STRATEGIC ALLIANCE AGREEMENT
BETWEEN

NIGERIAN PETROLEUM DEVELOPMENT
COMPANY LIMITED

AND

ATLANTIC ENERGY DRILLING CONCEPTS
NIGERIA LIMITED

FOR

THE DEVELOPMENT AND PRODUCTION OF
OML 30 A




THIS AGREEMENT is made this 5HA day of M"“ﬂ ........... 2011 BETWEEN
NIGERIAN PETROLEUM DEVELOPMENT COMFANY LIMITED, o company
incorporated under the taws of the Federql Republic of Nigeria whose registered
office is at 62, Sapele Road, Benin City (hereinafter referred to as "NPDC" which

expression shall where the context so admits, include its successors and assigns)
of the one part; :

AND

ATLANTIC ENERGY DRILLING CONCEPTS NIGERIA LIMITED, ¢ company
incorporated under the laws of the Federq| Republic of Nigeria whose registered
office is at 50D Glover Road, , Lagos {hereinafter referred to as "ATLANTIC "

which expression shall, where the context so admits, include its successors and
assigns) of the other part.

WHEREAS the Federal Government of Nigeria (Government) has granted consent
vide a Deed of Assignment dated 21 April, 2011 for the Nigeria National

Petroleum Corporation (NNPC) to assign its fifty five per cent (55%) equity interest
in the Contract Area to NPDC;

WHEREAS ATLANTIC has offered to camy NPDC's equity inferest share of
Pefroleum Operation Costs and provide technical expertise as and when
reguired in relation to Petroleum Operations in the Contract Area:

WHEREAS Government in consideration of the huge capital outlay and other
resources required for Petroleum Operations in the aforementioned assets has

approved that NPDC enter into o shrategic allionce with ATLANTIC for the
provision of funding and technical expertise;

WHEREAS NPDC and ATLANTIC warrant that they have the right, power and
authority to enter info this Agreement;

WHEREAS ATLANTIC represents that it has technical competence, professional
skills and funds (both local and foreign) necessary to support NPDC in Petroleumn
Operations for the Contract Area and has agreed to provide the funds for
carrying out Petroleum Operations and further agreed to support NPDC with
technical expertise,

NOW THEREFORE in consideration of the premises and mutual covenants herein
contained, the Parties hereby agree as follows:
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ARTICLE 1

1.0 DEFINITIONS

1.1 In this Agreement, including the recitals and the Annexes attached hereto
unless the context otherwise requires, words and expressions used shall
bear the meanings stated herein:

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

“Affillate or Affiliated Company” means, o company or other entity that controls
or is controlled by a Party, or ¢ company or other entity which conirols or is
controlled by a company or other entity which controls a Party; and for the
purpose of this definition, "control" means, ownership by one company or entity
of at least fifty-one per cent (51%) of:

(a} the voling stock, if the other company is a company issuing stock; or
(o) the confrolling rights or interest if the other enfity is not a company,

“Available Crude Oil" means, the Crude Oil won, saved and allocated to NPDC
from the Contract Area.

“Available Natural Gas” means, the non associated natural gas won, saved and
dllocated to NPDC from the Contract Area.

“Barrel" means, a quantity or unit of Crude Oil, equal to forty-two {42) United
States gallons af the temperature of sixty degrees {600} Fahrenheit af normal
atmospheric pressure.

“Barrels of Oil Equivalent” or "BOE" means, the amount of energy equivalent
contained in a barrel of crude oil {5.8 X 10 BTU).

“BCF" means, billion cubic feet of Natural Gas.

“Budget” means, the cost estimate of items included in Work Programme. ﬁ,ﬂ’fr
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"CAPEX" means, the costs referred to in Arficle Il. paragraph 2 of Annex "C" of
this Agreement.

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

“Contract Area" means, the area covered by Qil Mining Lease 30 and any
subdivisions arising therefrom in compliance with the relinquishment provisions of
Paragraph 12 of the first schedule to the Petroleum Act. The Coordinates of the
Contract Area is as described in Annex "A" hereto.

"Companies Income Tax" or "CIT" means, the fax obligations arising from the

utilization of natural gas as defined in the Companies Income Tax Act Cap C20
LFN 2004, as amended {CITA)

"Contract Year” means, a period of twelve (12) consecutive calendar months

from the Effective Date of this Agreement or from the anniversary of the Effective
Date,

“Cost Ol” means, the quantum of Available Crude Oil gllocated to the Parties to
enable the Parties fo generate the proceeds to recover their respective costs
incurred in carrying out Petroleum Operations under this Agreement,

'Cost Gas" means, the proceeds redlized from the sale of Natural Gas produced
from the Confract Area to enable the Parties recover their respective cosfs
incurred in carrying out Pefroleum Operations wiih respect to non associated
gas under this Agreement,

"Crude OII" means, mineral oil in its natural state before it has been refined or
treated (excluding basic sediments and water or other foreign substances).

"Crude Oil Proceeds" means, the amount in US. Dollars determined by
muttiplying the Official Selling Price by the number of Bairels of Available Crude
Oil lifted by either Party.

"Development” means, Pefroleum Operations undertaken in the Contract Area
for the purpose of putting the Contact Area into production pursuant io any
development programme approved in accordance with Article 9 hereof.
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"Development Costs" means, the cost of developmental activities which
includes but is not limited to driling, completing, capping. plugging and
abandoning. appraisal, development, water injection or gas injection wells, the
consfruction and installation of faciliies and equipment required for the
production, sforage, fransportation and delivery and evacuation of Crude Oil
and Natural Gas as well as the installation of secondary recovery facilities.

Development Costs shall also include cost incurred  during  Incremental
Production activities.

"Effective Date" means, the date of the execution of this Agreement by the
Parties hereto being the day and year first above written.

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

“Fixed Assets” means, immovable property and includes movable property,
which has been affixed, installed, constructed or attached to immovable
- property as part of the facilities utilised for canying out Petroleum Operations.

"Foreign Exchange" means, cumrency .other than that of Nigeria that is
acceptable fo both NPDC and ATLANTIC.

"Gross Negligence" means, any act or failure to act by the Operator or
ATLANTIC which was infended to cause or which was in reckless disregard or
wanton indifference to the harmful consequence thai the Operator or ATLANTIC
knew or should have known such act or faiiure would have on (a} safety of life or
property or (b] Petroleum Operations or (c) books and accounts particularly oil
industry accounting standards and procedures.

“Incremental Production" means, monthly production of Crude Oil or Natural
Gas over and above Proven, Developed and Producing reserves atiributable to
capital contributions by ATLANTIC .

“LIBOR" means, the seven-day term London Inter-Bank Offer Rate for U.S. Doliars
for similar amounts to the sums in question, quoted by Barclays Bank in London at

11:00 a.m. on the first business day of ihe relevant period.

"Operating Committee” means, the Committee established by NPDC and
ATLANTIC to carry out the functions sef out in Article 7 of this Agreement.
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“Market Price” means, official seling price in g given month of the Crude Oil and
non associated Natural Gas produced from the Contract Area in US Dollars per
Barrel, shall be related to Dated Brent + Differential (NNPC) in accordance with
the NNPC's monthly published price for the different grades of Crude Qil.

“MCF" means, milion cubic feet of Natural Gas.

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

"Differential” means, the monthly premium as published by NNPC.
- The applicable pricing shall be on either Prompi, Advanced or Deferred basis.

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

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

“Deferred pricing option" shall be five (5} consecutive published guotations with

the 14% day after the bill of lading date as day one i.e. the bill of lading date is
day zero.

However, each Party's preferred option must be indicated at close of work {(4.00
pm) of the sixth (éM) working day before the first day of the laycan. In case either
Party's preferred option is not advised o the Operator by close of work of the &b
working day prior to the first day of the laycan, the Prompt option will apply in
the valuation of that Party's lifting.

For Natural Gas it shall be US Dollars /MCF according to the gas pricing
reqgulations.

“Natural Gas” means, all gaseous hydrocarbons produced in association with
Crude Oil or from reservoirs which produce gaseous hydrocarbons.

“Natural Gas Proceeds" means, the amount in U.S. Dollars agreed between TheM—
Parties and any off taker of Natural Gas.
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"Operator” means, any operator appointed fo carry out Petroleum Operations in
the Confract Area.

"Party” means, NPDC or ATLANTIC.

“Parties” means, both NPDC and ATLANTIC.

"Pefroleum Operations” means, all Crude Oil and Natural Gas Development and

Production Operations, processing, transportation and Crude Oil terminal
activities for or with respect to the Coniract Area.

"Petroleum Operations Costs” means, expenditures made ond obligation
incurred in carrying out Pefroleum Operations as determined in accordance with
this Agreement and the Accounting Procedure.

“Petroleum Profit Tax" or "PPT" means, the fax obligations arising from the

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

"Production Costs" means, all costs incurred in carying out Production
Operations.

"Production Operations” means, all operations carried out subsequent to
Development in order to produce, freat, store, convey and deliver Crude Oil and
Natural Gas from wells, platforms and facilities to a refinery, terminal or other
utilisation or marketing point.

"Profit Oil" means, the balance of Available Crude Qil after the allocation of
Royailty Qil, Cost Qil and Tax Oil.

“Proftt Gas" means, the balance of Available Najural Gas after the allocation of
Royalty Gas, Cost Gas and Tax Gas.

"Proven, Developed and Producing” or "PDP” or “P1 Developed" means, the
monthly production forecast attached to this Agreement ottributable to the
Proved, Developed and Preducing reserves from the Conitract Area of 155.9
Million Barrels.

7
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"Quarter” means, the fime interval from: January 14 to March 31 inclusive, April

15 to June 30M inclusive, 15t July to 30t Seplember inclusive, October 1¥ to
December 31% inclusive.,

"Term of Agreement" means, the period referred to in Aricle 3.

“Royaity” means, the amount payable pursuant to the Pefroleum Act and
Petroleum {Driling and Production) Regulations Cap P10 LFN 2004, as amended.

“Royalty Gil" means, the quantum of Available Crude Qil allocated to NPDC

which will generate an amount of proceeds equal to the actual paymeni of
Royalty,

“Royalty Gas" means, the quantum of Available Natural Gas affocated to NPDC

which will generate an amount of proceeds equal to the actual payment of
Royalty.

"Tax OI" means, the quantum of Available Crude Oil allocated to NPDC which
will generate an amount of proceeds equal to the actual payment of PPT.

"Tax Gas" mecns, the quantum of Available Natural Gas allocated to NPDC
which will generate an amount of proceeds equal to the actual payment of CIT.

“U.5. Dallars" means the currency of the United States of America.

"Wiliful Misconduct’ means, in relation to the Operator or ATLANTIC, an
intentional, conscious, reckless and wanton disregard of:

{a) any material provision of this Agreement; or
{b) any substantial part of the Work Programme as contained in Arficle 9.

But shall not include an intentional and conscious disregard of either {a) or [b)
above, if the same relates to safeguarding of life, property or Petroleum
Operations.

"Wark Programme” means, for the applicable period a statement itemizing the
Petroleum Cperations 1o be carried out in the Contract Area.
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“2P Reserves” means, those reserves as cdescribed in Annex H.
"2C Reserves" means, those reserves as described in Annex H,

ARTICLE 2
ENTRY FEE

2.1 NPDC acknowledges ATLANTIC 's obligation to pay $0.30/bbl and
$0.010/Mcf of the 2P Reserves to NPDC as an entry fee for participation in
the development of Reserves of 451.4 Milion Barrels of Crude Oil as

- contained in Annex H to this Agreement. In the event of o change to the
2P Reserves by the Parties or by a report from an independent guditor

appointed by the Parties, the Parties agree that the entry fee may be
adjusted.

22 The entry fee shall be paid Seventy {70) days after NPDC has been legally
assigned interest in the OML by the Minister and the complete divestment
of all other OML interest holders apart from NNPC.

2.3 No lafer than 70 days prior to the commencement of the Work
Programme for the capture of 2C confingent resources of [....] as
contained in Annex H to this Agreement, ATLANTIC shall pay NFDC g
further sum of $0.30/bbl and $0.010/Mcf of the 2C Reserves as an enfry fee
for participation in the development of 2C Reserves. If ATLANTIC fails to
make payment within the stated period, ATLANTIC shalt not be entitied to
parficipate in the development of the 2C Reserves. In the event of o
change fo the 2C Reserves by the Parties or by a report from an
independent auditor appoeinted by the Parties, the Parfies agree that the
entry fee may be adjusted.

2.4 The entry fee shall not be recoverable as Cost Oil or Cost Gas.

2.5 Thnis Agreement shall commence upon the payment of the entry fee by
ATLANTIC,

ARTICLE 3

DURATION OF THE AGREEMENT

3.1 This Agreement shall remain in full force and effect untit the cumulative WPJ(
production from the Contract Area has reached the 2P reserves of 451.6

SAA_OML 30_NPDC_ATLANTIC_2011 Page 9

AL G e L I i | RS R




3.2

3.3

Million Barrels of Crude Oil attached as Annex H to this Agreement,
thereafter, this Agreement shall terminate. Upon payment of the entry fee
referred 1o in Arlicle 2.3, the Agreement shall be renewed on the same

terms and condifions with respect to the capture of the 2C Reserves of
[....] as contingent reserves.

If new producible reserves are added 1o the volumes referred to in Aricle
3.1, the duration of this Agreement shall, subject to new terms and

conditions agreed upon by the Parties, be extended fill the full recovery of
such new reserves.

Subject to mutual agreement of the Parties this Agreement may be
terminated whenever it appears evident that the cumulative production
referred to in Article 3.1 hereinabove cannot be economically attained.

ARTICLE 4

RIGHTS AND OBLIGATIONS OF THE PARTIES

4.1

In accordance with this Agreement ATLANTIC shall:

{a) subject fo Arlicle 8.1 and in accordance with the approved Work
Programme and Budget, provide all the funds required for NPDC's
55% share of Petroleum Operation Costs in respect of the Confract
Area;

{b) deliver to NPDC, within seventy (70} days from the Effective Date, a
parent company guarantee from SPCG PETROCHEMICAL NIGERIA
LIMITED Limited in the form set out in Annex G covering the total
amount of the minimum disbursement required to meet NPDC's
fifty five percent (55%) share of Pefroleum Operation Costs for the
full Development of the Contract Area and additional funds which
ATLANTIC may be obliged to provide in accordance wiih Article
8.2

{c) shall carry out an agreed annual irgining programme  in
accordance with Article 14 hereof;

(d) provide fraining facilities for NPDC/NNPC staff with an annual sum
of Three Hundred and Fifty Thousand US Doliars ($350,000)for o
period of five (5) years from the Effective Date. which amount shall
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be pdid in January of each year into on account of and in the
name of NPDC;

(2) be subject to all Nigerian laws, orders and regulations applicable to
Petroleum Operations:

(f) respect all the rights conceming industrial property and indemnify
and hold NPDC harmless from and against all claims, loss, damage
or action arising out of or resulting from, viclation of such rights;

{g) not to transfer or assign any rights acquired and obligations
undertaken by ATLANTIC  under this Agreement without prior

written consent of NPDC, which consent shall not be unreasonably
withheld;

{h) indemnify and hold harmiess NPDC ifs servants, agents and
representatives from and against all losses, fees {including legal
fees and expenses) of whatsoever kind and nature which NPDC
may suffer or be compelled to pay to employees, representatives
or agents of ATLANTIC as a conseguence of any final decision
given by a Nigerian court except where actions or failure to act on
the part of NPDC or iis employees, agents or representatives
confributed to the losses, in which case such costs as are
attributable to the action or failure on the part of NPDC shall be
recoverable oy ATLANTIC ;

(i) have the right to liff, in accordance with Annex 'E' and freely
export and retain abroad the receipts from the sale of its share of
Avdilable Crude Oil and Available Natural Gas subject o Article
10;

(i} have full access, at all reasonable times during usual business hours
fo all books, records, inventories and accounts of any kind or
nature maintained by Operator in relation to Petroleum
Cperations;

(k) have the right of access to the Contract Area at all reasonable
times to inspect and observe Pelroleum Operations of every kind
and character carried on in the Contract Area. OPERATOR shall
provide NPDC with necessary facilifies to gain such access
provided thai the provision of such facilifies shall not unduly H{!{(
interfere with ihe conduct of Petroleum Operations hereunder;
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(1) have the right 1o nominate pursuant to Article & of this Agreement,
professional staff to occupy defined functional positions in the
agreed organizational structure for Petroleum Operations for as
long as this Agreement subsists:

4.2 In accordance with this Agreement, NPDC shall:

(a) furnish ATLANTIC with copies of all geophysical, geological, driling,
well, production.

(b} fumish ATLANTIC with cash call request and other data and
information relating to the Contract Area:

(c) ensure the renewal of the Qil Mining Lease under the Petroleum
Act CAP P10 LFN 2004, as amended, and

(d) have a right of first refusal in the event ATLANTIC wishes 1o assign
any interest under this Agreement to a third party.

Aricle 5

POWERS AND OBLIGATIONS OF THE OPERATOR

5.1 NPDC shall be designated as the Operator of the Contract Area subject
to the direction of the Operating Committee. NPDC shall undertake the
following duties:

{a) conduct all Petroleum Operations with utmost good faith and in a
good workmanlike manner in accordance with good industry
practice and all applicdble laws and regulations;

(b} maintain full and accurate records of all Petroleum Operations
performed under this Coniract,;

{c) be always mindful, in the conduct of its operations of the rights
and overdll interasts of Nigeria;
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(d) give preference to such goods and services which are available in
Nigeria and can be rendered by Nigerian citizens provided they
meet the required specifications and are competitive in price;

(e} For the purpose of arriving at Profit Oil and Profit Gas, carry ouf the
estimated and final PPT calculation in accordance with the PPT

Act and submit same on a fimely basis to ATLANTIC for record
puUrposes:

(f) Allocate to each Party the right to lift, in accordance with Annex
IIEII;

(g} give to ATLANTIC full access, at dll reasonable fimes during usual
business hours to all books, records, inventories and accounts of
any kind or nature maintained relaiing to Petroleum Operations,
provided that the Party gives the Operator not less than seven (7)
days prior notice in writing;

(n) give ATLANTIC the right of access to the Contract Area at all
reasonable fimes fo inspect and observe Petroleum Operations of
every kind and character caried on in the Confract Areq.
Operator shall provide ATLANTIC  with necessary facilities fo gain
such access provided that the provision of such facilities shall not

unduly inferfere with the conduct of Petroleum Operations
hereunder;

(i) consult freely with and make full and frank disclosure to ATLANTIC
conceming Petfroleum Operations and keep them currently
advised of all matters of impertance arising in connection
therewith;

(] except as otherwise provided in this Agreement or as may be
authorized by the Operating Committes, NPDC shall not permit or
suffer any lien or other encumbrance tfo be filed or to remain
against any material, physical equipment, real or personal
property thereon or related thereto, nor against Crude Cil and
Natural Gas produced and saved as a result of its operations
hereunder, unless such lien is imposed by a Court of competent
jurisdliction;

(k} have the right to assign and retain such technical, administrative
and supervisory personnel as deployed to it and consultants as
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may be necessary for the conduct of Petroleum Operations,
subject fo approval of the Operating Committee:

(I} keep accurate records and books of accounts with respect to
Petroleum Operations, which shall be available during normal
business hours to ATLANTIC's authorized representatives. Such
records and books shall comply with Annex “C" and generally
accepted Accounting Principles and Procedure and with due
regard fo the requirements of the laws and regulations:

(M} prompily provide ATLANTIC  with copies of all Operating

Committee approvals for any expenditure, when requested by
ATLANTIC;

(n} not without the written approval of the Operaiing Committee
dispose of, sell, or re-export any properly of such historic cost
exceeding One Hundred Thousand Naira (N100,000.00) per unit or
batch or such other value as may, from fime to fime, be
determined by Operating Committee. Notwithstanding the
provision herein, NPDC shall furnish ATLANTIC quarterly returns of
alt items of property disposed of regardless of value;

(o) utilize in Pefroleum Operations, equipment exclusively owned and
made available by a Party and the charges thereafter to the
operations shall be as specified in the Accounting Procedure;

(o) Litigation and setflement of claims in connection with the
Contract Area, or Petroleum Operations shall be conducted for
and on behalf of the Parties

(a) by Operator subject fo supervision of the Operating Commitiee;
provided however, that Operator shall have authority to setfle
claims and litigation not exceeding #300,000.00 (Three Hundred
Thousand Naira) or the foreign currency equivalent without the
approval of Operating Commitiee, Operator, however, shall
promptly report any such aforesaid settlement fo ATLANTIC.
Operator shall notify ATLANTIC of any process served upon it or of
any process it infends to serve in any action in relation to
Petroleum Operations. Nothing contained in this Arficle shall
preclude ATLANTIC from acting on its own behalf {and at its own
expense) if, in its opinion, it considers such action advisable or
necessary fo profect its particular interest hereunder. However,
ATLANTIC shall not pursue a course of action contrary to the
caurse of aclfion then being undertaken for the Pefroleum
Operations with respect to such litigation.
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ARTICLE &

PARTICIPATION OF ATLANTIC IN PETROLEUM OPERATIONS

Operator shall ensure efficient conduct of Petroleurn Operations in the Contract

Area. To this effect, Operator shall utilize professionals seconded by ATLANTIC
pursuant Article Il {4) of Annex B.

ARTICLE 7

OPERATING COMMITTEE

7. A Operating Committee shall be established within thirty (30) days from
the Effective Date of this Agreement for the purpose of providing orderly
direcfion on all matters pertaining to Pefroleum Operations and Work

Programme. The powers and duties of the Operating Committee shall
include but not be limited to the following:

a)

b)

c)

d)

f)

9

h)
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fhe revision, amendment and approval of all proposed Wark
Programme and Budget;

the revision, amendment and approval of any proposed

recommendations made by either Party or by any sub-Committee,
with respect to Peiroleum Operations:

ensuring that Operator carries out the decisions of the Operating
Commiftee and also to ensure ithat Petroleum Operatfions is
conducted in accordance with the relevant Nigerian laws;

the revision or approval of the sale or disposal of any items or
movable property relating to Peiroleum Operations in accordance
with the provisions of this Agreement;

resolution of all audit observations;

the consideraiion of periodic performance in raspect of approved
Work Programme and Budget;

review of the award of contfracis for Fetroleum Operations with
individual value of Five Hundred Thousand United States Dollars
{USD$ 500,000) and above;

approval of qualified contractors and subcontractors lisi;

any other matiers relating to Petroleum Operations. ﬂ//(




7.2 () The Operaling Committee shall consist of eight {8) persons
appointed by the Parties as follows;

NPDC -
ATLANTIC -

(b) Each Party shail designate by nofice in writing to the other Party,
the names of iis representaiives to serve as members of the
Operating Committee as provided in Arlicle 7.2(a} hereof and their
respective daliernates, which. members or alternates shall be
authorised to represent that Party with respect to the decisions of
the Operating Committee. Such nofice shall give the names, tfifies
and addresses of the designated members and alternates.

(c} At least fourteen (14) days prior to each scheduled Operating
Committee meeling, the secretary {Secretary) shall notify members
of the meeting and deliver to each member an agenda of matters
with briefs to be considered during each meeting. Matters which
are not delivered within the peried stated shall not be considered
unless otherwise agreed by the Operating Committee. However,

no agenda shall be required in the event of an emergency
meeting.

(d) Either Party may change any of ifs respective members or
alternates from time to fime by notifying the other Parly in writing

not less than ten {10} days in advance of the effective date of such
change.

(&) NPDC shall appoint the chairman (Chairman) of the Operating
Committee. ATLANTIC shall appoint the Secretary who shall have
no voting rights. The Secretary shall keep minutes of all meetings
and records of all decisions of the Operating Committee. The
minutes of each meetfing shall be approved by the Operating
Committee af the next meeting and signed by the Chairman and
Secretary and copies thereof delivered to each Party.

7.3 Unless otherwise agreed by the Parties, the Operating Commitiee
shall meet at the Operator's office once every three {3) calendar
months or at such other intervals or venue as may be agreed by the
Operating Committee. The quorum for any meeting of the
Operating Committee shall consist of three (3) representatives of
NPDC and three (3} representatives of ATLANTIC. The Chairman or
his alternate and the ATLANTIC's Managing Director or his alternate
must be present at every Operating Committee meeting for a pﬁ/
quorum to be formed.
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7 .4{a)

7.5

(o)

Except as otherwise expressly provided in this Agreement all
decisions of the Operating Commitiee shall be reached by the
unanimous vote of the Parties. If unanimity is not obtained on any
mafier (including any maiter pertaining to @ Work Programme or
Budget} proposed to the Operating Commitiee, then the Operating
Commitiee shall meet again to attempt to resolve such matter not
later than fourteen (14) days after the meeting in which the
proposed matter was rejected by a negative vote. Any portion of
such proposal that is not rejected shall insofar as possible be carried
out. At least seven (7) days prior to such second meeting, the Party
casting the dissenting vote shall provide to the other Farty in writing
in reasonable detail the reasons for such dissenting vote. If such
written reasons are not provided at least seven (7) days prior to such
second meeting, then the proposal shall be deemed approved. In
such second meeting the agenda shall comprise such written
reasons Gs provided by the dissenting Party. If unanimity is not
obiained in the second meeting, then the Operating Committee
shall meet a third time within fourteen (14) days after the second
meeting. If unanimity is not obtained during the third meeting then
NPDC and ATLANTIC may agree fo appoint an independent
qualified expert to advice on the matter, which advice shall be
binding on the Parties. In the event of failure of the Parties to agree
to the appointment of the said expert the provisions of Article 23
shall apply.

The Parties shall be bound and abide by each decision of the
Operating Committee duly made in accordance with the provisions
of this Agreement.

The Operating Committee shall establish fechnical sub-committee and

any

other advisory sub-committees from time to time as it considers

necessary such as finance and budget and legal/services sub-
committees:

(a)

t=)

Each sub-committee established pursuant to 1his Article 7.5 shall be
given terms of reference by the Operating Committee and shall be
subject to such direction and procedures as the Operating
Committee may give or defermins.

The Operating Commitiee shall appoint the members of the sub-
committees which shall comprise equal representation from the
Parties. The chairmen and the secretaries of the sub-committees
shall be appointed by the Operating Committee.
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(c) The deliberations and recommendations of any sub-committee
shall be advisory only and shall become binding and effective
upon acceptance by the Operating Committee.

ARTICLE 8

FUNDING OF PETROLEUM CPERATIONS

8.1

8.2

8.3

8.4

8.5

8.6

ATLANTIC  shall provide all the funds required for NPDC's 55% share of
Petroleum Operation Costs, subject to Article 8.2 and in accordance with
approved Work Programme and Budget. A review of the Work
Programme shall be carried out by the technical sub-committee subject
to approval of the Operating Committee within fiffy (50) days from the
Effective Date fo estimate the capital investments for the Development.
Based on this review the Operating Committee shall within seven (7) days
approve the amount for the capital investmenis, which shall be covered
by the parent company guarantee.

The costs incurred by the Parties in carmrying out Petroleum Operations shall
be recovered by the Parties through Cost Qil or Cost Gas, in accordance
with Article 10 and the Accounting Procedure as set out in Annex 'C'.

All bank transactions shall be made through bank accounts opened and
maintained by NPDC exclusively for the Petroleum Operations.

NPDC shall open and maintain project bank account(s) exclusively for
funding Petroleum Operations and shall procure that ATLANTIC  shall
have unlimited inquiry and audit mandate and o right to copies of dll
information and transactional documents including all accounts records
and palances as they occur from bank accounts and project bank
accounts referred 1o in Articles 8.3 and 8.4.

If additional Development Costs are required to add facilities not included
in the development programme, including bui not limited to in-fill well,
secondary recovery facilities, additional processing facilities, deeper wells
and arlificial lift, ATLANTIC  shall provide NPDC’s share of Peiroleum
Operations Costs required o carry out such addifional development
acfivifies.

The additional capital investments referred 1o in Article 8.5 hereof shall be
recovered by ATLANTIC  through Cost Oil and Cost Gas in accordance
with Article 10 and the Accounting Procedure, and ATLANTIC  shall be

SAA_OML 30_NPDC_ATLANTIC_2011 Page 18

LTI T TR R




entifled to receive a share of Profit Oil and Profit Gas over the additional
production as provided for in Article 10.2 hereof.

8.7 ATLANTIC  shall bear all iosses associated with funding NPDC's 55% share
of Petroleum Operations under this Agreement.

ARTICLE ¢

DEVELOPMENT PROGRAMME AND BUDGETS

2.1 Operator shall submit to the Operating Committee for approval within 60
days of the Effective Date, the development plan which shall include the

development programme and relevant Budget appropriately
apportioned into yearly phases.

9.2 At the meetings of the Operating Committee fo consider and approve
the Work Programme and Budget for each year, Operator shall submit a
report on organizational structure to be utilized for conduct of Petroleum
Operations in accordance with Annex B. During such meetings, Operator

shall report on the actual performance of the organizational structure for
the previous year.,

9.3 The Development plan shall include the Work Programme and Budget,
apportioned into quarierly phases, to be carried out under the
Development plan during the remainder of the financial year. In respect
of subsequent financial years, the Work Programme and Budget shall be
submitted not later than 315t August of the preceding financial year. Such
Work Programme and Budgetf shall comprise all requisite services
including, but not limited to, environmental studies, driling ond
completfion programmes, consfruction and assembling of field instaliations
and equipment, as may be necessary to permit the production, storage,
fransportation and delivery of Crude Oil and Natural Gas from the
Coniract Area. The Development programme and Budget shall be
detailed as necessary.

9.4  Operator shall submit to Operating Committee any revision of the annual
Development programme and Budget. Any such revision of the approved
Development Budget shall be made by agreement of the Operating
Committee. In the event of emergency or extraordinary circumstances
that require immediate action, Operator may take actions it deems _
necessary to protect life and property and the interest of the Pariies and M
shall promptly notfify the Parfies in writing within forty-eight (48) nours
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notwithstanding the provisions of this Arlicle 9.4 any cost so incurred sholl
be recoverable.

ARTICLE 10

RECOVERY OF PETROLEUM OPERATIONS COSTS AND CRUDE OIL AND NATURAL
GAS ALLOCATION

10.1  Crude Oil and Natural Gas Allocation

The dllocation of Available Crude Oil and Available Natural Gas shall be
in accordance with Annex “C", Annex "D" and this Arficle 10, as follows:

{Q) Royalty Qil and Royalty Gas shall be allocated to NPDC in such
guantum as will generate an amount of proceeds equal to NPDC's
Royalty applicabie to the Contract Area.

(b} Cost Cil and Cost Gas shall be allocated fo NPDC in such quantum

as will generate an amount of proceeds sufficient to recover the
following:

l.  Un-depreciated costs associated to Capital Costs as
defined in the Accouniing Procedures incurred prior to
execution of this Agreement shall be dliccated to NPDC;

. Development Cosis and Production Costs related io the
Production of P1 Developed reserves as agreed in the
production profile atfached hereto as Annex H shall be
adllocated 1o ATLANTIC ;

. Incremental Investment {Development Costs and Production

- Costs), made by ATLANTIC shall be recovered from

incremental volumes {i.e. the monthly production from 2P

reserves less the P1 Developed reserves as indicated in the

production profile attached hereto as Annex H) shall be
allocated o ATLANTIC .

Costs expended in United States Dollars will be recovered in United
States Dollars through Cost Qil allocation and Cost Gas proceeds;
| costs expended in currencies other than Unifed States Dollars will
E be converted io United States Dollars at the last available
‘ exchange rate and recovered ihrough Cost Qil and Cosi Gas
| aliocation.
|
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(c) Tax Qit and Tax Gas shall be dllocated to NPDC in such quanium as

will generate an amount of proceeds equal to the PPT {and CIT)
liability relevant fo the production in the Contract Area.

(d}  Profit Oil being the balance of Available Crude Qil after deducting
Royalty Oil, Cost Oil and Tax Oil and Profit Gas being the balance
of Available Natural Gas after deducling Royallty Gas, Cost Gas
and Tax Gas respectively shall be shared by the Parties pursuant to
the Accounting Procedure as follows: '

I, Profit Oll and Profit Gas attributable fo un-depreciated costs
associated fo Capital Costs incurred prior to execution of
this Agreement as indicated in the production profile
attached hereto as Annex H shall be allocated in the
following ratio:

NPDC - Ninety pér cent (90%)
ATLANTIC - Ten per cent {10%}

I, Up to the full recovery of Development Costs by ATLANTIC
Profit Oil shall be dliocated in the following ratio:

NPDC - Forty per cent (40%)
ATLANTIC - Sixty per cent (60%)

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

NPDC - Seventy per cent (70%)
ATLANTIC - Thirty per cent {30%)

. Up to the full recovery of Development Costs related o the
confingent resources development, Profit Oil shall be
allocated in the follewing ratio:

NPDC - Forty per cent (40%)

ATLANTIC - Sixty per cent (60%) (Iﬂﬁ

SAA_OML 30_NPDC_ATLANTIC_2011 Page 21




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

NPDC - Seventy per cent (70%)
ATLANTIC - Thirty per cent (30%)

iv.  Up o the full recovery of Development Costs regarding non

associated gas by ATLANTIC, Profit Gas shall be allocated in
the following ratio:

NPDC - Thirty per cent (30%)
ATLANTIC - Seventy per cent (70%)

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

NPDC - Seventy per cent {70%)
ATLANTIC - Thirty per cent (30%)

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

NPDC - Thirty per cent (30%)
ATLANTIC - Seventy per cent (70%)

Thereafter, Profit Gas shall be adllocated in the following ratio:

NPDC - Seventy per cent {70%)
ATLANTIC - Thirty per cent (30%]}

10.3 Each Party shall take in kind, liff and dispose of its allocation of Cost Ol
and Profit Qil in accordance with the Lifting Procedure (Annex D).

The PPT and Tax Gos payable under this Agreement represents the
NPDC's tax obligations as Concessionaire, ATLANTIC's tax obligations ‘
which shall be paid under CITA shall be paid by ATLANTIC from its profit, ’.(f‘(({
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10.4

10.5

10.6

g oo b ey g b b S £ s e

Either Po_r’ry may at the request of the other, liff the other Party's Cost Qil
and Profit Oil pursuant to Article 10,1 and the liffing Party shall within thirty
(30} days transfer to the account of the non-ifting Party the proceeds of

the sale to which the non-iifting Party is entiled. Overdue paymenis shall
bear interest at the annual rate of three (3) months LIBOR.

Either Party may, with the consent of the other Party, purchase any

portion of the other Party's respective allocation of Cost Oil and Profit Oit
from the Contract Areaq.

Parfies shall meet on a monthly basis as may be agreed to reconcile
all Crude Qll allocated and lifted during the period as per Annex “E".

ARTICLE 11

VALUATION OF AVAILABLE CRUDE OIL

11.1

Avdilable Crude Oil shall be valued in accordance with the following
procedures:

(@) On the commencement of production from new reservoirs, NPDC

shall engage the services of an independent iaboratory of good
repute fo determine the assay of the new Crude Qil.

(b) When a new Crude Oil stream is produced, liffings shall be made
for a trial marketing period of three (3) calendar months or the
period required to [ift the first three (3) cargoes, whichever is
shorter, During the frial marketing period NPDC shall:

(i} collect sampies of the new Crude Ol upon which the assay
shall be performed as provided in Article 11.1 {a) above;

(i) determine quality and vield pattern of the new Crude Oil;

(iii} share in the marketing such that each Party markets
approximately their proportionate share of the new Crude
Qil, notwithstanding the fact that a Party's share of Available
Crude Qil may be lifted in the process; payments thereafter
shall be made in accordance with Arficle 10.5;
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(iv) exchange information regarding the mcrrkéﬁng of the new
Crude Qil including documents which verify the sales price
and terms of each lifting;

{v) apply the actual Free On Board (F.O.B.) sales price to
determine the price of each liffing. Such F.O.B. sales pricing
for each lifting shall continue after the trial marketing period
until a valuation of the new Crude Qil has been completed
butin no event shall it be longer than ninety (90) days after
conclusion of the frial marketing period.

As soon as practicable but in any event not later than sixty {60}
days affer the end of the trial marketing period, Operator shall
review the assay, vield, and actual sales dato. Operafor shall
present a proposal for the valuation of the new Crude OI. A
valuation method either spot related or any other method
acceptable fo the Parties shall be established for determining the
price for each liffing of Available Crude Oil. Such valuation method
shall be in accordance with the Official Selling Price published by
NNPC or relevant government authority. It is the intention of the
Parties that such prices shall reflect the frue market value of the
new Crude Oil. The valuation method determined hereunder
(including the product yield values) shall be mutually agreed within
thirty (30) days from the aforementioned meeting failing which;
determination of such valuation shall be referred 1o an
independent consultant.

upon the conclusion of the frial marketing period, the Parties shall
be entifled to lift their share of Availabte Crude Qil pursuant to
Article 10 and the Lifting Procedure.

when a new Crude QOil stream is produced from the Contract Area
and is co-mingled with an existing Crude Qil produced in Nigeria
which has an established Official Selling Price basis then such basis
shall be applied to the exient praciicable for determining the
Official Selling Price of the new Crude Oil. Operating Committee
shall meet and decide on any appropriate modifications to such
established valuaiion basis which may be required to reflect any
change in the market value of the Crude Oit as o result of co-
mingling.
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If in the opinion of either Party an agreed price valuation method fails to
refiect the market vaive of the Crude Ol produced in the Contract Areq,
then such Party shall propose to the other Party modifications to such
valuation method once in every six (&) months but in no event more than
twice in any year. The Parties shall then meet within thirty (30} days of such
proposal and mutually agree on any modifications to such valuaiion
within thirty (30) days from such meefing failing which, determination of
such valuation shall be referred to an independent consultant.

ARTICLE 12

PAYMENTS

12.1

12.2

12.3

12.4

In each accounting period, enough Crude Oil shall be allocated to meet
Cost Oil obligations and enough Natural Gas proceeds shall be made
available to meet Cost Gas obligations,

The method of payment of any sum due from ATLANTIC to NPDC and
vice versa shall be in accordance with the prevailing guidelines of the
Federal Ministry of Finance of Nigeria, the Central Bank of Nigeria and in
accordance with Annex C.

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

If any of the Parties engages in activities or business outside Petroleum
Operations, the cost of the facilities, assets and personnel, if any, used for
such business or activities shall not be chargeable to the operations.

ARTICLE 13

UTILISATION OF NATURAL GAS

13.1

NPDC's share of Natural Gas proceeds from the Contract Area pursuant
to Development shall be shared in accordance with Article 10. The field
development programme shalt address gas utilization for the Contract
Arec and shall be subject to the approval of the Operating Committee,
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13.2

13.3

13.4

Notwithstanding the provisions of Artficle 13.1 hereof, the associated
Natural Gas produced with Crude Ol may be utilized at no cost to the
operations as fuel for Production Operations, gas recycling, secondary
recovery by gas injection, gas lift, or any other economical secondary
recovery schemes, stimulation of wells or arfificial lifts necessary for the
Contract Area's full Development. Such usage shall be with the prior

writien consent of NPDC, such consent shall not be unreasonably
withheld.

The Development plan to be approved pursuant to Article 9.1 will contain
plans to use Natural Gas both for operational and commercial purposes,
to meet the objective of zero flaring.

In the event that gas is fiared in the course of production, the penaity shall
be freated as part of Production Cost.

ARTICLE 14

TRAINING OF NPDC PERSONNEL

14,1

14.2

14.3

Each year ATLANTIC  shall submit a detailed programme for iraining for
the following year in respect of NPDC and NNPC personnel, The final
fraining programme shall be mutuaily agreed by the Parties and shall
reflect any specific requirement of NPDC for implementation by ATLANTIC.

Costs and expenses incured by ATLANTIC  in training NPDC and NNPC
personnel, both on the job ftraining and work attachment, shall be
included in Development Costs or Production Costs, depending on the
period at which the relevant costs are incurred and recovered through
Cost Oil and Cost Gas.

ATLANTIC  shdll also provide for fraining facilities, in accordance with
Arficle _4.1(d)
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ARTICLE 15

SUB-CONTRACTORS

15.1

15.2

15.3

15.4

16.5

15.6

Within ninety {90) days of the Effective Date and at the commencement
of every financial year or as may be required at any other time, Operator
shall prepare and submit to Operating Committee for approval, a list of
contractors and sub-contractors who may, as Petroleum Opergations
demand, be invited by Operator to bid for coniracts.

Subject fo the provisions of this Article 15.5, Operator has the right upoh
the prior approval of Operating Committee to engage contractors and
sub-contractors for performing services which Operator is obliged to
perform under the terms of this Contract. Such services, however, shall be
performed for and on behalf of Operator who shall remain directly
responsible for the performance of these services. Such contracts/ sub
contracts shall be in the name of Operajor.

(@) . Approval shall not be required for contracts whose price is less than
One Hundred Thousand (100,000) United States Dollars or ifs
equivalent in Naira or other currencies:;

(b)  Operator shall promptly deliver to Operating Committee a copy of
each of the contracts referred to in this Article 15.3 following the
execution thereof.

Notwithstanding the provision of this Arficle 15 all contract awards shall be
by competitive tendering process.

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

Subject to Article 15.4 hereof, Operator shall, wherever possible, utilize/
extend for Petroleumn Operations existing/valid contracts/agreements with
ATLANTIC  and/or ATLANTIC's Affiliates by direct negofiations subject to
prior approval of the Operating Commitiee.

s e
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ARTICLE 16

AND ACCOUNTS, AUDIT AND OVERHEAD CHARGES

16.3

16.2

TAXES,

Books and Accounts

Operator shall keep complete books of accounts for which they are
responsible which shall be consistent with modern petroleum industry and
generally accepted accounting principles and procedures. The statutory
books and accounts of this Agreement shall be kept in Naira and United
States Dollars. All other books of accounts as may be considered
necessary shall be kept in columnar form in both Naira and United States
Doltars.  Officials of ATLANTIC  shall have access to such books and
accounts during business hours.

Audits

ATLANTIC and its external auditors shall have the right to inspect and
audit the books and accounts relating to this Agreement for any year by
giving thirty {30} days written nofice to the Operator. Operator shall
facilitate the work of such inspection and auditing, provided, however,
that the costs of such inspection and auditing shall be met by ATLANTIC,
and provided also that if such inspection and auditing have not been so
carmed out within three (3] years following the end of the year in
question, the books and accounts relating to such year shall be deemed
to be accepted by the Parties as safisfactory. Any exception must be
made in wrifing ninety (90) days following the end of such audit and
failure to give such written notice within such fime shall establish the
correctness of the books and accounts.

ARTICLE 17

ROYALTIES, RATES AND DUTIES

17.1

Customs duties and other duties levied on imporis and services by reason
of Operator's activifies in performing Development and Production
Operations hereunder, pursuant fo Arficles 8.1 and 8.2 shall be regarded
as Development Costs and Production Costs, as the case may be and
shall be recovered by the Pariies in the manner provided for in this
Agreement.
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17.2

17.3

17.4

17.5

18.1

18.2

18.3

Taxes due on ATLANTIC's income, in accordance with CITA shall be borne

by ATLANTIC  and shall not under any circumstances be reimbursable to
ATLANTIC .

NPDC shall pay its share of PPT and Royalty arising from the production of
Crude Oit won and saved in the Contract Area,

The Official Seliing Price as advised by the relevant government authorities
and established by this Agreement shall be used in determining NPDC's
share of PPT and Royalty in respect of Available Crude O and Available
Natural Gas produced and lifted from the Coniract Areq.

ATLANTIC shall take all the necessary steps to ensure that ihe taxes which

ATLANTIC  must pay in accordance with this Article 17 shall be accurately
paid, as and when due.

ARTICLE 18

INSURANCE

All property acquired under the provisions of this Agreement shall be
adequaftely insured with an insurance company of good repute in the
name of NPDC with limits of liability not less than those required by
Nigerian laws and regulations. The premium for such policies shall be
included in Petroleum Operaiions Costs.

In case of loss of or damage to properly, indemnifications paid by the
insurance companies shall be entirely received by NPDC for which
prompt repori shall be made fo Operating Committee not later than
seventy two (72) hours. The amount so received shall be lodged in an
account of and in the name of NPDC that it shall nominate. Operating
Committee shall determine whether the lost or damaged property should
be repaired, replaced or abandeoned. If the decision of Operatfing
Committee is to repair or replace with the proceeds from such
indemnification, NPDC shall immediately replace or repair such lost or
damaged property. In the event that the loss or damage is attributable
to NPDC's Gross Negligence such cost of replacement or repair shall be
borne by NPDC.

NPDC shall take out and maintain an insurance policy covering any and
all damages caused to third parties as a direct or indirect resuli of
Petroleum Operations in the name of NPDC. NPDC shall defend and hold

ATLANTIC  harmless from damages and losses caused 1o third parties as a
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consequence of NPDC's Gross Negligence or Willful Misconduct in the
performance of this Arficle.

184 All insurance policies under this Article 18 shall be based on good
international petroleum industry practice and shall be taken out in the
Nigerian market except for those risks for which NPDC cannot obiain

coverage in Nigeria which shall be taken out abroad, to thé extent
reguired by law.

18.5 In enfering info contracts with any sub-contractor for the performance of
Petroleum Operations, NPDC shall require such sub-contractor to take
adequate insurance in accordance with Article 18.1 and 18.3 above and
fo properly indemnify the Parties for any damage done and to properly
indemnify and hold the Parties harmiess against claims from third parties,

18.6  NPDC shall maintain other insurance policies in the name of NPDC and
ATLANTIC required under Nigerian law.

ARTICLE 19

CONFIDENTIALITY AND PUBLIC ANNOUNCEMENTS

17.1 The Parties shall keep information mutually exchanged and all plans,
maps, drawings, designs, data, scientific, technical and financial reports
and other data and information of any kind or naiure relating to
Petroleum Operations including any discovery of hydrocarbons as strictly
confidential, at all fimes, ond shall ensure that their entire or partial
contents shall under no circumstances be disclosed by the Parties in any

announcement to the public or to any third party without the other Party's
prior writfen consent.

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

(@) sub-contractors, Affiliates, assignees, auditors, legal advisers,
provided thai such disclosures are required for the effective
performance of the aforementioned recipients' duties related to
Petroleum Operations;

governmental agency in which case NPDC will notify ATLANTIC

(k) comply with siatutory obligation or the requiremenis of any pﬂﬂ/
of any information so disciosed,
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(c) finance institutions involved in the provision of finance for ihe
operations hereunder provided, in all such cases, that the
recipienis of such data and information agree in writing to keep
such data and information stricfly confidential,

{d) a third party for the purpose of negotiating an assignment of
inferest hereunder provided such third party executes an
undertaking to keep the information disclosed confidential.

19.2  Parties shall take all necessary measures in order o make their employees,
agents, representatives, proxies and in the case of NPDC, sub-contractors

comply with the same obligations of confidentiality provided for in this
Arficle 19,

19.3  The provisions of this Article 19 shall not be voided by the expiry or
termination of this Agreement on any grounds whaisoever and these
provisions constifute a continuing obligation and accordingly the
restrictions arising therefrom shall be in force at all times.

19.4  The Parties shall use their best endeavours to ensure that their servants,
employees, agentfs and in the case of NPDC, subcontractors shail not
make any reference in public or publish any notes in newspapers,
periodicals or books nor divulge, by any other means whatsoever any
information on the acfivities under NPDC's responsibility, or any reports,
data or any facts and documents that may come to their knowledge by

virtue of this Agreement, without the prior written consent of the other
Party.

19.5  NPDC shall submit to ATLANTIC copies of all statutory reports and
information for submission to Government and other statutory bodies.

ARTICLE 20

FORCE MAJEURE

20,1  Any fdilure or delay on the part of either Pariy in the performance of ifs
obligations or duties under this Agreement shall be excused o the extent
atiributable to Force Majeure. A Force Mdjeure situation shall include
delays, defaults or inability to perform under this Agreement due o any
event beyond the reasonable control of either Party, Such event may be,
but is not limited to, any act, event, happening, or occurrence due 1o
natural causes; and acts or perils of navigation, fire, hostilities, war
(declared or-undeclared), blockade, labour disturbances, sirikes, riofs, dyﬂir
insurrection, civil commeotion, quarantine restrictions, epidemics, siorms,
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20.2

20.3

floods, earthquakes, accidenis, blowouls, lightning, and acts of or orders
of Government.

If operations are delayed, curtailed or prevented by Force Majeure, then
the time for carrying out the obligation and duties thereby aoffected, and

obiigafions hereunder, shall be extended for a period equal to the period
Thus involved,

The Parly whose ability to perform its obligafions is so affected shall
promptly notify the other Party thereof not later than forty-eight (48) hours
after the establishment of the start of Force Majeure stating the cause,

and the Parties shall do all that is reasonably within their powers to remove
such cause.

ARTICLE 21

LAWS AND REGULATIONS

211

21.2

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

In the event that any enactment of or change in the laws or regulations
of Nigeria or any rules, procedures, guidelines, instructions, directives, or
policies, pertaining to the Agreement infroduced by any government
department or parastatals or agencies occurs subsequent to the Effective
Date of this Agreement which materially and adversely affects the rights
and obligations or the economic benefits of Parties, the Parfies shall use
their best efforis to agree to such modifications to this Agreement as will
compensate for the effect of such changes. If the Parties fail o agree on
such modifications within a period of ninety {90} days fellowing the date
on which the change in question took effect, the matter shall thereafter
be referred at the opfion of either Party 1o arbitration under Article 22
hereof. Following arbitrajor's deferminatiion, this Agreement shall be
deemed forthwith modified in accordance with that determination,
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ARTICLE 22

ARBITRATION AND CONCILIATION

22.1

If o difference or dispute arises between NPDC  and ATLANTIC
concerning the interpretation or performance of this Agreement, and if
the Parties fail to settle such differences or dispute by amicable
agreement, then either Party may serve on the other a demand for
arbiiration.  Within thirty (30) days of such demand being served, each
Party shall appoint an arbitrator and the two arbitrators thus appointed
shall within a further thirty {30) days appoint a third arbifrator and if the
arbitrators do not agree on the appointment of such third arbitrator, or if
either Party fails o appoint the arbitrator to be appointed by it, such an
arbitfrator or third arbitrator shall be appointed by the Head of the
Nigerian branch of Chartered Institute of Arbitrators in accordance with
the provision of the Arbitration and Conciliation Act Cap A18 LFN 2004.
Notice of the intention to apply to the Chartered institute of Arbitrators
shall be given in wiiting by the applicant Party, to the other Party, and
when appointed, the third arbitrator shall convene meetings and act as
chairman thereat. If an arbitrator fails or is unable to act, a successor shall
be appointed by the respective Party or by the arbitraiors in the event the
chairman must be succeeded. The arbifration award shall be binding
upon the Pariies and the expenses shall be bome by the Parties in such
proportion and manner as may be provided in the award. The venue of
the arbitration shall be anywhere in Nigeria as agreed by the Parties.

ARTICLE 23

REPRESENTATIONS AND WARRANTIES

23.1 In consideration of the entering into this Agreement, the Parties warrant as

follows:

(a) that they have the power 1o enter into and perform this Agreement
and have taken all necessary action to execute, deliver and
perform the Agreement in accordance with the terms herein
contained.

(b)  the execution, delivery and performance of this Agreement by the
Parties will not coniravene in any respect, any of the provisions of:
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(1) any law or regulations or order of any government authority,

Agency or Court applicable to or by which the Parties may
be bound.

(2) any mortgage, agreement or other undertaking or
instrument to which they are o party or which is binding
upon them ar any of their respective revenues or assets.

(c) In addition to the above, ATLANTIC further warrants that:

(1) full disclosure has been made to NPDC prior to the Effective
Date of all facts in relation to ATLANTIC  and its financial
condition and affairs as is material and ought properly to be
made known to NPDC; and

{3]  has the requisite funds both in foreign and local currencies
to carry out NPDC's 55% share of Petroleum Operations
under the Contract Area.

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

ARTICLE 24

TERMINATION

24.1  NPDC shall be entitled to terminate this Agreement if any of the following
evenis occur:

(o) ATLANTIC  defaulls in the performance of its material obligations
set forth in Arficle 4.1(a).

(b) ATLANTIC defaulls in the performance of its obligations as set forth
in, 4.1(b) of this Agreement,

v

(c) ATLANTIC  assign ifs rights and interests under this Agreement
without prior wriiten notfice and prior written consent of NPDC. gﬁf
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(d) ATLANTIC  is adjudged insolvent, bankrupt or to have made

restitution fo its creditors by a Court of competent jurisdiction in
Nigeria.

(e} ATLANTIC liguidates or terminaies ifs corpordte existence.
() There is a breach of ATLANTIC's parent company guarantee.

(@)  The disposal of ATLANTIC's rights and interests under this Agreement
through the sale of its parent company;

(h) The attainment of 451.6 Million Barrels subject to Arficle 3.1.

242 Terminafion for any of the evenis specified in this Article 24.1 (c-i) above;

243

24.4

shall be with immediate effect and NPDC may by written notice to
ATLANTIC declare the Agreement terminated.

If the cause for termination is an event specified in Aricle 24.1 {a) and (b),
NPDC may give written notice thereof to ATLANTIC  to remedy such
default within a period not less than thirly (30) working days of receipt of
NPDC's notice. If upon the expiration of such period such default has not
been remedied or removed, the Agreement shail automatically
terminate.

Except such rights of ATLANTIC  that may have accrued prior to the date
of fermination, ATLANTIC's rights shall cease upon termination of this
Agreement. Such termination shall take place without prejudice to any
other rights or remedies which may be avdilabie io either Party.
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ARTICLE 25

NOTICES

25.1

252

SAA_OML 30_NPDC_ATLANTIC_ 2011

Any notices required to be given Ly either Party to the other shall be in
writing and shall be deemed to have been duly given if sent and
received by e-mail, mail, fax, telegram or cable (confirmed by mail) or
registered post to, or hand delivered af the following registered offices:

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

ATLANTIC :

ATLANTIC  ENERGY DRILLING CONCEPTS NIGERIA LIMITED,
50D GLOVER ROAD,
IKOY], LAGOS, NIGERIA.

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

GENERAL PROVISIONS

26.1

26.4

26.5

26.6

In consultation with ATLANTIC , NPDC shall obtain and pay for all
necessary permifs or autherity for the use of any pafent, device,
instrument and the like not belonging to NPDC, necessary for the
operations and such cost shall be paid for by ATLANTIC  and recovered
fhrough Cost Oil. NPDC agrees to defend after consultation with ATLANTIC
, adll legal proceedings brought agdinst it or ATLANTIC claiming
infringement of a patent on any method or equipment selected or
fumnished by NPDC or in its performance of the obligations under this
Agreement, provided NPDC nofifies ATLANTIC promptly in writing of any
such infringement or claim against it and ATLANTIC  gives NPDC authority,
information and assistance for the defense or assistance in defense of
such proceeding. ATLANTIC may be represented by its own counsel and
may parficipate in proceedings to which it and NPDC are defendants,
provided however that NPDC shall control the defense thereof.

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

Except as provided in Articles 3, 24 and 24.9, this Agreement shall not be
terminated, amended or modified in any respect except by mutual
conseni in writing of the Parties hereto.

The fitle of this Agreement, the sequence and headings of the Articles of

this Agreement have been adopted for idenfification and reference
purposes only, and do not and shall not affect the meaning or
interpretation of this Agreement.

if at any fime, any provision of this Agreement is or becomes illegal,
invalid, or unenforceable In any respect under the laws of any relevant
jurisdliction, neither the legality, validity or enforceability of the remaining
provisions nor the legality, validity or enforceability of such provisions
under any other laws, shall in any way be affected or impaired thereby
and the remaining provisions of this Agreement shall be construed and
enforced as if the Agreement did not contain such invalid, illegal or
unenforceable provisions.

~ This Agreement together with attached Annexes shall constitute the enfire

agreement between the Pariies in respect. of the transaction
contemplated herein and shall supersede dall previous arrangements,
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26,7

26.8

26.9

26,10

promises, agreements, correspondences, efc. made in relation to this
Agreement,

ATLANTIC  hereby represents and warrants that they have not engaged
and shall not engage any person, firm or company as a commission
ageni for purposes of this Agreement and that they have not given or
offered to give [(directly or indirectly} to any person any bribe, gift,
graiuity, commission or other thing of value, as any inducement or reward
for doing or forbearing to do any action or take any decision in relation to
this Agreement or for showing or forbearing to show favour or disfavour to
any person in relation thereto.

ATLANTIC  further represent they have not either directly or indirectly give
to any person, director, employee, representative or agent of the other
Party or any Government official any commission, fee, rebate, gift or any
entertainment of significant cost or value and shall not procure the
services of any commission agent or other third party to give any such gift,
fee, reward, concession, bribe, entertainment of significant cost or value
or anything of a similar nature, for the purposes of influencing or inducing
positively or adversely the execution of this Agreement or the doing of any
act in connection with this Agreement.

If ATLANTIC  or any of their personnel, representatives, agenis or sub-
contractors gives or offers to give (directly or indirectly) fo any person any
such inducement or reward or anything of value, the other Party may
terminate this Agreement immediately without prior notification, It is
hereby expressly siated that the termination of this Agreement under this
provision shall not be deemed a breach of the Agreement and shall not
give rise to any claim for cost or compensation or loss of profit on the part
of the other Party.

NPDC agrees to indemnify, keep indemnified and hold harmiess ATLANTIC
against any costfs, decommissioning liabilities and environmental liabilities
of whatsoever nature and howsoever arising and any costs, expenses,
liabilities or other charges incurred as a result of or in connection with any
termination, dismissal or redundancy of any person employed or engaged
by NPDC arising prior to the Effective Dale.

In the event that ATLANTIC acquires a participating interest in the OML,
Parties shall negotiate and execute a joint operating agreement (" Joint
Operating Agreement” or "JOA"} o govern their relationship in the OML. Rﬁ
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IN WITNESS WHERECF THE PARTIES herein have caused this agreement to be
executed the day and year first above written.

Signed for and on behaif of NIGERIAN PETROLEUM DEVELOPMENT COMPANY
LIMITED by:

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

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

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

Signed for and on behalf of ATLANTIC ENERGY DRILLING CONCEPTS NIGERIA
LIMITED by:

Designoﬁon:...(’M( QMA'N

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

In the presence of:
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ANNEX A

{INSERT COORDINATES OF OML 30)
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ANNEX B

TO THE STRATEGIC ALLIANCE AGREEMENT BETWEEN NPDC AND ATLANTIC FOR THE

DEVELOPMENT AND PRODUCTION OF CRUDE OIL AND NATURAL GAS FROM OML 30
DATED THIS

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

ARTICLE |
APPLICATION

1. This Annex "B" defines the obligations of NPDC to ATLANTIC  in the conduct of
Petroleum Operations.

Z. In the event of a conflict between the terms of this Annex “B" and the
Agreement, the terms of the Agreement shall prevail.

3. This Annex "B" may be amended from fime 1o fime by mutual consent of the
Parties.
ARTICLE 1l
DEFINITIONS
1. The definitions contained in this Agreement shall apply to any and all purposes in

this Annex “B" and shall have the same meanings.
2. “"Operator” shall be as defined in the Agreement.
ARTICLE IlI
CONDUCT OF PETROLEUM OPERATIONS
1. The Parties acknowledge that the two main objectives to bé achieved
through this Agreement are:

(a) the funding of NPDC's 55% share of Petroleum Operation Cost in retation
to the Contract Areq; and

{b) the conduct of Petroleum Operations and iraining of NNPC/NPDC staff. (I(({‘Y
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NPDC shall conduct Petroleum Operations through its own staff and
professionals seconded by ATLANTIC  who shall occupy well defined

and mutually agreed positions. The manning level and tenure of
secondment shall be agreed by the Parties,

ATLANTIC  shall give one month prior written nofice of de-secondment

of any personnel. Any agreed replacement personnel shall work with
de-seconded staff for a reasonable handover period.

The position of Head of Pipelines and Faciliies and Head of Gas
Marketing shall each be manned by a ATLANTIC nominee for fraining
and capacity building of NPDC personnel for a maximum period of
three (3) years after which such position shall revert 1o NPDC.,

ARTICLE IV

RIGHTS AND DUTIES OF OPERATOR

1. In the conduct of Petroleum Operations, Operator shall:

(a)

(o)

{e)

(f)

(g)

perform Petroleurn Operations in accordance with the provisions
of this Agreement;

carry out the decisions of the Operating Commitiee;

conduct all Petroleum Operations in g diigent, safe and efficient
manner in accordance with good and prudent oii field practices
generdlly followed by the international petroleum industry;

prepare and submit fo the Operating Committee the proposed
Work Programme and Budgets as provided in Arficle 8 of the
Agreement;

acqguire all permits, consents, approvals, surface or other rights
which may be required for or in connection with the conduct of
Petroleum Operations;

permit the representatives of ATLANTIC  to have at all reasonable
fimes and at their own risk and expenses reasonable access to the
Petroleum Operations with the right to observe such Petroleum
Cperations;

prepare and furnish such reports, records and information as may
be required pursuant io the Agreement;

take all necessary and proper measures for the safety or the

protection of life, health, environmeni, and property in the case of -

an emergency; provided, however, Operator shall promptly nofify
ATLANTIC  of the details of such emergency and measures.
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ARTICLE V

INFORMATION SUPPLIED BY OPERATOR

Operator shall consult freely with, and shall make full and frank disclosure to
ATLANTIC  conceming Petroleurmn Operations and keep them currently advised
of all matters of importance arising in connection therewith.

Operator shall promptly furnish ATLANTIC — with the following reports and data in
hard and digital copies as available and compiled from Petroleum Operafions.

()

(d)

o

raw stack data and final stack and migrated seismic data {after
roufine and special processing). associated velocity and
navigation daia in a mutually agreed standards format for 20
seismic and in digital format only for 3D seismic;

final geclogical and geophysical maps, evaluation reports,
prospect listings and reports including representative interpreted
sections and work station files where appropriate;

well proposals, location reports, site survey reports and driling
programmes prior to or concurrent with Government filing or at
such earlier fime as may be specified by the Agreement;

daily (seven days a week) drilling progress reports to include basic
drilling information and weekly driling summary reports to include
an estimate of cumulative cost. Mudlog data, MWD and other
similar data gathered during driling to be forwarded after
validation by Operator;

all well logs af mutually agreed scales and format together with
data on plugging, coring, testing, deviation surveys, velocity
surveys and samples;

intermediate and final geotechnical reporfs, drill stem and well
test reports, core analysis reports and final well reports;

provide ATLANTIC with daily production figures;

weekly produciion summary and engineering activity reports;
monthly reports on engineering studies, development schedules
and progress reports on development projects, which shall at

least, depict the stajus of each such project from inception to
date, its cumulative costs to date and the commitments taken;

SAA_OML 30_NPDC_ATLANTIC_2011 Page 42




ST a1 YT AITRNL S8
5 i

(i) monthly reports on production with performance daia listed by
field, wells and raservoir;

{k) annual reserves reports including proved developed reserves:

(I} long term production forecasts submitted with the annual Work

Programme and Budget on a yearly basis with the budget year
shown on a guarierly basis;

{m)  prompt reports on well developments of significance such as
blowout and prompt nolice of special events of importance to the
Pelroleum Operations, such as fire, accident, sabotage or acts of
God involving loss of life or serious property damage, stikes and
riots, changes in production level affecting quota or relevant
government actions, Such reports or nofices shall be given by

telex, telefax, telephone or equivalent means and confirmed in
writing;

(n) copies of accounting reports;

(o) a quarterly report detailing and comparing approved budgeted
amounts to actual amounts with an explanation for significant
variaiions;

(o) coples of all reports relating to Peiroleum Operations (including
safety performance statistics and incident report) furnished by
Operator to the Government;

{q) other reports as frequently as is justified by the activities or as
instructed by the Operating Committee;

() a monthly report on key operating performance data with a
summary of all Petroleum Operaiions with updated schedules of
events. These should include safety and environmental statistics,
oil spills, produced water discharged, flaring volumes and related
data. One such report shall be an annual summary and should
include summary stafistics reported on a monthly basis and a
discussion of significant evenis during the year including current
programmes, current and emerging issues, status of regulatory
complicnce parameters used to monitor performance, plans and
objectives for the coming year;

(5) as soon as available, on request, an individual set of washed or
unwashed well drill cutting samples or access to cutfings if
insufficient samples exist; and

hydrocarbons or access to samples if insufficient amounis remain

(1) as soon as available, dallotments of core, formation water, and ﬁﬁ’(
after Operator's analyses.

g e s SRS
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(U) Operator shall promptly supply 1o ATLANTIC  as soon as available -

(i)

(it

iy

(iv)

{vi}

{vii)

(i)

(ix)

(%)

G copy of all logs and surveys made including a complete
log, electrical or otherwise, of each well from surface to final
depth;

a copy of all diill stem tests and analytical reports including,
without limitation, botfom hole or recombined fluid sample
analyses, descriptions of core and cuttings, samples and
analyses, Crude Oil and or Natural Gas analyses and any
and all data obtained and interpretations thereof;

a copy of the plug-back record in the event that any will or
part thereof is abandoned;

a copy of the final geological report and the drilling,
completion and work over report on all wells;

copies of all geological and geophysical surveys and
reports, maps relafing to drilling proposals and final well
reporis made by the Operator orits contractors;

field and well performance data;

monthly statements of Pefroleum won and saved from the
Coniract area including Crude Qil and Natural Gas stocks
and tanker loadings;

weekly well progress reports which include, for the week
concerned, a brief description of the work performed, the
interval drilled, the type and depth of formation penetrated,
the size and landed depth of any casing, the type and
results of any tests made and such other well information
and data as each Party may, from time to time, reasonably
specified; and

such additional reports as ATLANTIC  may require including
a copy of dll reports on technical studies and research
conducted or commissioned by Operator in respect of
Petroleum Operations.

Copies of major coniracis for the execution of Peiroleum
Operations as may be requested by ATLANTIC,
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ANNEX C

TO THE STRATEGIC ALLIANCE AGREEMENT BETWEEN NPDC AND ATLANTIC FOR

THE DEVELOPMENT AND PRODUCTION OF CRUDE OiL AND NATURAL GAS
FROM OML 30

DATED THIS QFﬂDMD]CMWﬂOU_

ACCOUNTING PROCEDURE

ARTICLE |

GENERAL PROVISIONS

1. Definltions

This Accounting Procedure attached o and forming a part of the Agreement is
to be followed and observed in the performance of either Party's obligations

thereunder. The defined terms appearing herein shall have the same meaning
as is ascribed to them in the Agreement.

2. Accounts and Statements

NPDC shdall keep accounting records and books as provided under Article 14.1
of the Agreement in accordance with generally accepted accounting

principles consistent with modern pefroleum industry praciices and
procedures.

Alf original books of accounts together with original supporfing documeniation

shall be kept and maintained in Nigeria in cempliance with all Nigerian laws and
regulations,

3. Other

In the event of a conflict of the terms of this Procedure and the Agreement, the
terms of the Agreement shall prevail.

ARTICLE II
PETROLEUM OPERATIONS COSTS

Pefroleum Operoﬁons Costs shall be defined as all costs, expenses paid and

obligations incurred by the Operator in carrying out Petroleum Operations and Rﬁfr
shall consist of {1} Non-Capital Costs, and (2) Capitai Costs.
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1. Non-Capital Costs

“Non-Capital Costs" means, those Peiroleum Operations Costs incurred that are

chargeable to the current year's operations. Non-Capitat Costs include, but are
not limited io the following:

SAA_OML 30_NPDC_ATLANTIC.2011

(a) General office expenses - office, services and general

administration services pertaining to Petroleum Operations including
but nat limited to, services of legal, financial, purchasing, insurance,
accounting, computer, and personnel department,
communicaitons, fransportation, rental of specialized equipment,
charitable  contributions  and  approved community  related
EXPENses.

Labour and related costs - salaries and wages, inciuding bonuses,
of employees of the Parfies who are directly engaged in the
conduct of Petfroleum Operations, whether femporarily or
permanently assigned, irespective of the location of such
employee including but not limited to, the costs of employee
benefils, customary allowances and personal expenses incurred
under each Party's practice and policy and amounts imposed by
applicable Governmental authorities which are applicable to such
employees. These costs and expenses which shall be disclosed fo
the Parties shall include:

(i) Cost of established plans for employee group life insurance,
hospitalization, pension, refrement, savings and oiher
benefit plan;

(i) Cost of holidays, vacations, sickness and disability benefits;
(iif} Cost of living, housing and other customary allowances;

(iv) Reasonable personal expenses which are reimbursable
under each Party’s standard personnel policies;

(v} Obkligations imposed by Governmental authorities;

(Vi)  Cost of transportation of employees, other than as provided
in paragraph {c) below, as required in the conduct of
Petroleum Operafions; and
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(Vi)  Charges in respect of employees temporarily engaged in
Petroleum Operations which shall be calculated io reflect

the actual costs thereto during the period or periods of such
engagement.

{c] Employee refocation costs - costs for relocation, fransportation and
fransfer of employees of the Parties engaged in Pefroleum
Operations including, but not limited to the cost of freight and
passenger service of such employees' families and their personal
and household effects together with meals, hotel and oiher
expenditures related to such transfer incurred with respect fo:

(i) employees of the Parfies within and or outside Nigeriq,

including expatriaie employees, engaged in Petroleum
Operafions;

(if) fransier to or from Nigeria for engagement in Petroleum
Operations;

(i) relocation costs and other expenses incurred in the final

repatriation or transfer of each Pariy's employees and
families.

Provided always that:

a} such relocations are pre-approved by the Operating
Committee;

b) relocation costs incurred in moving an employee and his
family beyond his paint of origin, established at the time
of his fransfer to the project, in Nigeria wil not be
recoverable as Petroleum Operations Cost, and

c) no charge shall be made to the Petroleum Cperation
with respect to the expenses incurred in the final
repafriafion or transfer of the expalriate employees and
families to other areas outside of the Coniract Area.

{iv] Nigerian employees on fraining assignments oufside Nigeria.

(d) Services provided by third parties — cost of professional,
technical, consultation, utilities and other services procured
from third party sources pursuant to any contract or other
arrangements between such third parties and the Operc‘ror for ‘ajlfv
the purpose of Petroleum Operations.

e O
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(e} Legal expenses — All costs or expenses of handling, investigating,
asserting, defending, and settling litigation or claims arising out
of or relating to Petroleum Operations or necessary fo protect or
recover property used in Pefroleum Operations including, but
not limited to, legal fees, court costs, arbiiration costs, cost of
investigation or procuring evidence and amounts paid in
setflement or satisfaction of any such litigation, arbitration or
claims in accordance with the provision of the Agreement,

(f} Services provided by Affiliates of the Parties — professional,
administrative, scientific, technical services for the direct benefit
of Peiroleum Operations including, but not limited to, services
provided by the exploration, production, legal, financial,
purchasing, insurance, accounting and computer services
departments of such Affiiates. Charges for providing these
services shall reflect the actual cost only and must be consistent
with international market prices and shall not include any
element of profit.

fe}) Insurance premiums and seftlemenis - premiums paid for
insurance normally required to be carried for the Petroleum
Operations together with all expenditures incurred and paid in
sefflement of any and all losses, claims, damages, judgments,
and other agreed expenses.

(h) Duties and faxes - all duties and laxes, fees and any
Government assessments, including but not timited to, gas flare
charges, license fees, custorns duties, and any other payments
to the Government, other than taxes due on ATLANTIC s
income.

(k) Intangible drilling costs - expenditures for labour, fuel, repairs,
maintenance, hauling and supplies and materials (ot
including, casing and other well fixtures) which are for or
incidental to drilling, cleaning, deepening or completing wells
or the preparation thereof incurred in respect of:

{iy determination of well locations, geological, geophysical,
topographical and geographical surveys for site evaluation
preparatory to drilling including the defermination of near
surface and near sea bed hazards, cleaning, draining and
leveling land, road-building and the laying of foundations,

1. diilling, shooting, testing and cleaning wells, and

2. ereciion of rigs and tankage assembly and installation of ﬁﬂ’(
pipelines and ofher plan and equipment required in the

4
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preparation or driling of wells producing Crude Oil and
Natural Gas.

{f) Geological and geophysical surveys — labour, materials and services used

in aerial, geological, topographical, geophysical and seismic surveys
incurred in connection with Petroleum Operations.

(M)  Operatfing expenses ~ labour, materials and services used in day to day oii
and gas well operations, oil and gas field production facilities operations,
secondary recovery operations; storage, transportation, delivery and
marketing operations; and other operating activities, including repairs,
well workovers, maintenance and related leasing or rental of all materials,
equipment and supplies.

{n)  Exploration and appraisal drilling — all expenditures incurred in connection
with exploration drilling and the driling of appraisal wells and drilling of
development wells, including costs incurred in respect of casing, well
cement and well fixtures.

(o) Abandonment/Decommissioning - a provision for all expenditures
incured in connection with the plugging of wells; the removal and
disposal of equipment and facilities including well heads, processing and
storage facilities, platforms, pipelines, transport and export faciltties, roads,
buildings, wharves, plants, machinery, fixtures, the restoration of sites and
sfructures including the payment of damages to property lessors, The
expenditures will be estimated on the basis of technical studies by the
Operator and shall be approved by the Operating Committee. Annual
budget provisions for such expendiiure shall be made after full recovery of
all Development Cost or at the expiration of three (3) years whichever
comes first taking into account the relationship between estimated total
abandonment cost and anticipated remaining production reserves from
the Contract Area. Following establishment of such funds, yearly
contributions from Cost Oil and Cost Gas shall be made into an account
to be opened and maintained by NPDC. Any balance on the fund after
fotal abandonment shall revert to NPDC.

2, Capital Costs

"Capital Cosis" means, without limitations, expenditures which are subject to a
Capital Allowance under the PPT Act. Such expenditures normally have a useful
life beyond the year incurred and include but are not limited to the following:

{a) Plant expenditures — expenditures in connection with the design,
construction and installation of plant focilities (including machinery,
fixtures, and appurlenances) associated with the production and
processing of Crude Ol and Natural Gas {except such costs properly Mﬂ—)
allccable to intangible driling costs) including offshore  platforms,

L
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(b)

(F)

secondary or enhanced recovery systems, gas injection, water disposal,
expenditures for equipment, machinery and fixtures purchased to
conduct Petroleum Cperations such as office furniture and fixtures, office
equipment, automotive equipment, pefroleum operational aircraft,
construction equipment, miscellaneous equipment.

Pipeline and storage expenditures ~ expenditures in connection with the
design, installation, construction of pipeline, transportation, storage and
terminal facilities associated with Petroleum Operations including tanks,
metering and export lines. '

Building expenditures — expenditures incurred in connection with the
consfruction of buildings, structures or works of a permanent natfure
including workshops, warehouses, offices, roads, wharves, furniture and
fixtures related to employee housing and recreational facilities and other
tangible property incidental to construction.

Drilling expenditures - expenditures for tangible goods in connection with
driling wells such as casing, tubing, surface and sub-surface production
equipment, flow lines, instruments; costs incured in connection with the
acquisition of rights over the Contract Area pursuant to paragraph 1 {d){ i}
of the Second Schedule of the PPT Act excepl any bonuses paid under
Article 2 of the Agreement.

Pre-Production expenditures — all costs {including those otherwise falling
within Non-Capital Costs described in paragraph 1 of this Article H)
incurred before the first accounting period relevant o PPT calculation.

Material inventory — cost of material purchased and maintained as
inveniory items solely for Petroleum Operations subject to the following
provisions:

i) The Operator shall source and purchase any materials
required for Pefroleum Operations, including those required
in the foreseeable fuiure. Inventory stock levels shall take
account of the time necessary to provide the replacement,
emergency needs and similar considerations.

i) Materials purchased by the Operator for use in Petroleum
Operations shall be valued so as to include invoice price
(less prepayment discounts, cash discounts, and other
discounts if any} plus freight and forwarding charges
between point of supply and point of destination but not
included in the invoice price, inspection costs, insurance,
customs fees and taxes, on imported materials required for
this Agreement.
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iii) Materials not available in Nigeria supplied by ATLANTIC  or
from its Affiliates' stocks shall be valued at the current
competitive cost in the international market.

iv) The OQperafor shall maintain  physical and accounting
controls of materials in stock In accordance with general
practice in the intemational petroleum industry.  The
Operator shall make a total inventory at least once a year,
Each Party may however carry out partial or total inventories
at its own expense, whenever it considers necessary,
provided such exercise does not unreasonably disrupt
Petroleum Operations.

ARTICLE {li
COMPUTATION OF ROYALTY AND PPT

1. The Operator shall compute the amount of Royalty payable by NPDC
pursuant to Arficle 17 of this Contract. Such amounts shall be computed
as provided under the Petroleum Act, CAP P10 LFN 2004 and the
Petroleum Profifs Tax Act, CAP P13 LFN 2004 {"PPT Act") and the provisions
of this Agreement. For purposes of Article IV of this Accounting Procedure,
Operator shall compute the Royalty payment in a given month based on
the prevailing fiscal value of the Crude Qil and/or Natural Gas produced
during the second preceding month. The applicable Royalty rate shall be
in accordance with the applicable legislation.

2(a} The Operator shall compuie the PPT payable by NPDC pursuant to Article
17 of the Agreement in accordance with the provisions of the PPT Act and
any prevailing Government fiscal incentives.

(o} The PPT rate is currenily 65.7% for the first five {5) years from the
commencement date.

ARTICLE IV

ACCOUNTING ANALYSES

1. A monthly dccounfing analysis in the form of Schedule C-1 atfached to
this Accounifing Procedure shall be prepared by the Operator and
furnished to ATLANTIC  within sixty {60) days of the end of the period
covered by such analysis for consideraiion and approval.

2. The Market Price and the quantities actually lifted by the Parties shall be
used to compute the proceeds as reflected in Section A of each
Schedule C-1 and the allocation of such proceeds in the categories gff
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described under Article 10.2 of this Agreement shall be reflected in
Section B thereof.

3. The dllocation of the quantity of Available Crude Oil and Available

Natural Gas shall be in accordance with the percentages in Article 10 of
this Agreement and the provisions of the Allocation Procedure.

4, The priority of allocation of the total proceeds for each period shall be as

follows:

{a) Royalty Gil/Royalty Gas,
(b) Cost Oil/Cost Gais,

(c)  Tax Qil/Tax Gas

(d)  Profit Oll/Profit Gas.

5. The amount chargeable to and recoverable from Royalty Qil/Royalty Gas,

Cost Oil/Cost Gas, Tax Qil/Tax Gas to be entered in Section B of Schedule
C-1 shall be determined as follows:

(Q) Royalty Qil/Royalty Gas — The sum of royaities payable during such
month,

(b} Cost Qil/Royalty Gas — The Petroleum Operations Costs applicable
to such month for purposes of Cost Qil and/or Cost Gas as follows:

(i} Non-Capital Costs shall be the amount recorded in the
bocoks and accounts of the Operator for such month in
accordance with this Accounting Procedure.

(ii) Capital Costs recorded in the books and accounts of
Operator shall be recoverable in full and chargeable in
equal installments over a five (5) year period or the
remaining life of this Agreement, whichever is less.
Amortization of such costs shall be in accordance with the
method prescribed under the Second Schedule of the PPT
Act, or over the remaining life of this Agreement, whichever
is less.

(iii) Qudiifying Pre-Production Costs for the Contract Area shall
De in accordance with the PPT Act and CITA as applicable.

(c) Tax Oi/Tax Gas - The sum of the PPT or CIT payable for such month !’;5/
as provided under Article Il {2} of this Accounting Procedure, for M
purposes of Tax Oil/Tax Gas.

SAA_OML 30_NPDC_ATLANTIC_2011 Page 52

SAEITE |1 T B R M LSTARY TA 1T




(d) Any carryover from previous months as provided under paragraph
6 of this Arlicle,

Any amounis chargeable and recoverable in excess of the dllocation of
proceeds for the month fo Royalty Qil/Royalty Gas, Cost Qil/Royalty Gas
and Tax Qil/Tax Gas shall be carred forward 1o subseqguent months.
Carryovers shall be determined as follows:

{a) A Royalty Oil/Royalty Gas value camryover results when the

proceeds for such month are insufficient for recovery of the Royalty
Oil/Royalty Gas due for the month.

{b) A Cost Qil/Cost Gas value carryover results when the proceeds
remaining after allocating a portion of the Proceeds to Royalty

Oil/Royalty Gas is insufficient for recovery of Cost Qil/Royalty Gas
due for the month,

(c) A Tax Qil/fTax Gas value carryover results when the Proceeds
remaining after allocating a portion of the Proceeds to Royalty
Qil/Royalty Gas and Cost Qil/Cost Gas are insufficient for recovery
of the Tax Qil/Tax Gas due for the month.

Profit Oil/Profit Gas results where Proceeds remain after allocations o
Royalty Qil/Royalty Gas, and Cost Oil/Cost Gas and Tax Qil/Tax Gas
pursuant to paragraph 5 of this Arficle 1V. Profit Oil shall be aliocated and

Profit Gas shall be shared by the Parties in accordance with Article 10 of
this Agreement,

A computation of Profit Oil/Profit Gas shares in the form of Schedule C-2

attached to this Accounting Procedure shall be submitted monthly,

ARTICLE V

OTHER PROVISIONS

1{a).

For as long as the conduct of Petroleum Operations subsists, the
Operator shall open and keep a project development bank
account(s) exclusively for this Agreement where all funds remitted
by ATLANTIC  shall be deposited for the purpose of meeling
Petroleum Operations Costs subject to the provisions of Article 8.1
of the Agreement, For purposes of keeping the books of accounts,
any Foreign Currency remitted by ATLANTIC  into Nigeria shall be
converted into Naira at the monthly exchange rates advised by
the Central Bank of Nigeria.

e e s sl s ]
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I{b)

I{c)

The Operator shall also open and maintain o Production
Operations account to receive proceeds of Cost Oil allocated to
finance Production Operations

NPDC shall open and maintain an abandonment account to
receive Cost Oil/Cost Gas allocated to finance abandonment and
decommissioning costs.

The Operator shall prepare financial accounting and budget
statements in accordance with the agreed reporting format. The
Operator shall report on the cumulative production in the Contract
Ared in the Form on Schedule C-3 attached.,

Invoices not duly certfified by both Parties as part of Petroleum
Operations cost shall not be admitted into records and accounts
for the purposes of cost recovery.

Schedule C-1
Monthly Accounting Analysis

Month of

Section A — Liffing Summary

Liffing Crude RP/Market | Volume | Proceed | Proceeds Received By:
Date Type | Price Bbls s US$
US3$/Bbl NPDC ATLANTIC
Totals
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Section B — Allocation of Proceeds — Expressed in U.S. Dollars

CATEGORY

PRIOR MONTH
CARRYOVER

CURREN
MONTH
CHARGES

RECOVERABLE
THIS
MONTH

| ALLOCATION

OF
PROCEEDS:

CARRYOVER

ATLANTIC [NPDC.

Royalty
Oil/Royalty
Gas

Cost Qil/

' Cost Gas

Tax Oil/

Tax Gas

i

NPDC  Profit

Qil/

Profit Gas

ATLANTIC
Profit
Qil/

Profit Gas

Totals
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Schedvule C-2

Profit Qil/Profit Gas Shares
Month of

Section A —Total Production for the Month

Section B — Total Profit for the Monih
Held Total Net Barrels/Mcf Category UsS$

Proceeds

Royalty Oil/Royalty Gas
Cost Qil/Cost Gas
Tax Oil/Tax Gas

Profit Oil/Profit Gas

Section C - Calculation of Profit Qil/Profit Gas Shares

Barrels/Day Monthly production % of Total Monthly Monthly Profit
Profit Share NPDC ATLANTIC  Produced for Barrels
Production US$ Profit  Profit

-

month Us$ $ M

e ]
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SCHEDULE C-3

Cumulative Production Analysis
Section A — Monthly Production

Crude/Gas Planned Planned Cumulative | Actual Production | Actual
Type Production Cumulative
For Month For Quarter For Month For Quarter
Bbls/Mcf Bbls/Mcf Bbls/Mcf Bbls/Mcf
BBls/Mcf Bbls/Mcf Bbils/Mcf Bbls/Mcf

Totals

SECTION B ~ Cumulative Production

Crude/Gas Type | Cumulative Previous Quarter Cumulative
Production Cumulaiive Preduction fo
For Quarter Bbls/Mcf | Production B/F date Bbls/Mcf
Bbls/Mcf
TOTALS

SECTION C ~ Cumulative Production/Liftings/Storages

Crude/Gas Type Cumulative Cumulative Liftings | In Storage

Production

TOTALS (WA/ '
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ANNEX D

To The STRATEGIC ALLIANCE AGREEMENT Between NPDC and ATLANTIC

Dated 2% Dagy of- My 80|

ALLOCATION PROCEDURE

ARTICLE |
APPLICATION

1. This Allocation Procedure (“this Procedure”) sets out the methods for the
allocation of Available Crude il from the Contract Area and the Parties

shall allocate all lifing of Available Crude Off in accordance with this
Procedure and the Agreement.

2. In the evenf of a conflict between the terms of this Annex and this
Agreement, the terms of this Agreement shall prevail.

3. The procedures set forth herein may be amended from time to fime by
agreement of the Parties.

ARTICLE 1l

1. The words and expressions defined in this Agreement when used herein
shall have the meaning ascribed to them in this Agreemeni. In addifion,
fhe following words shall have the meanings set forth below:

(a} "Curreni Quarter” means, the calendar quarter within which the
relevant Schedules are prepared and submitted;

(b}  “"Forecast Quarter" means, the first calendar quarter succeeding
the Current Quarter;

(c} "Liffing Allocation” means, the quantity of Available Crude Ol
which each Party has the right to take in kind, lift and dispose of in
accordance with Article 10 of the Contract;

Parties have the right fo dispose off in accordance with Article 10

(d} "Off Take Quantity” means, the quantity of Natural Gas which the wffﬂ/
of this Agreement.
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(e) "Primary Nomination” means, written statement issued by each
Party to the other at least twenty-five (25) days prior to the
commencement of each quarter declaring the volume by grade
of ifs estimated Lifting Allocation and Off take Quantity which the
Party desires to lift or off take during the Forecast Quarter:

() "Proceeds Imbalance” means, the difference between each
Party’s Proceeds to which it is entitled and the Proceeds which
each Party has actually received, as reflected in each quarter's ‘

Schedule D-2 of this Annex.

ARTICLE {l]

LIFTING ALLOCATION

1. On or before September 30 of every year, Operator shall advise ATLANTIC
of its forecast of the Available Crude Oil and to be produced by grades
during each month of the first six {6) months of the next ensuing year.

2. On or before March 31 of every year, Operator shall advise ATLANTIC  of ifs
forecast of Available Crude Oil and Available Natural Gas to be produced
during each month of the six {6) months commencing July 1, of the year.

3. Thirty-five (35) days before commencement of production from the Contract
Area and ‘thereafter thirty-five (35) days prior to the beginning of the
Forecast Quarter, Operator shall notify ATLANTIC  the estimated Liffing
Allocation and Off Take Quantity which can be produced and made
available for disposal during the Forecast Quarter. Such estimated Lifting
Allocation and Off Take Quantity shall take into account any Proceeds
Imbalance for the quarter first preceding the Current Quarter and any
estimated Proceeds Imbalance for the Current Quarter computed in
accordance with paragraph 3 of Article V. Such noiice shall be in the form
of Schedule D-1 attached hereto indicating the estimated quantities of
Royalty Qil/Royalty Gas, Tax Qil/Tax Gas, Cost Qil/Cost Gas and Profit
Qil/Profit Gas, each Party’s estimated Lifting Allocation and Off Take
Quantity, the estimated Redlizable Price used fo prepare such estimated
Lifting Allocation.

4, Not later than twenty-five {25) days before the beginning of Forecast
Quarter, each Party shall notify the other of is Primary Nomination of
Avdilable Crude Qil which it infends to lift during the Forecast Quarier which
shall not exceed its estimated Lifting Allocation. Such notice shall include the M

. ______
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information described in Arficle IV, paragraph 1 of this Annex D -
Nomination, Ship Scheduling and Lifting Procedure,

5. The estimated Market Price o be used by Operator o prepare Schedule D-1
(Estimated Quarterly Lifing Allocation} shall be the Market Price.

6. Each Party shall be obliged to lift its own allocation in accordance with the
Nomination, Ship Scheduling and Liffing Procedure {Annex E). In the event
that one Party lifts the other Party's allocation, pursuant 1o Article 10.5 of this
Agreement the liffing Party shall pay to the non-lifting Party the applicable
proceeds pursuant to Article 10.5 of this Agreement. In such case, the non-

lifting Party shall be freated for all other purposes under this Agreement as
though it had lifted the allocation itself.

ARTICLE |V

1. On or before thirty-fifth {35) day prior to the last day of the Current Quarter,
the LUfting Allocation for the first preceding quarter thereto shall be
computed and the Proceeds Imbalance determined and agreed to by
NPDC in the form of Schedule D-2 attached hereto. Section A of such
schedule D-2 shall be based on the actual liftings made by the Parties and
the Proceeds therefrom. For the actual liftings of the months in the quarter
Schedule C-1 (of the Accounting Procedure) shall be utilized.

2. On or before thirty-fifth (35} day prior to the last day of the Current Quarter,
the Proceeds Imbalance for the Current Quarter shall be estimated, taking
info account the actual Proceeds Imbalance computed for the first
preceding quarter under paragraph t of this Article tv.

3. The Proceeds Imbdlance for the first preceding quarter computed under
paragraph 1 above and the estimated Proceeds Imbalance for the
Current Quarter computed under paragraph 2 above shall be taken into
account by the Parties by debiting or crediting such Proceeds Imbalances
to each Party's share of the estimated Liftfing Allocation reflected in
Schedule C-1 of Annex "C" for the Forecast Quarter field by dividing the
respective Proceeds imbalance by the Market Price applicable for the
period in guestion.

4, Notwithstanding the reports required to be kept by Operator pursuant to
Article IV in Annex E, Operator shall keep complete records of all liffings. At
the end of each quarter, the Parfies will meet to reconcile the Lifiing
Allocations and the actual liffing with a view to making adjustmenis as
appropriate. [f any disagreement arises with respect to such reconciliation, R{Jr’
the area of disagreement shall be mutually resolved by the Parties, in

S et
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accordance with the official records of the Ministry of Petroleum
Resources.

All Liffing Allocations and actua! liffing shall be audited at the end of
each calendar year by ¢ mutually acceptable independent auditor.

SCHEDULE D-1
ESTIMATED QUARTERLY LIFTING ALLOCATION
QUARTER ( - )

SECTION A - ESTIMATED TOTAL PROCEEDS

Crude Type Estimated Estimated RP | Estimated

Lifting Volume | US$/Bbi Proceeds US$

Bbls
Totals M
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SECTION B — ALLOCATION OF ESTIMATED PROCEEDS ~ EXPRESSED IN U.S.DOLLARS

CATEGORY | PRIOR MONTH | ESTIMATED RECOVERABLE ALLOCATION OF
CARRYOVER QUARTER THIS MONTH EST. PROCEEDS:
CHARGES

NPDC
ATLANTIC

Royalty Qil/
Royalty Gas

Cost Qilf j
Cost Gas

Tax Qil/

Tax Gas

NPDC Profit
Qil/
Profit Gas

ATLANTIC
Profit
Oil/

Profit Gas

Totals

Prior Quarter's Proceeds Imbalance (over) Under

Current Quarter's Estimated Proceeds Imbalance
{Over)/Under

Estimated Proceeds Aliocation For Quarter
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SECTION C ~ESTIMATED LIFTING ALLOCATION

Crude Type

NPDC  Allocation

ATLANTIC Allocation

Proceeds

Bbls

Proceeds

Bbls
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A,

ACTUAL QUARTERLY LIFTINGS ALLOCATION

SCHEDULES D-2

QUARTER { )
SECTION A — LIFTING SUMMARY
Crude Volume Proceeds Proceeds Received By | Proceeds Received
Type {Bbls) {USH) NPDC By ATLANTIC
Totals
NPDC ATLANTIC
-ATEGORY Sum of Menthly Allocation Allocation | Lifting Allocation | Lifting
of Proceed of Proceeds
Froceeds Received | Proceeds Received
'Roycl'l'y Qil
.ost Qi
Tax Oil
IPDC Profit Ol
ATLANTIC  Profit
Oil
Proceed Quarter{Over}/under
nbalance Prior Quarier(over) under
Total {over) under

r o amas i s
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ANNEX E
To The Strategic Alliance Agreement Between NPDC and ATLANTIC Dated ...

UNIFORM NOMINATION, SHIP SCHEDULING AND LIFTING PROCEDURE

ARTICLE
APPLICATION

1. This Annex E sets out the procedure for the nomination, ship

scheduling and lifting of Available Crude Qit from the Confract
Areq.

2. Pursuant to Arficle 10.2 of the Contract, NPDC and the ATLANTIC
shall

have the right to nominate, lift and separately dispose of their

agreed share of Available Crude Ol produced and saved from the
Contract Area.

3. The procedures set herein may be amended from time to time by
agreement of the Parties.

4, tn the event of a conflict between the terms of this Annex E and the
Agreement, the terms of this Agreement shall apply.

ARTICLE I

DEFINITION AND TERMINOLOGY

2. Words and expressions in this Annex shall have the meanings ascribed to
them in the Agreement. In addifion, the following words shall have the
following meanings: '

[a) “Available Production” means, the quantily of petroleum which can
be efficiently and economically produced and saved from the
producing wels subject to any limitations imposed by Government
or other technical limitations resulting from operafions.

of the Avdilable Production for the calendar month plus Opening

\

|

(b}  “"Available Monthly Scheduling Quantity” means, each Pariy’s share
Stock.

1

1

i
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(c}

(e)

(9)

)

"Actual Production™ means, the quantity of petroleum which is
produced and saved from the Confract Area on a
monthly/quarterly basis.

"Combined Liffing Schedule" means, the lifting orogrammes of the
Pariies for a given calendar month/quarter as prepared by
Operater and agreed to by the Parties,

"Commercial Production Quota™ means, the quaniity of Crude O
from fime to fime fixed or advised by NNPC as the permissible
quantity that may be produced from the Confract Area on a
crude stream basis for a particular month/quarter.

"Opening Stock'' means, the balance of each Party's available
monthly scheduling quaniity caried forward to the succeeding
month after each month's lifting. The quantity includes
credits/debifs accruing to each Party after reconclliation of
available production with liffing. This quantity is same as closing
stock for the current month.

(g)"Primary Nomination' means, a wiitlen statement issued by
each Party to Operator at least twenty-five (25) days prior to the
commencement of each calendar month of its proposed lifting
schedule based on its share of commercial production quota plus
opening stock by grade.

"Technical Allowable'” means, the quaniity of petroleum
determined and advised to Operaior by DPR as being the
maximum quantity of Crude Oil that may be technically produced
from the Contract Area on a well by well basis for a particutar
period.

"Combined Monthly Lifting Schedule' means a lifting programme

made and advised to each Party by Operator based on each
Party's Primary Nomination and lifting entitlement.

ARTICLE Il

PRODUCTION/NOTICE OF AVAILABILITY

1.  Operator shall ensure the production of the aggregate volume of Crude

Oil nominated by the Parties as provided in this Agreement.

7. 1n the event that Available Crude Qil is segregated into two or more
grades the provisions of this Annex E shall apply separately to eoc_h such
grade, to the exfent that disfibution on such a basis is imprgc‘ncoble,
separate arrangement for sharing of such Available Crude Oil shall be

agreed upon by the Parties.
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3. On or before September 30 of every year, Operafor shall advise ATLANTIC
of its forecast of the Available Production to be produced by grades
during each month of the first six (6} months of the next ensuing year.

4, On or before March 31 of every year, Operator shall advise ATLANTIC  of
its forecast of the Available Production to be produced by grades during
gach month of the six months commencing July 1 of the year.

5. Where for operational reasons Operator cannot exactly produce at the
anficipated Commercial Production Quota, Operator shall notify
ATLANTIC prompltly of any required changes exceeding 2% of the
quantities originally nofified. In any event, when the actual production for
the month/quarter is known, each Party's share will be determined in line
with the procedures contained in Article VI herein.

b. Twenty-five {25) days before the commencement of production from the
Confract Area and thereafter not later than twenty-five (25) days before
the beginning of each month, each Party shall notify Operator of its
Primary Nomination of Available Crude Oil which it intends to Iift during
the ensuing month, which shall not exceed its monthly allocation of
Commercial Production Quota plus Opening Stock.

7. At the end of each month or quarter, as may be agreed. Parties will meet to
reconcile Available Monthly Scheduling Quanfities with actual Available
Crude liffed and adjustments made where necessary, All entitements shail
be audited at the end of each calendar year by a mutually acceptakle
independent auditor.

8. Operator shall keep complete records of all liftings and provide same to
ATLANTIC in accordance with Articles Il & IV of this Annex "E".

ARTICLE |V

THE _OPERATOR'S REPORTS

1.

Operator shall, not more than fifteen (15} working days after the end of
each calendar month, and quarfer, prepare and furnish to ATLANTIC  a
writien statement showing in respect of the month and quarter
respectively:

a) Each Party’s share of Opening Stock.

b) Each Party's share of Commercial Production Quota/Available Crude

Qll;
¢} Actual Crude il quantity lifted by each Party. /YM(
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1.

d) Quantity of Crude Qil in Stock for each Party at the end of the said
- calendar month or guarter;

e} Any production losses attributable o Crude Qil, condensate or
associated gas used in Petroleum Operations.

fl  Cumulative production.

In the event ATLANTIC  disagree with any of Gperator's reports, the area
of disagreement shall be mutually resolved by the Operating Committee,

Operator shall thereafter prepare a revised report to reflect the changes
agreed. '

Operator shall send consistent statistical data to the different reporting
bodies and should adhere to agreed formats of reporting.

ARTICLE V

SCHEDULING DETAILS

Scheduling Notification - At least twenly-five (25) days prior to the
beginning of a calendar month, each Party shall notify Operator of its

proposed tanker schedule for that calendar monih specifying the
following:

(a) A loading date range of ten (10) days for each tanker lifting;

(o) . The desired parcel size for each lifling in Barrels, subject always fo
change within @ range of plus or minus five percent (5% by fhe
Party so nominating:

(¢)  The tanker's name or To Be Named (TBN) for each tanker lifting.
Tanker nominations made as TBN shall be replaced at least five (5)
working days prior to the accepted date range, unless a shorier
time is acceptable fo Operator ; and

(d) Documentation instructions shall be given for each liffing not later
than four (4} days prior to the first day of the accepted date range
for the tanker in qguestion.

Tanker Substitution — Either Party may substitute another tanker fo lift its

nominated volume of Crude Oil provided such substituted fanker has the
same anival date range as the originally scheduled tanker and all other
provisions of this Annex E are compiled with.

3, Overigpping Date Ranges — In the event the Combined Liffing Schedule
contains overlapping accepted date ranges, the fanker which gives ifs
Nofice of Readiness (NOR) and has provided all documentation and
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obtained clearances first within such accepted date ranges shall be
loaded first, unless urgent operational requirements dictate otherwise in

which case demurrage shall be borne by Petroleum Operations and
charged to Petroleum Operations Costs.

4. Confirmation_of Lifting Schedules — At ieast fifteen [15) days prior fo the
beginning of a calendar month Operator shall either confirm the feasibility
of the proposed month, liffing schedules or, alternatively, advice
necessary modifications to such schedules. Such confirmation which shall
be in the form of Combined Lifting Schedule should include a loading
date range of two (2) days for each lifting, the first day being the earliest
date of amival and the second day being the latest date of arrival.

Operator shall use its best endeavors to accommodate each Party's
Primary Nomination,

5. Operational Delays - The Parfies recognize that occasionaily
environmental and technical problems in the Contract Area may couse
delays and/or disruptions in the Combined Lifting Schedule. Operator
shall prompily nofify ATLANTIC  of such delays and/or disruptions, and
the projected termination of each of such delays and/or disruptions and
advise ATLANTIC of the revised Combined Lifting Schedule. in the event
such noftification does not allow for a revised Combined Lifting Schedule
on the part of the Parties, then any resultant costs will be charged to
Peiroleum Operation Costs.

b, Estimated Delayed Arrival of a Tanker — Whenever it becomes apparent
tnhat a tanker will not be avdailable as scheduled or will be delayed, the
Party nominatfing such tanker shall notify the» other Party of the
circumsiances and expected duration of the delays. Upon assessing the
impact that the delay will have upon the Combined Lifling Schedule and
production during the current and/or next month, Operator shall make
appropriate revision(s) fo the Combined Liffing Schedule to avoid
disrupfion in production. In the event that any Party fails to lift its
nominated snare of production in any month due to circumstances
beyond the Party's conftrol, in maintaining the lifting schedule, that Party
shall have the right during the following quarter to lift the said un-lifted
quantities to the extent reasonably possible.

7. Tanker Standards — All tankers nominated for lifting by any Party pursuant to
this Annex E shall conform to the intermnational regulations and standards
concerning size, equipment, safety, maintenance and the like adopted by
Operator for the terminal in guestion and by the appropriate government
authority. Failure of & tanker fo meet such standards shall not excuse the
nominating Party from the applicable consequences provided in the
Agreement. Operator shall keep ATLANTIC  advised as o the current
Regulations and standards in use at the terminals operated by the Operator.

8. Destination of Crude Oil — Operator shall at all fimes disclose the des’rinoﬁonﬂ(”(((
of the Crude Qil ifted under this Agreemenf.
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ARTICLE VI

PRODUCTION DECREASES/INCREASES SUBSEQUENT TO NOMINATION

I. Production decreases occuning affer liffing nominations have been
scheduled and not resulting from the foult of either Party shall be shared
by the Parties in proportion to their respective share of production.

2. Production increases occurring after lifing nominations have been
confirmed by Operator shall be shared by the Parties, in proportion to their
respective share of production.

3. To the extent that field operations permit, a Party shall have the right to
adjust its nomination during a month following confirmation of liffing
schedule provided that the nominations, enfitlemenis and lifting of ihe
other Party are not affected thereby without their express written consent.
Adjusted nomination shall always be within the limits of the Party's

dllocated portion of the Commercial Production Quota plus Opening
Stock. '

4 For the avoidance of doubt each Party's agreed share shall be based on
Actual Preduction.

ARTICLE VII

DELIVERY TERMS AND CONDITIONS

1, Tanker Nofification - The Parties shall report or ccuse the iankers
nominated for fiffing pursuant to this Annex E fo report by e-mail/
radio/telex to the Operator of each tanker's Scheduled arrival date and
hour as follows:

{a) Seven (7) days before estimated fime of arrival (ETA) or upon

clearing at last port if there is less than seven (7] days steaming
time before ETA;

(b) Seventy-two (72) hours before ETA;
{c) Forty-eight (48) hours before ETA;
(d) Twenty-four (24) hours before ETA; and

(e} Al any other time(s) between the seventy-two (72) hours nofice,
forty-eight (48) hours notice and twenty-four (24) hours notice when
ETA is to be revised by more than twelve {12} hours from that most
recently notified or after that twenty-four {24) hours nolice when
----- ETA has io be revised by more than one-nalf hour,

Parfies shall also cause such tanker so nominated, or their agent, o r_epor’r (Il‘ﬁ,
----- by radio/telex/e-mail o the Nigerian Government Port Health Official at

T S S
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the port at least seventy-two (72) hours before each tanker's scheduled
arrival date giving the tanker's name, call sign, ETA atf the port(s), cargo
fonnage to be loaded, number of crew and health status, whether or not
a doctor is on board and a request for “Free Pratique”.

Notice of Readiness — Upon arrival at the desighated safe anchorage at
the port or upon the fime of boarding of the Mooring master, whichever is
earlier, the Master of the tanker shall give Operator a NOR by radio or by
letter, as appropriate, confirming that the tanker is ready to load cargo,
perth or no berth. Laytime, as herein provided, shall commence upon the
expiration of six {6} running hours after receipt by the loading terminal of
such notfice, or upon the tanker's completion of mooring at the sea
loading terminal, whichever first occurs, However, where delay is caused
to the tanker getiing into berth after giving NOR for any reason over which
neither Operator nor the loading terminal has control, such delay shall not
count as used laytime. In addition, time used by tanker while proceeding
to berth or awaiting entry and Free Prafique by customs after the
expiration of six (&) running hours free time, shall not count as used laytime.

Early Tanker Arrival - Notwithstanding the provisions of Arficle VI {2}
above, if the tanker arrives and tenders NOR to load prior fo ifs agreed
date range, Operator shall endecavor to load such tanker on arrival or as
soon thereafter as possible and laytime shall only commence when
loading of ihe tanker commences. If, however, Operafor is unable to
accept such tanker for toading prior to the agreed date range, Operator
shall endeavour to load such tanker on arrival or as soon thereafter as
possible and laylime shall commence ai 0400 hours, local time on the first

day of the agreed date range or when loading commences, whichever
occurs first,

Late Tanker Arival - If fanker arrives and tenders NOR fo load after its
accepted date range and other tankers (having arived during their
accepted date-range), are either loading cor waiting to load, the loading
of such tanker shall be govemed by the eariest availability of crude and
loading slof and best endeavour laytime shall commence only when
loading commences.

Laytime - Operator shall be allowed laytime in running hours equal to |

one-half of the voyage laytime permitted under Worldscale or such other
freight scale that is issued in replacement thereof, for loading a'full cargo
and pro rata thereof for a part cargo, with a minimum of eighteen (18]
hours, Sundays and holidays included. Any delay due to the fault of the
tanker or ifs facilities to load cargo within the time allowed shall not count
as used laytime. If rules of the Owner of the vessel or Regulations of
Government or appropriate government agencies prohibit loading of the
cargo ai any fime, the time so lost shall not count as used laytime. Time
consumed loading or discharging ballast or discharging slops shall not
count as used laytime. Laytime shall continue until hoses have been
disconnected. Laytime dllowed for loading a full cargo is "36 Running
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Hours" with a provision for pro-rating the laytime in the case of vessels
loading part cargo. When a vessel is loading one parcel only and
operations commence ahead of the acceptance date there is no
demurrage involved unless the vessel completes cargo after the
permissible laytime, commencing 0001 hours on the agreed acceptance
date. In cases where a vessel loads more than one parcel and more than
one accepfance date is awarded, then demurrage will not count unless
the total loading is completed after the expiry of the permissible laytime
for the last parcel, counting from 0001 hours on the [ast acceptance date.

6. Demurrage - If Operator is unable to load within the time allowed,
Operator shall apply demurrage per running hour {pro rata for a part
thereof) for laytime exceeding the allowed laytime as specified herein.
The rate of demurrage will be calculated by muttiplying the time by the
Average Freighl Rate Assessment (AFRA} as determined by the London
Tanker Brokers Panel. In the event such determination is no longer
available, a freight rate assessment shall be mutually agreed by the
Parties; which rate shall be appropriate in relation to the size of the tanker
and in demurrage rate according to tanker size as specified in the
Worldwide Tanker Nominal Freight Scale or such other freight scale thai is
issued in replacement thereof. If however, demurrage shall be incurred
by reason of fire, siorm, explosion, or by sirike, picketing, lockout,
stoppage or restraint or labour difficulties, or disturbances or by
breakdown of machinery or eguipment in or about the loading terminal,
the rate of demurrage as calculated in accordance with the above shalll
be governed by Force Majeure and shall not attract any demurrage.
Demurrage claims must be noiified within ninety (90} days from Bill of
Lading date.

7. Change of Berth — Operator shall have the right to shift any vessel from
one berth to another. Charges of running lines on arrival at and leaving
the berth, wharfage and dockage charges at that berth and any other
extra port charges or port expenses incurred by reason of such shifting at
Operator's request shall be borne by Pefroleum Operations Caosts and
shall count as used laytime. If, however, it is necessary 1o shift the vessel
from the berth because of breakdown of the tanker, machinery or other
deficiency of the vessel or its crew, the resulting expenses shall be borne
by the Party whose Crude Oil is being lifted. The fime consumed in such
circurmstances, shall not count as used laytime. However, the vessel shall
lose ifs regular turn in berth. When the vessel is ready 1o recommence
foading, it shall so advise Cperator and await its turn for reberthing and
such time affer notice is given shall not count as used laytime.

8. Tanker Departure ~ Tanker shall vacate the berth upon disconnection of
the hoses and thereafter go to anchor awaiting documentation. The Party
that scheduled such tanker shall indemnify Operator for any direct loss or
damage incurred as a result of tanker's failure to vacate the berth
promptly including such loss or damage as may be incured due fo

e
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resulting delay in the docking of the tanker awaiting the next turn to load
at such berth.

9. Loading Hoses - Hoses for loading shall be furnished by Operator and shail
be connected and disconnected by the tanker's crew under the

supervision of a suitably qudalified Ship's Officer acting on the advice of
the Operator's Mooring Master.

10 Partial Cargo- Should Operator supply less than full cargo for any reasons,
the tanker shall not be required to proceed to sea until all of her tanks are

filled with a combination of cargo and ballast as will place her in a
seaworthy condition.,

ARTICLE VIIi
CRUDE OIL QUANTITY AND MEASUREMENT

1. Cerlification — The quantity and origin of each shipment of Crude Ol shall
be determined by the appropriate government authority at the loading
terminal and set forth in the standard "“Certificates of Quantity, Quality
and Origin", Each Party shall have the right fo designate a representative
at its own expense, who shall have the right to witness the determination
of quantity, quality and origin. All reasonable facilities shall be supplied by
Operator as necessary, to such Party’s representatives at the Port to
enable such representatives to withess the measurements faken at the
loading terminal and the taking of the sample to be used to the
representative of the Pariy.

2. Acceptance of Cerlificate — If the Party in question does not appoini a
representative or if such representalive appointed as aforesaid agrees
with the Cerfificate of Quantity, Quality and Origin of a snipment of Crude
Qil {in which event he shall so indicate by signing the Certificate of

Quanfity, Quality and Origin), such deteminations shall be final and
~ binding on the Parties.

3. Dispute on Certificate - If the deiermination of quantity, quality and origin
by the appropriate government authority has not been approved by such
a representative in accordance with Arficle VIl {2) above and dispute
arises concerning the quanfity, quality and origin of Crude Qil, recourse
shall be had to a mutually agreed independent expert fo resolve the
dispute on the basis of his expertise. Claims about quantity and or quality
of the Crude Qil delivered shall be notified within forty-five (45) days from
Bill of Lading date. The expert shall be selected on the basis of his special
knowledge of the subject maiter in this regard and shall be appointed by
mutual agreement of the Parties. Such expert shall file his conclusions
within thirty -(30) days after his date of appointmeni. Any conclusions of M

M
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such expert shall be binding upon the Parties. The cost incurred on the
services of such expert shall be shared equally by the Parties. Pending the

determination of the dispute, the tanker may sail, uniess the Parties agree
otherwise.

4, Quantity Determination — The quantity of Crude Ol liffed shall be
determined at the fime of loading on the basis of gauging the terminal
tanks before and after the lifting of such Crude Oil, or otherwise by meter
readings installed on the loading line from the tanks, as approved by
appropriate government authority. The quantity in Barrels of .Crude Oil
determined pursuant to the foregoing procedure shall be corrected to o
temperature of sixty degree Fahrenheit {40°F) in accordance with the
most currently published ASTM-IP Petfroleum Measurement Tables. A copy
of the conversion calculation, if any, shall be submitied to the lifting Party
through ifs representative. In addition, the Basic Sediment and Waler
("BS&W"} content, determined in accordance with Article VIl {5} hereof,
shall be deducted from the quantity loaded, for purposes of preparing
the Bill of Lading for such shipment and for the purpose of substantiating
claims about quantity and quality. Any substantiated loss of Crude Qil
occurring in fransit between the point of such determination and delivery
point shall be borme by Petroleum Operations Cost provided such losses
do not result due fo differences in method of determining BS&W between
the loading and discharge terminals. For differences occuring where
same method of determination at both points are used, provisions of
Article VIII (3) above shall apply. The retained sample shall be used in
determining such loss claims.

5, Quality Determination — The determination of API Gravity and BS&W
content shall be made of each shipment of Crude Oil. BS&W content and
APl Gravity shall be determined according to standard international
practices acceptable to the relevant Government authorities.

6. Samples - A sample of each shipment of Crude Qil shall be taken. The
sample shall be sealed and retained by Operator for a maximum of ninety
{70} days. The lifting Party or its representative shall have the right to
receive one (1) gallon sealed sample of the Crude Oil loaded which shall
------ be placed on board the tanker, if so requestad.
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ANNEX F
TO THE STRATEGIC ALLIANCE AGREEMENT BETWEEN NPDC AND ATLANTIC

DctedRE%DMUFM‘“VZLOI |

PROCUREMENT AND PROJECT IMPLEMENTATION PROCEDURES

ARTICLE 1

APPLICATION

1. These Procurement and Project Implementation Procedures
("Procedures”) shall be followed and observed in the performance of
either Pariy's obligations under the Agreement. Words and expressions
defined under the Agreement, when used herein, shall have the
meanings ascribed to them in the Agreement. In the event of a
conflict between the terms of these Procedures and the Agreement,
the terms of the Agreement shall prevail.

2. These Procedures shall be applicable o all contracts and purchase
orders whose values exceed the respeciive limits set forth in Article 15
of the Agreement and which, pursuant thereto, require the prior
concurrence of the Operating Committee. These Procedures may be
amended from fime to time by the Parties.

3, Operator shall have the authority, subject to any limitations or
restrictions established by the Operating Committee 1o enter into any
confract or place any purchase order in its own name for the
performance of services or the procurement of facilittes, equipment,
materials or supplies, provided fhat;

(a) Prior approvai of the Operating Commitiee shall be obtained for all
foreign contracts and foreign purchase orders awarded to third
parties where the cost exceeds One Hundred Thousand U.S. Dollars
{$100,000.00};

(b) Prior approval of the Operating Commiitee shall be obtained for all
local coniracts and purchase orders where the cost exceeds Ten
Million Naira (N10,000,000.00);

{c) The amounts set forth in Arficle 15 of this Agreement will be
reviewed by the Operating Committee whenever it becomes
apparent to either Party that such limits create unreascnable
constraints on Petroleum Operations. In the event of a significant
change in the exchange rate of Naira to U.S. Dollar compared fo M{ﬁ/
that which existed on the Effeciive Date, the Operating Commitiee
shall review the limits sets forth in Article 15;
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{d) Such confracts shall be entered into, and such purchase orders
shall be piaced with third parties which in Operater's opinion are

technically and financiclly able to properly perform their
obligations;

(e) Approved procedures customary to the industry for securing
competiiive prices shall prevail;

{f] Operator shall give preference to sub-contractors that are
companies organized under the laws of Nigeria to the maximum
extent possible provided they meet the required standards.

{g) Operator shall give preference to such goods which are
manufactured or produced in Nigeria or services rendered by
Nigerians provided they meet specifications and standards.

{h) In such cases of replenishment of stock and or procurement of
long lead items, approved tendering process will be followed.

ARTICLE i

PROJECT IMPLEMENTATION PROCEDURE

2.1

2.2

Operator redlizing the need for a project or contract to which these
Procedures apply pursuant to Article 1.3 herein above, shall infroduce it as
part of the proposed Work Programme and Budgets to be developed

and submitted fo the QOperating Committee pursuani to Article 7 of this
Agreement.

{a) Operator shall provide adeqguate information with respect to the
project including, without limitation, the following:

(i} clear definifion of the necessity and objectives of the project;
(i) Scope of the project; and
(i) Cost estimate thereof.

{b)  Operator shall fransmit the project proposal along with all relafed
documentation to the Operafing Committee for consideration.

{c) The Operating Committee shall consider the proposal and the
recommendations and shall take decision on the matter in
accordance with Article 7 of this Agreement.

The project as approved pursuant 1o Article 2.1 above shall form part of
the Work Programme and Budget for the Pefroleum Operations. §uch
approval shall also constitute authorizations by the Operating Commitiee
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to Operator to initiate coniracts and purchases relevant to the project
proposal, subject to the provisions of Article 15 of this Agreement.

2.3 The resources for the project design, supervision, and management shall
first be drawn from the Parties available in-house expertise. If the Operator
approves, such may be performed by a Party's Affiliate under the
approved budget for ihe project. Competent Nigerian
Engineering/Design companies shall be given priority over others by the
Operating Committee for such project.

2.4 After approval of the project/budget, Operator shall prepare and transmit
to ATLANTIC complete details of the project including, without limitation,
the foliowing:

(a} Project definition;

(b) Project specification;

{c) Flow diagrams;
{d) Projects implementation schedule showing alf phases of the project
including without limitation, engineering design,

material/equipment  procurement, inspection, iransportation,
fabrication/construction, installation, testing and commissioning;

(e) Major equipment specifications;

(f) Cost estimate of the project;

(g} An activity status reports,
The Operating Committee shall consider the proposal and  the
recommendations and shall take decision on the matter in accordance with
Article 7 of this Agreement for approval.

ARTICLE 1ll

CONTRACT TENDER PROCEDURE

3.1 The following tender procedure shall apply o work/services/supply not
directly undertaken by a Party orits Affiliate:

(@) Operator shall maintain a list of approved sub-contractors for the
purposes of contracts for Petroleum Operations, {the "Approved
Contactors’ List") which shall be approved from time o time by the
Operating Commitiee. Each Party shall have the right to nominale
sub-coniracfors to be included/deleied in the list,. NPDC and
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3.2

3.3

3.4

3.5

ATLANTIC shall be responsible for pre-qualifying any sub-
contractor to be included in the Approved Contractor's List,

() Sub-contractors included in the Approved Contractors' List shall be
both local and/or overseas sub-contractors or entities. Where
regulations require, they shall be registered with the DPR.

{c) Operator shall issue invitations to bid to prospective sub-contractors
thereafter. Contract specifications shall be in English ond in a
recoghized format used in the international petroleum industry.

{d) Operator shall within its limits in Article 15 establish a tender
committee who shall be responsible for pre-qualifying bidders,
sending out bid invitations, receiving and evaluating bids,
determining successful bidders to whom contracts shall be
awarded.

Analyses and recommendations of bids received and opened by the
tender committee shall be presented by Operator to the Operating
Committee for approval before a contract is signed with the selecied
contractor.

Prospective vendors/sub-contractors for work estimated in excess of one
hundred thousand U.S. Dollars ($100,000.00) shall submit the commercicait
summary of their bids to Operator in three properly secled envelopes to
the Operator and the Operator shall forward one of the sealed envelope
to ATLANTIC forrecord purposes.

In all cases in which an offshore sub-contractor or its Nigeran Affiliate is
invited 1o bid, a Party shall make full disclosure o the other Party of its
relalionship, if any, with such sub-contractors.

These Procedures may be waived and Operator may negotiate directly
with the sub-contractor and promptly inform the other Party of the
outcome of such negoliations in the following cases:

(a) emergency situations; and

warrant, upon the approval of the Operatfing Commitiee.

(b}  in work requiring specialized skills, or when special circums’rcnces{”/‘/
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ARTICLE IV

GENERAL CONDITIONS OF CONTRACTS

4,1

4.2

4.3

4.4

4.5

4.6

The payment terms shall provide, without limitation, that:

{a) A minimum of 10% of contract price shall be held as a retention fee
until after the end of a guarantee period agreed with the sub
confractor which shall vary between six months and twelve
months, depending on the project, with the exception of driling
and seismic data acquisition, well surveys and other such services;
provided that, a sub contractor may be given the option to
provide other guarantee equivalent fo the 10% retention fee such
as letter of credit or performance bond: and

(b) Provisions shall be made for appropriate value added tax as may
be applicable.

The governing law of all agreements signed with sub- contractors shall be
Nigerian law for work o be canied out within Nigeria and to the extent
feasible, for work outside Nigeria.

Nigerian law shall apply to sub coniractors performing in Nigeria and, as
far as practicable: they shall use Nigerian resources both human and
matericl.

All contracts shall include a provision whereby the sub contractor shall
hold Operaior harmless and indemnify Operator from and against all
iabilities, losses, damages and claims resulting from claims and suits by
third parties.

Each SUb-CoanOCTor shall provide for early termination upon notice and
Operator snall use all reasonable endeavors fo obtain a fermination
provision with minimal penalty.

Contractor shall provide, in the case of a foreign sub-confractor, that the

local part of the work, in all cases, shall be performed by contractor's
local subsidiary.
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ARTICLE V

MATERIALS AND EQUIPMENT PROCUREMENT

a1 A Party may, through own in-house or g Party's parent company, procure
materials and equipment subject to conditions set forth in this Arficie 5.

5.2  The provisions of this Article 5 shall not apply to lump sum or turnkey
contfracts/projects.

5.3 In ordering the equipment/materials, Operator shall obtain  from
vendors/manufacturers such rebates/discounts and such
warranties/guarantees that such vendors/manufacturers normally offer,
and alt rebates, discounts, guarantees and all other grants  and
responsibilities snall be for the benefit of Petroleum Operations,

54  Operator shall:

(a) By means of established policies and procedures ensure that ifs
procurement efforts provide the best total value, with proper
consideration of quaiity, service, price, delivery and operating costs
to the benefits of Petroleum Operations;

{b) Maintain appropriate records, which shall be kept up to date,
clearly documenting procurement activities;

(C] Provide quarterly and annual inventory of materials in stock:

(d) Provide a quarterly listing of excess materials in its stock list to
ATLANTIC ; and

(e} Check the excess material listings from other companies, to identify
materials available in the country prior to initiating any foreign
purchase order.

5.5  Operaior shall initiate and maintain policies and practices which provide
a compefitive environment/climate amongst local and/or overseas
suppliers. Competitive quotation processes shall be employed for all local
procurement where the estimated value exceeds the eqguivalent of one
hundred thousand U.S. Dollars ($100,000.00).

(a) Fabrication, wherever practicable shall be done locally. To this
effect, Operator recognizes and shall accommodate local offers at
a premium not exceeding 10%.

(b) - Subiect to Article 3.1 (@) herein, Operaior shall give preference to
Nigerian indigenous sub-coniractors in the award of contracts.
Contracts within the agreed financial limit of Operafor shall be ﬁﬂ’?’
awarded fo only competent Nigerian indigenous sub-contractors.
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PROJECT MONITORING

Where there are no Nigerian indigenous sub-contractors possessing
the required skill/capability for the execution of such contracts,
Operator shall notify ATLANTIC  accordingly.

5.6 Analyses and recommendations of competitive quotations of a value
exceeding the limils established in Article 15 of this Agreement shall be
transmitted to the Operating Commitiee for approval before a contract
or purchase order is issued to the selected vendor/manufacturer.,

57 Pre-inspection of rig. equipment/stock materials of reasonable value shall

be joinfly caried out ai factory site and quay before shipment at the
request of either Party.

ARTICLE VI

6.1 Operator shall provide a project report monthly to ATLANTIC .

6.2 For major projects exceeding one hundred thousand U.S. Doliars
{$100,000.00) or equivalent, Operator shall provide to ATLANTIC a
detailed quarterly report which shall include:

{a) Approved budget total for each project;

{b) Expenditure on each project;

{c) Variances and explonafions;

{d) Number and value of construction change orders;

(e) Bar chart of schedule showing work in progress and work already
completed and schedule of miles-stones and significant .events;
and

() Summary of progress during the reporting period, summary of

existing problems, if any, and proposed remedial action,
anticipated problems, and perceniage of completion.

6.3 Each Party shall have the right to send its own representatives to assess
the project based on the report.

6.4 in the case of an increase in cost in excess of 10% on the project,
Operator shall prompftly notify ATLANTIC  and obtain necessary budget
approval.

8,5 Not later than six (6) months following the physical completion of any M
major project whose cost exceeds one hundred thousand U.S. Doliars

ey s
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($100,000.00) or equivalent, Operator shall prepare and deliver fo
ATLANTIC @ project completion report which shall include the following:

{Q) Cost performance of the project in accordance with the work
breakdown at the commencement of the project;

() Significant variations in any item or sub-items;

{c) summary of problems and unexpected events encountered during
the project; and

(d) List of excess project materials.
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ANNEX G

TO THE STRATEGIC ALLIANCE AGREEMENT BETWEEN NPDC AND ATLANTIC

pated 25 Dawy of. MGy, 2,011

AFFILIATE COMPANY GUARANTEE

Parent Company Guarantee

To:

Nigerian Petroleum Development Company Limited.
62, Sapele Road,

Benin City,

Nigeria.

Guarantee from SPOG PETROCHEMICAL NIGERIA LIMITED {hereinafter referred to
as "the Guarantor") of the performance by ATLANTIC {hereinafter referred to as
"the Obligor”) of the obligor's obligations following the execution of the Strategic
Aliance Agreement (hereinafter referred fo as the “Agreement”) dated

........

2011 and made between NPDC and Obligor under the Agreement.

Pursuant fo the said Agreement and the performance of the cbligafions therein,
the Guarantor will directly and indirectly benefit from the said Agreement,
wherein the Guarantor hereby agrees and covenants as follows:

I,

The Guarantor unconditionally and irrevocably guarantees to NPDC the
performance of all the obligations of the Obligor, its Nigerian aoffiliate,
which is organized under the laws of the Federal Republic of Nigeria and
any and all its successors and assigns under the Agreement.

Subject to Arficle 8.5 of the Agreement and the terms of this Guaraniee,
the Guaranior shall unconditionally fulfill the obligations of the Obligor
under the Agreemeni forthwith upon receiving writien notice from NPDC.

The Guarantor absolutely, irevocably and unconditionally guaranteas o
NPDC the full, due and punctual payment to NPDC by Obligor of all
monies which Obligor is or shall become obliged fo pay to NPDC pursuant
to the Agreement (the “Obligations”) and, subject fo the other provision
of this Guarantee, imevocably and uncondilionally agrees to indemnify
and hold harmless NPDC {bui only to the extent of the Guaranteed
Amount) in respect of any and all failure by Obligor to pay such monies
PROVIDED always that the maximum aggregate liability of Guarantor
under this Guarantee shall not exceed [ | million US ([ ]) (the
“Guaranteed Amount”).
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This Guarantee shall terminate on the fifth (5') anniversary of the date on

which the Agreement is terminated or otherwise gxpires (whichever is
earlier),

No document, proof or other action other than hereain is necessary as d
condition of the Guarantor honoring any and all unfulfiled obligations of
the Obligor pursuant to the provisions of the Agreement. The Guarantor
therefore waives any right to require as o condition of its obligations
hereunder that presentment or demand be made upon Obligor.

Neither the Guarantor nor NPDC mary assign or transfer (whether by way
of security or otherwise) this Guarantee nor any interest or obligation in or
under this Guarantee without the prior written consent of NPDC or ihe
Guarantfor respectively. Any purported assignment or fransfer that is not in
accordance with this Clause 6 shall be void. Subject to the foregoing this
Guarantee shall be binding upon and ensure to the benefit of and be
enforceable by the respective successors, assigns and fransferees of
Guarantor and NPDC.

This Guarantee embodies the entfire understanding between the
Guarantor and NPDC and supersedes all prior arangemenis and
understandings relating to the subject matter hereof.

The obligm‘ions of the Guarantor hereunder shall in no way be affected or
impaired by reason, and the Guarantor, waives its right to prior notice, of
the happening from time to time of any of the following:

extensions {whether or not material) of the time for performance of all
or any porfion of the Obligations;

the modification or amendment in any manner (whether or not
material) of the Agreement or the Obligations;

any failure, delay or lack of diligence on the part of NPDC, or any
other person or enfity to enforce, assert or exercise any right, privilege,
power or remedy confered on NPDC or any other person or enfity
under the Agreement or at law or any action on the part of NPDC or
such other person or entity granting indulgence or extension of any
kind; and

a change of status, composition, sfructure or name of leigor,
including, without limitafion, by reason of bankruptcy, liquidation,
insolvency, merger, dissolution, consolidation or reorganization.

With the prior writlen consent of NPDC, which consent shall not be
unreasonably withheld, this Guarantee may be replaced by a guarantee
or guarantees in substantially similar form made by a guarantor of equal
or better creditworthiness.
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10.

1.

12.

13.

This Guaraniee may be executed in any number of counterparts, each of

which shall be an original but all of which together shall constitute one
document.

The Guarantor shall make payment in US Dollars and without deductions
fo NPDC immediately by making available funds of all sums due
hereunder within ten (10) business days of written demand for the same
by NPDC (which demand shall set forth the basis and the calculation of
the amount for which demand is made and which shall in the absence of
manifest error be conclusive).

The Guarantor warrants that this Guarantee s its legally binding obligafion
enforceable in accordance with its terms and further warrants that all
necessary consents and authorizations for the giving and implementation
of this Guarantee have been obtained.

If a difference or dispute arises between the Guarantor and NPDC,
conceming ihe interpretation or performance of this Guarantee, and if the
parties fail to settle such difference or dispute by amicable agreement,
either Party may serve on the other a demand for arbitration.

13.1 Within thirty (30) days of such demand being served, each Party to
this Guarantee shall appoint an arbifrator and the two arbitrators
thus appointed shall within a further thirty (30) days appoint a third
arbitrator, who shall be of a nationality which is different from that
of the parties and of the arbitrators {the nationdlity of a company
shall be deemed to be that of the country under the laws of which
it and/or its owners are incorporated). If the arbiirators do not
agree on the oppoiniment of such third arbitrator, or if either Party
fails 1o appoint the arbitrator to be appointed by it, such arbitrator
or third arbitrator shall be appointed by the Chief Judge of the
Federal High Court, Abuja on the application of the other Party
(notice of the intention to apply having been duly given in writing
by the applicant Party o the other Party). The third arbitrator when
appointed shall convene meetings of the arbitration panel and act
as chairman. If an arbitrator refuses or neglects to act or is
incapable of acting or dies, a new arbitrator shall be appointed in
nis place and the above provisions of appointing arbitrators shall
govern the appointment of any such new arbitrator or arbitrators,

13.2 The arbitral award shall be binding upon the parties to this
Guarantee. The Arbitration and Conciliation Act Cap A18, LFN,
2004 shalt apply to this Guarantee and the award rendered by the
arbitrators may be entered in a court having jurisdiction thereof.
Each Party shall pay its own attorney's fees and costs.

13.3 The venue of the arbitration shall be anywhere in Nigeria as may be
agreed by the parties,
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14, All notices required or permitted shall be in writing and shall be deemead
given when delivered in person, or, if sent by facsimile or other means of
elecfronic transmission on the second business day following transmission,
or if mailed on the second business day affer being consigned to Federal
Express or similar courier, at the address for notice provided below:

To the Guarantor:

SPOG PETROCHEMICAL NIGERIA LIMITED
50D Glover Road

lkoyil, Lagos

Nigeria

To NFDC:

Nigerian Petroleum Development Company Limited
42, Sapele Road,

Benin City,

Nigeric

15. This Guarantee shall in all respects be governed by and construed in
accordance with, the laws of the Federal Republic of Nigeria. W[‘{f

FOR AND ON BEHALF OF:
Nome:
Title:
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ANNEX H
TO THE STRATEGIC ALLIANCE AGREEMENT BETWEEN NPDC AND ATLANTIC
Dcfed.?.\m ...................... LAl
PRODUCTION PROFILE FOR THE CONTRACT AREA P/FA{
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