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PRODUCTION SHARING CONTRACT

This Preduction Sharing Contract (this "Contract”) is between:

i1 The KURDISTAM REGIONAL GOVERNMENT OF IRAQ (the "Government™); and

121 RersoL YPF Omiente MEDIO S.A., s socieded andnima incarporated and existing
wnder the laws of the Kingdom of Spain, whose registered office Is at Paseo de 1o
Castellana 278/280 Madrid 28046 (the “Contractor’ and a “Contractor Entity").

The Government has determined that this Contract will facilitate the development of
the petroleum wealth of the Kurdistan Begion in & way that achieves the highest benefit
to the people of the Kurdistan Region and all of Itag, will promote the economic
development of the Kurdistan Region and irag and the social welfare of its people, uses
the most and best market to

Investment.

g

The Government enters into this Contract pursusant to the Government’s rights and
th under the Ci itution of Irag and the Kurdistan O and Gas Law 2007. In
with the C of Irag, the iling Laws of the Kurdistan Region
comprise the Kurdistan Begion Law and, with regard to a matter w holly within the
exclusive jurisdiction of the Gavernment of Irag, the federal Laws of Irag.

The T and the t each affirma its angoing com mitment and
adherence to the Principles and Criteria of the Extractive Industries Transparency
Imitiative [EITI).

The Contractar has assured the has, with its
Affiliates:

[£1] the financial capability, and the technical knowledge and technical ability, o
earry oul Petroleum Operations in the Contract Ares under the terms of this
Contract; and

[F] a record of compliance with the principles of good corparate citirenship.

This Contract is a prodection sharing cantract. The abject of this Cantract is for the
= ta Petroleum in the Contract Area ai the Comtractor's
sole risk and expense.

Neither the Contractor, nor any Conttactor Entity will receie any compensation far its
BEIVIDES, naf any f af its whder this Cantract, excent fof the
share af Petralaum from the Cantract Area ta which |t may Become entitled under this
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# Contract -

Contract. if there is na Commercial Discovery in the Contract Area, ar if the production
nchieved from any Production Area is invufficient to reimburse the Cantractor ar any

= Entity, sach Con Entity will bear its own losses without any obligation
of the Government to provide any rei of ather i

It is the palicy of the Government to: (1) ensire that Natural Gas is first made available
to satinfy the consumption requirements and needs of the people af Irag, (1) determine
and contral il axports of Natural Gas produced in the Region, and (3) sct, duectly ar
indirectly through a designated Alfiliate of the Government or ather designee of the
Government, as the aggregatar of all Natural Gas produced in the Region for expart.

Nothing in this Contract is intended ta confer any right upon the Cantractor other than
thase rights expressly granted |n this Comtract. This Contract does nat transfer
‘ownership of any Petroleum in the ground to the Contracter or any Contractor Entity,

The Contractar and Repsal YPF, S_A_ have provided the Gowernment with a letter of
dated Iy [the “Repsol of
1 an an ind ent lor the Government to enter into this Contract,
and gpon which the Gevernment s relying in entering into this Contract,

Concurrently with the signing of this Contract, Repsol YPF, SA. has delivered a
jguarantes in favour of the Government as required by this Contract.

Prics to this Contract, Repiol Exploracion S.A. delivered & Confidentiality and Pre-
Contractual Understandings Agreement, which continues in sccardance with its terms
and & not impaired by this Contract, except as expressly set forth herein.

CLAUSE 1~ DEFINITIONS; CONSTRUCTION

Desmmons

© 2014 Kurdistan Regional Government, KRG
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Unbess othetwise specified:
Abroad means outside af the Kurdistan Region and other parts of Irag.
Accounts is defined in clause 15.1.

mieans the & Procedure attached to this Contract as
Annex B and canstituting an integral part of this Contract.

Act of Insalvency means, in respect of any Person, Its insolvency, winding-up,
adm or lig the making by it of any arrangement or
tomposition with its ereditars or the taking of possession by an Encumbrance of, ar the
appoimtment of a recefver or adm inistrative receiver over, the whale or any substantial
part of its praperty or assets of its ceasing or threatening to cease to carry on business
and sy t ar snalogous p by wih mame known snd in
whatsoever jurisdiction. The "winding-up” of 2 Person alio includes the amalgamatian,
reconstrection, recrganisation [by way of woluntary arrangement, scheme of
ar ] ion, dissa lution, li , MErger or

consalidation of that Person and any equivalent or analogous procedure under the law
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Prodection Sharing Contract - Firamagrun

of any jurisdiction in which that Person is i A il & or carries
on business or has avsets,

Adjacent Contract Area i defined in clause 34.1,

Adjustment Date is defined in clause 27.7.1.

Affiliate means, in relstion ta any Person [the “first Person™), anather Person that is:

tha uiltim ate haking company of sech Tiri Persan and any subsidiary (ather
than the first Persan) af the first Persan's ultimate halding company: or

(al

(k)

For the purpase of this definition, “holding

i the first Person is not a idiary of anather W, any af the
first Person.

PRI o e G
pany” and '

meanings glven to thoue expressions in Section 1159 of the Companies Act 2006
[England).

is defi clause 32.9.

Agreed Rate means interest com pounded on & manthly basis, at the rate per annum
equal to the three-manth term, London interbank Offered Rate LIBOR rate)] lor U5,
dollar deposits, 25 published the Financial Times (London Edition) or if not published,
then by The Wall Street Journal [New York Edition], plus 4.00%, applicable on the first
International Business Day prior ta the due date of payment and thereafter on the first

Day of each ding calendar manth, If the af) o rate | W b any

applicable usury law, the rate of interest 1o be charged shall be the maximum rate
permitted by such applicable law,

Applicable Law means, as of any lime of determination, Eurdistan Region Law and
federal Laws of Ifag d by the as in the

Region.

Appraisal and Appraisal Operations means appraisal work [being part of Exploration|
and a program carried out following a D y for the of d ing the
Reservoir to which that Discovery relates in terms of measurement of thickness and
lateral extent and he quantity af ble Petrol therein, and

l, aerial and other surveys, stratigraphic tests, the drilling

of shot holes, care holes, Appraisal Wells and other related holes and wells, and the
purchase ar acquisition of Assets and Materials therefor.

Appraisal Area means the area defined in clawse 12.4.

Appraisal Report means, in respect of 2 Appralsal Operations in respect of a Discovery, a
repart in such lorm as required by the Government and that includes:

fa

4]
(e}
1)
L]
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stratigraphy;

the thick and extent of R Ir rocks;
petrophysical properties of the Reservairs;

type of substances obtained;

Valurmes af Crude Dil and Natural Gas initially in place;
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the chemi I praperties and quality of any Crude Oil
discovered;

gl pressure, valume and temperature analysis of the reservoir fluid;
ih) the productivity indices for wells tested at various rates of flow;

il Crude Oil characteristics, including oil gravity, sulpher percentage, sediment
and water content and product yield pattern;

il Natural Gas composition;
k] of e
in the estimated production capacity of the Reservoirs:

praduction forecast per wall;
(n) a preliminary estimate of recoverable reserves; and

o) such other information as reasonably required by the Government ar generally
pravided in such reports in accordance with Best Practices.

Appraisal Wark Program i defined in clavie 12,4,
means by the C and the Government.

Approwed Budget means 2 Budget been app ¥ the
Committee and the Government together with an Approved Work Program.

App De ng Werk Program and Budget is defined in clause 14,1,
Gas Field Wark Budget is defined in clause 14.1.

Approwed Wark Program means 3 Work Program that has been appraved by the
" c and the G

LR Waork Prog and Budget an App Work Frogram together with
a Budget with respect thereta that has been approved by the Management Committes
and the Government.

Arm's-Length Sakels) means, in respect of sales of Petroleum, a sale in freely convertible
currencies batw aen sellers and buyers having no dirsct o indirsct relationihip ar
commaon interest whatsoever with each other that could ressanably influence the sales
price. The following are not &rm's Length Sales:

[F1} sales between or among any of the Contractor Entities and their respective
Affiliates;

k) sales Invelving the Government or the Gavernment of Irag;

(3] sales involving swaps or exchanges; and

1] transactions which are not a routine sales practice in the international oil and
gas industry.

Agsets means equipment and ather praperty, whether resl er persanal, swned or
leased, used or expected to be used by the C im ion with
Operations.

Assets and Materials i defined in clause 19.1.
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Assign and Assij means any L fan, merger [i

“reverse triangle” wll.luumhulnﬂelhlr dealing in any manner whatioever ar
howseever accamplished or characterised (whether legally, Benelicially, or otherwise,
inte any farm af trust or fiduciary holding., and whether conditianally or not). Assignee
means 2 Person accepting an Assignment from a Party, and Assignor means the Party
making an Assignment to anather Person.

Asocisted Gas mesni Natural Gas lound n ssaociation with Crude O, sither diasalved
in the Crude Ol or as Gas-cap Gas, that is recovered as Natural Gas at the surface by
separation or other primary field processes.

Audit Request Period is defined in clause 15.3[a).
Availabie Crude O is defined in clause 25.1.
Availsble Gas is defined in clause 25.2.
Available Petraleum & defined in clause 253

Barrel means a quantity of 42 US gallons a3 a unit to liquids, at & o
of 60" Fahrenhalt and pressure of 14.7 pai.

Baze Exploration Term i defined in clause 6.3,

Best Practices means standards that are no less stringent than the best practices,
metheds, and procedures in carrying out p I operations with a
ble degres of prud ai by the best ol experenced
3 i the sxp and pr of petraleum principally
aimed at ensuring:

fa} tonservation of Petroleum resources, which implies the utilisation of methods
and processes ise the y of P in a technically and
weenamically sustainable mannes, control of reserve decling, and minimisation
of losses at the surface;

operatianal safety, including the use of d pr
oecupational security and the prevention nhmﬂun.

environmentsl pretection and werker safety, including best methods and
pracesses which minimiss the impact of Patroleum Operations on the
Envirgnment.

that all materials, resources, and supplies are available to meet the
Contractor's abligations hereunder under normal conditions and anticipated
abnarm el conditians;

that sufficient engineering, design, construction and safety personnel are
I i and trai duet
np}mum. nﬂpﬂwﬂe required training propery and within Applicable Law,
and tiaas, and are capable of respoanding to
abnormal and abnormal

that appropriate manitaring and testing is done to ensure that Assets are
capable of i and will inue to function, a3 and to
pravide assurance that Assets will function properly under narmal canditians

o el d s |
P
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that appropriste protective devices and design features are provided to ensure
that safe, relishie, lo Petroleem Op can be

that equipment is operated at all times in a manner compliant with Applicable
Law, applicable Permits, and this Contract, in accordance with all
manufacturers” warranties, and in a manner safe to warkers, the general public,
the environment, plant and Assets;

notwithstanding the requirements of the ASME Boiler & Pressure Vessel Code
Sectian Vil that all g & hydr

such Asset is new or used) ject ta hydraulic testing prior ta use;
and

11 that full snd complete recerds of sccounts are kept and maintained,

Budget means an estimate of income and expenditure spproved, or 83 the contest may
require, to be approved by the n
Cantract in respect of all Petreleum Dperations included in a Work Pragram_

Calendar Year means a period of 12 comsecutive Months, beginning 1 lanuary and
ending on 31 December of the same year.

Capacity A means a bank account with a reputable bank in
the name of, and ined by, the G for the set forth in clause
32.16.

Capacity Bullding Bonus i delined in clause 32.1.

Capacity Building Payment means the obligation of each Contractor Entity to pay an

ta the € Vabue.
Capacity Building Payment Monthly Statement is defined in clause 12.7.
Capacity Building Value means during any period lor each Contractar Entity:
fa} zera USS until the R Factor is first equal to one; and

b} after the first time that the R Factor equals or exceeds one [R 2 1}, and
natwithstanding if the actual R Factor determined with respect to a period
oecureing after the Firt time the R Factor nqualy or excends ane may be ey
than 1;

(54} an amount in US$ equal to the value, determined in accordance with
clause 27, of 35% of the Profit Petroleam attributed to such Contrattar
Entity.

Chairman i defined in clause 8.5,

Change of Control is defined in clavse 3910
Change of Tax Law is defined in clause 43.4.

Commercial Discovery means a Discovery, after taking inte sccount avallsble technical,
operational, commercial, and data, '] reserves of
regular pi levels and other e
ial and which i d ta result in bath
Tull recovery of Petralews Costs and a le FELUrn on
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Commercial Produ ction means Production of I wnder an A
Work Program and Budget of regular production and sale or ather dispasition.

Constitution of Irag means the perm tian of irag app by the peaple
of iraq in the general referendum of 15 Dctober 2005,

Contract means this production sharing contract.

Contract Area meani, a2 of the Ellective Date, the area thown on the map s Annex A,
as such area may be ar duced in with this Contrack.

‘Contract Year means a period of 12 consecotive Months starting from the Effective Date

or any

v of the said Eff Date. In the case of the final Contract Year of this

Contract, the Contract Year will end on the terminaticn date.

Contractor means all the Contractar Entities, together,

Contractor Entity means, a5 at any time of determination, Repaal and its respective

Fer

and The s not a Contractor Entity. A Public

Company or ather Person that is o Government nterest Holder is not a Contractor Entity
selely By viriue of being a Gavernmant interest Holder.

Control is defined in dlause 33.10(b).

Corrupt Practices Laws means, as applicable:

fa}

i®)

the Laws of the Kurdistan Region and of Irag in respect of bribery, kickbacks,
and corrupt business practices;

the principles of the Laws of the Kingdom of Spain in respect of bribery,
kitkbacks, and corrupt business practices;

the principles of the Fareign Coffupt Practices Act of 1977 of the United States
of America (Pub. L. No. 85-213 §§ 101-104 rf seg). as amanded;

the principles of the DECD Convention on Combating Bribery of Foreign Public
Officials in - i T ions, signed in Paris on 17 December
1997, which entered inte farce on 15 February 1999, and the Convention’s
Commentaries; and

the principles of the UK Bribery Act 2010,

Cost Gas is defined in clanse 258,

Cost Ol is defined in clause 25,8,

Cont Petrolaum |s defined in clause 2511,

Cast Recoverable means recoverable by the Contractor as Petroleumn Costs in
accordance with the provisions of this Contract {inchuding the Accounting Procedure].

Crude Ol means all liguid hydrocarbons fincluding crude mineral oil, condensate,
asphalt, orokerite, and bitumens) in both welid and liguid form in [ty natural state or
obizined from Natural Gas by condensation ar extraction.

Cumulative Costs is defined in clause 26.1.

L in clause 26.1.

Data means racords, information, or data of any sart, raw, derived,
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gealogical, geaphysical, petrophysical, engineering, drilfing. pr well
weill log, core sample and It ris, and data.

Date of means the date as of which the
C ines that Commercial is first achi in the
Contract Area.

Decommissioning Costs means all the costs and expenditures incurred by the
Coniracior when carrying out Decommiaboning O perations, including those defined in
the Accounting Procedure.

Decommissioning Operations mean closing dewn, decommissianing, abandoning, or
whally or partly removing Assets and Materials in or from the Contract Area, keeping
Assets and Materials in the Cantract Area in & safe candition following cesation of

P pending 1, and of land in the Contract Area.

Decommissioning Plan and Work Program is defined in classe 38.2.

L Fund is defined in clause 3B.6 and includes all contributions
paid into such fund and all interest accumulated in such fund.

Delivery Point means the point alter elther a in an
Development Plan for a Production Area, or at such ather point {including a point of sale
in respect af Natural Gas) which may be agreed by the Parties, at which Petrolesm

and saved i d for the of clause 27.5, valued for the purposes
of clawse 27,1, and, in the case of Crude 04, available to be ifted by a Party.

Development Costs means all the costs and by the C
when carrying out Development Operations in accordance with an Approved
Development Work Program and Budget [subject to clause 2.6).

Il and op. in respect of o Production Area, all
or works in with an D Plan and
Budget up ta the Delivery Paint with a view to developing 2 Production Area.

Development Period is the period during the term of thit Contract (a) that i nat the
Exploration Periad of a Gas Field Halding Peried and (b during which the Contractor s
entitled to conduct Development O perations.

Development Plan means a plan prepared by the Contractor in accardance with Best
Practices, and which inchusdes details of-

(a} the delimitation of the Production Area, taking into account the results of the
Appraisal Repart regarding the af the thit
Appraisal Ares;

drilling and complstion of Development Wells;
drilling and completion of Injection Wells;

the saquencing and timing of the development of Reservairs;

the exp First Pro of

laying of pipelines;

inatallation of separators, tanks, pemps and any other associated production
and injection facilities for the production;

© 2014 Kurdistan Regional Government, KRG
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treatment and transpartation of Petroleum to processing and storage Facilities;

the construciion of iramperiation pipelines inside or outside the Contract
Ares;

Eonstr: storage for
plans for the wse or flaring of Natural Gas;

training commitment in accordance with clauie 23;

¥ g and site res plans;

i

a of annual capital exp:
abandanment expenditures,
wach Contractar Entity's source of capital; and
any other operations and expenditures not expressly provided for in this
definition, but the Cantractor expects will be reasonably necessary far

[+] dhucti and delivery of Petroleum
and disposition of Natural Gas produced fram the Contract Afea.

Development Work Program and Budget means the Work Pragram and Budget
the C B 1o clause 13.2.

Discowery means the finding of a ki [s} of in
one of more Reservoirs within the Contract Area and which have, for the first time, been
demonstrated through drilling to contain that can be r d ot the
surface in a flow by testing and
may be considered for Appraisal.

Discovery Report is defined in clause 12.2.

Dispute means a dispute or claim of any and every kind or type, arlsing out of or relating
1o this Contract (including those sounding in tort) between all or any of the Parties.

rk o is defined in clause 14.1.

Domestic Gas Plan is defined in ¢lause 14.1.
Domeitic Market s defined In cliuse 141,
Effective Date is defined in clause 46.8.

EHS Monitors mean accredited profess including safety it
certified industrial b i pational hygienists or their equivalents.

EHS Standards | defined in clause 37.2
ElA is defined in clause 37.7.

ElR is defined in clause 376

EMMP i defined in claure 37.8.

and FEans any ge, charge, pledge, hypothecatian, lien,
assignment by way of security, title retention, aption, right to scquire, right of pre-
right of set off, jim, trust arr overriding royalty, net profits
intetest, ot any other security, preferential right, equity o restriction, any agreement ta
Bive of 1o create any of the foragoing and any transacticn which, in legal terms, ks not a
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secured borrowing but which has an economic ar financial effect similar to thatof a
secured barrowing.

Envirenment Fund is defined in clause 23,03,

Exp. means any nat i the i Region o Irag,
wha is employed by either Contracter Entities ar Subcontractors far purpeses of this
Contract and who is engaged on terms which provide for the payment of pasages to
and from the Kurdistan Region or Irag.

Expert means, with respect to a Dispute, an independent person with appropriste
gualifications and experience wha:

la} has been agreed upen between the Parties to the Dispute; or

L] has been nominated by President of the Energy institute in London, England, on

the application of any Party to the Dispute failing agreement within 14 days of
either:

(F1] approval by the Management Committee of the Terms of Reference,
or

i) the date the Parties receive natice that the Expert s unable or
unwilling to compiete the to Expert determinati

means such geals geophysical, setial and other surveys as may be
contained in an Approved Werk Program and Budget with a view to discavering
Petroleum in the Contract Area previously nat knawn to have existed using geological,
geophysical and other methads and the drilling of E Wellis), and i (a)

any activity in eonnection therewith or in preparation therefor, and any relevant
pracessing: and |b) Appraisal.

Cants [ I € radl by the Conl Entities when
carrying out Exploration im with an App Work
Program and Budget [subject to clawse 2_6).

Exploration Operations means any and all operations conducted in respeet af
including 1ap

Exploration Perlod is defined in clause 6.3
Exploration Rental is defined in clause 6.2

Exploration Work Program and Budget means an exploration wark pragram and budget
prepared pursuant to clawse 11.1 or 11.2.

Export Gas Marketing Operations is defined in clause 141
Export Markets is defined in clause 18.1.

Export Plan Evalustion Perlod is defined in clause 14,27,
Extended Exploration Term is defined in clause §.3.1.

First Emploration Well & defined in clanse 10.3(d).
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First Production means the mament when Commercial Production of Crude O or Nan-
Associated Gas (as the cave may be) first commences, by Aowing at the rate forecast in
the Development Plan without interruption for a minimam of 48 hours,

First Sub-Period is defined in clause 6.4{a).

First Sub-Period Guaranteed Amounts is defined in clause 0.1.1.
Foree Majeure |y defined in elause 40.1.

Force Majeure Estimate is defined in clawse 40,11,

Gas means Natural Gas, both Associ ‘Gas and N i Gas, and allaf its
constituent elements produced from any Well in the Contract Area. Gas may be
praduced from Natursl Gas Wells or in sssociation with Crude Ol from Crude O Wells,

Gas-cap Gas means free gas that overfies and is in contact with significant guantities of
Crude Ol in a Reservoir. '

Gas Early Notice s defined in clause 1433,
Gas Export Plan is defined in clause 14.1.

Gas Field means an area in the Cantract Area consisting of 2 single reservoir or multiple
reservoirs all grouped on, or related to, the same individual geolagical structural feature,
stratigraphic canditions, or both, which ether:

fal kab v of Man-A Gas; or

ib) is a Discowery of Crude Oil with Associated Gas that cannot be a Commercial
Discavery without a plan for the ic dit o faring or re-
injection) of the Aocisted Gas, and natwithstanding that liguids and
d in the of Crade Ol [i.e,, a condensate
Reservair is a Gas Field),

‘Gas Field Holding Period is defined in clause 14.10.

Gas Pericd is defined in clause 1.8,

Gas Field Holding Period Rental is defined in clause 14,13

Gas Marketing Costs means casts and - by the C
ateordance with a Domestic Gas Marketing Work Program and Budget.

Gas Marketing Operations is defined in clause 14,1,
Gavernment is defined in the preamble.

Government Business Day means a day between the hours of 3:00am and 3:00pm
when the affices of the Government are legally required to be open to conduct the
business of the Government,

Government interest is defined in clause 4.1,

der is d diin clause 4.2,
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the Federal af the blic of irag, which haolds

oifice under the Constitution of irag and any minister, ministry, department, wb-
division, sgency, sutherity, council, committes, or other constituent element thereol,

‘Guarantes means 3 Guarantee in the form and content as set farth in Annes O

Guaranteed Amount means either the First Sub-Period Guarantesd Amaount or the
Second Sub-Period Guaranteed Amount, 1 spplicable.

Notice is defined In clause 14.28.

Income Tax and Incomes Tanes mean, in respect of any Person, Taxes imposed by
Kurdistan Region Laws on the income of such Persan,

Internationsl Banking Day means, In respect of a Party making s payment snd s Party ls
o receive a payment, & day an which banks are open to conduct business by electronic
transfer of funds in both the place from where the funds are to be sent and the place
where the funds are to be received.

International Market Price is delined in clause 27.2.

Iraq means the entirety of the Republic of irag, including the Kurdistan Region.

the purpose af r
this Contract,

means the C. Entities for

the relationship b the C Entities in respect of

Kurdistan Region means the Federal Region of by the C:
of Irag and having the same meaning as Regian’ in the Kurdistan Region Ol and Gas

Law.

Kurdiitan Region Law means Laws of the Eurdistan Region and the Laws of any
pavernmental autharity of any district, sub-district, municipality, territorial, or other

of the Region.

Kurdistan Region Oil and Gas Law means the Oil and Gas Law of the Kurdistan Region —
Irag (Law Me. 21 of 2007).

Laws means any statutes, rules, codes, reg. pr matices,
o instr rules of eaurt, or any other

of any go
of any
effect of a law.

or supra body, agency, department ar

v oF othed yar i having the faree and

LEIA & defined in clause 42.4.

Loss of Expense means any liability, loss, clairm, settlement payment, cost and expense,

interest, sward, jud,

4 I, indirect, and puniti

damages), fees ar ather charge and, o the extent permitied by applicable law, any court
filing fee, court cost, arbitration fee or cost, witness fee, and each other fee and cost
[incheding attorneys’ fees, ather p =  fees, and ents] of i ing
and defending or asserting a claim | a claim for -

Mansgement Committee is defined in clasie B,

© 2014 Kurdistan Regional Government, KRG
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MER ["Mazimum Efficient Rate”| means in respect of a Reservoir, the maximum rate af
praduction of Crude O, withaut decline of production or loss of

clause 16.16.

with good oil-fleld practice and the provisiens of

s defined in clause 10.2.

HE

fa}
i)

in respect of the First Sub-Period, the amaunts set out in clause 10.3; and

in respect af the Second Sub-Period, the amounts set aut in clause 10.4.

manth ta the dar.

&0

Natural Gas means & misture of hydrocarbons and varying quantities of nos-
hydrocarbons that exist either in the gaseous phase or in solution with Crude il in
natural underground Reservairs remaining after the extraction of liquid hydrocarbans
lincluding condensates) from wet gas.

Natursl Gas BOE masn: 6,000 standard cubie faat of Natursl Gas to ane Barrel of Crude

Non-Associated Gas means Matural Gas that is found in 2 Reservoir either (2] without
association with Crude 0, or (b} in association with guantities of Crude Dl that, without
o plan of disposition of the Natural Gas other than by flaring or reinjection, by itself
cannot be commerclally produced.

Notice of Dispute is defined in clause 42 2.

Notice of Early Termination of Gas Field Holding Period i defined in clause 14.14.

01l Field means an area within the Contract Area consisting of a single Reservoir or
multiple Reservairs all grouped on, or related to, the same individual geological

‘or both, and that {a) may become part of a

single Froduction Area for Crude il and [bj is not a Gas Field.

Operator means the entity desig d by the C ta clause 5 as the

“Operator”,

Driginal Contractor Entity is defined in clause 43.4.

Parties mean the

[«

and each i Entity, and Party any of the

Entities ar the The Gavernment or a Public Company in its

capacity a3 holder of all ar part of the Government Interest ks Party only in respect of
such Government interest

Permit means a licence, permit, consent, authorisation, or other permission of the

Petroleum Operations,

public in the Kurd Region in respect of

means, as appl {2} an Assignee that has received an

Assignment in campliance with clause 39, or, [b) in the case of the Government Interest,
an Assignee of the Govermnment Interest that received an Assignment thereaf in
compliance with clause 4.

© 2014 Kurdistan Regional Government, KRG
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Person means an individual or a corporation, limited labilty company, partnership

o

ar not haviag legal lity), joint venture, trust, unincorporated

organisation, association, government, agency or political subdivision thereof ar any
other entity.

Petrobeum means:

)
1k}
i«

any naturally occurring hydrocarbon in a gaseous or liquid siate;
any mixture of naturally accurring hydrocarbons in @ gaseous or liguid state; or

any of the foregoing that has been returned to a Reservoir,

© 2014 Kurdistan Regional Government, KRG

Petroleum Costs means all costs and expenditure incurred by the Contractar in respect
of Q that the C is entitled to recover under this Cantract,

Petroleum Field means a Gas Field or an Ol Field.

means all E; ion Operations, Gas Marketing Operatians,
Development Operations, Productian O and ']
and any ather activities o aperations related te any af such eperations authorised,
required, or contemplated by this Contract or Applicable Law.

Pipeline Costs is defined in clause 335,

Production Afea means an area within the Contract Area:

la} ERCaMmpaiiing the aredl closure of & Patrol bearing Reservolr
following Apprasal; and

k) which is and area” in an Appr
Developrment Plan.

Production Bonus |s delned In clause 32.2.

Production Costs means all the costs and expenditure incwrred by the Contractor
Entities in carrying out the Production O, ions in with an Appe Work
Pragram and Budget [subject to clause 2.6) which the Contractar is entitled to recover
a4 a Petraleum Cast.

Production Operations means operations and all activities refated thereto carried out by
the Contractor for Petrodewm production from a Production Area from the start of
Commercial Production, such as extraction, i i w storage
within the Praduction Area, lifting, and related aperations. No operations or sctivities af
the Contracter alter the Delivery Point are within the scope of the definition.

Production Rental is defined in clause 136

Production Work Program and Bud, a Work Program and Budget prepared for
Operations to clause 13.4.

Profit Gas is delined in clause 25.5.1,
Profit Oil is defined in dlause 25.8.1.

Profit Petroleam i defined in clauie 26.1.
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Public Company meani: (2] any entity created by the Kurdistan Region Oil and Gas Law,
the Kurdi and Production Company; [b) a legal entity
established by Kurdistan Region Law as @ separate legal entity, whether ar not fully
and @r nat nt sources of o undertake
commercial activities on behalf of the Gowvernment, which legal entity cannot be
! k uhider Kurdi Region Law; and (c] any separate and autonemous
ganised under Region Law which is contralled, directly of
Indirectly by & whally Geveram ent-cwned and controlied entity, by the Govermmaent,
the Parliament of the Kurdistan Region, or which i3 under the guidance of the
Government of the ParEament of the Kurdistan Region [whether or not in any such case
partially of fully funded by the or the f the Ki Regian|.
A department, division, or agency of the Government, whether or not aperating under a
separate name, is not a Public Company.

Quarter means a period of three consecutive Months starting an the first day of each of
January, April, july, and Dcrober.

Regional Tax Law means any Kurdistan Region Law in respect of Taxes.
Relevant Day is defined in clause 40.11(a)

Repsol is dafined in the preamble_

Repsol Letier of Representations is defined in the preamble.

Reservoir means a subsurface rock e and
lation af wed by a single nataral pressure

system.

Revenues s defined in clause 26.1.
Rights Sale is defined in clause 32.10.2.

R Factor i defined in clavse 26.1.

Royalty is defined in clawse 24.4.

Royalty Crude Ol is defined in clause 24.1.
Royalty Gas is defined in clause 242,
Royalty Petroleum i defined in clause 24.3.

Roysity Rate is dafined in clause 24.6,

Second Exploration Wedl is defined in ciause 10.4{b).

Second Sub-Period is defined in clause 6.4(b).
Second Sub-Period Guarantesd Amount i defined in clause 9.2,

Semester means a period of 6 consecutive Months starting fram the first day of each of
January and July.
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Subcontractor means any Persan providing services ar undertaking works relating to the
Petroleum Operations on behalf of, the Contractor, any Contractor Entity, or the
Operatar, whether directly ar indirectly at any contracting tier.

Sub-Period and Sub-Periods are defined in clsuse 6.4,

Tax ar Tanes means all current o future levies, duties, charges, is
impasts, withholdings, fees, taxes (incleding value added tas or other sales or

based tax, cor tax, income tax, capital gains tay, stamp duty, land
tax, registration tax, capital and wealth tax, profit tax, dividend tax or withholdings,
transfer tax, customs duties, branch or permanent tax ar wi
tak on incame fram movable capital and fised tax on transfers) or cantributions, in each
case ai imposed by Kurdistan Region Law.

Title Transfer Date is defined in clause 20.1.
USS and US Dollars means the legal currency [dallar) of the United States of America.
Vige Chairman s defined in clause B.9.1.

‘Well means a borehale, made by drilling in the course of Petroleum Operations.
Categories of Wells are defined:

[a} Exploration Well means a well other than an Appraisal Well drilled for the
af ching far Petraleum accum ulations on any
geolog (b it of st facies, ar
nature) to at keast & depth or stratigraphic level specified in the Wark Program.,

Appraisal Well means a well drilled for the purpose of delineating and
evaluating the extent, the pr | and

of recaverable reierves of o yina af feature
eatablished by an Explaration Well

Development Well means a well drilled, deepened, or com pleted after the date
of appraval of the P Plan int to ar
far the purp of p ng Petrol L ing
B g praduction or E al
including production Wells, Injection Wells, and dry Wells,

Injection Well means a well drilled within a Production Area which injects
Watural Gas or o fuid in order to emhance the recovery af Peiroleam by
pressure maintenance or by improving the quality of the Reservelr.

Work Program means any of the following: an Exploration Work Brogram, a Gas
Marketing Dperations Work Program, a Development Work Program, a

‘Waork Program, or any other program which details the Petroleum
Oparations to be conducted by the Contractor and the schedule lor periarming such
pragram.

ConsTRUCTION

© 2014 Kurdistan Regional Government, KRG

Unibess the context otherwise requires of is specifically atherwise stated:
fa} headings are to be ignored;
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“including” and similar waords do nat imply any limitations; and
singular includes plural and vice versa,

Reference to a “clause” is to a clause of this Contract, and reference Lo a “paragraph” is

toa

in the Ac

Reference to "grois negligence” and “grossly negligent” means with respect ta any
Persan, & marked and Magrant diparture from the dard of conduct of & Bl
and prudent person acting in the circumstances at the time of the purported
misconduct, or such wanton and & in effect

e gar

far harmful, and

Reference te “participating intarast” means, in respect of each Contractor Entity, 13
undivided share, expressed as a percentage. of its participation in the rights snd
ohiligations of the Cantractar under this Contract where such rights or obligations are
not joint with the other Contractor Entities.

Aeference to:

(a)

“significant™ means important emough, fram the perspective of a reasonable
person in the k) on, to merit and it a lesser
level of significance than does the term “material™; and

“material” means of such a nature that knowledge of the itern would affect a
Person's decision.

The Cantractar will be considered to have “knowledge” in respect of a matter pertaining
ta this Contract or ions if such k dge is held or cught reasonably
o be held by any C Entity, the any Sub of any itant,
or agent of any Contractor Entity, the Operator, or Subcontractor,

A

to i an statement, or undertaking, whether or not

in writing.

Reference to any cantract, agfeement, instrument, juideline of docu ment inchides any

and thareol.

References to a Law or any pravision of Law are references to that provision as

d or and include all laws and official requirements made

under ar detiving validity frem it or enacting such m odification.

In computing any periad of time, the day of the act, event or default irom which such
peried begins to run shall be included. All references to time are to the time in Erbil.
Unless specifically provided otherwise:

fa}

(b)

© 2014 Kurdistan Regional Government, KRG
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Business Day will not be & d d. unless ack ledged by the
reciplent, until the next following Government Business Day.
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The language which gowerns the interpretation of this Contract is the English language.

A

ara o b where B with in and
generally inthe [l industry. If there is ever any
confict between or among standards of performance for the Contractor, the most
stringent standard will apply. in no event will the Contractor be required to take an
nction that is prohibited under Applicable Law.

Ay Joint Operating Ags [ Entities, including as spproved by

the Government in accordance with clause 5, is anly binding as between such Contractar

Entities, is not relevant for the construction or interpretation of this Contract, and does

not establish any approved course af dealing a3 between the Gavernment and any
Entity or the Cor

Nothing in this Contract constitutes or imples any contractual relationship or other

relationship between [i) the Cantractor ar any Contractor Entity and [ii] the Gowernment

of irag. any region of irag {other than the Eerdistan Region), or any governorate or other
Btical or admin strative subdvision of kraq.

No Party shall construe any provision im this Contract as establishing that any Contractar
Entity is an employee, agent, ar ¢ ive of the or any public
authetity in the Region of in Irag.

This Contract does not establish, and no Party shall construe this Contract 1o have
established, a partnership, or other ferm of or fiduciary

between the Gavernment and any other Person, including any Government Interest
Hobder_

Any enumeration of a Party’s rights and remedies set forth in this Contract b net
Imtended to be exhaustive, A Party's exercise of any right or remedy under this Cantragt
does not preclude the esercise of any other right ar remedy. Each Party’s rights and
remedies are cumulative and are in addition to any other right ar remedy s=t forth in
this Contract, any other agreement between the relevant Parties, of which may now af
subsequently ealut at law of in equity, by law, o atherwise.

The Gowernment does mot confer any rights or assurances to any Party or Government
Interest Molder other than as expressly set forth in this Contract. There are no implied
rights, permissions, or assurances provided to any Contractor Entity or Gowernment
Interest Halder.

© 2014 Kurdistan Regional Government, KRG
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CLAUSE 2 - SCOPE

1 The Gowernment grants to the C the right to duct
Operations in the Contract Area on behalf of the Government far the term of this
Contract.

Natural resources other than Petroleum sre excluded frem the scope of this Contracy,
even if the Contractor discovers any such resources in the conduct of Petraleam
Operations.

Nothing in this Contract conveys any right, title, or interest to the Contractor or any
Contractor Entity in Petroloum before the Delivery Paint.

The C
Opetatians.

Each Contractar Entity shall at all times comply, and procure that each Subcontractar
complies, with the Kurdistan Region 0il and Gas Law and all other Applicable Law. No
pravision of this Contract will: [a] excuse the Contractor or a Contractor Entity or any

b fram with Applicable Law, o (b) ir any right ar privil
of the Gavernment under Applicabile Law.

Eg

Subject to clause 40 (Force Mojeure|, the C or shall: fa)
Operations anly in accordance with an Approved Work Program and Budget: and (b) not

or per of o) eacept in with

an Approved Work Program and Budget.

281 In cases of the L shall such efforts
and incur such additional expenditures as the Contractor considers necessary
to protect Ffe, the environment, or property.

a4l The Contracter shall pramptly report ds neurrence of such additional
expenditures to the Management Commities,

2812 Such additional expenditure will be Cost Recoverahble.

The Contractor is entithed ta incur expenditures not identified in an Approved
Budget, previded that: (a) the aggregate ameunt of such sxpenditures do not
exceed 10% of such Approved Budget in any Calendar Year; and (b) the
Contractar has promptly reported the incurrence of such excess expenditures
to the Management Committee.

dapi  Exceds expenditures meurred in complance with and withia the limits
set foath in clause 2.6.2 will be Cost Recoverable,

Any expenditure above the 10% will only be by
the Conmtractor with the of the
Committee.

© 2014 Kurdistan Regional Government, KRG
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Upan the C: '3 reguest, the shall provide ar procure the provislan
of all Permits for Petroleum Operations to be perfarmed in sccordance with an
approved Work Program and Budget, incuding thase relating to any extension and
renewal periods. If the Government determines that a Permit is required from the
Government of Irag and unless the atherwise . the t
whall be reaponsible for securing such Permit an behalf of the Contractor, provided that
the Contractor shall provide all necessary sssistance.

In performing Petrol , the Ci shall do 30 at all times in
with Best Ineiudin

fa}  wsing all techmical, human and
of th o

k) implermenting all apprepriate
tion of the m 0

shall Il P ors at its sole cost and risk.

L

The Cantractor shall provide all funding for the performance of ity obligations
hersunder,

i no Commercial Discovery is d, or if pr of is
insufficient to reimburse the Contractor, the Contractor will bear all losses
arising under or related to this Contract,

Each Contractor Entity shall only have the right lo receive and dispose of its
share of the Petroleum preduced and saved from the Contract Area 2z
reimbursement of costs incurred and camp for services

pursuant to this Contract.

Auumsany Rig s

© 2014 Kurdistan Regional Government, KRG

210  The Contractar is entitled ta:

fa} aceess and operate freely within the Cantract Area and wherever fssets and
Materials of a Contractor Entity or Subconiracior may be [ocated;

k) freely use access roads located within the Contract Area and putside the
Contratt Area for the construction, installation, maintenance, operation and
of pif and othet i i for the Petraleum Operations;

wie in Petroleam Operations sand, gravel, and water Belanging to the public
damain by price aeran gament with the rels and ol
the generally prevailing charge for such resources in the locality of use;

employ qualifis iate and sannel and retain Subcontractars far
the eonduct of Petraleum Operations in accordance with clauses 27 and 23

P o any [ el warking i the Eurdistan Region will require
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a Permit, not to be ly withheld or del and the Gavernment will
procure any Permits reguired from the Government of lragl

Import any goods, materials, equipment required lor the Petroleum Operations
in accordance with clauses 19, 22, and 30; and

wse land or property belonging to the Kurdistan Region outside of the Contract
Area an reasonable commercial terma to the extent made available, and the

willl assist the securing the use by the Contracter af any
private property in the Kurdistan Begion.

duct af a Sl of amy Entity (ot any tier) or of the

Operatar will be binding span, and comidered o constitute the conduct of the
Contractor.

CLAUSE 3 - CONTRACTOR; PARTICIPATING INTERESTS

Cosmacron
31 The

af the € joint and several obligations of the

Contractor Entities, except only where specifically provided otherwise.

PARTIFATING INTEREST OF REPSOL
32 As of the Effective Date, the Contractor has an 80% participating interest

CLAUSE 4 - GOVERMMENT INTEREST

The Government has a participating interest of 20% in Petroleurn Operations ard all
other rights, duties, and obligations of the Cantractor (except as provided in this clause
4}, carried by the G (the "G >

Mo holder of all or any part of the Government interest (2 “Government interest
Molder™) 1), in such capaity

(s
(1)

s a Contractar Entity; or

has any obligation or liability 1o the Contractar ar any Contractar Entity

5 any or liability to contribute any share of
Petroleum Casts and any other obligation or liability arising out of ar related ta
Petroleum Operations, all of which are carried by the Contractor.

Mo delault or failure to perferm of & Government Intersat Holder under this Cantract
miay be considered a breach of this Contract by the Contracter or any Contractor Entity
of invoked by the Government to terminate this Contract as to the Cantractor ar any
Contractar Entity.

Subject to clause 4.4, a Government Interest Halder is nat, if that i (13 only capacity
under this Contract, entitled to any notices under this Cantract from the Contractor ar

© 2014 Kurdistan Regional Government, KRG
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entitled to pravide any consents, except, in each case as specifically provided otherwise,
but a Gavernment Interest Molder hay rights under clause 42,

Any term of this Contract may be waived or amended without prior notice and consent
of a Government interest Holder, unless such waiver or amendment would change any
right or obligation of a Government intenest Holder.

LERY Any waiver of amendment which purports ba change any fight or abligation of a
Gavernment interest Holder s only eMactive with priar notice ta and the
consent of such Gavernment interest Holder.

The consent of a Contractor Entity is not required for the Government to waive
or amend this clawse 4, unless such waiver or amendmaent would materially
alfect & right or nterest of a Contractor Entity.

A Government interest Holder is not an indispensable party for any Dispute between the
Parties, unless 2 determination of such Dispute would change ar impair the rights of a
Government Interest Holder under this Contract.

The provisians of clause 39 do not apply with respect to any assignment by any halder of
a Government Interest of all or any part of its Government Interest.

An Asigres of o Goverament Intatest Holder will have, in reapect of the Governmant
Interest which has been Assigned, the same rights and obiigations as the Assignar af
such Governmant Interest priar to the Assignment.

The Government may at any time designate a Public Company a3 a Gavernment Interest
Holder without the consent of, or prior notice ta, any othes Party, A Public Company as
haider of the Gavernment interest will be individually liable (and not jointly and
severally able with the C ctor) for any the Gaver this
Contract.

LR RN The Government shall provide the Contractor with a natice natifying the
Contracior of such designation of a Public Com pany by the Gaverament, and
the Contracter shall be entitied to rely on such notice for all purposes under
this Contract.

& Public Company will ot be reguired to sign any formal assignment o
accession agreement except as required by the Government.

Only for the purposes of clause 37 of the Kurdistan Region Ol and Gas Law,
whenever and to the extent the Government Interest is held by a Public
Campany, the Gavernment Intesest will be deemed held by the Government.

Ava of any d d ewnership as set forth in clause 4.8.3, the
Gavernment:

fah incurs or ctly, ar i Ito
any other Party solely by virtue of such deemed holding; and

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18
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does not guarantee, and must not be considered to have implicitly
d, any obliga afa Public C ¥ a1 a Government
Interest Holder selely by virtue of such deemed holding,

Subject to clause 4.13, the Government may at any time Assign all or part of its

Government Interest to a Person that is not a Public Company without the consent of

any other Party.

an Such Asslg sign an equired by the
Gavernment.

The Gavernment will provide the Contractar with a notice of such assignment
by the G and the C shall be entitled to rely on such notice
for all purpeses under this Contract.

Subject to clause 4.12, a Public Campany (21 3 Government intere st Holder) may Assign
part or all of its Government Interest to another Public Company, to the Government, or
any other Person without the consent al, or prior natice to, the Contractor or any
Contractor Entity, but shall not make any such Assignment f all er any part of i
Government interest without the prier consent of the Government and in sccordance
with any assignment and novation ar ather agreements and conditions reguired and
approved by the Government.

agea  Any Assig Iy a Public © of all ar part of its Government Interest
ta another Public Company or sny other Persen without the prier consent of
the or in acco with the r of the t
will be void.

The Public Company shall promptly notify the Contractor of any ssignments of
the Government Interest held by such Public Company, and the Contractor will
be entitled 1o rely on such netice for all purposes under this Contract.

Subject to clause 4.12, a Government Interest Halder that is not the Government or 2
Public Company may Assign part of all of its Gavernment Interest to any other Perion
without the consent of, er priar notice te, the Contractar or any Cantractor Entity,

4111 Such Government interest Molder shall not make any Assignments without the
prior natice to and consent of the Government and only in accordance with any
assignment and novation or other agreem ents and conditions required by the
Gavernment.

Any Assignment by a Government Interest Holder without the prior consent of
the and in with the tz of the
will be void.

eguir

The Assignor snd the Assigres shall jaintly and promgtly notily the Contractor
of any Assig of the Interest to this clause 4,11,
and the Cantractar will be entitled to rely on such natice for all purpases under
this Contract.

© 2014 Kurdistan Regional Government, KRG
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No pravision of this Contract prahibits a Contractor Entity from at any time offering to
neguite of acquiring all or any part of the Gevernment (nterest from any Person that is a
Govermment interest Halder,

LRES]

I at any time a G et (i the G and a
Public Company) intends to offer ta Assign all or part of its Government.
Interest to any Person that is not a Public Company o the Gaverament, the
applicable holder ol the Government Intereit may natify the Contractor af the
avallability of the Government interest.

Mo Cantractor Entity has or may have any preemption or similar priority rights
in respect of the Government Interest, and a Government Interest Holder is
never required by this Contract te sell and assign to a Contractar Entity.

The Government reserves the right (but is not obligated to any Party with respect
thereto] either to cancel or terminate any Assignment of 2l or part of the Government
Interest to any Person, if the Gavernment at any time determines that such Assignment

‘wai contrary to Applicable Law o public palicy.

LRER)

Upan any exercise by the Government af its rights under this clause 4.13, the
Gavernment interest will autamatically revert to the Government.

The Government’s rights under this clause 4.13 are eaclusive to the
Gavernment, ane not subject to a claim from any Contractor Entity, and clauses
41 and 42 de not apply with respect to this clawse 4.13,

The Government expressly reserves all sovereign immunities in respect of any
Dispute arising out of or relating 1o the exercite of its rights under this clause
4.13, and any Dispute with respect to this clause & between the Government
and any Government |nterest Holder may be resolved in c
with Kurdistan Region Laws before a competent authority in the Kerdistan
Region located in Erbil.

CLAUSE § = OPERATOR; JOINT OPERATING AGREEMENT

OFERATOR

$1  The Contractar designates Repsal, and Repsol agrees to act, as Operatar an behalf and
in the interest of the Contractor under this Contract.

LERY

© 2014 Kurdistan Regional Government, KRG
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The Cantractor suthorises the e repr the C and to take
such actions as agent on behalf of Contractor and to exercise such rights,
privileges and powers and to comply with such obligations under this Contract
asare or imp; o Ci ‘by the terms of this Contract. In
suech capacity, the Operator will, subject to the terms and conditions of this
Cantract and 1o the extent agreed in the Joint Operating Agreement, have all of
the rights, pawers, of the Cantractor s set farth
in this Contract, including far the afall

Operations and other activities of Contractor as contemplated by this Contract.
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The Government may deal with, and rely on, the Operator for all purposes under this

acts and omissions of the
acts and omissions of the C

are the

P

512 The conduct of the Dperator will be binding upon, and cansidered to
i the conduct of the j

The Contractar shall st any time have the right ta appaint another Contractor Entity as
the Operator, upon giving the Government not less than 30 days’ prior written notice of
such appointment.

The Cantractar shall cause the Operator not to resign, and the Contracior shall not
remowe an Dperator uaiil sech time as s oy has been by the
Contractor and notice therefor has been given to the Government.

Upan any change of Operator pursuant to clause 5.3, the replaced Dpetator will be
telessed and discharged of all its rights and obligations s Op and the

Operator will be have all such rights,
and privileges.

limiting th t's rights under clause 45, i either of the following
oeears and on ot less thas 30 days’ prier notice fram the Gavernment, the Contractat
shall appoint a replacement Operator a woon o is reasonably practicable:
la} an Act of insolvency has occurred in respect of the Operatar unless, within such
I0-day notice period, the Ci has to the ion of the
Gavernment that the Act of insohrency does not spply and the Government
caneels ity notice; or

1k} the Contractor i not fulfiliing its obligations under this Contract as 3
‘of the aces or omi: of the b

If the Contractar, in accordance with clause 5.6, does not comply with the obligation ta
prapowe another Operator within 30 days lrom the date when the Government gave
notice to the Contractor, the Government will be entitled to exercise its rights under
clause 45 to terminate this Contract.

Jounwt OPERATING ASREEMENT

(1] & Contractor Entity shall not enter inte any Joint Operating Agreem ent, except if the
terms of such Joint Dperating Agreement:

fa} have been approved by the Government;

ib) are in full compliance with Apphicable Law as of the date of the approval by the
Govern ment;

il are ‘with the pr the Contract; and
id) otherwise comply with the requirements of clauses 5.9 through 5.11.

A Jpint Opetating Agreement must provide for the tesmination and release of any and
all B rights, trust arrang and all other types af elaims
oF rights impairing the y of the participating interest of a Contractor Entity

© 2014 Kurdistan Regional Government, KRG
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by the Government in the event af any termination af a Contractor Entity by the
Government purtuant to this Cantract.

4 Joint Operating Agreement must provide that a Contractor Entity party te such Joint
A nt make an Assiy -3

ia} which wauld result in the Assignee halding less than a 5% participating interest;

[14] which wauld result in the Assigner, if the Assigner is Assigning bess than 100%
of its interests, holding less than s 5% participating interest;

icl without the consent of the Government in accordance with this Contract; and

id) uniess the proposed Assignee has entered into an instrument satisfactary to
wach of the Contractor Entities snd the Gaverament 10 a8 to aisume and (o
perform the obligations of the Assigner,

The Contractor shall submit to the far
any Joint Dperating Agreement.

CLAUSE 6 - TERM

[ %] The term af this prises an Period and a Development Period, In
respect of a Discovery of a Gas Fleld, the term of this Cantract may also comprise a Gas
Field Holding Period a3 provided in clagse 14 (Mot rol Gas).

[ %] From the first day of the Exploration Period until expiry of the Exploration Period, the
Coniracior shall pay to the Government an annual surface reatal for the Contract Area
of US510.00 per square kilometre per Contract Year [“Exploration Rental™).

[E =1 The Exploration Rental is due and payable in arrears on or before each
anniversary of the Effective Date and an the last day of the Exploration Period
or termination of this Cantract [whichaver is earlier), and s subject te proration
in any Contract Year during which there has been a relinguishment ar expiry of
the Explaration Period, based on actual number of days in such Contract Year.

[E%] Exploration Rental will not be Cost Recoverable.

Exmonation Pimon
63 The Exploration Pericd i for 3 base term of five Cantract Years fram the Effective Date
[the “Base Exploration Term™}.

(A%} The Base Exploration Term is extendable on a yearly basis in accordance with
elauses 6.5 and 6.6 up to & mazimum term of 7 Contract Years (the Base
Term as so the Term™).

The Exploration Period is subject to further extension beyond the Extended
Exploration Term a8 provided in cliuses 6.6 and 6.7

© 2014 Kurdistan Regional Government, KRG
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The Exploration Period s subject to sarly termination as provided in this
Cantract,

The Exploration Period consists of twa sub-periods (each such sub-period, as it may be

extended, a “Sub-Peried”), each of which is extendable pursuant to clauses 6.5 and 6.6,

pravided the Exploration Period may not esceed the Extended Explaration Term except

o8 pravided in clouses 6.6 and 6.7:

{a} a first Sub-Period of three Cantract Years fram the Effective Date |“First Sub-
Periad"]; and

ibj a wecond Sub-Period of two Contract Years beginning from the first day of the
Secend Sub-Period |"Second Sub-Periad”).

Extenisons oF Sus-PEROES

&5 Subject to clauses 6.5.1, 6.5.2, 6.5.3, and 6.7, the Contractor will be entitied to
extensions, each of na more than one Contract Year, of the then current Sub-Period, i
the Contracter has notified the Government of a Discavery of Crude Oil or of & Gas Field
in such Sub-Pericd in accordance with classes 12.1 and 12.2 [Discavery Repart;

i ). but by i that work i before
deciding whether ta:
la} submit o propesed Appralsal Werk Program and Budget in respect of such
Discavery in accordance with clause 11.4 (Appraisal Wark Pragrom and
Budgetl; er

in respect of a Discovery of Crude O, declare such Discovery to be a
Commarcial Discavery.

The Base Exploration Term plus the with this
clause 6.5 may not ion Term.

To be entitled ta exercise it fght 1o an extension puisuant to this dause 6.5,
tha Contracter muest netily the Gewernment at keast 30 days belare the end of
the ap Period have been pursuant 1o this
elause 6.5) of its intention to exercise such right of extension, the proposed
duration of sach ion, and the ‘Work Plan and Budget for such
EbEnsion.

The Cantractor will not be entithed to an extension unless thers is an Approved
Work Program and Budget with respect to such extension.

Subject to clause 6.7, if ot the end of the d Term the C

withes to cond | Exp B the O will be entithed Lo

an extension of the Exploration Perlod of ome year beyond the Extanded Exploration

Term, provided:

ia} the Contractor has notified the Government, at keast 30 days prior to the end of
the applicable Sub-Period, of the Contractor’s exercise of such entitlernent and
propased Weork Program and Budget with respect thereta;

© 2014 Kurdistan Regional Government, KRG
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the Contractor’s propased Work Program and Budget for such extension is
sceeptabie to the Gavernment; and

the Contracter i not in breach of sey material ohiigation or duty under this
Cantract or Apglicable Law.

Subject to clause 6.7, upon the expiration of an extension snder this clause 6.6

and if the Contractor cansiders it has still not completed its evaluation of the

Contract Ares, the Contractor willbe entitled to & second gxtension of ane

Cantract Year; provided:

(F1] that the Contractor has notified the Gowermment thereof at least 30
days before the last day of the first extension; and

i) the Contracter’s propased Work Pragram snd Budgat i scoeptabls to
the t for such

The Contractor is mot entitied to any single extension under this cdlavse 6.6 of
more than amne Year, and the C is mot entitled to more than
two extensions pursuant to this cause 6.6,

The Contractar will not be entitied to any exstensions under clauses 6.5, 6.6, or 6.6.1:

ial unless the is sati ‘that the C has fulfilled its Approved
Work Progr i aple ] in respect of the
preceding Sub-Period or extension, as applicable; or

1k} i the Contracter is in material breach of any biigation or duty under this
Contract or Applicable Law.

. B

© 2014 Kurdistan Regional Government, KRG

The Exploration Pericd will expite at the end of the First Sub-Perlod (a3 it may be

extended pursuant to clauses 6.5 and 6.6), and this Contrazt will terminate, unless:

ia} the Contractor bas notified the Government at least 30 days before the expiry
of the First Sub-Periad of the Contractor’s intention to enter into the Second
Sub-Period; ar

(k) elause 6.5 is applicable.

The Exploration Period will expire at the end of the Second Sub-Period |as it may be
extended pursuant to clauses 6.5, 6.6, and 6.11.1).

The Cantractar may terminate this Contract at any time during the Eaplaration Pariad
[as it may be extended pursuant to clauses 6.5, 6.6, and 6.7) upon 30 days” prior natice
to the Gowermment.

The Exploration Pericd will expite an the earlier of the first day of the (a] Gas Field
Helding Period and |b) Develapment Pericd.

6114 Subject to clause 8.7, the Exploration Period will be automatically extended
during the af the t's of a Gas Field Holding
Period Application in accordance with clause 14 (Natural Gaz], if the
E Period would pire during such pericd.
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i the Government denies a Gas Field Holding Period Application, the
Exploration Period will not be shertened, extended, or otherwise affected
solely because of such denlal,

GuaRANTEED AMOUNT

If this Contract is during the Period, and if the Contractor has nat
npleted the Minim plaration relating to the then current Sub-
Period, ineluding additianal minimum work abligations in respect of any applicable
extensions of the applicable Sub-Period, then the Cantractor shall pay to the
the G {if any).

DIvIGPMENT PIRIDS

613 Subject to extension as provided in clawse 6.14, the Development Periad for:
fa} all Com mercial Discoveries of Crude Dl is 20 years from the date of the first

afa cial D v of Crude Ol by the Contractor pursuant
to clause 12 6{a); and

all Gas Fields is 20 years from the kast day of the Gas Field Holding Period.

Hthe C iders that v af Crade Ol is & Commercial
¥, the C will have the right to develop and praduce
such Commercial Discavery of Crude Oil pursuant to the terms of this Cantract.

W the Contracter agrees o Gas Export Plan or a Domestic Gas Plan with the
Gavernment and there is an Approved Development Plan with respect thereto

a1 pi in clause 14 | Gos), the will hawe the
right to develop and praduce the Gas Fields subject to such Approved
Devalopment Plan pursuant o the terms of this Contract.

6.14 i ial Pr fram a P Area | am Oil Field or & Gas Field) i
still possible at the end of the Period, the C r will be entitled to an
of the pi d in respect of such Production Area.

The tarm af any such sxteniion of the Devalopment Period will be § Years,

To be eligible for an extension under this clause & 14, the Contractor must
natify the afthe C s fon o exercise its right to an
extension at least 180 days before the end of the Development Period, and the
Contractor must ot be in material Breach of sny obligation under this Contract
or Applicable Law.

Temmmarion of Frosucnos Oreranions

615  Upon not less than 90 days’ prior netice te the Gavernment, the Cantractar may
terminate Production Operations for any Preduction Area.

6151 Upon such termination, the Production Area shall be considered relinguished
ta the Government.

This Contract will term inate on the date when the Contractor notifies the
Gavernment that Production Operations lor all Aress are o,

= L

will nat be ed, and the C has all Areas.

© 2014 Kurdistan Regional Government, KRG
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6.153  Termination of Prod| will not refieve a Contractor Entity of any
Eabilities or obkgations under a gas sales and purchase agreement with the
Gavernment jor any Public Company or other AMiliste of the Government, ar
otherwise, as designated by the Gavernment] in respect of any Gas Expart Plan
or D it Gas Plan, otherwise provi in the
agreements.

CLAUSE 7 = RELINQUISHMENT

© 2014 Kurdistan Regional Government, KRG

By mo later than the last day of the Base Exploration Term (withaut any extensbans), and

subject to clauses 7.7, 7.8, and 7.10, the Contractor shall relinguish 25% of the Contract

Area that is then not (a) the subject of Appraisal, (b) a Gas Field subject to a Gas Field

Molding Periad, or [c} a Production Area

04 At the end of the first to the Base Term (if amy) granted
pursuant 1o clavse 6.5 or clause 6.6, the Contractor shall relinguish 25% of the
remaining Cantract Area that is then nat: (a) the subject of Appraisal, [b) a Gas
Field subject to a Gas Field Holding Period, or (<) & Production Area.

The Cantractor shall give the Government nat kess than 30 days” prior notice of
the boundaries of the partien of the Contract Area te be relinguished.

A3 of the first day of the Development Period or a Gas Field Holding Period, whichever is
first to occwr, all of the remaining area of the Contract Area will be considered to be
relinguished that is then not (a) a Gas Field subject to the Gas Field Holding Periad, or
[b) & Production Area.

The € ab ¥ 23 provided in clause 12.3, and a Discovery
will be d a5 p inclause 1345

On not less than 30 days” prior natice to the Contractar by the Government, the
L shall relinguink & Area if, in respect of weh Production Area:

fa} for reasons other than Force Mojeare in accordance with clause 40 (Ferce
Majeure), the has P of such
Area for more than 180 conzecutive days; ar

# the Contracter haa failed to resume Petroleum Operations in such Production
Area within 80 days’ following the oceurrence of an event entitling the
Contractor to clsim Force Majeurs in accordance with clause 40 |Force
Majeure).

If the C has notified the G of it i to

in a Production Area in with clause 6.1% {Term ination of
Praduction Dperations), the Contracter shall relinguish the Preduction Area effective as
of the date of the expiration of the 90-day notice period with respect thereto as
provided in clause B.15.

Te the extent not vet forth in this clause 7, Gas Fialds will be considered relinguishad as
pravided in clayse 14 (Naturei Gos),
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.7

During the Exp Periad, tha may relinguish all ar any pai of the
Coniract Area on not kess than 90 days” prior notice to the Governmant of its intention
to relinguish and the boundaries of the portion of the Contract Area to be relinguished.
1¥i  The Government shall credit any voluntary relinguishments during the:

2} First Sub-Period against the Cantractor's mandatery relinguishments

obiligations under clause 7.1;
ib) the first extension of the First Sub-P the ©
v y under clagse 711

During the Devel Periad, the may a Praduction Area for
Crude OF a3 provided in clause 6,15 [Termination of Preduction Operations).

During a Gas Field Holding Period, the Contractor may relinguish the Gas Field on not
less than 90 days' priof notice to The ishm ent will be effective
as of the last day of such 90-day notice period.

© 2014 Kurdistan Regional Government, KRG

710

For the application of clause 7.1:

fa} except as provided in elause 7.11, the Contracter is entitled to determine the
area, shape, and location af the Contract Area to be kept; and

k) the Contracter i entitled to retain for 24 months that part of the Contract Area
which cantains a Discovery and which, in the cpinion of Contractar, may,

tagether with any other Discowery within the Contract Area, constitute a
Commercial Discavery of Crude 0.

Far the application of clauses 7.1, 7.7, and 7.8, the relinguished portions of the Contract
Area must be contigucis and be of a shape and size of which will readily permit
delineation.

Prior to relinquishment of any area, the Contractor shall, in accordance with Best

Practices, Applicable Law, and the EHS Standards:

ia} i all lean-up ta ch area as nearty as
possibiie to the condition in which it existed on the Effective Date, including
remaval of such Assats and Materials, Tacllities, or inatallation as the
Gavernment may reasonably instruct;

safely cap all Wells and, unless otherwise instructed by the Government, and
contingent upen safety and additional cost considerations, ensure that any
Well cagable of i beft o a that it may be re-
entered for further testing or completion; and

take all actions to prevent hazards to the natural environment, human life, or
praperty.
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This Cantract will terminate:
(a} upan the vl ef
the entire Contract Area; and

[1:1] with respect to all areas diately upan i .
and the Contractar shall have na further rights with respect o such areas.

Mo relinquishment by the Contractor will relieve the Contractor fram any labilities
arising fram or related to the refinquished Cantract Ares or of any continuing
obligations of the Contractar under this Cantract. A refinguishm ent that constitu tes
a termination of this Contract will be governed by clause 45.14.

il the Contractor relinguishes the entire Contract Area during the Exploration Period
without g fulfilled its Mini ion Ob with respect to the
then current Sub-Periad, the C shall promptly pay ta the G the
applicable Guaranteed Amount | any).

Upen any relinguishment of any Gas Field when the Contractar retaing rights under

this Contract ta oy ar o] the

Government and any contractors of the G rep and
tars will have the ab ight ta move freely within the Contract Area,

previded ne such Person causes any wnreasonable mterference n cngoing
B Braducilen of the G

Estansnming

© 2014 Kurdistan Regional Government, KRG

21

‘Within 30 days following the Eff=ctive Date, the C shall:
(a} establish C for the af rdetly
direction af all matters pertaining to the Petraleum Operations and Wark
Pragrams; and
by notice to the other, each its bers af the
Management Committee and their alternates.

C intee shall two bers designated by the
and 'l by tha C
A Gavernment interest Holder [solely in respect of such capacity) s not entitled
ta on the C

Upan 10 days’ prior notice ta the ather, each of the and the C:
may replace any of its ol the 1=

LR Decisions of the Management Committee are to be made at the meetings.
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[ X} The Management Cammittes shall review, deliberate, decide, approve, and give advice,
and to the Parties regarding the following subject

matters:
fal  WerkPrograms and Budgets;
ib) the Contractor’s activity reparts;
production levels proposed by the Contractor;

Accounts of Petroleum Casts;

procurement g for 1 Sut

Devalopment Man and ludget for sach Production Area;
amy matter having a material adverse affect on Petroleum Operations; and

any other subject matter that the Contractor and the Government are willing ta
consider.

Riguran MEgTines; Visue

85 Unless otherwise agresd by the Management Committes, all meetings of the
Management Committes will take place in the Kurdistan Region, altérnately at the
offices of the Government and thase of the Cantractor, at beast (a] twice each Contract
Year priot to the date of the first Commercial Discovery and [B) three times sach
Contract Year thereafier.

56 Either the Government or the Contractor may call an extracedinary meeting of the
Management Committes to discuss important issues or developments related to
Petrolesm Operations where:

(a} the meeting of the Management Committee will have a quorum in accardance
with clauses B.11 through 8.13, but not all members of the Management
Committee are present, subject to reasonable notice |in any event not less than
10 days); er
all bers of the ‘willl be present at the meeting,
without notice_

The Party calling an extraordinary meeting shall specify the matters to be
dincussed at the maeting,

Action 87 MEMBERS WITHOUT MEETING

87  Any action required or permitted to be taken at a2 meeting of the Management
Committee may be taken without 0 meeting if the action is evidenced by the written
consent ef the members spproving such sction and delivered to the Contracter.

Acemos; MinuTes

88  The Contractor shall (a) prepare the for of the M|
Committes in accordance with instructions of the Chairman and (b] pravide such

© 2014 Kurdistan Regional Government, KRG
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ta the and the at least 15 days before the date of the
meeting.
[T°RY Each agenda must include any subject matier proposed by sither the
Gavernment or the Contractor.

The Cantractor shall be responsible for preparing and keeping minutes of the
decisions made at the meetings.

The Cantractor shall send a copy of such minutes to the Government and the
members for review and ag The the C shall

review and approve or disapprove such minutes within 10 days after receipt of
the draft minutes.

Unless gither the Government or the Cantractor notifies the other of its.
disapproval of the minutes within sach 10-day period, the minutes will be

idered appr by the & the Con at the end of such
10-day period.

The of the C shall be one of the members designated

by the Government {the “Chairman™).

LN The wice-ch of the M, [« aball be one of the members
1 by the © (the “Vica-C )

[T In the absence of the Chairman or his alternate, the Vice-Chairman shall sct as
the Chairman.

Each of the Contractor and the Government may iend advisers and experts to meetings
of the Maragemeni Commitiee,

8181 Unless the Govermnment agrees otherwise, the costs of the Contractor’s advisors
pErtS i din af the ent O will
not be Cout Recoverakile.

The Management Committee cannat validly deliberate, unless each of the Government
and the Contractor is represented by at least one of its members or its alternate.

I at least one member o its alternate representing each of the Gavernment and the
Contractor is not present, the Management Comm ttee must be adjourned.

1 is adj to clause 8.12, the Party present at the adjourned
meeting shall then notify the ather Party of a new date, time, and lacation for the nekt
meeling.

Each of the and the © ‘will have one vote in the Management
Committee. The two paci by the and the twe b
appointed by the Contracior, are required te vote as & single block. A voie cannot be
fractionalised.

© 2014 Kurdistan Regional Government, KRG
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An abstaining vote will b idered as a vote in suppart of the veting member.

Unanimous appraval of the Manag € s regq far all maiters, except
a3 set forth in clauses 8.18 and B, 18,

1§ t © cannot reach on a matter, the
I € i d time within 14 days to attempt to reach a
unsnEmsus declsion.

Except as provided in clause 8.19, if the is unabl ha
unanimous a.rnmemauzn:md miseting, the vote of the Gowernment shall be
considered the tie-breaking wote.

The € the ti wote during the Explaration Period in respect
of af the Wark Program and Budget.

The Management Cammittes miy fequest the ereation of a technical sub-committes of
any other sub-committes to sssist it.

shall be afa le number of experts
and the s

After snch meeting, the technical wub- ittee ar any ather sub-commitiee
shall deliver a written repart to the Management Committee,

Any costs incurred by the Contractor for meestings of the Management
Committee and in respect of technical sub-committees or any other sub-
‘will be Cost R

CLAUSE 9 - GUARANTEES

Farst Sun-Pomon Osuaanons

2.1 Cancurrently with the signing of this Contract, the Cantractor shall cause te be deliverad
to the Government a joint and several payment guarantee of Repsal YPF, S.A., the
ultimate parent company of the Contractor.

L REY Suth guarantes must be (a] in farm and content scceptable to the Gevernment
and (b} in respect of the Contractor’s abligation to pay the Capacity Bullding
Payment and the L s L t to classe 10.5.3
[such obligations of the Cantractor, the “First Sub-Period Guaranteed
Amounts”| in respect of the First Sub-Period.

52 Not later than 60 days after the first day of the Second Sub-Period, the Conmtractor shall
provide the Government, unless the Government waives this clause 9.2 pursuant to
notice received by each Contractor Entity within 30 days following start of the Secand
Sub-Period, with a joint and several g of the parant of sach
Contractor Entity, in form and content as set forth in Exhibit € and otherwise scceptable
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to the Government, with respect to the C r's

clause 10.5.4 (such of the C the “§

Amount”).

LRSS H a Contractor Entity does not have an ultimate parent com pany, the
Gavernment the Contractor Entity shall cause a controlling beneficial
sharehalder or other Person with sufficient credit guality in the opinion of the
Gavernment and otherwise acceptable 1o the Government to be a party ta
such Guarsniee.

H the Government does not receive such guarantee within 30 days follawing
start of the Second Sub-Period as provided in this clause 9.2, the Government
may notify the Contractor to suspend all operations in the Contract Area until
the requirements of this clause 9.2 have been satisfied,

Each C t Entity shall such or other form of credit as are
required in respect of any gas 1ales and purchate agreement entered into among the
Parties for the sale of Natural Gas to the Government or any other Persan,

In the event of an Assignment by a Contractor Entity to a third party in accordance with
clause 38, an ultimate parent company of tech Asaignes scceplable ta the Governmaent
must accede Lo the Buaranice, as of the date of the
Assignment, a3 a condition precedent to the appraval of the Assignment by the
Government.

CLAUSE 10 - MivmUM EXPLORATION WORK OBLIGATIONS.

O MENCEMENT

il The Contractor shall start Exploraiion Operations within 30 days of the Management
Committes’s approval of the Explaration Work Program snd Budge! in sccordance with
clause 8.

Mt o W oRK OBUBATIONS
0.2 The Contractor shall perform gealogical. geophysical and drilling works as provided

under clasves 10.3 (Firse Sab-Period| and 10.4 {Second Sub-Period) [such works, the
Exploration Obliga 1

Fins? SuB-PERIGD
103 Subject to clause 10.5 [Qealiffcations), during the First Sub-Period the Contractor shall:

fa} earry out geological and g studies M

[51] the ian of 2

121 the perfarmance of a remote sensing study; and

13) a field wisit to verily initial gealogical and geophysical work and remote
sensing results and plan for two ic and
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riorm field work
and sampling:

sequire, precess and pret 150 fine of two seismie
data, or a three dimensional seismic data program by agreement between the
Parties, committing for this purpose a minimum fnancial amount consistent
with Bast Practices and commensurate with market conditions in the Kurdistan
Region for seivmic wervices; and

drill cne Exploration Well [the “First Exploration Well®), including testing and
coring as appropriate, and commit for this purpose a minimum financial

amount of US515,000,000.

Secone Sus-Prion
ma I theC has notified the G that the C will enter into the
Second Sub-Period in accordance with clanse 6.9 | oo af Period],
then, subject ta clause 105 [Qualifications), during the Second Sub-Period the
Contractor shall:

lal acquire, process and interpret further seismic data (being o ither twe
or three if the C that the results
fram the First Exploration Well justify the scquisition of further seismic data;
and

drill are Exploration Well (the “Second Expl Wall®}, teating
and coring a3 appropriate, and commit for this purpose & minimam financial
amount of USS15,000,000, unless the Data fram the First Explaration Well

demonstrates that there is no reasonable technical case for drilling the Secand
Exph Wellin the C Area.

CUALHEATIONS
5  inrespect of the Minimum Exploration Obligations under clsuses 10.3 and 10.4, this
clause 10.5 applies.

1084  The Cantractor shall satisfy the Minimum Expleration Obligations fer a Sub-
Period, sven il satisfaction will require the Contracter to spend mane than the
Minimum Financial Commitment for such Sub-Period.

Hthe C bas fied it i san Dbl for a Sub-
Period without having spent the total Mini Fin ic far such
Sub-Period, the Contractor will Be consldered ta have satlslled its Minimum
Exploration Obligations for such Sub-Period.

If this Contract is terminated during the First Sub-Period, and if the Contractar
has expended less than US515,000,000 as required by clause 10.3(d), and if
elaune 10.5.2 or clause 10.5.6 i not applicable, then the Contractor shall pay
the Government an amaunt egual to the difference between (x] USS15,000,000
and {y) the amount iy in with the Work
Plan and Budget in respect of the Minimum Work Obligations for the First Sub-
Period. The Contractar shall make such payment an the Termination Date, and
the Contracted’s obligation to make such payment will survive termination of
this Cantract.

© 2014 Kurdistan Regional Government, KRG
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H this Contract is terminated during the Second Sub-Period, and if the
Contractor has expended less than US515,000,000 a3 required by clause
10.4(b), and if clavse 10.5.2, clause 10.5.6, or 10.5.8 Is not applicabie, then the
Can shall pay the G an amount &g the difference
betwean (k] US515,000,000 and (v} the ameunt actually expended in
sceordance with the Approved Work Plan and Budget in respect of the
Minimum Werk Obligations far the Secand Sub-Periad. The Cantractor shall
make such pay the Ter Date, and the Cantractor's obligation
ta make such payment will survive termination of this Contract.

The Cantractor shall drill each Exploration Well to the depth et forth in the

Approved Exploration Wark Program, unless:

b fermation is enceuntered at a lesser depth than originally anticipated;

(1] basement is encountered at a lesser depth than originally anticipated;

(5] in the C s le opinion, i drilling of the
Exploration Well is too hazardaus because of sbnormal or unforesern
conditions;

it is impractical to continue drilling with the Contractor’s Assets,
insur ical have been

Petroleum formations have been encountered, penetration of which
will require laying caning aia which the
Exploration Well canmot be drilied to the depth required by the
Approved Exploration Werk Program;

in the Government and the Contractor agree to terminate the drilling
operation; or

(1] the Government canfirms that the drilling obligation has been fulfilled,

i the Contractar stops drilling for any of the reasons set farth in clause 10,5 5:

fa) the Exploration Well will be dered to have been drilled to the
depth requited by the Apgroved Esplaration Wark Pragram; and

7] the Obligations in of the
be to have heen

Any gealogical or geophysical work carried out ar any seismic data acquired,
pracesied of mterpreted of any Exgloration Well drilled or any ather watk
performed in excess of the Minimum Exploration Obligations and any amaunts
spent in excess of the total Mi Financial T nt in any given Sub-
Period, shall be carried farward to the next Sub-Period or any extension period
and shall be taken into accaunt to satisfy the Expls Figati
and the total Minimum Financial Commitment for such subsequent Sub-Periad
or extension period.

The Minimum Exploration Obligations performed in the First Sub-Period will
satisfy the same for the Secand Sub-Period:

22
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to the extent, in the b-Period, the C has perf d
the Minim Obiligati for the Second Sub-
Period; and

if the Contractor has notified the that the C will
enter into the Second Sub-Periad in accordance with clause 6.8,

CLAUSE 11 = EXPLORATION WORK PROGRAMS

Within 90 days following the Effective Date, the Contractor shall prepare and submit ta
the Managemant Committes & propesed work program and Budget In respect of
Exploration Operations (the “Exploration Work Program and Budget”| for the
remainder of the Calendar Year.

Thereafter, no later than 1 October in each Calendar Year, the Contractor shall submit a
prapoved Exploration Werk Program and Budget to the Management Committes far the
Tollowing Calendar Year.

The any Exp o #ons unless there i an
Approved Exploration Work Program and Budget.

Each Exploratian Work Pragram and Budget shall include details of, but not be limited
to. the following:

fa} work 1o be undertaken;
ibj materialy, goods and equipment 1o be acquired;

4] cost of services to ices by third parties
di ofa Entity); and

i) estimated expenditures, broken down by cost centre in accordance with the
Accounting Procedure,

M [

The Management Committee shall meet within 60 days following its receipt of
< 'y d Expl Work Program and Budget, and either approve,
appreve with conditions, o reject the proposed Exploration Wark Program sed Budger.

Within such §0-day period, the Government may notify the Cantractor of any

moc to the Exp! ‘Work Program and Budget requested by the
and the Cs n natify the Government af the

Contracior's comments (o the Gevernment's requests.

1161 W there is a deadiock in respect of the val of a
Program and Budget, then clavse 819 will apply.
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CLAUSE 12 = DISCOVERY; APPRAISAL; DEVELOPMENT

Dacoveny Reront; Rissguasmint

121 The Contractar shall notify the Gavernment of a Discovery within 48 haurs of
tompleting tests confirming the presumed existence of the Discovery.

Within 30 days following netification of the Discovery 1o the Gavernment purtuant to
clsuse 12.1, the Contractor shall deliver 8 comprehensive repart (the “Discovery
Report”) to the Management Committee and the Government. The Discovery Repart
must detail all technical Data then o the C with:

1] the Contractad's opinian an the of the and

4] [} & ta whather the C (4} intends ta conduct Appraiial
Operations with respect 1o such Discavery, (2) will request an extension
pursuant to clause &, or (3) both of the foregoing.

The Cantractor shall promptly provide such other infarmatian relating to the
Discavery as the Gavernment reasonably requests.

I the Contractar notifies the Government in the Discovery Report that the Contractor
does not intend to conduct Appraisal Operations, the Contractar shall send a notice of

i ta the & t within nat mare than 30 days following the date of
the Distovery Report,

1281 In such notice of relinquishment, the Contractor must provide 30 days’ notice
ta the aof the of an area containing, at a minimum,
the gealogical structure or feature in which the Discovery was made.

Such relinquishment will be effective as of the last day of such 30-day notice
period and will be credited to the Contractor's mandatory relinguishment
obligations under clause 7.1

I the Contractor Fails ta deliver i a3 pravided in this
clause 12.3, an area g, at i the ar
feature In which the Discovery was made will be considered relinguished as of

the 30" day following the date of the Discowery Repart.

AFFRASAL WoRK PEOSRAM AND Bubaey

124 |l the Contractar has stated an intention n the Di ¥ Repert to conduct A
Operations, within 60 days following the date of the Report the C
shall submit to both the Management Committee and the Government the Contractor's
praposed Werk Program for Appraisal of the Discovery [the “Appraisal Work Program ™)
and proposed Dudget with respect to such propased Appraisal Wark Program.
irad  The Cantractor shall include in such d Work

prop

of"
i) the area ta be Appraised [the “Appraisal Area®), the surface of which
may not exceed twice the surface of the geolagical structure or
praspect to be appraised; and
the date the Contractor will start Appraisal Operations and the date
thie € w#xpects ta compl o
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The Management Committee and the Government must complete their
respective review of the propesed Appraisal Work Program and Budget within
30 days of its receipt by th Ci ittee and the

ifthe G q any ion to the d mal Wark
Program and Budget, the Management Committee shall meet to discuss the
propased Appraisal Work Program and Budget and the required modifications
thareto within 60 days fram its receipt of the Geveramant's required

modifications.

if the Management Committes does not receive 2 proposed Work Program and
Budget for Appraisal Dperations within 60 days after the date of the Discavery
Repart, ai any time therealier the Government may send a notice to the
Contractor setting forth that the y will be das d as
of the dave set forth in such notice {which may not be less than 30 days), unless
the C ived a prog Wark Program and
Budget for Appraisal Operations.

H the Management Comm litee has net received such praposed Work Program
Budget for within the forth in the notice fram
the Government to the Contractor 23 set forth in clause 12.4.4, the Dizcavery

will be considered relinguished a3 of the last day of the notice period (subject
o clause 40 |Force Majeure]].

Arrnnsal REFORT ano DECLARATIONS

125  The Contractar shall submit an Appraisal Report to the Management Committee within
&0 days Following completion of the Approved Appraisal Weork Program.

Tegether with (14 Apprakal Report, in respect of sach Discovery the Contracter shall
submit a declaration to the Man C that the Contractar has

ane of the

ial
i)

5]

the yisal y of Crude Oil;

the Discovery is not 8 Commercial Discovery of Crude Ol or o Discovery ol a
Gas Field;

the Distovery is a Discovery of Crude il that may become a Commercial
Discavery af Cr , subject to ad 1 Exp or Appraisal within or
outside of the Appraisal Area;

the Discavery is a Gas Field and stating that the Contractar either intends to (1)
submit a Gas Field Holding Peried Application in accordance with clause 14 8
(Gas Fisld Holding Period ian], ar {2] the C: i ishing the
Gas Field.

W, with respect to & I the C pursusnt to chsuse 12,6

is that:

(a}
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the Discovery is a Discovery of a Gas Field, and the Contractor intends to
submit & Gas Field Maolding Period Application in sccordance with clause 14
iNatural Gasl, then clause 14 will apply.

I, with respect to a Di ¥ the of the pursuant to clause 12.6
is that the Discovery is a Commercial Discovery of Crude 0 or that the Discowvery may
become a Commercial Discovery of Crude O subject to additional Explaration ar
Appraisal within or cutside of the Appraisal Area, then the Governmant shall examine
the Appraisal Report and any studies, conchusions, and ather Data that it may cbtain
within & reasonable period of time, taking into th by the
Contractor in accordance with tlause 12.6.

iraa  The Management Committes and the Government may each oblan epinions,
reports and studies, including a feasibility study, from indapendent third
parties,

M. in the view of each of the t G and the . the
results of the Appraisal Report. studies ar ind dent thitd party

eanfirm that the Discavery is & Commercial Discovery of Crude O, then, unleis
the Contractor has terminated the Contract or esercised its rights to
relinquishment, the Management Committee shall either:

[F1] in the case of a C v. declare a C ]
of Crude Ol and Instruct the Contractar 1o submit & proposed
Plan in with clavse 12.9; or

subject to clause 34 (Unitisation), in the case of Discovery that may

become a Commercial Discovery subject to additional Exploration or
within or o the i il Area, instrict the

Coniractor o submit its proposed Appraisal Work Program and Budget
1o the Management Committee within 30 days.

DEvELBFMENT Pran — Caube OiL

© 2014 Kurdistan Regional Government, KRG

If the i has declared a Commercial Discovery of Crude Dil
pursuant to clause 12.8, the Contracter vhall submit & prepesed Development Plan for
Cr to the Manag [ inee and the G within 180 days
following the date of the Appraisal Report submitted purssant to clause 125,

The shall o its review of the Contractor’s proposed

Development Plan within 80 days alter receipt of such plan by the Government.

1ran1  The Development Period for each C ¥ within nt
Plan will be extended far the number of days in excess of such 60-day period
that it takes for the G. o the Plan.

PP

ta the D B Plan, and if the
= natifies the af amy obj or has ather with any
such then and the Contractor shall meet a3
so0n a3 ical to ta reach agr ana Plan.

1ra1a  The Cantractor and the Government shall end. o have such ing in
all avents within 60 days of receipt by the C of the G
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written notification of r ied by all the
documents justifying such reguest.

i the C. and the are able to agree on thanges proposed
by the Gowernment or any other modifications, and there are no further
requested changes on the part of the Government, the Contractor shall
formally submit the agreed Development Plan 1o the Manogement Committee,
and the M [ ittee shall promptly the

Plan.

1f the Contractar does not deliver a Development Flan in sccordance with clagse 128,
the Gowvernment may send the Contractor a warning notice that the Cantractor i in
breach of clause 12.9 and that fallure 1o comply within 30 days frem the date of such
notice can result in ol an ining, at a min| the
structure or feature in which the Discovery was made.

12121 Wthe Contractor does not deliver a Development Plan in accordance with
elause 12.12, the Gavernment may send the Contractor a notice that the
Contracior is in breach of clause 12.9 and that failure to comply within 15 days
from the date of such natice will result in of an area B
at a minimum, the geological structure or feature in which the Discovery was
made.

I the Contracter does nat deliver & Development Plan in accordance with
clause 12.12.1, an area containing. at a minimum, the geological siructure or
Feature in which the Discovery was made will be considered relinguished as of

the 15" day following the date of the notice sent in accordance with clause
12.12.1.

CLAUSE 13 - DEVELOPMENT WORK PROGRAM

The Contractar shall perform Devalop Operations in
Development Plan approved by the and the
an Approved Development Wark Program and Budget.
1831 This elavse 13 applies to Gas Fields and il Fields.

DivioPMENT WoRs PROGRAM ARD Bussir
132 Within 30 days following approval of 2 Plan by the
[ and th the Contractar shall prepare and submit to the
d ta the C a ‘Wark Program and Budget

for B t Ithe Work Program and Budget”) 12 be

carried sut in the Area for the d of the D

Operations.

1831 Mo later than 1 Dctober in each following Calendar Year, the Contractor shall
submit ta the Management Committee updates in respect of its Development
Werk Program and Budget,
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1332  Each Development Wark Program and Budget shall include details of the
fallowing:

=) works o be carried owt;

b} Assets and Materials to be acquired;
e

service praviders and services to be provided by third parties and
Affiliates of a Contractar Entity;

(L] in the case of no preduction, the estimated start date for production;
and

i) expected Petroleum Costs.

Il the Government considers that modifications must be made to the Development
Werk Program and Budget:

fa} the Contractor shall com its com any such r
modifications to the Government as prom ptly as reasonable; and

ib) the Management Commitiee shall meet to discuss the Development Wark
Program and Budget and the Government's proposed mod|flcations thereto
within 60 days frem its receipt of the proposed Development Work Pragram
and Budget.

Proouction Wone Peogram ano Buoorr

134 Nolater than i October of the Calendar Year preceding the estimated stan date for
praduction as set forthin an Approved nt Plan, and molater than 1
October in each Calendar Year, the Contractor shall prepare and submit ta the
! [ proposed Work Program for Production Operations (the
“Production Work Program and Budget”) lor the following Calendar Year.

1341 Toenable the gement O and the nt to

Petroleum Costs, the Cantractor shall include details of the fallowing in the
prapased Production Werk Program and i ssociated Budget:

la) works 1o be carried out;

(-1} Assets and Materials to be acguired;

(5] type of services to be provided, i third parties
and of G

(L] all enpected Petroleum Costs,

f any madification to a proposed Production Work Program and Budget or Approved
Froduction Work Program and Budget i requested by the Government, the
Management Committes shall meet to discuss the Production Work Program and
Budget and proposed modifications therets, The Cantractor shall communicate its
any sueh d modifications to the Gowernment prior to such

meeting.

108 From the first day of First Praduction fram any P Area (whather in respect af
an Ol Field or a Gas Field) in the Contract Area, the Contractor shall pay to the
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Government, in arrears, an annual surface rental ("Production Rental”] for the Contract
Area, of US5100.00 per square kilametre per Contract Year. The Contractor shall pay the
Praduction Rental on the first day of the first Manth foilowing First Production and
continuing thereafter om each anniversary thereof. Production Rental payments will not
be Cost Recaverable.

CLAUSE 14 ~ NATURAL GAS

© 2014 Kurdistan Regional Government, KRG

A used in this Contrat:

“Appr Gas g Werk Program and Budget” it & Work Program lor
Domestic Gas Marketing Operations and associated Budget that has been approved by
the nt £ and th

“Approved Gas Field Appraisal Work Plan and Budget” means an Approved Work Plan
and Budget for the Appraissl of o Gas Field.

Gas M means Gas Marketing O perations solely in
respect of the Domestic Market for Natural Gas, in all events carried out pursuant to and
in with an Appr D ic Gas ing Work Program and Budget.

“Demeitic Gas Plan” means a plan for the sale or other dispasition of Nataral Gas ta the
Domestic Market,

“Domestic Market”™ means sales or other gas projects within the Region where the
entirety of the Natural Gas is intended for consum pion within Irag.

“Export Gas Marketing Operatlons” mesns sll Gos Marketing Operations in respect of
an Export Market for Natural Gas.

“Export Market” means sales of Natural Gas, including for transportation outside of the
borders of irag, whether the deliveries or paint of sale acour inside or outside the
barders of Iraq where the ultimate destination of the volumes sold s putside of lrag, A
sale to the Gavernment [whether directly or indirectly through a Public Company ar
other Affiliate of the 1 by the ing the
foregoing criteria will be within this definition.

B

“Gas Export Plan” means a plan for the sale or ather disposition of Natural Gas to an
Export Market, including » sale ol Natural Gas to the a Public C: or
otherwite, in accordance with a gas cales and purchase agreement with the Cantractor
Entities, as proposed by the Government.

“Gad Markating Operations” means any activity relating te the evaluation of markels or
prajects for the potential delivery, sale, E. and 1ol
Natural Gas, including evaluations of potential markets and projects, the quantities of
Natural Gas that ¢ould be sold, delivery specifications and require ments, production
tosts, transpartation arrangemenis, and all other activities generally relevant to the
Identification of a sale or other disposition of Gas from the Contract Area, and includes
such sctivities as they may relate to Gas frem other Natural Gas producers in the Reglan,
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“Gas Marketing Operations” daes not include the actual entry into any contract or
for the wale, 8 commitm or other di i of Gas
fram the Contract Area.

This clause 14 fa) Gas | Gai] from the Contract Area and
(b} all Gas Fields.

" y and ¥ and subject to clsuse 14,6, the Contractor may
freely use Gas that is produced from the Contract Area for Petroleum Operations in
accordance with an Approved Work Plan and Budget.

i ¥ and justified, the C shall, in priority, wse Associated
Gas fram an Ol Field im an Qil Field far the purpase of enhancing recavery of Crude DIl in
accordance with Best Practices.

The Contracter Entities sach acknowledge that it is in their interest to sell, dedicate,
desy commit, of stherwise dspote of their respective entitiements to Gas
produced fram the Contract Area on a jointly dedicated basis together with the
Government,

1881 i the lifting ofaC Entity under this
Contract, a Contractor Entity shall not [and is not asthatised to] sell, dedicate,
g cammit, or oth dispose or ship ity entithement to Gas, except
on 4 jaintly basis tagether with the

AL Entity shall s not in ta sell, d
desigrate, commit, or or otherwite dispose of of ship the Government's or
Gavernment interest Holder's entitlernent to Gas.

Neither the Government, nor a Government Interest Holder has any right to
sell, dedicate, designate, commit, or ar atherwise dispose of or ship a

i Enttity"s to Gas, except, in the case of Associated Gas, a5
pravided in clavie 14.37.

The Government cantrals and determines the interests of sach Government
Interest Holder in respect of the sabe, dedi ar
other di: al tof Gas. AG at Interest Holder shall not
eommit, & oth dispose of ship its entith ta Gas [and no
Gavernmant interest Holder iz ssthariaed to sell, ki eammit,
or otherwise dispose of or ship its entitlement to Gas), except on a jointly-
dedicated basis together with the Gowernment.

Ha Cantractor Entity is to sell, cammit, or
atherwiie dispese of ar ship s entitlement to:

fa) Nom-Associsted Gas to the Gavernment er any ather Persen, except
on such terms as are acceptable 1o the Contractar Entity; or

ib) i Gas o the nt or any other Person, except as
pravided in clause 14.37.
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The Government will not sell, dedicate, designate, commit, or otherwise
dispase of or thip its entitl o Gas [including, in respect of the
Gavernment, pursuant (o clause 32.11), except on a jointly-dedicated basis
ragether with the Contractor Entities.

The Government may at any time by notice to the Contractor designate a Gag
Field ar Gas Fields a3 exclusively ded d and d far the D i
Market er the Expart Market.

Mathing in this Contract prohibits the Government from inviting the Contractar
Entities to iciy in any Person org; d to all or any part of &
Gas Export Plan or Domestic Gas Plan.

Flaring of Matural Gas is prohibited, except:

(a} in accordance with an Work Program and app

k) i an em ergency.

The Contractar shall submit any request for a Permit for flaring to the Government.,
1471 The Cantractor must intlude in such request for a Permit:

[F1] an evaluation of reasonable alternatives to flaring that have been
conudered by the Contractor tagether with infarmation on the
expected amaunt and guality af Natural Gas to be flared and the
praposed duration of the requested flaring: and

its consideration and plans for taking all commercially reasonable
‘measated to ensure the estraction of aatural gasoline and ather
liquids from Associsted Gas to be Mared.

1422 The Government may refuse to grant such Permit in the Government's sole
Z in where the reguest reasonably shaws that

flaring would be in the econamit interest af the Parties or is necessary for the
duction of , and has ne implled duty 1o provide
amy Permit for Raring.

1Gas FIELD HOLDING PERsOD APPLICATION

148 If the Contractar submits a declaration in sccordance with 12.6(d) in reipectof a
Discavery of o Gas Field, the Contractor may, not ess than 50 days thereafter, submit a
written application (2 “Gas Field Holding Periad Ap| ) ta the ent bo
hold wusch Discovery as a Gas Field for a period as set forth in classe 14 30,

1481  The Cantractor will not be entithed to submit a Gas Field Holding Period
Application in respect of & Gas Field after the 8" anmiversary of the Effective
Date, and the Gavernment will have no obligation or duty, and no implied
or duty, ta a Gas Field Holding Period Application received
after such date or to grant a Gas Field Holding Period with respect thereto.

I the Contractor does nat submit 2 Gas Field Holding Application within such
90-day period, and effective as of the 120" day following the date the

© 2014 Kurdistan Regional Government, KRG
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Cantractor submitted its Appraisal Beport and declaration in accordance with

elause 12.6(d], the Contractor shall relinguish either:

=) the entire Contract Area when there is mo other Discavery and na
Exploration Operations; or

ib] the structures cantaining the Gas Field, when the Cantract is entitled
ta duct further o) tions of there i a Discovery.

148 The Contractar must inchude in a Gas Field Molding Period Applicatian:

fa} the proposed delineation and related surface area of the Gas Fisld;

ib) the estimated reserves in the Gas Field;

Ie) o proposed Gai Field Appraiial Werk Plan and Budget, if either: (1) the
Gavernment has notified the Contractor that the Gowernment requires

Appraisal Op or (2] the wishes ta

Further Appraizal Dperations; and
its praposed D Gas M ting Wark Plan get, if the
Gavernment has rotified the Contractor that the Gas Field has been designated
by the a3 enclusivel for the Domestic Market.

Mathing in this clause 14.9 the Fram i ing th
Contractor to prepare & Domestic Gas Marketing Work Plan and Budget at a
Iater date.

1410 Upan the Government’s approval of a Gas Field Holding Application and additional
submissions in accardance with clause 14.9, the Contractor will be entitled to hald the
subjeet Gas Fiald lor 5 period as et lorth by the Government in a notice 1o the
Contractor setting forth s approval of 2 Gas Field Holding Period Application jsuch
period, 3z it may be shortened or extended in accordance with this Contract, the “Gas
Field Holding Period”] as set forth in clause 14,11,

The Gevernment shall set forth a Gas Field Holding Period in accordance with this clause
14,11,

14111 Wthe date the Contractor has submitted a Gas Field Malding Application i
befare the 5™ anniversary of the Effective Date, then the Government shall
pravide a Gas Field Molding Period of four years (such period terminating on
the @' anniversary of the Efiective Data].,

I the date the Contractor has submitted a Gas Field Holding Application is on ar
after the 57 anmiversary of the Effective Date and before the 67 anniversary of
the Effy then shall provide a Gas Field Molding
Period af thiee years (such period terminating e the 8™ anniversary of the
Effective Date).

H the date the Contractor has submitted a Gas Field Holding Application i on ar
after the 6 anmiversary of the [fective Date and before the 77 anniversary of
the Effective Date, then the Govermment shall provide a Gas Field Holding

© 2014 Kurdistan Regional Government, KRG
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Period af two years (such period terminating on the 37 anniversary of the
Effective Date).

H the date the Contractor has submitted & Gas Field Holding Application is on ar
after the 7% anmiversary of the Effective Date and before the 8 anniversary of
the Effecti then th shall provide a Gas Field Holding
Period af one year (such period ing on the 87 anni v of the
Effective Date).

M the date the Cantractor has submitted a Gas Field Holding Application s on ar
after the x-ni-enm of the Effective Date, in accordance with clause 14 8.1
the Contractor will not be entitled to a Gas Field Holding Period.

If the Contractar submits & declaration in sccordance with 12.6(d) in respect of

subsequent Discoveries of Gas Fields, the Contractor may in respect of each such

subsequent Discovery and not less than 90 days thereafter, submit Gas Field Holding

Period Application to the Gowvernment to hold such Discovery as a Gas Field within the

existing Gas Field Molding Period.

14321 The Contractor must include in sech Gas Field Holding Period Application the
same information as provided in clause 14.9,

18.42r The Cantractor is not entitled to separate Gas Field Holding Periods for each
Gan Field, and is entitled to only one Gas Field Holding Period Tor all Gas Fields,

M the Contractor does not timely submit a Gas Field Holding Pericd Application
in respect of an additional Discowery of a Gas Field, such Discovery of a Gas
Field will not be entitled to a Gas Field Holding Period.

Gas Fiteo Howoing Praon REnTaL

From the first day of the Gas Field Holding Periad until expiry of the Ga: Field Halding
Period, the Cantractor shall pay to the Government an annual surface rental for that
portion of the Contract Area that is subject to the Gas Field Holding Period of US$10.00
per sguare kilometse per Contiact Year (the “Gaa Fleld Holding Perlod Rental™ ).

14331 The Gas Field Molding Period Rental is due and payable in arrears on or before
each anniversary of the Effective Date and on the kst day of the Gas Field
Holding Period or termination of this Contract [whichever is earlier), and is
subject to proration in any Contract Year during which there has beena
relinguishment or expiry af the Gas Field Holding Period, based on actual
number of days in such Contract Year,

14.4%% Gas Field Holding Period Rental will not be Cost Recoverable.

Eamiw TORMIAATRH AND RELINGUISHMINT

© 2014 Kurdistan Regional Government, KRG

14.14

I the Contractar fails te undertake and complete all work contemplated by and in

with an Gas Field Wark Plan and Budget with respect to
a Gas Field, the Government may provide not less than S0 days' prior notice |2 "Notice
of Early Termination of Gas Field Molding Period ") to the Contractor that the Gas Field
Holding Periad will terminate at the end of such #0-day notice period, uniew the

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18

22



2/11/2014 PSC - Repsol - 26/07/2011

# Contract -

Contractor campletes, within such period, all such required work in accordance with the
Approved Gas Field Appraisal Work Plan and Budget,
d4.34i b oany such notice of imation, the Gover provide

detail of all work that the Government considers that the Contractor has not
completed.

1415 The Government [directly or indirectly through a Public Company ar an Affiliate of the
ignated by the G ar ather of the has
the exclusive right:

[£1] ta conduct all Export Gas Marketing Operations with respect to Natural Gas;
and

(B) to purchase for resale to Export the of each s
Entity to Matural Gas.

14181 The Cantractor shall not (and each Contractar Entity shall nat and is not
suthorised to:
fh conduwct any Export Gas Marketing Dperations; ar
b Enter i ¥ far the sale,
commitment, of other disposal of Natural Gas to Export Markets,
except to the G (directly ar through an Affiliate of

the 't desig by the or other designee of
the Government).

1816 The Government has Ao obligation 1o find an Expart Market for all of any Nateral Gas
produced fram the Contract Area.

34361 The Government will incur no liability whatsoever to the Contractor or to any
Contractor Entity or to any Govemment Interest Holder, if the Government
does not pravide a Gas Export Plan that is acceptable ta all other Parties.

14.17  Except as previded in classe 14.17.1, all expenses incurred by the Government in
respect of Expart Gas Marketing Operations are solely for the account of the
Government.

10471 The Contractor shall reimburse the Government for all expenses incurred by
the Government in its conduct of Export Gas Op
s} within 30 days after receipt af an invaice therefor; and
(1] pravided that the Parties have signed a gas sales and purchaze
agreement.

Payments made by the C te the G nt 1o clause
14,171 will be Cost Recoverable.

1418 The C all by
with respect to the Gowernment's Export Gas Marketing Dperations.

1aakd Expenses incurred by the Contractor ia pi g ta the G
in sceordance with this clause 14.18 will only be Cost Recoverable if such

© 2014 Kurdistan Regional Government, KRG
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are ded in an A d Wark Plan dget, or, f such
expenied are not inchuded in the Approved Work Plan and Budget or exceed the
ameunts set larth in the Approved Budgel, as previded in clauses 14.18.2 or
14.18.3,

Individual line-itern expenses in any Calendar Year of more than that set forth in
the Appraved Budget bui less than 10% ever such line-item amount will be Cost
Recoverabie, if the Cantractor has notified the Gevernment of all such expenses
@3 300N as practical.

Individual line-itern expenses in any Calendar Year of more than 10% of the line-
ftem amaount set forth in the Approved Budget will only be Cost Recoverable only
i each such line-Rem expense of more than 10% h spproved by the Gevernment
before the expense is incurred, unbess the Government otherwise sgrees.

The Contractar and the Government:

[a}
(k)

are gach entitled to conduct Domestic Gas Marketing Operations; and
shall & and cao in their D) i Gas Marketing Dperations.

Expenses incurred by the Contractar in its conduct af D Gas M ting
Operations will anly be Cost Recoverable if such coits are ncluded in an Approved
Damestic Gas Marketing Waork Program and Budget.

EERTRY

© 2014 Kurdistan Regional Government, KRG
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Al red by the € in the per Gas
Marketing Dperations pursuant ts an Appraved Domestic Gas Marketing Wark
Pragram and Budget will be Cost Recaverable.

The Cantractor shall include in each proposed Demestic Gas Marketing Work
Program all details as required by Gavernment, inchuding:
[E1) works to be carried aut;

ib) type af services to be provided b third parties
and Affiliated companies of each Contractor Entity; and

i) categories of general and administrative expenditure.

Ma later than 1 Octaber of the Calendar Year preceding each Calendar Year in
which the Contractar to eonduct any D Gas

Operaticns, the Contractor shall prepare and submit ta the Management

Ce and the G a Gas g Wark
Program and Budget for the following Calendar Year.

I the o any ification to the D Gas Matketi
Werk Program and Budget, the and the C whall mast to

discuss the proposed Domestic Gas Marketing Work Program and Budget and
ions therets promptly after the Contractor’s receipt of the
Gavernment's ians of the Dom estic Gas
Marketing Work Pragram and Budget. The Contractor must communicate its
ta the Gover n respect of any modifications requeited by the
Gavernment before such meeting.
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1a0s i the and the C are nat able to agree on the

modifications proposed by the Gevernment, expenses incurred by the
Contracior will nat be Cast Recoverable,

106 Individual line-time expenses in any Calendar Year of mare than that set forth

in the Approved Budget but less than 10% over such ine-item amount will be
Cost Recoverable, if the Contractor has notified the Government of all such
expansas a3 seon a3 practical.

14307  Individual line-itern expenses in any Calendar Year of mare than 10% of the

Ene-itern amount set farth in the Approved Budget will only be Cost
Recaverable only if each such line-item expense of more than 10% & approved
by the belere ihe [ d, unless the Governmani
otherwise agrees.

MNeither the ner the ©

fal

has any obligation to find a Domestic Market for Natural Gas produced fram
the Contract Area: ar

will incur any ability whatsoever te any Party for any Government interest
Holder], if such Party does not provide a Domestic Gas Plan that is acceptable
ta all ather Parties.

Is not P for any expendiure ncurred by

the

in the al any Gas M

Dperations.

&

] Puams — ExpoRT aND DosesTic

Neither the Contractor, ner the Government has any obligation to agree 1o any Gas
Export Plan or Domestic Gas Plan proposed by the other Party.

18381 The C and the G st both any Gas Export PMan ar

Thee

Domestic Gas Flan.

A Gavernment interest Holder has no right to Ider, or
approve a Gas Export Plan or s Domestic Gas Plan, and each Govermment
Interest Hokder will be bound by the decision of the Government and the
Contractor with respect thereto.

has na ta any D tic Gas Plan by thie

Coniractor, unless the Government has designated a Gas Field as exclusively reserved
for the Domestic Market_

14241 Na pravision of this Contract the fram T and

Bp i a Gas Plan d by the C r

The Parties may agree on both a Gas Export Plan and 8 Domestic Gas Plan, or may agree
a Domestic Gas Plan on a standby basis in the event the does not 2
Gas Expart Plan.

© 2014 Kurdistan Regional Government, KRG
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Gas Exront Plan

1426 The Gevernment muil provide o propoased gas sale and an part of
the Gowernment's proposed Gas Export Plan.

The Contractar will have not less than 90 days from the date that the Government first
pravides a Gas Export Plan to the Contractor [such 90-day period, as it may be extended
by the Government pufsuant to clause 14.27.1, the “Expoert Plan Evaluation Periad”) to
evaluate the Gas Export Plan, make any recommandatians with respect thereto, and
consider the requirements of a Development Plan that would be necessary to enable the
Contractor to determine whether Gas Expart Plan renders a Gas Field economic for the
Contractor to develop.

1aary  The Government may agree to extend the Expont Plan Evaluation Periad for
such period ss the Government sets forth In & notice to the Contractar,

if the Export Plan Evaluation Period extends beyond the last day of the Gas
Holding Period, the Gas Holding Periad will be extended far such excess daya.

I1. at the concluslon of the Export Plan Evaluation Period, the Cantractor and the
Government have not agreed a Gas Export Plan a3 proposed by the Government, the
Goverament may send a notice |a Period Early Motice”) to the
Contractor that the Gas Field Holding Period will terminate a1 of the date set forth in
suth notice.

aaans  The date set forth in the g Enrly Ter Notice may nat be

earlier than the scheduled expiry of the Gas Field Holding Peried and may not
be eardier than the 30 days after the date of the notice_

f at the conclusion of the notice periad as set forth in the Holding Periad Early
Termination Notics (and any ] [ oy th

ta the Ci inasy natice|, the C and the

have not agreed an a Gas Export Plan, the Gas Field Holding Period shall
terminate and all Gas Fields subject to the Gas Field Holding Period will be then
be considered as fully relinquished to the G

The and the will enly be edl to have agreed ta
a Gas Export Plan proposed by the Government when the Parties (as seliers)
have signed a gas sales and purchase agreement with the Government [or any
Affiliate of the Government of other Person designated by the Government as
eontemplated by the Gas Export Plan) as the purchaser.

Domesnic Gas PLan

1439  If the Government notifies the Contractor that the Government has designated a Gas
Field as for D Markets, the C shall:
fa} a Wark Prag and plan lor Dy iz G and
associated Budget;
1] carry out D ic Gas Operatians in
Domestic Gas Marketing Plan and Budget: and

] prapase & Demestic Gas Plan at any time,

© 2014 Kurdistan Regional Government, KRG
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If th has d the Gas Field as exclushnely reserved for Domestic
Markets, the Gavernment shall give r ble teal tic Gas Plan
praposed by the Contracter,

DevesormenT Puas

14.31

Within 90 days altes and the C have agreed ta a Gas Expart Plan
oF a Domeitic Gas Plan, the Contracter shall prepare and delver a Development Plan for
the Development of the Gas Fields in the Contract Area, including the sequencing and
timing of the development of the Gas Fields and the expected First Prodiusction

te the reguited delivery under the agreed plan.

I thee propased D Plan is mat ¥ 16 the Gavernment, the
Government shall so notify the Contractor and mest with the Contractor to discuss the
praposed Development Plan.

If the Gowernment has not approved a Development Plan within 1E0 days follawing
agreement of a Gas Export Plan ar Gas Plan, as applicable, th nment
may send the Cantractor a natics [the “Gas Development Period Early Termination
Notice™) setting farth a date, which must not be less than 30 days fram the date of the
Gas Development Period Early Termination Motice, that the Gas Field will be considered
relinguished as of the date st forth in sech notice unless the Gavernment has aceepted
i Development Plan for the Gas Field.

I at the canclusien of the 30-day notice period as set forth in the Gas Development
Pericd Early Termination Naotice [and any thereto by the

G to the C ina notice), the & has not
atcepted a Development Plan propoased by the Cantractor, all Gas Fields will be
consdersd ad fully relinguished 10 the Gevernment. If the Contractor s not then
entitled to any rights to produce and develop Crude Ol this Contract will thereupon
terminate.

If the Contractar does not develop a Gas Field within the periods as set forth in
Approved Development Plan, dubject to clauie 40 (Force Majeuse), the Gavernment may
send the Contractar & Gas Development Periad Early Terminatian Notice wtting farth &
date, which must not be less than 30 days from the date of the Gas Development Period
Early Termination Notice, that the Gas Field will be cansidered relinquished as of the
date set forth in suth actice.

Gas DEVELOPM ENT Piame
14.36 The approval of the Development Plan for 2 Gax Field by the Government will entitle the

Contractor to retain its rights in respect of the Gas Field subject to such Development
Plan for the duration of the Development Periad.

Sumruud ALSOCATED Gas
14.37  The Contractar shall, at the request of the Gowvernment on not less than 90 days” prior

© 2014 Kurdistan Regional Government, KRG

notice, defiver to the G all ' Gas that is not {; in the
Petraleam Operations, |b) re-injected, (c] permitted to be flared in accordance with
clause 14.6,0r [d) sokd i sccardance with 8 Gai Export Plan ar & Domestic Market Plan,
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14371 The Cantractor shall separate, gather, compress, and deliver such Associated
Gas to the Government at a delivery point ot the boundary of the Contract Area
of gas processing plant as agreed the G t and the C s
free of charge to the Government.

H at any time there is a regional main gas pipeline, the Contractor shail
transport and deliver the Associated Gas to such tie-in paint as is determined
by the ing pipeliing unless it s i

14575 All expenditures incurred by the Contractor up to such agreed delivery paint,
imcluding pipefine construction and i and
ing, will be Cost

The Gowernmant will be solely [a] respansible for collecting. treating, compressing, and
transporting from the agreed delivery point all Associated Gas delivered to the
Government pursuant to clause 14 38; and [b) Fable for all costs, expenses, and
liabilities in respect of such Associated Gas after the agreed defivery point.

Each € Entity’s entith L] Gas Tam an Ol Flakd will be
governed by the duration sllowed for the production of Crude 0l under clause 6.13 and
6.14.

The Contractor [and me Contractor Entity or Government interest Holder] i not enttied
1o {and shall net] ship or stherwise transport Natural Gas outside of the Contract Area,
except on a joint common basis with each other Contractor Entity and
the Government.

The Contractor is nat sauthorised to any plpelines fer the transp of
Hatural Gas to the Export Market or the Domestic Market, encept in accordance with a
Gas Export Plan or a Gas Plan, as and the

Plan and Appr Work Flan and Budget.

CLAUSE 15 - ACCOUNTS; OPERATIONS

The Contractar shall maintain in with the & and
g generaily in the 1
industry and, to the estent compatible with such practices, in accaordance with US
Accepted i or Inter i parting
[in either case consistently applied]. at its business affice in the Kurdistan Region, all
recards of account and such ather records in respect af the werk performed under this
Contract, the costs incurred, and the amount and value of all Petroleum produced and
saved from the Contract Area (the "Accounts™).
1823 The Accounts must reflect in detail all expenditures incurred and revenues
received.

© 2014 Kurdistan Regional Government, KRG
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The Cantractor shall keep copies of the Accounts for the entire term of this
Cantract,

All Accounts shall be prepared in the English language.

1815
1514  The Cantractor shall record and maintain the Accounts in USS.
118

The Cantractor shall make the Accounts svailable at its offices in Kerdistan
Reglon at all times for and audit by repr af
the that may ke employed by the
Gavernment.

In addition to all ather reperts required by this Contract, within 80 days following the
end of each Calendsr Year, the Contractor shall submit te the Government s detallad
af la) all Costs in respect of such Calendar Year and (k)

of Prafit clause 26,

1821 The reporis must be accompanied by a report of Repaal's ultimate parent
's audit the v of such

1532  The Contractor shall provide the Government with such production statements
and reports as required pursuant to clause 16.4.

The Gowernment |s entitied:
la} ta inspect and audit the Accounts with respect to each Calendar Year at any
time within a period of five Calendar Years following the end of such Calendar
Tear (the “Audit Request Period™): and
ta appoint an ssditer of international standing lamiliar with Intemational
m industry g e undertake or assist the Government
with respect to any audit.

The Contractar shall pay all costs and fees of an auditor appointed by the Government
pursuant to clause 15.3(b). which costs snd will be Cost

I

The Contractar shall provide all supperting records and information reguested by the
Government in support of 2 Government sudit.

([T fan audit, the iders that there is significant
mistake or irregularity im respect of the Accounts, the Government shall natily the

< of sueh o irreg within & Months fallowing the date the
Government com pletes the audit. If the Gowernment Fails to notify the Contractar af any
audit exceptions within such six-maonth period, the relevant Accounts subject to the
Goverament's audit will be presumed to be correct,

Within 80 days of any notification from the Government pursuant to clause 158, the
Cantractor shall sither (a) make v ar ar
[b) motify the Government of the Contractor’s objections, concerns, or other comments
with respect thereto.
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i the Contracter motifies the Gevernment of abjections, cancerns, or other

comments as provided in clause 15.7, the Government shall, within 30 days

following receipt af such notice, natify the C al the G ]
o the C r's cancerns, or other comments.

Any Dispute between the Parties under clauses 15.3 through 15.7 that cannot be settled
amicably within G0 days of the Government's Final notite under clause 15.7 is subject 1o
resolution by an Expert in accordance with clause 42,

CLAUSE 16 = OTHER CONTRACTOR RIGHTS AND OBLIGATIONS

Pramanent REFnEsinTATIVE
16.1  Within 30 days fellowing the Effective Date, each Contractor Entity shall open an office
and appoint 3 permanent representative in the Kurdistan Region.
Compuct of PlTRouus OPiRATIONS
16.2  The Contractor shall be respansible for the conduct, management, control and
administration of Petraleam Operations in accordance with this Contract.

16.3  In conducting its Petrolesm Operations, the Cantractor may use any Affiliste of each
Contractor Entity, its and their Sub, ani th b and

agents of each af the feregoing,

164  The the with Data and activity reports
relating to Petral . The € shall inclede details of the lollowing in
such peried Data and sctivity reporis:

fa) informatien and Data regarding all Petrabeum Operations perfarmed during the
Calendar Year, i any of praduced

ib) Data and regarding any 1 buikt and op:
by the Coniractor;

(4] a statement specifying the number of personnel, their title, their nationality as
well 25 2 report on any i wices and i 4, ‘ta such
persannel; and

id) @ descriptive of all Assets deployed since the previous report,
including all costs assaciated therewith,

165  The Contractar may freely use any Petroleum produced within the Contract Area for the
Petroleum Oparations,

166  TheC shall at p bl may aly b
requested by the Government dufing its review and verification of Accaunts and records
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and of any other info relating at the offices,
or any other facilities of the Contractar.
1641  Upan glving reasonable prier notice to the Contracior, the Government may
send a reasonable number of representatives to the work-sites or any ather
af the in the istan Region ta perfarm such reviews and
werifications.

The repr af the shall at all times comply with any safety
regulations by the T ', and the

reasonatile efforts to ensure rEviews i do not hinder
Petroledm Dperations.

167

Far the performance of the Petrol the € » any Affiliste of each
Contractor Entity, its and their Sub and the and
agents of each af the foregaing shall at all times be granted free access to the Cantract
Atea and to any facilities for the Petroleum Operations located within or cutiide of the
Contract Area ar within ar cutside the Preduction Area, for the purpose of carrying out
the Petroleum Operations.

Upan natice fram the G the Ce shall make available to s lals
number of representatives of the Government thase of the Contractor's facillities which
afe necessary to enable such representatives to perform their tasks related to this

Contract and the Kurdistan Region Ol and Gas Law including, in case of works to be
performed on work sites, transportation, accommodation and board, under the same
conditions a3 those provided by the Contractor for [ty own perannel.

Notwithstanding clause 16.8, the Government shall indemnify and hald harmbess each
Cantractor Entity against all Losses and Expenses in respect of any claim, demand, action
or procesding brought againat any Contractor Entity by any representative of the
Government in connection with the access to or use of the facilities by such
representatives, except lor any Losses o Expenses coused by the gross negligence or
willul misconduct of any Contractor Entity, any of its Subcontractors, ar any of their
respective emplayees or agents.

Loss on Damacs
16.18  The Contractar shall be respansible for any Loss and Expense ar other damage caused to

third parties by any Comtractor Entity or its Subcantractors or their respective persannel
in the conduct of Petrolesm Operations or otherwise in sccordance with Kurdistan

Region Laws.

InreuscTuAL Proreary Rigkrs
1611 The G property rights of any other Persan.

© 2014 Kurdistan Regional Government, KRG

1812 The Contractar shall as soan as reasonably practicable inform the Government af any

relating 1o L] or this Contract.

16
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18.13 I comnection with a general decision 1o reduce production serass Irag, the Gevernment
may reguire the C to set the rate of R irs below the MER lor
such Reservoirs as for in the ent Plan.

16131 Hthe G Hsues a L as provided in clause 16.16, the
Gavernment shall allocate any such reduction fairly and equitably amang the
warlous production areas then producing in the Kurdistan Reglan, pro rata thair
respective production rates as of such allocation date, and with & view to
prudent allocation among such blocks.

The Gevernment and, subject 10 clauses 32.11[a) and |b), each Government interesi
Holder, and each Contractor Entity have the right and the ebligation to take in kind and
separately sell or otherwize dispose of their respective shanes of Petroleam in
accordance with clauses 25, 26 and 27.

Not less than 12 Calendar Manths prios te the Date of start of Commarcisl Preduction
Trom any Development Area, Contracior shall submit to the Management Commities
and the G for r & proposed procedures and terms in respect
of the scheduling, storage, and lifting of Petraleurn by each Contractor Entity, the
Government, and each Government Interest Holder from each Production Area,
Incleding rights af lifting Parties, time, and quantities,
of storage, g, canservation, spillage, lisbilities of the Parties, and
penalties for over and under lifting, salety and emergency precedures. None of the
[ the C - a Entity, ora Interest Holder may
lift any Petroleum until such g and ag been bl by
agreement of the Contractar and the Governmant,

The Contractar Entities shall sell and deliver to the Government, upon written request of
the Government, any amounts of Crude 0l that the Gavernment shall request to mest
Kurdistan Reglan Internal consum piion requiremenis.,

16161  The Government shall pay the international Market Price for such Crade Oil.
The Cantractor Entities and the Gowvernm ent shall enter into a sales agreement
cowering such purchase and sale jing normal teial terms.
prevailing in the inter L industry

The Government shall provide the Contractor Entities with not less than 180
days” natice of its i to bury such Crude Oil

On such notice, the Government shall specify the volume of Contractor's
entitlement required, the particulsr quality desived [where more than ane
Petreleum guality is produced in the Cantract Area) and the duration lar which
such Petroleum will be purchased.

On such notice, out af the total guantity of Crude O ta which the Contractar is
entitled fram the Contract Area in a Calendar Year, each Cantractor Entity shall

© 2014 Kurdistan Regional Government, KRG
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pravide for the period requested by Government up to such Contractor Entity’s
pro-rata share of Crude O,

The Government is entitled to trade such Crude Dil, whether far a quality that
meets the Government’s requirements or otherwise_

In case of war ar h af wat af g I the
Gavernment may requisition all or a part of the Petroleum production from the Contract
Area and require the Cs o such p The p of clause
16.16.1 regarding delivery, price, and payment shall alsa apply to any Crude Oil sa

I from the Ty

It th i an abligation an the C af the Contractor Entities 1o
sell to the Government in sccordance with clauses 16.16 or 16,17, the Government shall
use ol ch among the
operators then producing in the Kurdistan Region based on each operator’s praduction
rate_

CLAUSE 17 = USE OF LAND AND EXISTING INFRASTRUCTURE

171 The Gevernment vhall make available to the Contractar any land in the Kurdistan Region
outside of the Contract Area which the tis Is eguired
for Petroleum Operations. The Contractor shall have the right to build and maintain,

above and below ground, any facili quired far the

Tousne Panty Linoi

Wit v for conduct of Operations ta ecoupy and use any
land in the Kurdistan Begion belanging to third parties, the Contractar shall endeavour
ta reach amicable agreement with the awners of such land. ¥ such amicable agreement
cannot be reached, the Contractar shall notify the Goverament.

iy On recelptof such notification:

[E1] the Government shall determine the amount of compensation to be
paid by the Contractor to the awner, if occopation will be for a shart
duration; or

the Governmant shall expropriate the land or property in accordance
with Kurdistan Region Law, if such occupation will be long lasting or
‘makes it henceforth impossible to resume original usage of such land
OF propesty.
dny property rights shall be acquired by and recorded in the name of the
Gavernment, but the Contractor shall be entitied free use of the land or
praperty for the Petroleum Dperations for the term of this Contract.

The amount af the compensation in thause 17_2(a) shall be fair and reasanable,
in accordance with elause 29 of the Rurdistan Region Ol and Gas Law, and shall
take inte account the rights of the ewner and any effective use of the land ar
property by its owner at the time of occupation by the Contractor,
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All r abile T and Fair and b fas
required pursuant to clause 29 of the Kurdistan Region Oil and Gas Law ) which
results from such expropriation shall be paid by the Cantractor and will be Cost
Recaverable.

17.3  Farits Petraleum Operations, the Cantractor shall have the fight in the Kurdiatan Reglon
to use, subject o Applicable Law, any raillway, tramway, road, airport, landing field,
canal, river, bridge, or ¥ network and any existing
pipefines or transportation infrastr on terms no bess than thoss
offered to other Persons and, unless generally in force, to be agreed.

124 The Gewernment shall have the right in the Kurdistan Region to bulld, aperate and
maintain roads, railways, sirparts, landing strips, canals, bridges, protection dams, police
stations, military installatians, pipelines [subject to clauses 14 and 38} and
telecommunications networks in the Conatract Area, provided this does not increass the
costs, of compromise or have a moterial adverse effect on the performance of the
Petroleum Operations, If the construction, eperation and maintenance of such facilities
by the Government results in increased cost or expense for the Cantractor them such
cost and expense will be Cost Recoverable_

due ta | of disaster, of internal ar

external war, the Gowernment shall have the right to request te use any transpartation

and

by the Contractor. Any assoclated costs, expenses

or lisbikities incurred by the Contractor willl be Cosit Recoverable.

PiTRoil i DFERATIONS
178 n the conduct of op the € B the right in the Kerdistan
Region, subject ta with Ki Regian Law and ENS Standards,
to clear land, excavate, drill, bore, construct, erect, place, procure, operate, emit and

and ditches, tanks, wells, trenches, access rosds,

excavations, dams, canab, water mains, plants, reservoirs, basing, storage and disposal

primary wnits, and p ing wnits, 18p wnits,

sulphur plants and any other facilities or Tor the o in

a stations, 3, power plants, high voltage lines,

telephone, radio and any other tel i as well as

offices, theds, houses far 1, b Is, schaels, p dikes, vehicle
railways, roads, bridges, airlines, airports and any ather transportation facilities,
garages, hangars, worksheps, foundries, repair shops and any ather auxiliary facilities
for the Petroleum O, sons and, generally, ything which i s

of the op The Contractor has the right to select the

per
location for these facilities.

1.7 Forthe

af Oper the Contractor shall have the right in the

Kurdistan Region, subject te campliance with Region Law and ENS

F

Standards, to remove and use the topsoil, fully-grown timber, clay, sand, lime, gypsum,
stanes [other than precious stones) and other similar substances as required for its
Preiroleum Oparations,
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Subject to A bile Law and EHS Standards, the Cantractor shall have
the right in the Kurdistan Region to take or use any water necessary for the Petraleum
Operations, pravided it does not damage any existing irrigation or navigation systems
and that land, houses or points g ta are not el
their use.

Apsmning PROPETIES

Upan reguest of th , the shall ‘the of
residential or commercial buildings in the vicinity of facilities used for the Petroleum
Dperations that may be declared dangercus due ta Dperati ta
prahibit any interference with the use of any f; equired for Petrol
Dperations.

#ccess to the Cantract Area may be granted pursuant to an sccess authorisation, as
defined in, and consistent with, the Kurdistan Region il and Gas Law to suthatised third
parties on reasanabie terms and (imeluding ], including Persons
autharised to construet, install and operate sir Hacilties and and to
carry gut other works, provided that nothing in such sccess authorisation or in this
tlause 1710 authorises the holder of an access authorisation to drill a Well or to
perfarm any Petraleum Operations in the Contract Area.

The Government shall give the Co Gl natice of any access
autharisation in respect of the Contract Area and shall not grant any access
authorisation in respect of the Contract Area until it has taken into account any
submissions made by the Contractor nor in such a way that there is undue interference
with ar hindrance of the rights and activities of the Cantractor.

CLausE 18 - GOVERNMENT ASSISTANCE

181 Tothe extent allowed by Applicable Law and at the specific request of the Contractar,
the Governmant shall take all necessary steps to assist the Contracter Entities in, but not
limited to, the lollowing areas;

fa} securing any necessary Permits for the use and installation of means of
transportation and communications;

(k) ing regulatory Permits in matters of impart, ar export;

4] securing entry and exit visas, work and residence permits as well as any ather
administrative Permits for each Contractor Entity"s, its Affiliate’s and its
Subrantractors’ Expatriate personnel (including their Family members) working
in the Kurdistan Region and any other part of irag during the implementation of
this Contract;

securing any necessary Permits to send Abroad documents, Data or samples for
analysis or pre for the i

relations with federal and local and far
the purpores of the remainder of this clause 18.1;

B any e | Permits;

© 2014 Kurdistan Regional Government, KRG
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gl obtaining any other Permits reguested by any Contractar Entity for the
Petreleum Dperations;

ih) aceess to any existing Data and g Data and informati
relating to the Contract Area held by previous operators or contractors; and

0] praviding all y security for o

The C shall pay able and justified i d by the
with respect 1o its undertakings under this clause 1B against an invoice received tharefor
from the Government. Such payments will be Cost Recoverable.

CLAUSE 19 = ASSETS AND MATERIALS

GENERAL
19.1  The Contractor shall supply, or procure the supply of, Assets, materials, and
consamables requited for Petroleum Operations ("Assets and Material”).

The € Assets and in with the
Approved Work Program and Budget.

PROCUREMENT PROCEDERES

100 Assoon as possible after the Effective Date, the Contracter shall provide the
Management Committee with a copy of its procedures for procurement of Assets and
Materials and services for the Petroleum Operations as required by clause E.4fe),
including the criteria fior tender evaluation.

1e8a  Such procedures and ofiteria muast provide for fais and transparent tender
and be in with Best Practices and Applicable Law,

if the [< does not Y to the
pracedures within 30 days after receiving such procedures, the procedures shall be
considered approved by the Management Committes.

The Contractar shall give priority to Assets and Materials that are readily available in the
Kurdistan Region and other parts of Irag to the extent their price, grade, guality,
speci delivery and other commercial and techaical terms
in all I with those oth lable to the Contractar.

CLAUSE 20 - TITLE TO ASSETS

Tivik Thansri
20.1  “Title Tramsler Dote” means the sarlier of:

la} the first date on which the “R” Factor, as calculated in accordance with clause
26, is equal to 1.00; or

bl the termination of this Contract.
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Subject to clause 21, on the Title Transfer Date, all Assets of the Contractor, a Contractar
Entity, or the Qperator o any of their respective Affiliates] in the Kurdistan Regian will
become the property of the Government.

Until the Title Transfer Date, all Ascets in the Kurdistan Region are the property of the
i ", the I Entity, any Affiliate of a Contractor Entity, the
o ora ', a8 the be.

Leasin A4SETS; SuBCONTRACTOR ASSETY
2.4 The provisions of clause 20.2 will not apply to any Assets:
fa} leased by the Contractar, a Contractor Entity, or the Operator in accordance

with an operating lease that has been approved by the Management
Committes; or

belanging to or leased by a Subcontractor or an Affiliate of such Subcontractor.

CLAUSE 21 - USE OF ASSETS

211 Whether before or after the Title Transfer Date and whether before or after recavery of
the cost of any Assets, the Contractor, each Contractar Estity, and the Operstor shall a1
all times have the exclusive right to use sil Assets in the Kurdistan Reglon for Petraleum
Operations free ol any charge by the Government.

2.2 During the term of this Contract, th hall Fier or
dispose of any Assets without having received prior notice of the Contractor's consent,

213 The Comtractar may freely move any Assets and fram any partion
of the Contract Area to the remaining part of the Coniract Area ar from any other
contract area in the Kurdistan Reglon with respect to which the Contracior is 3 party to s

sharing with the for use in I
under such contract.

CLAUSE 22 - SUBCONTRACTORS

1 TheG hail in d with Best P that each Sub
has all requisite experience and qualifications,

Locas PRereRENCE

122 The G priority ba Su fram the Region and other
paris of iraq ta the extent their competence, rates, experience, reputation,
gualifications, financlal llability, delwery and other commereial
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terms are, in the Contractor’s sole opinion, comparable in all material respects with
thase pr by fareign B ing in the I petrak industry,
and will mot cause any C Entity o its Af to wialste any Law applicable 1o
it. inchading Corrupt Practices Laws,

21331 ASubcontractor will not qualify 25 “from the Kurdistan Region and other parts
of Irag” unless & is arganised wnder Applicable Law or the Laws of irag,
In irmg, and majarl e and C by citizens of the
Eurdistan Region or Irag.

PuocunemEnT Procebunes

The C hall select its Suls in aceordance with the procurement

pracedures approved by the Manag Committee @ o clause 19.3.

218 Each contract with Subcontractors must include » provision that obligates such
Subcontractor to comply with Corrupt Practices Laws in the Subcontractor's
performance of the contract.

The Contractar shall provide the Government with coples of each contract with
Subcontractors where the contract amount ds the by the & nt
Committee from time 1o time.

CLAUSE 23 ~ PERSONNEL; TRAINING ; ASSISTANCE

ExiathiaTe Wons PEits

Any Expatriate personnel working in the Kurdistan Region will require issuance af 2
Permit from the Government (such Permit not to be bly delayed 1d]
and the Government shall sbtain any Permit required by the federal government of irag.

Locas PREFERENCE

© 2014 Kurdistan Regional Government, KRG

Fat the Petroleum Operations, the Contractar shall give, and shall reguire its

Suly ta ghve, pr ta citirens of the Kurdistan Reglon and ather parts of
Irag to the extent such citizens have the

and experience requined to perform the waork, are available at competitive
compensation rates, and their employment would not cause the Contractor, any
Contractor Entity, any of its Affiliates, or any of its Subcontractors to violate any Law

applcable to i,

Each Contractar Entity and its Affiliates and Subcontractors have the right to hire
i the from the Region and other parts
of Iraq do not have the requitite tech lity, qualifi or experience for
ta be filled ax required p to clause 23.2.

In the event any ora ber of such s family
engages in an sctivity or commits an act in breach Kurdistan Region Law, the
Contractor shall, at the request of the Management Committee, take the
nRecessary steps to repattiate such individual{s).
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Muusray CapaciTy Bumming PAYMENTS ano In KiND Assistamcs

a4 The G

shall give bl ‘ta the | al Geversment

persannel to the € and of the & per the
during the various phases of the Petroleum Operations. The Government and the

C

shall ag terms and ans for such nt, and any costs

‘associsted therewith will be Cost Recoverable.

For the first five Contract Years, the Contractor shall pay te the Government US§250,000
in advance each Contract Year for the recruitment personnel, whether from the
Kurdistan Region other parts of Iraq or Abroad, to the Ministry of Natural Resources.
The selection of such personnel shall be at the discretion of the Minister of Natural
Resources. Such costs will be Cost Recoverable.

The Cantractar shall promptly pravide ta the Gavernment such technological and

i o the Region petraleum sector as the Minister of Natural

Resountes may request, up to the value of U551,000,000, including geological

hardware and soft and such ather eguipment. The Contractor and the

Government shall agree the form of such aunistance. All costs of the Contractor
associsted therewith will be Cost Recoverable.

The Contractar shall train all its personnel from the Kurdistan Region and other parts of
irag disectly ar In the Petrole P for the purpose of

ving their ige and pi qualifications in arder that such personnel

gradually reach the level of dge and 1] held by the

Contractor Entities” Expatriate workers with an equivalent résume.

Such training shall also include the transfer of knowledge of peiraleum
technology and the ¥ 50 a3 to enable the
personnel from the Kurdistan Region and ather parts of iraq to apply advanced

technology in the oy o tothe extent
permitted by Applicable Law and agreements with third parties, and subject to
appropriste confidentiality agreements.

anra

The Contractar shall submit its plan for the recruitment, integration, and training of
personnel from the Kurdistan Region and other parts of irag to the Management

C

for its Such tr - [a} must take into cansideration the

requirements af clause 21.7; and |b) may include training for the Government’s
personnel, dapending on the axtent to which the ameunt allacated to the training plan
in sccordance with clause 23.10 is availsble after taking into consideration the training
of the Contractar Entities” Kurdistan Region and ather Iragi personnel.

Within 90 days of the Efective Date, the Contractor shall submit to the Management
Cammittes o praposed iraining plan for the remainder of the Calendar Year. Therealtar,
no lates than 1 October in each Calendar Year, the Contractor shall submit 2 propased
training plan to the C for the ing Calendar Year.

A

The Cantractar shall allscats for tralning the amaunt af:

© 2014 Kurdistan Regional Government, KRG

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18

22



2/11/2014 PSC - Repsol - 26/07/2011

# Contract -

ia} U55150,000 for each Contract Year during the Exploration Petiod; and
(2] US5300,000 for each Contract Year during the Developmant Period.

23101 Tothe extent any amaunt allocated for a Contract Year is not utilised in a
Contract Year, the Contractor shall pay the unutilised allacation to the
Gavernment within 60 days sfter the end of the applicable Contract Year.

2311 Each Contractar Entity shall be responsible for the tralning cests which such Contractor
Entity may incur in respect of the personnel it employs from the Kurdistan Region and
other parts of lrag.

23411 All such reasonable costs will be Cost Recoverable.

aaar  Costs by the © for training progr. far the Gavernment’s
persannel shall be barne by the Contractor anly to the extent that they are
in the € 'S training plan pursuant to clause 33 8,
and will be Cost Recoverable.

Bais  The codt of all ether braining prog for the
the Governmeni’s responsibility.

EnvmoMMmENT FUND ParmEnTs
1312  The Conmiractor shall pay to the Government:
fa) US$150,000 in sdvance sach Contrace Year during the Exploration Period; and

ik} US5300,000 in advance for each Contract Year during the Development Period.

The Government will credit all such to the envi fund to be blished
by the Government for the benefit of the natural enviroament of the Kurdistan Regian,
pursuant to the Kurdistan Region Ol and Gas Law (the “Environment Fund®).

Fayments by the Contractor pursuant to clause 2317 will be Cost Recoverable.

CLAUSE 24 = ROYALTY

"Royalty Crude 0il” means Crude Oil, regardiess of gravity, produced and saved from
the Contract Area,

"Royalty Gas" means Gas produced and saved from a Gas Field.

"Royalty Petraleum™ means Royalty Crude Oil and Royalty Gas.

The Contractor shall pay to the a portion of and saved
from the Contract Area, either in kind or in cash as directed by the Government, as
provided in this clavse 24 [such payment, the "Royalty™].

© 2014 Kurdistan Regional Government, KRG
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The Government will be considered ta have slected to receive the Royalty in
eash, unless the Gevernment has given nat less than 90 days” prior notice to
the Contracter of the G s election wive the Royalty in kind,

if the Government has elected to receive the Royalty in kind, the Contractor
shall deliver to the Government at the Delivery Foint the quantity of Royalty
Petreleum egual in value to the Royalty payable with respect thereto. Title and
Risk of |oss of Reyaity paid in kind will transfer 1o the Gevernment at the
Delivery Paint.

if the Government has elected to receive the Royalty in kind, the Gowernment
may reguire the Contractor to assist in the sale of all or part of the Royalty
recaived in kind pursuant te clsuse 18,

285 The Royalty is all Rayalty
2681 Na Rayalty is payable in respect of Assacisted Gas fram an Oil Feld.

Rovaury Rato

246 The Contractor shall calculsts the Reyaity daily by applying the following rate [as
applicable the “Royalty Rate”) to the Royalty Petroleum produced and saved on that
day for:

{al 10% far Royalty Crude Oil; and
1k} 10% far Royaby Gas,

If the Royalty is payable in kind, the Contractor shall deliver to the Gavernment at the
Delivery Paint sach day & voluma of Crude Ol ar Natural Gas, as applicable, equal ta the
Royalty Rate by the of Rayalty

If the Royaity is payable in cash, the Contractor is entitled to take delivery at the

Delivery Paint of the guantity of Royalty Petroleum corresponding to the value of the

Royalty Peiral in with clause 24,6,

dasa Subject to clause 14 (Notural Gas) in respect of Natural Gas, the Contractar will
be entitled to freely sell such Royalty Petroleam.

Tithe and risk of lass to Rayalty Petraleum with respect to which the Contractas
has taken delivery under this elauie 24.7 will pasa to the Contractor Entities at
the Delivery Pont in accordance with thelr participating interests,

Dispesition af paid-in-kind Rayalty Gas by the Government is governed by clawse 14
(Natural Gas).
Parsent iw Casn
2410 I the Royalty is payable in cash, the Cantractar shall;

ia} walue Royalty Crude Oil at the International Market Price for each Manth and
Quarter in accordance with clause 27;

(k) walug Royalty Gas for sach Month and Quarter in sccordance with dauie 27,
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caleulate the Boyalty payable based an the valuations of Reyalty Crude il and
Royalty Gas for each Quarter; and

pay to the Government the applicsble Royalty quarterly, In arrears, within 30
days of the end of each Quarter.

CLAUSE 25 - RECOVERY OF PETROLEUM COSTS

5.3

“Available Crude O™ mears all Crude O and A i Gas d frem
the Contract Area after deduction of any guantities of Crude Oil to be delivered to the
Goverament for pavment of Royalty in kind or dellvered to the Contractar in reapect of
the payment of Royalty in cash pursuant to clause 24,

“Available Gas” means all Gas produced and saved from 2 Gas Field in the Contract
Atea, except for Gas that is wsed in Petroleum Operations, re-injected, flared in
accordance with clause 14.6, or is not used or sald.

“Available Petroleum® means Available Crude Oil and Avsilable Gas.

Cosr RECOVERY

The Contractar is entitied to:

la} recover Petroleum Casty in accordance with this clause 25 and the Accounting
Procedures; and

(3] allacate, a3 between the Contractor Entities, to each Contractor Entity its
thare of Available in dance with the respecti
participating interest af such Contractor Entity in relation to the aggregate
participating interests of the cther Contractor Entities.

(o w by the T Entities in any period will be achiewed by a Contractar
Entity when it has taken delivery of its participating interest share of Available
Petroleum from the Comtract Area of walue (as d pursuant to this
tlauze 25) to the Petroleum Costs to be recovered by the Contractar in accordance with
this Contract.

Vanuaron oF Avanasie PETROLEUM

The Contractar shall value Avallable Crude Ol at tha Imternational Market Price abtalned
at the Delivery Point by the Contractor Entities and the Government.

The Contractar shall value Available Gas at the actual prices obtained at the point of sale
in accordanee with clause 14.5 in accordance with a Gas Export Plan of Domestic Gas
Plan. The “paint of sale™ will be such point a3 identified by the Parties in relevant Ga
Export Plan or Domestic Gas Plan,

ComtRacton ENTITLEMENT 10 CosT O
5.8 Subject to the Accounting Procedure, from the First Prod from any Prod

© 2014 Kurdistan Regional Government, KRG
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each Contractar Entity) is entitled to recover all Petroleum Costs fram up to 40°% of
Available Crude Ol (sueh amount, “Cost OF”) within any Calendar Year.

2541 Awvallable Crude OF that is not Cost 0il is “Profit 00,

ComTRacTon ENTITLEMENT T0 CosT GAS
5.8  Subpect to the from First Prod #rom any Prod Area in the
Area and fram all Areas, the Contractor jand esch
Contractor Entity] is entitled to recover Petroleum Costs from up to 50% of Available
Gas (such amount, “Cost Gas™) produced within any Calendar Year,
2881 Available Gas that is not Cost Gas is “Profit Gas”™.

RECOVERY WATERIALL LiWTATIONS

3518  Petroleum Costs are Cost Recaverable under clauses 25 8 and 5.9 in the following
order-

1) Production Costs;

12y E Conts g Appraisal costs within the Contract Area);
3y Gas Marketing Costs;

) Development Casts;

15} Crude Oil Pipeline Casts; and lasthy

(E) Decommissioning Costs,

The Contractar is [and the Contractor Entities are) not entitled to recover aggregate

Petroleum Casts during any Calendar Year, exp in of Lin

excens of the pereentages of Available Petroleum as set forth in clauses 258 and 25.9.

.11 Win any Calendar Year, Cost Ol and Cost Gas (Cost Ol and Cost Gas, together
or either, “Cost | is mot to allow the Contractor Entities to
recover all Petroleum Costs for such Calendar Year, the amount of Petroleum
Costs not recowered in such Calendar Year may be (a) carried forward
indefinitely to subsequent Calendar Years and (b) charged to Cost Petroleum
las applicable) until the sarlier of full recovery of all Petroleum Couls or
termination of this Contract.

28.41% The Government never has any abligation or lability to the Contractor or any
i Entity in fesp Costs that are not recovered by any
e Entity from C

25.01%  Any Petroleum Costs that are subject to Dispute and have not been finally
resalved by the Parties shall not be inchuded as Cost Petraleum antil fnally
resalved by the Parties or I 42 |Dispute Al

Each Contractar Entity may take delivery of its prop hare of fram
the share of Available Petroleum allocable to the Contractor for the recovery of
Petroleum Casts at the Delivery Point.

© 2014 Kurdistan Regional Government, KRG
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2saza  Title and risk of loss of such Available Petroleum will transfer to such

Cantractor Entity at the Delvery Peint.

2513 Subject to clause 38.4, Petrolesm Costs under this Contract are not recoverable against
othes areas in the Region in which any Contracter Entity is party to a production sharing
contract of has any ather interest.

Under this Contract:

fa}

“Cumulative Costs™ means, a3 of any time of determination, total Petralesm
Costs actually ncurred by the Coatractor from the Effective Date to such time
of determination.

“Cumulative Revenues” means, as of any time of determination, total
Rewenues actually received by the Contractor Entities fram the Effective Date to
such time of tian, & meluding
characterised as recovery of Petroleun Costs, Profit Petroleum, or otherwise.

“Profit Petroleum® means Profit Oil and Profit Gas.

“Revenues” means funds actuslly received by the Contractar Entities in respect
their respective shares af Petroleum from the Contract Area.

“R Factor” means a ratio caleulated:
R ey

where:

R= the R Factor;

x= Cumulative Revenues; and

¥ = Cumulative Costs.

Caacueamon of R Facron
2.2 Witkin 30 days fram the first day of each Semester starting on the 1" af January of the

Calendar Year lollawing the Calendar Year in which First Production accurs, the
Contractor shall calculate the R Factor as of the last day of the preceding Semester and

ity the G thereof.

From First Production until the end of the Calendar Year in which First Production
weears, the R Factor shall be deemed 1o be bess than one.

The Contractar shall inchude, in its notification in accordance with clause 26.2,
tomprehensive detail in respect of each af Ci it and
Cumulative Costs supporting each calculation of the R Factor.

© 2014 Kurdistan Regional Government, KRG
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265  The calculstion of the R Factor will apply to all Production Areas in the Contract Area far
until 3 mew A Factor caleulation has been made in accordance with clause 26.2.

Enimcements

266 From First Production and as and when Petroleurn is being produced:

(a}

(6

the Contractor is to be ibuted and all da Prafit
i atlan far the Ce in the Petral

Operations;

each C Entity is ta

the Contractor’s share of Profit

participating interest;

the Government Interest Holders are (o be attributed and allacated a

perce of Profit in with the par

interest of the Government Interest: and

each Contracter Entity shall pay Capacity Building Payments based on the value
of Profit Patroleum attributed to each Contractar Entity.

267 The total amount of Profit Petraleum which will be attributed and allocated to the

s

and the G Interest Holders fram First Production in sccordance

fa}

[ 5

for Pralit Dil, an amount equal te the quantities of Peiraleum resulting from
the ap of the r Be a5 io the daily
wolume of production of Profit O within the Contract Area at the
correspanding Delivery Point:

“R* Facter Total Amount
Rears1 A%
1<Reor=2.25 32 - [(32 -16) = {R-1)/(2.25-1)]%

R»225 16%
and

for Profit Gas, equal to the quantities of Gas resulting fram the apphication of
the relevant percentage as indicated below to the daily valume af produttion
af Profil Gai within the Contract Area at the carreipanding Delivery Paint:

“R" Factor Tatal Amount

Rzor=1 38%

1eRenr=2.75 [38 = [{38 - 19) & (R-1]/{2.75-1)] %
R»2.75 19%

268 Profit Petroleum which is attributed and allocated neither to the Contractor or
Government interest Holder in accordance with clause 26.7 s to ba attributed and
alloested to the Gavernment,

© 2014 Kurdistan Regional Government, KRG
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‘When the Contractor is unable ta calculate the R Factor for the relevant Semester
before an allocation of Profit Petroleum for such Semester must be made, then the
Contractor shall apply the allocation of Frofit Petroleum applicable 1o the previous
Semester. Upan the calculation of the R Factor for the relevant Semester:

fal if the attribution and allacation of Profit Petroleum in the previous Semester
and the relevant Semester is the same, then no adjustment shall be made; and

(8] i the attribution and of the Frofit in the twe § i
different, then the Contractor shall make any adjustments to the Parties’ and
Gavernment interest Holders” respective shares of Profit Petroleam to restors
them to the position that they would have been in had the R Factor for the

i 5 been from the start of such Semester.

Subject to clause 26.10.1, i the Contracter makes an error in the calculation of the R

Factor, resulting in a change in the Contractor's percentage share of Profit O, Profit

Gas, or both, the necessary correction shall be made and any adjustments shall apply
fram the Semester in which the error ocourred.

dha04  The Party having benefited from a surplus af Prafit Petroleum shall surrender
such surplus to the other Party, beginning from the first day of the Semester
following the Semester in which the errar was recognised.

Each lifting of Petraleum relating ta such errar by the Party receiving the
surplus shall nat exesed 25% of the share of Prafit Petraleum to which such
sarrendering Party is entitled.

Derveny ENTITLEMENTS

2612  Subject, in the case of Gas, to clause 14 |Notural Goi), each Contractor Entity is entitled
o receive at the Delivery Poini, toke in kind, and o export freely [t Individual share of
the Ci 5 to Profit in with Its par B
interest, and to retain Abroad any proceeds from the sale of all such Profit Petroleum.

Subject, in the case of Gas, to clause 14 |Notural Gas), each Government interest Holder
Is entithed to recelve ot the Delivary Podst, take (n kind, and to suport freely it individual
share of the G Interest in accordance with its participating
interest, and to retain Abroad any preceeds fram the sale of all such Profit Peiroleum.

The Contractar shall deliver quantities of Profit Petraleum due to the Gaverament at the
Delivery Paint,

Tithe and risk of loss o Profit Petroleum will pass to each Party and Government interest
Holder at the outlet Hange of the Delivery Paint.

The Gowernment is not entitled to increase the share of Profit Petroleum to which the
Govermment iy entitled in any Calendar Year Because of the Gevernment’s payment of
Incomes Taxes an behsil of all ar any Contractor Entities purssant to clavse 31.2.2,

© 2014 Kurdistan Regional Government, KRG
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1617 Atleast 21 days before Contractor's eitimated date of First Preduction and 30 days
before the first day of each Semester therealter, the Contracior shall deliver to the
Government the Contractor’s:

fal praduction forecast for the next four Semesters; and

k) farecast af the guantities of Crude Dil and Natural Gas to which each Party and
the Government Interest Holders will be attributed and allocated during the
next four Semesters.

The C hall ineach & nat jess than the forecast
guantity far such Semester.
Anwuar Prooucnios Rerant

2615 Within 90 days following the end of each Calendar Year, the Contractar shall prepare
and delwer an annual Mﬂ I‘lmhﬂ!ﬁﬂm“‘_

phama  The Cantractor shall set forth in such annual pr report the g

Crude Ol and Matural Gas 1o which sach Party and the Government interast
Holder is entitied to be attributed and allocated, the quantities of Crude Dl and
Natural Gas lifted by each Party and Government Interest Holder, and the
resulting over-lft or under-lift position of each Party and Gavernment Interest
Holder a3 a1 the end of such Calendar.

Cost RECOVERY FOR GOVERNMENT CosTs

2630 Any costs or incurred by the C or in respect to the lifting of the
Goverament's or Government Interest Holder's share of Petroleum will be Cost
Recoverable,

CLAUSE 27 = VALUATION AND METERING

VALuATION OF CRubi Di

271 The Contractor shall determine the value of Crude Dil produced in the Contract Area at
the end of each Month and each Quarter at the Delivery Point based on the
International Market Price.

“International Market Price” means the weighted aversge price per Barrel, expressed in
uss, by the ratthe ¥ Paint, by i ¥. during
the Quarter or Manth ending on the date of valuation for Arm's Length Sales of Crude
oil.

mar TheG shall provid to the G that the sabes of
Crude Oll for ol " tional Markat Price are Arm’s
Length Sales.

Any Dispute as to whether any sales are or are not Arm's Length Sales may be
referred by the Contractor of the Gowernment ta an Expert for deciion
puriuant 1o elauie 42,

© 2014 Kurdistan Regional Government, KRG
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In the event that there either is no fifting of Crude Oil in the relevant Quarter or
Manth, or no Arm’s Length Sales, the Price”
for such Quarter or Menth shall be the woighted average price per Barrel
obtained during that Quarter ar Month from equivalent sales of Crude Oil of
the same ar similar gravity and quality from other production areas in the
Kurdistan Region sold in markets competing with Crude Dil produced from the
Contract Area, taking into acooust gravity and guality differences and
transportation and other past Delivery Point costs.

For purposes of clause 27.2.1, the Government and the Contractor shall, pricr
ta the start of First Production, agree on a basket of Crude Dil from other
producers in the Kurdistan Region comparable to thase praduced in the
Contract Area and sold In the international market.

Prices obtained shall be adjusted to account for any variations such as quality,
specific gravity, sulphur content, ion costs, pr i
wariatians in price and demand, general market trends and ather terms of sale.

Vavsamon o Naruear Gas
273 The Comtractor shall determine the Iﬂl&.l Matural Gas the end of each Month and
each Quarter at the Delivery Point based on the actual price received from gas sales
contracts entered into in sccordance with clauie 14 [Natwral Gas).

Paoouction STATEMERT
7a Iyl!eln‘hyolmlluﬂ.,lhewmalpmﬂ-mmmhﬂ-

Government (together with the Capacity ¥ as
required by clause 12.7) showing the 1 af the value of Petroleum
praduced snd sold from the Contract Ares for the previous Menth, Esch sech statemant
must include:

(a}

MEaiuREmMENT

quantities of Crude Oil sald by the Contractor Entities during the preceding
Manth tonstituting Arm's Length Sales together with carresponding sale prices;

guantities ef Crude Ol sold by the Contracior Entities during the preceding
Manth that do net fall in the category referred 1o in {a) abave, together with
sale prices applied during such Month;

inventary in storage belanging to the Contractor Entities at the beginning and
at the end of the preceding Month; and

guantities of Gas sold by the Contractor Entities and the Government together
with sale prices realised during the preceding Month.

7.8 The G

hall all at the Delivery Point in accordance with Best

Practices and Applicable Law,

213531 TheC shall install all

1182 The meters must be to fiscal meter standards in sccordance with Best Practices.

© 2014 Kurdistan Regional Government, KRG
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The Cantractor shall periodically inspect and test the accuracy of the
e L] wiing means and methods in accordance with
Best Practices,

All shall be to a pressure of 14.73 pounds per sguare
inch and a temperature of 60° Fahrenheit.

The Gewernment may st any time inspect the metering equipment initalled by the
Contractor and all records, charts, measwrements, and test Data at all reasonable times.

If any i d or not funttioning properly, the Contractor shall
pramptly natify the upan the i thereof and use all reasonable
endeavours ta repair, adjust, corfect, o replace it pramptly (and in any event within 15
daya).

1151 The “Adjustment Date” means the last date that the metering equipment was
known or agreed to have been measuring correctly, or if not known or agreed,
the date that is midway the date the d i and the
Last date the eguipment was known to have messured correctly.

The results fram the defective equipment shall be disregarded for the periad
fram the Adjustment Date until the date the e BQuip i ired ar
and the nt for such period shall be estimated:

=) If check measuring s and reg ¥
then by wsing the measurements recorded by such check measuring
equipment;
if chetk measuring i nat or nat
accurately, then by correcting the error if the percentage of error iy

or
if neither method is feasible, then by estimating the volume or
guantity defivered {or both) based on deliveries during the preceding
comparable period of time when the metering equipment was
registering accurately.

The Parties shall resclve 2ny Dispute ariving under this clause 27 by Expert
in ee with the g of clause 42,

CLAUSE 28 ~ SALES ASSISTANCE

© 2014 Kurdistan Regional Government, KRG

The Gowernment may 2t its opticn and upon at [=ast 90 days” prior notice reguire the
Contrattor to market all or part of the Government's share of Crude Oil produced fram
Qil Fields in the Contract Area. In such event the Gavernment and the Contractor shall
ENLEr inlo an dppropriste sgency contr e international petr
practice.

#s soon a3 passible after receipt of any ice from the under clause
181, the Contractor shall provide the Gevernment all information svailable to it
il af the t's Crude Oil, the price therefor, and

"8 P
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other terms and conditions of sale. With transmittal of such inform ation Contractar shall
specify the time within which the Government must determine whether or not
Contractor shauld proceed with such sale.

The T ‘s L in respect. | Gax are gowerned by clavse 14
[Wotural Gas].

CLAUSE 29 ~ CURRENCY; FINANCIAL PROVISIONS

The WSS shall be the unit of currency for ol payments (whether revenue or cost),
bockkeeping, racerds, the Accaunts, reporting. and all ather purpases under this
Contract.

Cumnency CONVERSION

Payments in currencies other than USS shall be translated into USS it the average dally
selling amd buying rates of exchange of the Calendar Month preceding the Calendar
Manth in which the due date for payments falls, a3 such average rate can be caleulated
from the aforesaid daily rates of exchange published by the Central Bank of lrag.

ARy Eufrency conversion to be made under this Contract shall be at the exchange rate of
the Central Bank of rag, provided such eschange rate applied to the Contractor Entitles
shall not be less favourable than the rate offered by other private, commercial or
industrial banks in the international market. In the absence of the Central Bank of Irag

o in the svent that the Central Bank of iraq is unable to provide the relevant exchange
rate, any currency conversion to be made under this Contract shall be at the exchange
rate of 3 reputable commercial bank carrying an business in the internationsl market
and sppraved by the Parties.

The C hall any gain fram the of cufrenty as revenue
and eredit such amounts to the Atcounts, and any loss will be Cost Recaverable.

Parsenrs; No OFFser AGANST GOVERNMENT

95

© 2014 Kurdistan Regional Government, KRG

A Party making a tathe G including to the Capacity Building
Account of to any revenue sharing account as agreed between the Government and the
pavernment of the Republic of Irag, vhall: (a) make such payment in USS an or betare
the date when due in cleared funds by wire transfer from s reputable bank in

with wire by the and (b} shall pay ail
payments withaut {and fres and clear of any deduction for) set-off or counterciaim .

a4 Wany payment i due to be paid to the Government an a day that is not an
International Banking Day, then the payment will Be dus an the next fellawing
International Banking Day.

If & Party fails to make any to the when due, such Party
shall pay interest on such unpaid amount, compounded maonthly, at the Agreed
Rate fram the date when due ta, bul not including, the date when paid.
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Each Contractor Entity acknowledges and accepts that a fundamental principle
of this Contract is that the Cantractor and each Contractor Entity must pay
amounts owed by it a3 and when required.

Each Contractor Entity waives any right to raise by way of set off or invoke as 2
defence to ity 1o miske any pay to the Government as
required by thin Contract, whether in law or eguity, any failure by the
Gavernment ar any Contractar Entity to pay amounts due and awing under any
elaim the Operator, a Contracter Entity, or any other Person may have against
the Government, whether such claim arises under or relates to this Contract or
otherwise.

The making of any payment to the G or tha P or use of
any payments by the Government, does not impair the rights of the Cantracter,
any Contractor Entity, ar the Government under clause 15 or English law.

Each Party receiving a payment from another Party under this Contract shall,
upan receipt of a notice areceipt . and| o provide
the other Party with a notice of receipt of such payment,

Upan receipt of an i ian and wire @ for from the Gavernment and
in the event of the extablishment of a fund for revenue sharing between the federal
gavernment of irag and other reglans (inchuding the Kurdistan Reglan) and governorates
of irag, the Cantractor shall pay inte such fund:
fa} any Rayaity payable in cash due to the Go pursuant to [

of clause 24;
ibj pracesds from the sale of any Crude Ol undertaken by a Contractor Entity an

behalf of the Government pursuant to clause 28 to which the Government is
entitled pursuant to clause 26; and

ie) all Production Bonuses.

Cumnincy AsiUnANCES

© 2014 Kurdistan Regional Government, KRG

8.7

Each Contractar Entity shall at all times be entitled to freely convert into USS or any
other foreign currency any Iragi dinars received in the framewark of the Petroleum

Operations and to freely transfer the same Abroad. The conversion rate shall be as

pravided under clauves 29.2 and 26.3.

Each Contractar Entity shall have the right to be paid, receive, keep, transfer, and use
Abroad, without any restrictions, all proceeds of its share of Petroleum.

Each Contractar Entity and its Subcontractors shall have the right to freely open and
Bank for P DOperstions within or outside the Kurdistan
Region and other parts of brag.

Each Contractat Entity shall have the right te pay in any freely convertible currency all its
fi I for the Petrol Op and to Ft these currencies to

Iragi dinars in any bank in the Kurdistan Region ar alher parts of Irag, at the same
exchange rate as provided under clauses 29.2 and 28.3.
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Each Contractar Entity shall have the right, withaut any restrictions, to freeby repatriate

Abroad ard to freely dispese af:

fa} any in the Region or other parts of irag from the
sale of Petroleum;

[151] any proceeds received from other operations and activities carried out under
this Cantract in the Kurdistan Region or other parts of Irag.

Each Contractar Entity shall have the right te pay in any loreign currency its
and its te either in the Ki Region, ather parts
of Iraq, ar Abroad.

ari  Subcontractors and Expatriate personnel shall be obliged to tranifer ta the
Reglan the ameunt of fereign currency required for their local needs and shall
have the right to repatriate and the proceeds of the sale of their belongings in
accordance with the regulations in force in the Region.

Each C f Entity’s AR 5 3 and thei g 1 shall equally
benefit fram the same Fghts as such Cantractar Entity and its personnel a3 regards this
clause 25,

2081 Where the O ar any vrs of O ', has the
full and proper discharge by any Expatriate Employes engaged in Petroleun
Ogeraticns of his lability to the personal Incame Tax under Kurdistan Region
Law, that employee will be entitied Lo raceive the whole or any part of his
remuneration in the country in which he is normally resident,

In respect of the assurances provided in clauses 29.6 throwgh 29.13 the Contractor shall
comply with the procedures and formalities required by Applicable Law in respect af
Toreign exchangn,

CLAUSE 30 = CusTOMS

© 2014 Kurdistan Regional Government, KRG

Al serwices, Assets and Materials, vehicles, tools, spare parts, consumables. products,
and ather [tems Imported into the Kurditan Region by the Contractar, any Contracter
Entity, its Affiliates, any Subcontractor ar any agent of any of the foregoing. for use or
consumption in the Petroleum O perations shall be admitted free and exempt fram any
and ol Taxes an impart.

a3 The any Entity, its e, s Sub and any
agent of any of the foregaing shall have the right te re-export from the
Kurdistan Region, free from all Taxes an export, any Assets and Materials,
equipment, goods, machinery, vehicles, taols, spare parts, consum ables,
praducts, and other items that are na langer required for the Petrolesm
Operaticns, except where title has passed 1o the Governmant in sceerdance
with clause 20.

The Contractar, any Contractor Entity, it Affiliates, any Subcontractor, and any agent of
any of the faregoing, and the employees of the G ac Entity or its
Adfiliates, and Sub 3 their family shall have the right to
freely import inta the Region and other parts of Irng and re-eapart fram the Kurdistan
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Fegion and other parts of irag any personal belongings and furniture free and exempt
fram any Tazes on import of export. The sale in the Kurdistan Region and other parts of
Irag el 1 wgings and furniture of Expatri ply with

Region Law.

Each Contractar Entity and its Affiliates shall be entitled to freely export {subject, in the

case of Matural Gas, to clause 14} fram the Kurdistan Region, free of any Tases, any
Petreleum ta which it is entitled pursuant te the provisions of this Contract.

The shall y the C any © Entity, its any
Subcontractor or any agent of any of the foregoing, and their p el their
family members} for any impaort or export Taxes referred to in clavses 3001, 30.2 or 30.3.

CLAUSE 31 - TaxES

© 2014 Kurdistan Regional Government, KRG

Except 83 enprestly provided in this clause 31, and without prejudice Lo the exemptions
expressly provided for in clause 30, each Contracter Entity, its Alfiliates and any
Subcontractor shall, for the entire duration of this Contract, be exempt from all Taxes as
@ result of its income, Assets, and activities under this Contrace.

aa The shall ind ify each C [Entity upon demand againat
any llability to pay any Taxes assessed or Imposed upon such Contractor Entlty
which relate to any of the exemptions granted by the Government under this
clause 31,

Each Contractar Entity will be subject to income Tax an its income from Petroleum
Operations.

3121 Each Gy Entity shall, in with Law, provide 2
return Lo the appropriate K Regian tax in d with
Eurdistan Region Law of 1t income subject to Income Taw, Logether with o
calculation of the amaunt of iIncome Tax due.

The G shall pay Tau directly to the applicable Kurdistan
Regian authorities for the acoount of each Contractor Entity in accordance with
the Contracter Entity’s tax return. The Government shall pay such Income
Taxes from the Government's share of Profit Petrolesm,

The Government shall, within 30 days after the end of each tax year, provide to
each Contractor Entity tax receipts fram the appropriate Kurdistan Region
autharities the im full of the C Entity’s Income Tax
for such tax year and that no Income Tax |y owing.

As of the Effective Date, the Income T fo r i Region Law
is 15% of taxable income.
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Each Contractar Entity, Rs Affillates, and foreign Subcantractor shall be exempt lrom any
withhalding tax on any interest or paid by such Entity, AMiliate, or
Subcontractor.

Eaﬂtmmr'inmﬂ its Affiliates shall be exempt from Additional Profits Tax,
Surface Tax, and Windfall Prefits Taxes. as sach of the foregoing is relferred to in clause
A0 af the Kurdistan Region Ol and Gas Law, of any sucoessar equivalent Tas.

WirHHOLOMNG FOR g MaTioMALS

316 EachC t Entity pay or {and shall cause each Subcontractor to pay
or withhold) the personal income Tax and social security contributians for which such
= Entity or Is ablig ta pay or withhold in respect of s
who are Iragi ta the Law of Taxation [Law No. 5 of 1658)
and atherwise in with A Law. & Cj Entity or
is only obligated in respect its awn employees wha are Itagi nationals, and & not liable
under this clauee 316 with respect to employees of any ather Person.

Dousie Tax Theanies
317  Double tax treaties, to the extent ised by the G ai effective in the
Region, will have effect to give relief from Taxes to, but nat limited ta, the Contractar
Entities, Subcantractors, and thair respective employees in sccardance with the
pravisions of such double tax treaties, but will not impose an additional burden of
on any such G Entity, tar, or

VAT Codt RECOVERT

BLE Any Tax that s a value sdded ar similar type of Tax will be connidered as 2 Petrobeum
Cost and will be Cost Recoverable, il not otherw ise recovered under Applicable Law,

Inperennes T DBLGATIONS.
31.9  The provisians of this clause 31 apply v to each C Entity. There is hio
liability, duty, ar abligation referred to in this clause 31 that B a joint and several lability
of the Contractar Entities together.

CLAUSE 32 - BONUSES; CAPACITY BUILDING PAYMENTS

Carnciry Builing Bosus.
321 Within 30 days of the Effective Date the Contractor shall pay USSE65,000,000 [the

“Capacity Building Bonus®) ta the Govermmment far deposit in the Capacity Building
Account.

Proouction Bowuses
322 Each( t Entity ta the &
32.8 and 31.5 separately for, and in respect of, each
pursuant to clauses 32.4 and 32.5), each o
“Production Bonuses®).

© 2014 Kurdistan Regional Government, KRG
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Far of cal he eumul amount of prod in order to determine
whether a Praduction Bones is payable, Matural Gas BOE: (a) does not inchede Natural
Gas uved for Orp 1] Il but () does inclede Mared
pas.

In respect of production of Crude Oil and Natural Gas from the Contract Area the

Contractor shall pay the follawing Prod, B to the G within 30

days of the following relevant cceurrence:

(a} U%5$2,500,000 on First Production;

ib) US55,000,000 when production reaches a cumulstive amount of 10,000,000
Barrels of Crude OF and Natural Gas BOE;

(3] US510,000.000 when production reachas a amount of 25,000,000
Barrels of Crude Ol and Natural Gas BOE; and

id) US520,000,000 when production reaches a cumulative am ount of 50,000,000
Barrels of Crode Od and Natural Gas BOE.

326 EachC 1 Entity Capacity
accordance with clauses 32.7 through 32 16(b).

srka  Each Contractor Entity ia separately liable (and not jeintly and severally liable
with any other Contracter Entity) 1o the Gavernment for L obligations, dutlas
and liabilities under clayses 32.7 through 32.16{b).

On or befare the 107 day of each Maonth in the Development Pericd, the Contractor
thall provide ta the t, ther with the pr
prepared by the Contractar in acoordance with clause 27.4 and paragraph 6.1, and the
menthly in with clause 25 and paragraph 7.0, a

(Ene “Capacity F h | setting out the
Contractor's calculation of the Capacity Value to each C
Entity for the preceding Month.

654 In each Capacity i Pay Manthly the shall
detail each item taken into account in making its cabeulation of the Capacity
Building Payments due from each Contractor Entity, the quantities of Profit
Petroleum produced during the Month covered by such Capacity Building
Payment Monthly Statement, the volumes of such production sold, the
Capacity Building Valug attsibuted te such sales, and the Capacity Building
Payment required to be paid with respect therets by sach Cantractor Entity,

Except as provided in clanses 31 B.1 and 32 8.3, and subject to clause 785, on the same
date on which the Contractor pravides the Contractor Entity’s Monthly Statement to the
Government in sccordance with clause 317, each Contractor Entity shall pay to the

s g Payment stated as awed by such Contractar Entity in
the Capacity Building Payment Manthly Statement.

s1e1 i the Contractor Entity has sold its Profit 1! o (a] the ara

Public Company |or a company of an ertity owned and controlled, directly or
indirectly, by a Public Company or the Gavernment|, or [b) the State Ol
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Marketing Organmation (SOMO) or any Persan owned ar cantralled by the
Government of irag, then (c] the Contractar Entity will only be abligated to pay
the Capacity Bullding Payment when and to the extent the Contractor Entity has
received payment by such Person.

Clauze 32.8.1 does not apply when a Contractor Entity cells its share of Prafit
Petraleum to any Person not identified in clause 3281,

Within 30 calendar days following the date on which the Contractar delivered the Final
End-of-Year Statement (as defined in Paragraph 10 of Annex B] to the Government for
each Calendar Year in aceardance with clause 26.19 and paragraph 10 of the Accounting
Pracedure, and based on the information in such Final End-of-Tear Statement, the
Contractor shall provide to the Government, in respect of each Contractor Entity, o
reconcilistion of the aciual saggregate amount of the Capacity Building Value and the
actusl aggregate of the Capacity Building Payments payable by each Contractor Entity
for such Calendar Year period {the “Annual Reconciliation Statement”).

srea M the results of an Annual R il 5 shaw thata C
Entity was, in the aggregate over the Calondar Year period covered by the
Annual Reconcilistion Statement, obligated to pay Capacity Building Payments
in an amount less than the sctual aggregate Capacity Building Vilue attributed
ta such Contractor Entity for such Calendar Year periad, within 30 calendar
days follawing the same date on which the Contractor sent the Annual
Re I ta the such Co Entity shall pay
[subject to the same exceptions as provided in clauses 32.8.1 and 32 8.2 the
amount of the underpayment as shown in the Annual Recanciliation
Statement.

Subject to clause 32.9.2.1, i the results af an Annual Reconcillation Statement
show that a Contractor Entity has, in the aggregate over the Calendar Year
period covered by the Annual Reconciliation Statement, made Capacity Building
Payments in excess of the Capacity Building Value attributed to it during such
Calendar ¥ear period, such Contractor Entity may submit an invoice to the
Gavernment for reimbursernent of excess Capacity Building Payments.

32.8.2.1 The Contractar Entity must send an invoice to the Government within
B0 days following the date of the Annual Recanciliation Statement. If
the Contractor Entity fails to send an invoice within such 60-day
period, the Cantractor Entity will be considered to have waived any
claien for reimbursement.

Within 30 days of receipt of such invoice, the Gavernment shall either:
[a} pay such inveies in full, ar (b} notify the Contractor Entity that the
Contractor Entity will be entitled to dedwct 15% of the amount
otherwite payable from the nexi following Capacity Building Paymenis
until the amount of the invoice has been paid in full,

The right to receive payment under clanse 32.9.2.2, either in full or by
way of set-aff against future ¥ s provided in
this clause 32.9, will be a Contractor Entity’s only remedy in respect of
any overpaymant of Capacity Building and the G
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will hawe no obligation to make any reimbursement or ather
compensating payments to an affected Contractor Entity.
The Gawernment may enter inte ong or more Rights Sakes without the consent of the
Contrsctor or any Contractor Entity.
sriei  The Government shall provide timely notice to a Contractor Entity of any Rights
Sales to the extent that such Rights Sale may requine the Contractor Entity to
make Copacity Building Payments to an account other than the Governmant or
the Capacity Building Account.

520z A& “Rij means an Assi of the Gavernment's rights to receive the
Capacity Building Payments.

Subject to clause 32,12, and natw g any wther of this Contract, any
lifting agreement, any sales or t, or amy other ag ifa
Contractor Entity fails to pay a Capacity Building Payment in full when due, the
Goverament will autematically be entitled. on Aot less than 60 days’ prior netice ta the
defaulting Contractar Entity and the Contractor in the case of the first defaul. and not
less than 30 days' in the case of any subsequent default, ioc
fal lift, at the Delivery Point, such amount of the defaulting Contractor Entity's
Prafit P as iz eg the value n default; and
k) eontinue to §ift up ta 15% of such defaulting Cantractor Entity's Profit
for the Inder ef the Develop Periad,
sza11 The rights of the Government to sell or otherwise dispose of Natural Gas will be
subject to clause 14,

A defaulting Contractar Entity will have a single cure period of 30 days only in respect of

les first default,

s2az1 M the defaulting Cantractor Entity pays the defaulted Capacity Building
Payments in full plus interest at the Agreed Rate within such 30-day cure
period, the Gavernment shall not exercise its lifting rights under dause 32.11 in
reapact af such defaulting Contractar Entity,

in the case of any subsequent default by the same defaulting Contractor Entity,
the Government may exercise its right to lift, whether or not the defaulting
Contractor Entity cures its default within the 30-day cure period or otherwize.

The lifting rights of the Gevernment pursuant to clauses 32.11 and 32.12 are exercisable
by way of set-off, without first resort to legal process, and without any lability or claims
of o Entity, the C the O or any other Person,

and notwithstanding any ather provision of this Contract, any provision in any lifting
agreement, any provision of any Joint Operating Agreement, or any other agreement to
which the C: ar @ Entity is a party,

52131 Each Contractor Entity shall ensure that all agreements in respect of the lifting
or sale {including swaps or other sales arr af Profit of
such Contractor Entity sets forth the Government’s priority rights as set forth in
clauses 32.11 through 32.13.
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31332  Ary Dispute between a Contractor Entity and the Government in respect of a

elaim that the Governmant, in exercising its rights under clauses 32.11 thraugh
32,13, will be subject ta:

b resclution in accardance with the lifting agreement among the
Comtractor Entities and the Government in the same manner as any
other overlift or underiift is ta be resolved between the parties
thereta; and

B} clause 14 in respect of Natural Gas.

3214 A defaulting Contractor Entity shall indemnify the Government from any Loss or Expense
that may in any way arise from the exercise by the Government of its rights in respect of
such defaulting Cantractor Entity under clauses 32.11 through 32.13,
3ra41  The Government will retain control over the defence of, and any resolution ar
settiement relating ta, such Loss or Expense.

sraar A defaulting Contractar Entity shall with the and

ir1e4

provide in g any claims againit the Government.

4 elaim for a Loss or Expense as set forth in a notice from the Government to 8

ing C Entity will be i to be & Loss or
Expense if the Contractar Entity fails to dispute the Government’s liability by
the end of 8 30-day period followsng the eflective date of the notice frem the
Gavernment. The Centractar Entity shall promptiy pay the deemed Loss or
Expenze on demand,

The Government’s rights under clauses 32.11 through 32.14 are not eaclusive
and are without prejudice to any other rights or remedies the Government may
haye under lsw or this Contraet.

Any Dispute between the Government and a Contractar Entity in respect of the
calculation of Capacity Building Value and the Capacity Buiding Payment due with
respect thereto that cannot be settled amicably within 60 days of the Government's
Tinsl notice under clause 15.7 is subject to resalution by an Expert in accordance with
clauses 158 and 42.

Carncimy BuiLoing Acoouwt
32.16 Tothe extent petmitted by Laws of the Kurdistan Region or a3 otherwise agreed with

thie

af Irag. the G will:

(a}
L]

© 2014 Kurdistan Regional Government, KRG
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periodically publsh reparts of the Government’s application of funds from the
Capacity Building Account in sulficient detail to identify the projects te which
the Government has applied the funds therein.

Mo Cost REcovey

32.17 Na Capacity Building Bones, Prad uction Bonus, or Capacity Building Payment will be
Cast Recoverible.

CLauSE 33 - PIPELINES

LT T T
331 The Gowernment shall abtain any required Permits for the transportation of Crude Oil in
the Kurdistan Region and in Irag, as well 23 any necessary Permits and easement rights
for the construction of any pipelines and related f: far the
Operations.

q

The Gowernment undertakes to transfer to the Cantractor its rights for transportation of
Crude Ol by pipeline, to the extent af and in the and |
interest The Contractes i entithed to design, construct, operate, and maintain pipelines
and any related facilities in the Kurdistan Region for the transpartation of Crude Ol
praduced under this Contract,

Prior to the construction of any Crude O pipeline and related facilities as prowided in

tlause 332, the Contractor shall submit the ing inf on o the:
Committes in respect of any pipeline project:

fa} propased pipeline route and related facilities;
(1] forecasted pipeline flow rate and capacity;

(3] estimate of capital costs and operating costs of the pipeline and related
Facilities;

prapased financing schadule;
construction schedule;
general technical description of the pipeline and related facilities;

construction plans and tests;
preventive measures for damage to the environment and third parties; and
any other information relating to the pipeline project.

« shall ne all the abawe i
o0 days, apprave of disapprove the propesed pipeline project.

Subject to the-ln age and pipeline crude oil minimum quality
the L shall parties to t their

through any Crude Dl pipeline constructed by the Cantractar on terms to be agresd

between the Cantractor and such thind party.

8paa  Such terms must ba reasonable commarcial terms and must not dacriminate
ameng potential third party users.
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http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18 2/2



2/11/2014

© 2014 Kurdistan Regional Government, KRG

PSC - Repsol - 26/07/2011

3342 The G hall slways have prierity of sccess to such
pipelines.

All posts associated with the design, P . and of Crude
Oil pipelines and related facifities by Comtractor upstream of the delivery point of the
pipeline snder this clause 33 {"Pipeline Costa™| will be Cost Recoverable.

The C the abaclute right, without any excegtians and for the entive
duration of this Contract, to use, free of Tax or tarill imposed by the Government, any
Crude O pipeline Facilities d by the Contractos in accordance
with this clause 33 to: fa) transport Crude Oil prod uced from any Prod uction Area and
[b) aperate and maintain such Crude Oil pipeline and related facilities.

Al ts it snd ather payments vo the Contrsctor from third party shippers (which include
all payments in respect of ship or pay obligations) for use of any pipeline and related
facilities under this clause 33 shall be applied ta the recovery of Petrolewm Costs until all
Pipeline Costs have been fully by the C ta the p ions of
this Contract.

8871 The Government will anly be entitled to receive tariffs paid by thind party
shippers for their use of the Crude Ol pipeline and related facilities after
Pipeline Costs have been fully recovered by the Contractar,

Except as provided in clouse 33.7.3, the Incremental costs of providing
transportation services for thind party shippers up o the transpartstion
delivery point will be considered Pipeline Costs and will be Cost Recoverable.

Incrernental costs will not be Cost Recoverable in respect of payments ta
shippers for lost or d for Crude Oil, damages for breach
of coniract, costs and |labilities from Crude O purchase coniracts, non-
eontractual liabilities, personal injary, third-party environm ental claims, and
any other form of expense that is not a direct operating expense.

Upan recovery by the Contractor of all Pipeline Cadts, the operating and maintenance
costs of any pipeline and its relabed facilities shall be borne by the Cantractor, be
considered Petroleum Costs, and will be Cost Recoverable.

The Gowvernment shall have the same rights as the Contractor for use, free of charge, of
any pipeline and related facilities constructed by Cantractor under this elause 33 for the
traniportatian al the share of P I to which the G Iu entitled undar this
Contract.

The C: the cost of ion and af any Crude il
pipeling and related f; ted by C wnder this clause 33 and all risks
of accidental lods of damage to such pipeline and related facilities while they are
required for Petroleum Operations.

Tithe ta pipelines and related facilities in the Kurdistan Region belongs ta the
Government.
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The Cantractar has no right and i3 not autharsed to constrect Natural Gas pipelings ar
to ship Natural Gas, except in accordance with an agreed Domestic Gas Plan or an

agreed Gas Export Plan and related L related
facilities for the transportation of Natural Gas are governed by clause 14 |[Notural Gas].

CLAUSE 34 - UNITISATION

341

If 2 Reservoir extends beyond the Contract Area into an adjacent area (an “Adjacent
Contract Area”| which i the subject of ancther Petroleum Contract |as defined by the
Kurdistan Regian il and Gas Law ], of in the event a Reservair of an Adjacent Contract
Area extends inta the Contract Area, the provisions of clause 47, Paragraph Secand, of
the Kurdistan Region Oil and Gas Law will apply.

The Contractar must agree with the contractar of the Adjacent Contract Area upan a
chedule for hing t af the terma of the unitisation of the Reservair, based

on reliable technical, 1, and I and i with
Best Practices.

CLAUSE 35 = INDEMNIFICATION: INSURANCE

Subject to the other provisions of this Contract, the Contractor, in its capacity as the
entity for the of the 0 within the Contract
Area, shall be llable to thied pariies to the extent provided under Applicable Law for any
Loss snd Expense coused to such third parties in the aof Petrol 0

the other p of this Cantract and except as provided in clause
35.2.1, the Contracter will not be liable bo the Government of a Government Interest
Holder, or any governmental authorities, bodies, courts, or palitical subdivisions in the
Kurdistan Reglan lor any Lois or Exp g frem the C 'y of
Petrolesm Operations (ether than persanal injuries, industrial illness, or death).

3521 Clause 35.2 does net apply in respeet of any Loss or Expense arising out of or
related to (a) the wilful m oF grass of the af
ibla rial tailure to cond mo ons in d with the
terms of this Contract.

© 2014 Kurdistan Regional Government, KRG

The Contractar shall indemnify the Gavernment against all Loss and Expense arising
under any claim, demaend, sctian, or proceeding brought or instituted sgainst the
Government by any:

[a} emplayee of the Contracter or of any Subcantracter ar by any dependent
thereof, for personal injuries, industrial illness, death or damage to persanal
property sustained in connection with, related to or arising out of the
perfermance or non-perlormance of this Contract regardiess of the fault or
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negligence in wholbe or in part of any entity or individual other than the
Gaversment; and

[14] a with respect 1o ali elaims, actions, o pi s made by third
parties or

The Governm ent will retsin control aver the defence of, and any resolution or settlement
relating to, all claims, d da, actions, or dings made by third parties, including
any employee of the Contractor or of any Subcontractor or by any dependent thereol.

3541 TheC shall the and pravide
i in i actions or made by
third parties, including any employee of the at af any & actor
of by any dependent thereel, againit the Government.

& claim for Less ar in of any claim, action, or
proceeding made by third parties against i made
by any em play f the C or any or by any depend
thereof], a1 set forth in & notice from the G to the C will be
conclusively considered a Loss o1 Expense payable by the Contractor i (a) the
Contractor consents thereta, or (b) the Contractor fails to dispute the
Government's Eability, in whale or in part, by the end of a 30-day petiod
Follawing receipt of the aotice from the G ta the C _The
Contractor ihall prom ptly pay such Loss or Expense an dem and.

The C all 'y steps to respand to, and shall promptly natify the
Government af, all emergency and other ewents [including personal injuries, explosions,
leaks and spills), oeeurring in relation te the Petroloum Operations which are couning or
likely to cause marerial environmental damage ar material risk to health and salety.
Such notice shall include a summary description of the circumstances and steps taken
and by the © to emedy th

8814 The Cantractor shall provide wuch additional reports to the Gavernment a3 are
reasonably necessary In respect of the effects of such events and the courss of
all actions taken to prevent further loss and to mitigate deleterious effects,

In the event of emergency situations as set out in clause 35.5 and at the request of the
Contractor, the Government shall assit the C to the extent possible in any
emargency raigenie, remadial, or repair atart by (8] making available any labaur,

and ipment in q by the T that are
nat ise readily ta the C and (B} the taken
by the Contractor ta bring into the wtan Region and Materials
ta be used in any such W af dial af repair effort.

8861 The Contractor shall reimburse the Government's reasonable and mecessary
costs incurred in such efforts, which reimbursed shall be ed
Petroleum Costs and will be Cost Becoverable, unbess the emergency was
caused by the gross negligence or wilful misconduct of the Contractor ar a
breach of the C h )
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3562 Amy assis that the pravides will Be with and in
addition ta any indemnilication rights the Goverament may have under this
Cantract or Applicable Law.

Comsequenmial Damasss Limitation

357 Exceptas ¥ prowi na Party will be lable te another Party under
the Contract for of in respect of any inditect, incidental, consequential, of exemplary
loss or damages, including with respect 1o the Contractar, any liabillty or dsmages with
respect to actual or alleged damage to any Reservair within the Contract Area (and any
extension of such Reservoir outside of the Cantract Area), and any loss of Petroleum
praduction by the Contractor, unless caused by the wiliul misconduct or gross
negligence of the Cantractor,

The G and in any i
Region Law, in actordance with Best Practices, and any
which | i

cover far:
fa} loss of and damage to Assets and Materials; and

ib) persanal injury, damage to third parties, and pollution caused by of afiging
fram Petroleam Operations.

The Contractar shall ensure that all insurance policies shall name the Government as an
additional insured party and include a waiver of subrogation protecting the Gevernment

Lass ar ig from any Petrolesm Operation conducted by or on
behalf of the Cantractor under this Contract, to the extent that the Contractor i liable
Tor such Loas or Expense under this Contract.

3881 TheC is mot cover for any claims
arising from or wilful mis of the Government or of any
Public C af any of their respactiy ab s af 1.

Upan the Government’s written request, the Contractor shall provide the Gevernment
ith im cer g v details, for any insurance pelicy
maintsined by the Contractor.

Each Contractar Entity shall be responsible for the filing of all claims made under any
policy by such € Entity which relates to this Contract,

Any premiums and payments relating to such insurance policies [other than political risk

insurance] shall be considered Petroleum Costs and will be Cost Recoverable.

In any nsurance policy which is required by this Contract, the amaunt for which the
Cantractor itaall |3 Nable will, in the event af any insurance chaim, be considered @
Petrolesm Cost, and will be Cost Recoverable. Political risk insurance i never Cost
Recoverable, unless such uninsured amount is contrary to Best Practices or Applicable
Law.
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CLAUSE 36 = RECORDS; CONFIDENTIALITY

The Contractar shall keep all records, Data and information relating to the Petroleum
Operations in accordance with Kurdistan Region Laws and Best Practices.

Upan the Gavernment's written request, the Contractor shall pravide the Government
with samples of any recks or any other temy extracted during the Patroleum
Operatians.

The Government chall hawve tithe to all Data and information, whether raw, derived,
d, interpreted of analyied, ab d p to this Cantract.

Each Contractar Entity shall have the right, without any limitation, to send Abroad
topies of all reports and Data, magnetic tapes and ather Data relating to the Petroleum
Dperations. Magnetic tapes or other Data, the ariginal of which must be anakysed and
processed Abroad, may be transported out of the Kurdistan Region.

Ay repr by the ‘and notified to the Contractor shall,
upon reasanable priar writien notice, have reasonable access to any information and
Data relating to the Contract Area in the possession of the Contractar which the
Contractor is obliged to provide to the Governiment pursuant to this Contract. It is

d d that, when such right, the Government shall ensure & does not
unduly interfare with or hinder the Contractor's rights and sctivithes.

The € the G nt with all reparts,
tapes, Data, and ather infarmatian:

la} a1 it is abliged to grovide the Government pursuant to this Contract; and

(b} upen the request of the and upen of this Contract, in
respect of Op a by the Gavernment.

Except & provided in clavie 36,8, sach Party ahall [a] keep all Data and information
relating to this Cantract and the P Operations during the entire
term of this Contract and (b} not divulge or disclose such Data or information ta third
parties without the specific consent of the other Parties, such consent not to be
unreasanably withheld or delayed. The fo i lity obligats nat
apply to inlormation or Data which:
ia} is or, through no fault of the disclosing Party, becomes part of the public
domain (infarmation knawn to other contractors in the Kurdistan Region or
lsewhere is not v in the public d in).
i knawn ta the recipient at the date of disclosure;
is required to be furnished in complisnce with any Law applicable to it, by &
with ot such Party or its
Affiliates, by & court arder or any other legal procesdings with jurisdiction aver
such Party ar an Affiliate; ot
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s required to be disclosed purseant to the rules or regulations of any
government of recognised stock exchange having jurisdiction aver a Contractor
Entity or an Alfiliate,

Notwithstanding the foregoing in clause 387, in accordance with Best Practices and

subject to clause 368 1, such Data and information may be disclosed to:

fa} Affiliates of each Cantractor Entity;

k) ployees, officers and ol each € Entity and their respective
Afiliated C for the af the Dperations, subject ta
each such entity taking customary precautions to ensure such information is
keat canfidential;

Eonalltants or agents ritained by sny Contracter Entity o ita Affiliates for the
pose ol g ar g infarmation or Data;

banks or ial i ined by any C Entity or its

with a view to firancing Petroleum Operations, incleding any professional
eonsaltants retained by such bank or financial institetion;

bona fide ignees of a par interest under this Contract
{intluding any Persan with whom a Contractar Entity o an Affiliate of such
Contractor Entity are conducting bona fide negotiations directed towards a
merger, cansolidation ar the sale of a material partion of its or such Affilate’s
equity cwnership interesta);

ior sctual Sub. and d by a Party where
disclosure of such information is essential 1o such Subcontractor's or supplier's
agreement to work far such Party; and

any other Person of entity with the prier consent of the non-discloding Party,

Na Cantractor Entity may make a disclosure pursuant to clauses 36 8 [}, {d),
(&}, or [f}, unless the recipient has entered into a confidentiality undertaking no
Iess ing than the provizions hereaf.

Any Data and information relating 1o relinguished or surrendered areas under this
Contract shall became the exclusive property of the Government. The Government will
have the right to use such Data and information far any purpoze, and in particular far
the purpose af p sueh rali areas, Each O Entity shall be
entitled to keep copées of such Data and information and to use such Data and
Infarmation for any purpese.

Subject to the provisions of this clause 36, the Contractor may not sell nor exchange any
Data related to Petraleum Operations without the approval of the Government, which

approval shall not be unreasonably withield or delayed where, in the Contractor's
reasonsble opinion, such sale or ge would benefit o
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CLAUSE 37 = ENVIRONMENTAL ; WORKER SAFETY AND HEALTH

37.1  The Conmtractor shall carry out Petroleam Operations, and procure that they are carried

© 2014 Kurdistan Regional Government, KRG

out, in such 2 manner as to-

fa} pratect the natural environment and ensure that Petroleum Operations result
n minimum ecological damage or destruction;

Ik} ensure the salety, health and welfare of Persons in or affected by Petroleum
Operations;

3] manage the resources in a way which has long-term benefits to the Kurdistan
Region and the Contractor;

id) maintain in sale and good condition and repair, the Contract Area and all
structures, facilities, installations, eguipment and ather praperty, and other
works, used or to be used in Petroleun Operations;

on the earlier of: (i) the termination af this Contract; and (i) when no longer
quired for aQ and, in either case, except with the consent

of the Government; or unless this Contract otherwise pravides, sbandon,

decommission, remove or dispose of the property other works.

in paragraph |d), clean up the Contract Area and make it good and safe, and

pratect and restare the natural enviranment;

eontral the Mow and prevent the waste or escape of Petroleum, water ar any
product used in or derived by processing Petroleum;

prevent the escape of any mixture of water or drilling fluid with Petroleum;
prevent damage to Petroleumn-bearing atrata in or outside the Contract Area;

except with the consent of the Gowernm ent, keep separate sach Reservoir
Discavered in the Contract Area, and suth of the sources af water discovered in
the Contract Areas ad the Government directs;

prevent water oF any other matier entering any Reservair through wells in the
Contract Area, except when required by, and in sccordance with, the
Development Plan and Best Practices and the EHS Standards;

ikl minimise interference with pre-existing rights and activities; and

in remedy in a timely Fashion any damage cavsed to the natural eavironment.

The Contractar shall implement a health, safety and enviranment program and take

necessary measures to ensare hygiene, health and safety of its persannel carrying out
Operationsi with Best ices ("EHS ).

The EHS Standards must be no less stringent than those set out in the relevant Warld
Bank Groug Enviranmental, Health, and Safety Guldelines
( ifc.a tainal nt/EHSGuidelines).

The measures the Contractor must take inchude the following:

1] supplying firit aid and 1afety equipment far each work area and maintaining a
haalthy envicoamant for parsoanel

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18
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reporting to the Government within 72 hours of such accident, any accident
where persannel has been injured while engaged in Petroleum Operations and
resulting in such personne| being unable ta return te wark;

implementing 2 permit-ta-work procedure around hazardous Assets and
Iaterials and installations;

p g 1afe areas for explasives, d and any ather
8 P used In the f

supplying fire extinguishing equipment in each wark area;

measures for the purpose of taking contral of any blow out or fire ehich could
damage the t ar Py I Field, in o with Best P

and

measures for the of g any ¥ injection of fuids in
for ians and of Crude il and Matural Gas at rates
that do not conform to MER.

‘Within 90 days fram the EMlective Date, the C shall prapaie EHS
the to conduct periodic g of the
Contractor's health, safety, and environment program.

51 The may, at any time, appoint such EHS as it wishes.
183 The Coniracier shall pay the rearenable fees and expenses of ithe EHS Monitors,

3155  The fees and of the [HS will be Cost

Within 180 days of the Efective Date, the Company must deliver a comprehensive and
detailed envirenmenial impact report [“EIR") prepared in sccordance with Best
Practices.
%64 The Government may require that such EIR be reviewed and validated by a
ised ind d I [ d by the Government
fat the cast of the Contractor, which costs will be Cost Aecoverable ), and may
post the report an the Government's website to invite public comments.

The Contractar must provide an impact ["EMA") report
together with jts Develepment Plan snd 2 final EIA not less than 180 days belore the

start of ing arthe of this
Contract, whichever is sarlier.

#rxa Wthe Contractor does nat cause the final EIA to be delivered in sccordance
with this clause 37.7, then the Government will be entitled to produce such EIA
and the Cantracior shall pay all costs in respect therewith (which costs will be
Cost Recoverable)
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378 The Company musl pravide an and manitaring plan (the
"EMMPT) ¥ in all o the befare the Gavernment will

atart of oy

Such EMMP must blish such p dures as may b ¥ o
continuously determine and assure that:

=) all Op are in I with and do not viclate the
eq of Law or this ©

(1] nio hazardous substances or solid wastes are disposed of or otherwise
releaved on of 1o any property except in compliance with the EHS
Standards;
no harardous subsiance will be released on or to any property in a
guantity equal te or excesding that quantity which would require
repasting under Applicable Law or the EHS Standards; and

no h d sb s rel d 80 as to pose an
Imminent and subsiantial endangerment to public health or wellare or
the enviranment.

37.0  The Contractor shall provide el monftoring reports to the Gevernm ent following
Repsals standard practice as set lorth in the follow ing Repsol dacum ents, sach of which
hias been pravided to the Government:

(al
U]
B3]
[€)

DGU HSE Due Diligence, dated 1 November 2008;

DGU Hazard identification Study, dated 1 January 2010;

DGU HSE Bridging Document, dated 1 January 2010; and

DGU Environmental, Social, and Health Impact Assessment, dated 1 July 2009,

RiiswausHED ARLAS

3710 Priee to relinguishing s partion of the Contract Area, the Contractar shall take
med sures o the area to be relinquished in accordance with Best
and the EHS in similar physical and scological enviranments.

sraei Such measures shall incude removal ar closure in place of Facilities and Assets
and Materials together with ble y far the
presarvation of fsuna, Nlors and ecosystems, allin sccordance with Best
Practices in similar physical and The shall
anly be r Far site o envi damage o the extent
the same pertaing solely and directly ta P 1l Oy
pursuant to this Contract.

Hamosar Pakes amo Matune RESEnve Angas
3711 The G L1l in aw, Best
Practices, and the EMS Standards in similar pho 1 and en w
minimine any adverse material impact on national parks and rature reserves which may
arise directly as a result of the Petraleum Operations.
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3712 Any reasonable expenditure incurred by the Contractor in relation with this clause 37
will be Cost Recaverable.

37.13  The Contractor is not responsible for and will bear no cost, expense or liability for
clalena, darmages or losves srising out of or related to sny pre-exliting envirenmental
or any acts of third parties.
5%151 The Cantractor shall submit to the G for the £
Bp a study of the Area within 180 days
of the Effective Date.

3714 The Gowernment may, on sot less than 14 hours’ notice, order the Contractor to

suspend all or any part of its operations ofaG

investigation inta the of any incident, including possible violations of EHS

Standards, valving:

[a} persanal injury to any perion in connection with the Praject;

ib] an ion of ar ather hag e
causing damage, injury, claims, of a threat of any of the fotegoing conatituting a
potential viclation of EH5 Standards;
the presence in, an, under, or migrating from any part of the Contract Area [or
surface water on or groundwater under the Contract Area of any substance at a

abave the at which the substance is normally

present in, on or under land in the same locality; or

idj the disp of wastes in of the EWS Standards.

On not less than 30 days” prior natice to the Contractar, the Government may arder the
Contractor to suspend all ar any part of it o when the ent

has d that the C: has either significantly o per ¥ failed o

satishy the EWS Standards or is conducting praject op in 8 grossly meghge

manner that could endanger its employees, third parties, or the enviranment. Any

suspension arder under this clause 3715 will not be fifted until the Government is
fied that the C has a plan f: w in all ta the

o come into full compliance with the EHS Standards.

On not less than 30 days” prior notice to the Contractor, the Government may order the
Contractor to suspend all of any part of 4] sons until the © has
Tully paid all ou B ies arising ar related to 5y t erv al
damages or personal injuries, in either case caused by Petroleum Operations in breach
of the © s hereunder or Appl Law.
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CLAUSE 38 = DECOMMISSIONING

AcawOWLEDGEMENT OF FuTunt Law

|1 TheC

that there will likely be future of
o under A Law.

The Cantractor acknowledges and accepts that Applicable Law may obligate the
Contracior, and possibly the sharehald d [ ] w of
each Contracter Entlty, to post bonds or guarantees and to be lisble lor unpaid
decommissioning obligations.

Decosmissioning Puas ano Buoaer

|2 The

hall 2] g Op in accordance with Best

im similar and B myiranments. The Contractar shall submit to

the

I's and the ot their respective approvals, in

accordance with clause B4, a and wark program far the
Praduction Area facilities and site redtoration (the "Decommissioning Plan and Wark
Program®| and forecasted Budget no later than 34 Months before the date estimated by
the Contractor lor the end of Commercial Production fram each Production Area.

e

The Management Commities shall provide comments, if any, on the
Decommissioning Plan within 90 days after receipt.

The C r's B af ing in in
all with the g Plan for a Area

PR by the C and the Gavernment will satisfy all
of the Contractor’s obligations with respect to the performance of
Decommissioning Operations for such Productson Area.

383  The Management Committee shall meet within 60 days lollowing its receipt of

il ine and the ing Plan and Budget.

g Operations unless the

Flan, Work Program, and Budget.

385  The Contractor shall on the first anniversary of the submission of the first

Work and Budget and annually thereafter jor at such
extended periods ai may be agreed by the Gevernment) during the term of this
Cantract, wibmit to the revived De i Work Pragrama and
Budgets taking inta account changes in the Plam and ady in Best
Practices.

DecominissionmnG RESERvE FunD
386 Toensble the Contractor to recaver the costs associsted with Decom missioning

Operations, the Contractor shall either establish & segregated fund to fund
decommissioning and site restaration {a “Decommissioning Reserve Fund“)ata

¥ to and under such escrow ar trust

terms as the Government may require, or provide such corporate or third party
guarantess ar bonds ai the Government may require in sccardance with Apphcable Law.
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The Decommissioning Aeserve Fund must be estabished before the final 10
Calendar Years of the term of the Prod) oia Aren,

Once established, the Contractor shall make regular contributions to the
Decommissioning Reserve Fund based upon estimated decommissioning and
site ¢ costs in with Best P

The € shall pay it 1o the O
Fund in USS.

If, at the end of the term of the Production Operations of a Production Area, the
Government decides to take over production operations in the Praduction Anea:

fa} the Government shall become liable for Decommisioning Operations in such
Fraduction Ares;

b} the contributions and any interest accumulated in the Decommiasioning
Reserve Fund, to the extent that such contr have been as
Petroleum Costy, shall be delivered and paid aver to the Government; and

the Government shall release the Contractor and the Contractor Entities fram
any relating to D and shall ¥
the Contractor and the Contractor Entities for any costs, liabilities, expenses,
claims or to the extent permitted by
Applicable Law (including any caps on such |iability a1 may be required by
Applicable Law or Gavernment policy].

if the C Drec jperations im a Pr Area, the
[« may use the and any interest accumulated in the
Decommissioning Reserve Fund for the Decommissioning Dperations.

Il the Decommissianing Reserve Fund is paid to the Contracior and the
Decommissioning Reserve Fund is not sufficient 1o cover all Decommissioning Costs for
the Contract Area, the Contractor shall pay the balance and the Contractor Entities, or
any of their Affiliates, may recover such balance from any other area which ia the
subject of another Petreloum Contract (s defined by the Kurdistan Region OF snd Gas
Law) anywhere in the Kurdistan Region and, ta the balance | able
as aforesaid, such remaining balance shall be paid by the Gowernment to the Cantractor.

If the Decommissioning Reserve Fund is paid to the Contractor and the
Decommissioning Reserve Fund exceeds all Decommissioning Costs fer the Contract
Area, the balance shall be translarred to the Government.

Any re by the © in relation with this clause 38, including any
to the issianing Reserve Fund, thall be deemed Petroleum Codte
and will be Cost Recoverable.
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CLAUSE 39 = ASSIGNMENT; CHANGE OF CONTROL

Clauses 39.2 through 39.6 do not apply to Government interest Halders in respect of the
mmlnmmmentdqmnmmlum Halder, hhmhl!
Government Interest Halder, is nat req For any by a Entity.

Except as provided in clause 39,3, no Contraetor Entity may Assign to any Persan, in
whale or in part, any ol its rights, privileges, duties or obligations under this Contract

prior of the which the shall nat
unreasonably withhald or delay.

Any Avsgnmant of all er sny part of & Contractor Entity’s rights, abligations, or interests
under this Contr, the prier of the or that atherwise is in
breach of this Contract or Applicable Law will be vaid as to the Assignee and the
Assignor will remain liable under this Contract.

No conent of the Governmaent in respect of an Assignment by a Contractor Entity is
valid uniess in writing and signed by the Prime Minister and the Minister of Natural
Resources of the Kurdistan Region.

No Contractor Entity is entitied to make an when it ar the
default under any abligation under this Contract.

Ta anD OTHER EwTimies

A Contractor Entity that is not in default under any obfigation under this Contract is
entitled to Assign its rights, privileges, duties and obligations under this Contract to an
Affiliate or to another © Emtity, pr the ansi enters into an agr

with the Gavernment, acceptable in form and cantent to the Gevernment, to ke baund
by the terms and conditions of this Contract.

5864 Ma Contractor Entity Assigns any of its rights, privileges, duties ar abligations
wnder this Contract to an Affiliate of such Contractor Entity, the Assignor will
rermain jointly and severally lable with the Assignee for the performance by the
asnignee of all obligations, duties, and B to the Assig

AsssaamignTs 7o Thld PaRTies

39.7 A Conmtractor Entity proposing to Assign all ar any part of its rights, obligations, and
Interests under this Comtract shall request the consent of the Government and the other
< Entities, and such request with:
fa} i of the and i of the proposed third party

assignee and its controlling (directly or indirectly) shareholders;
k) o letter of rep and from the d autignes i form

and content 1o the g arepr that the

D will not to the dge of such Entity after
by diligent i ion wiolate any Corrupt Practices Laws applicable
ta the Contracter Entity; and
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a letter of representations fram the assignor in form and content satisfactory to
the Government, including a rep that the praposed auignment will
nat ta the knowledge of such Contractor Entity after reasonably diligent
investigation violate any Corrupt Practices Laws applicable to the Contractar
Entity.

39.8  For any Assignment to be effective, the Parties and the relevant third party, if any, must
enter into a binding and el of ansi and tion with the
Government, which must include an undertaking by the assignee to fulfil the obligations.
under this Contr i espend to the parts interest.

GOVERMMENT

3.8 Except as provided in classe 4 in respect of the Government Interast, and as provided in
clauses 32.6 through 32 14, the Government shall not Assign all or any part of its rights
and cbligations under this Cantract ta any Persan.

Cranal oF CONTROL

¥8.10  "Change of Control® means:

la} any direct or indirect change of the identity of the Person who Controls a
Cantractor Entity (whether through merger, sale of shares or of other equity
interests, of otherwise, through a single tf of series of tr
fram one of mode tranilerors o ane of more traniferees); where

“Control” means the power (inchuding cantingent powers) to cause Contractor
Entity to do, or not do, an act that may otherwise be in the interest of such
Cantractor Entity ta do af not do. and whether such pawet i riabl

ant to 3 Agr Tinanei wating rights
agr gemant agr board ps, direct or
beneficial awnership, or in any other direct or indirect way. For this purpose,
and without limiting the foregoing, any Person that awns 50% of the
outstanding ities jor nt 18 .|
after accounting for all securities that are convertible into voting securities, of
any ether Person will be conclusively consldered to contral such other Persan,

A Contractor Entity shall- [a] ity the when such
Entity expects to be subject to a Change in Control and |b] request the consent of
Gaverament with respect to such Change of Cantral.

If a Contractor Entity Assigns all ar part of its rights, obligations, and interests under this
Contract, in com pliance with this clause 39, or is subject 1o a Change of Contral

lished with the G s comsent, neither suth Awignment aor Change al
Contral will constitute a taxable svent as to the assignor, asignes, or any cther Persan
under Kurdistan Region Law.

© 2014 Kurdistan Regional Government, KRG
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CLAUSE 40 = FORCE MAJEURE
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0.1 “Force Majeure” means any event (1) that is and

irresistible, not caused by any etror of omission by the C actingasar
and arudent aperator and solely and directly caused by tircumstances beyond the

I af the aa abke and prudent ., and (2) which p

or impedes perlarmance of all or part of the Contractor's abligations under this
Contract. Such events inclade:

(a} war, whether declared ar nat, chil war, i ion, riats, civil
terfarism, any other haitile acts, whether internal or external;

k) strikas ar other labour conflicts;

Il accidents or blowouts;

e quarantine restrictians or epidemics;

e} any acl, event, happening or occurrence due to natural causes, in particular,

But withowt limitatien, flacds, starms, cyclones, fires, lightning. earthquakes, or

lack of water necessary for Petroleum Operations; and

any acts or orders of any fareign I v walidly
aserting dii aver the Ci o a Ci Entity.

No delay. default, breach or omission of the Contractor or a Contractor Entity in the

performance of any of their respective obligations under this Contract will be considered

a material breach of this Contract if such delay, default, breach ar amission is due to
Farce Majeure,

The C notify the f the oecurrence of a Force

Majeure Event and take all appropriate to perform its
under this Contract to the extent possible.

The time requlting fram any such delay or curtallmant in the execution of such

by the time ¥ ta repair any damage resulting from or
oecarred during such delay or curtailment, shall be added to any time pericd provided
under this Contr the Period and any extension thereto, any

Sub-Period and any extension thereta and any D, Periad and any i
thersta).

The Government and the Cantractor shall meet as soon a3 possible after the notification

of Force Majeure with 2 view to using d effects
thereot.

An event ng & C Entity will by idered Force Maj g the

Contractor if the conseguence of such Force Majeure prevents the performance of any

of the Contractar's obligations under this Contract. The apphcation or potential
i af any Law bie to & C Entity ar any of its Affiliates, other

than Kurdistan Region Law ar ather Laws of the Republic of irag, which could result in a

criminal or civil penalty or sanction, is not Force Majeure.
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Evants or will not i Force Majeure:
any event or ‘ariing in ion with any Asseis and Materials

or facllities other than the Assets and and of the C:
or a Contractor Entity or a Subcontractor;

the breakdown or Failure of any Assets caused by normal wear and tear or
caused by the fadlure of the Contractor to maintain such Assets or to maintain a
suitable stock of spares;

any event or circumstance affecting any third party;
any event or ciroumstance which comprises or resolts from any willul
or gross negli of the C ‘or any act ar lry the

Cantracior which could have been g d o by the Ine by
the Contractor of the standard of s reasonable and prudent operator acting In
aceordance with Best Practices;
the im position of sanctions by the Government due solely ta the failure of the
Contracior to comply with any Applicable Law;

in ehange of Applicable Law; and

gl the inability or the failure of the Contractor to raise sufficient financing for the
performance of the Contracter’s obligations hereunder.

The Cantractar will net be entitled ta relief in accardance with this clause 80, of having
become entitled will cesse to be 3o entitled, to the extent that the Contractor Fails to
comply with the requirements of this clause 40, unless such failure would itself qualify
as Foroe Majeure.

The Contractar shall, to the greates extent posiible, continue to perform its abligatians
Im sccordance with this Contract ko the extent net prevented, impeded, or delayed by
Force Majeure,

If Force Majeure occurs, the Co t d to bring the
Faree Majeure to an end and to resume full and proper performance of the obligation to
which the Force Majeure relatas.

The Contractor shall give natice |a *Force Majeure Estimate”) to the Government at
each of the following times:

fa} farthwith after the day (the “Relewant Day”) upon which the Cantractar first
knew or ought reasanably to have known of the inability to perform an
obligation in sccordance with this Cantract for which reliel is sought;

ib) within 7 days from the Relevant Day and on the last day of each subsequent
period of 7 days thereafter; and

] farthwith after the Contractar anticipates that it will be able 1o reiume
performance of the covenant or obligation for which relief is sought.

Each Force Majeure Estimate shall contain the Contractor’s good faith best estimates of
the following information:

la} full particulars of and the reasans for the Foroe Majeure event
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the Fthe C r's inability te perform any covenant ar
obligation in accordance with this Cantract;

the expected duration of the Force Majeure from the Relevant Day and the
expected date that performance of the covenant or obligation to which the
Farce refates will { i ¥ or in whale|;
and

the actlons which the Contracter proposes to take to bring the Force Majeure
event ta an end and to resume full and preper performance of the obligation 1o
which the Force Majeure relates snd the Contractor’s estim ate of the expected
schedule thereof.

40.13  The Contractor shall ensure that sach Foree Majeure Estl will cantain
any of the sbave infermation not previeusly given notice of, a lull repart confieming or
updating and amplifying the information in any g Force Maj

and such further ion a3 the G may reguest.

CLAUSE 41 ~ SOVEREIGN IMMUNITY

211 This clause 41 doks not apply to the Government in respect of any Dispute srising out of
or related to: [a] the exercise of rights by the Government as set forth in clauses 32.11
and 32.12; (b) clause 4.13; of (¢] clause & to the extent the Dispute i1 between the
Government and any holder of & Government Interest, The Government expressly
reserves all sovereign immunities in respect of the foregeing Disputes.

Each Party hereby fully and irtevacably waives any claim to immunity for itself ar any of
its ansets. This waiver includes any claim to immunity from:

la} any #xp wra
pursuant to clause 42;

[151] any juditial, administrative or other proceedings to aid the expert
determination, mediation, ot ar pr commenced
elauie 42; and

any effort ta confirm, enfarce or execute any decision, settlement, sward,
judgment, service of process, execution order, or attachment (but nat 2ny pre-
judgment attachment) that results from an expert i
arbitration or any judicial, af ather p el i d
pursuant 1o this Contract,

CLausE 42 - DisPUTE RESOLUTION

This clawse 42 does not apply ta any Dispute arising out of or relating to the exercize of
rights by the Gavernment as set farth in clauses 32.11 through 32.13, which Disputes
shall be subject to the eschusive jurisdiction of the courts of the Kurdistan Region lacated
In Erbil,
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Womct or DaruTe

Subject ta the provisions of clause 4.2.3, a Party who desires to submit a Dispute for
resolution which has not been resolved by negotiation shall commence the Dispute
resalution pracess by prowiding each other Party that is a party to the Dispute with a
notice of the Dispute (= "Notice of Dispute”).

Aarri A Notice of Dipute must |a] identify the parties te the Dispute, contain a brief
staternent of the nature of the Dispute, and the relief requesied and (b)
request negotistions among the senior representatives of the parties to the
Dispute as set forth in clause 423

The parties to the Dispute shall first seek to settie the Dikpute by negotistion bevween
senion with ¥ the of th Such
senior representatives shall meet at 2 mutually acceptable date, time, and place to
attempt to resalve the Dispute.

I the Dispute is not resohved by negotiation in accordance with clause 423 within 60
days after the date of the receipt by each party 1o the Dispute of the Notice of Dispute
or such farther period 21 the parties to the Dispute may sgres in writing, any party Lo
the Dispute may seek settlerneni of the dispute by mediation in d ith th
Londen Court of international Arbliration ("LEIA"| Mediation Procedure, which

Frac shall be ta be by reference inta this clause, and the
parties to such Dispute shall submit to such mediation procedure.

I the Dispute |s not settled within the earker of [a) 60 days of the appeintment of the
‘mediator, or such further period as the parties to the Dispute may otherwise agree
under the mediation procedure under clause 42.4, and (b) 120 days after the delivery of
the Notice of Dispute, any party to the Dispute may refer the Dispute to, and seek final
resalution by, arbitration under the LOIA Rules, which Rules are incorporated by
reference inta this clause 42,5,

4381 Anm election by a Party to refer a Dispute to arbitration shall be construed as
meaning such Dispute shall be resalwed by binding arbitration under the LCLA
Rules,

Except as specifically provided otherwise, no Diy I subject to by
any court, and the Government specifically does not submit to the jurisdiction
of any court ostside of the Kurdistan Region.

Ay o shall be conducted by three ar

if the parties to the Dispute are the Government and all the Contractor Entities,
the and tha C shall sach appaint one arbitrator. If the
parties ta the Dispute are the Government and more than one, but not all the
C Entities, the G hall appoint one atbitrater and such

[ Entities ahall int one arbitrator. If the parties to the Dispule are
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the Government and one C Entity, the G4
Cantractor Entity shall each appeint one arbitrater.

The two arbitrators so appeinted shall, in good faith, use all reasonable

to agree on the i of the third . who will chair
the arbitral tribunal. in case of fallure to appoint an arbitrator or to agree on
the appointment of the third arbitrator, the Rules of the LCIA shall apply.

The seat of arbitration shall be London, England. The language io be used in
any prior and in the shall be English. The
arbitral award may be enfr by any court of i ion. Any
award shall be expressed in USS.

The Parties agree that the arbitral award will be final and not subject to any
appeal, including to the Courts of England on issues of Law,

418 Any Dispute between oll or any of the Parthes in respect of clawses 15,8, 27.2 and 27.7,
and sny Dispute the disputing parties agree to refer to an Expert, shall be submitted to
an Expert in accordance with this clavse 43 6.

The Management Committes shall prepare and agree appropriate terms of reference
[“Terms of Reference”) for the Expert in respect to o Dispute to be submitted for
resclution by the Expert.

42331 The Terms of Reference must set forth the duties of the Expert.

arr:  The Terms of Reference must require the Expert to use reasonable endeavaours
ta issue an opinion within 45 days of the Expert’s receipt of the Terma af
Rederence and the informaticon referred 1o in clause 42,2,

The Management Committee shall prom ptly provide the Expert with approved
Terms of Reference.

Each Party to tha Dispute shall have the right ta pravide the Expert with asy written

information which such Party considers relevant, provided such written information Is

pravided to the Expert within 45 days after the Expert's appaintment.

argi  Such information shall be provided ta each other Party at the same time and
each such ather Party shall be entitled to provide comments on such
informatien to the first Party and the Experi within 30 days alter receiving such
infarmation.

The Expert may consider any information the Expert candiders useful ta reach a
decision.

Subject to the provisions of clause 15.9, any decision of the Expert shall ke final and shall
not be subject to any appeal, except in the case of manifest errar or fraud.

Each Party to the Dispute shall pay an egual share of the costs and expenses of the
Expert.
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CLAUSE 43 = FISCAL STABILITY

The Gowernment shall maintain the stability of the fiscal conditions of this Contract, as
they result fram Applicable Law in force a: of the Effective Date, for the entire duration
of this Contract in accordance with this clause 43,

431 The provisions of the clssse 43 do not spply to Government interest Helders.

AcawowiEDGMENT 0f FuTune Laws

433 The G

that the t has advised it may propose Laws

which eauld have a beneficial of detrimental effect upon the fiscal position of the
Contractor, including Laws the primary purpose of which may be:

[a}
(b

#

(e}

U]
(gl

the protection of the enyir ta the of the European Union;

the pramotian of the health and safety of citizens of the Kurdistan Region ta
the standards of the European Union;

the promeotion of the health af p in
Operations to the standards of the Ezropean Union;

the r = the B
dispasal thereof, to the standards of the Europesn Union:

ng of p ng Wells and relineries, to the
standards of the European Union and Alberta, Canads;

regulation of pipelines; and
the regulation of companies.

The intreduction of such Laws will nat entitle the Contractor or any Contractor Entity to
any rights ko any alteration to the terms of this Contract.

Cramar oF Tax Liw

434 |1, ot any time after the Effective Date:

fal

(b)

435  The

there is any change to Tau Laws in fo the Date (s
“Change of Tax Law”]; and

the fiscal position of the Cantractor Entities under this Cantract is materially
wither beneficially o detdimentally alfected by wsch Change of Tax Law; then

the Contractor and the Government shall negatiate to alter the terms of this
Contract so as to place the Contractor Entities in the same overall economic
pasitian [taking into account home cauntry taxes) as that which the Original

i Entity [ Entity” means Repiol) would have been
without any Change of Tk Law.

will under no cir liable ta any Party of Person for any

conseguential or indirect losses because of any Change of Tax Law.
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If & Party believes that a Change af Tax Law kas beneficially ar detrim entally aftected the
Contractor Entity 03 provided in clause 43.4, and upon that Contractor Entity’s request,
the Government shall meet with the Contractor Entitics 1o decide an any necessary
‘measures or making any appropriste amendments to the terms of this Contract to place
the Contractor Entities in the position [taking inta account heme country Taxes for the
DOriginal Cantractor Entity) as the Original Contracter Entity was in prior to the
occurrence of the Change of Tax Law.

Should the Gavernment not agree with the Cantractor in respect af the effect of the:
Change of Tax Law, within 90 days of the request of the Party referred to in clause 43.6
[or such other period as may be agreed by the Parties]. a Party may refer the Dispute to
arbitration a3 provided in clause 42 without first referring the matter o negetiation and
medistion.

CLAUSE 44 = COMMUNICATIONS: NOTICES

© 2014 Kurdistan Regional Government, KRG

a1

& Party giving any notice or making any request, demand, or other communication o
another Party (each a “notiee”) shall do so in writing. express the natice in English,
address such notice as provided in clause 44.2, and use one of the following methads ta
deliver such notice, each of which, for purposes of this Contract is n writing:

(E1] peraanal delivery;
ib) email; and

el internationally recognised air cowrier, with all fees prepaid, and, in the case of
any notice to the Gavern ment, with a reputable international air courier
pany with an i Erbil in the Kurdistan Reglon,

Any nat in English is not valid unless acknowledged
and sccepted by the recipient.

Each Party shall nddress notices in reapect of this Contract:

To the Gowernment:

His llency iter of Matural Resources
Ministry af Natural Resources
Regional
Erbil, Kurdistan, lrag
mne@ ke goil.com
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To a Comtractor Entity:

REPSOL YPF ORIENTE MEDIO 5.4,

Artention:  Mr. Martin George Barrowman

Address: Al Fattan Plaza, Office 1003. PO Bex 75700
Dubai, United Arab Emirates

Telephone: <9714 283 2111

Fax: + 5714 ¥83 3100

Email: mgbartow man@ repsol.com

A notice is effective only if the Party giving or making the notice has complied with this

clause 44 and if the addresses has received the notice.

LR If 2 notice i defivered ta the recipient in person, the notice will be considered
d by the by th set farth in the signed receiph

i a Party sends a notice by an internationally recognised air courier in
accordance with this clause 44, the notice will be considered received by the
addressee by the date set forth in the signed receigt.

I a Party sends a notice by email and the email transmission is followed by
delivery of the Natice by air courier in accordance with this clause 44 or js
acknowledged by the recipient, the notice will be considered to have been
delivered to the addressee when the email departed the gateway of the
sender,

A Party may change is address au set lorth in clause 44.2 by a prior notice to the ather
Party in secordance with this clase 44,

GintRaL
251 The t ta its ination rights under this clause 45 in a
reasonable and proportionate manner, havieg regard for the nature and severity of the
triggering act or event, the identity of the Persan ot fault, and the relative significance of
any sdverie conseguences to the Contractor o a Contractar Entity that may srise fram
the Gowvernment's exercise of its rights under this clause 45.

In any notice of tarmination given by the Government under this clause 45, the

specify the g ds for exercising the termination right and the date
on which the Cantract or the rights and of o €
will eerminate,

The Contractar is not entitled ta claim Force Majeure 2s 2 consequence of the
Government's exercise of its rights under this clause 45, and no abligation of the
< will be ded a1 0 of any Dipute with respect to the
Government's exercise of its rights under this clause 45,

© 2014 Kurdistan Regional Government, KRG
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Comrmacton TERminaTION REHTS
45.4  The Contractar may terminate this Contract at any time during the Exploration Periad
[as it may be extended pursuant ko clawses 6.5, 6.8, and 6.7) or the Gas Field Halding
Period upon 30 days® prier notice to the Government.

MuToManic TERMiNATON

48.3  This Contract will i ke end of the Exp Period
any extensions as provided in clauses 6.5, 6.6, and §,7) witheut natice to the Contractor
if, a3 of the last day of the Exploration Period, if:
fa} the Development Period has not started in respect of a Discovery of Crude Oil
or Gas Field; ar

G no Gas Field Holding Period s spelicable with respect to a Gas Field.

In accordance with clause 7.13, this Contract will terminate:

fa} upan the [wh Ve
entire Contract Area; and

(b} with respect o Ished aneas im upon rell and
the Contractor shall have no further rights with respect to such aneas.

Comuuer PRacTices Laws
45.7  On not lesas than 30 days” prior notices to the Contractar, the Govern ment may berm inate
this Contract if 4 competent authority has lina '
applying due process)-
la} that this has been med by the af any
behalf of the Caatractar, in vielation of Corrupt Practices Laws; af

G that a permit, approval, cansent, or walver in connection with this Contract or
o ions has been by the C ., o any
acting on behalf of the Cantractor, in violation of Corfupt Practices Laws.

ny final determ ination, jud) t, or (mat subject to further appeal
on the issue), including ender a consent srder in which there is a finding or sdmission of
the factual cir ibed in clause 45.7(a) or (k) for both], of & judicial ar
regulatory authority in the United States of Ar or a legal juridicti
where a Cantractor Entity or its ultimate parent company is incarporated, with
Jurisdiction aver a Contractor Entity or an Affiliate of such Contractor Entity, will be a
reasonable determination for the purposes of clause 45.3 and will be conclusively
determinative.

Unbess the Government has cancelled a notice of termination this Contract will be
terminated a1 of the end of such 30-day notice period.

Ormen Grouwos fon TERMINATION

4510  The Government may terminate this Contract, on not less than 90 days’ prior notice, if
the Contractar:

fa} fails te meet & material financial obligation in this Contract;

© 2014 Kurdistan Regional Government, KRG
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during the First Sub-Period does not carry aut driling and seismic scquisition,
o1 detailed in clause 10.3 or, during the Second Sub-Period (or earlier), does nat
earry cut drilling and solumi s Inclause 10.4;

interrupts Preduction for a period of more than 30 consecutive days with na
cause or justification acceptable in accordance with this Contract or under Best
ices, it being Majeure i an acceptable justification
for such interruptions;
unless such ar is or as e
result af operations carried out in accordance with Best Practices, extracts or
produces any mineral or object which is not covered by this Contract and does
3o wilfully or in that I'G at Iy after
recaiving notice theraal; or
refuses to any or expert decision
under clause 42.

W, within the 90-day notice petiod, the Contractor has either remedied the
default Identified in such notice 1o the ol the erthe
Gavernment has agreed another remedy with the Contractar, inchuding
compensation, th shall cancel such notice af termination.

M, within such 80-day notice period, the conditions set forth in clause 458 have
not been sativiied, the Government may, on not less than 30 days’ notice,
terminate the Contract, and, unless such notice is cancelled by the Government
Befare the end of such 30-day periad, this Contract will be terminated as of the
termination date set farth in the notiee from the Gevernment.

This Contract |s subject to termination as provided In clause 14,

Where the Contractar comprises anly one Contractor Entity, the Government may
terminate the Contract on not less than 30 days’ notice to such Cantractor Entity
Tollowing the fan Act of , unbess, within such 30-day period, the
Goverament cancels is notice based ide Br the C Entity that
the inselvency Event has been ged, ar is no longer
applcable.

The rights and interests of an individual Contractor Entity will be automatically

terminated, without prier netice from the Government, if such Contracior Entity:

la} is subject to a Change of Cantrol for which the Gowvernment has not given its
authorisation in accordance with clause 39.11; or

ib) has made or has purported to make an assignment of all or part of its interests

hereunder under any @ af a joint operating agreement)
withoui the prior consant of the Governmeni in accordance with clause 36,
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ConsEquences of TERsmaTIONn

© 2014 Kurdistan Regional Government, KRG

45.14  Upan mation or al this ©

la} the Contracter and each Contracter Entity] will no langer have, as of the
effective date of such termination, any further rights and interests under this
Cantract;

k) all acerued rights and liabilities of the Contractor and of each Cantractor Entity
will survive; and

ich the provisions of clauses 16.9, 30, 31, 35,1, 35.3, 35.4, 35.7, 36, 38 Tc), 41, and
42 will survive the termination or exgiry of this Contract.

It th the par interests of a Contracter Entity, but not
the Contract, and there are remalning Contractor Entities:

fa} such terminated Contractor Entity will no longer hawe, a: of the effective date
of such termination, any further rights and interests under this Contract;

ikl all acerued rights and liabilities of such terminated Contractor Entity will
survive; and

4] as ta and in respect of such terminated Cantractor Entity, the provisions of
clauses, 16.9, 30, 31, 35.1, 35.3, 35.4, 35.7, 36, 38.7[c), 41, and 42 will survive
such termination.

I the participating ofa L Entity jar of C Entities) are
but the © not and there C

Entities, the Government may offer, on not less than 15 days” prior notice from the

Government to the other Contractor Entities, to assign and novate such terminated

[« Entity’s Interest, or any parl thereal, to the remaining

Contractor Entitles on such tarms and in such a1 the Geverl

determine.

#5161 The has na ion to make such ion and may retain the
terminated interest, provided that the G will use ¢ I
endeaveurs to find a new buyer for such interests.

No assignment, nowvation, transler, or other ofa G

Entity"s undivided interests to another Contractar Entity purswant to this dause 45 will
be a tanable avent under Applicable Law as to the Contractor Entity receiving the
undivided interesis of a terminabed Contractor Entity.

Neither the Government, nor any Cantractor Entity, will assume any liabilities,
or duties of a Entity in respect of the terminated
Contractor Entity’s undivided interest arising or accrued prior to the latter af-

fal the effective date of the ination of such Ci Entity; and

1] inthe case of assigr and tathe g Cantractor
the effective date of the ¥ and r of the
Contractor Entity™s intérests to another Contractor Entity_

The & will in no cir suume accrued Rabilities, obligations, or
duties of a terminated Contractor Entity in respect of the terminated Centractar Entity's
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undivided intereit, whenever arising or accrued. All acerued Eabilities will remain the
sele abligation af the terminated Contractor Entity,

45.18  No termination under this Cantract, including in this clause &5, limlts or impairs a Party’s

rights under English Law or Applicable Law in respect of termination.

CLAUSE 46 -~ GENERAL PROVISIONS

%61

The Contractor Entities and the Gavernment may sxecute this Cantract in counterparts,
each of which constitutes an original, and all of which, collectively, constitute anly one
agreement. The signatures of all of such Parties need not sppear on the same
counterpart, and delivery of an counter page by ar

is a8 e as ing and ing this Contract in the presence of
the other Parties. In proving this Cantract, a Party must produce of account only for the
executed counterpart of the Party 1o be charged.

AsenomenTs; Wavies

© 2014 Kurdistan Regional Government, KRG

262

The Gowernment and the Contractor may amend this Contract only by a written

of th and the C: h tifies itself as an

to this Contract,

4620 A Gavernment interest Holder, in such capacity, is not entitled 1o be & party to
any agreement amending this Contract, unless the terms of such amendment
affect any right ar abligation of such Party as a holder of all or part of the
Gavernment interest.

The Gavernment shali notily s of any

and signad a and the Conl will have na
obiigation to notify Gavernment interest Holders of any praposed amendments
and signed amendments,

A Party may walve any condition or ebiigation of such Party in this Contract only by a
writing executed by such Party. A waiver made on one occasion will be effective anly in
that instance and only for the purpase stated. A waiver once given is nat 1o be
construed as a waiver on any future occasion. No waiver or amendment in respect of
this Contract will constitute a walver af amendment of any other agreement of contract,
except 83 saprossly set forth in such waiver or amandment.

No faillure ar delay by & Party in ex any right -, ot in the
satisfaction of any condition under, this Contract, and no act, omission, or course af
dealing between the Parties (or any other them), will operate as a waiver or estappel of
any right or candition or any provisien, rght, er conditien of this Cantract.

Any single ar partial exercise of any right, power or remedy by a Party will not preciude
any other or future exercise thereof by such Party ar the exercise by such Party of any
other right, power of remedy.
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Rrasonat On awe Gas Councit Arrnovas

488 The Government warrants that this Centract is approved for the purpases of the
Kurdistan Regian Dil and Gas Law.,

#6.7  Each Party shall bear all costs in by it in with the p
negotistion of and entry inte this Contract and all documents to be entered into
ot Such will not be as Costs,

Errectve Date

#6.8  This Contract is effective a1 of the date set forth on the signature page (the “Effective
Date”).

GoveaMmne Law

268 This Contract, including any dispute arising therefram, thereunder or in relation thereto
and the agreement to arbitrate in clause 42, is governed by English law. Except in
respect of Government interest Holders, no term of this Contract is enforceables under

the Contracts (Rights of Third Parties) Act 1999 by a Person wha s not a Party to this
Contract.

Evrme AGREEMENT

48.10  Asof the Effective Date, this Cantract and the Repsol Letter of Reprosentations

the final, and expi of the Parties’ agreement on the
‘matters contained in this Contract,

#s.a01 Al prior and conternparanecus negotiations and agreementis between the
Parties on the matiers contained in this Contract are expressly merged inio and
seperseded by this Contract.

The provisions of this Contract may not be explained, supplemnented ar
gualified through evidence of trade usage of a prior course of dealings.

In entaring into this Contract na Party has relied apon any statement,
representation, warranty or agreement of any ather Party or any ather Person,
except for those expressly contained in this Contract, in the Repsol Letter af
Repr and the

Thare I na B @ the af this Cantract [except far
signature and delivery by the Government and the Contractar Entities).

There are no representations or warranties, in each case other than those
expressly stated in this Contract and the Aepsol Letter of Representations.

© 2014 Kurdistan Regional Government, KRG
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M‘Bﬂtﬁz % m1

For and on behall of the GOVERNMENT OF THE KURDeSTAN REGION OF IRAQ

R0/

Barham Saih
Prirme Minister
Kurdistan Regions! Gavernment

On behalf of the Regional Counc

for the Ol snd Gas Alfairs of the Kunfistan Region - Irag

On behal! of the Ministry of Natural Resources in the
Kurdistan Region

For the Contractor and sach Contractor Entity?

© 2014 Kurdistan Regional Government, KRG
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‘On behalf of the Ministry of Natural Resourss s tha
Wurdtan Auglon

Far tha Contractor and nach Contractor Entity:

© 2014 Kurdistan Regional Government, KRG
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Annes &
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© 2014 Kurdistan Regional Government, KRG

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18

g

Pirsmsgrun Wik
e

22



2/11/2014 PSC - Repsol - 26/07/2011

PARAGRAPH 1 - GENERAL PROVISIONS

11 Purpase
The purpase of this Annex B — Ac to classify ey, define further
Petroleum Casts (in addition te those defined as such in the elauses of the Contract), and
prascribe the manner in which the Accounts shall be prepared and approved,

Definitions

Wardi and phrases to which a meaning has been assigned in clause 1 of ather tlauses of the
Cantract shall have the same meaning when used in this Annei.

Inconsistency

In the event of any i of conflict the pravisions of these

Pracedures and the main bady of the Cantract, the provisions af the main body of the Contract
will cantrel,

Accounting Records and Reports

144 The C h in th i with clause 15 and this
Attounting Procedure.

Within 60 daya of the Elective Date, the Contractar shall submit to and discuss with the
Government a proposed cutline of charts of Accounts in sccordance with generally

dards amd ¥ ‘and cansistent with normal
petroleum industry practice and procedures.

Within 90 days of iving the above sub . the G shall either provide
wWritten ol | afl thie | ar request in writing revisions to the
praposal.

Within 180 days after the Effective Date, the Cantractor and the Government shall agree
on the outline of charts of Accounts which describe the basia of the accounting system
and procedures to be developed and used under this Contract.

F g such the Ce shall prepare the
with for ies af the T2l charts of Accounts and manuals
the ac g and reporting functions, and procedures which are,

and shall be, abserved under the Contract.

g the ge of the foregoing, the € shall pravide regular
statements relating to the Petrolesm Operations:

{a) Productian Statements [Paragraph B);
(bl Value al and Pricing §

(] Caat and Share A

[L]] 5 of i
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Production Sharing Contract - Fieamagrun

(] Final End-of-Year Statements |Paragraph 10); and
in Budget Statements (Paragragh 12).
All reports and statements shall be prepared in accordance with the Contract, Applicable

Law, and where there are no mmmﬂ'emﬂﬂﬂ!. in accordance with
Best Practices.

Language and Units of Account

All Accounts shall be maintained and prepared in the English language and shall be recorded in
US Dallars. Where v for the Conl W i in
other currencies.

Audit and inspection Rights of the Government
The following provisions shall apply to any audit carried out in accordance with clauses 15.3 to
157
154 Far of auditing. the G acting r by, may and verify,
nt times upan ble prios writtan notice to the Contractar, all
g records, g charges and credits relating to the Petroleum Operations,
such a3 records of account, accounting entries, supporting records and inventories,
payralls, jices and any other and records
including elecironic records by dered ¥ by the G [7-]
audit and verify the charges and eredits, valies and treatments.

The auditors are entitled to visit and inspect at reaconable times, all sites, plants,
facilities, warehouses and offices of the Contractar directly ar indirectly serving the
Petroleum Operati wmg iated with thase
Operations.

Where the Government reguires verification af charges made by an Affiliate of 2
Contractor Entity, the Government chall have the right to abtain an sudit certificate for
suth changes from an internationally ized firm of acceptable
to both the G and the C 3

Al agreed adjusiments resulting from an swdit shall be prompily made in the Accounts
and any tial tate due to the C ar ta the
Government, as the case may be, shall be made promptly.

h are with fespect to an audit, the Contractor shall maintain the
do and permit i ion thereof until th Is lved.

Accrual Basis, Cash Flow Basis and Reports
Al Accounts shall be prepared on an accrual basis in accordance with generally accepted
aceounting iples used in the industry.

Walues and Trestments

Values and treatments proposed by the C relating to all Costs shall be
sublject to challenge by the Government in the course of audit to ensure that they are in
accordance with the provisions of this Accounting Procedure.

© 2014 Kurdistan Regional Government, KRG
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and

Petroleum Costs must be in with the for which such

BIER

Petrolesm Costs are made. The purposes which gualify are:

{ah those which have been included in the approved Work Program and Budget for
the year in which the Costs and Expenditures are made;

(] eapenditures incurred in cases of emergency under the Contract;
(el any other purposes agreed in the Contract; and
il ather iterns which have been agreed by the and the ©

All Peireleumn Costs recoverable under Paragraph 3 as Peiraleum Oparations shall be
treated as set out in the balance of this Paragraph 2.

Explaration Costs

Exploration Costs are all direct and allocated indirect costs and expenditures incurred in carrying

out the Explaration Dperations, including all direct and allocated indirect costs and expenditures

incurred in the search for Petroleum in an area which is, or was at the time when such costs and

expenses were incurred, part of the Contract Area, including:

1] aerial, geophysical, I ical, topogtaphical and seismic
surveys and studies and their interp d gealogical and geophysical
Infarmation;

stratigraphic test haole drilling and water well drilling;

1]
5] lsbour, materials, supplies, and services used in drilling 2nd formation testing of wells

with the object of finding Petroleum or Appraisal Wells excheding any costs of the
subrequent com pletion of such wells as producing weils;

Tacilities to the extent used in support of the purposes described in (a), (), and {c),

including access roads;

that portion of all service expenditures and that partion of all general and administrative
it direetly ble ta L Costs af d thereta on a

conistent and equitable basia; and

n any other expenditure incerred in the search for and appraisal of Petroleum after the
Effective Date and not otherwise covered under this Paragraph 2.2,

Gas Marketing Coats.

Gan Marketing Costs are nll direct and allocated indirect costis and expenditures incurred in
carrying oul Gas Marketing Operations In accordance with an Approved Gas Marketing Plan and
Budget and include that pertion of all service expenditures and that partion of all general and

inistrative itures directhy attrib 1o Gas Marketing Costs or allocated thersto an
@ consistent and fair basis.

Development Costs

Development Costs are all direct and allocated indirect costs and expenditures incurred in

carrying out Development Operations including all direct and allocated indirect costs and

expenditures incurred in:

=) drilling wells which are completed as producing wells and drilling wells for purposes of
P i from a P ir, these wells are dry or producing and
drilling wells for the injection of water or gas to enh af

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18
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completing wells by way of installation of casing of equipment o atherwise after o well
has been drilled for the purpose of bringing the well inte use s a producing well of as a
well lor the infection of water or gas 1o enbance recavery of Petroloum.

the costs of Petraleum

an, and storage such

flow lines, praduction and treatment units, wellhead egui subsurface
enhanced recovery systems, Petroleum storage Facilities, and access roads for

praduction activities.

engineering and design studies for the wells and facilities referred ta in ja), (b). and [c);

and

that portion of all service expenditures and that partion of 2l general and administrative

ble to Devek Costs or alk d thereto on a

constent and equitable basis; and any other eapenditure incurred in the Development
Operations and not otherwise covered under Paragraph 2.4,

Praduction Costs are all direct and allocated indirect costs and expenditures incurred in carrying
out Production Dperations, Induding all direct and slocated indiect costs and expentes incurred
in Petroleum Operations after First Production which are other than Exploration Costs, Gas
Marketing Costs, Development Costs and D Costs. Costs inchude that
partion of all service sxpenditures and that partion of all general and administrative sxpenditures

Costs ar al thereto ona basis.

directly o

Decommissioning Costs
issioning Costs are

and indirect costs and expenditures mourred in

carrying out Decommissioning Dperations and inchede that partion of all service expenditures
and that portion of all general and administrative expenditures directly attributable to

Costs or

thereto on a comsistent and equitable bash, and the

Decammissioning Reserve Fund shall be determined on such basis, in advance of incurring such
£osts, as provided in clause 38 and, for the purposes of cost recovery, the cantributions to the
Decommissioning Reserve Fund shall be recoverable in accordance with clause 38.

Service Expenditures

fL X Service expenditures are expenditures in support of Petrolesm Operations ncluding

water

ralling aircraf, fire and security stations,

plants, power plants, housing, community and

recreational facilities and farniture, took and equipment used in these activities.
Service expenditures in any Calendar Year shall include the costs incurred in such year te

e

o both, such a4 well os the snrual costs of maintaining

and operating such lacilities.

All service expenditures shall be regularly allocated as specified in Paragraphs 2.2, 2.3,

2.4, 25 and 1.6 to [
P Caits and

Costs, Gas g Costs, Costs,

ing Costs resp v and shall be separately shawn

under each of these categories.

Where service expenditures are made in respect of shared facilities, the basis of

of costs to

be specified.

© 2014 Kurdistan Regional Government, KRG
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e T

i}

ib)

all main office, lield office and genera| administrative expenditures in the
Kurdistan Regian including ¥ pr and
employee relations services: and
where the Contracior is an Affiliate of a group of com panies whose
headguarters s Abroad |8 “Forsign 7. an al owerhaad charge
shall be made for services rendered g the direct as
referred in Paragraph 3.1.2 {8)) by any Affiliate of the Foreign Contracter
outside the Kurdistan Region to support and manage Petroleusm Operations
under the Contract, or where the Contractor, nat being a Foreign Contra ctar
drawi upon the services of an Affiliate within the Kurdistan Region, an annual
ovarhead charge shall be made for services rendered (axcluding the direct

as in 3.1.2 |a) and {b}} by swch Affiliate to
support and manage Petrolesm Operations under the Contract (such averhead
charge, “Parent Company Overhead”|.

Parent Company Dverhead will be considered to cover the actunl cost (alaries, wages
and labour burden, employee benefits, travel, hotel and other normally reimbursable
expenses paid by the Affiliate of a © in with its perionnel
policy in force in the relevant period, provision of office accom m odation and provision

of

r ry far and such stalf offices|

incurred far services rendered by those functions of Contractor’s Affiliate, such as, but
not bmited to, Interaational preduction heads uarters, international exploration

services,

¥. payroll, insurance, legsl, communications, camputer
admini i and

la}

t, i and process which:
eannat, without unreasonable effort andfor expenditure or without the release
af confidential Data proprietary ta any of the Contractor's AMlates, be charged
under any other section of this Annex; and

are property allocable to ions under the Contract. it is
understond, hawever, that services performed by the depariments listed above
and other corporate departments which directly benelit Petroleum Operations
under the Contract shall be charged as direct costs in accordance with
Paragraph 3.

In respect of the costs of a Contractor Entity's Parent G o as

abowe, the Ca shall charge hly to

Operations an amount egqual

to the total of the fallowing:

Baae

© 2014 Kurdistan Regional Government, KRG
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Exploration Overhoad

The Contractor shall be entitled to an annual charge based on 2 sdiding scale
percentage and charged ta P The basis for
applying this percentage shall be the tatal of Exploration Costs and Gas
Marketing Costs during esch Cabandar Year (exclusive of this Explerstion
Overhead) or fraction thereof less expenditures which have been subjected 1o
the 2% fee, referred ta in Paragraph 3.1 8(b). The siiding scale pereentage shall
be the following:

{a) for the first U554.000.000: 4%;

{bh far the next USS4,000,000: 3%; and

] ever USSE,000,000: 2%.
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The foregoing percentages may be reviewed but not more often than annually,
and any approved appropriste adjustment akall be made, if necessary,
praspectively.

and Operations Owerhead
The rates ta Oiperati i
P and Operations shall be agreed between the
Parties and shall incorporste the following guidelines!

{a) The Contractor’s charges must be charged as direct charges whenever
possible. Overhead charges exist only to compensate the Contracter’s
Afffiates for costs which are properly allocable to Petrolesm
Operations under the Contract but which eannot, without

ble effort and/for rel ol prapriatary ta
the L & Affilistes, be chargs any ether section.
Owerhead costs are billed manthiy.
with services rendered and based on sctual cost studies but may not
exceed an amount calculated as a percentage of certain annual

i Coili
P

That percentage as well a3 the types of expenditures, which affect
owerhead and those, which do net, shall be agreed among the Parties.
The maximum percentage rates may be revised by mutual agreement
not more aften than annually, The initial maximum percentage rates
and the types of expenditures to which they apply shall be sgreed a
soon as the Parties passess r reliable Tor the
relevant Production Area.

Owerhead charges are not subject to audit by Government.

The Contractar shall upon request furnidh at the end of each relevant
Calendar Yoar to the Government a confiem ation by its statutory
auditor that the overhead costs actually charged do not duplicate any
ather charges and that the me in
Operati as
le and in with
practices.
] The Contractor must budget for overhead charges.

al and administrats shall be as specified in
Paragraphs 2.2, 2.3, 2.4, 2.5, and 1.6 to Explaration Costs, Gas Marketing Costs,
B Costy, Production Costs and O issioning Costs, v and shall
e separately shown under aach of these categaries.

mﬁl—mwmmwmmmm

L EY

© 2014 Kurdistan Regional Government, KRG

Costs Recoverabla Without Further Approval of the Government

The following Petroleum Casts incurred by the Contractor pursuant to the Cantract as classified
under the ta in Par, 2 shall be for the purpose of clause 25
of the Contract [except to the extent provided in Paragraph £ or elsewhere in this Annex) withowut
the req far ab any further appr of th 8, subject to awdit as
pravided for in clause 15 and in Paragraph 1.6,
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Surface Rights

Al dirwet cosis necessary for the seguisition, renewal or relinquishment of surface rights
acquired and maintained in lorce for the purpases of the Contract.

Labour and Associated Labour Costs

(a)

The & locally sited employees based in the Region:
Caoste of all the Contractor's locally recrulted employees who are directly
engaged in the conduct of Petraleum Operations sndar the Contract in the
Kurdistan Region. Such costs shallinclude the costs of salaries, wages, bonuses,
avertime, b and benefits for employees and levies
imposed on the Cantractor as an employer, tatian and casts
within the Kurdistan Region of the employee and such members of the
om ployes's family (imited and | 23 required by
Law or ¥ in the Region. i such employees
are in ather iities in the K Regian, in ion to Petralesm
Operations, the cast of such employees shall be app ©n a time sheet
basis according to sound and piabl inciple

Assigned Personnel: Costs of salaries and wages including bonuses of the
Contractar’s emplayees directly in the of the

Operations snder the Contract, whether ily ar

itrespective of the location of such employees, it being understood that in the
case of thase persannel enly a pertion of whoe time is wholly dedicated to
Petroleum Operations under the Contraci, only that pro-rata portion of
applicable salaries, wages, and other costs as in 1.1.20c).
(d], (=), [Fand (g}, shall be and is of such pr

shall be specified.

The € 8 casts reganding haliday, tiam, sickness and disability
benelits and bving and housing and other cusiomary allowances applicable 1o
the salaries and wages under 3.1.2(b)

Expenses or contr ta or o d
under Applicable Law which are applicable to the Contractar's cost of salaries and
wages chargeable under Paragraph 3.1.2{b).

The Contractor’s cost af plans far group life
pensian, savings, bonus, and other benefit plans of
alike rily granted to the C s employees, provided
that such casts are in accordance with generally accepted standards in the
Intar | e ¥, applicabile to salaries and wages chargeable 1o
per under 31,26}

Actual tr and of employees of Cor

those made for travel and rel af the E wloy ing their

families and personal effects, ssigned to the Kurdintan Reglon whowe walasies and

‘wages are chargeable to Petraleum Operations under Paragraph 3.1.2{bj).

i A riation af ta
Petroleumn Operations from their country of origin shall be charged to the

[ Tn tation afp T transt

P
from Petroleumn Operations to o country other than the country of their
arigin shall not be charged 1o the P o

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18
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“Tr: and travel ~ a1 uied in this sub-pacagraph (f)
means the cost of fresght and passenger service, meals, hatels, insrance
and other sxpenditures related to vacation and transter travel and
under the © ] perionnel policies. The
Contractor shall ensure that all related to tation
guitably to the ies, which have benefited fram
the personnel concerned.

el of whoue salaries and wages are

chargeable 10 Petraleum Operations under Paragraph 3.1.2{b} and for which

such are red under the Cs

policies. In the event such expenses are not whally attributable to Petraleum
Dperations, the Petraleum Operations shall be charged with anly the applicable
portion thereod, which shall be determined on an equitable bask.

Transpartation and Employee Relocation Costs

The cost of

M and other than as

-]

provided in Paragraph 3.1.2(F) necessary for the conduct of the Petroleum Operations under
thee Cantract along with ather ralated costs such as, but not imited 1o, iImparnt duties,

tees,

ig charges, dock fees, and inland and scean Irelght charges.

Charges for Services
{a} Third Parties

The actual costs of eontract services, sarvices of prefessional conseBants, utllithes,
and other services necessary for the conduct of the Petroleum Operations under the
Contract performed by third parties other than am Affiliate of the Contractar.

Affiliabes of the Contractor

i

© 2014 Kurdistan Regional Government, KRG
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snd A 1 cast of 1
and seirvices any Alflliates of the Contractor lor
the direct benefit of o including services By
the pr it ion, legal, p L Fi nsurance,

and services di ather than those covered by
paragraphs 3.1.4 (b1(2), 3.1.6, and 3.1.8 [b) which Contracter may use in
liew of having its own empleyees. Such charges shall reliect the cost of
providing their services. Such charges shall not include any element of
profit and shall be no more or less favourable than similar charges for
other = by the C and its The
charge-out rate shall inchude all costs incurred by Affiliates incidental ta
the employm ent of such perwonnel including all labour and ssociated
labour costs and the cost of maintaining and operating offices and
providing all support services for such persannel. Costs of travel of tuch

in respect ions will be directly charged. The
charges for suth services shall not exceed thase prevailing if petformed by
non-Affilkated third parties, taking inte sccount the guality and availability
of such services, Where the work |s performed oulside the home office
base of such personnel, the daily rate shall be charged from the date such
persannel leave the home affice base where they usually work up ta their
retwrn thereto, including days which are not warking days in the location
where the work is performed, exeluding any haliday entitlements derived
by uch thair at thair heme office base.

22



2/11/2014

PSC - Repsol - 26/07/2011

Production Sharing Centract : Piramogren

5 ific or Technical &l: costaf fic or [

services provided by any Affiliate of the Contractar for the direct benefit of
Petraleum Oparations, which cost shall be charged on » cost of service
basis and shall not include any of prelit. The L rate shall
include all costs incurned by Affiliates incidental to the employment of such
personnel including sl labowr and associated labour costs and the cost af
maintaining and operating offices and prowiding all support services for
auch perionnel couts of travel ol such persannal In respect of Petrolaum
Operations will be directly charged. The charges for such services shall nat
exceed thase p # per third parties, taking
into sccount the quality and availability of such services. Unbess the wark
1o be done by such persoanel is covered by an appraved Wark Program
and Budget, the Contractor shall not autherise work by wuch personnel
without spproval of the Government.

Equipment and facilities: use of equipment and facilities owned and
furnished by the Contractor’s Affiliates, at rates commensurate with the
eost af ownership and operation; provided, however, that such rates shall
not exceed thase currently pravalling for the supply of ke equipment and
facilities on camparsble terms in the ares where the Petroleun Operations
are being conducted and shall be on an arm’s length basis. On the request
of the Government, the Contractor shall provide the Government with
evidence of such rates being an an arm’s length basis. (if the Gavernment
considers that any such rate is not on an arm's lengih bash then the
Governmant has the right to reler the matter to an expernt persuant 1o
clawse 42.3 and 42.6 of the Contract). The equipment and facilities referred
to herein shall exclude major investment itemns such as {but not limited to}
drilling rigs, praducing platforms, ail treating Facilities, oil and gas loading
and transpartation systerms, storage and terminal {acilities and other major
lacilities, rates fer which shall be subject te separate agreement with the
Government.

Cost of aggquiring, leasing. llirg, repaiting and I
systems including radic and microwave facilities within and between the Contract Area and
the Contractor's nearest base facility.

Office and Miscellaneous Facilities

Met cost to the Con of b ng. g and any office, sub-affice,
warehouse, hausing or ather facility directly serving the Petroleum Operations. If any such
fachlity services more than one contract ares the net costs thareal shall be allocated on an

with Best

Ecological and Enviranment

a) Costs incurred in the Contract Afea as a redult of legilation for archaealogical and
geophysical surveya ralating 1o identification and protection of cultural sites or
resources;

I8} Costs incurred in envi or i yareg by "

an envs impact

P
1o clause 17.7 of the Contract and any other costs incurred in complying with the
reguirements of clause 37;

Costs o provide or have i and removal equipment;

© 2014 Kurdistan Regional Government, KRG
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te)

Costs of actual contral and cleanup of oil spills, and of such further respansibilities
redulting therefrom as may be required by applicable laws and

Costs of restorstion of the operating enviranment [ o an app
scheme prepared in accordance with clause 38 of the Contract;

Any casts incurred for the decommissioning of facilities and site restoratian,

including any related activity reguired by the or ather petent
authority ar by the Cantract; and

Any made by the C i the ioning Reserve Fund in
accordance with clause 38, when such contributions are made.

Material and Equipment Costs
Costs of materials and supplies, equipment, machines, toak snd any other goods of a similar
nature uied or in P o subject to the following:

1al

Acquisition Casts - the Contractor shall only supply or purchase materials for use in
Petraleum Operations that may be used in the fareseeable future. The
accumulation of surplus stocks and inventary shall be avoided so far as is reasanably
and with and ical aperations. inventary levels
shall, however, take into account the time lag for replacem ent, emengency needs,
& and similar

Comp: of costs, arm - except a4 p
paragraph 3.1.80d), ehased by the im arms lengt
‘transactions in the open market for use in the Petreleum Operations under the
Contract shall be valued to include invoice price less trade and cash discounts (it
any), licence fees, purchase and procurement fees plus freight and forwarding
chatges between point of supply and point of shipment, freight to port of

desti i tanes, duties, lar fees, excive taxes, other
items chargeable against imporied materials and, where applicable, handling and
transportation sspenies from point of imparnation o warehouse or operating site.
‘Where an Affiliate of the Contractor has the purchase, the
forwarding and expediting effort, its costs should not excesd those currently
srevailing in narmal arm 's length transactions on the apen market and in any case
ahall not exceed 8 fee equal 1o 2% of the value of the materials added to the cout of
‘the materials purchased,

FIFO - such material costs shall be charged to the sccounting records and boaks in
accordance with the “First in, First Out” [FIFO) method;

Materinl purchased fram or sold to Affiliates of the Contractar or transferred fram
other activities of the Contracior to or from Petroleum Operations under this
Contract shall be valued and or 2t the prices in
Paragraphs 3.L8{d)1), 3.1.E06)(2). and 2.1.E(d)(3):

[£1] New material, including used new material maved fram inventary
{Condition “A"|, shall be valued ot the current international net price which
shall not exceed the price prevailing in mermal arm's length transactions in
the open market.

Used material {Conditions “B~, “C" and “D"):

1a) Material which is in sound and serviceable conditien and is
suitable for re-use without Ing shall be B
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Condition "B and priced at 75% of the current price of new
material defined n Paragraph 3.0.8(d)(1).

Material which cannot be classified as Condition *B” but which
after reconditioning will be further serviceable for its original
function shall be classified as Condition "C” and priced at not more
‘than 50% of the current price of new material a3 defined in
Paragraph 3.1.8{d)(1). The cast of recanditioning shall be charged
e the verial that the value of Condition
“C* material plus the cost of reconditioning do not exceed the
wvalue of Condition “B” matersal;

Material which cannot be classified as Condition "B er Condition
*C* shall be classified as Condition "D and priced at a value
commensurate with its use by the Contractar. i material is not fit
for use by the Contractor it shall be disposed of as junk.

Material invalving erection casts shall be charged at the applicable
condition pereentage of the current knocked-dawn price of new
as defined in Paragraph 3.1.8[d)(1).

‘When the sse of material is tem porary and its service to the Petroleum
Operations under the Contract does not justify the reduction in price as
provided for in paragraph 3.1.8(d){2){B), sech material shall be priced on a
Basis that will result in @ net eharge ta the sccounts under the Contract
consistent with the walue of the tervice rendered.

not readily ok at publ or Ested prices

of 1 strikes, or other unusual causes aver
which the Contractor has na contial, the Contractor may charge Petroleum
Operations lor the required material at the Contractars actual east
incurred in providing such material, in making it suitable for use, and in
moving it to the Contract Area; pravided netice in writing is furnished to
the Gavernment of the propased change prior ta charging Petroleum
Operations for such material and the Government shall have the right to
challenge the transaction on audit.

The Contractor does not warrant the material furnished. in caze of
defective material, credit shall not be passed to Petrolesm Operations until

dji has been d by th: fram the facturers of
the material ar their agents.

m Adjustments arlsing from material inventories conducied in accordance
with Paragraph 5.2.

Equipm ent of the Contractar shall not be charged at rates exceeding the average
cammercial rates of nan-affiliated third parties for equip . Tacilits llati
and utiiities for use in the ares where the same are wsed. On request, the
Contractor shall furnish a list of rates and the basis of application. Swch rates shall
be revised when found to be either excessive or insufficient, but not more than ones
every B Months,

Drilling tools and other equipment lost in the hole or damaged beyond repair may be
chargad at caut leis LY partatien costs to dellver
Bke equipment to the location where used.
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(3] Use of leased or bired machinery and/for equipment in the Petrolesm Operations
shall be charged at Full cost ta the Contractor. This may include mobilsation and de-
maobllisation charges, lease and hire fees, a5 well a3 other contractual costs.

Rentals and Taxes

[E] Al rentals of every kind and nature levied by any Government and all Taxes impased
im eannection with the Contractor’s assets, income or activities under the Contract
and pald directly by the Contracter or any Contractor Entity (except where the
contrary is expressly pravided in the Contract] with the exception of Taxes
{described in clause 31.2), banus Capacity and any
ather payments made under clause 32,

(L1} ¥ the Cantractor, any Contractar Entity of any af its Affiliated Campanies is subject
e income ar withhelding Tax a3 a result of services performed at cost for the
Petraleurn Operations undes the Contract, its charges for such services may be
increased by the amount required to cover such Taxes [grossed up) inchuding Taxes
on such gross up.

Injurance snd Losses

Insurance premiums and costs incurred for insurance carried for the benefit of the

0 provided that such i is affords pr
against risk and is 2t a premium no higher than that charged on a campetitive basis by
insurance companies which are not Affiliated Companies of the Contracior. Except in cases
af fallure to inaure where inaurance coverage s required puriuant to the Contract, detual
couts and lasses incurred shall be recoverabls to the extent not made good by insurance
unless such losses result solely fram an act of wilful misconduct by the Contractor. Such casts
miay include repaic and replacement of property in the Contract Area resulting from damages
ot bosses incurred by fire, lood, storm, theft, aceident or such other cause.

Legal Expenses
Al costs and from the 5 asserting,
defending, or settling of any claim or legal action y or for the

P ing. and of the Contract Area, and in defending or prosecuting
lawsuits invelving the Contract Area or any third party claim ariving out of the Petraleumn
Oper under the L or aid in reapect of legal services necessary for the
protection af the jaint interest of the and the L shiall be recoverable.
Such expenditures shall include attorney’s fees, court costs, arbitration costs, costs of

i and of evi and paid in ar satisf.

af any such litigation and claims provided ssch costs are net i els in the Annex.
Where legal vervices are rendered in such matters by salaried or regularly retained lawyern
ol the Contractor Entities or thelr Affiliates, such compensation shall be included instead
under Paragraph 3.1.2 or 3.1.4[b) as applicable.

Claims

[Enpendit made in the af any loss, claim, damage, judgm ent or
other expanse arising out of or relating te Petroleum Operations, edcept as may otherwise
be covered elsewhere in the Annex.
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Training Costs

Al conts and exp by the C In the training af its employees engaged in
Petroleum Operations undes the Contract.

General and Administrative Costs
The tosts described in Paragraph 2.E.1 and the charge described in Paragraph 2.8.2.

ng Charges " Losses
Charges and fees by the banks for money
as well ¥ losses

with the Petroleun Operations.

Other Expenditures
Other el nat dealt with in the faregeing provisions af

Paragraph 3 which are necessarily incurred by the Contractor for the proper, economical and
ient canduct of o

L

Cradit Under the Contract

Tha praceeds, sther than the procesds fram the sale of Iwed from Petral
Operations under the Contract, including the items listed below shall be credited to the Accounts
under the Contract for the purpases of clause 25 of the Contract:

[EEY The proceeds of any insurance of claim or judicial awards in connection with Petroleum
Operations under the Contract ar any assets charged 1o the Accaunts under the Contract
‘where such operations or assets have been Insured and the premio charged 1o the
Accounts under the Contract.

Legal costs ch o the under gragh 3.1.11 and
recoverable by the Contractor.

Revenue received frem third parties for the use of property or assets the cost of which
ch the wnder the Contract.

Any by the © fram the supplie ar their
agents in tion with a defy ial the cost of which was previously charged
by the Contractor to the Accounts under the Contract.

Rentals, refunds, including refunds of taxves paid, or other credits received by the
Contractor which apply to any charge which has been made to the Accounts snder the
Contract, but excluding any award granted to the Contractor under arbitration or expert
proceedings.,

Costs ariginally charged to the Accownts under the Contract for materials subsequently
from the Region ar ' to another Contract Area within the
Kardistan Region.

Froceeds fram the sale or exchange by the Contracter of plant ar facilities used in
Petroleun Operations the acquisition costs of which have been charged 1o the Accounts
under the Contract.

Proceeds derived from the sale or license of any property the
eoits af which were d p to and are under the Cantract.

© 2014 Kurdistan Regional Government, KRG
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Proceeds derived from the sale, exchange, lease, hire, transfer or disposal in any manner
‘whatsoever af any other item the coits of which have been charged to Petraleum
Operatians.

Duplication of Charges and Credits

Natwithstanding any provision to the contrary in this Accounting Procedure, there shall be no
duplication of charges or credits to the Accounts under the Contract.

PARAGRAPH & — COSTS AND EXPENSES NOT TO BE TREATED AS RECOVERABLE

a1

The following casts and expenditures shall not be included in the Petroleum Costs recoverable

under clauie 15:

1] Tases on Income or profit paid to any Government authority except Laxes and duties
that may be in the costs of and pL for the
Petroleum Operations:

b) any payment made to the Gavernment by reason of the failure of the Contractor to
Tullill its Minimum Explovation Obligations in respect of the relevant Sub-Period under
the Contract,

fe) the cost of any guarantee required under the Contract;

(d) Capacity ¥ or other pay set aut in clause 32 af the
Contract;
woats of marketing or transportation of Petroleum beyond the Dellvery Point [excluding
Gas Marketing Costs):
attormney's fees and other costs of in with ian under
clause 42 of the Contract or 1 enpert
determination as previded in the Contract or this Accounting Procedure;
any interests, lees, costs and expenses paid by the Contractor for loans and any other
form of financing or for the of the Costs entered into by
the Contractor with third parties or Affiliated Companies;
any pravision for depreciation and/ar amortisati tuding any in walue
puriuant to Paragraph 3.1.8;

[} ' of equity or

1] fines and penalties imposed under Law.

51

© 2014 Kurdistan Regional Government, KRG

Records

Cantractor shall maintain detailed records of property in use for Petroleum Operations under the
Cantract im accordance with Best Practices for exploration and production activities.

Inventories

LR of inuse in Operations shall be taken at reasonable
imtervals but at least once a year with respect to movable sssets and once every three
years with respect to assets. The shall give the G at
least 30 days witten satice af ita o take sisch ¥ and the Gowernment
shall have the right to be represented when such inventery |s taken,
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Failure of the ta be rep v shall bind the Government
to sceept the i y taken by the C

The Contractor Iy infa about the principles upon which
waluation of the inventory has been based. The Cantractar shall make every effort to
provide ta the Government a full report on such inventory within thirty (30] days of the
taking of the v. When an of rights under the Contract takes place
the Contractor may, at the request af the asslg take & special ¥ provided
that the costs of such ¥ are borne by the

PARAGRAPH 6 — PRODUCTION STATEMENT

61

Preduction information

Without prejudice to the rights and obligations of the Parties under clayse 16 of the Contract,
from the date of First Production from the Contract Area the Contractor shall submit a monthly
production statement to the Government the fi ing infarmation separately for each
produting Development Area and in aggregate for the Cantract Area:

(a) the guantity af Crade Ol praduced and saved;

3] the guality characteristics of such Crude Dl produced and save;

1] the guantity of Natoral Gas produced and saved;

id) the guality characteristics of such Natural Gas produced and saved;

(&) e quantities of Crude 0l and Natural Gas used for the purposes of carrying on drilling
and producti and g to field

[13] the guantities of Crude Dil and Natural Gas unawoidably lost;

Lt

igh the guantities of Natural Gas flared and vented;

(h) ithe size of Petroleum stocks held at the beginning of the calendar Monith in question;
(i the size of Petroleum stocks held at the end of the calendar Manth in question;

fil the guantities of Natural Gas reinjected into the Reservair; and

(kb in respect of the Contract Atea as 8 whole, the quantities of Petroleum transferred at
the Measurement Point. All quantities shown in this Statement shall be expressed in
both volumetric terms (Barrels of odl and cubic meters of gas) and in weight (metric
tonnes).

" of Pradi
The S for each calendar Month shall be submitted to the Government no
later tham L0 days after the end af such calendar Month,

ARH T - PR AND PRICING STATEMENT

© 2014 Kurdistan Regional Government, KRG

Value of and Pricing 5t

The Contractor shall, for the purpases of clause 25 of the Contract, prepare a statement providing

calculations of the value of Crude Oil produced and saved during each Quarter and sach Month.

This “Value of Praduction and Pricing Statement™ shall contain the fellowing information:

(1] the guantities realised therefore by the Con in respect of sales of
Natural Gas and Crude Oil delivered to third parties made dusing the Quarter and Month
in guestion; and

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=18

22



2/11/2014 PSC - Repsol - 26/07/2011

Production Sharing Centract : Piramogren

the g realised th by the C in respect of sales of
Natural Gas and Crude Oil delivered during the Quarter and Manth in guestion, other
than to third parties,

of Value of and Pricing Statement

The Contracter shall submit the Value of Production and Pricing Stater ent for each Quarter and
each Month to the Government not later than 10 days after the end of such Quarter and Month.

PARAGRAPH 8 — COST RECOVERY AND SHARE ACCOUNT STATEMENT

Bl Cost Recovery Statement

Thae Contracter shall prepare with respect to esch Quarter and sach Month a Cost Recovery
5 ng the g Infarm ation:

fa Recoverable Petrolesm Costs carried forward fram the previous Quarter and Manth, i
any;

] Recoverable Petroleum Costs for the applicable Quarter and applicable Manth;
fe] credits under the Contract lar the applicable Quarter;

(d) Total Recoverable Petraleum Costs for the Qusarter and Manth
(Paragraph B.1{a] phus Paragraph 8.1(5), net of Paragraph 8.1{c});

(3] and value of I apabed ta tost recovery pursuant to clause 25 taken by
the Contracier for the applicable Quarter and applicable Manth; and

in amount of recoverable Petroleum Costs ko be carried forward into the next Quarter and
the next Month |Paragraph 8.1(d] net of Paragraph 8.1]e]).

The Contracter shall prepare with respect to each Quarter and each Month a Camulative

Production S ng the | g infarmation:

(ah the cumulative production position at the end of the Quarter preceding the Quarter and
Keonth in question:

(] Production of Export Petroleum for the Quarter and Month in question;

(E] the cumulative production position at the end of the Quarter and Month in question;

(d) the amaunt of Petreleumn applied 1o Royalty pursuant to clause 24, cost recovery
purseant to clause 25 and Profit Petroleum pursuant to clause 26 taken by the
Gavernment and by the Contractor, respectively, during the GQuarter and Month in
guestion; and

the lorecast of production and the share of Patroleum spplisd to Royshty pursuant ta
clause 24, cost recovery pursuant to clause 25 and Profit Petroleumn pursuant to clause
26 due to the Government and to the Contractor, i for the nest 5

Quarter and Month.

Praparstion and Submission of Cost R v

AL The Contractar shall submit provisienal Cost Recovery and Cumulative Preduction
inis i whers +, on the last day of each
Ouarter and Month for the purposes of clause 25 of the Contract.

The Contractar vhall submit final quarterly Cost Recovery and Cumulative Production
Statements within 30 days of the end of the ap Quearter and Maonth,

© 2014 Kurdistan Regional Government, KRG
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Far the purposes of clause 15 of the Cantract, the Contractor shall submit an Annual Cost
recovery and Ci 5 within 90 days of the end of esch Year. The
Annual Statement must contain the categaries of information listed in Paragraphs 8.1 and 8.2 for
the ¥ear in g L into the of the Year in guestion and showing the
cumulative pasitions at the end of the Year in question with respect to cumulative unrecaversd
Petralesm Costs and Cumalative Production.

PARAGRAPH 9 — STATEMENT OF EXPENDITURE AND RECEIPTS

a1 The Cantractor shall prepare with respect to each Quarter a Statement of Expenditure and
Receipis under the Contract. The § of Exp and Receipts must distin h
between Exploration Costs, Gas Marketing Costs, Costa, Pr Costs and
Decommissioning Costs and will identify major items of expenditures within these categories. The
of and pts must show the following:

{ab actual expenditures and receipts for the Quarter in guestion;

b) cumulative expenditure and receipts for the budget Calendar Year in question;
(e) Iatest e at the Calendar Year end; and

(d) Variations between budget forecast and latest farecast and explanations thereof.

The Cantractor shall submit to the Gavernment a Statement of Expenditure and Receipts for each
Quarter no later than 30 days after the end of such Quarter.

PARAGRAPH 10 - FINAL END-OF-YEAR STATEMENT

104  The Cantractor shall prepare a Final End-of- ing information as required
far the Praduction Statement. Value ol and Pricing 5 t, Cast Recavary and
c and of Exp and except based
on actual of and

The Final End-of Year Statement will be used 1o make any ¥ to the
pay made by the C under the Contract,

The Caontractor shall submit its Final End-of-Year Statement of each Calendar Year to the
Gavernment within 90 days of the end of each Calendar Year.

PARAGRAPH 11 = AUDITS

Each such report and statement required pursuant to Paragraphs & through 10 shall be considered true
and correct, unless the Government raises an exception thereto within the timeframe and under the
process set out in clause 15 of the Contract.

PARAGRAPH 12 - ANNUAL WORK PROGRAM AND BUDGET

Each annual Work Program and Budget to be prepared in accordance with clauses 11, 12, 13, and 14 of
the Contract, in respect of Exploration Casts, Gas Costs, ] osts, and
Conts must show:

[E1] Torecast expenditures for the budget Calendar Year In question, including a quarterly
af such

© 2014 Kurdistan Regional Government, KRG
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L]
e

cumulative expenditures to the end of such budget Calendar Year; and

2 schedule thowing the most important iterns af t Costs (if applicabie] for
such budget Year.

PARAGRAPH 13 - TAX RECORDS AND FILINGS
Ak1 Each Contractor Entity shall timely prapare and file all Tax retarns and roperts in sccordance with

Pl Law. g i this Paragraph 13 limits the obligation of the Gavernment to pay
Taxes on income on behalf of 2 Contractor Entity as provided in the Contract. For the purposes of
clause 31.2 of the Cantract, the -nunﬂepmﬁ:wl'nch Contractor Entity from all Petraleum
Operations carried out under the Contract shall be calculsted in accordance with this Paragraph
13 and Applicable Law.

Each Contractar Entity shall maintain separate Accounts with respect to the Petrolesm
Operations to enable the Government to verify and audit Taxes payable by sach Contractor Entity
for a tax period. Such Accounts shall be prepared and maintained on a cash or secrual basis as
required by Applicable Law in respect of Taxes and maintained throughout the term of the
Cantract and for a period of fve years thereafter.

The A ofat Entity shall be with such € Entity’s share of all

revenues from or related to o i cludi

{a) if the Royalty is paid in cash pursuant to clause 24, revenues arising from the disposal of
Royalty valumes;

b} rewenues arising fram the disposal of any Avallable Petroleum to which such Cantractor
Entity is entitled for recavery of its Petroleum Costs in accordance with clause 25;

{e} fram the aof Prafit to which such Cantractor Entity is
entitled under clause 26; and

d} revenues arising fram the disposal of related Petroleum substances or from the
storage, or fransp af prodi Tor third parties,

A Contractor Entity may debit its Accounts for all Petroleum Costs and other costs under this
Cantract, inclading:

|a) the costs ol suppliey, personnal and manpower expenses, and costs of services provided;

(b} if the Royalty is paid in cash pursuant to clause 24, Royalty payments made and a5
recarded in such entity’s A and i with clause 24;

e} general and adminntrative expenditures for Petroleum Dperations;

{dh depr of capital im with B 13.6 below;

e} loxses of Assets resulting from damage, Assets which are renounced or abandoned during
the year, Assets which are transferred under clause 20.2, bad debts, indemnities paid to
thisd parties is compensation for damage;

currency ge | realised in with the Oy
Capacity Building Payments, and other payments provided in clause 12, the Exploration
Rental provided in clause 6.2, the Production Rental provided in clause 136, the
allocation to traming provided in clause 23,10, the allocation ta the Environment Fund
pravided in clause 23.12, the costs specified in clauses 23.5, 23.6, 38.6 and 38.11, and
tramsportation and marketing costs beyond the Delivery Paint; and

© 2014 Kurdistan Regional Government, KRG
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(1] losses carried forward from previous Tax petiods.

The net prefit of a C Entity shall be eg tha difference between the ameunts
credited and the amounis debited from its Accounts,

1351

A Cantractor Entity recard depr ar

¥ such d i negative, it shall aloss against which noincome Tax
will be payable.

I the amount i positive, it shall be gressed up te take sccount af the fact that such
entity's corporate income tax is being settled out of the Government's share of the
Profit Petroleum in accordance with clause 31.2, by applying the following formula
im arder to provide such entity’s net taxable profits for corporate income tax.
purposes:

Wet Taxabie Profits = et Profiss 1100 - Appliable Income Tax Rata)
100

eharges, itted by

Applicable Law and anly with the priaf written authorization of the Gevernment.

© 2014 Kurdistan Regional Government, KRG
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THE KurDISTAN REGIONAL GOVERNMENT OF IRAQ

(Piramagrun)

(Second Sub-Period Guarsnteed Amount)
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GUARANTEE

{Second Sub-Feriod Guaranteed Amount]

dated

i
and

I EY R

[N

in favour of

13 THE REGIDNAL

Definitions; Interpretation

13

Definitions
111 Uniless defined in this Guarantee, terms defined in the Contract have the same meaning in
this Guarantee.

140 A wied in this Guatantes:

“Business Day” means a day on which banks are open for general business in Madrid,
Spain, Landon, England and New York City, United States of America;

“Demand” is defined in clause 2.3

“Government” is defined in the preamble.

“Guarsntesd Obligations” |s defined in clause 2.1,
“Guarantors” means [X and ¥| and “Guarantor” means eithes of [X or Y]

“Persan” means any individ farm, par joint ventufe,
association, organisation, state or agency of a state or other entity. whether or not having
weparate mgal parsonality,

and
Any reference to a classe or annex is, unless otherwise stated, to a dause or annex of
this Guarantee.
Any reference 1 8 “clause” is to & “clause” of this Guarantes,
Headings and sub-headings are for ease of reference only.

© 2014 Kurdistan Regional Government, KRG

Guaranteed Obligations

The By o the G the due and punciual payment of the Second Sub-
Period Guaranteed Amount in the manner and currency v the

by the C with any i due with respect thereto as provided in the Contract
|the "Guaranteed Obligations”).
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Joint and Several

The liability of each Guarantor under this Guarantee |s jont and seweral. Every undertaking and
ap ined im this s to e construed s int and several obligations of the
G uarantors.

A will have ian in f fa G Obligation unless the Guaranton
hay a written d d for pay [the “Demand”]. The Gavernment may submit s
Demand to either or both Guarantors. A Demand must:

[a]  make specific reference to this Guarantee;

ib)  state the amount that is ded and which of the
are the subject of the Demand;

e} state that the G has not pay of the rek
Obligation fram the Contractor Entity an the date on which it became due and payable;
and

id)  provide the G wire for the fthe d

Payment

A Guarantor shall make L]
transter of cleared funds in USS in acco
Business Days after receipt of a Demand.

31 This lsan and irr of when due
and not of collection, and whether by acceleration or otherwiss_

The Gavernment is not required to exercise any right, assert any claim a¢ demand, o enforce any
ramedy ngainst the C . G Entity, or any other Penon befare, or as
a condition ko, exerciiing any of the rights, powers, or remedies conferred upon the Gavernment
by this Guarantee or by spplicable law. Without limiting the generality of the foregaing, the
Gavernment will not be reguired ta {a) take any action or obtain judgment in any court against
the Contractor, a Contractor Entity or any other Persan, of (b) to make or file any dlaim or proaf
@ winding up of d selution of the Contractor, a Cantractor Eatity of any athes Perian.

Except as provided in clause 2.2, each Guaranior hereby expressly waives presentment, demand,
pratest, and notice of dishonour in respect of each Guaranteed Obligation.
Subject to clause 6, the obligations of the Guarantors:
fa) cantinuing ding any ¢ af sccount of other
matter or thing whatssever;
[b)  weill mot be by any i i af the ©
ohigatians in respect of the Guaranteed Obligations; and

fe)  will continue in full foree and effect until the Guaranteed Obligations have been paid in full
to, and recalved by, the Government in sccordance with the Coniract.

Subject to clause B, neither the obligations of the Guarantors pursuant to, nar the rights, powers,
and remedies canferred upon the G thi by law will be discharged,
im paired, or otherwise affected by:

(al  the winding up, arm of the
[< or any O Entity or sny ge in ity status, contral, or
ownership;

© 2014 Kurdistan Regional Government, KRG
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time ar other ind | any being granted or agreed to be
granted ta the Contractar in respect of any of the Guaranteed Obligations;

amy change In the time, manner, or place of payment of, or any other term of, all ar any of
the Guaranteed Obligations, or any other extension or, compramise of the Cantractar,
provided that none of the foregoing increaszes the amount of the Guarantesd Obligations;

o

any pail af any part of the Guaranteed
Obligations for any reasan, including any claim of waiver, release, surfender, alteration, or
compromise;

amy increase in the amount payable in respect of any o L

the Guarantor has provided its prior written consent to any such increase which expressly

states G s i that this will apply to such increased amount;
imation of the or of a C Entity's rights undar the

Contract, or any or by the ar a Entiey of

iits interests under the Contract;

any direct o indirect change in the ownership of the Contractar Entity, inchuding by

merger, Ipa by law, or

any trangler oll of sny part of the C ar o Entity's undar or in
respect of the Contract:

any dispute or claim the Contractor or a Contractor Entity may have against the
Government;

the insavency or bankruptey of, or simiar event affecting. the Contractar or a Contracior
Eniity; or

any other eomb af cir which might it
a defense avaitable to, or a legal or equitable discharge of, the Contractor or a Cantractor
Entity.

Each Guarantar walves any right 1o or claim of any delenie or setol, counterclaim, recoupment,
or termination by reasan of (2] the invalidity, legality, non-genuineness, inregularity,

L of, or any event or gocurrence affecting, any Guaranteed
Obligation: [b) any claims, set-offs, or liabilities of the Contractor Entity ta the Guarantar ar the
Gowernment: (e) any claims, set-offs, or lisbilities of the Guarantor in respect of the Gavernment;
or {d} any other rosson whatisaver.

This will to be or be if at any time: tin
whole o in part) of any of the Guaranteed O is - or must e be

by the upon the . af of the O ora
Contractor Entity or otherwie, all as thesgh sech payment had not been made. Any settiement
or b |gr any of tham) and the Government wil e cond|tonal
upan ns by the C: ag Entity, or any other Person to the Government
on the Contractor's behall being avoided or reduced by wirtue of any laws relating to bankrupicy,
insolvency, liquidation, or similar laws,

The shall make all pay to the Government free and clear of, and without
deduction for, any present or future Taxes or other charges of any nature whatsoever imposed by

any taing authority.

If any withhelding ar Trem any g to be made by a G i requiced in
respect of sny Taxes, then the Guaraniers shall:

© 2014 Kurdistan Regional Government, KRG
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pay directly to the the full d to be sa
deducted;

premptly forward i the Government am afficial receipt or other documentation
y to the such to such and

pay to the Government suth ional amount or asis ¥ ta ensure that
the net amount actually received by the Gavernment will equal the full amount the
Governm ent wauld have recelved had no such withhaling or deduction been required.

I any Tanes are directly against with respect ta any payment received

by the

(al
]

from tathis & then

the Government may pay such Taxes; and

the Guaranter shall indemnily the Governmeni against any Loss or Expense which the
Gowernm ent Incurs as o result or arising out of or in relation to any lailure to pay or delay
in paying any of any such Tax, and pay such it
incurned ax a result of Guarantor's or the Contractor’s conduct, any penalties, interest, or
Expendes| as wulht(ﬂwlﬂ-ﬁm received by the Gavernment, after the
payment of such Tanes [ineluding amy Takes on such sdditional amaunt), will egual the
amount the wauld have had such Tanes not been ssuerted,

‘Address for notices to Guarantor
The Gowernment ahall:

(al

(k)
fe)

make any Demand or provide any notice or other communication to 8 Guarantor in
respect of this Guarantes in writing;

address such motice, or other ication as pr in clause 5.1c); and
use one of the following methods to defiver such Demand or other notice or
communication, esch al which, for purpased of this agreemant, i o writing: (1) persanal
delvery; (2) email (follewed by delivery of the Demand, notice ar communication by alr
courier); or (3] 2 internati [ air courier, with 2l fees prepaid, and
sent to the Guarantors:
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EHfectiveness as to Guarantor

[FE} A Demand, notice of ather communication will be eftective as ta a Guaranter anly if (a)
plled with this clause 5 and (b such Guarantor has recelved
the Demand, notice, or other communication.

#a notics or other B is personally defivered to a Guarantor, it
will be £ d by by the date set forth in a signed receipt of
wuch delivery.

M the Government sends o Demand, natice, or ather communication to & Guarantar by a

r air courier in accordance with dause 5.1, the
Demand, notice, or other i will be £ received by the Guarantor
on the date set forthin a receipt signed by the Guarantor.

M the Government wends o Demand, notice, or other communication by emall b a

and o s ¥ delivery of the notice, or
ather cammunication the Guarantor by air courier in accordance with clause 5.1, the
Demand, notice, or other b shall be i1 d to have been
the Guarantor when the email is by the

i3 Notices te Government
A Guarantor shall give all notices or other communications to the Government in the same
manner as preseribed in the Contract for notices to the Government.
Change of Address

A Guarantor or the Government may change its addrass as st forth in clause 5 by a natice to the
other parties in accordance with this clause 5.

Term
(%1% This Guarantee is effective a3 of the date set farth in the preamble.
&r

Subject to clause 1.7, this Guarantee will cease to be effective upon discharge of all of the
Guarantesd Dibligations.

o o

Esch Guarantor represants and warrants;

This has b by all y corparate action, and the Guarantar has all
v pawer and ta sign and perform it obligations hereunder.

This Guarantes & legal, valid, and binding a3 to such Guarantor.

The Guarantor has received ail suthorisations and v for the ol this
Guarantee to the Government, snd the validity and enforceabillity against it, of this Guarantee.

Except in the next there is no Law applicable ta it or agreement to which it
is a party that |a) confiicts with ar prevents it from performing this Guarantee in accordance with
its terma, or [b) affects the validity and enforceability againat i of this Guarantee in accordance
with its terma. No representation (s made in respect of the laws of the Kurdistan Region of Irag or
the Republic of Irag.

The Guarantor is not a party to any ad mini ar jud or arbitration
that could affect the validity or enforceability of this Guarantee.

=1 Th and the y refer any dispute, claim, or contraversy
c-6
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Produsiion Tharing Cantract - Piramagres

of or in ion with this {including claim o ¥
relating te any nan-tentractual ohibgatians arming out of of in connection with this Guarantes| 1o
and to be finally reselved by arbitration under the rules of the Landon Court of Internations|
Arbitration, which rules are incorparated by reference into this clause 10,

The language of the arbitration will be English, and any award will be written in the English
language.

The seat, or legal place, of the arkitration will be Landon, England.

The arbitral tribunal will ane directly the Lenden Court of
International Arbitration.

The af an arbitral award by any court of com petent
Jurisdiction.

Any award must be expressed in LSS,

The arkitral award will be final and not subject ta any appeal.

If any guestion of law arises during the arbitral proceedings or arises out of an award, neither the
Gowernment nar either Guarantor may make an application or bring an appeal to any court an a
guestion of law, and both the Govirnment and the Guaranisr expeisly walve their respective
rights to make an a or bring an app: the English Arbitration Act 1587,

Th shall the fram L costs and

[including legal fees and any taxes or wd by the in the enfarcement and
pratection of its rights under this Guarantes.

Benefit; Assignment
This Guarantes inures to the benefit of the Government and its fand any subseguent] successors
and assigns, each of which shall be entitled to enforce this i

Mo Guarantor s entitied to siaign or transfer all or any of ita rights, benafits, or oblgations under
this unless Ppr prior written consent Lo the Guarantar, The
Gowernment i entitled to assign all or any of s rights and benefits hereunder.

Severability

W at any time any af thi I to be illegal, imvalid, or unenlorceable in any
respect under the Laws of any jurisdiction, neither (2] the legality, validity or enforceability of the
remaining provisions hereof, nor [b] the legality, validity, or enforceability of such provision under the
Laws of any other jurisdiction will, in any such case,_ in any way be affected or impaired thereby.

Variation

111 This miy be ly by & written agreement of the Government and the
Guarantors that identifies itself a3 an amendment to this Guarantee.

Th ar the may waiee any provision in this Guarantes onky by a writing
exptuted by such party.

A waiver or consent made on one only in that and anly for the
purpode stated.

Mo faikare or delay in exerciing any right of remedy, of in requiring the satisfaction of any
condition, under this byaG of the and no act, af
course of dealing between the Government and a Guarantor, will operate as 2 waiver or estoppel
of any right, remedy, or condition.
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12.  Gowerning Law
This Guarantes and all matters ariing fram ar
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Accepted and received for snd on behall of the

ﬂl“lf‘“l Regional Council
for the O and Gas Alfairs of the Kurdistan Reglon - lrag

On behalf of the Ministry of Natural Resources in the
Kurdistan Region

[Signature page to Guarantee of [X] [¥, et alf in fovear of the Gavernment of the Kurdistan Region of irag
(Firamogrun).]
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