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CONTRACTING PARTIES
This Agreement is made and entered into by and between:

On the one part:

SOCIEDADE NACIONAL DE COMBUSTIVEIS DE ANGOLA - SONANGOL,
U.E.E., a State company with headquarters in Luanda, People's Republic of
Angola, created in accordance with Decree Law No. 52/76 of June 9, 1976,

and on the other part: o

a company

«

organized and existing underr,:t.b'e:"-._fév{fs.‘".()f . with an office and legal

representatives in Luanq;},{“l;gi;bjé?s Republic of Angola.



RECITALS

WHEREAS, by Decree No. of , the GOVERNMENT of

the People's Republic of Angola, in accordance with the provisions of the
Law Regulating Petroleum Activities, Law No. 13/78 of August 26, 1978, has
granted to SONANGOL an exclusive concession for the mining rights for the
survey, Exploration, Development and Production of liquid and gaseous

hydrocarbons in the Concession Area of Block p

WHEREAS, SONANGOL, with a view to carrying out the Petroleum
Operations necessary to duly exefcise s.uch":::ﬁghts and in compliance with

the obligations deriving from the (g?gr'i'qést's'ibn Dec;_r:‘gaé,. wishes to sign a

Production Sharing Agreement w:th Bt

WHEREAS, SONANGOL on the oné. hand and . on the other

hand have agreed that ;hisi,_Ag}éement will regulate their mutual rights and

obligations in the execution’ of said Petroleum Operations;

NOW, THEREFORE, SONANGOL ON THE ONE HAND AND

ON THE OTHER HAND AGREE AS FOLLOWS:



ARTICLE 1

DEFINITIONS

For the purposes of this Agreement, and unless otherwise expressly stated

in the text, certain words and expressions used in this Agreement shall

have the following meaning:

'Administration and Services' shall include, but not be limited to, all
activities in general management and common support of Exploration,
Development and Production such as supervusmn direction and related
staff functions required for the 0veraﬂ management of activities under
the Agreement, mcludmg also, housnng and feedmg of . employees;
transportation; warehousmg safety, emergency and medical programs;
community affairs; and accountmg and record keeping.

‘Affiliate' means:

a) a company or any other entity in which any of the Parties holds,
either directly or indirectly, the absolute majority of the votes in
the shareholders meeting or is the hoider of more than fifty per
cent (50%) of the rights and interests which confer the power of

management on that company or entity;

b) a company or any entity which directly or indirectly holds the
absolute majority of votes at the shareholders meeting or
equivalent corporate body of any of the Parties or holds the

power of management over any of the Parties;



c) a company or any other entity in which either the absolute
majority of votes in the relative shareholders meeting or the
rights and interests which confer the power of management on
said company or entity are, ecither directly or indirectly, held by
a company or any other entity which directly or indirectly holds
the absolute majority of votes at the shareholders meeting or
equivalent corporate body of any of the Parties or holds the

power of management over any of the Parties.
'Angola' means the People's Republi¢c of Angola.

'Year' or 'Calendar Year' means a period of twelve (12) consecutive
Months according to the Gregorian Calendé'ﬁ.,_

‘Fiscal Year' means a perlod Of twelve (12) é6ﬁsecutive Months
accordmg to the Gregorlan Caiendar wh}ch comcxdes with the Calendar
Year and relative to- wh1ch the presentatlon of fiscal declarations is
required under the fiscal or cpmmerc:al laws of Angola.

'Contract Year!' means tﬁ'é period, and successive periods, of twelve
(12) consecutive Months according to the Gregorian Calendar beginning

on the Effective Date of this Agreement.

‘Contract Area' means on the Effective Date the area described in
Annex 'A' and shown on the map in Annex 'B' hereof, and thereafter
the whole or any part of such area in respect of which, at any

particular time, CONTRACTOR continues to have rights and obligations

-under this Agreement.

‘Development Area' means the extent of the whole area, as far as the

boundaries of the Contract Area permit, capable of production from the

6



10.

11.

12.

13.

14,

15.

reservoir or reservoirs identified in a Commercial Discovery and agreed
upon by SONANGOL and by CONTRACTOR following such Commercial

Discovery.

‘Appraisal' means the activity designed to estimate the recoverable
reserve in a structure or structures as well as its delimitation and
shall include, but not be limited to, geophysical and other surveys and

the drilling of Appraisal Wells.

‘Barrel' means the unit of measure for liquids corresponding to
forty-two (42) United States gallons of Crude Oil, net of basic
sediment and water and corrected to;.é'_:'.,t‘emperature of sixty degrees

A

Fahrenheit (60°F). e
'Operating Committee' q'}qga"'r{s'fmt‘he enti._t.ya;r:;'_a.fe‘i‘*rea to in Article 32.

‘Concessionaire' means SONANGOL as the titleholder of the mining
rights of survey, Exploratlon Development and Production of liquid

and gaseous hydr{?cafﬁgéﬁ.s in the Contract Area.

‘Agreement' or ‘the Agreement' means this Production Sharing
Agreement executed between SONANGOL and’ CONTRACTOR, including

its Annexes.

‘Effective Date' means the first day of the Month next following the
Month in which this Agreement is signed by SONANGOL and
CONTRACTOR.

'‘Concession Decree' means Decree No. ! of , approved by
the Council of Ministers as it is published in the Diario da Republica

of Angola of

7/



16.

17.

18.

19.

20.

21.

‘Commercial Discovery' means a discovery of a Petroleum reservoir
judged by CONTRACTOR to be worth developing in accordance with

the provisions of the Agreement.

‘Development' means the activity carried out on a specific structure or
structures after the date when such structure or structures was or
were declared to be a Commercial Discovery. Such activity shall

include, but not be limited to:
a) reservoir, geological and geophysical studies and surveys;

b) drilling of producing and injection wells'

A

c) design, construction ir'iété’llat-fon connectlon -and initial testing of
equipment, lmes systems fac:htues plants and related activities
necessary to produce and operate said wells, to take, save,

treat, handle, store transport and deliver Petroleum for export

‘Administration and Services Expenditure' means the expenditure so

defined in Section 2 of Annex C hereof.

‘Development Expenditure' means the expenditure so defined in Section

2 of Annex C hereof.

‘Exploration Expenditure' means the expenditure so defined in Section

2 of Annex C hereof.

tProduction Expenditures' means the expenditure so defined in Section

2 of Annex C hereof.



22.

23.

24,

25.

26.

27.

28.

29.

‘Customs Duties' means all duties, taxes or imposts (except those
charges paid to the GOVERNMENT for actual import or export services

rendered), established in the respective customs duties schedules, and

- which are applicable to merchandise imported or exported through

customs.
'State' means the State of the People's Republic of Angola.

‘Price Cap Excess Fee' means any payment that migf\t become payable

to SONANGOL pursuant to Article 21.

'CONTRACTOR' means .{.and their possible assignees

under Article 40, designated co!.ledti)f{alfzy"éxcept as otherwise provided

herein. R

"Initial Exploration .“P’ﬁér‘se“ mea_ns“{h“é_t.""period of three (3) Contract
Years commencing with the Effectwe Date of the Agreement as defined

in ‘Article 6.

'‘Natural Gas' or ‘'Gas' is natural- gas  both associated and
non-associated, and all of its constituent elements produced from any
Vell in the Contract Area and all non-hydrocarbon substances therein.

Such term shall include residue gas.

tAssociated Natural Gas' means Natural Gas which exists in a reservoir
in solution with Crude Oil and includes what is comrﬁonly known as

gas—-cap gas which overlies and is in contact with Crude Oil.



30.

31,

32.

33.

34,

35.

36.

37.

38.

39.

40.

41.

‘Non-Associated Natural Gas' means that part of Natural Gas which is

not Associated Natural Gas.
'‘Government' means the Government of the People's Republic of Angola.
'Law’ means the legislation in force in the People's Republic of Angola.

'Litiga'nt‘ means SONANGOL and any entity constituting CONTRACTOR

participating in arbitration proceedings pursuant to Article 43.

'Month' or 'Calendar Month' means a calendar month pursuant to the

Gregorian calendar.

‘Petroleum Operations' mqa.r‘lé_f':fgﬁe..--éperatigns'z: 6?"'.§G}vey, Exploration,
Appraisal, Developmgnt_‘--.__é’ﬁ"&i‘* Produg,tiqn,?}:wﬁicﬁ are the object of the
Agfeement. s .

'‘Operator' is the enf(‘it?'”;é}e;i:éd to in Article 8.

‘Party' means either SONANGOL or CONTRACTOR as harties to this

Agreement.

'‘Parties' means both SONANGOL and CONTRACTOR wherever jointly

referred to.
'‘Exploration Period' means the period defined in Article 6.
'Production Period' means the period defined in Article 7.

'‘Exploration' shall include, but not be limited to, such geological,

geophysical, aerial and other surveys as may be included in Approved



42.

43.

iy,

45,

46.

47.

48.

Work Programs and Budgets, and the drilling of such shot holes, core
holes, stratigraphic tests, holes for the discovery of Petroleum, and
other related holes and wells, and the purchase or acquisition of such
supplies, materials and equipment which may be included in Approved

Work Programs and Budgets.

'Petroleum' means Crude Oil of various densities, asphalt, Natural Gas
and all other hydrocarbon substances that may ‘be found in and

produced, or otherwise obtained and saved from the Contract Area.

‘Crude Oil' or 'Oil' means any hydrocarbons produced from the
Contract Area which are in a liquid.siate at the wellhead or lease
separator or which are extrécte_cl'--f'_'_rqu‘rfatﬁé Gas or casinghead gas in a

plant. Such term includeg.__dji"s::t..i}late':s and ‘.gohgé;i'séfé.
'‘Cost Recovery Crua_é:'.{:)il‘ mean__s'.;_“t'h{é‘{_pi'l" so defined in Article 11.

‘Development Area Prq‘ﬁ‘ﬁ"‘f}ij‘"hrﬁeans the Oil so defined in Article 12.

‘Well' means a hole bored or drilled into the earth for the purpose of

locating, evaluating, producing or enhancing production of Petroleum.

'Appraisal Well' means a Well drilled following a Commercial Well to
delineate the physical extent of the reservoir penetrated by such
Commercial Well, and to estimate the reservoir's reserves and probable

production rates.
'Commercial Well' means the first Well on any geological structure which

after testing in accordance with sound and accepted industry

production practices, and verified by SONANGOL, is found through

i1



49.

50.

51.

analysis of test results to be capable of producing from a single

reservoir not less than the following average rates of Oil per day:

Water Depth where Barrels of Oil
Well is Drilled Per Day
less than 50 meters 1,000
50 to 100 meters 1,500 -
over 100 to 150 meters 2,000
over 150 to 200 meters 2,500

over 200 meters 5,000

producing rates below those set forth m the above schedule where
CONTRACTOR is of the opmlon that “the producing feature contains
recoverable hydrocarbon“s.._xsgff_x,‘c:ent for CONTRACTOR to recover its
costs and a reasonabte- return

iDevelopment Well' means a Well drilled for the purpose of productioh
or enhancing production of Petroleum from a Commercial Discovery,

and includes Appraisal Wells completed as producing or injection Wells.

‘Exploration Well' means a Well drilled for the purpose of discovering
Petroleum, including Appraisal Wells to the extent permitted by Article
17. ‘

'‘Delivery Point' means the point F.O.B. Angolan loading facility at
which Crude Oil reaches the inlet flange of the lifting tankship's
intake pipe, or such other point which may be agreed by SONANGOL
and CONTRACTOR. ’

[
AN



53.

S4.

55.

56.

57.

‘Market Price' means the price determined for the valuation of the
Crude Oil produced from the Contract Area as established in
accordance with the provisions of Article 2 of Annex C of the

Concession Decree.

‘First Optional Exploration Phase' means the first one (1) Contract

Year extension to the Initial Exploration Phase pursudnt to Article 6.

'Production' shall include, but not be limited to, the running,
servicing, maintenance and repair of completed Wells and of the
equipment, pipelines, systems, facilities and plants completed during
Development. It shall also mclude al1 actlvmes related to planning,
scheduling, controlling, measurmg testmg and carrymg out the flow,
gathering, treating, stormg and dlspatchmg Qf O:l and Gas from the
underground Petroleum reservo:rs to the des:gnated exporting or
lifting location and all other operatlons necessary for the production of

Petroleum.

each Party approved by the Operating Committee.

‘Production Schedule' means the planned profile of Crude Oil output.in
Barrels per day approved by the Operating Committee in conjunction
with the Development and Production Work Program and Budget for

each Development Area, according to the provisions of Article 18.

‘Work Program and Budget' means either an Exploration Work Program
and Budget or a Development and Production Work Program and

Budget.



58.

59.

60.

61.

‘Approved Work Program and Budget' means Exploration Work Programs
and Budgets and Development and Production Work Programs and

Budgets transmitted to SONANGOL under Article 32 paragraph 12 or

~ approved by the Operating Committee under Article 32 paragraph 11,

as relevant.

‘Second Optional Exploration Phase' means a second one (1) Contract

Year extension to the Initial Exploration Phase pursuant to Article 6.

'SONANGOL' means Sociedade Nacional de Combustiveis de Angola, an

Angolan State Enterprise.

AN

'Quarter' or 'Calendar Quarter means 3 per‘lod of three (3) consecutive
Months starting with the, flrst day of January, Apr|| July - or October

of each Calendar Year.a,.-



ARTICLE 2
ANNEXES TO THE AGREEMENT
The present Agreement is complemented by the following Annexes
which form an integral part of it:
a) Annex A - Description of the Contract Area;
b) Annex B - Map showing the Contract Area;

¢} Annex C - Accounting andﬁnanc:ng Procedure;

!

d) Annex D Guarahf‘t(‘ae.;. .

In the event of discre}gé‘r;'qy "between the content or the form of

Annexes A and B ref"erred ‘.t:'o in paragraph 1, preference will be given

to Annex A.

In the event of discrepancy between the content or the form of the
Annexes referred to in paragraph 1 and the Agreement the provisions

of the Agreement shall prevail.

e
g



ARTICLE 3

OBJECT OF THE AGREEMENT

The object of this Agreement is the definition, in accordance with Law No.
13/78 of August 26, 1978 and other applicable legislation, of the contractual
relations in the form of the Production Sharing Agreement between
SONANGOL and CONTRACTOR through which the Petroleum Operations will

be executed in the Contract Area.



ARTICLE 4

NATURE OF THE RELATION BETWEEN THE PARTIES

This Agreement shall not be construed as creating between the Parties any
entity with a separate juridical personality, or a corporation, a civil

company or society, or even a joint venture (“conta em participacao").




ARTICLE 5

DURATION OF THE AGREEMENT

This Agreement shall continue to be in force until the end of the last
Production Period or, in case there is no Production Period in the
Contract Area, until the end of the Exploration Period, unless prior to
that date anything occurs that in the terms of the Law or the
applicable provisions of the Agfeement constitutes cause for its

termination.

The extension of the Exploratlon Perlod or Product;on Periods referred
to in the preceding paragraph beyond the terms _provided for in
Articles 6 and 7 respectnvety shall be submltted to the Government
under the terms of the Concessnon Dﬁcree and other applicable

legisiation.



ARTICLE 6

EXPLORATION PERIOD

An Initial Exploration Phase of three (3) Contract Years shall be
granted to CONTRACTOR and shall start from the Efféective Date.
Two (2) successive extensions to the Initial Exploration Phase of one
(1) Contract Year each (the First Optional Exploration Phase and the
Second Optional Exploration Phase) shall be granted to CONTRACTOR
at its option upon thirty (30) days prtéw wrxtten notice to SONANGOL
and subject only to CONTRACTQR havmg fu!fllfed ltS obligations in

accordance with the terms. hereorf o

This Agreement shaﬂ be termmated 1f ‘no Commercial Discovery has
been made in the Contrec{ Area by the end of the Initial Exploration
Phase or the Optlonal ﬁxbﬂoratlon Phases if these have been asked for
and granted. However such period may be extended for six (6)
months for the completion of drilling and testing of any Well(s)
actually being drilled or tested at the end of the fifth (Sth) Contract
Year. Should any such Well be a Commercial Well, CONTRACTOR will
be given sufficient time, as mutually agreed, up to a maximum of six
(6) months, or such longer period as agreed by SONANGOL, following
the drilling of the Commercial Well to do Appraisal work. Should this

work result in a Commercial Discovery then a Development Area shall

be granted.
Operations for the sole account of SONANGOL conducted under Article

31 hereof shall not extend the Exploration Period nor affect the

termination of this Agreement, provided that:

19



(ii)

(iit)

CONTRACTOR shall complete any work undertaken for
SONANGOL's sole risk and expense even though the

Exploration Period may have expired; and

CONTRACTOR's completion of such works shall not extend
CONTRACTOR's Exploration Period or Agreement term
except as in the case of CONTRACTOR exercising the
option right mentioned in Article 31, paragraph 3 hereof;

and

during the period CONTRACTOR is completing such work,
CONTRACTOR shall be given authorization to continue such
sole risk operations and shall.. be entitled to all benefits
available to CONTRACTOR pursuant to the Agreement as if
the term thereof had not termmated. S

At the end of the Explorat&on Penod C@NTRACTOR shall terminate its
activities in all areas thhm the Contract "Area which are not then part

of a Development Area(s);. and thrs Agreement shall no longer have

O

any application to any port?on of said area not then part of a

Development Area. 3' .....

20



ARTICLE 7

PRODUCTION PERIOD

Following each Commercial Discovery, so far as the boundaries of the
Contract Area permit, the extent of the whole area capable of
production from the formation or formations identified in that Well and
its related Appraisal Wells, if any, shall be agreed upon by
SONANGOL and CONTRACTOR. All of each agreed area shall then be
converted automatically into a Development Area with effect from the
date of Commercial Discovery. Withod’f prejudice to paragraph 2
hereof, there shall be a Production Period for each Development Area
which shall be twenty (20-) Y-ear‘s from “{he date of Commercial
Discovery in said Area~ hi the event of Commerc:al Discoveries in
formations which undertte and overl!e each other such formations shall
constitute a single Development Area and the area shali be defined or
redefined as necessary, “éis far as the boundaries of the Contract Area

permit, to mcorporate all” underlymg and overlying formations.

Unless otherwise agreed by SONANGOL, any Development Area shall
automatically terminate and the rights- and obligations in Vsaid Area
shall be considered terminated™and CONTRACTOR shall have no
further liability with respect thereto if within three (3) Years from the
date of Commercial Discovery in said Area the initial shipment of Crude
Oil from said Development. Area has not been lifted as part of a

regular program of lifting in accordance with the Lifting Schedule.

21



ARTICLE 8

OPERATOR

CONTRACTOR has the exclusive responsibility for executing all of the

Petroleum Operations, except as specified in Article 31.°

CONTRACTOR shall appoint Total as Operator to execute, as such
without profit nor loss, on CONTRACTOR!'s behalf, all of the Petroleum
Operations in the Contract Area. SONANGOL's written approval shall

be necessary prior to any change of Opei;a:t()r.
AY . . “, et

At any time at which, CONTRACTOR is more fthan one person, any
agreement among the CONTRACTOR companles regardmg or regulating
the Operator's conduct ‘in relat:on te thxs Agreement shall be made

available to SONANGOL fon;._g&gngnent prtor to execution thereof.

Agreement, the Concession Decree and the applicable legislation.

In the event of the occurrence of any of the following, SONANGOL can

require CONTRACTOR to immediately appoint another Operator:

a) if the Operator, by action or omission, has committed a wilful
misconduct in carrying out the Petroleum Operations through
which it has caused or attempted to cause a substaqtia! damage to
human life or to the interests of SONANGOL or of the People's
Republic of Angola, and if this wilful misconduct is not remedied
to the satisfaction of SONANGOL within a period of twenty-eight
(28) days with effect from the date of receipt by the Operator of

z\;\
N



written notice issued by SONANGOL requesting the Operator to
remedy such wilful misconduct or within a greater period of time

if so specified in the notice;

b) if appropriate court action has been taken in order to obtain a
declaration of bankruptcy, liquidation, or judicial dissolution of
the Operator, or if sentence has been passed in.court with any of

the effects referred to in this paragraph;

c) if the Operator undertakes the legal procedures established to

prevent bankruptcy, or ceases payment to creditors;

d) if the Operator termmates or lf there 1s strong evidence that it

intends to termmate lts actwntxes or a stgnlﬂcant proportion

thereof, and, asia result fa:ls to fult“l ‘its obligations under the

Agreement.

If CONTRACTOR does not comply with the obligation to appoint
(30) days from the date when SONANGOL gave due notice to
CONTRACTOR, then CONTRACTOR shall appoint as Operator the
entity so designated by SONANGOL. ’



ARTICLE 9

OPERATING PROCEDURES DOCUMENT

SONANGOL and CONTRACTOR may sign an Operating Procedures Document

which will regulate and interpret this Agreement. The Operating
Procedures Document will be agreed between the Parties and will be in
accordance with the provisions of this Agreement and thé applicable
legislation. '

24



ARTICLE 10
COSTS AND EXPENSES
Except as otherwise provided for in the Agreement the costs and expenses
incurred in the Petroleum Operations of survey, Exploration, Appraisal,

Development and Production, as well as any losses and risks derived

therefrom, shall be borne by the CONTRACTOR, and SONANGOL shall not

be responsible to bear or repay any of the aforesaid costs.



ARTICLE 11

RECOVERY OF COSTS AND EXPENDITURES

CONTRACTOR shall recover all Exploration, Developr-nent, Production
and Administration and Services Expenditures incurred— under this
Agreement by taking and freely disposing of up to a maximum amount
of fifty per cent (50%) per Year of all Crude Oil produced and saved
from Development Areas hereunder and not used in Petroleum
Operations. Such Crude Qil is ”.hgéeai'é}:ifter referred to as 'Cost

Recovery Crude Oil'.

The expenditures referred t.o i{_\_“.tﬁei:‘:.;b';‘ec.éding paragraph shall be
recoverable only ingofar asthey “are properly incurred in the
Petroleum Operations:_..-...::-'.N&;‘witgstanding the generality of this
principle, all expg.ﬁaifuce:é .‘relating to the Petroleum Operations which
may be classiﬁed,:"'dé't’ined and allocated in accordance with Annex C

shall be considered as properly incurred.

Exploration Expenditures incurred in the Contract Area shall be
recoverable in the Year incurred or in the Year in which commercial
production in the Contract Area commences, whichever occurs last,
from the unused balance of Cost Recovery Crude Oil existing from
each Development Area after recovery of Development Expenditures,
Production Expenditures and Administration and Services‘Expenditures,
subject to the maximum amount of Cost Recovery Crude Oil specified in
paragraph 1 above. In any given Year such Exploration Expenditures
shall be recoverable first from any Cost Recovery Crude Oil balance

from the Development Area having the most recent date of Commercial

26



Discovery and then any balance of total Exploration Expenditures not
already recovered shall be recoverable in sequence from Development

Areas with the next most recent dates of Commercial Discovery.

Development Expenditures in each Development Area shall be recovered
only from Cost Recovery Crude Oil from that Development Area.
Development Expenditures in each individual Development Area shall be
multiplied by one point four (1.40) and the resulting amount shall be
recoverable at the rate of twenty per cent (20%) per Year in equal
annual installments starting in the Year in which such Expenditures
are incurred or the Year in which commercial production in that
Development Area commences, whicheveq ﬁi;gurs last.
\ .t 5

Production Expendltures m each De\/elopment A,rea “Shall be recovered
only from Cost Recovery Crude Oll from that Development Area in the
Year in which such expendntures are mcurred or the Year in which
commercial production in that DeveTopment Area commences, whichever
occurs last. T

(a) Administration a"r.\d Services Expenditures incurred in the Contract
Area shall be recovered from the unused balance of Cost
Recovery Crude Oil existing- from each Development Area after
recovery of Development Expenditures and Production
Expenditures, subject to the maximum ‘amount of Cost Recovery
Crude Oil specified in paragraph 1 above. In any given Year,
such  Administration . and Services Expenditures shall be
recoverable first from any Cost Recovery Crude Oil balance from
the Development Area having the most recent date‘.of Commercial
Discovery and then any balance of total Administration and

Services Expenditures not already recovered shall be recoverable



in sequence from Development Areas with the next most recent

dates of Commercial Discovery.

(b) Capitalized Administration and Services Expenditures shall be

depreciated at the rate of twenty per cent (20%) per Year in
equal annual installments starting in the Year in which such
expenditures are incurred or the Year in which commercial
production commences in the Contract Area, whichever occurs

last.

{c) Administration and Services Ex_penditures which are not
capitalized shall be recovered in ;ﬁé"'%ear incurred or in the Year
in which commercial prog_gq"t'io'ﬁ i the Cq‘q.t'i'“ac‘t. Area commences,

whichever occurs-last™ "™

In the case.that, lnany glvenYear, recoverable costs, expenses or
expenditures exceed thevalua (;.f.COSt Recovery Crude Oii from the
relevant Developme;nt‘.‘l:if_qa; z’for such Year, the excess shall be carried
forward for recove:'r-y--":in the next succeeding Year or Years until fully
recovered; but in no case after the termination of the Agreement. In
the event that' Development Expenditures for a Development Area are
not fully recovered within five (5) years after the initiation of
Commercial Production or within five (5) years after the Developm‘ent
Expenditures are incurred, whichever is l_ast, then CONTRACTOR's
share of Crude Oil shall be increased from Year six to allow for the

recovery of such unrecovered costs, provided that CONTRACTOR has

fulfilled all of his contractual obligations to date.

If in any given Year, recoverable costs, expenses or expenditures are

less than the maximum value of Cost Recovery Crude Oil the excess



10.

shall become part of, and included in the Development Area Profit Oil

provided for in Article 12.

For the purposes of valuation of Cost Recovery Crude Oil, the

provisions of Article 2 of Annex C of the Concession Decree shall

apply.

For the purpose of this Agreement, the date on which commercial
production commences shall mean the date on whichAthe first shipment
of Crude Oil is made under an approved Lifting Schedule from the

Development Area or the Contract Area, as the case may be.
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ARTICLE 12

PRODUCTION SHARING

The total Crude Oil produced and saved from each Commercial
Discovery and its Development Area and not used in Petroleum
Operations, less the Cost Recovery Crude Oil from the same
Development Area as provided for in Article 11, shall be referred to.as
'Development Area Profit Oil'; and shall be shared between SONANGOL
and CONTRACTOR according to the cumulative total Crude Oil
produced and saved from the Development Area and not used in

Petroleum Operations since ItS date of Commercnal Dlscovery as follows:

Cumulative Production ; L "'-.':“"'-:""-.‘S.AO&ANGOL CONTRACTOR

from each Development Area - 7% . %7 Share Share
Less than :
x million barrels Do a% (100-a)%

x million barrels
and over, but less than
y million barrels bg - (100-b)%

~ y million barrels
and over, but less than

z million barrels c% (100-¢)%
z million barrels and over dg (100-d)%
2. The proceeds resulting from the sale of CONTRACTOR's share of

Development Area Profit Oil valued as determined in Article 2 of Annex
C of the Concession Decree shall be subjected to Petroleum income

Tax as provided for in the Concession Decree.
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ARTICLE 13

LIFTING AND DISPOSAL OF CRUDE OlIL

It is the right and the obligation of each of the Parties to separately
take at the Delivery Point in accordance with the Lifting Schedule, its
respective Crude Oil entitlements as determined in accordance with this

Agreement.

Each of the Parties (as for CONTRACTOR, each entity constituting it)
shall have the right to proceed separately to the commercialization and
to the export of the Crude Oil to whxch it is entitled under this

Agreement. .
Twelve (12) months prlor to the scheduled mma{ export of Crude Oil
from each Development Area SONANGOL shall submit to CONTRACTOR
proposed procedures and related operatmg regulations and terms
covering the scheduling, storage “and lifting of Crude Oil and any
other Petroleum produce;:i “from such Development Area(s). The
procedures, reguféfsons and terms shall comprehend the subjects
necessary to effnctent and equitable operations including, but not
limited to: rights of the Parties, notification time, maximum ~and
minimum quantities, duration of storage, scheduling, conservation,
spillage, liabilities of the Parties, throughput fees and penalties, over
and underlifting, safety and emergency procedures and any other

matters that may be agreed between the Parties.

CONTRACTOR shall within thirty (30) days after SONANGOL's
submission in the preceding paragraph submit its comments on, and
recommend any revisions to, the proposed procedures, .regulations and
terms. SONANGOL shall consider these comments and recommendations
and the Parties shall, within sixty (60) days after CONTRACTOR's

said submission, agree on required procedures, regulations and terms.



In any event, the agreed lifting procedures, regulations and terms will

comply with the provisions of Angolan Law.

In the case of more than one Development Area in the Contract Area

or more than one quality of Crude Oil in a Development Area,
SONANGOL and CONTRACTOR shall, unless they mutually agree that
the Oils should be co-mingled, lift from the Development Areas or
Crude Oil qualities in proportion to their respective total liftings from
the Contract Area. In determining these proportions any Petroleum
belonging to SONANGOL as a result of operations for SONANGOL's

account under Article 31 shall be excluded.
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ARTICLLE 14

CONDUCT OF OPERATIONS

With due observance of legal and contractual provisions and subject to
the decisions of the Operations Committee, CONTRACTOR shall act in
the common interest of the Parties and shall undertake the execution of
the work inherent in Petroleum Operations, always respecting the

generally acceptable practices of the Petroleum industry.

CONTRACTOR shall carry out the work inherent in Petroleum
Operations in an efficient, diligent and consctentlous manner and shall
execute the work programs under the best economic and technical
conditions, and in accordance withi pmfessmna! norms and standards

which are generally accepted m the mternatxonal Petroleum industry.
CONTRACTOR and it‘{s;f‘s_%dbc'bntra.ct_orsf-..sh.a1}"

{(a) . contract local contractors “as long as their performance is similar
their serv:ces,...when subject to the same tax charges, are no
more than ten per cent (10%) higher compared to the prices

charged by foreign contractors for identical performance;

(b) acquire materials, equipment, machinery and consumable goods of .
national production, insofar as their quality and delivery dates
are similar to those of such materials, equipment, machinery and

consumable goods available on the international market. However,

L
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such CONTRACTOR's obligation shall not apply in those cases n
which the local prices for such goods are more than ten per cent
(10%) higher compared to the prices for imported goods, before
charging Customs Duties but after the respective costs for

transportation and insurance have been included.

CONTRACTOR will solicit competitive bids for any work to be
performed pursuant to an Approved Work Program and Budget if such
work is budgeted to exceed one hundred and fifty thousand U.S.
dollars (U.S.$150,000) or such higher amount as may be decided by
the Operating Committee. When soliciting such bids CONTRACTOR
shall accept the lowest bid which is, in other respects than costs,
acceptable to CONTRACTOR, subject to fﬁe provisions of paragraph 3

above and, after the first Comme(_cta_‘(._plscnvery,- the approval of the

Operating Committee.

CONTRACTOR shall entrust the management of Petroleum Operations in
Angola to its techmcaﬂy competent .General Manager and Assistant
Manager. The names of suc“h General Manager and Assistant Manager
shall, upon appomtment be given to SONANGOL. The General
Manager and, in: hls absence the Assistant Manager, shall be
entrusted by CONTRACTOR with sufficient powers to carry out
immediately and be subject to all lawful written directions given to
them by SONANGOL or GOVERNMENT or its or their representative or
any lawful regulations issued or hereafter to be issued which are

applicable to the Petroleum Operations under this Agreement.

Except as is appropriate for the processing of data and laboratory
studies thereon in specialized centers outside Angola, geological and
geophysical studies as well as any other studies related to the

performance of this Agreement, shall be made mainly in Angola.
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It is recognized that in the case of an emergency in the course of the
Petroleum Operations requiring an immediate action, CONTRACTOR is
authorized to take all the actions that it deems necessary for the
protection of human life and the interests of the Parties. In this

case, CONTRACTOR shall promptly inform SONANGOL of ail actions so

taken.

Any obligations which are to be observed and -performed by
CONTRACTOR shall, at any time at which CONTRACTQR iss more than

one person, be joint and several obligations.



ARTICLE 15

WORK OBLIGATIONS DURING THE EXPLORATION PERIOD

Within the Initial Exploration Phase, CONTRACTOR will conduct a
seismic program covering kilometres of new seismic profiles. This
seismic program will begin within six (6) months of the Effective Date

provided that a seismic vessel is available.

CONTRACTOR will drill to objectives defined in the Approved Work
Program and Budget Exploration Wells on separate
drillable prospects within the Initial .EXploration Phase. One (1) of
these Wells will be spudded wi_thip,_"{af;pe":(Q) mgnths of the Effective
Date. i T

For each of the Wells of__'_the mrt:al obligatory work program
described in the precedmg paragraph "which is a Commercial Well, one
(1) additional Exploratlon Weﬂ 'shall be drilled (other than an Appraisal
Well) to object:ves defmeé in the Approved Work Program and Budget.
Up to a max:mum of such additional Wells may be required

during the Initial Exploratlon Phase.

If, during the Initial Exploration Phase, CONTRACTOR fails to
complete the drilling of the additional Exploration Well(s) as provided
for in the preceding paragraph, CONTRACTOR must elect either one

of the following options:

a) drill the remaining additional Exploration Wells in a six (6) month
extension of the [Initial Exploratxon Phase and forego

CONTRACTOR's option to extend the Exploration Period into the

o
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First Optional Exploration Phase and Second Optional Exploration

Phase as provided for in Article 6 hereof: or

b) elect to extend the Exploration Period into the First Optional
Exploration Phase and be obligated to add said additional
Exploration Wells to the minimum work program in paragraph 5

below.

In the event CONTRACTOR elects to extend the Exploration Period
into the First Optional Exploration Phase, CONTRACTOR shall be
obligated to:
a) drill obligatory: Exg!_p{gagj.é
Wells) to objectives de_finég m ‘the /\_pprii'):yé'd_.~work Program and
Budget; and S
b) drill the additiénal Exploration Wells, if applicable, as provided
for in paragraph‘_.&&t.:ﬁ:):"‘é{;’ove. '

c) for each of the____ obligatory Exploration Wells provided for in
paragraph 5(a) above which is a Commercial Well, CONTRACTOR
shall drill one (1) additional Exploration Well (other than an
Appraisal Well) within the same Contract Year, to objectives
defined in the Approved Work Program and Budget. Up to a
maximum of  such additional Wells may be required during

the First Optional Exploration Phase.

If, during the First Optional Exploration Phase, CONTRACTOR fails to
complete the drilling of the additional Exploration Well(s) as provided
for in paragraph S(c) above, CONTRACTOR must elect either one of

the following options:



a) drill the remaining additional Exploration Wells in a six (6) month
extension of the First Optional Exploration Phase and forego
CONTRACTOR's option to extend the Exploration Period into the
Second Optional Exploration Phase provide for in Article 6 hereof;

or

b) elect to extend the Exploration Period into a -Second Optional
Exploration Phase and be obligated to add said additional
Exploration Wells to the minimum work program in paragraph .7

below.

7. In the event CONTRACTOR elects tog‘é&{;end the Exploration Period
into the Second Optional Explopati{j‘n.‘iﬂf‘?h'gse, CONTRACTOR shall be
obligated to: ST S o R e

a) drill ob"fi’“g"a:tory Exploratlon Wells (other than Appraisal
Wells) to objectives-._(‘j__e"fj"q_‘éd"- in the Approved Work Program and

Budget; and

b) drill the additional Exploration Well, if applicable, as provided for
in paragraph 6{b) above;

c) for each of the __ obligatory Exploration Wells previded for in
paragraph 7(a) above which is a Commercial Well, CONTRACTOR
shall drill one (1) additional Exploration Well (other than an
Appraisal Well) within the same Contract Year to objectives
defined in the Approved Work Program and 8ud9et. Up to a

maximum of such additional wells may be required during

the Second Optional Exploration Phase.

8. In the event CONTRACTOR exceeds the minimum work obligation as
described in the preceding paragraphs during the Initial Exéloration

Phase or the First Optional Exploration Phase then such excess shall
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10.

11.

12.

not be credited against the minimum work obligation for the succeeding

Exploration Phase.

In the event that CONTRACTOR does not satisfy the minimum work
obligations referred to in this Article within the times specified
therein, CONTRACTOR shall be deemed, unless otherwise agreed by
SONANGOL, to have voluntarily terminated activities and withdrawn
from all of the Contract Area not already converted into a Development

Area(s).

If CONTRACTOR relinquishes its rights under this Agreement before
drilling the minimum number of Exploration Wells which it is or may
become obligated to drill . under théﬂu ‘terms of this Article the
CONTRACTOR shall be obhgated to ‘pay SONANGOL -an amount equal to
six million U.S. doilars {$6 OGO 000) for each sUch Exploratlon Well not

drllled

CONTRACTOR  shall be obhgated to incur the following minimum

Exploration Expendltures;

Initial Exploration Phase U.S.$
First Optional Exploration Phase Uu.s.$
Second Optional Exploration Phase U.S.$

All Exploration Wells referred to in this Article shall test all productive
horizons agreed to by SONANGOL and CONTRACTOR unless diligent
test efforts consistent with sound industry practise indicate that it is

technically impossible to reach and test all such horizons.
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13.

During the drilling of Wells under this Agreement, CONTRACTOR shall
keep SONANGOL informed of the progress of each Well, its proposals

for testing and the results of such tests, and shall test any additional

“zones within the agreed Well depth at SONANGOL's request. Such

tests shall be at CONTRACTOR's sole expense and shall be credited

towards fulfilling the minimum work programs.
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ARTICLE 16

EXPLORATION WORK PROGCRAM AND BUDGETS

Within one (1) Month of the Effective Date of this Agreement and thereafter
at least three (3) Months prior to the beginning of each subsequent
Contract Year of an Exploration Period or at such other times as may
mutually be agreed to by SONANGOL  and CONTRACTOR, CONTRACTOR
shall prepare in reasonable detail an Exploration Work Program and Budgét
for the Contract Area setting forth the Exploration operations which
CONTRACTOR proposes to carry out during-the first Contract Year and
during the ensuing Contract Year respectw.;l.y Durmg the Exploration
Period such Work Program and Budget shall be at. least sufficient to satisfy
CONTRACTOR's minimum expendtture ‘and Explorat:on Well obhgatlons. The
Exploration Work Program and Budget shal! be submitted to the Operating
Committee for review, adwce or approval as the case may be, in accordance
with Article 32 and then carrled -out by CONTRACTOR. ‘After the first
Commercial Discovery, the Operatmg Committee will supervise and control

the execution of the Approved Exploration Work Programs and Budgets

within budget expenditure limits, and of any approved revisions thereto.
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ARTICLE 17

COMMERCIAL DISCOVERY

CONTRACTOR shall advise SONANGOL within thirty (30) days of the
end of the drilling and testing of an Exploration Well, the results of
the final tests of the Well and whether such a Well is cemmercial or
not. The date of this advice shall be the date of the declaration of

the Commercial Well, if such exists.

After drilling of a Commercial Well, CONTRACTOR may undertake the
Appraisal of the discovery by drmmg ‘8ne or more Appraisal Wells to
determine whether such dIS.COVBf‘y “can be. cfasszfled as a Commercial
Discovery. ‘

Unless otherwise agreed by SONANGOL not later than one (1) Month
after the complet:on of the second Appraisal Well, or nine (9) Months
after the estabhshmen{ of the Commercial Well, whichever is earlier,
CONTRACTOR shall give written notice to SONANGOL whether the
discovery is considered commercial. If CONTRACTOR declares it a
Commercial Discovery, - CONTRACTOR shall immediately pfoceed to
develop the discovery in accordance with the Law Regulating Petroleum
Activities, Law No. 13/78 of August 26, 1978. The date of Commercial
Discovery shall be the date on which CONTRACTOR declared the

existence of a Commercial Discovery.

{f following the discovery of a Commercial Well, the subsequent
Appraisal Well, or Wells, are completed as producing or injection Wells

their costs shall be treated as part of the Development Expenditures

=
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for the purposes of Calculating the amount of Cost Recovery Crude

Oil.

The costs of the Commercial Well, if completed as a producing or
injection Well, shall be treated as part of the Development
Expenditures for the purposes of calculating the amount of Cost

Recovery Crude Oil.

The costs of a Commercial Well or Appraisal Well(s) not completed as a
producing or injection Well(s) shall be treated as Exploration
Expenditures for the purposes of calculating the amount of Cost

Recovery Crude Oil.

\

The Commercial Well shall count towards the work and expenditure
obligations in Article . 15 but the Appralsal Well(s) that have been
drilled following the d:scovery of a Commerc:al Well shall not count

towards such obhgatlons
There shall be ne more than one Commercial Well in each Development

first Commercial Well in that Development Area.

CONTRACTOR has the right to declare a Commercial Discovery without

first having drilled a Commercial Well or Wells.

43



ARTICLE 18

DEVELOPMENT AND PRODUCTION WORK PROGRAMS AND BUDGETS

Ninety (90) days after the date of a Commercial Discovery CONTRACTOR
shall prepare a revised Exploration Work Program and Budget (if
appropriate) and a Development and Production Work Program -and Budget
for the remainder of the Year in which the Commercial Discovery is made,
such Work Programs and Budgets shall be prepared no later than the
fifteenth (15th) of August of said Year (or such other date as may be
agreed upon). No later than the fifteenth -(5'1"51:h) of August of each Year
(or such other date as may be agreed upon) thereafter CONTRACTOR
shall prepare an annual Productmn Schedule whrch wﬂl be in accordance
with generally accepted mternatlonal oil fteld practnce and a Development
and Production Work Program and Budget for the succeeding Calendar Year

and may from time to time propg;s.e.- (ev%smns thereto.

and Budget shall be formally approved in writing by the Operating
Committee and given to SONANGOL and CONTRACTOR. CONTRACTOR is
authorized and obliged to execute, under the supervision and control of the
‘Operating Committee and within the budget expenditure limits, the
Approved Development and Production Work Programs and Budgets and any

approved revisions thereto.
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ARTICLE 19

PRODUCTION PROGRAM

The Operating Committee shall approve, not less than ninety (90) days
prior to January 1st and July 1st of each Year followmg the commencement
of production under the approved Lifting Schedule, and furnish in writing
to SONANGOL and CONTRACTOR, a forecast setting out the total quanttty
of Petroleum that the Operating Committee estimates can be produced, saved
and transported hereunder during each Calendar Quarter in accordance with
good oil industry practices. CONTRACTOR .shall endeavour to produce in

each Calendar Quarter the forecast quantxty < The Crude Oil shall be run

to storage, constructed, mamtamed and operated by CONTRACTOR and

shall be metered or otherw:se measured as requlred ‘to meet the purposes of
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ARTICLE 20

BANK GUARANTEE

The minimum Exploration work obligations shall be secured by a
performance bond or other financial guarantee -acceptable to

SONANGOL.

Such guarantee shall be given by CONTRACTOR not later than three
(3) months after the beginning of each Phase of the Exploration

Period. .

The amount of such guafantee shall be equa4 to six million U.S.
Dollars (U.S.$6,000 000) for each of the obhgatory Exploratxon Wells
set forth in Article 15 for such Phase i

The amount of suqﬁ"'g:'uarén.tee shall be reduced by six million U.S.
dollars (U.S.$6,000";ﬂ0'b) when each of the obligatory Exploration Wells
for such Phase is completed or for each amount paid in accordance

with Article 15, paragraph 9.

If, during any Year of any of the Phases of the Exploration Period
CONTRACTOR should be deemed to have relinquished, as provided in
Article 15, paragraph 8, all of the Contract Area not converted to a
Development Area(s), CONTRACTOR shall forfeit the full amount of

the performance guarantee, reduced as provided for in péragraph 4 of

this Article.
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ARTICLE 21

PRICE CAP

1. In the event that the official Market Price in any Calendar Quarter

determined under Article 2 of Annex C of the Concession Decree

exceeds an amount per barrel

method:

which is calculated by the following

Amount per Barrel = Base Price x1A

Where Base Price = \

" Total

U.5.$70.:60

Umt “Value Index in U.S.

.‘.del:i-a_frs_"'-o'? Manufactured Goods Exports

. frem Developed Market Economies (as

published in the United Nations
Monthly Bulletin of Statistics) for the
Calendar Quarter prior to the current

Calendar Quarter.

Total Unit Value Index in U.S.
dollars of Manufactured Goods Exports
from Developed Market Economies (as
published in the United Nations
Monthly Bulletin of Statistics) for the
third Quarter of 1978. -

CONTRACTOR shall pay to SONANGOL a Price Cap Excess Fee which

is calculated as the whole

of this excess multiplied by the
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number of barrels of CONTRACTOR's share of Development Area Profit
Oil lifted during each Calendar Month. The value of the Price Cap
Excess Fee shall be agreed between SONANGOL and CONTRACTOR.
Tﬁe base price of U.5.$20.00 per barrel shall be applied irrespective

of the quality, grade or gravity of the crude oil produced.

Reasonable and equitable methods will be agreed "upon between
SONANGOL and CONTRACTOR to arrange payment on-a current basis
of the Price Cap Excess Fee. Such payment shall be based as
necessary on the Market Price for the previous Calendar Quarter and
the UN Index mentioned above for the prev:ous Calendar Quarter.
Adjustments to the amounts shall be made in following Calendar
Quarters as necessary upon pubhcatton of the ﬂnai f:gures of the UN
Index mentioned above for the relevant Calendar Quarter and final
determination of the Market Prlce for the same Calendar Quarter.

In the event the aforesald UN lndex is no longer published or the
methodology for cartcu{atmg such Index is s(:gglf:cantly altered,
SONANGOL and CON.TRACTOR will agree upon a reasonable and
reliable method of indexation for the purpose of adjusting the base
price referred to above for inflation. In the event the aforesaid UN
index is rebased or is delayed in publication, SONANGOL and
CONTRACTOR will agi‘ee upon reasonable and equi‘table procedures to
rebase the base price referred to above, or,- in ﬂ'\.e e.v_ent of delay in
publication, to assure continuity of cash payments under paragraph 1
above with the objective of precluding any financial loss to either

SONANGOL or CONTRACTOR as a result of such changes.



The Price Cap Excess Fee shall be made by CONTRACTOR not later
than the last day of the Month following the Month during which

CONTRACTOR lifts its share of Development Area Profit Oil.

.....
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ARTICLE 22

SIGNATURE BONUS

CONTRACTOR shall pay to SONANCOL as a signature bonus the sum of
million U.S. dollars (U.S.$ )] on the Effecti\;e Date of this
Agreement. This signature bonus shall neither be recovered nor amortized

by CONTRACTOR for the purposes of cost recovery.
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ARTICLE 23

DEVELOPMENT AREA RENTALS

On or before the first day of the Month next following the date of the
declaration of each Commercial Discovery and on each anniversary thereof,
CONTRACTOR shall pay to SONANGOL a surface renta!. of three hundred
U.S. doliars (U.S.$300) per square kilometer for all the area covered by
the resulting Development Area(s). Such rsurface rental may be recovered
as Production Expenditure by CONTRAC].‘QB against the Cost Recovery
Crude Oil. e

\
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ARTICLE 24

CONSERVATION OF PETROLEUM AND PREVENTION OF LOSS

CONTRACTOR shall take all reasonable measures, according to
generally accepted methods in use in the international oil industry to
prevent loss or waste of Petroleum above or under the ground in any
form during drilling, producing, gathering and distributing, storage
or transportation operations.

Upon completion of the drﬂlmg of E) producmg Deve!opment Well,
CONTRACTOR shall mform SQNANGOL of the t:me when the Well will
be tested and wxll subsequent!y mform SONANGOL of the resulting
estimated productlon rate w:thm flfteen (15) days after the conclusion
of such tests. ; -

Petroleum shall notbe produced from multiple Oil carrying iones
simultaneously through one string of tubing, except with the prior

approval of SONANGOL.

CONTRACTOR shall record data regarding the quantities of Crude Oil,
Natural Gas and water produced monthly from each Development Area.
Such data shall be sent to SONANGOL within thirty (30) days after
the end of the Month reported on. Daily or weekly statistics and
reports regarding the production from the Contract Area shall be
available at all reasonable times for examination ‘ by authorized

representatives of SONANGOL.

LN
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Daily drilling records and graphic logs of Wells must show the quantity
and type of cement and the amount of any other materials used in the
Well for the purposes of protecting Crude Oil, Gas or fresh water
bearing strata. Any substantial change of mechanical equipment

associated with the Well after its completion shall be subject to the

approval of SONANGOL.




ARTICLE 25

RECORDS, REPORTS AND INSPECTION

CONTRACTOR shall prepare and, at all times while this Agreement (s
in force, maintain accurate and current records of -its activities and
operations in the Contract Area .and shall keep all information of- a
technical, economic, accounting or any other nature developed through
the conduct of Petroleum Operations. Such records will be organised
in such a way as to allow for the prompt and complete ascertainment of

costs and expenditure. All such r‘ecords and mformatlon will be kept

at CONTRACTOR!'s off:ce m Luanda‘

SONANGOL, in exérc:smg LtS actNtttes under the terms of this
Agreement shall have the rlght to free access to all data referred to
in the preceding paragsgph CONTRACTOR shall furnish SONANGOL,
in accordance with- applicable regulations or as SONANGOL may
require, information and data concerning its activities and operations
under this Agreement. {in addition, CONTRACTOR shall provide
SONANGOL with copies of any and all data, including, but not limited
to, geological and geophysical reports, logs and:"Well surveys,

information and interpretation of such data and other information

related to the Contract Area in CONTRACTOR's possession.

QONTRACTOR shall save and keep in the best poss.i,ble condition a
representative portion of each sample of cores and cuttings taken from
Wells as well as a sample of all fluids produced from Exploration Wells,
to be diéposed of or forwarded to SONANGOL or its representatives in
the manner directed by SONANGOL. All samples acquired by

(B4
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CONTRACTOR for its own purposes shall be considered available for
inspection at any reasonable time by SONANGOL or its representatives .
CONTRACTOR shall keep such samples for 3 period of thirty-six (36)
Months or, if before the end of such period, CONTRACTOR withdraws
from the Contract Area, then until the date of withdrawal. Three (3)
Months before the end of such period, CONTRACTOR shall request
instructions from SONANGOL as to the destination for such samples.
If CONTRACTOR does not receive instructions from SONANGOL by the
end of such three (3) Month period then CONTRACTOR is relieved of

its responsibility to store such samples.

Unless otherwise agreed to by SONANGOL in the case of exporting

any rock samples outsnde\AngoIa samp!es equnvalent in size and

quality shall, before such exportatfon be offered -£0 SONANGOL

Originals of recor‘ds can be exported on!y with the permission of
SONANGOL provaded however that magnetxc tapes and any other data
whxch must be processed 01“ analysed outside Angola may be exported
only if a comparable recerd is maintained in Angola and provided that
such exports shali- be repatriated to Angola on the understandmg that

they belong to SONANGOL

Subject to any other provisions of this Agreement, CONTRACTOR shall
permit SONANGOL through SONANGOL's duly authorized
representatives or employees to have full and complete access to the
Contract Area at all reasonable times with the right to observe the
operations being conducted— and to inspect all assets, records and data
kept by CONTRACTOR. SONANGOL's representatives’ in exercising
its rights under the preceding sentence of this paragraph shall not

interfere with CONTRACTOR's operations. CONTRACTOR shall grant



to said representatives the same facilities in the camp as those

accorded to its own employees of similar professional rank.
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ARTICLE 26

CONTRACTOR'S OBLIGATIONS TO PURCHASE SONANGCOL'S Ol1L

SONANGOL shali have the option to require CONTRACTOR to purchase

any part of SONANGOL's share of production under normal commercial

terms and conditions in the international oil industry and at the Market

Price in force at the time the Crude Oil is lifted as established in

Article 2 of Annex C of the Concession Decree

The option referred to in the precedmg paragraph shall be exercised

in accordance with the followmg procedure

(a)

(b)

the start of a Calendar Quarter

Six (6) Montﬁs 3-§ri.'i)r
SONANGOL sha(! glve wrntten notice to the CONTRACTOR that it
requires CONTRACTOR to purchase a specified quantnty of Crude

Calendar Quarters, and

CONTRACTOR's obligation to purchase Crude Oil will continue
mutatis mutandis from Calendar Quarter to Calendar Quarter after
the initial two (‘2) consecutive Calendar Quarters until and unless
SONANGOL gives CONTRACTOR written notice of termination
which, subject to the above-mentioned minimum period, shall take
effect six (6) Months 'after the end of the Quarter ‘in which such

written notice was given.



ARTICLE 27

SONANGOL'S RIGHT TO PURCHASE CONTRACTOR'S OIL

SONANGOL shall have the option upon six (6) Months written notice to
buy from CONTRACTOR Crude Oil from the Contract -Area equivalent
in value to the Petroleum Income Tax due by CONTRACTOR to the
Ministry of Finance, i.e. fifty per cent (50%) of CONTRACTOR's share
of Profit Oil (as determined in accordance with Article 12) reduced by
an amount equivalent in volume to the Price Cap Excess Fee (as
determined in accordance with Article 23'}"'valued at the Market Price.
Such purchases by SONANGOL shaﬂ be ‘at the Market Price applicable
to such Crude Oil. SONANGOL shall prov:de CONTRACTOR with not
less than three (3) Months advance wrttten notlce of its intention to

cease to exercise ltS optlon under thiS paragraph

SONANGOL shall have theoptlon upon six (6) Months written notice to
require CONTRAC'I{QR‘.?’{&"-pay the Price Cap Excess Fee in Crude Oil,
calculated at the Maarket Price applicable to such Crude Oil. Insomuch
as CONTRACTOR's payments of the Price Cap Excess Fee are subject
to retroactive adjustment in accordance with Article 21, any‘ resulting
adjustments to the volume of Crude Oil which SONANGOL is entitled to
receive resulting from such retroactive adjustment shall be taken into
account in the next subsequent Calendar Quarter. SONANGOL shall
provide CONTRACTOR with not less than three (3) Months advance

. written notice of its intention to cease to exercise its option under this

paragraph.

Payment by SONANGOL for each purchase of Crude Oil under
paragraph 1 above shall be due two (2) working days before due date

o)
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of the relevant amount of Petroleum Income Tax to the Ministry of
Finance. Any unpaid amount, plus interest as specified in Annex C
hereto, shall be paid in kind to CONTRACTOR by SONANGOL out of
~its next Crude Oil entitlement, valued at the Market Price applicable to

such Crude Oil.

If, based upon the approved Production Schedule for any Year,
CONTRACTOR's total estimated amount of Crude Oil comprising Cost
Recovery Crude Oil and Development Area Profit Oii, less any Crude
Oil acquired by SONANGOL under its options in this Article to
purchase or receive Oil from CONTRACTOR or by the Government
from CONTRACTOR, is less ‘than forty nife per cent (49%) of total oil
estimated to be produced and saved the Contract Area,
CONTRACTOR shall have the 0pt|on to hft in that Calendar Year up to
a maximum of forty nme per cent (ﬂ9%3 of total Crude Oil produced

and saved in said Contract Area

option, the balance of Crude Oil necessary to satisfy CONTRACTOR's
option shall be sold to CONTRACTOR by SONANGOL at the Market

Price in accordance with the foliowing procedures:

(a) Six (6) Months prior to the start of a Calendar Quarter
CONTRACTOR shall give written notice to SONANGOL that it
requires SONANGOL to sell a specified quantity of Crude Gil,
which quantity may be expressed either in Barrels or a
percentage of total production, to be lifted over a period of two

(2) consecutive Calendar Quarters; and,
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{b) SONANGOL's obligation to sell Crude Oil will continue mutatis
mutandis from Calendar Quarter to Calendar Quarter after the
initial two (2) consecutive Calendar Quarters until and unless
CONTRACTOR gives SONANGOL written notice of termination or
revision of quantities which, subject to the above-mentioned
minimum period, shall take effect six (6) Months after the end of

the Quarter in which such written notice was given.

In the event of conflict between CONTRACTOR's option in paragraph 4
above and SONANGOL's options in paragraphs 1 and 2 above, the
CONTRACTOR's option in paragraph 4 above shall have priority.

The fulfilment of the obhgattons to-. Satlsfy the Governments option as
per Article 8 of the Concessxon Decree s‘na!l be shared between
SONANGOL and CONTRACTOR in proportton to their respective net
available shares of productlon' durmg the period concerned
(CONTRACTOR's net avaslab}e Share being its share according to
Articles 11 and 12 less the quantttxes delivered to SONANGOL under
paragraphs 1 and 2 above and SONANGOL's net available share bemg
its share according to Article 12, plus the said quantities delivered to

it under paragraph 1 and 2 above).
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ARTICLE 28

UNITIZATION

In the event that oil deposits are discovered which are capable of
commercial operation and which extend beyond the Contract Area, and
where other entities have agreements for the exploration <and production of
oil in Angola which contain a similar unitization provision, CONTRACTOR
will discuss with such other entities the possibility of co-operating in the
preparation of a plan for the joint development and production of the

oil deposits in question. Any such plan must be approved by SONANGOL.

\
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ARTICLE 29

ABANDGNMENT OF ASSETS

The CONTRACTOR, within a period of sixty {60) days from the termination
of the Agreement or of the date of relinquishment of any-area, must hand
over to SONANGOL, in good state of preservation and operation and
according to a schedule approved by SONANGOL, all of the Wells which,
within the area to which the expiry, cancellation or abandonment refers,
are in production or are capable of producing, together with all the related
casing, piping, surface or sub- surface equapment in the Contract Area
acquired by CONTRACTOR for the Undertakmg of Petroleum Operations
except such casing, piping, surface or sub surface equ:pment which is
being used for Petroleum Operattons elsewhez“e m the Contract Area.

Should SONANGOL so request the CONTRACTOR shall proceed to correctly
approved by the Operatmg Commlttee and shall also undertake other
actions for the abandonment of the related assets as requested, iIn

accordance with normal industry practice.



ARTICLE 30

NATURAL GAS

CONTRACTOR shall have the right to use Associated Natural Gas
produced from Development Areas for any purpose, including fuel and
pressure maintenance in the fields covered by the Development Areas
and the right to process such Gas and separate the ‘iiquids therefrom.
Costs to produce, treat and so use such Gas shall be Productic;n
Expenditures.

Any Associated Natural Gas s‘urpius to the requxrements defined in the

preceding paragraph is avallabie at the separator free to SONANCOL

If Non-Associated Natur*aiGas is dlscovered within the Contract Area
them SONANGOL and CONTRACTOR shaH endeavour to agree on the
terms under which sucﬁ Gars will be developed. Such development
shall include the: use ef Non-Associated Natural Gas for oil field
operations, for domest:c consumption or for export. If no agreement
is reached within eighteen (18) months of the date when such Gas ‘was
discovered, or such longer period 2s may be agreed to by SONANGOL,
then SONANGOL shall be free to develop the discovery for its own
account. CONTRACTOR shall then have an option to participate in
this Gas development with reimbursement of SONANGOL's expenses
according to Article 30 plus an amount equal to one thousand per cent
{1000%) of such expenses.

In the course of activities provided for under this Agreement, flaring

of Associated and/or Non-Associated Natural Gas, except short-term

flaring necessary for testing or other operational reasons, s
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prohibited except on prior authorization of the Ministry of Energy and
Petroleum following a request by SONANGOL. CONTRACTOR shall
formulate such request for SONANGOL and shall include an evaluation
of alternatives to flaring that have been considered along with
information on the amount and quality of Gases involved and the

duration of the requested flaring.
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ARTICLE 31

OPERATIONS FOR SONANGOL'S ACCOUNT (SOLE RISK)

1. Operations which may be the object of a sole risk notice from

SONANGOL under this Article shall be those involving:

a)

b)

c)

d)

penetration and testing horizons deeper than“ those proposed by
CONTRACTOR to the Operating Committee in any Exploration Well
being drilled which has not encountered Petroleum provided the
Operator has not commenced the,:;?i‘pproved operations to complete

AN

or abandon the Weil;

penetration and testmg horlzons deeper than those proposed by

CONTRACTOR to the Operatmg Committee in any Exploration Well

- _being drilled wh:ch has encountered Petroleum and which the

Operating Commlttee has agreed that SONANGOL may undertake
the Sole Rlsk- Operatlons provided the Operator has not

commenced the approved operations to complete or abandon the

Well;

the drilling of an Exploration Well other than an Appraisal Well
provided that not more than two (2) such Wells may be drilled in

any calendar year;
the drilling of an Appraisal Well which is a direct result from a

successful Exploration Well whether or not such 'Exploration Well

was drilled as part of a sole risk operation;
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the Development of any discovery which is a direct result from a
successful Exploration Well and/or Appraisal Well sole risk
. operation which CONTRACTOR has not elected to undertake under

paragraph 3 below;

f) the Development of a successful Exploration Well and/or Appraisal
Well carried out by CONTRACTOR if thirty-six (36) months have
elapsed since the  successful Well was . completed and

CONTRACTOR has not commenced the related Development.

Except as to a proposal for the operatxons described under paragraphs
(a) and (b) none of the operatlons descﬂbed in paragraph 1 of this
Article may be the object of a sole msk ootxce from SONANGOL until
after the operation has.. beeﬁ proposed m complete form to the
Operating Commntte._g..t z?pd_ - has been re)ected by the Operating

Committee.

To be "“in complete form" ..as mentioned above, the proposal for
conducting any of the above mentioned operations for SONANGOL‘
account shall contain appropriate information such as location, depth,
objective geological horizon, timing of operation, and where
appropriate, details concerning any development plan as well as other

relevant data.

If the _conditions referred to in paragraph 2 have been met,
SONANGOL may, as to any operations described in paragraph 1, give
a written sole risk notice to CONTRACTOR and the latter shall have
the following periods of time from the date of receipt of such sole risk
notice within which to notify SONANGOL whether it elects to undertake

such proposed operation as part of its Petroleum Operations:
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a) as to any operation described in paragraphs 1{a) and (b), 48
hours or until commencement of the decepening operations,

whichever occurs last;

b) as to any operation described in paragraphs 1(c) and (d), 3

months;

c) as to any operation described in paragraphsﬂ(e)-and (f), 6

months.

If CONTRACTOR elects to undertake as part of its Petroleum
Operations the operation descrlbed m the sole risk notice within the
appropriate period descrtbed m paragraph 3. of thls Article, such
operation shall be carned out by the CONTRACTOR within the
framework of the Petroleum Operattons under this Agreement, as a
part of the current Work Prc:«gram and Budget, which shall be
consndered as revised accardmgly

If CONTRACTOR elects not to undertake the operation described in
the sole risk notice, subject to the provisions of paragraph 6, the
operations for the account of SONANGOL wunder provisions of
paragraph 1 will be «carried out promptly and diligently by
CONTRACTOR at SONANGOL's sole risk, cost and expense, provided
that such operations will be carried out onlyv if they will not conflict or
cause hindrance to CONTRACTOR's activities or obligations, or delay
existing work programs, including any Approved Work Program and
Budget and with respect to operations referred to in paragraphs 1(c)
ahd 1(d) such operations will be undertaken as soon as a suitable rig
is available in Angola. SONANGOL and CONTRACTOR shall mutually
agree on a method whereby SONANGOL will provide all necessary

funds to CONTRACTOR to undertake and finance such operations.
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SONANGOL shall elect to have the operations for its own account
referred to in paragraphs 1(e) and 1(f) carried out either by itself,
by CONTRACTOR for a mutually egreed fee or by any third party
entity contracted to that effect by SONANGOL, provided that such
operations will be carried out only if they will not conflict with or
cause hindrance to CONTRACTOR's activities or obligations, or delay
existing work programs, including an Approved Work Program and
Budget. Before entering into an agreement with a third party, as
mentioned above, SONANGOL wil’l notify CONTRACTOR in writing of
such proposed agreement. CONTRACTOR shall have forty five (45)
days after the receipt of such notification to decide to exercise its
right of first refusal with respect to the proposed agreement and to
perform such sole risk actlvmes under the same terms and conditions

as have been arranged Wfth the thlrd party

If SONANGOL wish‘es': ‘to use m .t‘h.e"‘.operations for its sole risk and
account assets which are used in the Petroleum Operations undertaken
pursuant to thls Ag't:eement it shall give written notice to the
Operating Committee stating what assets it wishes to use on the
assumption that the utilisation of such assets shall not prejudice >the

Approved Work Programs and Budgets.

if, in accordance with the provisions of paragraph 4, CONTRACTOR
decides to undertake any works as foreseen- in paragraph 1(d)}, it shall
pay SONANGOL in cash and within 30 days as of the date in which it
exercises such right, an amount equal to all of the costs incurred by
SONANGOL in sole risk operations conducted in accordance with
paragraphs 1(a), 1(b) and 1(c) which directly lead to the works

foreseen in paragraph 1(d).
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9.

10.

11.

12.

13.

[0 addition to the amount referred to in the preceding paragraph,
SONANGOL will also be entitled to receive from CONTRACTOR an
additional payment equal to one hundred per cent (100%) of the costs
referred to in paragraph 8. Such additional payment will be made in
cash and within 90 days as of the date in which CONTRACTOR

exercised the right referred to.

If, in accordance with the provisions of paragraph 4, CONTRACTOR
decides to undertake any works foreseen in paragraph 1(e), it shall
pay SONANGOL in cash, all of the costé incurred by the latter in-its
sole risk operations which directly led to the works foreseen in
paragraph 1(e), less any reimbursement made in accordance with

paragraph 8 above, within 30 days as Qf the date in which it exercises

such right.

In  addition to the amount referred to “in the preceding paragraph,
SONANGOL will also be entltTed ‘to recelve twenty five per cent (25%)
of CONTRACTOR's share of Development Area Profit Oil produced from
this developed fxeld untxl the value thereof as defined in paragraph 13
of this Article equals six hundred per cent {1,000%) of the costs

referred to in paragraph 10.

If the operations described in paragraph 1(e) and 1(f) are conducted
at SONANGOL's sole risk, cost and expense, it will receive 100% of the

Petroleum produced from the field developed under such terms.
The Petroleum received by SONANGOL under paragraph 11 will be

valued at the Market Price as established in Article 2-of Annex C of

the Concession Decree.
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ARTICLE 32

OPERATING COMMITTEE

The Operating Committee is the body through which the Parties
coordinate and supervise the Petroleum Operationé and shall be

established within 30 (thirty) days of the Effective Date.

The Operating Committee has, among others, the following functions:

a) to establish policies for the Ret(&ieg;p Operations and to define,
for this purpose, proceduresand gu‘idgalj.ﬁes_‘ as it may deem
necessary; i Do

b) to review and, except as provnded in paragraph 12, approve all

CONTRACTOR's ropQSals ‘on Work Programs- and Budgets

(including the-- ipca:ti?)n of Wells and facilities), Production

Schedules anci'*-L-i%ting Schedules.

c) to oversee and supervise the accounting of costs, expenses and
expenditures and the maintenance of the operating and accounting

records under the terms of this Agreement and Annex C hereof;
d} to establish technical committees whenever it is necessary;

e) in general, to review and, except as provided in _.paragraph 12,
to decide upon all matters which are relevant to the execution of
this Agreement, it being understood, however, that in all events
the right to declare a Commercial Discovery is reserved

exclusively to CONTRACTOR.

70



The Operating Committee will obey the clauses of this Agreement and it
shall not deliberate on matters that by Law, or this Agreement are the

exclusive responsibility of the Concessionaire.

The Operating Committee shall be composed of four (4) members, two
(2) of whom shall be appointed by SONANGOL and the other two (2)
by CONTRACTOR. The Operating Committee meeting cannot take place

unless at least three (3) of its members are present.

The Operating Committee shall be headed by a Chairman who shall be
appointed by SCNANGOL from among‘its representatives and who shall
be responsible for the following fUﬂCthﬂS- ,,,,, . '

\

a)  to coordinate and orieng_‘a{}'"jcﬁe..éperati_qg "{;étﬁ'm'i't'.t.ee‘s activities;

b) to chair the meetrngs and to nOtlfy the Parties of the timing and

location of such meetmgs xt belng understood that the Operatmg

Cc) to establish the agenda of the meetings which shall include all

matters which the Parties have asked to be discussed;

d) to simultaneously convey to each Party all decisions of the

Operating Committee, within five working days after the meetings;

e) to convey to the Parties all information and data provided to him

by CONTRACTOR through the Operator for this effect;
f) to request from technical committees any information, studies and

recommendations that he has been asked to obtain by any member

of the Operating Committee;
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10.

11.

g) to request from CONTRACTORKR any information and to make
recommendations that have been requested by any member of the
Operating Committee as well as to request from CONTRACTOR any
advice or studies whose execution has been approved by the

Operating Committee.

In the case of an impediment to the Chairman of the Operating
Committee, the work of any meeting will be chaired by—one of the

other members appointed by him for the effect.

At the request of any of the Parties the Operating Committee shall
establish and approve, according to "fj'éragraph 11{c) below, its
internal regulations (mcludmg votmg by telex) whtch shall comply with
the procedures estabhshed m thts Agreemen{. s

At the Operating Comm:ttee meetlr'\és deCstons shall only be made on
matters included on the respectlve agenda, unless, with-all members of

the Operatmg Comrmttee present they agree to make decisions on any

matter not so mcluded on the agenda.

Each member shall have one (1) vote and the Chairman shall- also have

a tie-breaking vote.

Except as providedvfor in paragraph 11, the decisions of the Operating
Committee are taken by simple majority of the votes present or
represented, it being understood that any member may be represented

by written and signed proxy held by another member.

Unanimous approval of the Operating Committee shall be required for:
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12.

13.

14.

(a) Approval of and any revision to Exploration Work Programs and

Budgets after the first Commercial Discovery.

(b) Approval of and any revision to the Production Schedule, Lifting
Schedule and Development and Production Work Programs and

Budgets.
(c) Establishment of rules of procedure for the Operating Committee.

(d) Establishment of management policy for the carrying out of
responsibilities outlined in paragraph 2 of this Article and of the

procedures and guidelines as per paragraph 2(a) above.

Prior to the time of the flrst Commermal Dlscovery, the Operating
Committee shall rev:ew and glve such advuce as it deems appropriate
with respect to the matters referred to in paragraph 2(e) above and
with respect to CONTRACTOR‘ proposals on Exploration Work
Programs and Budgets (mcludmg the location of Weils and facilities).
Following such rewew CONTRACTOR shall make such revision of the
Exploration Work Programs and Budgets as CONTRACTOR deems

appropriate and transmit them to SONANGOL for its information.

Minutes shall be made of every meeting of the Operating Committee and
they shall be written in the appropriate record book and signed by all

members.

The draft of the minutes shall be prepared, if possible, on the day
that the meeting is held and copies of it shall be sent to the Parties
within the following five (5) working days, and their approval shall be
deemed granted if no objection is raised within ten (10) working days

from the date of receipt of the draft minutes.
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ARTICLE 33

OWNERSHIP OF ASSETS

Physical assets purchased by CONTRACTOR pursuent to the Work
Program(s) and Budget(s) become the property of"SONANGOL when
purchased in Angola or, if purchased abroad, when landed at the
Angolan ports of import. Such physical assets will be wused in
operations hereunder, provided, however CONTRACTOR will not be
obligated to make any payments for the ‘use of such physical assets
during the term of this Agreement. These pPov}su)ns shall not apply

to equipment belongmg to anc leased from ‘thll“d part|es.

During the term of thns Agreement CONTRACTOR shall be entitled to
the full use in the Contrac:c Area and any other area approved by
SONANGOL, of all f‘rXed and movable assets and equipment at no cost
to CONTRACTOR. Any SONANGOL assets which CONTRACTOR agrees
have become surplus to CONTRACTOR's then current and/or fufure
needs in the Contract Area may be removed and used by SONANGOL
outside the Contract Area and any unrecovered costs for such assets
shall be fully recovered in that Year respecting the cost recovery limit
provided for in Article 11, hereof. Any SONANGOL assets other than
those considered by CONTRACTOR to be superfluous shall not be
disposed of by SONANGOL except with agreement of CONTRACTOR so

long as this Agreement is in force.
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ARTICLE 34

PROPERTY AND CONFIDENTIALITY OF DATA

All information of a technical nature developed through the conduct of

the Petroleum Operations shall be the property of SONANGOL.

Unless otherwise agreed by SONANGOL and CONTRACTOR, while this
Agreement remains in force, all technical, economic, accounting or any
other information, including, without limitation, reports, maps, logs,
records and other data developed threugh the conduct of Petroleum
..... shall “be held strictly confidential
and shall not be d:vulged by any Party wrthout the prlor written
consent of the other Party hereto prov:ded h0wever that either Party
may, without such approval dlsciose such information:
a) to any Affiliate or- bét‘er‘xtial assignee of such Party upon such
Affiliate or potentxal assignee giving a similar undertaking of

conﬂdenttahty

b) in connection with the arranging. of financing or of a corporate
re-organization upon obtaining a similar undertaking of

confidentiality;

c) to the extent required by any applicable law, regulation or rule
(including, without limitation, any regulation or rule of any
regulatory agency, securities commission or securities exchange
on which the securities of such Party or of any such Party's

Affiliates are listed):



d) To consultants, contractors or other third parties as necessary in
connection with Petroleum Operations upon obtaining a similar

undertaking of confidentiality ;

e) To obtain new offers for Production Sharing Agreements,
SONANGOL may, upon informing CONTRACTOR, show third
parties geophysical, geological and other technical data (the age
of which is not less than one (1) year) or CONTRACTOR's
interpretations (the age of which is not less than five (5) years)
with respect to that part or parts of the Contract Area adjacent
to the area of such new offers.

The CONTRACTOR's obligation af- cbnﬁdentlahty of the information

referred to in paragraph 2 above shall contmue for seven (7) vyears

after the termination of the Agreement or such ‘other period as agreed

to in writing between The Partxes. ~~~~

In the event that any entxty constltutmg CONTRACTOR ceases to hold
an interest under thtS Agreement such entlty will continue to be

bound by the provasxons of this Article.
The confidentiality obligation contained in this Article shall not apply

to any information that has entered the public domain by any means

that is both lawful and does not involve a breach of this Article.
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ARTICLE 35

RESPONSIBILITY FOR LOSSES AND DAMAGES

CONTRACTOR shall be solely and entirely responsible in law to third
parties for any loss or damage occurring in connection with Petroleum
Operations and shall indemnify and defend SONANGOL with respect
thereto, except for damages arising in connection w1th operations for

SONANGOL's sole account.

negligence or wilful mlsconduct on ~-fﬁe part of CONTRACTOR,

SONANGOL shall be solely and entarely responmble in law to third

parties for any damage cr loss occurrlng m connect:on with Petroleum
Operations for SONANGOL'S sole accaunt and shall indemnify and
defend CONTRACTOR thh respect thereto
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ARTICLE 36

INSURANCE

Relative to the risks inherent in Petroleum Operations carried out
under this Agreement, CONTRACTOR shall execute and keep current
insurance contracts in the amounts and types required by applicable
Angolan Legislation, as well as any other insurance contracts which

come to be approved by the Operating Committee.

Insurance contracts will be executed wuth the National Insurance and
Reinsurance Company of Angola (ENSA ‘U.E. E J when so required by
applicable legislation of the PeOple s Repubhc of Angola

Apart from the casé"s"-mentione'dz"-in}-"tﬁ'e preceding paragraph, and to
the extent it can guarantee coverage of the risks in keeping with
paragraph 1, CONTRAQTOR may deal in the international insurance

market and purchase policies of comprehensive scope, provided it is

authorized to do so by the Operating Committee.
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ARTICLE 37

EMPLOYMENT, INTEGRATION
AND TRAINING OF ANGOLAN PERSONNE(L

CONTRACTOR shall be subject to the provisions of Decree 20 of April
17, 198Z and corresponding regulations regarding the recruitment,

employment and training of Angolan personnel.

In the Petroleum Operations carried out wunder this Agreement
CONTRACTOR shall apply, the most """ approprlate technology and
managerial experience, mc!udmg thetr proprletary {echnology such as

patents, "knowhow" or other conﬂdentxal technology, to the extent

In planned systemattc and vartous ways and in accordance with the
provisions of thlS A{'tJC|€ : the CONTRACTOR shall train its Angolan
personnel dlrectly -or’ indirectly involved in the Petroleum Operations,
for the purpose of improving their knowledge and professional
qualification in order that the Angolan personnel gradually reach the
level of knowledge and professional qualification held by the
CONTRACTOR's foreign workers. Such training will also include the
transfer of the knowledge of petroleum technology and the necessary
management experience so as to enable the Angolan personnel tc use
the advanced and appropriate technology in used in the Petroleum
Operations, including proprietary and patented technology, "knowhow"
and other confidential technology, to the extent permitted by

applicable laws and agreements.
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In keeping with the Three-Year PPlan for the recruitment, employment
and training of Angolan personnel which is covered under Article 12 of

the Concession Decree, CONTRACTOR specifically agrees to:

(a) Prepare an initial Plan and submit it to SONANGOL within

four (4) Months of the Effective Date.

(b) Prepare a proposal for implementation of the Plan and submit it to
SONANGOL within one (1) Month of the approval of such Plan by

the Ministry of Energy and Petroleum.

(c) Implement the approved Plan in accardance with the directives of

SONANGOL, CONTRAC'i’OR -b'é-iﬁg"’ able, in-this regard and with

the approval of SONANGOL “to contract outs:de specialists not

associated wuth CONTRACTOR tos proceed with the implementation

of specific aspects of the Subj'eCt Plan.

CONTRACTOR agrees to.reqwre in its contracts thh subcontractors
who work for CONTRACTOR for a period of more than one year,
compliance with requxrements for the training of work crews, to whlch
requirements such subcontractors are subject by operation of current
law. CONTRACTOR further agrees to monitor comp{iancé with such

obligations.

CONTRACTOR shall be responsible for the training costs of Angolan
personnel it employs, such costs being treated as Production
Expenditure. Costs incurred by CONTRACTOR for training programs
for SONANGOL personnel will be borne in a manner to be agreed upon

by SONANGOL and CONTRACTOR.
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7.

Subject to the provisions of paragraph 4 above, CONTRACTOR shall
have the right to staff its operations with those whom it believes are
necessary for efficient administration and operations without the

imposition of citizenship or residency reqguirements.

SONANGOL shall provide reasonable assistance to CONTRACTOR in
obtaining visas, required permits and any other entry, residency and
work licenses required in connection with the perforn-\ance of Petroleum
Operations in the Contract Area. CONTRACTOR v shail advise
SONANGOL reasonably in advance of the time necessary for receipt of
such permit or license and SONANGOL shall take all reasonable steps
to arrange for all such permits and !ig:_gnses to be issued on a timely

basis by the appropriate authoritie,‘s..:_“-.‘_

81



ARTICLE 38

FISCAL REGIME

The fiscal regime applicable to Petroleum Operations is that established

in the Concession Decree.

In order to avoid the international double taxation of CONTRACTOR's
income, SONANGOL shall favourably consider any amendments or
revisions to this Agreement that CONTRACTOR may propose as long as
those amendments or revisions do not lmpact on SONANGOL or Angola's

economic benefits and other benefits reSUltmg from the Agreement.

Should the clearance Stamp duty,.. the""s{'atiétical levy of one per
thousand (1/1000) l‘ad valorem 'andior Stamp Duty for National
Reconstruction apphcable to 1mports or exports increase from those

rates in effect on the Effectlve Date, SONANGOL will reimburse

CONTRACTOR for the addltlonal amounts paid by CONTRACTOR.
SONANGCL and CONTRACTOR shall promptly agree on procedures 'to

accomplish such reimbursement.
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ARTICLE 39

FOREICN CURRENCY AND CUSTOMS REGIME

The foreign currency and customs regime applicable to the Petroleum
Operations are those established in Annexes D and E respectively of the

Concession Decree.
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ARTICLE 40

ASSIGNMENT

ln accordance with the legislation of the People's Republic of Angola,
each of the entities comprising CONTRACTOR may assign part or all of
its rights, privileges, duties and obligations under this Agreement to
an Affiliate and, by obtaining prior authorization frorr; SONANGOL, to

a non-Affiliate.

Any third party assignees shall be, ,’hglders of the rights and

obligations deriving from this Agreement and subject to all the

appropriate legislation.

In the case of the aSS|gnment bemg m favour of an Affiliate of the
assignor the latter and the ‘ass:gnee shall remain jointly and severally
liable for the strtct h comphance with the obligétions of the
CONTRACTOR in accordance with the provisions of this Agreement and

relevant legislation.

The legal documents required to effect any assignment in accordance
with the provisions of this Article must specify the participation which
the third party assignee will enjoy in the Agreement and shall be
submitted for consideravtion and, in the case of an assignment to a
non-Affiliate, for appr(;v-al by SONANGOL before being formally

executed.

in any of the cases foreseen in this Article the obligations of the

assignor which should have been fulfilled under the terms of this



Agreement and the relevant legislation at the date the request for the

assignment is made, must have been fully complied with.

SONANGOL will have the right of first refusal to acquire under the
same conditions the share assigned in the case of an assignment to a

non-Affiliate.

If the majority of the shares of stock of any e'ntity constituting
CONTRACTOR is sold or otherwise transferred to a no‘n-Affiiiate by
the owners of such stock, such sale or transfer shall be deemed to be
an assignment to a non-Affiliate and shall be subject to the provisions

of this Article.

Upon completion of an asstgnment to a non~Aff|Ixate such assignor
shall have no further rlghts or obhgatlo,ns wnth respect to the interest

in thlS Agreement SO aSngned.




ARTICLE 41

CANCELLATION OF THE AGREEMENT

Without prejudice to the provisions of the general law, SONANGOL may

proceed to the cancellation of this Agreement if CONTRACTOR:

a)

b)

c)

d)

e)

f)

g)

interrupts Production for a period of more than ninety (90) days
with no cause or justification acceptable under normal

international Petroleum industry practice;

continuously refuses with ‘_.nd"'-.,j’g'.;l.:s'tiffcation . to comply with the
generally applicable 'Al._‘a;ﬁ»}':_'::xin....-f'orce in ‘-.gtﬁéf".'Pébple's Republic of

Angola;

intentionally submits_ fa.:i.se “jnformation to the Government or to

SONANGOL;

discloses confidential information related to the Petroleum
Operations without having previously obtained the necessary

authorization thereto;

assigns any part of its interests in the Association in breach of

the provisions of Article 40 of this Agreement;
is declared bankrupt by a court of competent jurisdiction;
does not comply with any final decision resulting from an

arbitration process conducted under the terms of the Agreement,

after all adequate appeals are exhausted;
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hj does not fulfil a substantial part of the duties and obligations

resulting from the Concession Decree and from this Agreement;

i) intentionally extracts or produces any mineral which is not
~covered by the object of this Agreement, unless such production
is expressly authorized or unavoidable as a result of operations
carried out in accordance with accepted international Petroleum

industry practice;

If SONANGOL considers that one of the aforesaid causes exists to
terminate this Agreement, it shall notify CONTRACTOR in writing for
it, within a period of ninety (90) days to remedy such cause. The
the Law, and by recorded dehvery Wthh shadt be signed by a legally

appointed representattve of the entaty to wh|ch it is addressed. If,
for any reason, thrs procedure rs tmpossnble due to a change of
address which has not been notlﬁed publication of the notice in the

Dlarlo da Republica shall be consxdered to be as valid as if delivered.

[f, after the end ‘of-the ninety (90} day notice period, such cause has
not been remedied or removed, or if agreement has not been reached
on a plan to remedy or remove the cause, this Agreement may be

cancelled in accordance with the provisions mentioned above.

The cancellation envisaged in this Article shall occur without prejudice
to any rights which may have accrued to the Party which has invoked
it, in relation to the other Party, in accordance with this Agreement,

the Concession Decree or the general legislation in force.

If any of the entities constituting CONTRACTOR, but not all of them,

give SONANGOL due cause to cancel this Agreement pursuant to the
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provisions of paragraphs 1 and 2 above, then such cancellation shall
take place only with respect to such entity or entities and the rights
and obligations that such entity or entities hold under this Agreement,
except as provided in the preceding paragraph, shall revert to
SONANGOL without compensation unless such entity or entities are
adjudicated bankrupt under paragraph 1(f) above through no fault of

their own, when compensation will be paid.




ARTICLE 42

CONFIDENTIALITY OF THE AGREEMENT

SONANGOL and CONTRACTOR agree to maintain the confidentiality of
this Agreement, except for those disclosures which they may be
compelled to make by the appropriate legisiation, the regulations of
stock exchange markets as well as requests from banks or credit

institutions in connection with financing requirements.
Disclosure of the contents of this Agr‘eement will also be permitted to

Affiliates and to potential assxgnees L of the CONTRACTOR provided

that they agree to respect the conﬂdentlahty of the Agreement.
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ARTICLE 43

ARBITRATION

Any disputes, differences, or claims arising out of this Agreement or
relating thereto, or relating to the breach, terminatiomn, or invalidation
of the same, which it has not been possible to resolve amicably shall
be referred to arbitration, in accordance with the UNCITRAL Rules of

Arbitration of 1976 as existing on the Effective Date.

The number of arbitrators shall be thrgé:... They shall be appointed in

accordance with the above méntigne&'*-ﬁl‘ic'i"‘TRAl: Rules of Arbitration.

The arbitration tribqnat*gﬁjg’iﬂ be se;:_,U'p:}._n""Lu'anda, Republica Popular

de Angola, and sh‘é{i_._'.?'decide Aapéc')"rz(‘.ﬁ'_‘pgx to the applicable law of the

Agreement as defined in A,g‘_t’i&lfé s
The language of aé_bit_ée.{fi'én shall be Portuguese.

The Parties agree that this arbitration clause is an explicit waiver of
immunity against enforcement and execution of the award or any
judgement thereon and that the award or judgement thereon, if
unsatisfied, shall be enforceable against any Litigant in any court

having jurisdiction in accordance with its laws.

R
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ARTICLE 44

FORCE MAJEURL

Non-performance or delay in performance by SONANGOL and
CONTRACTOR, or either of them, of any of the contractual
obligations, except an obligation to pay money, sha—ll be excused if,
and to the extent that, such non-performance or delay‘is caused by

force majeure.

If the force majeure restrains temporanly the performance of a
contractual obligation subjec¢t to a tlme hmlt the time given in this
Agreement for the performar‘ace',of such obﬁgatlon and for the
performance or exerc:se of any rlght or oblxgatlon dependent thereon,
and, if relevant, the term of the Agreement shall be suspended until
the restoration of the status quo exxstmg prior to the occurrence of
the event(s) constttutmg force ma;eure but only with respect to the
areas affected. L ; ' o
"Force Majeure", for the purposes of this Article, shall be any
occurrence beyond the reasonable control of the Party claiming to be
affected by such event, such as, and without limitation, state of war,
either declared or .not, rebellions or mutinies, natural catastrophes,

fires, earthquakes and communications cuts and unavoidable accidents.

The Party which understands that it may claim a situation of force

majeure shall immediately serve notice to the other Party.
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ARTICLLE 45

APPLICABLE LAW

This Agreement shall be governed by and construed in accordance with

Angolan Law.
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ARTICLE u6
LANGUAGE
This Agreement has been prepared and signed in both Portuguese and

English. The Portuguese version shall be the official version for the

purpose of establishing the rights and obligations of the Parties.

Tar
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ARTICLE 47

OFFICES AND SERVICE OF NOTICE

1. SONANGOL and CONTRACTOR shall maintain offices in Luanda,
Republica Popular de Angola, where communications foreseen in this

Contract must be validly served.
2. SONANGOL's office for the purpose of serving notice is:

Rua 1 Congresso do M.P.L.A.
No. 8-42 Andar \
Luanda, R L
REPUBLICA gQP’qu,-L?éﬁ"‘ée AN:GO"{;_'A:':;.,

Telex: 3148 and 326() =

3. CONTRACTOR's EQ.ff..i_c::ewfor the purpose of serving notice is:




4, SONANGOL and CONTRACTOR will communicate any change of address

in writing and with reasonable notice.



ARTICLE u8

CAPTIONS AND HEADINGS

Captions and headings are included in this Agreement for the sole purpose

of systematization and shall have no interpretative value."
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ARTICLE 49

EFFECTIVENESS

This Agreement is made and entered into on the basis of the Concession
Decree the provisions of which constitute a part of the rights and

obligations of the Parties.

This Agreement shall come into effect on the Effective Date.
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ANNEX C

ACCOUNTING AND FINANCIAL PROCEDURE

FEBRUARY 1988
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ANNEX C

ACCOUNTING AND FINANCIAL PROCEDURE

This Annex is made an integral part of the Production Sharing Agreement

entered into between SOCIEDADE NACIONAL DE COMBUSTIVEIS DE
ANGOLA (SONANGOL) and as referred to in Article 2 of

said Agreement.
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1

1.

1

1

.3

SECTION 1

GENERAL PROVISIONS

Definitions

The terms used herein have the same meaning given them in the
Agreement.

Purpose

The purpose of this. Accountmg and Fmahc:al Procedure is to establish
equitable methods- f' determ.l‘f\tng . charges and all receipts
applicable to the Petroleum Opera;caohs under the Agreement. It is the
intention of the Part:es that ‘there shall be no duplication of any
recoverable ntem.._. ' )

Statements Required to be Submitted by CONTRACTOR

(a) . Within ninety (90) days of the Effective Date, CONTRACTOR shall
submit to and discuss with SONANGOL a proposed outline of
charts of accounts, operating records; and reports, which outline
shall be in accordance with generally accepted and recognised
accounting policies and consistent with normal practice of the
international petroleum industry. Within sixty. (60) days of
receiving the above submission SONANGOL shall either indicate its
approval of the proposal or request revisions to the proposal.
Within one hundred and eighty (180) days after the Effective Date
of the Agreement, CONTRACTOR and SONANGOL shall ag_ree on
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(b)

(c)

the outline charts of accounts, operating records and reports
which shall describe the basis of the accounting system and

procedures to be developed and used under the Agreement.

Following agreement on the outline charts of accounts, operating
records and reports, as provided for in Subsection 1.3(a) above,
CONTRACTOR shall expeditiously prepare and provide SONANGOL
with formal copies of the comprehensive charts of:accounts and
manuals related to the accounting, recording and reporting
functions and procedures which are, and shall be, observed
under the Agreement.

CONTRACTOR is required t\o makeregular St:'z'ate.‘ments relating to

the Petroleum Operati_ons.,......T;haghs"e~-S:tatemgr-)‘té":ga:tjé"‘é'§ follows:

(i) Production Statement (seeSection 7 of this Annex):

(ii) Value of _l?_gjog'iud;i-br;' Statement (see Section 8 of this

Annex);

(iii) Statement of Expenditures and Receipts (see Section 9 of

this Annex);
(iv) Cost Recovery Statement (s}eﬂe,,Sectioh 10 of this Annex);
(v) Profit Oil Statement (see Section 11 of this Annex):

(vi) Values of Price Cap Excess Fee Statement (see' Section 12

of this Annex]).
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(d)

(e)

(vii) Final End-of-Year Statement (see Section 13  of this

Annex).
(viii) Training Report (see Section 14 of this Annex]).

In addition to the records and reports specifically provided for in
this Section, CONTRACTOR shall also prepare information and
data for SONANGCOL as SONANGOL may reasonably‘/ request and
which is directly related to CONTRACTOR's obligations —under the

Agreement.

All reports and statements will be prepared in accordance with
the Agreement, the laws of the Peoples Republ:c of Angola and,
where there are no relevant provtsmns ing e!ther of these, in
accordance with normaJ practlce of the: mternatlonal Petroleum
industry. The :‘eports and statements'shall also satisfy the
requirements of SONANGOL‘S Petro!eum Operations Information

System (SIOP).

1.4 Language and Units of-Account

(a)

Unless SONANGOL agrees otherwise, all books of account,
operating data and reports and correspondence concerning the
Petroleum Operations shall be written in the Portuguese language
and shall be maintained in both Angolan Kwanzas and United
States dollars, the last being the account currency of the
Agreement. Metric units and Barrels shall be employed for
measurements required under this Annex. Where necessary for
clarification or CONTRACTOR's purposes, books of account,

operating data, reports and correspondence may, upon the
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(b)

(c)

approval of SONANGOL, also be maintained in other languages,

currencies and units of measurement.

Neither SONANGOL nor CONTRACTOR should experience  an
exchange gain or loss at the expense of, or to the benefit of, the
other. The treatment of any realized or unrealized gain or loss
from exchange of currency for the purposes of determining the
amount of Cost Recovery Crude Oil shall be subject to agreement

between SONANGOL and CONTRACTOR.

Amounts received and costs and expenditures made in Kwanzas or
in United States dollars shall be {.:.anerted from Kwanzas into
United States dollars or from Umted ‘States. dollars into Kwanzas
on the basis of the ex.change rates betweer\ “the currencies in
question as published by Banco Nactonal de Angola, prevailing on
the last busmess day of the Mcmth precedmg the Month in which
such amounts are recelved and costs and expend:tures are paid.
Depreciation or amort:satton charges shall be translated or

acquired.

1.5 Payments

(a)

(b}

All payments between the Parties shall .be made in United States
dollars, or any other currency agreed by the Parties, and be at

a bank designated by each receiving party.
Any payments required under the Agreement, including but not

limited to bonuses, rentals, minimum Work Program shortfalls and

CONTRACTOR's optional purchases of Crude Oil, shall be made
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{c)

within thirty (30) days following the end of the Month in which

the obligation to make such payments occurs.

If one Party has not in due time paid the sums due under the
Agreement to other parties, then such sums due shall bear
interest for each day such sums are overdue at an annual rate
equal to the average London Inter Bank Offered Rate for six (6)
months, as quoted at 11.00 a.m. London time on the first
business day of each month that this sum is ;)verdue, by the
London office of Bank of America, plus two (2) percentage

points.

(a)

The accounting records of CONTRACTOR shall be sub;ect to an
annual audit to be made by dﬁ mdependent firm of auditors.

Such auditors Shd“ be selected by SONANGOL after consultation

- with CONTRACTOR..: The audit must be based on generally

accepted audltmg pr‘mcxples.

In addition to the audit of the annual accounts, SONANGOL may
require the auditors in the course of their work to perform other
checks relating to contractual clauses, without CONTRACTOR

being able to oppose such checks.

CONTRACTOR must supply all records, documents and
explanations required of them by the auditors and shall permit
the auditors to make such checks as they deem"necessary to

enable them to undertake the audit.



(b)

(c)

The cost of such audit will be borne by CONTRACTOR as an
Administration and Services Expenditure. A copy of each audit
report shall be delivered to the Ministry of Finance as well as to
SONANCOL and each party constituting CONTRACTOR no later
than six (6) months following the end of the relevant Calendar

Year.

In addition to the audit referred to in Subsection 1.6(a),
SONANGOL shall have the right to carry out or have carried out
such examinations and audits as it sees fit, of CONTRACTOR's
accounts, records, documents, contracts, assets, etc. so as to

confirm the compliance with the provisions of the contract or with

relevant fegislation in force. The ._cbs_t“;of any such examination or

audit will be borne by SONANGOL g

During the course ofthe au‘dlg';_ the auditors may, on giving

reasonable notice o CONTRACTOR, examine and verify all of the

charges and credits___,,r_iéfraij_ﬁg to the Petroleum Operations such as

the books of gccqé.x_g_.t.}' "accounting entities, inventory and stock
records, voucl:;iers’:, payment records, invoices, contracts and
sub-contracts of any type related to the Agreement and any othef
documents, correspondence and records of CONTRACTOR
necessary to audit and verify the charges and credits.
Furthermore, the auditors shall have the right in connection with
such audit to visit and inspect at reasonable times and on
reasonable notice all sites, plants, facilities, warehouses and
offices of CONTRACTOR in Angola or elsewhere serving the
Petroleum Operations including visiting personnel aséociated with

these Operatié_ns .
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(d)

(e)

()

All accounting records, returns, books and accounts related to
activities under the Agreement shall be considered true and
correct twenty-four (24) months following the end of the related
Contract Year unless within the said twenty-four (24) month
period SONANGOL or CONTRACTOR take written exception
thereto, provided that SONANGOL and CONTRACTOR may agree

on reasonable extensions to such twenty-four (24) month period.

Without prejudice to the finality of matters as  described in
Subsection 1.6(a) all documents referred to in those Subsections
shall be maintained and made available for inspection by
SONANGOL for five (5) years followmg their date of issue or

publication. )

Nothing in this Artlcle shaﬂ replace or reduce CONTRACTOR'

obligations under the Angolan Commerc}al Law.
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SECTION 2

CLASSIFICATION, DEFINITION AND ALLOCATION
OF COSTS AND EXPENDITURES

All expenditures relating to the Petroleum Operations shall be classified,

defined and allocated as follows:

2.

2.

1

2

Exploration Expenditure - All direct and allocated indirect costs

incurred in exploring for Petroleum including:

(a) Aerial, geophysical, %;eoghe{hicii‘xi,“.‘geolqgi'c_'al, topographical and
seismic surveys (ing;{ga:i:('ig’i“-théir inte{p'hgié:fiéi;) and studies;

(b) Corehole drilligs’

{c) Al costs, iq‘c‘lq'a‘i'ﬁ'.."ﬂ..‘(‘::bsts of labor, materials and services for
dritling andf:_‘coghﬁ'fé'ting Exploration Wells, providing the Wells are
dry and/or not completed as producing or injection Wells;

(d) Facilities used solely in support of these purposes including
‘access roads; and '

(e) Purchased geological and geophysical information.

Development Expenditure - All direct and allocated indirect costs

incurred in the development of one or more Petroleum fields for

production and export including:

Co-ox
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(a) Al costs for drilling and completing Wells as Oil and Gas
producers or injectors of fluids into the reservoirs for the
purpose of producing from a Petroleum field including
non-producing  Wells and the redrilling, deepening  and
recompleting of such Wells and also including the drilling of
facility wells, such as waste disposal, fresh water or water for

fluid injection purposes;

(b} Intangible drilling costs such as labor, consumable material and
services having no salvage value which are incurred for drilling
and deepening of Wells for production or injection purposes;

(c)A Providing access roads and other relat@d roads solely in support

of Development and Productwn act‘:vntleS' by

(d) Construction of ﬁe{d facnht:es for producmg, treating, storing
and transporting Petroleum, such as pipelines, Gas/Oil treatment
and production umts """ offshore platforms, we!l—"head‘ equipmenf,
subsurface l:ftmg equrpment production tubing, sucker rods,
pumps, flow hnes,' enhanced recovery systems, storage tanks and .
related facilities and terminals, piers, harbors and related

facilities for the export of Crude Oil; and
(e) Engineering and design studies for field facilities.

Development Expenditures which are incurred for facilities used in one
or more Development Areas shall be allocated between the Development
Areas taking into account the estimated usage by each Development
Area based upon the total estimated recoverable reserves of the
Development Areas, which allocation will be agreed upon by SONANGOL
and CONTRACTOR.
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2.3

2.4

Production Expenditure - All costs in a Development Area, other than

Exploration, Development and Administration and Services Expenditures
(except as provided in paragraph (d) below) following the
commencement of Crude Oil exports from that Development Area

including, but not limited to:

(a) Operating, servicing, maintaining and repairing ‘producing and
injection Wells and all equipment, pipeline, systems, facilities and

plants completed during Development;

(b) Planning, producing, controlling, measuring, testing and carrying
out the flow and collectmg, gathermg, treating, storing and
transferring of Petroleum frem the Petroleum reservo:rs to the
designated exporting or. Jlftmg locatxons’ and .

(c) Development Are;"i:‘:}:entals_.{ag" specnﬂed in Article 23 of the

Agreement).

Production Expendnture may include a reserve to cover abandonment

costs, the amount of which will reflect actual projected abandonment

costs and which must be approved by the Operating Committee.

Administration and Services Expenditure - All direct and indirect costs

capable of being in common support of Exploration, Development and
Production such as the costs of Administration and Services activities

as defined in Article 1 of the Agreement and including:

(a) "The purchase, construction, operation and maintenance of
warehouses, piers (excluding piers constructed purely for the
export of crude oil, such piers being classified as Development

Expenditures), marine vessels, vehicles, motorized rolling
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(b)

(c)

(d)

equipment, aircraft, administrative offices, shore bases, fire and
security stations, work shops, water and sewage plants, power
plants, communication systems, housing, community and
recreational facilities and furniture, tools and equipment used in

these activities;

Al costs for facilities, such as access roads, which initially are
constructed purely for use during Exploration activities but are

later also used for Development activities;

All management, administrative and general costs incurred in the
main and field offices in Angola, mcludmg, but not limited to,

supervisory, accounting and empioyee relatlons services; and

All management, admmrstratNe and general costs incurred outside
of Angola by CONTRACTOR and nts Afﬂllates and applicable to

activities under the Agreememt sueh as:

Executive:’“'-':‘-.,_“,:: " Time of executive officers

Treasury: Financial and exchange activities

Purchasing: Procuring materials, equipment and
supplies

Exploration and Directing, advising and controlling

Production: ‘ Petroleum Operations

and including time spent in other departments such as legal,

controllers and engineering.
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3.

1

SECTION 3

COSTS, EXPENDITURES AND CREDITS OF CONTRACTOR

Recoverable Costs

Subject to the provisions of the Agreement, CONTRACTOR shall bear
and pay all expenditures in respect of the Peiroleum Operations.
These costs and expenditures will be vciassiﬁed under the headings
referred to in Section 2 and shall be recoverable according to Article

11 of the Agreement. These recoverable costs and expenditures will
\ 23 M

be the following:

(a) Surface Rights = *.% %
All direct costs 7 ati_":{i,bfx-t_éb’]e to the acquisition, renewal or
relinquishment gf"‘s_ﬁ?f;éée rights acquired and maintained in force

for the Confi.raigf"'ﬁ(?ea.

(b) Labor and Associated Labor Costs

(1) Gross salaries and wages including bonuses and premiums
of CONTRACTOR's employees and assigned expatriates
directly engaged in the Petroleum Operations, irrespective

of the location of such employees;

(ii) All personnel who are engaged in the Petroleum Operations
and whose salaries and wages are recoverable under
Subsection 3.1(b)(i) shall maintain time sheets for the

purpose of charging such salaries and wages. These time
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(i)

(iv)

(v)

(vi)

sheets will record time worked on the Petroleum Operations
whether such personnel are engaged full time or part time
on such Operations and will show all time worked on the

various projects;

CONTRACTOR's  costs regarding holiday, vacation,
sickness and disability payments applicable to the salaries
and wages chargeable under Subsection 3;‘1(b)—(i) above,
all of which shall be in accordance with CONTRACTOR's

normal practice;

Expenses or contmbutaons made pursuant to assessments or
obligations imposed under the laws of the Peoples Republic
of Angola wh:ch are apphcable to CONTRACTOR'S cost of
salaries and wages chargeable under Subsection 3.1(b)(i)

above;

CONTRACTOR’S cost of established plans for employees'
life msurance hospltahsatlon pensions, and other benefits
of a like nature customarily granted to CONTRACTOR's

employees;

Reasonable travel, housing, living allowances and personal
expenses of employees of CONTRACTOR including those
made for travel and relocation of the expatriate employees
assigned to the People's Republic of Angola all of which
shall  be in accordance with CONTRACTOR's normal

practice.
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(c)

(d)

Transportation

The cost of transportation of employees, equipment, materials and

supplies necessary for the conduct of the Petroleum Operations.

Charges for Services

(i)

(i)

Third Party Contracts

The actual costs of contracts for technical and other
services entered into by CONTRACTOR for the Petroleum
Operations, made with third parties other than Affiliates of
CONTRACTOR, prowded that the prices paid by
CONTRACTOR are competltrve w:th those generally charged
by other :nternannal or domestlc supphers for comparable

work and serwces.- )

Affiliates of CONTRACTOR

Without prelud:;;e to the charges to be made prior to the
time of a Commercial Discovery, in accordance with 7
Subsection 3.1(k), services rendered to the Petroleum
Operations by an Affiliate of CONTRACTOR; ihcluding
general and administrative services will be charged on the
basis of costs without profits and wi-H be competitive. The
charges will be no higher than the most favourable prices
charged by the Affiliate to other Affiliates and to third
parties for comparable services qnder similar{,‘terms and

conditions elsewhere.
If necessary, certified evidence regarding the basis of

prices charged, consisting of certification of the amount of

such charges which are direct costs of providing the
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services concerned and of the amount which contribute an
allocated proportion of the overhead of the Affiliate, may
be obtained from the auditors of the Affiliate by
SONANGOL.

Such services will be provided within the framework of
service contracts between CONTRACTOR and the Affiliate,
which will be subject to the approval of SONANGOL prior

to being signed.

SONANGOL reserves the right to disallow for cost recovery
purposes, Affiliate charges if they are significantly higher

than the average overall cost charged by Petroleum

companies to their Aff:hates for sumxlar‘ servxces in the

international Petrofeum mdustry.

(e} Material

(i)

(i)

New and ugé’d':ﬁi{é’@riai acquired from third'parties will be -
charged at""‘t'ﬁ_e invoice price less all the applicable
discounts and rebates; this value should not exceed the

general price prevailing in normal arms-length transactions

-on the open market for timely available material of the

same quality, taking into account transportation and other

related costs.

New and used matérial acquired from the Affiliates of
CONTRACTOR will be charged at the lower of the cost to
CONTRACTOR's Affiliate and the general price prevailing
in normal arms-length transactions on the open market for

comparable material.
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()

(g)

{111} CONTRACTOR does not warrantl material beyond the
suppliers' or manufacturers’ guarantee and in case of
defective material or equipment, any adjustment received
by CONTRACTOR from the suppliers, manufacturers or
their agents will be credited to the accounts under the

Agreement.,

So far as is practicable and consistent with prudent, efficient and
economical operation only such material shall be- pur(fhased or
furnished by CONTRACTOR for use in the Petroleum Operations -
as may be required for use in the reasonably foreseeable future

and the accumulation of surplus stocks will be avoided.

\

Rentals, Duties and Other Assessimerts

All  rentals, taxes Customs Dutles lev:es charges, fees,
contributions and any other aSSessments and charges levied by
GOVERNMENT in connectl(m wnth the Petroleum Operations and
paid directly or mdjrectfy by CONTRACTOR with the exception of

the Petroleum lnCQme Tax and the Price Cap Excess Fee.

Insurance and Losses

Insurance premia and costs, less any commission rebates and
discounts, incurred for insurance, providing such insurance is
Customary and gives prudent protection against risks. If such
insurance is wholly or partly placed with an Affiliate of
CONTRACTOR, such premia and costs shall be recoyérabie only
'to the extent generally charged by competitive insurance
companies other than an Affiliate of CONTRACTOR. Costs and

losses incurred as a consequence of accidents and damages in the
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(h)

(i)

course of the Petroleum Operations are recoverable to the extent

not made good by insurance obtained under the Agreement.

Legal Expenses

All costs and expenses of litigation and legal or related services
necessary or expedient for the procuring, perfecting, retention
and protection of the Contract Area, and in defending or
prosecuting lawsuits involv'ing the Area or any third party claim
arising out of activities under the Agreement, or sums paid in
respect of legal services necessary or expedient for the protection
of joint interest of SONANGOL arid CONTRACTOR. Where legal
services are rendered m s(JCh matters by salaned or regularly

retained lawyers .- CONTRACTOR "'or an -Affiliate of”

'CONTRACTOR such compensatlon wx“ be included instead under

Subsection 3. 1(b) or 3, l{d) above as applicable. Costs incurred
in the course of arb1tratton under Article 43 of the Agreement
shall, however : not be Ccost recoverable, nor shall any legal costs

which are not related to activities defined above.

Training Costs

All costs and expenses incurred by CONTRACTOR in training of

its employees directly engaged in the Petroleum Operations under
the Agreement and such other training as required under Article

37 of the Agreement.:

Natural Gas and Related Costs shall be treated as follows:

(i) Costs to develop and produce Associated Natural Gas shall

be recoverable in determining the volume of Cost Recovery
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(k)

(i)

(i)

(iv)

General

Crude Oil in the relevant Development Area. Costs to
develop and produce Non-Associated Natural Gas shall be
charged against the Non-Associated Natural Gas revenues
in a2 manner to be agreed by SONANGOL and
CONTRACTOR;

No Exploration Expenditures shall be charged against
Non-Associated Natural Gas revenues excépt with the

approval of SONANGOL:

Common costs, other than Exploration Expenditures,
allocated to Crude Oil and Non~Associated Natural Gas
shall be allocated on a bas:s to be agreed by both Parties;
The accountmg treatment for ’revenues and costs of
Non- Assocxated Natura! Gas fractlons and for gas liquids

extracted from Non Assoclated Natural Gas shall be agreed

and Adn‘finj,s:trative Expenses

(1)

CONTRACTOR's staffing and- maintenance of its head office
in Angola and other offices in Angbla as well as the
expenses of general facilities such as shore bases;
warehouses; water, power and cémmunications systems;
roads and bridges; other indirect expenses in Angola such
as costs of field supervisory personnel, field clerks,
assistants and other general employees indirec_tiy serving
activities in the Contract Area and cost of audits under

Subsection 1.6(a).
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(ii)

Prior to the date of the first Commercial Discovery in the
Contract Area, the general and administrative expenses
incurred by CONTRACTOR outside of Angola and
applicable to activities under thekAgreement, as specified
in Subsection 2.4(d), will be chargeable each Month as an
overhead at the fixed rate of three per cent (3%} of
Exploration Expenditures incurred in the Contract Area
during such Month. Such general .and = administrative
expenses shall be in addition to any other expenses
chargeable pursuant to this Section 3. After the date of
the first Commercial Discovery, there will be no further
allowable charges for genet‘al and administrative expenses
incurred by CONTRACTOR outsnde Qf Angola except to the
extent these are mcluded under servnce contracts pursuant-

to Subsectxon 3 I(d)(u)

(a)

(b)

(c)

(d)

(e)

Donations and.contributions.

Advertising or public relations expenses including costs incurred

~on government relations activities.

Expenditure on research into and development of new equipment,

material and techniques for use in searching for, developing and

producing petroleum.

Interest expense on borrowings, including capital charges during

construction and charges for supplier credit.

Costs incurred before the Effective Date of the Agreement.’
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3.

3

Costs not Recoverable under the Agreement

(a)

(b)

(c)

(d)

(e)

(f)

(9)

(h)

The Signature Bonus under the Agreement.

Costs incurred as a result of gross negligence or wilful
misconduct of CONTRACTOR and for which CONTRACTOR is

liable under the Agreement.

Petroleum marketing or transportation costs of Petroleum beyond

the Delivery Point.

any other amounts spent- Gm lndemmties with regard to
non—fulfilment of conrractural obhgatmns) ~"and any payments

made because of shortfails below the fminimum work program.

Legal costs incurred by CONTRACTOR, except those specifically

provided for in Subsection 3.1{h}. .

Price Cap Excess Fee and Petroleum Income Tax.

Fines and penalties imposed by Courts of Law of the People's
Republic of Angola except when such fines and penalties are

imposed upon acts performed in the Iegitimétte exercise of

activities permitted by the Agreement.
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3

3

L4

.5

(i)  Gifts or rebates to suppliers and gifts or commission to

intermediaries arranging service or supply contracts.

(;) Demurrage Costs except when approved unanimously by the

Operating Committee.

Other Costs and Expenses

Other costs and expenses not covered or dealt with in the provisions
of this Section 3 and which are incurred by the CONTRACTGOR for the
necessary and proper conduct of the Petroleum Operations are

recoverable, only if so approved by SONANGOL.

\

Credit under the Agreement:

The net proceeds of the followmg transactions will be credited to the

cost recovery accounts under the Agreement

(a) The net proceeds 0f any insurance or claim in connection with the

the Agreement when such operations or assets were insured and

the premia charged to the accounts under the Agreement.

(b) Income received from third parties for the use of property or

assets charged to the accounts under the Agreement.

(c) Any adjustment received by CONTRACTOR from the
- suppliers/manufacturers or their agents in connection with a
defective material the cost of which was previously charged by

CONTRACTOR to the accounts under the Agreement.
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(d) Rentals, refunds or other credits received by CONTRACTOR
which apply to any charge which has been made to the accounts
under the Agreement, but excluding any award granted to
CONTRACTOR under the arbitration referred to in Subsection
3.3(e) above.

3.6 Duplication of Charges and Credits

Notwithstanding any provision to the contrary in this Accounting and
Financial Procedure, it is the intention that there shall be no

duplication of charges or credits in the accounts under the Agreement.
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SECTION 4

NON-OPERATOR COSTS

The costs incurred by CONTRACTOR as referred to in this Accounting and
Financial Procedure shall include the costs of the Operator and of the
non-operating companies, provided, however, that all general and
administrative costs of the non-operating companies are St::bject to the
approval of the Operating Committeé. The Joint Operating Agreement
concluded between the parties constituting CONTRACTOR, as provided for
in Article 8 of the Agreement, shall contain regulations on how the

non-operators shall be reimbursed for theigj.’gi'n.gprred costs,
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5.

1

5.2

5

.3

SECTION 5

CAPITALIZATION AND DEPRECIATION

Exploration Expenditures and Production Expenditures shall not be
capitalized and therefore not depreciated but shall be chargeable as

expenses as provided for in Article 11 of the Agreement.

Development Expenditures shall be. "'iiapitalized and these amounts,

increased by the investment ailowam:e 3s provxded for in Article 11 of

the Agreement, shall be depremable at twenty per cent (203) per Year..
in equal annual mstaHménts commenctng in the Year incurred or in the
first Year in whlch Crude Oll experts from the same Development Area

commence, whlchever last A full  twenty _per cent (20%)

depreciation shall be aHOWeo in the said first Year.

(a) That portlonmc;f Administrative and Services Expenditures which is
for the construction or purchase of facilities shall be capitalized
and depreciated at twenty per cent  (20%) per Yéar in equal

- annual instaliments commencing in the Year incurred or in the
first Year in which Crude Oil exports from the Contract Area
commence, whichever is last. A full twenty per cent {20%)

depreciation shall be allowed in the said first Year.

{b) That portion of Administrative and Services Expenditures which is
not for the construction or purchase of facilities shall not be
capitalized and therefore not depreciated but shall be chargeable

as expenses as provided in Article 11 of the Agreement.
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5.4

5.5

5.6

Recovery of all allowable costs under this Agreement is subject to the
Cost Recovery Crude OCil restriction described in Article 17 of the

Agreement.

To the extent that the limit of Cost Recovery Crude Oil prevents all
recoverable costs in a given Year from being recovered, the
unrecovered Development and Production Expenditures shall be carried
forward to succeeding Years until they are fully recovered or, in the
case of insufficient Cost Recovery Crude O0il deriving from -the
Development Area in question, such unrecovered costs may remain
unrecovered.

To the extent that there is a latk of Cost Recovery Crude Oil in one
or more Development Areas as referred te” in paragraph 5.5 above, the
unrecovered Explorat;en Expendltures shall be carried forward to
succeedmg Years untll fuliy reé&'vered or in the case of insufficient

Cost Recovery Crude Olf denvmg from the Contract Area, such

unrecovered costs may remam unrecovered.
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6.2

SECTION 6

RECORDS AND VALUATION OF ASSETS

CONTRACTOR shall maintain detailed records of property in use for
the Petroleum Operations in accordance with normal practice in
exploration and production activities of the international petroleum
industry and will give SONANGOL a complete and detailed report on all
such property every year or at any time upon SONANGOL's request

and upon two (2) Months advance wrltten notuce

\

At reasonable mtervals buf at ieast once .a Yéar with respect to
movable assets and once every three (3) Years with respect to
immovable assets, &nventorles of-. the property under the Agreement
shall be taken py CONTRACTOR CONTRACTOR shail give
SONANGOL at least thlr{y f30) days written notice of its intention to
take such lnventbry amd SONANGOL has the right to be represented
when such mventpry is taken. CONTRACTOR will clearly state the
principles upon which valuation of the inventory has been based.
When an assignment of rights. under the Agreement takes place a
special inventory may be taken by CONTRACTOR at the request of the

assignee provided that the costs of such inventory are borne by the

assignee,.
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7.

1

SECTION 7

PRODUCTION STATEMENT

Subsequent to the commencement of Commercial Production frem the
Contract Area, CONTRACTOR shall submit a Monthly Production
Statement for each Development Area to SONANGOL 'showing the

following information:

(a) The quantity of Crude Oil produced and saved during the Month.

A}

(b) The cumulative quantlty of Crude O|l produced and saved from
the Development Area Slnce the commencement of ~Commercial

Production up untﬁ the “end of the Month in question.

(c} The quantity of Natura{ Cas produced and saved durmg the
Month.

(d} The cumulative quantity of Natural Gas produced and saved from
the Development Area since the commencement of Commercial

Production up until the end of the Month in question.

(e) The quantities of Petroleum used for the purposes of carrying out

drilling and production operations and pumping to field storage.
(f) The quantities of Natural Gas flared.

(g} The size of Petroleum stocks held at the beginning of the Month.
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7.2

7.3

(h) The size of Petroleum stotks held at the end of the Month.

(i)  The quantities of Crude Oil lifted during the Month by each
entity constituting CONTRACTOR.

(j) The cumulative quantity of Crude Oil lifted during the Month by
each entity constituting CONTRACTOR since the commencement of

commercial production up until the end of the Month in question.

The Production Statement for each Calendar Month shall be submitted
to SONANGOL no later than ten (10) days after the end of such
Calendar Month.

SONANGOL shall be mfermeo of th reasons for all significant
variations in crude 011 stocks in an accompanymg letter and is entitled

to carry out its own ver«ﬁcatlon of these stocks at any time.
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SECTION 8

VALUE OF PRODUCTION STATEMENT

8.1 Each entity constituting CONTRACTOR, individually, shall prepare a
confidential statement covering the determination.of the fair market
value of Crude Oil produced and saved during each Calendar Quarter.

This statement shall contain the following information:

(a) The quantities and prices realtSed therefor by that entity as a
result of sales of Crude O!l to thlrd partles made during the
Calendar Quarter l.r‘x,___qyg_,_§tlon

.....

(b) The quantltnes and the pr‘lces reahsed therefor by that entity as

(c) Public, non—conﬁdentxal information available to that entity
concerning the prices of Crude Oil produced by the main
petroleum producing and exporting'countries including contract
~ prices, discounts and premia, and prices obtained on the spot

markets.
8.2 The Value of Production Statement for each Calendar Quarter shall be

submitted to SONANGOL not later than fifteen (15) days after the end

of such Calendar Quarter.
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9.

1

SECTION 9

STATEMENT OF EXPENDITURE AND RECEIPTS

Each Calendar Quarter, CONTRACTOR shall prepare a Statement of
Expenditure and Receipts under the Agreement. . The- Statement will
distinguish between Exploration Expenditures, Development
Expenditures, Production Expenditures and Administration and Services
Expenditures and will identify all major items of expenditures within

these categories. The Statement will sh.ow the following:

\

(a) Actual expendstures and recelpts (exc}udmg recelpts for Sales of...

Petroleum) for the Quarter in questlon

(b) Full details of all labor cOsts associated w:th CONTRACTOR's

expatriate personne{

(c) Exp!anatlons on any significant deviation between the actual
expenditures and receipts and the amounts forecast for that
Quarter with supporting evidence for those items which vary from
the forecasted amounts.

(d) Cumulative expenditure and receipts for the Year in question.

(e) Latest forecast cumulative expenditures for the full Year.

(f) Explanations on any significant deviation between the original

budget forecast for the Year in question and the latest forecast.
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9.2 The Statement of Expenditure and Receipts for each Calendar Quarter
shall be submitted to SONANGOL no later than thirty (30) days after

the end of such Quarter.

9.3 SONANGOL may request supporting data for any or all of the items in

this Statement.

.....
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SECTION 10

COST RECOVERY STATEMENT

10.1 Each Quarter CONTRACTOR shall prepare for each Development Area a

Cost Recovery Statement containing the following information:

(a)

(b)

(c)

(d)

(e)

()

Any retroactive adjustments to.the quantity and value of Cost
Recovery Crude Oil taken and disposed of by CONTRACTOR in

A

previous Quarters.

Recoverable Deveiopment and Productaon Expenditures carried

forward from ’che prevnous Quarter if any.

Recoverable Deve!opment and Production Expenditures arising

during the Quarter in question.

Quantity and value of Cost Recovery Crude Oil taken and

disposed of by the CONTRACTOR for the Quarter in question.

Excess Cost Recovery Crude Oil not required to recover costs
incurred in the Development Area during the Quarter in question,

if any.

Development and Production Expenditures recovered in the

Quarter in question.
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10.2

{g)

{(h)

(i)

Each

Total  cumulative amount  of Devélopment and  Production

Expenditures recovered up to the end of the Quarter in question.

Totat cumulative amount of Development and  Production

Expenditures incurred up to the end of the Quarter in question.

Amount of recoverable Development and Production Expenditures

to be carried forward into the next Quarter, if any.

Quarter CONTRACTOR shall prepare a Summary Cost Recovery

Statement for the Contract Area containing the following information;

(a)

{b)

(c)

(d)

(e)

(f)

Any retroactive adjustments to tﬁ;--guantity and value of Cost
Recovery Crude Oil taken:.-a'h.tl;:{'n‘gi.’s;;(‘)sed of- by CONTRACTOR in

previous Quarters. .. =&

Recoverable Ei&)}b"ration_‘_E%pe‘rzli‘:.li‘tu.res carried forward from the

previous Quarter, if.any;

Recoverable 'E“?gpalor:ation Expenditures arising during the Quarter

in question.

Excess Cost Recovery Crude Oil in each Development Area {Cost

Recovery Crude Oil not required for the recovery of Development
and Production Expenditures in the Development Area), if any.
Quantity and value of the excess Cost Recovery Crude Oil from
each Development Area taken and disposed of by CONTRACTOR
in the Quarter in question for the recoverylof Exploration
Expenditures.

Exploration Expenditures recovered in the Quarter in question.
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(g) Total cumulative Exploration Expenditures recovered up to the

end of the Quarter in question.

(h) Total cumulative amount of Exploration Expenditures incurred up

to the end of the Quarter in question.

(i) Amount of recoverable Exploration Expenditures to be carried

forward into the next Quarter, if any.

10.3 In preparing the Cost Recovery Statement the Administration and
Services Expenditures shall be allocated to Exploration, Development
and Productaon Expenditures as prowded for in Section 2.4 of this

Annex. . A

10.4 The Cost Recovery Statemerrts for each Quarter shall be submitted to
SONANGOL no Iater than th:rty {30) days after the end of such

Quarter.
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SECTION 11

PROFIT OiL STATEMENT

11.1 Each Quarter CONTRACTOR shall prepare for each Development Area a

11.

Profit Oil statement containing the following information:

(a)

(b)

(c)

(d)

(e).

(f)

Crude Oil produced during the Quarter in question.

Total cumulative Crude Oil ‘p"r:&i’él‘yced up to the end of the

Quarter.

Volume of ProfltOﬂ to SONAN_.G:::C):t;‘fi'ar‘id to each entity constituting

CONTRACTOR-during_thie "Quarter in question.

Cumulative wvolume/of Profit Oil to SONANGOL and to each entity
constitutingj‘--..@‘:oNTRACTOR up to the end of the Quarter in

question.

Liftings by SONANGOL and each entity constituting
CONTRACTOR during the Quarter in question.

Liftings by SONANGOL and each entity constituting
CONTRACTOR up to the end of the Quarter in question.

The Profit Oil Statement for each Quarter shall be submitted to

SONANGOL no later than thirty (30) days after the end of such

Quarter.



12.1

12.2

SECTION 12

VALUE OF PRICE CAP EXCESS FEE STATEMENT

Each Quarter CONTRACTOR shall prepare for each Development Area a

Price Cap Excess Fee Statement containing the following information:
(a) Total liftings during Quarter.

(b) Estimated value of Crude Oil during. the Quarter.

\ b PO

(c) Estimated value OfUandex ref,@’.‘f'réd:‘{‘.fblwi.ﬁ Article 21 of the..

Agreement durj‘ing-._‘fhé{ ~Quarte re i

(d) Estimated value of,_B‘a‘s,:i‘a;'-P;‘i‘c'é' during the Quarter.

(e) Value of Pr'r{'g‘:e -Cé'ﬁ"Excess Fee paid to SONANGOL.

(f) Retroactive adjustments to Price Cap Excess Fee for past quarters
taking into account final values of the Market Price of the Crude

"Oil and the UN Index referred to in Article 21 of the Agreement.
The Price Cap Excess Fee _Statement for each Quarter shall be

submitted to SONANGOL no later than thirty (30) days after the end

of such Quarter.
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SECTION 13

FINAL END-OF-YEAR STATEMENT

CONTRACTOR shall prepare a Final End-of-Year Statement. The Statement
will consolidate for the Year the same information as provided in the
Monthly Production Statement and the Quarterly Statement of Expenditure
and Receipts, Cost Recovery Statement and Profit Oil Statement, but will be
based on finalized quantities of Petroleum produced and expenses incurred
incorporating any adjustment necessary as a result of retrospective changes
to the accounts. The Final End- of-Year' Statement of each Calendar Year

shall be submitted to SONANGOL wrthin sxxty (60) days of the end of such

Calendar Year.



SECTION 14

TRAINING REPOGRT

tach yeair CONTRACTOR shall comply with the reporting requirements of
Decree 20/82 and Article 37 of the Agreement.
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SECTION 15

REVISION OF ACCOUNTING AND FINANCIAL PROCEDURES

The provisions of this Accounting and Financial Procedure may be amended
by agreement between the CONTRACTOR and SONANGOL. The amendments
shall be made in writing and shall state ‘the date upon which. the

amendments shall become effective.

CONFT:JCT WITH THE AGREEMENT

In the event of any conflict between the provisions of this Accounting and
Financial Procedure and the Agreement the provisions of the Agreement

shall prevail.
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