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CONFIDENTIAL
DOE v. UNOCAL
SUBJECT TO PROTECTIVE ORDER

ASSIGNMENT AGREEMENT

This Assignment Agreement (‘the Agreement®) is made and entered into this
ay of January ‘
L€ "™ cay of J 1993

by and between : -

- TOTAL MYANMAR EXPLORATION AND PRODUCTION, (hereinatter
referred to as TOTAL),a corporation duly organized and existing under the
laws of the French Republic, having its registered office at Tour TOTAL,
24, Cours Michelet - 92800 PUTEAUX, FRANCE,

ang

- UNOCAL MYANMAR OFFSHORE Co. Ltd, (hereinafter referred to as
UNOCAL), a corporation duly organized and existing under the laws of
Bermuda, having an office at 1201 West Sth Street, Los Angeles CA
80017 USA.

TOTAL and UNOCAL being hereinafter referred to individually as *PARTY® and
collectvely as "PARTIES®,
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SUBJECT TO PROTECTIVE ORDER

WITNESSETH
M

WHEREAS on July 9th 1982 TOTAL and MYANMA OIL AND GAS ENTERPRISE
entered into :
- a2 Memorandum of Underszanding for the Moartama Gas Project

(hereinafter the *MOuU*),
- a Producton Sharing Contract for Appraisal Devalopmeg; and Production of

Petroieum in the Moartama Area between Myanma Oil and Gas Enterprise
and Total Myanmar Exploration and Production (hereinafter the *PSCe) ;

WHEREAS on the same date werse issued :

- a Letter from Total Myanmar Exploration and Produczi_on concerning the
NAY MIN YAUNG RIG.

- and a Side Latter frcrq Myanma Qil and Gas Enterprise,

those four documents being hereinaftar referred to as the "CONTRACT® and
attached hereto as Appendix 1.

WHEREAS Section 17.2.g) of the PSC and Section 5.¢) of the MOU allow TOTAL
o assign to a third party in whoie or in part its undivided interests, rights,
privileges, duties and obligations under the CONTRACT subject to the written

consent of MOGE : and

WHEREAS TOTAL is willing to assign to UNOCAL and UNOCAL is willing to
acquire an undivided forty seven and five tenth percent (47.5 %) partcipating
interest in the total undivided interests, nights, privileges, duties and obligations
under the CONTRACT (hereinafter the “Transferrad Imterest”).

NOW THEREFORE, in consideration of the premises hereinabove and of the
Ut covenants herein contained, th&PAR‘F&é‘Sagmae-ioﬂmvs:
cr’
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ARTICLE 1 . REPRESENTATIONS AND WARRANTIES

1.1, Each PARTY warrants to the other that it has full corporats power to make
this Agreement and fulfil its obligations hersunder, and that its signatory
has been properly authorized to execute and deliver this Agreement :

1.2. TOTAL for the purpose of this Agreement hereby represents and warrants
to UNOCAL that on the Effective Date as defined hereakter -

- the CONTRACT has been signed by TOTAL and MOGE and is in fuiI
force and effect ;

. subject only to the written consent of MOGE under sub-Section
17.2.(g) of the PSC and under Secticn 5.c) of the MOU, TOTAL is
free to assign to UNOCAL the Transferred Interest ;

- to the best of TOTAL's knowledge, neither TOTAL nor MOGE is in
defauit in the performancs or tulfillment of any material obligation or
condition contained in the CONTRACT.

Effective Date means the date of signature of this Agreement as
hereinabove mentioned .

1.3. Each PARTY agrees that it shall ndemnity and hold harmiess the other
from and against all loss or damage sustained by the latter as a result of
- any breach by the former of any of its warranties or representations in this
Agreement, but excluding any indirect or consequental damages such as
but not limited to loss of profit or business interruption.

ARTIC - ASSIGNM Fl T

2.1. Subject to the written consent of MOGE and subject further 1o the
PFOvisione hecain Contained, TOTAL hecoby ransiers ang #EEGNE oA the
Effective Date to UNOCAL. and UNOCAL accepts, the Transferred Intarest,
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2.2, As a result of the afcrementioned transfer and assignment and subject to
the provisions herein contained, the undivided participating interests of the
PARTIES under tha CONTRACT shall be as follows :

TOTAL 52.5 %
UNOCAL 47.5 %,

It is well understood that these participating interests4as may be modified
in accordance with the provisions hereunder) shall apply to the Petroleum
Producton Joint Vamture and tc the Gas Transnor%aéfcﬁ‘ Company (when
constituted) as defined in the MOU, N

ARTICLE 3 - THE CONSIDERATION

3.1. As a consequence of the transfer and assignment of interest as provided
for in Artcle 2 above UNQCAL agress to pay its partcipating interest share
of all costs and expenses under the CONTRACT.

3.2.
3.2.1.a) UNQCAL shall reimburse TOTAL of forty seven and five tenth
percert (47.5 %) of all costs paid by TOTAL under the CONTRACT
from effective date of the CONTRACT (i.e. 9th July 1892) untl the
Effective Date inciuding the sign\atura bonus ¢f United States Dollars
- fiftean million (US $ 15 M),

b} the amounts to be paid by UNOCAL under a) above shall be notified
by TOTAL to UNOCAL at the earliest after the Effective Date:
payment by UNOCAL shall take place within twenty (20) days of
such nodfication.

3.2.2. The cash call procedure described in Article 7 paragraph f) of this
Agreement shall immediately apply to any other costs and expenses.

3.3. UNOCAL will pay to TOTAL within twenty (20) days of the Effective Date 8

o’
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8 lump sum consideration of United States Dollars one (1) Million.

=X Myvanmay :
{6 3.4, /A\If"i{axes‘.= duties or other payments to be paid deriving in any way from the
tr fe . .
{,«Q ue&%n%cntamplatad herein will be for the sole account of UNOCCAL,
QXQ except those to be paid by MOGE in accordance with Subsecton 17.1.0)

of PSC.

ARTICLE 4 - PETROLEUM AUTHORITY QF THAILAND EXPLORATION AND
PRODUCTION ("FTTEP") PARTICIPATION

4.1. Pardcipating interest -

According to Section 5.c) of the MOU, PTTEP has a right to pardcipate in
both ssgments of the Moattama Gas Project with a participation share of
up to thirty (30) percemt of the aggregate Foreign Participants share, (i.e.
as of the date hereof TOTAL and UNOCAL shares).

In the evernt PTTEP exercises this right and becomes effectively the holder
of a partcipating interest in the CONTRACT, appropriate assignment
mechanisms shall be set up so that the Partcipating interests of TOTAL
and UNOCAL respectively be each reduced on a prorata basis.

With the assumption that PTTEP exercises fes full participation right, the
participating interests in the CONTRACT will be as follows :

TOTAL 36.7500 %
UNQCAL 33.2500 %
PTTEP 30.000 %.

4.2. Financial Terms

The PARTIES acknowledge that PTTEP has requested in relation to its
perticipation in the- Meattame- Ges- Project, 10 bo- fuily camied dusing the
Arpraisal Period. The PARTIES agree that such a request has to be taken 9
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imo consideration but that limitanons. as far as duraton and extant of this
Carry are concemed, have to be sought through negotiations with PTTEP.

The additional burden which may result from a carry of PTTEP during the

 Appraisal Psriod will be bome by TOTAL and UNOCAL prorata to their
participating intarest ; the resutting contributing share shall be referred to
as “Paying Interest®, and the comtributing parties shall be referred to as
*Paying Parties”.

ARTICLE 5 - MOGE PARTICIPATION

In case MOGE exercises in accordance with Section 19.1. of PSC and Section
5.b) of the MOU its rights to demand that a partic_:ipating interest of up to fifteen
(15 %) be offered, the participating interests of the then participating parties will
be reduced on a prorata basis.

With the assumption that MOGE exercises its full participation option (and that
PTTEP has exercised same), the partcipatng interests will be as follows :

TOTAL 31.2375 %
UNQCAL 28.2625 %

PTTEP 25.500 %
MOGE 15.000 %
ART1 - MO APPROVA

6.1.  TOTAL shall request MOGE approval immediately after the Effective Date.
TOTAL and UNOCAL shall use their best efforts in order 10 expedite the
obtaining of MOGE' approval of the transfer and assignmert herein
provided for.

mmmammmm&mmm

execute the Deed of Assignment attached hereto as Appendix 2. 10

o
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6.2. Should MOGE's approval not be received by six (6) months from the
Effective Date, this Agreement may be terminated by either PARTY by
delivering written notice of terminagon to the other at any tme after that
date, but before receipt of such approval.

Should MOGE give approval but with conditions which are unacceptable to
either of the PARTIES, then the PARTIES shall meet promptly in order to
try and resolve the situation. Should the conditions set by MOGE remain
unacceptable to either of the PARTIES, this Agreement may be terminated
by such PARTY giving notice to the othar within thirty (30) days of receipt
of the conditional approval. -

Should MOGE disapprove, then this Agreement shall unless otherwise
agreed terminate on the date of such refusal.

6.3. In the evert that this Agreemert is terminated according to sub-Article
6.2. above, then :

- TOTAL shall reimburse UNOCAL of all the costs bormne by UNOCAL
under sub-Articles 3.1., 3.2. and 3.3. hereabove, within twenty (20)
days of UNOCAL's request for such reimbursement, and

; UNOCAL shall repay to TOTAL all of UNOCAL's income deriving
from the Contract Area under the CONTRACT, within twenty (20)
days of TOTAL's request for such payment.

ARTICLE 7 - THE PRODUCTION QPERATING AGREEMENT

In order to provide for the joint exploration, deveiopment, production and related
operations as well as for the determination of TOTAL's and UNOCAL's respective
rights and obligations in connection with the CONTRACT., the PARTIES and any
WMMCWWMMCWMW g
conclude as soon as possible following the execution of this Agreement a 11

"
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Production Operating Agreement (hereinafter *"POA") and tne relevant Accounting
Procedure on the basis of a draft prepared by TOTAL This POA shall govern the
relationship of the participants in the Petroleum Production Joint Verrture

When Commercial Discovery is determined in accordancs with Section 2.1.a) of
the MOU and Section 7.7.1. of the PSC :

- the POA and Accounting Procedurs shall comtnue to govemn the
relationship of the participants in the Petroleum Produetion Joint Venture,

- the Gas Pipeline Participation and Operatng Agreemant (as referred to in
Secton 6 of the MOU) shall govemn the relationship of the partcipants in
the Gas Transportation Company.

The PARTIES agree that subject to the provisions of the CONTRACT the POA
shall provide, inter alia, the following :

a) Statement of the Partes ("Party(ies)” meaning party(ies) to the POA ang
Accounting Procedure) respective undivided participating interests,
according to which the Parties will share the riéhzs and cbligations defined
in the PSC, subject to the terms and conditions of this Agreemertt and of

the POA :
b} Appointment of TOTAL as Operator. The Operator shail inter alia :

. have the exciusive charge and conduct of the operations under the
supervision and direction of the operating committee representing
the Parties ("Operating Committee®) in accordance with the
approved work programs and budgets,

UYP3 002829

- represent the Parties before MOGE with respect to all matters
peruaining to the CONTRACT, except for disposal of production,
filing income tax retumns, and generally for the marters which must
NWWW.&#\PWMMM“W
CONTRACT and of the POA. Each non-Operator Party may be 12
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present at meetngs wrth MOGE on martters jointly and materially
atfecting the Parties, provided however that Operator shall be the
spokesman for the Parties ;

D T,

- in relation with the-Gas sales agreements and reiatad agreements,
conduct the negotiations, under terms to be agreed in a Commercial
sub-committes t0 be established under the direction of the
Opersting Committee, and be the spokesman for the Parties, each

- non- Operator having the right to be present at any significant
meetings with Petroleum Authority of Thafland (FTT).

- keep the non-Operator(s) informed of the progress of the operations
and make the relevant data available to them ;

- proposs an annual work program and budget not later than
September 15th of each year ;

- enter into such conmacts as necessary to obtain the services,
materials and equipments needed for the operatons, taking imo SN

' account the current availabilities of the imemational market, the
Operator's own availabilites and the provisions of the PSC : -

- propose an insurance program for the Parties ;

- keep true and correct books,  accours and records of the
operations :

- establish an Authorization For Expenditure (AFE) Procedure ;

- charge the joint account with all the costs bome in relation with the
joint operations ;
UYP3 002830
c) Institution of an Operating Committee providing for supervision and
Giecton of the- jrmt operations. «m»mmmww«gmzu 13
Parties, and meeting at least once a year, 1o adopt the annual work
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program and budget before. it is presented to the Managemaent Commirtee
and/er MOGE.

Voting Procedure :
Unanimous vots of the Parties shall be required for tha following martters -

0] unitization (when not imposed by MOGE or any Mvyanma
governmental authority empowered to do so) ;

N -
{i1) voluntary surrender of whoie or part of the Contract Area :
{i1}) amendment or termination of the CONTRACT or POA ;

(iv) decision with respect to the declaration of a commercial discovery
and to the overall development plan and budget and delimitation of
the development area related thereto : failing unanimity, right of
any Party not willing to develop, not to participate in the related
development and production, and right of any Party(ies) willing to
develop, to do so for its(thair) own account ;

Unanimous vote of the Paying Parties shall ba required for :

{v} projects and related budgets for drilling, deepening, side-tracking

and testing Sf exploratory wells to the extant they are beyond the
- minimum commitments under the PSC :
UYP3 002831

(vi) other exploration projects or part thereof and related budgets to the
extent they are beyond the minimum commitments under the PSC
when the cost of all or any part of the project beyond such
minimum commitments is to exceed two (2) Million U.S. Dollars ;

All other matters shall be decided upon by the affirmative vote of at least
o rom-kifiitate Peying Perves (" Affiace’ heving i tre Agreement the

meaning defined in the PSC) fepresenting at least an aggregate Paying
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«11 .

interest of sixty percent ( 60 %) of the aggregate of undivided Paying
Interests held by all Paying Parties. However if the concurrence of such
Parties cannot be reached for decisions relating to a work program which
has to be carried out in order to comply with the minimum commitments
under the PSC, decision will be taken on a simple majority basis and,
absent a simple majority vote, then the Operator's proposal (restricted to
those minimum commitments) shall be deemed approved by the Operating
Committee.

d) Operations by less than all Parties (Exciusive Operations) : appropriate
provisions applicable to the right of any willing Party(ies), in the absence of
unanimous vote as aforesaid in respect to operations consisting irter alia in
the drilling, deepening, side-tracking or testing of an exploratory or
appraisal well in excess of the minimum work commitments under the
PSC, to carry out such operations at its(their) sole risk and expense. Within
a specified period, any non-willing Party(ies) may elect to join in the
Exclusive Operations, in which case it shall pay the willing Party(ies) in
cash its participating interest share of all costs and expenditure which it
would have contributed if it had participated in the Exclusive Operations
from the beginning and in addition one thousand (1 000) percent of the
amount it would have contributed if it had participated in the Exclusive
Operations from the beginning in the case of an exclusive wildcat well and
five hundred (500) percent of the said amount in case of an exclusive

appraisal well.

e) Right for each Party having fulfilled its contractual obligations to withdraw
from the POA and renounce its participating interest under the
CONTRACT, provided that all minimum work obligations under the PSC
have been fulfilled and that the withdrawing Party shall bear and pay its
full share of any expenditure incurred or to be incurred under any existing
work program and budget approved prior to its notice of withdrawal.

f) Sharing of the costs bomne in relation with the operations in proportion to
e resTeTive pErtcipEtny MTETests of the Parties, lsubiess 10 the soie raie
provisions).

15
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Cash calis relating to the costs and expenses to be incurred each month
shall be made by the Operator not later than the S5th of the operating
month concemed, based upon the estimated cash reguirements for the
operating month concemed. Cash calls shall be so detailed as to permit
referance of each rtem therein to the appropriate item in the approved
budgst. Cash cails shall contain a tentative estimate for the next two
months cash requirements.

Corresponding payments to the Operator shall be made on the date
indicated in the monthly cash call, such date being at least twenty (20)
days after receipt of such cash call. Unpaid amounts shall bear compound
interest at LIBOR + 4 %. The Operator shall submit the Parties a monthly
statement of costs and expenses within thirty (30) days from the end of
each month ;

gl customary dafaulting provisions ;

h) Sharing of production accerding to the Pardes' respective participating
imterests, and separate disposal of production at an agreed point of
delivery ;

i Separate rights, obligations and liabilities (not joint), in proportion to the

respective participating imterests of the Parties, the Operator being liable as

— such only in case of wilful misconduct of its senior supervisory personnel,
and in no case for consequential damages ;

i Separate tax liability of the Partes ; UYP3 002833

k) . Right of each Party to assign its participating interest to an Affiliate, it
being understood that in such event the assigning Party shall provide the
other Partylies), if requested by any of them, with a guarantee of
performance by said Affiliate ;

1} Right for each Party to assign to a non-Affiliate third party, the whoie or 16
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part of rts participating interest subject to
- the provisions of the CONTRACT,

. wrtten notice given by that Party to the other Party(ies) of its intent
to assign, the other Party(ies) having a priority right to acquire such
interest in the same terms and conditions as thosa offered by the
aforesaid third party,

- any assignee being bound By the POA, except for such
modifications 2s may be necessary to reflect such assignee's
participation in the CONTRACT,

- the offered interest not causing the participating interest of the
assigning Party or of the assignee to be less than ten percent
(10 %) of the one hundred percent (100 %) intarest held by all
Parties.

m) Definition of the costs chargeabie to the joimt account including costs of
full-time and part time labour (the latter on time-sheet basis and according
to the Operator's usual practice), material, services, insurance premiums,
damage or losses not covered by insurance, legal expenses, duties, taxes
(other than Operator's income taxes), offices, camps and facilities.

n) General overheads covermg the QOperator's Affiliates' costs not otherwise
chargeable, caiculated by applying the following rates :

First U.S. Dollars 5,000,000 5 %
Next U.S. Dollars 3,000,000 3%
Next U.S. Dollars 2.000.,000 2%
Over U.S. Dollars 10,000,000 1%

If during & given year the amourt calcuiated for such sarvices on the basis
of these POLCIRIIGES 8- 1006 thah- 0Re hundied thousand US Bollacs. (USs
100,000} such amount shall be increased up to said amount of US Dollars.

e

UYP3 002834 0
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General overheads under the PSC will be charged to the joint account,
Oifference between overheads to be paid under this paragraph n) and
under the PSC will be charged to the sole accounts.

o) Operator shall maintain accountng records in accordance with generally
accepted accounting practices generally used in the petroleum industry.
Non-Operators shall have the right to audit the accounts and tecords of the
joint account. -

Pending the execution of the POA and Accounting Procedure, paragraphs a)
through o) hereabove shall be applicable berween the PARTIES and. as far as
possible, their possibie assignees.

ARTICLE 8 - CONFIDENTIA

The conterts of this Agreement shall be treated as Confidential Information in
accordance with the provisions of the Confidendality Agreement sxecuted by the
PARTIES on July 31st 1992, which remains in full force and effect.

ARTICLE 9 - APPLICABLE LAW . ARBITRATION

This Agreement shall be interpreted in accordance with the laws of England.

All disputes arising in connection with this Agreement shall be finally setted
under the Rules of Conciliaton and Arbitration of the International Chamber of
Commerce by one or more arbitrators appointed in accordance with the said

Rules.

Judgment upon the award rendered may be entered in any court having
jurisdiction or application may be made to such court for judicial acceptance of
the awasd 2nd a0 ordes of eniorc ament 28-the- C20e- may be- 18

74
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The piace of arbrration shall be Brussels and the language of arbitration shall be
English. :

A 10 - NOT

Any notice and other communication to be given hereunder shail be deemed o
have been properly given when delivered, if delivered by hand, or when received,
it sent by registerad letter or cable or telex or fax to the PARTIES at the following
addresses or at the addresses subsequently notfied in wrrting by the PARTIES :

TOTAL MYANMAR EXPLORATION AND PRODUCTION.

Tour TOTAL

TEP/FEQ

82069 PARIS LA DEFENSE FRANCE
Attention Mr J.M. BEUQUE

Tél. :(33) 142913281

Fax :(33)142913012

Telex : 615700 F

UNQCAL MYANMAR OFFSHORE Co. L1d :

1201 West Sth Street

LOS ANGELES CA 90017 USA
Tel. 112138777600

Fax :12138775188

Telex : 188 334 UNOCAL UT
Atterdon : Stephen C. LIPMAN

UYP3 002836
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.16 -

ARTICLE 11 - HEADIN

The headings of all sections of this Agreement are inserted for convenience of
refarence only, and shall not affect the construction or the interpretaton of this
Agreement.

A - RE AGR

Except as otherwiss provided at Artcie 8 herein, this Agreen?ént supersedes all
previcus representations, understanding and negotiations, written or oral related
to the subject matter hersof between the PARTIES and between & PARTY and an
Affiliate of the other PARTY, and constitutes the entire agreement between the
PARTIES hereto with respect to the subject matter hereof. It may be neither
amended nor modified except by written instrument signed by or on behalf of the

PARTIES.

IN WITNESS WHEREOQOF, this Agreement has been duly signed in two originals by
the PARTIES hereto on the date first above written.

TOTAL MYANMAR EXPLORATION UNOCAL MYANMAR OFFSHORE Co. Ltd.
AND PRODUCTION

Neon

BY :"3M BEUQUE

TITLE : Chief Executive Officer TITLE : President

UYP3 002837
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APPENDIX 1

CONTRACT
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PRODUCTION SHARING CONTRACT

[ FOR APPRAISAL, DEVELOPMENT
’ AND PRODUCTION OF PETROLEUM o

IN THE MOATTAMA AREA

BETWEEN

| MYANMA OIL AND GAS ENTERPRISE

y o

TOTAL MYANMAR EXPLORATION AND
'~ PRODUCTION

23
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PRODUCTION SEARING CONTRACT
FOR APPRAISAL, DEVELOPMENT AND PRODUCTION
OF PETROLEUM IN THE MOATTAMA AREA
BETWEEN ‘
'MYANMA OIL AND GAS ENTERPRISE
AND
TOTAL MYANMAR EXPLORATION AND PRODUCTION

’ THIS CONTRACT entered into and delivered at Yangon, The Union of

Myanmar on the ¢ 2 day of __ A, b, Nineteen
Hundred and Ninety Two by and between Tﬁ I@YANMA OIL AND
GAS ENTERPRISE, an enterprise organized and existing under the
Laws of the Union of Myanmar (hereinafter referred to as the "MOGE"
which expression shall, unless repugnant to the context or the meaning
thereof, be deemed to include its Successors and permitted assigms),
represented by the purpose of this Contract by THE MANAGING
DIRECTOR, MYANMA OIL AND GAS ENTERPRISE,

of the one part

and

TTeer T B

TOTAL MYANMAR EXPLORATION AND PRODUCTION, a company
! existing under the Laws of France (hereinafter referred to as the

"CONTRACTOR" which expression shall, unless repugnant to the
context or the meaning thereof, be deemed to include its successors and

permitted assigns), represented for the purpose of this Contract by its
Chairman of the Board,

e e —————————

of the other part.

UYP3 002843
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WITNESSETH

WEHEREAS, The-Union of Myanmar is the sole owner Of&M: natural
resources within her territory and offshore areas and has the right to
develop, extract, exploit and utilize the natural resources in the interest
of the people of all the national groups ; and

WHEREAS, MOGE is an enterprise formed by the Gg_vgrnment of the
Union of Myanmar and is concerned with exploration and production of
"Petroleum" within the Union of Myanmar both onshore and offshore ;
and

WHEREAS, MOGE has the exclausive right to carry out all Petroleum

operations in the Union of Myanmar and throughout the area

corresponding to blocks M5 and M6 located in offshore Myanmar

(Moattama) and described in Annexure "A™ and outlined on the map

which is Annexure "B", both attached hereto and made a part hereof,
i which area is hereinafter referred to as the "Contract Area” ; and

} WHEREAS, CONTRACTOR is of sound financial standing and

possesses technical competency and professional skill for carrying out

) ' exploration, appraisal, and development works and other "Petroleum
queratiQng‘u hm- ﬂerdeﬁned ;m e e T ST S ST S T s

WHEREAS, the parties each has the right, power and authority to enter
into this Contract ; and

WHEREAS MOGE has made two gas discoveries in the Contract Area,

namely the 3DA-X and 3 DA-1 Structures.
: UYP3 002844

WHEREAS, MOGE and CONTRACTUR mutuafly desire to enter ints

this agreement for a Production Sharing Contract in relation to the

Contract Area ; 27
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WHEREAS MOGE and CONTRACTOR have entered into on this same
S\}, day of A\, 4 pineteen hundred and ninety two a
Memorandum of Una%rs&_nding, hereinafter referred to as "MOU' :

WHEREAS this Production Sharing Contract and the MOU describe
and constitute together the agreement of the parties in relation to the
Project for appraisal, development and production of the two gas
discoveries made by MOGE in the Contract Area; _

’ NOW, THEREFORE, for and in consideration of the premises and the
mutual covenants hereinafter set out, it is agreed as follows :

UYP3 002845
28



CONFIDENTIAL
DOE v. UNOCAL
y ‘ SUBJECT TO PROTECTIVE ORDER

-3

SECTION 1 - DEFINITIONS

In this Contract, words in the singular include the plural and vice
versa, and except where the context otherwise requires the following
terms shall have the meaning set out as follows : ‘

1.1. “"Accounting Procedure” means the procedures and reporting
requirements set forth in Annexure "C",
1.2. "Affiliate" means any company, any party or other legal entity :
P a) in which CONTRACTOR holds directly or indirectly at 7

least fifty percent (50 %) of the shares entitled to vote, or

b) which holds directly or indirectly at least fifty percent
(50 %)of CONTRACTOR's shares entitled to vote, or

| c) in which at least fifty percent (50 %) of the shares entitled
' to vote are owned directly or indirectly by a company,
party or legal extity, which owns directly or indirectly at
least fifty percent (50 %) of the shares of CONTRACTOR
entitled to vote.

) 1.3. "Appraisal Period” means the period which CONTRACTOR
: deems necessary to determine whether the Discoveries are
’ Commercial Discovery.

1.4. "Appraisal Programme” means 2 programme submitted by
CONTRACTOR pursuant to Section 6.2., under which
CONTRACTOR will evaluate and delineate the Discoveries, or
purszant to Section 7.2., under with CONTRACTOR will
evaluate and delineate an Other Discovery.

UYP3 002846
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1.5. “Associated Gas" means Natural Gas found in association with
Crude Oil if such Crude Oil can by itself be commercially
produced.
1.6. Ave ilv i " means:

. for Gas : the total Cubit Feet produced in each calendar
month divided by the days in the said month.

. for Crude Oil : the total barrels of Crude Oil produced in
’ each calendar month divided by the days in the said

month,

1.7. ~Barrel” means a quantity or unit of forty-two (42) US gallons
liquid measure, at or corrected to a temperature of sixty degrees
(60°) Fahrenheit with normal atmospheric pressure at sea level

1.8. ~Budget" means an estimate of income and expenditure.

1.9. "Calendar Year" or "Year" means a period of twelve (12)

copsecutive months commencing with January lst and ending
with December 31st next following, according to the Gregoriazn
k Calendar.

1.10. "Commencement of Commercial Production” means, in relation
to any Development and Production Area, the date on which
regular and continuous sales of Natural Gas commence or the
date on which regular and continuous shipments of Crude Oil
(excluding tast production) commence.

UYP3 002847

1.11. “Commercizl Discovery” meens

in relation to the Discoveries that such Discoveries have
been determined Commercial by CONTRACTOR in
accordance with Sections 7.7.1. and 13.3 herein;
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in relation to the hydrocarbons in liquid form that may be
discovered during the performance of the Appraisal
Program, and in relation to any Other Discovery of
Petroleum under this Contract that such Petroleum consist
of an accumulation or accumulations of Petroleum which
CONTRACTOR, after conducting appraisal operations to
assess the quantity and quality of the Petroleum present,
the place and the depth of its location, the required
potential expenditure, prices prevailing in the world
’ market, and other relevant factors, decides to develop and
produce. -

1.12. “Contract Area” means the offshore area described in Annexure
"A" and shown on the map in Annexure "B".

The Contract Area extends to all depths within its lateral

boundaries.
1.13. “Contract Year" means a period of time (normally of three
bundred and sixty-five (365) consecutive days) commencing with
the Effective Date.
i 1.14. “Cost Petroleuym*” means Petroleum out of which Contractor may N
{ © 7 recover the costs and expenses of the Petroleum Operations

pursuant to Section 9.4.

1.15. “Crude Qil" means crude mineral oil, asphalt ozokerite, casing
head petroleum spirit, and all kinds of hydrocarbons and
bitumens whether in solid, liquid or mixed forms, including
condensate and other substances extracted or separated from
Natural Gas.

UYP3 002848
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1.16. ZCuybic Foot" means a quantity or unit of vapor saturated Natura]
Gas contained in one (1) cubic foot of space at a temperature of
sixty degrees (60°) Fahrenheit and pressure of 14.735 psia (30 in

Hg).-

s T
- N~ -

1.17. "Delivery Point” means (af?gf Natural Gas the point of delivery
to the Gas Transportation Company as determined in section 2.2
of the MOU and (b) the point of export, Myanmar, for Crude Qil
made available for export sale, (¢) the agre_ejl point of delivery
within the relevant Development and Productien Area for royalty

P Crude Oil delivered to MOGE pursuant %o 'Section 10.1. and

Crude Oil made available for the Myanmar domestic market-
pursuant to Section 14.1 ;as the case may be.

1.18. “Development and Production Area” means the area established
‘ by CONTRACTOR in accordance with Section 8.3. by notifying

MQ@GE in writing that CONTRACTOR has made a Commercial
Discovery and furnishing a map describing an area comprised of
all or a portion of the Contract Area believed by CONTRACTOR -
to contain the Commercial Discovery. Once designated 2.
Development and Production Area shall extend to all depths™
within its lateral boundaries.

P 1.19. “Development and Production Operations” means all operations
; and related administrative and other activities, within or outside

the Contract Area, which are carried out following approval of 2
Development Plan for a Development and Production Area in
connection with the extraction, separation, processing, gathering,
transportation, storage, treatment and disposition of Petroleum
from such Development and Production Area.

1.20. "Development and Production Period” means, in relation to each

Development and Production Area, the period specified in Section
3.5.

UYP3 002849
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1.21. "Development Plan” means a plan for development of a

Commercial Discovery prepared by CONTRACTOR and approved
in accordance with Section 8.6., including any amendments
thereto.

1.22. a) "Discoveries” means the discoveries of accumulations of
Natural Gas already made by MOGE in the Contract Area.

b) *Other Discovery” means any other discovery of

accumulation or accumulations of Petroleum which in the

? opinion of CONTRACTOR may be capable of being
produced in commercial quantities.

1.23. "Effective Date" means the date following execution of this
Contract and of the MOU by the Parties, on which the last act
necessary to give this Contract and MOU the full legal effect bas
been taken

1.24. "Exploration Operations" means operations which are conducted
under this Contract for or in connection with the exploration for

Petroleum including, without limitation, geological, geophysical
and other technical surveys and studies, the review, processing
i and analysis of data, the drilling of exploratory and appraisal
wells.

o

1.25. “Fjeld" means an underground accumulation of hydrocarbons or
two (2) or more such accumulations overlying one another in
connected or separate horizons or reservoirs, related to one single
or several combined geological traps, and which must be
considered as a unit for the purpose of Petroleum Operations.

4 1.26. ~Fipancial Year” means the Financial Year of the Government of

! the Union of Myanmar and extending for a period of twelve (12)
| months commencing with 1st Apn'i and ending with 31st March
P next follcm'ﬁg.

33
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1.27. "Foreign Exchange” means currency other than that of the Union

of Myanmar but acceptable to the Union of Myanmar.

1.28. ~Natura] Gas" means all gaseous hydrocarbons produced from
wells, including wet mineral gas, dry mineral gas, casing head
gas and residue gas remaining after the extraction or separation
of liquid hydrocarbons from wet gas.

1.29. "Operating Costs" means all of the costs and expenditures borne

r and incurred by CONTRACTOR in or in connection with the
conduct of Petroleum Operations pursuant to this Contract, -

dstermined and accounted for in accordance with Annexure "C”.

1.30. "Petrpleum” means and includes both Crude Oil and Natural
" Gas, as well as any other hydrocarbon produced in association
therewith. ’

1.31. "Petroleum Operations™ means all operations under this
Contract, including, without limitation, Exploration Operations,
Development and Production Operations, all associated planning,
design, administrative, engineering, construction and

maintenance operations, and any other operations and activities,

b otherwise contemplated under the provisions of this Contract.

1.32. "Work Programme” means a programme mutually agreed by
MOGE and CONTRACTOR itemizing the Petroleumn Operations

to be conducted within or with respect to the Contract Area or
Production Area and the time schedule thereof

UYP3 002851
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SECTION2.SCOPE

2.1. This Contract is a Production Sharing Contract. In accordance
with the provisions herein contained, MOGE shall have and be
responsible for the management of the operations &ontemplated
hereunder.

2.2. CONTRACTOR shall be responsible to MOGE for the execution
of such operations in accordance with the provisions of this
Contract, and is hereby appointed and constituted the exclusive
company to conduct Petroleum Operations in the Contract Area
P CONTRACTOR shall provide all the financial and technical
assistance required for such operations. CONTRACTOR shall -
carry the risk of Operating Costs required in carrying out
operations and shall therefore have an economic interest in the
development of the Petroleum deposits in the Contract Area
Such costs shall be included in Operating Costs recoverable as
provided in Section 9.4. The interest expenses incurred by the
CONTRACTOR to finance its operations hereunder shall not be
cost recoverable from Cost Petroleum.

2.3. During the term of this Contract the total production achieved in
the conduct of such operations shall be divided in accordancs with
? the provisions of Section 9.7.

uyYP3 002852
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SECTION 3. TERM

3.1.  Unless sooner terminated in accordance with the terms hereof,
this Contract shall remain in effect during the Appraisal Period
and any Development and Production Period. )

3.2. The Appraisal Period shall begin on the Effective Date and shall
consist of an initial term which shall continue for two (2) years
from the commencement of Petroleum Operztzéns as specified in
Section 6.1. ‘

’ 3.3. Ifdrilling operations (including testing) are in progress at the end
of the Appraisal Period, the cuzrrent period shall be automatically -
extended until sixty (60) days after completion of such drilling
operations.

3.4. CONTRACTOR shall notify MOGE thirty (30) days before the
end of the Appraisal Period (as eventually extended) whether it
intends or does not intend to retain the Contract Area as per
Section 13.3.

3.5. The Development and Production Period shall commence with
* respect to any Development and Production Area on the date that
, - CONTRACTOR gives notice of Commercial Discovery relating to
| such Area and shall continue until the expiration of twenty (20)
years from the date of completion of development in accordance
with the Development Plan for such Development and Production
Area.

As regard the Development and Production Period related to the
Discovertes, it skrall furthermore continue until expiratian of the
related Export Gas Sales Agreement (or any extension thereof)
referred to in Section 6 of the MOU.

UYP3 002853 16
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Without limiting the rights of the parties under Section 17, in the
eveat that the parties agree that CONTRACTOR is Prevented or
impeded from carrying on operations or is Prevented or impeded
from gaini.gﬁg,dacigﬁ_ to the Contract Area for re%relating to
the protection™ of persomnel, sub-contractors, or property,
CONTRACTOR's obligations hereunder shall be suspended from
the time of the commencement of such impairment until the
impairment has been alleviated As soon as practicable
thereafter, the parties shall meet and agree upon a period of time
which shall be added to the Appraisal Reriod ang any

Development and Production Period, which period of time shall

be equivalent to the amount of time necessary to restore
operations to the status which they occupied at the time of the
impairment. If the impairment of operations described above
should continue for a period of time exceeding two (2) years,
CONTRACTOR shall have the right to elect to terminate this
Contract and CONTRACTOR shall be discharged from all further

obligations under this Contract, specifically including the _ .

obligation to pay any deficiency under Section 5.2. below.

UYP3 002854
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N 4.RELIN

There will be no relinquishment of area throughout the term of the
Contract except as provided in Section 13.3.

UYP3 002855
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SECTION 5 . MINIMUM EXPENDITURE COMMITMENT

5.1. Subject to the provisions hereof, CONTRACTOR shall commence
Petroleum Operations promptly after adoption of the initial Work
Programme and Budget pursuant to Section &6.2. and the
issuance of all permits, clearances and licences necessary for the
commencement of field operations. As soon as possible following
the Effective Date, CONTRACTOR shall file such documents as
shall be required to effect registration as a foreign corporation
authorized to da business in Myanmar.

? During the term of Appraisal Period, CONTRACTOR shall spend
a total of not less than ten million United States Dollars
(US $ 10,000,000).

5.2. If CONTRACTOR fails to fulfill the minimum expenditure
commitments described herein for Appraisal operations during
the Appraisal Period as may be extended, CONTRACTOR shall
fulfill its obligation by paying the amount of deficiency to MOGE
in cash at the end of the Appraisal Period.

5.3. CONTRACTOR shall on the Effective Date provide, in the forms
shown in Annexure "D* a Parent Company Guarantee issued by
’ TOTAL in respect of the minimum expenditure commitment of

 CONTRACTOR under Section 5.1.

UYP3 002856
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ECTION 6. W ROG! D EXPEND

6.1. Unless otherwise provided herein, CONTRACTOR shall conduct
Petroleum Operations in accordance with approved Work
Programmes and Budgets and shall commence Petroleum
Operations hereunder not later than three (3) months after the
Effective Date, subject to Section 6.2.

6.2. MOGE will provide CONTRACTOR as soon as practicable after
’ Effective Date with all data and information available to MOGE

in relation to the Contract Area. Within sixty (60) days after
receipt of such data and information CONTRACTOR shall
prepare and submit to MOGE for approval a Work Programme
setting forth the Petroleum Operations which CONTRACTOR
proposes to conduct during the first Contract Year and a Budget
with respect thereto. Such Work Programme will comprise the
Appraisal Programme for the Discoveries.

6.3. At least ninety (90) days before the end of the first Contract Year
and every Contract Year thereafter, CONTRACTOR shall
prepare and submit to MOGE for approval a proposed Work

*‘ Programme and Budget for the next succeeding Contract Year.

6.4. Should MOGE wish to propose a revision as to certain specific
features of the said Work Programme and Budget, it shall within
thirty (30) days after receipt thereof so notify CONTRACTOR
specifying in reasonable details its reasons thereof. Promptly
thereafter, the parties will meet and endeavour to agree on the
revision proposed by MOGE. In any event, any portion of the
Work Programme as to which MOGE has not proposed a revision
shall in so far as possible be carried out as prescribed therein

UYP3 002857

6.5. It is recognized by the parties that the details of a Work
Programme may require changes in the light of existing 49
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circumstances and as such the CONTRACTOR with the approval
of MOGE may make such changes provided they do not change
the general objective of the Wark Programme.
6.6. MOGE agrees that the approval of a propesed Work Programme
and Budget will not be unreasonably withheld
6.7. The tentative Work Programme and Budget estimated for the
initial term of the Appraisal Pariod shall be set forth by the
? CONTRACTOR as follows subject to the provisions of Section
5.1:
Appraisal Period (Initial term) Tentative
Budget Estimate
Work Programme (US $ Million)
Existing data and seismic
interpretation and 2 wells 8
Support of operaticns 2
S/TOTAL 10
’ Contingent programme
2 wells and additional seismic 12
. Support of operations and
study of commerciality 3
S/TOTAL 15
TOTAL Appraisal Period 25
UYP3 002858
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a) CONTRACTOR will also perform seismic reprocessing and
reinterpretation on the Contract Area within the initia]
term of the Appraisal period in order for CONTRACTOR to
determine if additional seismic and/or explcfaticn well
may be fustified= *  oma

-—

-yl

(b) CONTRACTOR will also drill one additional well to be
defined by CONTRACTOR on the 3 DA-1 bright spot
structure, should the decision to develop the 3 DA.X

structure be takex.

UYP3 002859
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SECTION 7. DISCQVERY AND APPRAISAL

7.1.  The CONTRACTOR shall notify MOGE not later than thirty (30)
days after any significant Other Discovery of Petroleum within
the Contract Area. This notice shall summarize all available
details of such Other Discovery and particulars of any testing
programme to be undertaken

7.2. Ifthe CONTRACTOR considers that a discovery merits appraisal
the CONTRACTOR shall submit to the MOGE as soon as is
practicable after ccmpletion of the exploration well in question a
detailed appraisal work programme and budget to evaluate
whether the Other Discovery is a Commercial Discovery.

7.3. This Work Programme shall describe the location, nature and
estimated size of the Other Discovery. The Appraisal Work
Programme shall also include a plan of all drilling, testing and
evaluation to be conducted in the Contract Area

7.4. If MOGE requests any changes to the Appraisal Work
Programme and Budget, then MOGE shall so notify the
CONTRACTOR in writing within fifteen (15) days of receipt
thereof and the CONTRACTOR and MOGE shall meet within
fifteen (15) days after receipt by the CONTRACTOR of MOGE's
written notification as to these requested changes to endeavour to
agree on a revised Appraisal Work Programme and Budget. The
Work Programme and Budget approved and adopted shall be
CONTRACTOR's proposal as modified by agreed changes
adopted thirty (30) days after receipt by the CONTRACTOR of
MOGE's written notification of requested changes.

UYP3 002860

7.5. After adoption of the Appraisal Work Programme and Budget,
the CONTRACTOR shall diligently evaluate the Other Discovery
in accordance with such programme without undue interruptions. 43
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26 Within ninety (30) days after the evaluation is completed, but in
any event prior to the expiration of the Appraisal Period (or any
extension thereof pursuant to Section 3), the CONTRACTOR
shall notify and report to MOGE all relevant technical and
economic data relating thereto. )

7.7.1. The CONTRACTOR shall make a determination as to whether
the Discoveries are Commercial Discovery on the following
basis :

» a) a study of commerciality is to be performed taking into
[ consideration 2ll pertinent operating and financial data
collected during the performance of the Appraisal Work
Programme and cotherwise, including but not limited to
‘Natural Gas and/or Crude Qil recoverable reserves,
substainable production levels and other relevant technical
.and economic factors, according to generally accepted
international petroleum industry practice, the applicable
Laws of Myanmar and the provisions of this Contract,

b) all the conditions listed under Section 2.1.2) of the MOU
are met.
‘ 7.7.2. For the determination as to whether an Other Discovery of
" T"NaturalGasisa Commercial Discovery, the provisions of Section .
7.7.1.(a) above will apply, together with the provisions of Section

8 of the MOU.
: UYP3 002861

7.8. The CONTRACTOR shall make a determination as to whether a

’ discovery of Crude Oil is a Commercial Discovery on the basis of

whether that Other Discovery can be produced commercially

after consideration of all pertinent operating and financial data

cottected during the performance of the Appraisal Wark

Program—= and otherwise, including but not limited to Crude Oil
andior Natural Ges recoverable reserves, sustainable production 44

Yasenln amd athas walavvane tarhnical and seanamic factors.
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according to generally accepted international petoleum industry
practice, the applicable Laws of Myanmar and the provisions of
this Contract.

UYP3 002862
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SECTION 8 . DEVELOPMENT AND PRODUCTION

8.1. If the CONTRACTOR reports that Discoveries are Commercia]
Discovery under Section 7.7.1. or that an Other Discovery is
Commercial Discovery under Sections 7.7.2. or 7.8. above, a
Development Plan shall be prepared by the CONTRACTOR and
submitted to the MOGE as soon as is practicable after
Commercial Discovery is notified.

8.2. The Development Plan shall be prepared on the basis of sound
k engineering and economic principles in accordance with
[ generally accepted international petroleum industry practice,
shall be designed to ensure that the Petroleum deposits do not
suffer an excessive rate of decline of production or an excessive
loss of reservoir pressure and shall adopt the optimum economic
well spacing appropriate for the development of those Petroleum
deposits.

8.3. The Development Plan shall contain :

a) details and the extent of the proposed Development Area
relating to the Commercial Discovery, which area shall
correspond to the geographical extension ~of the

: ’ "~~~ Commercial Discovery plus a reasonable margin and shall

be designated as the Development Area for the

Commercial Discovery concerned ;

UYP3 002863
b) proposals relating to the spacing, drilling and completion
of wells, the production and storage installations, and
transportation and delivery facilities required for the
production, storage and transportation of Petroleum :

c) proposals relating to necessary infrastructure investments,
ard employment of Myanmar nationals, and use of 46
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Myanmar materials, products and services in accordance
with Section 17 herein;

d}  a production forecast:and an estimate of r.hc_;nvestment
and expenses involved, and’-

e) an estimate of the time required to complete each phase of
* the Development Plan

8.4. MOGE may require the CONTRACTOR to provide within thirty
b (30) days of receipt of the Development Plan 'such further
information as is readily available and as MOGE may reasonably
need to evaluate the Development Plan for any Development
Area

8.5. If MOGE does not request in writing any changes to the
Deveiopment Plan within ninety (80) days after receipt thereof,
the plan shall be deemed approved and adopted by the MOGE.

8.6. If MOGE requests any changes to the Development Plan, then -
the CONTRACTOR and MOGE shall meet within fifteen (13)
days of receipt by CONTRACTOR of MOGE's written notification

as to these requested changes to agree on changes to the

* " Development Plan Revision to the Development Plan, agreed
within a further period of ninety (90) days shall be incorporated
in a revised plan which shall then be deemed approved and
adopted.

UYP3 002864

8.7. After the Development Plan has been adopted the
CONTRACTOR shall submit to MOGE for discussion ninety (30)
days before the end of each subsequent Financial Year a detailed
statement of the Development Wark Programme and Budget for
such subsequent Financial Year ; for the first full Financial Year
and the partion of the year preceding the first full Financial Year
a detailed statement of the Development Work Programme and 47
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Budget therefor shall be submitted within ninety (S0) days after
the date of adoption of the Development Plan under Section 8.5.
Each such annual detailed statement on the Development Work
Programme and Budget therefor shall be consistent with the
Development Plan adopted under Section 8.5 or as revised
pursuant to Section 8.6 and 8.8.

8.8. The CONTRACTOR may at any time submit to MOGE revisions
to any Development Plan or Development Work Programme and

\ Budget. These revisions shall be consistent with the provisions of

, Section 8.2. and shall be subject to the approval procedure set

forth in Section 8.5. and Section 8.6.

8.9. The CONTRACTOR shall commence Development Work not
later then three (3) months after the date of adoption of the
Development Plan under Section 8.5. and Section 8.6.

8.10. Where MOGE and the CONTRACTOR agree that a mutual
economic benefit can be achieved by constructing and operating
common facilities (including, but not limited to, roads, pipelines
and other transportation, communication and storage facilities),
the CONTRACTOR shall use its reasonable efforts to reach

L _ _agreement with other producers and MOGE on the construction——— - -

* and operation of such common facilities, investment recovery and

charges to be paid.

UYP3 002865

8.11. If, subsequent to the designation of a Development Area, the
extent of the area encompassing the Commercial Discovery or
another such area over or underlying it is reasonably expected to
be greater than the designation in the Development Plan under
Section 8.3. the Development Area shall be enlarged accordingty,
provided that the area coversd shall he entirely within the
Contract Area or, otherwise, not being then awarded to any
person other than NOGE. 48
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SECTION 9 - COST RECQVERY AND PROFIT OIL OR GAS
ALLOCATION

9.1. CONTRACTOR shall provide all funds required to conduct
Pet:'olen:n Operations under this Contract and may recover its
costs and expenses only out of Cost Petroleum in the manner and
to the extent permitted under Section 9.4. CONTRACTOR shall
have the right to use free of charge Petroleum produced from the
Contract Area to the extent it considers necessary for Petroleum
Operations under this Contract.

{ 9.2. Petroleum produced and saved and not used in Petroleum
Operations (hereinafter referred to as "Available Petroleum” or
“Available Natural Gas" or "Available Crude Oil" as may be
applicable) shall be measured at the Delivery Point and allocated
as set forth in this Section.

9.3. CONTRACTOR may take such portion of Available Petroleum
from the Contract Area as is necessary to discharge
CONTRACTOR's obligations to pay the royalty specified in
Section 10.

9.4. CONTRACTOR shall recover all costs and expenses in respect of
’ - -all Petroleum Operations hereunder to the extent of and outofa =~
maximum of fifty percent (50 %) per Quarter of all Available
Petroleum from the Contract Area ; provided, however, that the
costs and expenses of Development and Production Operations in
respect of any Development and Production Area shall be
recovered only from Available Petroleum produced from such
Development and Production Area. Such Petroleum to which
CONTRACTOR is entitled for the purpose of recovering its costs
zmd expenses is hereinafier referved to as "Cast Petralenm?” Such
costs and expenses shall be recovered out of Cost Petroleum in

49
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the later part of the Quarter in which such expenditures are
incurred or in the Quarter in which Commencement of
Commercial Production first occurs within the Contract Area.

9.5. To the extent that in a Quarter costs or expenses recoverable
under Section 9.4. exceed the value of all Cost Petroleum from
the Contract Area for such Quarter, the excess shall be carried
forward for recovery in the next succeeding Quarter and in each
succeeding Quarter thereafter until fully recovered, but in no
case after termination of this Contract.

[ 9.6. The Petroleum Valuation provisions of Section 12 shall be used
for determining the value and quantity of Cost Petroleum to
which CONTRACTOR is entitled hereunder during a Quarter.

9.7. With respect to the Development and Production Area, Available
Petroleum not taken for purposes of payment of royalty under
Section 10 nor taken as Cost Petroleum, as described in Sections
9.4. and 9.5,, in a Quarter shall be allocated between MOGE and
CONTRACTOR according to the following incremental scale,
based on average daily production over the Quarter from the
relevant Development and Production Area ;

? a) Available Natgral Gas Sharing UYP3 002867

The incremental scale for the Available Natural Gas
Sharing will depend on the average‘Export Market Gas
Price (E) during the carresponding quarter.

To determine the incremental scale to be used, the price E),
expressed in US Dollars per million british thermal units
($/MMBTU), will be adjusted as follows :

50
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Where :

I is the arithmetic average of the figures for the
Consumer Price Index published by the United States
Department of Labor, Bureau of Labor Statistics, for
the corresponding quarter.

Io is the value of I for the reference period which is the
last quarter of 1991,

| Ec  isthe adjusted price.

al) I Ec is greater or equal to 29. the following
incremental scale will be applied :

Available Natural Gas MOGE CONTRACTOR
. Share Share
Up to 300 millions cubic 60 % 40 %
feet per day MM scfd)
Between 301 and 600 MMscfd 0% 30%
’ —-~-Between 601 and 900 MMscfd 80% 20%
Above 900 MMscfd 90 % 10%

UYP3 002868
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a2) If Ec is less or equal to 2.6. the following incremental
scale will be applied :

Available Natural Gas MOGE CONTRACTOR
' Share Share

Up to 300 millions cubic 40 % 60 %
feet per day (MMscfd)

Between 301 and 600 MMscfd 55 % 45 %
Between 601 and 900 MMscfd 75 % 25 %
Above 900 MMscfd 80 % 10%

ad) If Ec is comprised between 2.6. and 2.9, the following
- linear formulas will be applied :

Available Natural Gas
Up to 300 millions cubic feet per day MdMscfd) :

MOGE Share :40 % + 20 % (Ec - 2.6)/0.3
CONTRACTOR Share : 60 %- 20 % (EC - 2.6)/0.3

~ Between 301 and 600 MMscfd :
MOGE Share :85% + 15 % (Ec-2.6/0.3
CONTRACTOR Share :45 % - 15 % (E¢ - 2.6)/0.3
Between 601 and 900 MMscd :
MORE Share :75% + 5% (Ec - 2.6Y0.3
CONTRACTOR Share : 25 % - § % (E¢- 26103
Above 900 MMscfd :
MORE Share  :90 % ' UYP3 002869

CONTRACTOR Share: 10 %
52



CONFIDENTIAL

) DOE v. UNOCAL
» SUBJECT TO PROTECTIVE ORDER
‘ . 31.

b)  Available Crude Oj] MOGE  CONTRACTOR

Share Share

Up to 35,000 Barrels per day 60% 40%
Between 35,001 and 70,000 70% 0%
Barrels per day
Between 70,001 and 100,000 80 % 20%
Barrels per day

+ Between 100,001 and 200,000 82,5% 175%
Barrels per day
In excess of 200,000 Barrels 85 % 15%
per day

9.8. a) .Natural Gas will be disposed of pursuant to the provisions of
Section 2.2. of the MOU.

b) Subject to its obligations under Section 14, CONTRACTOR
shall receive each Quarter at the Delivery Point and may
separately dispose of Crude Oil to which it is entitied
pursuant to Section 9.4. plus its share of the balance of

? ~ 7 Petroleum as stipulatad in Section 9.7. Title and risk of

loss shall pass to CONTRACTOR at such Delivery Point.
CONTRACTOR shall have the right to export freely all
Petroleum to which it is entitled.
UYP3 002870

9.3. CONTRACTOR shall conduct a review of Production Programme
prior to the Commencement of Commercial Production from any
Development and Production Area and shall establish production
at the maximum efficient rate needed to achieve the maximum
ultimate economic recovery of Petroleum from that Development
and Production Area in accordance with generally accepted 53
standards of the international petroleum industry.
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9.10. Prior to Commencement of Commercial Production from 2
Development and Production Area concerning Crude Oil, MOGE
and CONTRACTOR shall agree on a procedure for liftings of
their respective entitlements of Crude Oil, such procedure to
contain reasonable provisions for underlift and overlift and for
each Party to have the right to accumulate and lift economic

S.11. The provision regarding payment of Income Tax imposed upon
+ CONTRACTOR under the applicable provisiors of the Income
Tax Laws of the Union of Myanmar shall be applied as follows :
a) CONTRACTOR shall be subjectto-the Myatimar Income
Tax Laws and shall comply with requirements of the Law
in particular with respect to filing of returns, assessment of
- tax, and keeping and showing of books and records.

b) CONTRACTOR's annual taxable income for Myanmar
Income Tax purposes shall be an amount equal to the
CONTRACTOR's net income attributable to the Profit Gas
or Profit Oil allocated to the CONTRACTOR pursuant to
Section 9.7. For such purposes, insofar as proceeds from the

’ -~ —domestic market -supply “pursuant "to Section 14 are

involved, only actual proceeds received by CONTRACTOR

shall be considered, and CONTRACTOR's contribution to
the Research and Development Fund pursuant to Section

15.7 and bonuses pursuant to Section 11 not yet recovered

shall be deductible from CONTRACTOR's income.

UYP3 002871

¢) The CONTRACTOR shall pay Myanmar Income Tax on
the zmoTmt met tzxable income as defimed in Section
9.11.(b) above in accordance with the provisions of the
Invomre Tax Lazws of the Umion of Myanmar and subject to 54

the ameitlamnnse ndar the nentricinne Af tha TTninn nf




CONFIDENTIAL

4 DOE v. UNOCAL
SUBJECT TO PROTECTIVE ORDER

Myanmar Foreign Investment Law (The State Law and
Order Restoration Council Law n*® 10/88).

d) MOGE shall assist the CONTRACTOR to obtain proper
official  receipts  evidencing the payment of
CONTRACTOR's Myanmar Income Tax Such receipts
shall be issued by a duly constituted authority for the
collection of Myanmar Income Taxes and shall state the
amount and other particulars customary for such receipts.
Provisional receipts shall be issued within ninety (90) days
following the commencement of the next ensuing Financial
Year and final receipt shall be issued not later than ninety
(90) days after provisional receipts have been issued.

Py
e

e) As used herein, Myanmar Income Tax shall be inclusive of
all Taxes on Income payable to the Union of Myanmar.

UYP3 002872
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SECTION 10- ROYALTY

10.1. CONTRACTOR shall pay to the Government a Royalty equal to
ten percent (10 %) of the valtie of Available Petroleum from the
Contract Area, determined in accordance with Section 12, and
adjusted by deducting an amount equal to the cost of
transportation from the Delivery Point to the usual point of
export.

1 10.2. a) Royalty for Crude Oil

Royalty shall be paid in whole or in part, in cash or in kind
at the option of the Government In th: alselce of such
option on the part of the Government, Royalty accruing
during a Quarter shall be paid in cash within thirty (30)
- days after the end of that Quarter. CONTRACTOR shall be
given at least one hundred and eighty (180) days prior
notice of an option by the Government to take Royalty in
kind and such option shall be effective for a minimum -
period of one year. Unless otherwise agreed by the
Government and CONTRACTOR, Petroleum Royalty
taken in kind by the Government shall be delivered at the .
A Delivery Paint e el b e
liftings so as not to disrupt CONTRACTOR's lifting
schedules.

b) Royalty for Natural Gas UYP3 002873

Royalty shall be paid in accordance with Section 4.d) of the
MOU.

10.3. Royalty shall not be recoverable from Cost Petroleum.
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SECTION 11 . BONUSES

11.1. Siemature Bopus

CONTRACTOR shall within ten (10) days after the Effective
Date pay to MOGE as a Signature Bonus the sum of US Dollars
fifteen Million (USS$ 15,000,000). Such amount shall not be
credited to CONTRACTOR's minimum expenditure commitment
under Section 5.1. and shall not be recoverable from Cost
4 Petroleam under Section 9. ‘

11.2. Production Bonus

CONTRACTOR shall pay the following Production Bonuses to
' MOGE with respect to the Development and Production Area:

11.2:1. Natural Gas

(@) US Dollars Five Million (US$ 5,000,000) upon
approval of the Development Plan

~ ®  US Dollars Two Million (USS$ 2,000,000) within
. . ... ... thirty (30) days after -the -first date when tota]
’ average daily Natural Gas Production from the
Development and Production Area over any
consecutive ninety (90) days period reached ope
hundred and fifty (150) million cubic feet per day

M scfd),
UYP3 002874
M (©  US Dollars Three Million (US$ 3,000,000) within
(ygﬁoﬂ ) thirty (30) days after the first date when total
p ?J«‘ averzge dzily Naturzt Gas Production from the

Development and Production Area over any 59
comsecutive minety (96) days pertod resched Thres-
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1

ot Pg' (d) US Dollars Four Million (USS$ 4,000,000) within

thirty (30) days after the first date when total

l average daily Natural Gas Production from the

Development and Production Area over any
consecutive ninety (S80) days period reached. Six
Hundred (600) MM scfd.

() US Dollars Five Million (US$ 5,000,000) within

thirty (30) days after the first date when total
4 average daily Natural gas Production from the
1 Development and Production Area over any
consecutive ninety (90) days period reached Nine
Hundred (900) MM scfd

(&) US Dollars Ten Million (US$ 10,000,000) within
- thirty (30) days after the first date when total
i average daily Natural gas Production from the
Development and Production Area over any
consecutive ninety (80) days period reached One
Thousand and Two Hundred (1 200) MM scfd.

(@ US Dollars two Million (US$ 2,000,000) within thirty
(30) days after the first date when total average
daily Crude Oil Production from the Development
and Production Area over any consecutive ninety
(80) days period reached twenty five  Thousand
(25,000) Barrels per day.

’ UYP3 002875

. (b)) US Duliars three Mithor (US$ 3,600,600 withie

thirty (30) days after the first date when total
averzge dzity Crude Ot Production from the 8
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consecutive ninety (90) days period reached Fifty
Thousand (50,000) Barrels per day.

(¢)  US Dollars four Million (US$ 4,000,000) within
thirty (30) days after the first date when total
average daily Crude Oil Production from the
Development and Production Area over any
consecutive ninety (90) days period reached one

I hundred Thousand (100,000) Barrels per day.

(d US Dollars five Million (US$ 5,000,000) within
thirty (30) days after the first date when total
average daily Crude Oil Production from the
Development and Production Area over any
consecutive ninety (30) days period reached One
Hundred Fifty Thousand (150,000) Barrels per day.

() US Dollars Ten Million (US$ 10,000,000) within
thirty (30) days after the first date when total
average daily Crude OQil Production from the
Development and Production Area over any
consecutive ninety (90) days period reached Two

-~ Hundred Thousand (200,000) Barrels per day. -

11.3. Production Bonuses paid in accordance with this Section 11.2.
shall not be recoverable from Cost Petroleum.

UYP3 002876
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SECTION 12 - VAILUATION OF PETROLEUM

12.1 Terms used in this Section shall have the following meanings :

(a) "Arms Length Sales” means sales on the ix:{tern.ationa.l

market in freely convertible currencies between willing
and unrelated sellers and buyers, excluding sales betwesn
Affiliates, sales between governments or government
owned entities, sales affected by other commercial
relationships between seller and buyer, transactions
4 involving barter, and more generally any transactions

motivated by considerations other than the usual
I commercial incentives.

: (b)  "Reference Crude" means crude oil(s) produced in Asia
which is of comparable gravity and quality to the Crude

- Oil valued hereunder. The appropriate cude oil
comprising Reference Crude shall be selected and agreed
by MOGE and CONTRACTOR prior to commencement of
Commercial Production from any Development and
Production Area.

UYP3 002877

()  "Reference Crude Price” means the average FOB point of
L] ' ~ export spot price for Reference Crude during the relevant

time period, as quoted in Platt's Oilgram Price Report or
such other publication as MOGE and CONTRACTOR may
agree, adjusted as necessary to exclude non-Arms Length
Sales and to reflect thirty (30) day payment terms and
differences in gravity and quality between the Refersnce
Crude and the Crude Oil being valued hereunder.

(d)  "Iransportation Cost" means the transportatian cast
determined by reference to the Average Freight Rate
Assessment ("AFRA") last published by the Landan Tanker
Brokar and Association. or such other published Crude Oil

60
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f freight rate as MOGE and CONTRACTOR may agree,

I applicable to voyages between the points specified, using

] vessels of appropriate size.

12.2 For the purpose of Section 9 ardl'Saction 10 a US Dollar value per
Barrel of Crude Oil shall be detarmined each Quarter. Such valye
shall be the Fair Market Value determined in accordance with

+ Section 12.3 or Section 12.4 whichever is applicable.

| 12.3 If at least thirty percent (30 %) of all the Cridé’ Oil sales by
CONTRACTOR during the relevant Quarter are Arms Length
Sales, Fair Market Value for all Crude Oil shall be the price
actually received by CONTRACTOR in such sales, adjusted to
reflect Free of Board ("FOB") point of expart delivery terms and
thirty (30) day payment terms.

12.4 If lees than thirty percent (30 %) of all the Crude Oil sales by
| ) CONTRACTOR during the relevant Quarter are Arms Length  » °
P ) Sales, the Fair Market Value shall be the volume-weighted
average of : '

(@)  The price actually received by CONTRACTOR during the
relevant Quarter in Arms Length Sales, if any, adjusted to

7 I ~ reflect FOB point of export delivery terms and thirty (30)
day payment terms ; and

UYP3 002878

()  The Reference Crude Price applicable for Crude Oil sold by
CONTRACTOR during the relevant Quarter in non-Arms
Length Sales, adjusted to a Yangon point of export basis by
adding the Transportation Cost of the Referenca Crude
from its point of export to the market in which Myammar
Crude Qil would narmally be sold and substracting the
Transportation Cost from Yangon to the market in which
Myanma Crude Qil would narmally be soid. 61
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| 12.5 Within twenty (20) days following the end of each Quarter,
! CONTRACTOR shall determine Crude Oil value in accordance
with this Section and shall notify MOGE. Unless within twenty
(20) days after receipt of such notice MOGE notifies
CONTRACTOR that it does not agree with CONTRACTOR's
determination, and specifies in such notice the basis for such
disagreement, the CONTRACTOR's determination shall
conclusively be deemed to have been acceptad

i 12.6 In the event MOGE shall have timely notified CONTRACTOR,
within the above-described twenty day period, that it disagrees
with CONTRACTOR's determination of Crude Oil value, MOGE
and CONTRACTOR shall meet to discuss the CONTRACTOR's
determination Should MOGE and the CONTRACTOR fail to
reach agreement on the Crude Oil value within seventy-five (75)
days after the end of the Quarter in question, the parties may
submit the value determination (and the selection of the crude oil
to comprise Reference Crude if not previously agreed) to a
mutually agreed expert. Failing agreement the matter shall be
settled in accordance with the provisions of Section 22.

12.7 The allocation of Crude Oil for Section 9, Section 10 and
Section 14 shall be based on the value last detsrmined or, in the
¢ _ _event of a dispute pursuant to Section 12.6, the average of the
value determined by CONTRACTOR and the value proposed by
MOGE. When a new value is determined, that value shall be
applied retroactively for the Quarter in which the sales used in
the determination occurred, and appropriate adjustments shall
then be made in the allocations of the parties to reflects the
retrospective application of the new Crude Oil value.
UYP3 002879
12.8 Naturat Ges produced and seld during a Quaster shall be valued
| at the weighted average "net back price” defined in Section 3 of

the MOTS. 62
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SECTION 13- NATURAL GAS

' 13.1 Any Associated Gas produced from the Contract Area, to the
} extent not used in operations hereunder, may be flared if the
processing or utilization thereof is not economical. Suc.h flaring
? shall be permitted to the extent that gas is not required to
f effectuate the economic recovery of Petroleum by secondary
' recovery operations, including repressunng and recycling.
: 13.2 In the event CONTRACTOR considers that the processing and
utilization of Associated Gas is not economical, then MOGE may
1 choose to take and utilize such Natural Gas, free of charge, that
would otherwise be flared, all costs of taking and handling to be
for the sole account and risk of MOGE.

13.3 However if upon completion of the Appraisal Programme,
CONTRACTOR considers that the Discoveries (or any Other
Discovery) - are significant but not then economical for
development but may become so within seven (7) years, it may
retain the Contract Area and at any time within such seven (7)
{ years period re-evaluate the economic viability of development
| and declare a Commercial Discovery. Then, or at any time at the
request of MOGE, MOGE and CON’IRACTOR shall jointly make
A ~ every effort to establish as soon as possible an economically
viable gas project based on the Discoveries (or any Other
Discovery) and shall negotiate appropriate terms for such a
project. CONTRACTOR shall relinquish such Contract Area upon
request of MOGE if a Development Plan has not been proposed
within the seven (7) years period of retention

Notwithstanding the foregoing, the retention of the Contract

Are= beyord the-expiration date-of the Appraisal Period shall not
precli.zde exploration for Crude Oil by MOGE in that area. Should

63
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however MOGE wish to drill wells which would penetrate the
reservoirs constituting the Discoveries (or any Other Discovery),
MOGE shall advise CONTRACTOR and CONTRACTOR shal]
have the option to drill such wells at MOGE's cost and risk.

UYP3 002881
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SECTION 14 . DOMESTIC CRUDE OITL REQUIREMENT

14.1

14.2

The CONTRACTOR shall after Commercial Production of Crude
Oil commences, fulfill its obligation toward the supply of the
domestic Crude Oil market in Myanmar by making a share of its
entitlement available to MOGE. CONTRACTOR's obligatory
share of the domestic market obligation will be in the proportion
that CONTRACTOR's entitlement to Crude Oil under
Sections 9.4 (for recovery of Operating Costs) and 9.7 (for
division of remainder) bears to all Crude Oil produced in the
Union of Myanmar. The price MOGE shall pay CONTRACTOR
for such Crude Oil up to a quantity not to exceed twenty percent
(20 %) of the Crude Oil allocated to CONTRACTOR under Section
9.7 hereof shall be the equivalent to 10 % (ten percent) of fair
Market Value. The currency of payment shall be US Dollars. For
any amount of Crude Oil in excess of that limit required to
satisfy CONTRACTOR's domestic market obligation, the price
skall be the Fair Market Value as determined in accordance with
Section 12 hereof, and the currency of payment shall be
US Dollars.

CONTRACTOR's obligation under this Section 14 shall not
exceed the extent to which the Government of the Union of
Myanmar shall make available US Dollars which may be
remitted abroad in payment of any such Crude Oil payable in US

Dollars.

UYP3 002882
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SECTION 15 - EMPLOYMENT AND TRAINING

15.1 In conducting Petroleum Operations hereunder, CONTRACTOR

sha]] select its employees and determine the number thereof.

- CONTRACTOR shalfe; enaeavm:r to employ quabﬁm?&ya.nmar
Citizens to the maximum extent possible.

: 15.2 CONTRACTOR shall spend a minimum of US Dollars Fifty
' Thousand ($ 50,000) per Year during the Appraisal Period of this
Contract for one or more of the following purposes :

.

(2)  the purchase for MOGE of advanced technical literature,
data and scientific instruments ;

()  to send qualified Myanmar nationals to selected accredited
universities ;

()  to send selected MOGE personnel to special courses offered
by accredited institutions of higher learming or other
recognized organizations in the fields of petroleum science,
engineering and management. )

4 15.3 Upon commencement of the Development and Production Period
. for the first Development and Production Area, CONTRACTOR's

" minimum expenditure commitment under this Section shall be
increased to US Dollars One Hundred Thousand ($ 100,000) per

Year.

15.4 The expenditure of sums for the purposes specified above shall be

made pursuant to detailed annual training programmes to be

prepared by CONTRACTOR and submitted to MOGE for

approvat. CONTRACTOR shall submit the first proposed

Training Programme to MOGE within four (4) months after the
Effecttve Date. 66

UYP3 002883
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If waining expenditures pursuant to an approved Training
Programme fall short of the minimum training expenditure
obligations for a Year or if MOGE and CONTRACTOR do not
agree on a Training Programme for any Year, the‘ deficiency
shall be carried forward and expended in succeeding Years. If
training expenditures in any Year exceed the minimum training
expenditure obligation for that Year the excess shall be credited
to the training expenditure obligations for succeeding Years.

All expenditures made pursuant to this Section 15 relating to.
Training and Education, including any payments made to MOGE
pursuant to Section 15.5, shall be fully recoverable from Cost

Petroleum pursunant to Section 9.

The CONTRACTOR shall establish a Research & Development
Fund in the sum of Point Five (0.5) percentage of its share of
Profit Oil and the expenditure of this Fund will be determined in
consultation with MOGE. :

UYP3 002884
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i SECTION 16 - TITLE OF ASSETS

16.1 CONTRACTOR's physical assets which are acquired for purposes
of the Petroleum Operations shall become the property of MOGE,
and shall be cost recoverable by CONTRACTOR pursuant to
Section 9, upon importation into Myanmar or upon acquisition in
Myanmar. Data, information, reports and samples acquired or
prepared by CONTRACTOR for the Petroleum Operations shall
become the property of MOGE, and shall be cost recoverable by
CONTRACTOR pursuant to Section 9, when acquired or

" prepared.

—— e

o’

16.2 The physical assets, referred to in Section 16.1 shall remain in
the custody of CONTRACTOR during the term of this Contract
and CONTRACTOR shall have the unrestricted and exclusive
right to use such assets in the Petroleum Operations free of
charge subject to the provisions of Section 17. CONTRACTOR
may retain and freely use, within or outside Myanmar, copies of
all data, information and reports and representative portions of
all samples, including but not limited to geologic, core, cutting
and Petroleum samples.

16.3 The provisions of Section 16.1 shall not apply to assets reate. or
leased by CONTRACTOR or its Affiliates ; nor to assets owned
by CONTRACTOR's Contractors, Subcontractors, Affiliates or

other parties.

- A

UYP3 002885
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SECTION 17 . RIGHTS AND OBLIGATIQNS OF MOGE AND
CONTRACTOR

17.1 MOGE shall :

‘ (a) have and be responsible for the management of the

~ operations contemplated hereunder, however MOGE shall
assist and consult with CONTRACTOR with a view to the
fact that CONTRACTOR is responsible for the execution of
the Work Programme ;

®) i) except as provided in Section 17.2 (d) below and in
Section 9.11, assume and discharge all Myanmar's
taxes imposed upon CONTRACTOR, its Contractors
and Sub-coniractors, including import and export
duties, customs duties, sales tax and other duties
- levied on materials, equipment and supplies brought
into Myanmar by CONTRACTOR, its Contractors
and Sub-contractars ;

i) Assume and discharge all eractions applicable
under the Laws of the Union of Myanmar in respect
of property, capital net worth and operations,

‘_ - -~ ---including any tax imposed upon sales, gross receipts
ortra.nsfetsofprcpertyoranylevyonorin
connection with operations performed hereunder by
CON‘IRACTOR, its Contractors or its Snh
contractors ;

UYP3 002886

iii) MOGE shall not be obliged to pay taxes on tobaceo,
liquor, and import and export duties, customs duties
and sales tax and any other taxes charged on goods

and services or levied upon articles imported for
69
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personal use by the CONTRACTOR's, its
Contractors' and Sub<contractors’ employees
engaged in Petroleum Operations under this
Contract ;

T et B by

(@ assist and expedite CONTRACTOR's execution of the
Work Programme by providing at cost, facilities, supplies
and personnel including, but not limited to, supplying or
making available all Decessary visas, work permits,
transportation, security protection and rights of way and ﬁ

4 éasements as may be requestad by CONTRACTOR and

. made available from the resources under MOGE's control

In the event such facilities, supplies, or personnel are not
readily available, then MOGE shall promptly secure the
use of such facilities, supplies and personnel from
alternative sources. Expenses thus incurred by MOGE at
- CONTRACTOR's request shall be reimbursed to MOGE by
CONTRACTOR and included in the Operating Costs. Such
reimbursements will be made in US Dollars computed at
the rate of exchange prevailing at the time the expense
was incurred as set by the Union of Myanmar Foreizn
Trade Bank or local currency as appropriate in accordance
with prevailing regulations :

(d  have title to all original and interpreted data resulting
from the Petroleum Operations including but not limited to
geological, geophysical, petrophysical, engineering, well
logs and completion status reports and any other data as
CONTRACTOR may compile during the term hereof for
which CONTRACTOR is entitled to retain copies ; UYP3 002887

{e> wmmmmudm&immewkh
CONTRACTOR's  performance of the Petroleum
Operztions use the equipment which becomes its property 70

hee wimsna af thic Canrracr enlalv  far the Petroleum
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Operations envisaged under this Contract and, if MOGE
wishes, use spch equipment for any alternative purpose. In
both cases MOGE shall first obtain approval from the

CONTRACTOR;.... =
bave the right to ask for immediate removal and
replacement of any of the CONTRACTOR's employees at
the cost of the CONTRACTOR, if in the consideration of
MOGE the employee is incompetent in his work and/or
unacceptable to MOGE by reason of his-eats or behaviour ;

appoint its authorised representative with respect to this
Contract.

17.2 CONTRACTOR shall :

(a) - advance all necessary funds and purchase or lease all

(b)

()

&>

material, equipment and supplies to be purchased or leased

with Foreign Exchange pursuant to the Work )

Programme ;

furnish all technical requirements, including but not
limited to foreign personnel, required for the performance

- of Work Programmes, payment whereof requires Foreign

Exchange ;

furnish such other funds for the performance of Work
Programmes that requires payment in Foreign Exchange,
including payment to any third parties who perform
services ;

UYP3 002888
be responsible for all Income Tax and other levies if any,
for which expatriate personnel of CONTRACTOR is liable
under the Income Tax Laws of the Union of Myanmar far
the portion of their income in Mvanmar :

-t
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be responsible for exscution of Work Programmes which
shall be implemented in a wark-manlike manner and by
appropriate scientific methods, and CON'IRAQTOR shall
take the necessary precautions for protection of navigation
and fishing and shall prevent environmental pollution. It
is also understood that the execution of the Work
Programme shall be exercised so as not to conflict with the
Laws of the Union of Myanmar ; ‘

be entitled to export all leased or rented property brought

-into Myanmar and paid for with Foreign Exchange ;

have the right to sell, assign, transfer, convey or otherwise
dispose of all or any part of its rights and interest under
this Contract to an Affiliate or other parties only with the

- prior written consent of MOGE. Such consent by MOGE on

this matter shall not be unreasonably withheld ;

have the right of access to and from the Contract Area and
to and from facilities wherever located at all times

submit to MOGE daily (where applicable), weekly and

monthly progress reports ;

submit to MOGE copies of all such interpreted ge.ologic.a.l,

geophysical, drilling well, production and any other data
and reparts as it may compile during the term hereof ;

prepare and carry out plans and programmes for industrial
training and education of Myanmar nationals selected by
MOGE from its staff for all job classifications with respect
to operations contemplated hereunder ; ‘

UYP3 002889
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M appoint authorised representative for Myanmar with
respect to this Contract, who shall have an Office in
Yangon ; such representative to represent CONTRACTOR
in the conduct of Petroleum Operations herenndgr ;

(m)  give preference to such goods and services which are
available in Myanmar or rendered by Myanmar nationals
approved by MOGE, provided such goods and services are
offered at comparable conditions with regard to quality,
price, availability at the time and ip the quantities:

{ required ; such payments shall be made in US Dollars, or
local currency as appropriate in accordance with
prevailing regulations ;

()  procure such goods and services of a value higher than one
(1) million United States Dollars for the execution of the
-Work Programme throngh international tender and
approved by MOGE unless otherwise agreed upon by both
parties ;

UYP3 002890

(o) allow duly authorised representatives of MOGE to have
accsstntheAreaccveredbythisContractandtothe
operations conducted thereon Such representatives DAY -t

¢« . examine data, books, registers and records of
CONTRACTOR, and make a reasonable number of
surveys, drawings and tests for purpose of enforcing this
Contract. They shall, for such purpose, be entitled to make
reasonable use of machinery and instruments of the
CONTRACTOR. Such representatives shall be given
reasonable assistance by the agents and employees of the
CONTRACTOR so that none of their activities shall
eedacgerorhiaéerthes&efyozeé‘mhaeyofthe—
operations. The CONTRACTOR shall offer such 73
representatives all privileges ard facilities- accorded to its
Arwn amnlinvesac in the Contract Ares and cehall nravida
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them, free of charge, the use of reasomable office space
while they are in the Contract Area and transportation
facilities for them to and from the Contract Area for the
purpose of facilitating the objectives of this Clau:se.

(P)  have the right to use and have access to, and MOGE shall
furnish all geologic, geophysical, drilling, well, production
and other information held by MOGE or any other
governmental agency  or entreprise, relating to the
Contract Area including well location maps ;

{ (qQ)  have the right to use and have access to, and MOGE shall
make available so far as possible all geological,
geophysical, drilling, well, production and any other
information now or in the future held by it or any other
governmental agency or entreprise, relating to the areas
-adjacent to the Contract Area. |

(r)  regarding safety of Personnel, Materials and protection of
environment, related to CONTRACTOR's Petroleum
Operations, be wholly responsible to promote safety
precautions and safe working practices.

{ (s)  prior to the Operations commencement date, nominate a. -

o person to act as a Safety Officer of CONTRACTOR who
shall be the Representative directly responsible for the safe
performance in accordance with the prescribed Safety
Policies.

UYP3 002891
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SECTION 18 - MANAGEMENT COMMITTEE

18.1 MOGE retains by this Contract all rights of Management but
recognises that CONTRACTOR is responsible for the execution of
the Work Programmes. For the purpose of the proper
implementation of this Contract, the Parties shall establish a
Management Committee ("The Management Committee” ) within
forty-five (45) days from the Effective Date. The Management
Committee shall have overall supervision and Management of
Petroleum Operations including Approved Work Programmes -
and Budgets. The Duties and Responsibilities of the Management
Committee shall be as prescribed in Annexure "E".

UYP3 002892
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SECTION 19 - STATE PARTICIPATION AND PAST COSTS

19.1 MOGE shall have the right to demand from CONTRACTOR that
a pegen:agg °f_u.p tg&f‘tﬁenpercent (15 %) undivided intersst in
- the total rights and dbligations gnder this Contract BP§fred

192 The right referred to in Section 19.1 shall lapse unless exercised
by MOGE not later than three (3) months after CONTRACTOR's
notification by registered letter to MOGE of Commercial
Discovery ; MOGE shall make its demand known to

( CONTRACTOR by registered letter. \ :

19.3 CONTRACTOR shall make its offer by registered letter to MOGE
within one (1) month after receipt of MOGE's registered letter
referred to in Section 19.2. CONTRACTOR's letter shall be
accompanied by a copy of this Contract and a Draft Operating
Agreement embodying the manner in which CONTRACTOR and
the MOGE shall cooperate. The main principles of the Draft
Operating Agreement are contained in Annerxure "F" to this
Contract. .

19.4 The offer by CONTRACTOR to MOGE shall be effective for a
: period of six (6) months. If MOGE has not accepted this offer by
R - registered letter to CONTRACTOR within the said period,
CONTRACTOR shall be released from the obligation referred to
in this Section.

19.5 In the event of acceptance by MOGE of CONTRACTOR's offer,
MOGE shall be deemed to have acquired the undivided interest
on the date of CONTRACTOR's notification to MOGE referred to

in Section 19.2.
UYP3 002893

18.6 For the acquisition of undivided interest in the total of the rights
and obligations arising out of this Contract, MQGE shall 76
raimhnrea CONTRACTOR an amount equal to the percentage of
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the sum of Operating Costs which CONTRACTOR bas incurred
for and on behalf of its activities in the Contract Area up to the
date of CONTRACTOR's notification to MOGE mentionned in
Section 19.2, the same percentage of the Signature Bonus paid to
MOGE referred to in Section 11.1 of this Contract and the same
percentage of the amount referred to in Section 11.2 of this
Contract.

19.7 At the option of MOGE the said amount shal] be reimbursed :

( (@)  either by transfer of the said amount by MOGE within
three (3) months after the date of its acceptance of
CONTRACTOR's offer referred to in Section 19.3, to
CONTRACTOR's account with the banking instituzion to
be designated by it, in the currency in which the relevant
costs have been financed ; or

-

(b) by way of "Payment out of Production” of fifty percent
(50 %) of MOGE's production entitlements under this
Contract valued in the manner as described in Section 12
of this Contract, commencing as from the beginning of
Commercial Production.

B 19.8 At the time of its acceptance of CONTRACTOR's offer the MOGE
shall state whether it wishes to reimburse in cash or out of
production in the manner indicated in Section 19.7.

UYP3 002894

13.3 CONTRACTOR will reimburse to MOGE the CONTRACTOR's

participating interest share (after exercise by MOGE of its right

to participate) of US Dollars forty million (US$ 40,000,000)

representing the costs incurred up to Effective Date by MOGE in

relation to the Contract Aren

This amount shall be reimbursed by way of "Payment out of

Production” of fifty percent (50 %) of CONTRACTOR's production

entitlaments tindar thic Coantract valivad im +hae mammar dagerawibad

77
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in Section 12 of this Contract, commencing from the beginning of
Commercial Production. ‘

This amount shall be added to Operating Costs and recovered in
accordance with Section 9.4.

UYP3 002895

3
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20-FOR

Neither party shall be liable for any failure to perform this
Contract which is caused by or the results of war, political
disturbances, Riots or Civil Commotions, total or partial
breakdown or stoppage of air planes, steamships or other means
of transportation, fires, thefts, floods, earthquakes, epidemics or
any other cause beyond its control.

If operations are delayed, curtailed or prevented by such causes,

then the time for carrying out the obligations thereby affected,
the term of this Contract and all rights and obligations
hereunder, shall be extended for a period equal to the period thus
involved. The period involved will be determined by mutual
agreement.

The party whose ability to perform its obligation is so affected
shall notify the other party thereof in writing, stating the cause
and both parties shall do all reasonably within their power to
remove such causes,

UYP3 002896
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21.1 The Laws of Myanmar shall apply to this Contract.
Failing provisions of the local Laws principles of international
law shall apply.

21.2 No term ar provisions of this Contract, including the agreement

of the Parties to submit to Arbitration hereunder, shall prevent
or limit the Government of the Union of Myanmar from

exercising its inalienable rights.

UYP3 002897
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SECTION 22 - CONSULTATION AND ARBITRATION

22.1

222

Periodically, MOGE and CONTRACTOR shall ‘meet to discuss
the conduct of the Petroleum Operations envisaged under this
Contract and will make every effort to settle amicably any
problem arising therefrom. |

If any dispute, question or difference should arise between the
parties to this Contract, in regard to their rights and obligations
thereunder which cannot be settled amicably, such dispute shall

be settled in Geneva, by Arbitration, through two Arbitrators,

one of whom shall be appointed by the CONTRACTOR and the
other by MOGE. Should the Arbitrators fail to reach an
agreement then the dispute shall be referred to a third Arbitrator
who shall be an Umpire nominated by the Arbitrators. If the
Arbitrators fail to agree on the appointment of an Umpire then
MOGE and CONTRACTOR shall request the President of the
International Court of Justice, The Hague, to designate the
Umpire. The majority decision of the Arbitrators or, failing
which, the decision of the Umpire shall be final and binding upon
both parties.

UYP3 002898
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SECTION 23 . BANKING

23.1 CONTRACTOR shall supply all funds necessary for Petroleum
Operations in Myanmar in freely convertible cwrency from
abroad except to the extent that Myanmar currency is generated
in connection with the performance of the Petroleum Operations.

23.2 CONTRACTOR shall have the right: to open and maintain
foreign bank accounts without restriction and to freely receive
abroad, remit abroad, retain abroad and use without restriction

‘ the entirety of the foreign exchange proceeds which are received
from export and local sales of its share of Petroleum from the
Contract Area or which are in any way generated in connection
with the performance of the Petroleum Operations.

23.3 CONTRACTOR shall be entitled to purchase Myanmar currency
at authorized banks whenever required for the Petroleum
Operations, and to convert into freely convertible foreign
currency any excess Myanmar currency which is not then needed
for local requirements.

23.4 The rate of exchange for transactions referred to in Section 23.3

‘ shall not be less favourable to CONTRACTOR than the effective
.- ... —rate -applicable for -similar transactions -undertaken—by any —

private or state enterprise on the date the transaction is initiated

Normal bank commissions and costs of transfers relating to

currency conversions or remittances shall be borme by

CONTRACTOR.
UYP3 002899

23.5 CONTRACTOR shall be entitled to pay its foreign-controlled
Contractors and Subcontractors and its expatriate employees in
foretgmr cxrency zbroad, and such coatracters, subcoatractors and
expatriate employees shall be entitled to receive and retain such

foreign corrency zbrozd. 8
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23.6 The provisions of Sections 23.2, 23.3, 23.4 and 23.5 shall also

apply to CONTRACTOR's expatriate employees and
CONTRACTOR's foreign controlled contractors, subcontractors

and their expatriate employess.

Unless otherwise expressly agreed, all payments by
CONTRACTOR to MOGE or ths Government hereunder and aj]
payments by MOGE or the Government to CONTRACTOR
hereunder shall be made in US Dollars at a bank in Myanmar or

ahroad as specified by the recipient.

UYP3 002800
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SECTION 2¢- INSURANCE -

24.1 As to all operations performed by the CONTRACTOR under this
Contract, the CONTRACTOR shall secure and maintain
insurances in accordance with Section 19 of the Union of
Myanmar Foreign Investment Law and Rule 15 of the procedares
relating to the Union of Myanmar Foreign Investment Law. The
CONTRACTOR shall farnish MOGE with Certificates of
Insurance evidencing such coverage and containing a statement
that such insurance shall not be materially changed or cancelled
( without at least thirty (30) days prior written notice.

24.2 The CONTRACTOR shall require that its subcontractors procure
similar insurances to those required to be procured by the
CONTRACTOR and such additional insurances as
CONTRACTOR shall deem appropriate, all to be evidenced by
Certificates of Insurance.

24.3 To eliminate controversy, the expense and inconvenience thereof,
as between MOGE and the CONTRACTOR, it is agreed that the
insurance policies shall be endorsed so that the underwriters,
insurers and insurance carriers of each with respect to this
Contract shall not have any right of recovery against either of the

~-parties -hereto or their representatives in"any form whatsoever ;

and the rights of recovery with respect to this operation are
mutually waived. All policies of insurance herein provided and
obtained or required by either party shall be suitably endorsed to
effectuate this waiver of recovery. o

UYP3 002901
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SECTION 25. TION

25.1 This Contract may be terminated by the CONTRACTOR by
giving not less than ninety (90) days written notice to MOGE
provided, however, CONTRACTOR may not so terminate this
Contract during the Appraisal Period priar to spending on
Petroleumn Operations the minimum expenditures required
hereunder unless CONTRACTOR Pays to MOGE the unexpended
portion of the minimum expenditure as specified in Section 3.

l 25.2 The Contract shall be termnated in its entirety by MOGE if
irrefutable evidence is brought that the CONTRACTOR is
involved willingly with political activities detrimental to the
Government of the Union of Myanmar. On such termination, the
unexpended partion of the minimum expenditure as specified in
Section 5, and all equipment purchased by the CONTRACTOR
and brought into Myanmar under Section 16.1 shall pass to
MOGE.

25.3 Subject to earlier tarmination upon notice by CONTRACTOR
pursuant to Section 25.1, this Contract shall automatically
terminate in its entirety as follows :

(@) If there is no Commercial Discovery of Petroleumin the o -
Contract Area as per Sections 7.7. and 13.3. ;

(b) At the end of the Production Periods relating to all
Production Areas within the Contract Area.

UYP3 002902
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SECTION 26 - BOOKS AND ACCOUNTS AND AUDITS

26.1 Subject to the requirements of Section 17.2 CONTRACTOR shall
be responsible for keeping complete books and accounts with the
assistance of MOGE reflecting all Operating Costs as well as
monies received from the sale of Crude Oil, consistent with
modern petroleum industry practices and proceedings as
described in Annexure "C" attached herets. Should there be any
inconsistency between the provisions of this Contract and the
MOU on the one hand, and the provisions of Annexure "C" on the

{ other, then the provisions of this Contract and of the MOU shall

prevail

26.2 MOGE and the Government of the Union of Myanmar shall have
the right to inspect and audit CONTRACTOR's books and
accounts relating to this Contract for any Financial Year covered
by this Contract. Any exception must be made in writing within
sixty (60) days following the completion of such audit. Such audit
shall be performed within two (2) Financial Years after the
closing of the related Financial Year.

UYP3 002903
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SECTION 27 . GENERAL PROVISIONS

27.1 Notices

(@)  Notices and other communications required or permitted to
be given under this Contract shall be deemed given when
delivered and received in writing either by hand or
through the mails, or by prepaid telex or cable
transmission, appropriately addressed as follows :

‘ to MOGE :

i) By hand or mail ;
MYANMA OIL AND GAS ENTERPRISE
74/80, Minye Kyawswa Road,
YANGON, MYANMAR

Attention : MANAGING DIRECTOR
i) By cable: "YENAN" YANGON
iii) By telex: MYCORP 21307 BM

. iv) _Byfax :95122964/22965 -

to CONTRACTOR :
UYP3 002904
i) By hand or mail :
TOTAL MYANMAR EXPLORATION AND
PRODUCTION ,
Attention : Mr J.M. BEUQUE"
Cedex 47
92069 PARIS LA DETERSE - FRANTE 87
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27.3
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if) By Cable adressed to Mr JM. BEUQUE
24 Cours Michelet - LA DEFENSE 10
PUTEAUX - FRANCE

iii) By Telex:615 700 TCFP
adressed to Mr JM. BEUQUE

iv) ByFax :42913012

(®) MOGE and CONTRACTOR may change its address or
addresses by giving notice of the change to each other.,

Language of Text

This Contract is made and entered into in the English Language.
Effectiveness

This Contract is legally bi.n.éing on and from the Effective Date.
Covenant against undue influence

The CONTRACTOR warrants that no gift or reward has been
made, nor will be made, to any cﬁ‘.’xcxa.ls or employees of the -

275

Government of the ’Un.ion of M}'a.nmar. S

Secrecy UYP3 002905

(a) CONTRACTOR undertakes to maintain in strictest secrecy
and confidence all data and information purchased or
acquired from MOGE as well as during the course of
operztivns i the Union of Myanmar. The CONTRACTQR
understands fully that this undertaking and obligationis a
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continuing one which will be binding also on its successors
and permitted assigns, until such time when MOGE agrees
in writing to release CONTRACTOR from its undertakings
and obligations.

() MOGE may use at its own discretion all the data and

* information obtained during the course of operations in the

Union of Myanmar but shall undertake to maintain such

data and information in strictest secrecy and confidence
during the term of this Contract.

4 27.6 In the event that any situation or condition arise due to
drcumstances not envisaged in the Contract and warrants
amendments to the Contract the parties shall negotiate and make
the necessary amendments.

A
° Cen track /
IN WITNESS WHEREOF, this MOY has been executed at Yangon, the
Union of Myanmar as of the day and year first abovementioned.

Signed, sealed and delivered

on behalf of L
THE MYANMA OIL AND GAS ENTEB.PRISE L
UPE KYI -

Managing Director

UYP3 002906
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1. CMDR. TEEIN TUN
Director General, Energy Planning Department

2. USOE MYINT
Deputy Directar General, Energy Planning Department

Signed, sealed and delivered

on behalf of ‘
TOTAL MYANMAR EXPLORATION AND PRODUCTION

% Chairman of the Board ‘

-

WITNESSES : o

1. Jean-Marie BEUQUE 0
Chief Executive Officer Far East &/l

2. Guy ROMET
Manager General Affairs Far East

UYP3 002907
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ANNEXURE A

CONFIDENTLAL

This Annexure "A" is attached to and made in integral part of the
Contract between MYANMA OIL AND ENTERPRISE and TOTAL
MYANMAR EXPLORATION AND PRODUCTION :

Coordinates of Offshore Blocks M5 and M6

Point n*

MO OW >

Latitude
(North)

15" 24’ 00"
14°' 40" 00"
15' 24' 00"
14' 40°' 00"

15" 24' 00*

14' 40°' 00"

Approximate Area in Square Miles

... BlockMs

Block M6

4988

5105 . _

DESCRIPTION OF CONTRACT AREA

Longitude
(East)

93' 21° 00"
83’ 21' 00"
94' 49' 00"
94' 49' 00"
86" 15' 00"
96' 15' 00"

. (Area ABCD)
(AreaCDEDRF)

The Contract Area here described is shown on "Annexure B* of the

Contract.

UYP3 002908
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ANNEXURE B

This Annexure "B" is attached to and made an integral part of the
Contract betwsen MYANMA OIL AND GAS ENTERPRISE an
TOTAL MYANMAR EXPLORATION AND PRODUCTION dated : I Ly Al

U MAP OF CONTRACT AREA
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MYANMAR EXPLORATION AND PRODUCTION.

ACCOUNTING PROCEDURE

ARTICLE 1 - GENFRAL PROVISIONS

This Accounting Procedure applies to and shall be observed in the
establishement, keeping and control of all accounts, books and records
of accounts under the Contract.

-

The Contract and this Accounting Procedure are intended to be
correlative and mutnally explanatory. Should however any discrepancy
arise, then the provisions of the Comtract shall prevail

The Parties agree that if any procedure established herein proves unfair
or inequitable to any Party, the Parties shall meet and endeavour to
. agree on the changes necessary to correct that unfajrness or inequity.

For the purpose of the present Accounting Procedure, the term
"CONTRACTOR" shall also include CONTRACTOR's Affiliates as may
be necessary according to the context.

1.1 - Definitions UYP3 002910

1.1.2 mmmmmmmmm
same meanings as set out for the same terms in the

Ccmcrmd*ethsw&eiz-mézzm with  the 93

nravisinng nf the Contract.
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1.1.2 "Capital Expenditures” means expenditures incurred for
the purchase of tangible physical assats which by
generally accepted intermational accounting principles
of the international petrolenm industry are classified as
capital and the cost of which is amortizable. Such assets
include but are not limited to :

- drilling and well equipment including wellheads,
casing, pipe, flow lines and pumps ;

- gathering systems including pipe, field storage, and
cude oil separation and treatment plants and

equipment ;

- pipelines for the transportation of Petroleum to the
- point of export, sale or delivery ;

- storage tanks and loadings facilities at the point of
export, sale or delivery ; and

- any other plant equipment or fixtures in the Union
of Myanmar reasonably necessa:y to a.rry out
L e “Petroleum Operations. ™ [

1.1.3 "Controllable Material® means Material which the
CONTRACTOR subjects to record control and inventory
in accordance with good interpational petroleum
industry practice.
UYP3 002911
1.14 "Material® means any equipment, machinery,
rxmtertels, zrticles, suppites zmd comsummibtes ettirer
purchased, or leased, or rented, or transferred by
CONTRACTOR andused; tr the Petrohromy Operations: 94
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1.2 Books and Records

Books and records of account will be kept in accordance with a
generally accepted. and recognized accounting system £onsistent
with modern patroleum industry practices and procedures and in
English language and US Dollars, supplementad and supported
by such books,,reeords or entries in other currencies as may be
Decessary for completeness and clarity and to implement the
Contract in accordance with its terms.

1.3  Currency Exchange

Any costs incurred or proceeds received, in a currency other than
US Dollars including the carrency of the Union of Myanmar
shzll be converted into US Dollars computed at the prevailing
rate of exchange on the day on which the costs ar expenditures
were paid or the proceeds were received.

1.4 Independent Auditor

The CONTRACTOR shall in consultation with MOGE, appoint
an- independent aunditor of international standing, to audit
annually the accounts and records of Petroleum Operations and

-repart thereon,-and-the cost of such audit and report shall ba
promptly delivered to the MOGE and shall be chargeable under

the Contract.
2.1 Petroleum costs UYP3 002912

The Parties shall maintain "Petroleum Costs Account” in which
there shall be reflected =i} Petrviewmr Costs meorred i 95
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connection with the Petroleum Operations carried out under the
provisions of the Contract.

Such Petroleum Costs shall be recoverable by the CONTRACTOR
in accardance with the provisions of the Contract and as further
set out below. Without limiting the generality of the foregoing,
the cost and expenditures considered in 2.2 to 2.12 hereafter are
included in Petroleum Costs.

Petroleum Costs shall be recoverable in the follcwiﬁg manner :

(@)  Petroleum Costs, including all intangible drilling costs,
with the exception of the Capital Expenditures, incurred in
respect of the Contract Area, shall be recoverable either in
the Financial Year in which these Petroleum Costs are
incwrred or the Financial Year in which Commercial
Production occurs, whichever is the later ;

()  Capital Expenditure incurred in respect of each
Development Area shall be recoverable at a rate of twenty-
five percent (25 %) per annum based on amortization at
that rate starting either in the Financial Year in which
such Capital Expenditure is incurred or the Financial Year

-~ —in which Commercial Production from that “Development
Area commences, whichever is the later.
UYP3 002913

(¢}  Capital Expenditure, including but not limited to
expenditure for aircraft, camps, offices, warehouses,
vehicles, workshops, power plants, tools, and equipment,
incurred outside of a Development Area, shall be
recoverable at a rate of Wenty«ﬁve percent (25 %) per
amnum based em amortization at that rate starting either
in the Financial Year in which such Capital Expenditure
is izeurred, or the Financial Yeer im which Commercial 96
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production from any Development Area commences,
whichever is the later, and shall be recoverable from any
Development Area(s).

22 Labour and related costs

2.2.1 ! v i veas b in t
Uzion of Mvanmar

The actual cost of all Contractor's locally recruited
employees who are directly engaged in the conduct of
Petroleum Operations in the Union of Myanmar. Such
costs shall include the costs of employee benefits and
Government benefits for employees and taxes and other
charges levied on the CONTRACTOR as an employer,
transportation and relocation costs within the Union of

- Myanmar and costs of the employee and such employee's
family (limited to spouse and dependent children) as
statutary or customary for the CONTRACTOR.

2.22  Assigned personnel

The cost of the personnel of Contractor resident in and

~ ~ working-in the Union of Myanmar for the Petroleum
Operations. The cost of these personnel shall be as per
rates which represent the CONTRACTOR's actual cost
according to CONTRACTOR's usual practics.

UYP3 002914

Such rates shall not include free furnished
accommodation in the Union of Myanmar, medical and
dental treatment of the employee and immediate family,
local schoeling expemtes and zoy other loczt
employment cost paid by the CONTRACTOR. Such
Costs shall be charged separztety to the Petroteury costs

A caniima
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-

As early as possible in each F inancial Year, the
CONTRACTOR shall advise the applicable rates
referred to above for each subsequent Finangial Year.
These rates may be subject to revision from time to time
at the CONTRACTOR's initiative if actgal costs change.

223 Personnel of the CONTRACTOR's based ig

R' w
o . . heet basi

Such personnel shall be charged at rates which
represent the CONTRACTOR's actual cost. These ratas
include all costs incidental to the employment of such
personnel, but do not include transportation and living
expenses they may incur for the perfarmance of such

- work In case the work is performed outside
CONTRACTOR's Home Country, the hourly rate will be
charged from the date such personnel leave the town
where they usually work in CONTRACTOR's Home
Country through their return thereto, including days
which are not working days in the country where the
work is performed, and excluding any holiday

—entitlement —derived —by ~the “employee  from his
employment in CONTRACTOR's Home Country. No
charge will be made far overtime.

As early as possible in each Financial Year, the
CCNTRACTOR shall advise these bourly rates for each
subsequent Year. They may be subject to revision from
time to time at the CONTRACTOR's initiative.

UYP3 002915
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2.2.4  Other persopna|.

2.2.5 mmmmﬁﬂmmmw

Subparts 2.2.2 and 2.2.3 above have been agreed upon
considering the present structure of the CONTRACTOR.
Should the CONTRACTOR be changed, or should the
CONTRACTOR change their present structure or
organization, these subparts shall be revised
accordingly.

226 Mmm@m

Training expenses for the CONTRACTOR's empioyees
resident in the Union of Myanmar and the
CONTRACTOR's contribution o training under
Section 15 of the Contract. ,

2.3 Material

2.3.1 The cost of Material shall be charged to the Petroleum
Costs Account on the basis sat forth below.

The CONTRACTOR does Dot guarantee the Materia]
The only guarantees are the guarantees given by the
mEaufacturers or the vendors, as long as they are in

UYP3 002916
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2211 Except as otherwise provided in
Subpart 2.3.1.2 below, Material shall be
charged at the actual Net Cost incurred by

. t.hs ; pQNTRACTOR. Net cost sh§ include,
butshaﬂmtbehmtedtasu:hxtemsasthe
vendor's invoice price, packaging,
transportation, loading apd unloading
expenses, insurance costs, duties, fees and

“ applicable taxes less al} d.z.sconnts actually
received. w iru

2.3.12 Material shall be charged at the price
specified hereinbelow :

a) New Material (Condition "A") shall be
valued at the current international Net
- Cost which shall not exceed the price
prevailing in normal arm's length .
transactions on the open market ;

b) Used Material (Conditions "B", "C" and
"D" and junk Material) :

i) -—Material -which is in sound and
serviceable condition and s
suitable for reuse without
reconditioning shall be classified
as Condition "B" and priced at
seventy-five percent (75 %) of the
cwrrent price of new Matarial
defined in a) above ;

UYP3 002917
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ii) Material  whijch cannot  be
classified as Condition "B" byt
which after reconditionning will
be further serviceable for its
original  function shall  be
classified ag Condition "C" angd
Priced at fifty percent (50 %) of
the current price of new Materia]
as defined in a) above. The cost of
reconditioning shal] pe charged to
the reconditioned Material
provided that the value of
Condition ~C" Material plus the
cost of reconditionning do not
exceed the value of Condition "B"

Materia] ;

i)  Material which bas a value and
which cannot be classified as
Condition "B" or Condition "C"
shall be classified as
Conditon "D" and priced at a
value commensurate with its use,

iv)  Materail which is usable and
which cannot be classified as
Condition "B" or Condition "C"
or Condition "D" shall bpe
classified as junk and shall be
considered as bhaving no valye,

232 Ipventeries UYP3 002918

At reasonable imtervals, mventores stzlt be tzken by 101
the CONTRACTOR of all eantrnllahie Matarial Tha
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CONTRACTOR shall give sixty (60) days' written notice
of intention to take such inventories to allow the MOGE
to choose whether to be represented when the inventory
is taken, or not to be represented (in which case the
MOGE shall elect to accept the inventory taken by the
CONTRACTOR). '

Transportation and employee relocation costs

2.4.1  Transportation of Material and other related costs,
including but not limitad to origin services, expediting,
crating, dock charges, forwarder's charges, surface and
air freight, and customs clearance and other destination
services,

242  Transportation of employees as required in the conduct
- of Petroleum Operations, including employees of the
CONTRACTOR's whose salaries and wages are
chargeable under subparts 2.2.2 and 2.2.3 of this

2.4.3 Relocation costs to the Contract Area vicinfty of
employees permanently or temporarily assigned to
Petroleum Operations. Relocation costs from the ...

- Contract Area vicinity, except when an employee is
reassigned to another location classified as a foreign
location by the CONTRACTOR. Such costs include
transportation of employee's families and their personal
and household efects and al] other relocation costs in
accordance with the ysual practice of the
CONTRACTOR.

UYP3 002919
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2.5.1 The actual costs of contract services, professional
consultants, a.nd' other services performed by third
parties.

2.5.2 Costs of use of facilities and equipment for the direct

operation thereof, but such rates shall not exceed those
cwrently prevailing in normal arm's length
tramsactions on the open market for like services and
equipment.

26 D 11 ia] and faciliti

- .

All costs or expenses Recessary for the repair or replacement of

2.7 Insurance and claims

2.7.1 Premiums paid for insurance to cover the risks related
to  Petroleum  Operations according  to  the
CONTRACTOR's practice, which is in compliance with
international petroleum practice.

UYP3 002920
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2.7.2 Actual expenditure incurred in the settlement of al]
losses, claims, damages, Judgments, and other expenses
(including legal expenses as sat out below) for the
benefit of the Petroleum Operations.

2.8 Legal expenses

All costs or expenses of litigation or legal services otherwise
Decessary or expedient including but not limited to legal
counsel's fees, arbitration costs, court Costs, cost of investigation
or procuring evidence and amounts paid in settlement or
satisfaction of any such litigation or claims. These services may
be performed by the CONTRACTOR's legal staff and/or an
outside firm as necessary.

2.9 Charges and fees

-

All charges and fees which have been paid by the CONTRACTOR
with respect to the Contract.

2.10 Offices, camps and miscellaneous facilities

Cost of establishing, maintaining and operating any offices, sub-

. Offices, camps, warehouses, bousing and other facilities such as
recreational facilities for employees. If these facilities serve more
than one (1) contract area the costs thereof shall be allocated on
an equitable basis.

2.11 General and administrative expense UYP3 002921

2.11.1 The services for all personnel of the CONTRACTOR as
per suobpert 2.2.4 zs weil zs the comtribusor of the
CONTRACTOR's to the Petroleum Operations of an
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intangible natuz:e shall be deemed compensated by an
annual overhead charge based on a sliding scale
percentage.

) . Coeeds T <
2112 The basis for afplying this overhead charge shall. be the
total Petroleum Costs incurred during each Financial
Year or fraction thereof.

The sliding scale percentage shall be the following :

For the first five million US Dollars : " 4%

For the next three million US Dollars : 2%
For the next four million US Dollars : . 1%
Over twelve million US Dollars : 0.5 %

2.12 Other expenditures

Any reasonable expenditure not covered or dealt with in the
foregoing provisions which are incurred by the CONTRACTOR -
for the necessary and proper performance of the Petroleum
Operations and the carrying out of its obligations under the
Contract or related thereto.

2.13 Credits under the contract

The net proceeds of the following transactions will be credited to

the accounts under the Contract -
UYP3 002922

(a)  the net proceeds of any insurance or claim in comnection
with the Petroleum Operations or any assets charged to
the accounis-under the Contract :

(b) .revenue received from outsiders for the use of property o
assets charged to the accounts under the Contract which
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have become surplus to Petroleum Operations and have
been leased to mitigate losses ;

(¢) any adjustment received by the CON’IRACTOR_ from the
suppliers/manufacturers or their agents in connection with
defective equipment ar material the cost of which was
previously charged by the CONTRACTOR under the
Contract ; |

d) rentals, refunds or other credits received by the
CONTRACTOR which apply to any charge which has been
made to the accounts under the Contract ;

()  proceeds from all sales of surplus Materials charges to the
account under the Contract, at the net amount actually

collectad.

2.14 No duplication of charges and credits

Notwithstanding any provision to the contrary in this Accounting
Procedure, it is the intention that there shall be no duplication of
charges or credits in the acccunts under the Contract.

 ARTICLE 3 - FINANCIAL REPORTS TO THEE MOGE UYP3 002923

3.1 The reporting obligations provided for in this Part shall apply to
the CONTRACTOR and shall be in the manner indicated
hereunder.

3.2. The CONTRACTOR skall submit w0 MOGE within thirey (30)
days of the end of each Quarter :

3.2.1 a report of expenditure and receipts under the Contract

analyzed by budget item showing : 106
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a) actual expenditure and receipts for the Quarter in
question ;

b) actual cumulative expenditure to date ';

c) latest forecast of cumulative expenditure at Year
end ;

d) variances between budget e.rpénditure and actual
f expenditure, and explanations therefor. V

3.2.2 2 cost recovery statement containing the following
information :

a) recoverable Petroleum Costs brought forward
X from the previous Quarter, if any ;

b) « recoverable Petroleum Costs incurred during the
Quarter ;

¢}  total recoverable Petroleum Costs for the Quarter
' (a) plus b) above]
‘ S S — o—

d) quantity and value of Cost Oil taken and
separately disposed of by the Contractor for the
Quarter ;

e) amount of Petroleum recovered for the Q_ua.rter :
and

f) amount of recoverable Petroleum Costs to be
carried forward into the next Quarter, if any.

UYP3 002924 v
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After the commencement of production the CONTRACTOR shall,
within thirty (30) days aftar the end of each month, submit g
production report to the MOGE showing for each Development

Area the quantity of Petroleum :

a) held in stocks at the beginning of the month :

b) Produced during the month ;

) lifted, and by whom ;

d) lost and consumed in Petroleum Operations ;
and

e) held in stocks at the end of the month

A lifting Party shall submit, within thirty (30) days after the end
of each month a report to the MOGE stating the quantities and
sales value of each Petroleum sales made in that month.

UYP3 002925
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ANNEXURE "D

This Annexure "D" i attached to and made ap integra] p‘a:t of the
Contract between MYANMA OIL AND GAS ENTERPRISE and
TOTAL MYANMAR EXPLORATION AND PRODUCTION datad

FORM OF SECURITY

Date: .. .. _.

MYANMA OIL AND Gas
ENTERPRISE

YANGON

THE UNION OF MYANMAR

work and expenditure obligations undertaken by the said subsidiary
pursuant to the terms of a Production Skaring Contract covering
offshore appraisal signedon..........

This guarantee shall come in force at the date said Production Sharing
Contract, duly executed by said subsidiary, comes itself into force, and
this guarantee shall remain in force for so long as committed work and
expenditere obitgations remain unperformed by said subsidiary.

UYP3 002926 109
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LETTER OF GUARANTEE

By this letter TOTAL S.A. guarantees t© make available to ris fully owned subsidiary TOTAL
MYANMAR EXPLORATION AND PRODUCTION such capimal finance, assets. machinery, |
TSuipment fools, technical- experise or specialists I3 may be ‘required by TOTAL’
MYANMAR EXPLORATION AND PRODUCTION in its performance of commitied work and
expenciture oblgations undertaken by the said subsidiary pursuant to the terms of the
Production Sharing Contract covering appraisal development and production of petroleum in
the Moarama area to be signed between MYANMA OIL AND GAS ENTERPRISE AND
TOTAL MYANMAR EXPLORATION AND PRODUCTION.

This guarantee shall come in force at the date said Producton Sharing Contract, duly
executed by said subsidiary, comes tself into force, and this guarantee shali remain in force
for so long 1s committed work and expsnditure obligations remain unperformed by s3id

subsidary.

Made in Paris on the 8th of July 1222

s ——

Alain MADEC
Financial Director

UYP3 002928
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TOTAL MYANMAR EXPLORATION AND PRODUCTION.

dated :
{
MANAGEMENT PROCEDURE

1 MOGE retains by this Contract all rights of Management but
recognises that CONTRACTOR is responsible for the execution of
the Work Programme. To obtain the benefits of mutual
cooperation and to coordinate their efforts under the Contract,
MOGE and CONTRACTOR shall establish 2 "Management
Committee” (herein called the Committee) composed of Four (4)
representatives appointed by MOGE and Four (4) representatives

appointed by CONTRACTOR. Ope of the MOGE's
representatives shall act as Chairman of the Committee,

‘ 2. The initial appointment of representatives to the Committee

swwswﬁmmmm by notice given

to the other within thirty (30) days after the Effective Date,
advising the names of their respective representatives and such
appointments may be changed thersafter from time to time by
similar notice from the changing party to the other,

UYP3 002930

3. All decisions required to be taken by the Management Committee
shall be taken by the unanimous vote of the representatives
present at the meeting, it betmrg wrderstooe: thxs o sue decistons
shall be valid unless at least one representative of MOGE and
one represemative of the CONTRACTOR is present at the 113
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meeting. Decisions taken by the Committae shall be recorded in
minutes signed on behalf of both MOGE and CONTRACTOR and
shall be binding on the parties hereto.

4 The Committee shall meet whenever required by MOGE or by
CONTRACTOR, subject to 15 days prior notice to its members
required which notice shall include the agenda for the meeting.

S.  The Committee shall have the following functions and
responsibilities under this Contract :

( a) to provide the opportunity for and to encourage the
exchange of information, views, ideas and suggestions
regarding plans, performance and resglts obtained under
the Contract,

b)  .to review and approve Work Programmes and Budgets
Proposed by CONTRACTOR, taking into consideration any
revisions thereto proposed by MOGE and further revisions

by both parties,

c) to coordinate on all technical, financial administrative and
policy matters of interest to both parties, :

dI——incaseof ASEHVery o Peolenm &5 Teview and approve

proposal for the appraisal and development of such
discovery, ‘

e) to consider and act upon recommendations made to the
Committee by its sub-committees,

f to cooperate towards implementation of the Contract in
accordancs with jts tarme
UYP3 002932
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6. To facilitate the discharge of its functions, the Committes shall
appoint sub-committaes composed of representatives of both
MOGE and the CONTRACTOR such as but not limited to :

a) Technical Sub-committee to review and consult upon work
programs and any variation thereof, to supervise all safety
procedures to be used in the conduct of Petroleum
Operations, to advise the parties on the progress of the
current Work Programme, Pertaining to exploration,
development and production, and to perform any other task

( that the parties may ascribe by common ig:-ee.ment.

b)  Procurement Sub<ommittee to review and recommend the
international tender being applied for purchase of
equipment and the selection of sub-contractors and supplies
of services for Petroleum Operations hereunder.

-

c) Accounting Sub-committee to review the incomes and
expenditures related to Petroleum Operations in
accordance with this Contract and any questions arising
thereto. :

d) Petroleum Valuation Sub-committee to set the value, the

. ‘ International Market Price FOB Myanmar per_barrel-of

Crude Oil for purposes of Cost Recovery and division of net
sales proceeds. The valuation shall be based upon enquiries
made by MOGE and CONTRACTOR internationally for
the specific type of quality of Crude Oil such as API
gravity, sulphur content, viscosity, pour-point, etc ... The
valuation of Natural Gas will be determined as per Section
12.8. :

UYP3 002933
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ANNEXURE "~

This Annexure F" is attached to ang made an integral pa.rt of the
Contract between MYANMA o AND GAS ENTERPRISE and

The operating agresment between CONTRACTOR and MOGE referred
L in Section 193, shall embody, intar alia, the following main

1. CONTRACTOR shall be the soje Operator of the venture under
properly defined rights and obligations.

UYP3 002934
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4. The Operator shall prepare the annual Work Programme and
Budgets which shall be submitted to the authorized
Tepresentative of both parties for decision prior to their
submission to MOGE in accordance with the Provisions of the

main Contract.
5. Appropriate Sole Risk provisions.

6. Subject to adequate lifting tolerances each Party shall offtake at
CONTRACTOR's point of export its production entitlement.
! However, if MOGE is not in a Position to market such quantity

quanﬁty,ortoliﬁthatqnanﬁtyatalawdatennderm
adequate procedure within a period of time defined in such
related procedure.

This paragraph 6 is applicable only for hydrocarbons in liquid
form.

UYP3 002935
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MY .IMA OIL  AND GAS ENTERPRISE

CABLE: YENAN -

l P.O. 80X K 04y
TELEX . MYCORP 8N 273y *
TELEAUTO 22874 () Lines T4 /80 MINYE KYaw Swa moap

82266 (3 ) Lines NQ‘................'... YANGON,u‘uu“R‘

% Letter No. 3g2axs2 (1620)
Date: 9th July,1992.

SIDE LETTER

This side-letter is attached to and made and integral pars of the
Memorandum of Understanding ("MOU™) and the Production Sharing
Contract ("pPscw) concerning the MOATTAMA AREA both dated the Sth
July, 1992 and hereinafter together Teferred to as the "Contracs"
between Myan=a 0il and Gas Enterprise ("MOGE") and TOTAL MYANMAR
EXPLORATION AND PRODUCTION ("TOTAL") .

MOGE acknowledges that TOTAL has relied Upon the laws, decrees,
rules and regulations of the Government of the Union of Myanmar
2s they exist on January 31, 1991 together with the understandings
set forth below, Tegarding taxation. If a Daterial change cccurs
Lo TOTAL econonmice benefits after the Signature Date of the
Contract due to the pProzulgation after January 1, 15991 of new
lavs, decrees, rules and regqulations or any anmendzent <o the
Income Tax lLaw 1974, the Foreign Investment Lavw 1588 No. 10/8s,
the Budget lLaw 1989, the applicable laws, decrees, rules and -
regulations made by the Government of the Union of Myanmar or the -- .
Rmanner in which taxes are to be assessad as provided below, then

promptly and make nhecessary revisions and adjustments to the
relevant provisions of the Contract in order to zaintain TOTAL’s

econonic benefits’ thereunder at the same levels and in the
amounts as if such lav; SCTRRS,. T, - XTIBHTHS
— R

Y Trecognized arbitration institution (such as
International Chamber of Cormerce, UNCITRAL, etc. +«) TOTAL shall
be offered the OPportunity to include the same dispute resolution
provisions in the Contrace.

In the event that MOGE and ancther foreign party enter into a
contract for exploration or development of oil or gas in Myanzar
including terminaticn pravisions which do ROt idemtify polivice}
activity as grounds for teraination, or amend a contracs to
delete such grounds, TOTAL shall be offered the opportunity to
anend the terminatian provisicne in the Contract to the same 119
effect.

UYP3 002936
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It is agreed that, the Parties understanding of the Myanmar
Incone Tax regime that will be applicable to taxable: inconme
resulting froz Pezroleun Operations and Transportation Operations
under the Contract is as follows :

1. The. applicable Myanmar Income Tax rate is "30%.

2. TOTAL’s gross Income for Myanmar Income Tax purposes
will be equal to the value of TOTAL’s share of
Petroleurn as determined under the Production Sharing
Contract for export and domestic sales;

The Gas Transportation Company (to be established)
Cross Income will be the Gross Revenues as defined in
the MOU.

3. Deductions from TOTAL’S gross incoze in computing
TOTAL’s taxable income subject to Myanmar Income Tax
will include all expenses incurred in Petroleux
Operations under the PSC, including both cost
recoverable and non-cost recoverable expenditure but
excluding expenditures not allowable under the Myanmar
Income Tax Law.

Deductions from the Gas Transportation Company gross
income in computing Gas Transportation Company taxable
income subject to Myannmar Income Tax will include all
expenses incurred in Transportation Operations but
excluding expenditures not allowable under the Myannar
Income Tax law. .

Capital Expenditures will be depreciated at the rate
established in the Permit issued by <the Foreign
Investnent Commission, and such depreciation will be
included in such deductible items;

| %
¥

Notwithstanding the above, TOTAL and <the Gas
Transpcrtaticn Ccnpany shall be exempt from Myanmar

5 ci

zncluding tne Financxal Year in which Commencement of
Cozmercial Production occurs for the above mentioned
Contract and TOTAL will be allowed to consolidate its .
taxable income from all contracts into one joint tax
return. Tax losses carried forwvard will be accumulated
until expiration of the tax exemption period stated
above and thereafter TOTAL and the Gas Transportacion
Company will be alloved such losses to offset its
taxable income from any contract;

UYP3 002937

s. Follawinq,payncnt of Myanmar Income Tax, TOTAL, the
Gas TrIMSPUTTITION CumpEny End- their strerenholders
shall be exempt from any other taxes on income (to the
extent attributable to income derived under the
Contrace!  or withholdimy o &ividends or other
distributions similarly attributable; 120
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TOTAL

TOTAL MYANMAR EXPLORATION AND PRODUCTION
Yangon, July Sen 1982

MYANMA QIL AND GAS ENTERPRISE

Artertion U PE K1
Managing Director

Subject : MOATTAMA GAS PROJECT

. Dear Sir,

MYANMA OIL AND GAS. ENTERPRISE (MOGE) and TOTAL MYANMAR EXPLORATION AND
PRODUCTION have signed this 9th day of July, 1992 a Production Sharing Centract ang 3
Memorandum of Understanding for the implementrtion of the MOATTAMA GAS PROJECT.

- TOTAL will pay one (1) milian United Szates dollars (including al! and any taxes if any) when
ownership of the rig (free of any liens or encumbdrances whatsoever) is transferred from
MOGE to TOTAL by a legal document effectng the tansfer.

- TOTAL will make its best efforts to sell the rig. The selfing price (all and any taxes exciuded
if any) will be shared between MOGE and TOTAL as foliows :

MOGE : 80 %
TOTAL : 20%

In case of loss of the rig, the insurance compensation will be shared on the same basis.

< As soon as ownership of the fig is transferred to TOTAL TOTAL will bear all future
mainterance and insurance costs, and moving casts, if any.

%ﬁmmw ; i1 order to indicate your accepmrance of the above. please

retum 1o us one original duly signed by vyourself 33 indicated below.

Yours farthtully ‘

T. DESMAREST
Chairman of the Boarg

Agreed for MYANMA OIL AND GAS ENTERPRISE

U PEKM
Managing Director UYP3 002938
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6. TOTAL’s and the Gas Transportation Company’s
expatriate perscnnel employed under the Contract and
residing in Myanmar shall be taxed on their income
received in Myanmar at rates no higher than the rates
applicable to the national citizens of Myanmar.

7. TOTAL (and the Gas Transportation Company when
established) will be issued a Permit under the Foreign
Investment lLaw and in consequence will be subject to
all the provisions of the said Law including those of
Article 21 concerned with tax reliefs.

This Side Letter shall inure to the benefit of and be binding
upon the Parties hereto and their respective successors and
assigns. It is agreed that any assignment of all or part of
TOTAL’s Participating Interest pursuant to the Contract shall be
exexpt from all taxes, assessments or duties.

In the féregoihg correctly sets forth our agreenment, please so.
indicate by signing in the space provided below.

Agreed and accepted For and on behal? of

for and on behalf of MYANMA OIL & GAS ENTERPRISE
TOTAL Myanmar Exploration

& Production

MR. T. DESMAREST U PE KYI
PRESIDENT ° , MANAGING DIRECTOR

UYP3 002939
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MEMORANDUM OF UNDERSTANDING
AND
PRODUCTION SHARING CONTRACT
¢ FOR APPRAISAL, DEVELOPMENT
AND PRODUCTION OF PETROLEUM

IN THE MOATTAMA AREA

BETWEEN

MYANMA OIL AND GAS ENTERPRISE

AND

TOTAL MYANMAR EXPLORATION AND PRODUCTION

UYP3 002940
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MEMORANDUM OF UNDERSTANDING
! FOR THE MOATTAMA GAS PROJECT

J

LER e CEFT

This Memorandum of Understanding (hereinafter "MOU™) records the
agreement reached this Y2 day of \'(\Jgg.} 1992 by and
. J

between :

~

- THE MYANMA OIL AND GAS ENTERPRISE..an enterprise
$ organized and existing under the Laws of Unioh of Myanma
(hereinafter referred to as the "MOGE" which expression shall,
unless repugnant to the context or the meaning thereof, be deemed to
include its successors and permittad assigns), representsd for the
purpose of this MOU by THEE MANAGING DIRECTOR, MYANMA
OIL AND GAS ENTERPRISE,

of the one part

TOTAL MYANMAR EXPLORATION AND PRODUCTION, a
company existing under the Laws of France (hereinafter referred to

¢ as "TOTAL" which expressi o-the-context
or the meaning thereof, be deemed to include its successors and
permitted assigns), represented for the purpose of this MOU by its
Chairman of the Board,

of the other part,

both MOGE and TOTAL hereinafter sometimes referred to either
individually as "Party” or collectively as "Parties”.
UYP3 002941
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WHEREAS MOGE has made two gas discoveries (hersinafter the
"Discoveries®) offshore Myanmar in the MOATTAMA area, namely the
3DA-X and 3DA-! Strucwres oo Blocks MS and M6 ;

.

WHEREAS it is the desirs of MOGE that the Discoveries be appraised and
developed and TOTAL is willing to do same ;

WHEREAS it is the intent of the Parties that if commerciality is declared
the produced gas be exported to Thailand ("Export Marke:"), a part of such
produced gas being however allocated to Myanmar domestic market
("Domestic Market®) ;

WHEREAS the discovered gas is assumed to be dry but it is the inteat of
the Parties that the Project includes the developmeat and production of the
liquid hydrocarbons that may be discovered during the appraisal works ;

WHEREAS MOGE and TOTAL now wish to record their agreemeant on the
principles which shall apply to the MOATTAMA GAS PROJECT ;

WHEREAS MOGE and TOTAL have executed on this same 3 3-5, day of

E;Ja' f 1992 a Production Sharing Conmtract for the appraisal.
development and production of Pewoleum in the Moamama ana

(bereinafier “the PSC*) ;

WHEREAS the purpose of this MOU is to establish, together with the PSC.
the basis of the Project structure and concepts and the main contractual and
fiscal terms agreed by the Parties for the implementation of the
MOATTAMA GAS PROJECT as hersinafter described ; -

SECTION 1 - DEFINTTIONS UYP3 002842

For the purpose of this X&OU mmmmmm defimed
in the PSC and not otherwise defined herein shall have the meanings set
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forth in the PSC. The terms used below shall have the following meanings
in this MOU : '

1.1 "Contractor" means CONTRACTOR under the PSC.

1.2. "Effective Date" means the date following execution of the PSC and
of this MOU by the Parties, on which the last act necessary to give
the PSC and this MOU the full legal effect has been taken.

1.3. Project” means the MOATTAMA GAS PROJECT.

’ 1.4. Proved Natural Gas Reserves” means the estimated quantities of
Natural Gas which geological and engineering data demonstrate with .
reasonable certainty to be recoverable in future years from the
reservoirs under existing economic and operating conditions, that is
prices and costs as of the date the estimats is made. For the purpose
of this definition there is 90 per cent chance that the actual quantity
will be more than the amount estimated as Proved Natural Gas
Reserves and 10 per cent chance that it will be less.

The whole Project is structured in 3 Phases :

Phase]
The appraisal work and the study of commerciality.

Phase2

The field development and pipeline construction phase.

Phase 3 UYP3 002943

The production and gas transportation phase. 126
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Phases 2 and 3 are conditional upon the results of Phase 1.

A tentative Project Schedule is attached hereto as Annex 1. This
tentative Schedule is based on the hypothesis that Commercial
Discovery can be determined within eighteen (18) months from
Effective Date.

a) Phase 1 will start aﬂer Effective Date. The appraisal work is
necessary to establish the commaerciality of the Discoveries.

The appraisal concerns the gas discoveries in the Contract
Area, as it is defined in the PSC. There are 2 smructures
discovered by MOGE, the 3DA-X structure and 3DA-1 bright
spot structure. The largest one is the 3DA-X structure and a
successful appraisal of this structure is considered at this stage
as an essential step in the process of establishing the
commerciality of the Discoveries ; therefore the appraisal work
described below and in the PSC, concerns essentially the 3DA-
X structure.

As stated in section 6.2. of the PSC, the Contractor shall
provide MOGE with a detailed appraisal work programme
after full review of all data and information available in

relation to Contract Area. At this stage the minimum

appraisal wark programme consists in the drilling of 2 wells,
and depending on the results of the 2 wells, 1 or 2 additional
wells and additional seismic may be required for the
evaluation of the reserves.

The term of the Appraisal Pericd is two (2) years. Eighteen (18)
months is the minimum time estimated necessary to complete
the appraisal work.

UYP3 002944
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The completion of the appraisal work programme wil] be
followed by a study of commerciality, whose aim is to allow a
declaration of commerciality and subsequently to start the
development of the appraised Discoveries.

Such a declaration implies that all the following conditions are
met at the time of the declaration :

(i)  The Proved Natural Gas Reserves (which might have to
be certified by an international independent expert)
must allow to produce gas for 20 years at least, at a
plateau for a2 minimum of 15 years followed by a decline
of 5 years or more. The production plateau has to be at
least of 320 Million of standard cubic feet per day
("MMscfd™ ; this corresponds to an amount of reserves of
2.2 Trillion Cubic Feet ("TCF") at least. ‘During the
plateau period, a minimum of 250 MMscfd will be
exported to Thailand (“The Export Market Gas™), and a
maximum of 70 MMscfd will be allocated to Myanmar
domestic market ("The Domestic Market Gas"). During
the decline, the above mentioned Export Market Gas
quantities and Domestic Market Gas quantities will be
reduced prorata. If the Proved Natural Gas Reserves are

higher than 2.2 TC i

Market Gas quantities and Domestic Market Gas
quantities will be increased prorata.

(i)  Petroleum Authority of Thailand ("PTT") commits to buy
expart gas quantities as defined above, under 2 long
term firm contract of 20 years at least, including a take
or pay clause.
UYP3 002945
(1if) Agreement bas been reached with MOGE on the long
term supply of Domestic Market Gas quantities as 128
defined above.
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(iv)  The revenues derived from the gas sales will allow each
segment of the Project, as defined below, to have an
acceptable rate of return on the investment normally

. determined as 15 % in real terms. C imim,

(v} The various main Agreements, which are listed in
section 6 below, will have been executed and be in full
force and effect.

MOGE and the Contractor shall jointly makeé every effort so

) that the above conditions can be met as soon as practicable
after the completion of the Appraisal Program ; however, if
these conditions are not met before the end of the Appraisal
Period, then the Contractor may retain the Contract Area as
stated in Section 3.4. of the PSC.

21. b Tl.ze field development and pipeline construction Phase will
only start when the Discoveries are declared Commercial
Discovery.

2.1. o) The production and gas transportation Phase will start when
the development and construction are completed.

2.2 Sales and Delivery Points

Sales and Delivery Points are defined as follows :
- Ezxport Gas Sales Point ‘
The Export Market Gas to Thailand will be delivered and
sold to PTT at Thailand border near the Three Pagodas Pass.
It will be transported the.re through an Oﬁ'shore!Onshore
Export Pipeline.

UYP3 002946
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The Domestic Market Gas will be delivered and sold to
MOGE at the inlet of the Domestic Pipe. The Domestic Gas
Sales Point, to be decided later, can be either on the
production platform, (in this case the Domestic Gas Sales
Point is identical to its Delivery Point defined below), or at a
junction point of the Export Pipe with the Domestic Pipe. In
this last case the Domastic Market Gas will use a portion of
the Export Pipe.

- Delivery Point to the Gas Transportation Company

("Delivery Point™ :
The produced gas offshore is delivered after appropriate

processing to the Gas Transportation Company, as defined
below. The Delivery Point is therefore at the ‘inlet of the

Export Pipe, ex Field '

-

Segments of the Project

There are 2 segments in the Project :

a)
b)

2.3

The Petroleum Production segment.,
The gas transportation segment.

/) - DOE v. UNOCAL -
mwsomsa
7
- Domestic Gas Sales Point

There-will-be-2-separats—sntitiss (Joint Venture and Company), one

for each segment of the Project :

a)

The Petroleum Prodaction Joint Venturs : UYP3 002947

The Contractor will perform the appraisal of the Contract Area
as defined in the PSC, and if the Discoveries are proved to be
Commercial Discovery, it will develop the field and produce it.
The produced gas will be transported by the Gas
Transportation Company and sold by MOGE and Contractor to
the Export Market and Domestic Market.
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2.3 b)  The Gas Transportation Company :

This Company will transport the produced gas from the
Delivery Point to Export and Domestic Gas Sales Points as
defined above.

After the Discoveries are proved Commercial Discovery, the
Company will construct the Export Pipe to the Thailand
border, and transport the gas produced in the Contract Area
and eventually from other surrounding contract areas. :

The Gas Transportation Company term shall extend as long as
there is gas to be transported to Thailand through the Export
Pipe.

Each segment of the Project will be subject to specific
contractual terms.

The Export Market Gas Price (E) at the Thailand border will be the
. reference. This price will be splitted into :

A Transportation Tariff (T) for the Export Gas from the Delivery
Point to the Thailand border (Export Gas Sales Point).

- A "Net Back" price (NB) for the gas ex-Field defined as follows :
NB=E-T
UYP3 002948
The value of the Domestic Market Gas will be equal to the gas price ex-
Field ONB) plus a transportation tariff calculated as a function of the portion
of the Export Pipe used by the Domestic Market Gas, if any. So this tari 13!
will be only a fraction'(f) of the Export Market Gas one, and the Domestic
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Market Gas value D) is : D = NB + (0 x (T). I the Domestic Gas Sales
Point is identical to the Delivery Point, f will be equal to zero.

According to this scheme :

The valuation of Natural Gas for the Gas Production Joint Venture
will be equal to the gas "Net Back" price ex-Field INB) defined above.

The Gross Revenues of the Gas Transportation Company will be
equal to the sum of Export Market Gas transportation revenues i.e.

, Export Gas quantity multiplied by transportation tarif (T), plus the
Domestic Market Gas Transportation revenues i.e. Domestic Markat )
Gas quantity multiplied by transportation tariff (D), multiplied by the
fraction () applied for Domestic Markat Geas, plus the revenues of the
transportation of any gas produced in other surrounding contract
areas, and transported to Thailand through the Export Pipe, or a
portion’of it.

The Transportation Tariff (T), which will be at any time a fraction of
the Export Gas Price, will be determined so that both segments of the
Project will have a similar rate of return in real terms.

» SECTION 4 . CONTRACTUAL AND FISCAL TERMS FOR -

PE -CRODUCITION-AND-GASTRA NS PORTATION

a) Petroleum Production Joint Venture

The contractual and fiscal terms applicable to this Joint Venturs are
defined in the PSC entered into between MOGE and TOTAL for the
Appraisal, Development and Production of Petroleum in Moattama

Contract Area.
UYP3 002949

The valuation of the Natural Gas for the PSC fiscal accounts will be 3,
the "Net Back” (NB) defined in Section 3 above.




b)

c)

10

The costs incurred up to Effective Date by MOGE in relation to the
Contract Area shall be reimbursed to MOGE in the manner defined
in Section 19.9. of the PSC.

According to the PSC, the Contractor is subject to the provisions of
the Union of Myanmar Foreign Investment Law. The taxable income
is as defined in the PSC.

Gas Transportation Company :

A Company subject to the entitlements under the provisions of the

Union of Myanmar Foreign Investment Law and of the Union of

Myanmar Income Tax Laws will be established

Fiscal terms applicable to the Petroleurn Production Joint Venture
and to the Gas Transportation Company.

The P;troleum Production Joint Venture and the Gas Transportation
Company will be granted the following fiscal terms :

- Tax Holiday : 3 years starting from the Financial Year in
which Commercial Production commences.

2 Inca | 2 w47 I 0 % inclo .4 0L 3 Y as sPheive)es pavah

to the Unio
Foreign Participants in the Project except income tax imposed
on expatriate personnel of Contractor for the portion of their
income in Myanmar.

UYP3 002950

. Depreciation rate for capital assets : 25 % per year.

If any material change occurs after Signature Date to the economic

benefits of the Petroleum Production Joint Venture zad of the Gas

Transportation Company due to the promulgation of new laws or
regulations, adjustments will be made to maintain the economic

2 of Myaaimar. No other taz will be imposed on the
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regulations, adjustments will be made to maintain the economic
benefits at the same levels as if such laws or regulations had not been
promulgated.

d) Domestic Markst Gas .
The Domestic Market Gas quantities (Qd) delivered each year to
Myanmar, according to a long term contract, will be a part of
Myanmar and MOGE revenues for the corresponding year, which will
be taken "in kind". The Myanmar and MOGE total revenuas ®R)ina
year are :

’ - From the Petroleum Production joint venture :
The Royalty, the Cost Petroleum and Profit Share of MOGE,
the various Bonuses, and the Income Tax

. From the Gas Transportation Company :
The Income Tax and MOGE profit share.

The value of the Domestic Market Gas (D) is determined above in

Section 3 ; this value (D) multiplied by the Domestic Market Gas

quantity (Qd) is the part of Myanmar and MOGE revenues which are

taken "in kind". The remaining revenues : R) - (Qd) x M) will be

taken "in cash” ie. paid to Myanmar and MOGE by the Foreign
» Participants in the Project.

SECTION 5 - OPERATORSHIP AND PARTNERSHIP

a) Operatorship

TOTAL will be the Operator for the whole Project during its 3 Phases
under the PSC and for the Gas Transportation Company.

UYP3 002951
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b) MOGE participation

MOGE may acquire up to fifteen percent (15 %) participation share jn
both segments of the Project. This right shall be exercised in

B Lot A N

accordance with section 19 of the PSC. S ES
The rights and obligations of MOGE in the Gas Transportation
Company to be established shall be in proportion to its participation
share.

c) Foreign participation :

’I‘he following principles will apply :

- Each Foreign Participant will have the same participation
share in the 2 segments of the Project.

- ME)GE and TOTAL agree that Petroleum Authority of
Thafland Exploration and Production (PTTEP)) will have a
right to participate in both segments of the Project with a
participation share of up to 30 % of the aggregate Foreigm
Participants share.

) - TOTAL intention is to keep a participation share of 30 % at
least of the aggregate Foreign Participants share.

The remaining of the Foreign Participants share can be offered
to a third party or parties, with the approval of MOGE, which
shall not be unreasonably withheld.

UYP3 002952
Operations under both the PSC and the Gas Transportation
Company will be conducted under Joint Operating Agreements
to be established on the basis of international standard

practxces. 135
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SECTION 6 - SUMMARY OF THE MAIN AGREEMENTS BETWEEN
| THE VARIOUS PARTICIPANTS IN THE PROJECT

§ As explained above, the contractual relationship among the various
participants will be materialized in the following agreements : *

. The Petroleum operations and Pipeline construction and
exploitation : :

PSC Production Sharing Contract between the Gas Production Joint
Venture participants and MOGE.

POA Production Operating Agreement between the Gas Production
Joint Venture participants.

GPPOA Gas Pipeline Participation and Operating Agreement between
the Gas Transportation participants and MOGE and Myanmar

Government

- The Gas sales and transportation :

EGSA Export Gas Sales Agreement between the Gas Production Joint
Venture participants and PIT (Petroleum Authority of
Y Thaland Production)

EGTA Export Gas Transportation Agreement between the Gas
Production Joint Venture participants and the Gas

Transportation Company.

DGSA Domestic Gas Supply Agreement between the Gas Production
Joint Venture participants and MOGE.
UYP3 002953

DGTA Domestic Gas Transportation Agreement between the Gas
Production Joint Venture participants and the Gas

Transportation Company.
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CTION 7. R E
a) Early Production Scheme (EPS)

TOTAL, as operator for the Project, is ready to study at the time of the
commerciality study, the technical and economical feasability of an
EPS to be implemented in conjonction with the export scheme in order
to accelerate the delivery of Domestic Gas at the inlet of the Domestic
Market Gas Pipeline.

’ b) Domestic Gas Pipeline
During the Commerciality Study, MOGE and the Contractor will |

study in detail gas reserves availability and gas demand forecasts for
the domestic market in Myanmar.

If the s::udy. concludes that a deficit exists, domestic gas may be
delivered from the Contract Area through the Domestic Gas Pipeline.

TOTAL considers that the Domestic Gas Pipeline falls within the
category of investments which should be financed through loans from
international financial institutions whose function is to support and
_‘ permit the realization of projects which are vital for the economy of a

couney.

At the time of the commerciality study, TOTAL, as Operator, is
willing to assist MOGE, at MOGE's request, in arranging such a

financing.
UYP3 002954

Should such a financing proved not to be available or feasible, MOGE
and the Contractor will consider the possibility of including the
Domestic Gas Pipeline in the Project. Provided that this additior=t
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DEED OF ASSIGNMENT
UYP3 002955
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investment will not prevent the declaration of commerciality and
consequently the field development decision, it will be included | in the
Gas Transportation company.

In this case, the definition of the Domestic Gas sales point will have
to be amended and the Domestic Gas transportation tariff adjusted
accordingly.

SECTION 8 . NATURAL GAS DISCOVERIES OTHER THAN THE
DISCOVERIES

If any Other Discovery of Natural Gas (other than the Discoveries) is made
within the Contract Area as a result of additional exploration works made
by Contractor as provided for in Section 6.8. of the PSC, it is hereby agreed
that for the purpose of the determination of whather such Other Discovery
is Commercial Discovery under Section 7.7.2. of the PSC :

a) the integration within the Project of the reserves related to such
Other Discovery will be studied as a first priority with the objective
to optimize the use of the facilities already in place or to be put in
place, in particular the Export Gas Pipeline ;

b) the conditions listed under Section 2.1.2) above will apply. However
: the minimum productzon plateau deﬁned as per Section 2.1.2) (i) of
‘ : i ation of 20 years applicable to the

long term firm gas sales contracts as per Section 2.1.a) (i) and (ux) of
this MOU, will not be required.

UYP3 002957

SECTIONS - TERM

This MOU will come into force on Effective Date. It will terminate at the
termination of the PST as stipulated in Section 25 of the PSC. 140
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T A Lmrle,
Signed, sealed and deliverad o -
on behalf of
THE MYANMA OIL AND GAS ENTERPRISE

U PE KYI )
Managing Director m

. WITNESSES : | /\w’/

1. CMDR. THEIN TUN
Director General, Energy Planning Department

2. U SOE MYINT X
Deputy Director General, Energy Planning Department e

Signed, sealed and delivered

on behalf of
TOTAL MYANMAR EXPLORATION AND PRODUCTION

Thierry DESMAREST
Chairman of the Board ‘

UYP3 002958
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