700 &%

fae)

.




a CONFIDENTIAL
DOE v. UNOCAL
SUBJECT TO PROTECTIVE ORDER

PRODUCTION OPERATING AGREEMENT
FOR MOATTAMA AREA
BLOCXS MS AND M6 OFFSHORE MYANMAR

f: TABLE OF CONTENTS
I' ARTICLE PAGE
‘ .
|
i - 1. DEFINITIONS . 6
2. EFFECTIVE DATE AND TERM "
i
3. PARTICIPATING INTEREST 11
: 3.1, Parucipatng interest "
! 3.2, Ownersmp, Obligauons and Liabiliues B!
1
“ 4. QOPERATOR 12
i ,
! 4.1. Designation of Operator 12
! 4.2. Rignts and Duties of Operator 12
4.3. Employees of Qoerator ‘ 14
4.4, Information Suoplied by Operator 14
4.5, Sentiement of Claims and Lawsuits 18
4.6. Liaodity of Operator 16
4.7. Insurance Obtained by Operator 17
4.8. Commungling of Funas 18
! 4.8. Resignauon of Operator 18
4.10. Removal of Qperator 18
4.71. Appointment of Successor 19
} 5. OPERATING COMMITTES 20
" 5.1, Establishment of Operaung Committee 20
; 5.2. Powers and Duues of Operaung Commirtee 20
? 5.3. Autnonty to Vote 21
: 5.4, Subtommittees 21
5.5. Nouce of Meetng 1
5.6. Contents of Meeting Notce 21
5.7. Locauon of Mesungs 22
5.8. Cgerator's Duties for Meeungs 22
£.8. Voung Procecure 22
5.10. Record of Vores 23
S.11. Minutes 23
,
;o ,
" A
DEFENDANT'S =
g ' EXHIBIT UYP3 003168
1008 - 346

.
\ Ros v. Unoest 5C 27878




’ . .¢ﬂ .
‘ | CONFIDENTIAL
.2 DOEv. UNOCAL
SUBJECT TO PROTECTIVE ORDER

§.12. Voung by Nouce -

5.13. EHect of Vore ‘24
WORK PROGRAMS AND BUDGETS 26
6.1. Exploration and Appraisal 26
6.2. Deveiooment 27
6§.3. Producuon 28
6.4. ltemization of Expenditures 28
6.5. Contract Awargs 29
6.6. Authorization for Expenditure (*AFE®) Procedure 29
6.7. Overexpenditures of Work Programs and Budgerts kR
OPERATIONS BY LESS THAN ALL PARTIES 31
7.1. Limitation on Applicability 1
7.2. Procedure to Propose Excilusive Operations kY
7.3. Responsibility for Exclusive Qperations 34
7.4. Consequences of Exclusive Operations 35
7.5. Premium 1o Paruzinate in Exciusive Operations 38
7.6. Orger of Preference of Operations 38
7.7. Stand-By Costs 39
7.8. Miscellaneous 40
DEFAULT 41
8.1. Default and Notce 41
8.2. Operaung Commirtee Meetings and Data &2
8.3. Atliocauon of Detaulted Aczounts &2
8.4. Transfer of interest 43
8.5. Continuation of Interest as
8.6. Abandonment 44
8.7. Sale of Hydrocarbons &4
8.8. No Right of Set Off 45
DISPOSITION OF PRODUCTION 45
8.1. Right and Obligation 1o Take in Kind 45
2. 2. QOtftake Agreement for Cruae Qil 45
2.3. Separate Agreement for Natural Gas &7

UYP3 003169

347



CONFIDENTIAL
DOE v. UNOCAL
SUBJECT TO PROTECTIVE ORDER

; 10. ABANDONMENT OF WELLS a7
!

E 10.1. Abandonment of Wells Drilled as Joint Operauons 27

10.2. Apandonment of Exclusive Operations 48

171, SURRENDER, EXTENSION AND RENEWALS 49

11.1. Surrender 43

11.2. Extension of the Term 49

12. TRANSFER OF INTEREST OR RIGHTS v ‘ 30

12.1. Obligations S0

12.2. Rignts £

13, WITHCARAWAL FROM AGREZMENT S

13.1. Rignt of Witharawal

(%]

-

13.2. Paruat Withagrawal £

13.3. Voung ) g3

13.4. Obtigauons ang Liabilities £3

12.5. Emergency 54

13.5. Assignment 8

13.7. Apoprovals e

13.8 Abandonment Secunty 54

i 12.9. Witngrawal or Atbangonment by all Parties €3

i 14, RELATICNSHIP CF PARTIES AND TAX L

14.1. Retauonshio of Parues €3

14.2. Tax 23

14.3. United States Tax Eiection 5 €3

13. CONFICENTIAL INFORMATION - 57

PROPRIETARY TECHNOLOGY 37

! 15.1. Confidenual Informauon 37

’ 15.2. Conunuing Obligations 58

| 15.3. Proorietary Technology £

: 15.4. Trages 58

' 16.  FORCE MAJEURE 58

E 16.1. Chnliganuons 58

'; 16.2. Defimuon of Force Majeure 58
'

t 7. NOTICES 53
i
|
l
L ]
1
j

uYP3 003170 348



) ) CONFIDENTIAL

DOE v. UNOCAL
; -4 SUBJECT TO PROTECTIVE ORDER
i
t
i
18. APPLICABLE LAW AND DISPUTE RESOLUTION &80
18.1. Applicable Law 60
18.2. Dispute Resoluuon 80
18. - ALLOCATION OF COST RECOVERY RIGHTS 62
- 19.1.  Allocation of Total Prodiction 62
18.2.  Allocation of Cost Oil Directly Allocated 62
19.3. Allocauon of Excess Cost Oil 62
19.4. Allocauon of Profit Qil 63
20. GENERAL PROVISIONS . 63
20.1.  Contflicts of interest . z 63
20.2. Public Announcements . €3
20.3. Successors and Assigns 64
20.4. Waiver 64
20.5.  Severance of Invalid Provisions 64
20.6. Modifications 65
20.7. Headings . €S
20.8. Singular and Plural 65
20.2. Gender 65
20.10. Counterpart Execution 65
20.11. Entirety ) 63
Signature Page
EXHIBIT A" - Aczounting Procedure .
EXHIBIT “8" - Contract
4
van
UYP3 003171

349




J » ) R

DOE v. UNOCAL
-5- SUBIECT TO PROTECTIVE ORDER

PRODUCTION OPERATING AGREEMENT

THIS AGREEMENT is made as of the Effective Date among TOTAL MYANMAR
f EXPLORATION AND PRODUCTION. a company incorporated in France (herenafter
referred to as "TOTAL®) : and UNOCAL MYANMAR QFFSHORE Co. Ltd, 3 company
incorporated in Bermuda (hereinatter referred 1o as “UNQCAL’). The companies named
above may sometimes individuailly be referred to as "Party® and collectively as the
“Parues”®.

WITNESSETH

WHEREAS on July 9th 18382 TOTAL has entered into a Production Sharing Contract {the
"Contract’) with MYANMA OIL AND GAS ENTERPRISE (hereinafrer referred 1o as MOGE)
covering certain areas located in the Union of Myanmar, referred 1o 3s the Contract Area.
and more parucularly described in Exhibit B 10 this Agreement ; and

WHEREAS subject to the approval of the Myanma authonties TOTAL has assigned a
Parucipaung Interest (as hereinafter defined) of forty seven and five tenth percent
(47.5 %) to UNOCAL ; and

WHEREAS such assignment has been approved by MOGE on February Sth, 1883 ;

WHEREAS. the Parties desire to define their resseclive ngnts and obligations with respec:
10 their gperations under tne Contract

NOW, THEREFORE. in consideration of the premises and the mutual covenants and
agreements and obligatons set cut beiow and to be performed. the Parties agree as
follows :

LY
”
\‘\“‘

\
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ARTICLE 1 - DEFINITIONS

As used in this Agreement, the following words and terms shall have the meaning
ascribed to them below :

1.1. Accountng Procedure means the rules. provisions and condiuons set forth and
contained in Exhibit A to this Agreement.

1.2. AFE means an authorization for expenditure pursuant to Article 6.6.

1.3. Affiliate means a company, parmership or other legal enuty which controls, or is
controlied by, or which is controiled by an entity which controls 3 Party. Control
means the ownership directly or indjrectly of more than fifty {50) per cent of the
shares Or vouNg ngnts in 3 company, partnership or legal enury.

1.4, Agreed Interest Rate means interest compounded on a monthly basis. at the rate
per annum equal 10 the one (1) month term LIROR rate for U.S. Dollars geposits.
as publisneg by The Wall Street Journal or if not published. then by the Financial
+~imes of London, pius four percent {4 %), aoplicabie on the first Business Day
prior to the due date of payment and thereafter on the first Business Dav of each
succeeding one (1} montn term. If the aforesaid rate is contrary 1o any aoplicable
usury law, the rate of interest to be charged snall be the maximum rate perrurted
by such applicable faw.

1.5. Agreement means this agreement, together with the CExhibits attached to this
agreement,

1.8. Appraisal Period shail have the meaning ascribed in the Contrac:.

1.7 Appraisal Well means any well whose purpose at the ume ot commencement of
grilling such well is the determination of the extent or the volume of Mydrocarbon
reserves contained in an existing Discovery,

1.8. Barrel means a aquantity consisting of forty-two (42) United States gallons,
corrected to a temperature of sixty (60} degrees Fanrenneit under one (v
atmosonere of pressure.

1.8, Business Day means a day on which the banks in the Urion of Myanmar are
customanly open for business.

1.10. Calendar Quarter means a period of three (31 months commencing with January 1
and enging on the following March 31, 3 period of three {3) months commencing
with April 1 ang ending on the following June 30, a penod of three {31 months
commencing with July 1 and ending on the foliowing September 30, or a period of
three {3) menths commencing with October 1 3nd ending on the following

Cecemper 31 according to the Gregonan Calendar.
~

C.'

‘0
——
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Calendar Year or Year means a period of rwelve (12) months CoOMMEeNcINg with
January ! and ending on the foliowing Decemper 31 according to the Gregonian
Calendar. o

Cash Premium means the payment made pursuant t© Acticle 7.5.(B! by a Non-
Consenung Party 1o reinstate its rights 1o parucipate i\ an Exciusive Operaton,

Commerciat Discovery means any discovery of Hydrocarbons which is sutficient to
entitie the Parties to apply for suthorization from the Government 10 commence
exploitauon, as further defined in the Contract.

Completion means an operation intended to compiete a well 3s 3 producer of
Hydrocarpons in one or more Zones, including, but not limited to. the setung of
casings. perforating, stimulaung, running completion. cleaning the well, production

Testing, the seming of producuon twbing and producuon welthead. Complete andg

other derivatves shall be construed accordingly.

Consenung Party means a Party who agrees 1o parc:oate in and pavy 1ts share of
the cost of an Exclusive Operaton.

Contrac: means the instrument hereto atached as Sxhibit B concluded between
MOGE and TOTAL identified in the second paragraoh of this Agreement and any
extension, renewal or amendment thereof agreed 1o in writing by the Parties.

Contrac: Area means as of the Effective Date the surface area which is described
in Exhibit B 10 this Agreement. The perimeter or perimeters of the Contract Area
shall correspond to that area covered by the Contracs. as such area may vary from
ume 10 ume dunng the term of validity of the Contrace.

Cost Oif means that poruon of the total proguction of Hydrocarpons ‘which is
allocated t0 the Parues under the Contract for the recovery of Petroieumn Costs.

“Crude Oil® means crude mineral oil. asphalt, ozokerte. casing head petroieum
soint, and alt kinds of hydrocarpons and bitumens whether in solid. liquid or mixed
forms. inciuding condensate and other subsiances extracied Or separated from
Natural Gas.

.20.

22.

Dav means a calendar day uniess CIRerwise SHecicaly provined.

Cetaulting Party shall have the meaning ascribed in Arucle 8.1.

Deepening means an gperauocn whereby a well is arilleg to an objectuive Zone
below the deepest Zone in which the well was previously drilled, or beiow the

despest Zone proposed in the associated AFE. whichever is the deeper. Oeepen
and other derivatives shall be construed accordingly.
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1 27 Development Plan means 3 ptan for the deveiopment of Hydrocarpons trom an
Exploitation Area wovering all or a porugn or e Contract Area.

1.24. Development Well means any well dnileg for the srpgucuion of Hyarocarbons
pursuant to a Develooment Pian.

1.25. Discovery means the discovery of an accumutazion of Hydrocarbons whose
exisience unul that moment wis unknown.

1.26. EHecuve Date means the date trus Agreement Comes into effesy as siated n
Arucie 2.

1.27. Entitiement means a quanuty of Hydrocaroons of wnich a Party has the nignt and
obligation to take delivery pursuant to the Contract: or, if applicable, an offiaxe
agreement. and shall be denved from that Party's Parucipaung interest in he
mydrocaraons producec after adjustment for overlits and un&ertif'_:'s._ -

-

1.28. Excess Cost Ol snall Rave the meaning ascribed in Arucie 18.3.

1.29. Exclusive Operanon means those operations and acliviues carried out by Operator,
pursuant to this Agresment, the cOSS of wnish are crhargeadie to ine acsount of
less than all tne Parues.

1.30. Zxclusive Weil means a well grilled pursuant to an Sxciusive Operation.

1.31. Exoloitauon Area means tnat part of the Contrac: Area which is established
pursuant 10 the Contracs or if the Contract goes not esiaplish an Explotation Area.
tnen nat part of e Contrazt Area which is geiineated in a Cevelopment Pian
aporoveg as a Joint Operation or 3s an Ixclusive Operauon.

1.32. Explonsuon Feriod means any and all penocs of exsioitation durnng which he
groguclion and removal of Hydrocaraons is permited unaer <he Contracs.

1.73. Exoloraucn Penod means any and all penods of excloration set cut in the Conirast.
i if any.

1.34. Exploration Well means any well drilled curing the course of exploration work other

«man an Agpraisal vvelt of CEvEISITETTWeil:

1.38. G & G Oaws means oniy geoclogical. gecchvsical anc geochemical Cata anc owner
geological information that is not obtained through 3 wetbore.

1.26. Government means the government of tne Union of Mvanmar.

1.27  Government Cil Company means MOGE and its suczessorisi.

UYP3 003175
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Gross Negligence means any act or failure to act (whether soie. jont or
concurrent] by a Party which was intended to cause. or which was in reckiess
disregard of or wanton indifference to, harmful consequences such Party knaw, or
should have known, such act or failure would have had on the safety or property
of another person or enuty, but shall not include any error of judgment or mistake
made by such Party in the exercise in good faith of any funcuion, authornity of
discretion conferred on the Party employing such unger this Agreement.

Hydrocarbons means all substances including liquid and gaseous hydrocarbons
which are subject 1o and covered by the Contract.

Joint Account means the account maintained by Operator in accorgance with the
provisions of this Agreement and of the Actounung Procedure for Jomnt
QOperauons.

Joint Operations means those coperations and acuwvitues carned out by Operator.

pursuant 1o ttus Agreement, the costs of which are cnargeable 10 ail Parues.

Joint Property means. at any point in time, ail weils, facilities, equioment,
materiais. informauon, funds and the property held for the Joint Account.

Minimum Work Obligations means those work and/or expenditure obligations
specified in the Contract which must be performed in order to sausfy the
ovligations of the Conrtracst.

*Natural Gas® means all gaseous hydrocarbons produced from wells, ingciuding wet
mineral gas. dry mineral gas. casing head gas and residue gas remaining after the

extracuion or separauon of liquid hydrocarpons from wert gas.

Non-Consenung Party means a Party who elecis not 1o participate in an Exclusive
Operatuon.

Non-Ogerator{s) means the Party or Parties to this Agreement other than Operator.

Operaung Comrmitiee means the committee consututed in acsordance with Arucle
S.

TZE:

1.49,

upe
this Agreement,

Participaung Interest means the undivided percentage interest of each Party in the
ngnts ang obligauons denved from the Contract ang this Agreement.

=
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1.50. Party means any of the entties named in the firgt paragraph to this Agreement and
any respective SUCCESSOTS Of 3SSigNs in accordance with the provisions of trus
Agresment.

1.51. Petroleurn Costs means cosSts and expenses incurred by the Parnes and allowed to
beé recovered pursuant o the. Contract. )
‘ | B reeoveredpusang e, Con ez
1.52. Plugging Back means a single opération whereby a deeper Zone is abandoned in
order 1o attempt a Completion in a shailower Zone. Plug Back and other genvauves

shall be construed accordingly.

1.53. Profit Qil means that portion of the total production of Hydrocarbons, in excess of
Cost Oil. which is allocated to the Parues ynder the terms of the Contrac:.

1.54. Recompletion means an operation whereby 3 Completign in ane Zone is abandoned
in orger to artempt a Compietion in 3 different Zone withinthe existng wellbore.
Recomplete and otner derivatives shall be construed accordingly.

1.85. Workover means an operation conducted in the wellbore of a well after it s
Completed 1o secure, restore, stimulate, or improve asroduction in 3 Zone which is
currently open to production in the weilbore.

Such operations include also. but are not limited to. Sidetracking, Deepening,
Recornpleting of a new Zone in a well but exclude any routine repair or
maintenance work {such as but not limited to wireline operations).

Workover and other derivatives shall be construed accoardingly.

1.56. Senior Suoervisory Personnel means any supervisory emplovee of a Party or of any
of its Affiliates who funcuions as such Party's designated manager of supervisor
who is responsible for, or in charge of onsite drilling, construclion or producuon
and related operauons, or any oiner field operations ; and any emplovee of such
Party who funcuons at a managé}nent level equivalent to oOr superior 1o such
supervisory employee, or an officer or a director of such Party.

Ne L

1.57. Sidetracking means the directional control and intenuonal deviation of 3 well from
verucal So as o change the bottom hole location uniess done 10 straighten the
hole or to drill around ;unk in the hole or 10 overcome other mechanical ditficulties.
Sidewack.and o gargingly.

1.88. Tesung means an operation intended to evaluate the capacity of a Zone 1o proguce
Hydrocarbons. Test and other derivauves shall be construed accordingly.

1.88. Work Program and Bugget means 3 work program for Joint Cperations and budget
therefore as described and aporoved in acsordance with Articie 6.

UYP3 003177
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1.60. Zone means a stratum of earth containing or thought to €ONtain 3 common
accumulauon of Hydrocarbons separately producuble from any other common
accumulation of Mydrocarbons.

ARTICLE 2 - EFFECTIVE DATE AND TERM

This Agreement snail have effect from the 1st Day of June, 1994 {excegt for the financial
provisions hereof related to chargeable costs and audits, which shall be effective as from
July 8th 1892) and shall. subject to Paragraphs (A}, (Bl, and (C) beiow continue in effect
until the Contract terminates or, otnerwise until such time as all materials. equipment and
personal property used in connection with the Joint Operations have baen removed and
disposed of, and final serdement has been made among the Parues.

To prevent the premature termination of cbligations conunuing after the terrmination of this
Agreement as set forth above. those Articies referenced in (A}, (Bl and (C) below. and afl
other pornons of this Agreement directly and necessarily related thereto. shall remain in

effect untl :

{A} all wells have been properly abangoned in accordance with Artucie 10 s and

(B} all obligations. claims, arbitrations and lawsuits have been settied or otherwise
disposed of in aczordance with Article 4.5, and Arucle 18 : and

{03} the ume refating to the protection of confidential information and propretary
technology has expired in accordance with Article 15,

ARTICLE 3 - PARTICIPATING INTEREST

3.1. Participating Interest

{A) The Participating Interest of the Parties as of the Efective Date are :
TOTAL fifty two and five tenth percent (52.5 %)
UNOCAL forty seven and five tenth percent {47.5 %)

{8} If a Party transfers all or part of its Participating Interest pursuant 1o the

provisions of this Agreement and the Contrac:, the Parucipating Interests

chimialfn ot i xmﬁﬂmﬁfﬁqw.

3.2. wnersni ligations and Liabiliti

(A} Unless otherwise provided in this Agreement, all the Hghts and interests in
and under the Contract, all Joint Property and any Hydrocarbons produced
from the Contract Area shall, subject to the terms of the Contract be
owned by the Parues in accordance with theiwr respective Parucipaung

Interests.

UYP3 003178
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8 Uniess otherwise provided in this Agreement, the obligations of the Parues

uncer the Contrac: and all kabilities and expenses incurred by QOperator in
connection with Joint Operations shall be cnarged 1o the Joint Accoumt
and all credits 1o the Joint Account shail be shared by the Parues. as
among themselves, in accorgance with tneir respective Parucipaung

Interests.

< Uniess otherwise provided in this Agreement, all liabilities incurred by any
Party in connection with Joint Operations shail be borne by the Parues in
accordance with their respective Partcipaung interests except where such
liabilities anse from or result of Gross Neglipence of such Party in which
case such Party shall remain solely liable for such liabilities.

o)} Unless otherwise provided in this Agreement, each Party shall pay whern
due, in accordance with the Accounting Procedure, its Participating Interest
share of Joint Account expenses. including cash advances and interes:,
accrued pursuant 1o this Agreement.

ARTICLE &4 - OPERATOR

a.. signation of rator

TOTAL is designated as Operator, and agrees to act in accordance with the terms
and conditions of the Contract and this Agreement, which terms and conditions
shall also apply to any successor Operator.

&2, Rights an adl £ raror

(A} Subject to the terms and conditions of nis Agreement, Operator shall have
all of the rights. funcuons and dunes of Operator under the Contract and
snall have exclusive charge of and shail conduct all Joint QOperanons.
Operator may employ the services of its parent company, as weil as
independent contractors and/or agents in such Joint Operauons.

8 In the conduct of Joint Operations Operator shall :

+H Perform-Jomt-Gerations-n-acsordance-with-the-provisions—of—the-

i G  0 Gun P o s o 3 e = 5 W

Contrac:, thus Agreement and tne insiructions of the QOperaung

Commuittee. .
i ’l.—
Coh-
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Conduct all Jeint Operations in a diligent, safe and efficient manner
in accordance with good and prudent oil field pracuces and
conservation principies generally followed by the internauonat
petroleum industry under similar circumstances, and waith any
applicable laws and regulations.

Subject to Articie 4.6. neither gain a profit nor suffer a loss as 3
result of being the Operator in its conduct of Joint Operations.

Perform the duties for the Operating Commirtee set out in Artcie
5. and prepare and submit to the Operaung Commirree the
proposed Work Programs, BudQets and AFE 3s provided in Arucie
6.

Acquire all permits, consents, approvais, surface or other rights
that may be required for or in connection with the congduct of Joint
Qperations.

Permit the representatives of any of the Parties 1o have at all
reasonable times. in a manner which will not unduly interfere with
operations and at their own risk and expense reasonable access 1©
the Joint Operatons with the right to observe ail such Joint
Operations and to inspect all Joint Property and to conduct financial
audits as provided in the Accounting Procedure.

Maintain the Contract in full force and effect. Operstor shall
promotly pay and discharge all liabilities and expenses incurred in
connection with the Joint Operations and use its reasonable efforts
10 keep and maintain the Joint Property free from ail liens, charges
and encumgrances arising out of Joint Operations.

Pay to the Government for the Joint Account. within the pernods
and in the manner prescribed by the Contract and all applicable
laws and regulations, all pavments, rovalues, taxes. fees and other
payments pertaining to Joint Operations, but excluding any taxes
measured by the incomes of the Partes.

(10}

Carry out the obligations of Operator pursuant to the Contract.
including, but not lirmited 1o, prepanng and furmsming such reoons,
records and informauon as may be required pursuant to the
Contrac: ;

Have in sccordance with the decisions of the Operating Commirttee,
the exclusive right and obligation to regresent the Parties in all
deaiings with the Government and with MOGE with respect 10
maniers arising under the Contract and Joint Operations. Non-
Operators shail have the right to artend meeungs on marters jointly

UYP3 003180
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and matenally gfHfecting the Parues's nghts and obligations unoer
the Contract but only in the capacity of observers, the Operator
being the spokesman for the Parties. Operator shall noufy the other
Parues as soon as possible of such meeungs.

Nothing contained in this Agreement shall reswict any Party from

holding discussions with the Government and with MOGE wun

respect to any issue peculiar to its partcular business interests

i arising under this Agreement. but in such event such Party snall

promptly advise the Parvies, if possible, before and in any event

promotly after such discussions, provided that such Party shall not

be required to- divulge to the Parues any marters discussed 10 the

extent the same involve proprietary informanon on matiers not
affecting the Partes ; and

(11 In the case of an emergency including but not limited to well biow-

outs and fires take without consicergtion of gny buaget limitauon

all necessary and proper measures for the protecuon of life, heaith,

the environment and property . provided, however, that Operator

shall as soon as practicable notify the Parues of the details of such
emergency and measures.

4.3. Emplovees of rator

il Operator shall determine the number of emplovees, the selection of sucn
o i employees, the hours of work and the compensation to be paid to all sucn
emplovees in connection with the Jont Operations, Operator snall emoloy
only such emplovees, agents and cCoNraciors as are reascnably necessary
1o conducs Joint Operauons.

4.4, information lied by r r

(A} Ooerator shall provide Non-Operators the foliowing data and reoorts as
they are currently produced or compiled from the Joint Qperauons ;

{1 Copies of all electrical logs or surveys :
- (2} Daily drilling progress repons
3 Copies of all arill stem tests and core analysis reports
(&) Copies of the plugging repons |
{53 Cooies of the final geological and geophysical maps and reports.
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{6} Engineenng studies. development scheduies and monthly progress

reports on geveiopment projects .

(7} Field and weil performance repors. including reservoir studies and
reserve esumates

{8} Copies of all significant technical repons relaung to Joint
Operatons fumished by Operator w0 the Government, except
magnetic tapes which shall be stored by Operator and made
available for inspection and/or copving at the sole expense of the
Non-Operator requesting same |

{8} Other reports as frequently as is jusufied Dy the actviues or as
instructed by the Operating Commitiee ; and

(1o Subject to Aricle 15.3.. such acciuonal informaton for Non-
Operators as they or any of them from tme to time may request,
provided that the requesting Party or Parties pav the costs of
preparation of such informaton. Non-operators shall consuit with
Operator regarding such request so tnat the preparauon of such
informatuon will not unduly burden QOperator's agmuustrauve and
technical personnel, Only Non-Operators who pay sucn costs shall
receive such additional information.

Operator shall give Non-Operators access at all reasonable times to ali
other data acguired in the conduct of Joint Operauons. Any Non-Operator
may make copies af such other data at its sole expense.

~iemant of Claims an wsui

{A)

Operator shall promptly notify the Parties of any and all suits and of any
and all claims in excess of US Dollars fifty thousand (US$ 50.0001 ana
such other claims as tnhe Operaung Commitiee may direct which arise out
of Joint Operations or relate in any way to Joint Operauons. Operator shall
represent the Parues and defend or oppose the claim or suit. Operator may
in its sole discretion compromise or settle any such claim or suit or any

(8

related series Of claims Of SuUits 107 50 5TI0E iR eaT i L-i5id
of U.S Doilars two hundred and fifty thousand {U.S.$ 250.0001, exciusive
of legal fees. Operator shall obtamn the approval and direcuon of the
Operating Commuriee on amounts in excess of the above siated amount.
Each Non-Operator shatll have the nght to be represented by its own
counse! at its own expense in the settiement, compromise or defense of
such claims or suits.

Any Non-Operator shall promotiy notify the other Parues of any claim
made agamnst sucn Non-Operator by 3 third party relaung to or which mav
affect the Joint Operations and insofar as such claim relates to of atfec:s
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ne Joint Operauons such Non-Operator snail cefend or settie the same in
‘accordance with any directions given by the Operating Committee ang
such costs. expenses and damages as are Davabie pursuant 1o such
adefense or settiement shall be for the Joint Account.

{{o] Norwuhstanomg Articie 4. §.{A) ang Arucle .5 (B}, each Party snail have
T e nqm to. pamczoite in any such suit, crosecuuon.&e&me or sertiement
conaucted in accordancesaith Articie 4.5.(A) ang Article 4.5.(8) at 1ts sole
cost and expense ; provided always that no Party may settie s
Participatng Interest snare of any claim without first saustying the
Operating Commirttee that it can do so without prejudicing the interests of

the Joint Operations.

Liabilirv of rawor

[
o

(A) Except as set out in this Article 4.6. the Parsy designated as Operator shall
bear no cost. expense or liability resulung ‘rom performing the duties and
funcuons of the Operator. Nothing in mus Arucie shall, however. be
deerned 10 relieve the Party designated as Operator from any cost. expense
or liability for its Paruicipaung Interest share of Joint Operauons.

(8) The Parues shall be liable in proportion 1o their Participating interests and
- snall defend and indemnify Operator, its mother company and their
; consultants. agents. emplovees, officers ang directors (the ‘indemnitees”)
i from any and all costs. expenses {including reasonable attorneys’ fees) and
liapilities incident to clairms. demands or causes of action of every kind and
cnaracier brought by or on behaif of any person or entity for damage 10 of
loss of progerty or damage to the environment, or for injury to, iliness or |
death of any person or enuty. which damage. loss. injury, iliness or deain
arises out of or is incident to any act or failure to act by indemnitees-in the
coanducs of or in connection with Joint Operations regardless of the-cause -
of such damage. loss. injury, illness or deatn and EVEN THOUGH CAUSED
IN WHOLE OR IN PART BY A PRE-EXISTING DEFECT. THE NEGLIGENCE
{(WHETHER SOLE. JOINT OR CONCURRENTI. GROSS NEGLIGENCE.
STRICT LIABILITY OR OTHER LEGAL FAULT OF OPERATOR (OR ANY
SUCH INDEMNITEE) : provided that if any Senior Supervisory Personnel of
Cperator or of any of its AHiliates engage in Gross Negligence that

= BroOXimatary I TERT T P IrUES IO INCUr-Costexpense —or bty AOf=SUth —caer
camage. loss. injury, illness or deatn then Operator shall bear all such
costs, expenses and liabiliues.
/'/}
°,~
</
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H{») Norwithstanding the foregoing under nC  circumstances shall  any

indemnitee (exceot as a Party 1o the extent of its Pamncinaung Interest
bear any cost. expense or liability for environmental, consequenual. or any
other similar indirect damages or losses. inciuding but not limited o those
arising from business interruption. reservoir or formanon damage. inability
to produce perroleum, loss of profits, poliuton control and environmental
amelioraticn or rehabilitation.

‘ 4.7. insyran in rator
(A} Operator shall procure and maintain or cause w0 be procured and
maintained for the Joint Account all insurance in the types and armounts

required by the Contrac: and applicabie laws. ruies and regulations.

{8) Operator shall obtain such further insurance, at compertitive rates, as the
Operating Commuttee may from time to ume require. ‘

(< Any Party may elect not to participate in the insurance to be procured
under Aructe 4.7, (B} provided such Party :

{1 gives prompt written nouce 1o that effect 10 Operator :

(2} does nothing which may interfere with Qperator's negouauons for
such insurance for the other Parties ; and

(31 obtains and maintains such insyrance (in respect of which an
annual certificate of adequate coverage from a reputable insurance
broker shall be sufficient evidence) or other evidence of financial
responsibility which fully covers its Parucipating Interest share of
the risk that would be covered by the insurance procured under
Articte 4.7.(B), and which the Operaung Comminiee may determine
to be acceptable. No such determination of acceptability snatl in
any way absolve a non-parucipating Party from its obligauon to
meet each cash call including any cash cail in respect of damages
and losses and/or the costs of remedying the same in accordance
with the terms of this Agreement. If such Party obtains other
insurance. such insurance shall contain a waiver of subraganon in

favor of all the other Parties and the Operator, but only in respec:
of their interests under this Agreement.

(o) The cost of insurance in which all the Partes are parucipating shall be for
the Joint Account and the cost of insurance in which less than ail the
Parties are participating shall be charged 1o the Parties participatng in
proportion (o their respective Participaung interests.
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(£} Operator shall. in respect of all insurance obtained pursuant 1o this Arucie ©
(1} promptly inform the parucipating Parues when such insurance is

obrained and supply them with copies of the reievant policies when
the same are issued ;

{2} arrange for the particioating Parties. according to their respeclive
Parucipatng Interests, to be named as co-insured on the relevant
policies with waivers of subrogation in tavor of 3ll the Parues ; and

(3) duly file all claims and take 3ll necessary and proper steps (o
collect any proceeds and credit any proceeds 10 the parucipaung
Parues in proportion (o their respective Participatng interests.

{F} Operator shail use its reasocnable efforts to require all contraciors
performung work in respect of Joint Operations t© obtain and mamntain any
and ail insurance in the types and amounts required by any apoplicable taws,
rules and regulations or any decision of the Operating Commirtee anc shall
use its reasonable efforts o recuire all such CoNractors 10 name e
Parties as addinional insureds on contraczor's insurance policies or 1o obtan
from their insurers waivers of all rights or recourse against Operator and
Non-QOperators.

4.8, Gommingling of Funds

Operator may not commingle with its own funds the monies which it receives
from or for the Joint Acsount pursuant to tus Agreement,

4.8, Resignation of rator
Subjecs to Article 4.11., Operator may resign as Operator 3t any time bv s0

notifving the other Parues at least one hundred and twenty {120} Days prior 10 the
etective cate of such resignation. )

4.10. Removal of Qperator

16Ct 10 AR YO serster shall Be feroved Upon receipt ot OCE
from any Non-Operator if :
(1 An order is made by a court or an effective resociution is passed for
the dissolution. liquidauon, winding up. Of reorgamizaucn of
Operator ;
{21 Operator dissolves, liquidates or terminates its corporate existence |
AR
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(3 Operator becomes insoivent. bankrupnt or makes an assignment for
the benefit of creditors ; or
(4) A receiver is appointed for a substanual part of Operator's assers.
] (81 * Subject to Arucie 4.11., Operator may be removed by the decision of the

Non-Operators if Operator has commirted a material breach of this
Agreement which Operator has failed 10 commence 1o rectify within thurty
{301 Days of receipt of a notice from Non-Qperators detailing the atieged
breach. Any decision of Non-Operators to give notice of breach to Operator
or to remove Operator under.this Article 4.10(B} shall be made by the
unanimous vote of all Non-Operators (exciuding the Operator's Affiliates).

{9 If Operator together with any Affiliate of Operator is or becomes the hoider
of a Pariicipating Interest of less than ten per cent {10 %), then Operator
shall be required to promptly notify the other Parties. The Operating
Commirtee shall then vote within fifteen (15) Days of such notification on
whether or not a successor Operator should be named pursuant 1o Article
4.11.

({»}} If there is a direct or indirect change in control of Operator (other than a
transfer of controt to an Affiliate of Operator). Operator shall be required to
promptly notify the other Parties. The Operating Committee shall vore
wrthin fifteen (15) Davs of such notification on whether or not a sSUCIeSSOr
Operator should be named pursuant to Articte 4.11. For purposes of this
Article, control means the ownership directly or indirec:ly of more than fifty
per cent {50%]) of the shares or voting rights of Operator.

Appoimntment of Sgg;g;ggr

When 2 change of Operator occurs pursuant to Articie 4.2, or Article 4.10 :

(A} The Operaung Committee shall meet as soon as possible to appoint a

successor Operator pursuant 10 the votng procedure of Arucle 5.9.

However, no Party may be appointed successor Operator against its will. U
8} It the Operator disputes comrmussion of or failure to rectify a material

breach aileged pursuant t0 Article 4.10(B) and proceedings are initiated
pursuant to Arucie 18, no successor Operator may be appointed pending
the conclusion or abandonment of such proceedings.

c 1f an Operator is removed. other than in the case of Article 4.10(C) or
Arucie 4.10(D), nether Operator nor any Affiliate of Operator shall have
the right 1o vote for itself on the aopointment of 3 successor Operator nor
be considered as a candidate for the successor Operator.
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(D1 A resigning or removed Operator shall be compensated out of the Joint

Account for its reasonable expenses directly related 1O its resignation or
removal. exceot in the case of Arnicle 4.10(8).

¢ () The Operating Committee shall arrange for the taking of an independent
: inventory of all Joint Property and Hydrocarbons, and an audit of the books
: and records of the removed Operator. Such inventory and audit shall be
completed. if possible, no later than the effective date of the change of
Operator. The Liabilities and expenses of sucn inventory and audit shall be
charged to the Joint Account.

(F} The resignation or removal. of Operator and its replacement by the
successor Operator shall not become effecuve prior to recest of any
necessary governmental-approvals. 5

(G Upon the efHfecuive date of the resignaton or removal. the successor
Operator shall suczeed to all duties. rights ancd authority prescribed for
Operator. The former Qoperator shall transfer to the successor Operator
custody of all Joint Property, books of accounts., records and other
documents maintained by Operator pertaining to the Contract Area and 1o
Joint Operations. Ugon deiivery of the above-described property and data.
the former Operator shall be released and discharged from all obligatons
and liapilities as Operator accruing after such date.

ARTICLE 5 - OPERATING COMMITTEE

s.1. Eezablishment of Operanng Commirtee

To provide for the overall supervision and direction of Joint Operations. there is
established an Operating Committee composed of representauves of each Party
holding a Participating Interest. Each Party shall appoint one {1} representative and
one {1] aiternate representative to serve on the Operaung Comrruttee. Each Party
shall as soon as possible after the date of this Agreement give notice in writing to
the other Parties of the name and address of its representative and alternate

e PR E AT VE TS S E VT ~OperTung ~CommitteeExch-Party —shatt-have the -
rnght 1o change its recresentative ang alternate at any tume by giving prooer notce
10 such effect to tne otner Parues.

5.2 Powers an i f ratin mmitt

e b

The Operating Commuttee shall have power and duty 1o authorize and supervise

Joint Operations that are necessary or desirable 1o fulfil the Contract and properly
expiore and explon the Contract Area in accordance with this Agreement and in a
manner approprigte in the circumstances.

e

-

:'l
[
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The representative of a Party, or in his absence his aiternate representative, shall
be authgrized to represent and bind such Party with respect 10 any martter which is
within the powers of the Operating Committee and is properly brought before the
Operaung Committee. Each such representative shall have 3 vote equal to the
Participaung Interest of the Party such person represents. Each aiternate
representative shall be entutied 1t attend all Operating Committee meernings but
shall have no vote at such meetings exceot in the absence of the representative for
whom he is the alternate. in addition to the representative and alternate
regresentative, each Party may also pring to any Operating Committee meetings

_such technical and other advisors as it may deem appropnate.

§”bggmmi3;g§

The Operating Committee may establish such subcommittees, including techrical
subcomeuttees, as tne Operating Committee may deem aporopriate. The functions
of such subcommittees shall be in an advisory capacity or as otherwise determined
unanimously by the Parties.

Notce of Meeting

(A} Orperator may call 3 meeting of the Operating Commirtee by giving nouce
10 the Parties at least fifteen (15} Days in advance of such meeting.

(B} Any Non-Operator may request a meeting of the Operating Commirtee by
giving proper notice to ail the other Parties. Upon receiving such request,
Operator shall call such meeting for a date not tess than twenty (201 Davs
nor more than thirty (301 Days after receipt of the request,

(< “he notice periods above may only be waived with the ynanimous consent
of all the Parties.

Contents of Meeting Notrige

(A) Each notice of a meeting of the Operating Comrmittee as provided by
erator-shaii-contain- — —

{1} The date, ume and location of the meeung ; and

{21 An agenda of the marnters and proposals to be considered and/of
voted upon.

(8} A Party, by notice 1o the other Parties given not tess than ten. (101 Davs
prior 10 3 meeung, May add additional martiers 0 the agenda for a meeung.
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On the request of a Party, and with the unanimous consent of all Parues,
the Operating Cammitiee may consider a3t 3 meetng a mMmartter or proposal
not contained in such meeung agenda.

7. Locanon of Meetings

““All meeungs of.the_Qperaung Commuttee shall be neid in “Yangon (Myanmari or
——e S s

eisewhere as may Gétecided by the.Operating Commirtee.

al

8. Qperator's Duties for Meerings
(A} With respect to meetings of the Operating Comrmttee ang any
subcommittee, Ouerzto\j’s duties shail inciude. but not be lirmited 10 :
{1 Timely n}eozranon and distribution of the agenda |
{2} Organization and conduct of fne meer:ng:; 3nd
{31 Preparation of a written record or minutes of each meeting.
(8) Operator shall have the right 10 appoint the chairman of the Operating
Committee and of all subcommittees.
ol Voting Pr re

8.1 Unanimous vote of the Parties shall be required for the following martters :

Unitization (when not imposed by MOGE or any Myanma governmental
autnority empowered to do sol ;

Voluntary surrender of all or part of the Conrtrac:t Area ; Cdae .

Amendment or termination of the Contracz or of this Opersung
Agreement ;

Decision with respect to the declaration of a Commercial Discovery and to
the overall Deveiopment Plan and budge? and delimitation of the

£xpiomaromATeEyTeigted thereto - -

Projects and related budgets for drilling, deepening, side-tracking and
testing of Appraisal Wells to the extent they are beyond the Minimum work
Cbligations ; ’
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f Other expioration projects or part tereof and related budgers to the extent

tney are beyond the Mimimum Work Obligations when the cost of all or any
part of the expioration project peyond such Mirumum Work Obligagons is
10 exceed two {2} Million U.S. Dollars ;

$.9.2 All other maners shall be decided ugon by the affirmauve vote of at least two non-
Affiliate Parties. representing at least an aggregate Parucipating Interest of sixty
per cent (60 %) of the aggregate of individed Paruc:oaung interests held bv ali
Parties. However if the concurrence of such Parues cannot be reached for
decisions relating to a Work Program which has to be carried out in order to
comply with the Minimum Work Obligations decisions will be taken on a simple
majority basis and, absent 3 simple majority vote, then the Operator's proposal
{restriced to those Minimum Work Obligations] shall be geemed approved by the
QOperating Commuttee.

2.10. Recprd of Votes

The chairman of the Operaung Commitiee shall apooint a secretary who shall
make a record of each matter or proposal votled on and ihe results of such voung
at each Operating Committee meeting. Each representative shall sign and be
provided & copYy of such record at the end of sucn meeting and it shall be
eonsidered the final record of the decisions of the Ogeratmg Commirttee.

5.11. Minutes

The secretary shail provide each Party with a cooy of :he minutes of the Operating
Cammirtee mesting within fifteen {15) Davs after the =nd of the meeting. Each
Party shall have fifteen (15} Days after receipt of such minutes 1o give notice of its
objections to the minutes to the secretary. A failure to give notice specifying
objection to such minutes within said fifteen (15) Dav period shall be deemed to be
approval of such minutes. in any event, the votes recorged under Arucie 5.10 shatl
take prececence over the minutes described above.

Voting bv Notice

(A} in lieu of a meeting, Operator may submit any maner or proposal for a
gecision of tne Operating Commintee by giving each representative proper

ol nrn e s RS —— 0~ 31

nail

AGtice” Jescribing sTprovosat-so-suommed —Each=Party~sha
communicate its vote by proper notice 1o Ooerator and the other Parues
within one of the following appropriate ume periods after recet of
QOperator's notice ©

(1 forty eight {48) hours in the case of cperations which invoive the
use of a drlling rig or of a 3D seisrmc vessel, or of a pipe laving
barge that is standing by in the Contract Area and accumulatng
charges 1o the Joint Aczount.
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{21 fitreen {15) Days in the case of all other mariers of Droposais.
provided however that in case of urgency such ume period may be
reduced. "as notified by the Operator, to the extent rendered
necessary by the circumstances.

(3 twenty {201 Days in the case 3 revision of a current budget s
subrmtted for aporoval pursuant 10 Arucle 6.7.(B).

Except in the case of Articie §.12 (A} {1}, any Non-Operator may by notice
delivered to all Parties within two (2} Days of receipt of Operator's nouce
request that the martter of proposal be deciced at 3 meeting rather than by
notice. In such an event, that mater of prooosal shall be decided at a
meeting duly called for that purpose.

Except as provided in Article 6.6 and in Arucie 10. any Party failing to
coammunicate its vote in a timely manner snall be deemed to have voted
against such marer or proposal.

If a meeting is not requested, then at the exsirauion of the appropriate ume
periaod. Operator shall give each Party a ccrifirmation notice stanng the
tzbulation and results of the vote.

EHecs of Vore

All decisions taken by the Operating Committee pursuant to this Articie. shail be
conclusive and binding on all the Parties, except that :

(Al

if pursuant to this Arucle. 3 Joint Operation, other than an operaunon 0
fulfil the Minimum Work Obligations, has been properly proposed 10 the
Operaung Commirtee and the Operating Commuttee has not approved such
proposal in a timely manner, then any Party shall have the right for the
appropriate period specified below 1w propose, N aczordance with Arucle
7. an Exclusive Operation involving operations essentially the same as
tnose proposed for such Joint Operation. '

S ——— A e OIS i S

1 SUBJECT TO PROTECTIVE ORDER

(1} For proposals involving the use of a orilling rig that is standing by
in the Contract Area, such right shall be exerciseable for twenty-
tour [24) hours afier the time specified in Article 5.12.(A} (1) has
expired. -

(2} For proposals to develop 3 Discovery, such right shall be

exerciseabie for ten (101 Days after the date the Operating
Committee was required 10 consider such proposal pursuant 10 the
provisions of this Agreement.

UYP3 003191

369



] ‘ CONFIDENTIAL
: .a5. DOE v. UNOCAL
SUBJECFTOPROTECIWEORDER
3 For all other marters or proposals, such nght snall be exerciseadie

tor five (5] Days afier the date the Operanng Commuttee was
reguired to consider such marier of proposal pursuant to the
provisions of this Agreement.

{8i If a Party voted against any marter or proposal which was approved by the
Operating Commirtee and which is 3 proposal to develop 3 Discovery or
\ which could be conducted as an Exciusive Operauon pursuant to Arucle 7
H other than any martter or proposal relating to Minimum Work Obligauons,
then such Party shall have the right not to participate in the operation
contemnplated by such approval. Any such Party wishing to exercise its
right of non-consent must give notice of non-consent to all other Parues
within five (S] Days (or within twenty-four (24) hours if the drilling rig to
be used in such operation is standing by in the Contract Areal following
Operating Commintee approval of such marter or proposal. The Parues that
were not entitied to give or did not give nouce of non-consent shall be
Consenting Parties as to the operauon caniempiated by the Operatng
Commirtee approval. and shall conduct such operation as an Exclusive
Operation under Articie 7. Any Party that gave nouce of non-consent shall
be a Non-Consentng Party as to such Exclusive Operation.

{o} if tne Consenting Parties to an Exclusive Operauon under Article 5.13.(A}
or Arucie 5.13. (B) concur, then the Operating Comrmurtee may, at any
urme. pursuyant to this Article, reconsider and approve, decide or take action
on any marter or proposal that the QOperaung Committee deciined to
approve earlier, or modify or revoke an earlier approval, decision or acion.

o) Once a Joint Operation for the drilling, Deeperung, Tesung. Sidetracking,
Plugging Back. Comopleting, Recompieung, Workover or plugging of a well.
has been aporoved and commenced, such operation shall not be
giscontinued without the consent of the Operating Committee ; provided.
however, that such operation may be disconunued. if :

(1} in the reasonabie judgement of Operator, the safety is threatened
or
(2} an impenetrabie substance or other condition in the hole is

encountered which in the reasonabie judgment of Operator. causes

the continUalion Of SUCH ODEration 10 e impracsical & of

{3) other circumstances occur which in the reasonable judgment of
Coerator causes the conunuation of such operauon o be
unwarranted and after nouce the Operatng Comrmurtee within the
period required under Articie S.12.{A} (1) apoproves discontinuing
such operauon,
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On the occurrence of either of the above, Operator shall promptly nouty
the Parties that such operation is beng discontinued pursuant to the
foregoing, and ar'w Party shall have the right 10 propose in accordance witn
Arucie 7 an Exclusive Operation 10 continue such cperation.

13} Notwithstanding anything to the contrary in this Agreement. no decision
related to any unutzation shall be taken where such umitizaton is not
compuisory under the Contracl. uniess the Parues unanimously agree on
such decision.

ARTICLE € - WORK PROGRAMS AND BUDGETS

6.1. Exploranion and Appraisal

(A} The Work Program and Budqet for 1293 anc for 1894 has been aporoved
by the Parties.

(B) Not later than September 15th of each Calendar Year, Operator shall
deliver 1o the Parties for review 3 proposed preliminary Work Program andg
Budget detailing the Joint Operations 10 be pertormed in the Contrac: Area
for the following Calendar Year. On or before October 1S5th of each
Calendar Year Operator shall deliver the proposed finai Work Program and
Budgert for the following Calendar Year, for consideration of the Qperaung
Committee, and within thirty (301 Days of such delivery, the Operating
Commirtee shall meet 1o consider and to enceavor 10 agree on such Work
Program and Budger. :

<) 1t a Discovery is made, Operator shall deliver any nouce of Discovery
required under the Contract and shall as soon as possible submit to the
Parues a report containing available details concerning the Discovery and
Operator's recommendation 3s to whether the Discovery merits appraisal.
If the Operating Committee determines that the Discovery merits appraisal,
Ooerator within minety (901 Days. shall deliver to the Parties a proposed
Work Program and Budget for the appraisal of tne Discovery. Within forty-
five (45} Davs of such delivery, or eariier if necessary to meet any

aoplicable-gdeadline undecthe-Lontract-the - Dperaung Lommuttee.shall.meet
to consiger. modify and then either approve Or rejec: the aoppraisal Work

Program and Budget. !f the aporaisal Work Program and Budger is

aoproved by the Operating Commirtee. Operator shall take such steps as

may be required under the Contrac: 10 secure approval of the appraisal

Work Program and Budget by the Government and Government Oil

Company.

oy The Work Program and Budget agreed pursuant to this Aructe shall inciude
tne Minimum Work Obligations. or at least that part of such Minimum Work
Obligations required 10 be carried out during the Calendar Year in quesuon
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under the terms of the Contract. If within the ume periods prescribed n
this Arucie the Operating Committee 1S unable to agree on such Work
Program and Budget. Operator shall take such actons, but only such
actions for the Joint Account 3s are necessary 10 maintain the Contract in
full forcs and effect, including the commencement and pertormance of a
Wark Program and Budget 10 fulfill the Mintmum Work Obligations required

for ‘”"‘iﬁ?_{!ﬁﬁ%ﬂ"“f" . - < £~

Subject 0 Articie 6.7.. 3'64prcval of anv such Waork Prog‘;zm and Budger,
which includes :

(1} an Exploration Well, whether bv srilling, Deepening or Sidetracking,

shall include approval for all excenditures necessary for drilling ,
and Testng such Exploraton Wesd.

\

(2} an Appraisal Well, whether by eriling, Deepening or Sidetracking,

shall incluge aporoval for all sxoenditures necessary for arilling,
Testing and Compleung such Acoraisal Well,

men

¥ we Operating Comnmittee determnes that a Discovery may be
commercial, the Operator shall. as soon as praclicabie. deliver to the
Parties a Development Plan together .t the first annual Work Program
and Budget and provisional Work Programs and Budgets for the remainder .
of the development of the Discovery. ~mich shall contain, inter alia ©

(1 Details of the proposed worx T d¢ undertaken, personne! requir€d
and expenditures 10 be incurres. ncluding the tming of same, on 3
Calendar Year basis ;

(2} An estimated date for the ccmmencement of proguction

.27 . WBJBéTWPROTECUVEORDBR

(8!

{3} A.celineation. plan pf ine prozgsed Exploitation Area . and

(&) Any other information requesiss oV the Operating Commirtee.

After receiot of the Develooment Pign. ar earlier if necessary to meet any
applicable deadiine under the Contrace. me Operaung Committee shall meet
1o consider, modify and then either secrove or reject the Development Plan
and the first annual Work Program and Budger for the deveiopment
submirted by Operator. If the Deve-coment Plan is approved by the
Operating Commirtee, Operator shas. IS soon as possible, deliver any
notice of Commercial Discovery recLrec under the Contract and take such
otner steps as may be required unc —e Contrac: to secure approval of
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the Development Pian by the Government ang Government Qil Company.
In the event the Government or Government Qil Comoany requires changes '
in the Develooment Plan, the marter shall be resubmitted to the Operanng
Commirtee for further consideranon.

o] If the Develooment Plan is approved. such work shall be incorparated into
and form part of annual Work Programs and Buagets, and Operator shatl,
. on or before the 15th of September of each Calendar Year submit a
f preliminary Work Program and Budgert for the Exploitation Area for the
following Calendar Year.” On or before October 15th of each Calendar Year
Ooperator shall deliver the proposed final Work Program and Budget for the
following Calendar Year for consideranon of the Operating Commuttee and
within thirty {301 Davs.after such submittal. the Operating Committee shall
endeavour to agree 1o such Work Program and Budget, including any
necessary or approgriate revisions to the Work Program and Budgert for the
approved Development Plan. )

€.3. Progucmion

Not later than September 15th of each Calencar Year, Operator shall deliver 1o the
Parues a proposed preliminary production Work Program and Budget derailing the
Joint Operations to be performed in the Exploitation Area and the projected
production schedule for the following Caiendar Year. On or betore October 15th of
each Calendar Year Operator shail deliver the proposed final Work Program and
Budget for the following Catendar Year for consideration of the Operating
Commirzee and within thirty {301 Davs of such delivery, the Operating Committee
snall agree upon a production Work Program and Bugget.

Itemizanion of Expendityre

(A} - During the preparauon of the proposed Work Programs and Budgets and
Development Plans contemplated in this Aructe. Operator shall consult with
the Operating Commirtee regarding the contents of such Work Programs
and Budgets and Development Plans.

(B) Sach Work Program and Budget and Deveiopment Plan submitted by -
Operator shall contain an itermized estimate of the costs of Joint Operations

T TE X TE G Ure S o b g e fOr e == O ATTOUNTOUriNg —the mor
Calengar Year in guesuon.

{04 The Work Program and Budget shall designate the portion of portions of
the Contract Ares in which Joint Operations iternized in such Work
Program and Budget are to be conducted and shall specify the kind and
extent of such operations in such details as the Operating Cormmirntee may
deem suitable.

e
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6.5. Contract Awards

Unless otherwise adreed by the Operating Commirtee and except for the services
of its parent company, the Operator shall invite compeutive bids for all contracts
pertaining to the performance of cperations in the Contract Area and anucipated to
require. payments in excess of one million US Dollars (US$ 1,000.000! ang snatl
notify the Parties when a contractual commitment is entered into and supply the
Parties at their request with copies of each such contract and of any subsequent
revisions thereto. Operator shall take into account the current availabilities of the
international market. the Operator's own availabilines and the provisions of the

Contract.
§.6. Auythonzation for Expendisyre ("AFZ") Pr ¢
(A} The Operator shall be entitied to make or commit to such expenditures tor

e Joint Aczount as it shall consider necessary and prudent in order to
carry out 2 good and workmanlike operation for the Joint Account provided
however that the Operator shall not make or commit to an expenditure for
the Joint Account for any single capital budget item or identifiabie project
of a value in excess of two million (2,000.0001 US ODollars without AFE
aoproval having been given by the Parties in respect of such operations.
Such two- million (2,000,000 US Dollars level may be adjusted by the
Management Committee 1o reflect inflation. .

Such AFE shall contain information describing the type of Operation. and
e purpose. location and estimated cost thereof. in the event that the
Operauon proposed is the drilling of a well, tne AFE snall be supported by
the following information :

(i) Well prognosis including :

surface location and the proposed bortom hole locauon
of the well

proposed depth of objecuve horizon(s}

] 6 A DR o § 1 | P B < 0

logging programme

coring programme

casing programme

testing programme (if any)

compleuon programme (if any]
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(it} esumated cost of the proposed operaton, itemied separitely as
dry hole {plugged and abandoned]. tested and completed well
costs ; and
§:4] An AFE will require aporoval of Particivaung Interest equalling sixry (80)

per cent or more and the Parties shall be bound by such approval.

c Parties receiving an AFE not exceeding tweive million {12,000.000! US
Dollars shall, within twelve {12} davs of receipt thereof, give written notice
10 the other Parties stating approval or disapproval, and rewrn 10 the
Coerator the signed or rejected AFE.

(D} Parties receiving an AFE exceeding twelve million (12.000.000} US Dotlars
but not exceeding thirty six million (36.000.0001 US Dollars shall. within
wwenty-one (21) days of receiot thereof. give written notice 0 the otner
Parties stating approval or disapproval, and return to the Operator the
signed or rejected AFE.

(E} Parties receiving an AFE exceeding thirty six million (36.000.000) US
Doltars shall, within twenty-six {28) cays of receipt thereof, give written
notice to the other Parties statng aoproval or disapproval, and return 1o the
Operator the signed or rejected AFE.

(R The Parties shall exercise all their reasonable endeavours 1o return the AFE
within the sforementionned tweive {12}, twenty-one {21) or twenty-six
(261 day period dependent upon the vaiue of the AFt,

Failure 10 return an AFE within the aforementionned twelve (12), twenty-
one {21) or twenty-six (26) day period shall be deemed to be an aoproval
of the AFE.

(G Parties having aoproved budget items may not reject AFEs for those
budget items, uniess the costs shown on the AFEs are more than ten (10}
per cent greater than the estmate of costs inciuded in the budget or.
uniess there are sound technical reasons for rejection of the AFZ, which
snail be indicated in writing.

(H) If during the drilling of a well, tne Operator needs funds to ceepen Or test a
well and by so doing will exceed the limits established in this Clause 6.6,
the Operator may contact the relevant Parties by teiex and request
aoproval of such additional expengiture. In such event the response pencd
shall be reduced to forty eight (48] hours. Faidure 10 respond within the
forty eignt (48) hours shall be deemed 10 be an approval of the request.

i irrespective of the vaiye, a Party shall have the right of access to the
documents associated with any AFE.
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{J} The restiction contained in this Arucle shall be without prejudice to

Operator's rignts. 10 make expenditures as sel out in Arucie 4.2.(8) (11}
and Aructe 13.5.

6.7. Overexpendityres of Work Programs and Buggets

{A) For expenditures on any line item of an aporoved Work Program andg
Budget, Operator shall be enutied to incur without as the case mav be
furnishing a suoplemental AFE overexpenditures for such line item up to
ten per cent (10 %) of the authornized amount for such line item | provided
that cumuiative total of all overexpenditures for a3 Calendar Year shall not
exceed five per cent (5 %] of the total Work Program and Budger in

question.

(81 At such time that Operator is certain that the limit of five percent (5%) of
Arncte 6.7.(1A) will be excereded. QOperator snall submit 3 revision of the
current budget to the Operaung Commirttee for its approval and snall
provide the Parties with full details of such overexpenditures. Operator
snall promptly give nouce of the amounts of overexpencitures wnen
aciually incurred.

({wd] Subject to Article 4.2.(8) (11], Operator may not undertake expenditures,
with respect 1o activities or operations not contemplated by the approved
Budget aggregating in excess of the equivalent of five hundred thousand
United States Dollars (US $ 500.000} without first obtaining the express
approval of the Operating Commuttee.

tf the Operator expends all or a portion of the equivaient of five hundred
thousand United States Dollars {US s 500.0001, it may obtain the 3pproval
of ail Parties in respect thereto and therearter tne amount SO anproved may
be available for such non anticipated expenditures prior 1o the approval of
the next annual budget. This is intended by the Partes w0 provide the
Operator with a single limited discreuonary conungency fund which would
be replenished after the details of its expenditures have been reported 1o
the Parties and have received the approval of tne Operaung Commuttee.

. enemay o

ARTICLE 7 . OPERATIONS BY LESS THAN ALL PARTIES

7.1, Limitation on Appiicability

(A} No operations may be conducted in furtherance of the Contract except as
Joint Operations under Arucie 5, or as Exclusive Operauons under this
Articie. No Exciusive Operation shall be conducted which conflicts with a
Joint Operauon.

003198
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{81 Operations which are required 1o fulfill te Minmum Work Obliganions

must be proposed and conducted as Joint Operanons under Artcie §, and
may not be proposed or conducied as Exciusive Operanons unger this
Articie.

& e (R

ke - i e vy

i - Exceot -for Exclusive, .Ooerations relaung ‘to Deepéfing, Tesung,
H Compieting, Sidetracking, Plugging Back. Recompletions or Workover of a
well drilled to fulfill the Minimum Work Obligations. no Exclusive
Operations may be prooosed or conduczed until the Minimum Work
Obligations for the then current Contract period are fulfilled.

({o}] No Party may propose or conduct an Exciusive Operation under this
Article, unless and until such Party has prozery exercised its right to
propose an Exciusive Operation pursuant 1o At1e$.13., or is enutled to
conduct an Exclusive Operation pursuant 1o Arccie 10.

{o]] Subject to this Article, any operation that may “e proposed and concucted
as a Joint Operation, other than operations Dursuant to an aoproved
Deveiopment Plan or production Work -Program may be proposed and
conducted as an Exclusive Operation.

7.2. Pr T Pre xelusive ration

{A} Subject 10 Articie 7.1., if anv Party proposes to conduct an Exclusive
Operation, such Party shall give notice of the proposed operation to all
Parties. other than Parties who have relinguished their Participating interest
in the Exploitation Area in wnich the proposed operstion is (0 be
conducted. Such notce shall specify that such operation is proposed as an
Exclusive Operation, the work to be periormed. the location,: the..
objectives, and estimated cos: of such operation.

PR

(8 Any Party enutied 10 receive such nouce shail have the right to paricioste
in the prooosed cperation.

m For proposais to Deepen, Test. Comolete, Sidetrack, Plug Back,

REcomplete of Rework involving the use of a drilling rig that is
sianging bv in the Contrac: Area. anv such Party wishing 1o
exercise such nght must so notify Operator within twenry-four {24}
hours atier receipt of the notice proposing tne Exciusive Operauon.

{2} For proposals t© develop a Discovery, any Party wishing 10
exercise such right must so noufy the Party prooosing to develop
within twenty [20) Days afier receipt of the notice proposing the
Exclusive Operation.

PPt St bon bl oo s gl e
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(31 For all other proposais, any such Party wishing to exercise such
right must so nodfy Operator within ten {10} Days after receipt of
the nouce proposing the Exclusive Operaton.

(C) Failure of a2 Party to whom a proposal notice is delivered to properiy reply
within the penod specified above shall consutute~an eiecuon by that Party
nOt 1o parucipate in the proposed operation.

o} It 3ll Parties properly exercise their rights to parucipate. then the proposed

i operation shall be conducted as 3 Joint Operauon. The Operator shall
! commence such Joint Operatons as prompty as practicable and conduct
with due diligence.

(E) if less than all Parues entitied t0 receive such proposal notice properly
exercise their rights to parucipate, then :

(RE] Immediately after the expiraton of the asplicable notice period set
out in Arucle 7.2.(B), the Operator snall noufy all Parues of tne
names of the Consenting Parties and the recommendation of the
proposing Party as 10 whetner the Consenung Parues should
proceed with the Exclusive Operation.

(2) Concurrently, Operator shall request the Consenung Parties to
specify the Participating Interest each Consenung Party is willing 10
bear in the Exclusive Operation.

{3 Within twenty-four {24) hours after receipt of such notice. each
Consenting Party shall respond to the Operator stating that it is
willing to bear a Parucipatng interest in such Exciusive QOperauon

equal 10 :
(al Only its Participating interest as stated in Article 3.1AY
(b} A fraction. the numerator of which is sugh Consentung

Party's Participating interest as stated in Arucle 3.1.(A} and
the denominator of which is the aggregate of the
gnsenting Parties as stated in

_Pacucipaung.ln

Aructe 3.1.(Al ; or

{c! The total of its Participating Interest as contemplated by
Article 7.2. {(E} (3) (b} plus all or any part of the difference
between one hundred per cent (100 %) and the total of the
Paricipating Inierest subscribed By the other Consenung
Parties.

(4} Any Consenung Party failing to advise Operator within the
response periog set out above shall be ceemed to have elected 10

A,
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bear the Participaung Interest ser out m Aructe 7.2.1E} (31 (bl as o
the Exclusive Operanon.

{5} If within the response period set out above, the Consenung Parties

suscribe less than one hundred per cent (100 %) of the

Partcipating Interest in the Exciusive Operation, the Pary

proposing such Exciusive Operauon shall be deemed to have

withdrawn its proposal for the Exciusive Operation, uniess within

. rwenty-four (24) hours of the expiry of the response period set out

i in Aricte 7.2.(E} (3). the proposing Party notifies the other

Consenting Parties that the proposing Party shatl bear the
unsubscribed Participaung interest.

(61 If one hundred per cent (100 %) subscription to the proposed
Exctusive Operation is obtained, Operator shall promptly noufy the
Consenting Parties of their Participaung Interests in the Exclusive
Operation.

{7} As soon as any Exclusive Operation is fully subscribed pursuant to
Arucie 7.2.(E) (6} Operator (subjec: to Articte 7.8.(Gll. shall
commence such Exclusive Qperation as promptly as practicable and
conduct it with due diligence in aczordance with this Agreement.

(8) ¥ such Exclusive Qperation has not been commenced within one
hundred and eighty (180} Davys (excluding any extension
specifically agreed by afl Parnes cr aliowed by the Force Majeure
provisions of Aructe 16}, the right to conduct such Exclusive
Operation shatl terminate. If any Party stll desires to congue: such
Exclusive Operation, written notice proposing such cperauon must
be resubmitted to the Parties in acsorcance with Article 5, as if no
propesal to conduct an Exclusive Operation had been previously

§ made.

g 7.2, R ngibilirv for Exclysiv ration

:

¢ (A} The Consenting Parties shall bear in accorcance with the Particiating
: interests _ag icle 7. he entir g ng ligbitity of

conducting an Exclusive Operation and shall indemnify the Non-Consenting
Parties from any and all costs and liabilines incurred incident to such
Exciusive Operation (included but not limited to all costs. expenses or
liabilities for environmental. consequential, punitive or any other similar
indirect damages or losses arising from business interrypuon, reservor of
formation damage, inability 1o produce petrcleum, loss of profits, poliytion
control and environmental amelioration or rehabilitation) ang shall keep the
Contrac: Area free and ciear of all liens and encumbrances of every kind
created by or arising from such Exciusive Operation.

i M dog st L TR
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Notwithstanding Arucie 7.3. (A}, each Party snall conunue to bear its
Particivaung Interest share of the cost and liability incident to the
cperations in which it parucipated. including but not limited 10 plugging and
abandoning and removing and disposing of structures and equipment 3s
required. but only 10 the extent those cosis were not increased by the
Exciusive Operation.

n f Exclysiv ration

With regard to any Exclusive Operation, for so long as a Non-Consenung
Party has the option to re-instate the rights it relinquished under Article
7.4.(B) beiow, such Non-Consenting Party shall be enutied to have access
concurrently with the Consenting Parties, to all data and other information
relating to such Exclusive Operation, other than G & G Data obtained in
such Exciusive Operation, If 3 Non-Consenting Party desires to receive and
acauire the right 1o use such G & G Data. for use within the Contracs Area,
then such Non-Consenting Party shall have the right to do so by paving to
the Consentung Parties its Participatng Interest share as set out in Article
3.1.{A) of the cost incurred in obtaining such G & G Data.

With regard to any Exciusive Qperation and subject to Articie 7.4.(C)
beiow, each Non-Consenting Party shall be deemed 10 have relinquished 1o
the Consenung Partes, and the Consenung Parties shall be deemed to
own, in proportion o their respective Parucipating Interests in the
Exclusive Operation :

(1) All of each such Non-Consenting Party's right to parucipate in
further operatons on any Discovery made in the course of such
Exciusive Operation : and

(21 All of each such Non-Consenting Party's nght pursuant to the
Contract to take and dispose of MHydrocarbons produced and
saved ;

(al From the well in which such Exclusive Operation was
conducted. and

iy

(b} From any weils drilled to appraise or develop a Discovery
made in the course of such Exciusive Operation.

A Non-Consenting Party shall have the following and only the following
opuons to reinstate the rights it relinquished pursuant to Article 7.4.(B) :

(1 tf the Consentung Parties decide 1o appraise a Discovery made in
the course of an Exclusive Operation, the Consenung Parties shall
submut to each Non-Consenting Party the approved appraisal
program. For thirty {301 Davs (or forty-eight (48] hours if the

UYP3 003202
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grilling ng which is t0 be used in such aopraisal program s stanaing
by in the Contract Areal from receipt of such aporaisal program,
each Non-Consenung Party shall have the option 10 remnstate the
rights it relinquished pursuant ¢ Arnicie 7.4.(B) and to parucioate in
such sopraisal program. The Non-Consenung Party may exercise
such option by notifying Operator within the penod soecified above
what such Non-Consenting Party agrees to bear its Parucwanng
interest share of the expense and liability of such aporaisal
; program, 10 pay the lump sum amount as set out in Artucte 7.5.(A)
! and 1o pav the Cash Premium as set out in Article 7.5.(B} ;

{2} if the Consenting Parties decide 10 deveiop 2 Discovery made or
appraised in the course of an Exclusive Operaunon. tne Consenting
- Parties shall submit to the Non-Consenung Parues a Development
Plan substantially in the form intended to be subrmutted 10 the
Government under the Contract. For sixty {601 Davs from receiot of
such Development Plan or such lesser period of ume prescribed by
the Contract. each Non-Consenting Party snall have the opuon to
reingtate the rignts it relinquished pursuant to Arucle 7.4.(8) and to
parucipate in such Development Plan. The Non-Consenting Party
may exercise such option by notifying the Party propesing to act as
Operator for such Development Plan within the period specified
above tat such Non-Consenting Party agrees to bear its
Participating Interest share of the liability and expense of such
Develooment Plan and such future operating and producing Costs.
10 pay the lump sum amount 3s set out in Article 7.5.(A} and to
pay the Casn Premium as set out in Arucle 7.5.(Bl.

(31 if the Consenting Parues decide to Deepen. Test. Comoplete.
Sidetrack. Plug Back. Recamplete or Rework an Exciusive Well and
such further operations was not included in the onginal proposal for
such Exclusive Well, the Consenung Parues shall submit to the
Non-Consenung Parues the approved program for sucnh further
operauon. For thirty (30} Days lor forty-eight (48! hours if the
drilling rig which is to be used in such ooeration is standing by in
the Contrac: Area) from receipt of such program, each Non-
Consenting Party shall have the opuon 10 reinstate the rights it
ehinauished -oursuant—10-AMicie 744 Bi-anG 1O-PIrUCIDSE N -SUCH —

operaton. The Non-Consenung Party may exercise such opuon by
_noufying the Operator within the period sdecified above that such
Non-Consenting Party agrees to bear its Participaung interest share
of tne liability and expense of such furtnher operauon, t¢ pay the
fump sum amount as set out in Arucle 7.5.1A} and to pay the Cash
Premium as set out in Arucle 7.5.(B).

(O 1t a Non-Consenung Party does not properly and in 2 timely mannef
exercise such opuon. inciuding paving in a3 umely manner in accordance
~

1
(ov Tom
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with Arucle 7.5., 3l lump sum amounts and Cash Premium due 1o the
Consenung Parues. such Non-Consenung Party shall have forfeited the
options as set out in Armicle 7.4.({C) and the ngnt to parucipate n the
proposed program, unless such program, plan or operauon is matenally
modified or expanded prior 10 the commencement of operations thereon or
thereunder (in which case such options shall be re-cffered].
ConTT LIS ..—:hf : B <> 5. 08

A Non-Consenting Party-shall become a Consenung ‘Party with regard to
an Exclusive Operation at such time as the Non-Consenting Party gives
proper notice pursuant to Articie 7.4.{C) : provided that such Non-
Consenting Party shall in no way be deemed to be entutied to any lump
sum amount as set out in Article 7.5.(A} or Cash Premium as set ocut in
Amicte 7.5.(B} paid incident to such Exclusive Operation andg related to
expenses incurred prior to such joining. The Parucipaung Interest of such
Non-Consenting Party in such Exclusive OOer;t«ggf;;haIl be its Participating
Interest set out in Articte 3.1.(Al. The previous Consenting Parties shalfl
contribute in proporuon to their respective Parucipaung interests in such
Exciusive Operauon to re-establisn the Parucisaung Interest of the Non-
Consenung Party. If all Parues participate in the proposed cperauon, then
such operation shall be conducied as a Joint Operation pursuant 1o Arucle
5.

R el

If atter the expiry of the period in which a3 Non-Consenung Party may
exercise its option to participate in a Deveiopment Plan the Consenung
Parties desire to proceed. the Party chosen by the Consenung Parues
proposing to ac: as Operator for such development, shall give notice w the
Government under the appropriate provision of the Contract requestung a
meeung to advise the Government that the Consenting Parties consider the
Discovery to be a Commercial Discovery. Foliowing such meetng such
Operator for such deveiopment shall apply for an Exploitation Area {if

SUBJECT TO PROTECTIVE ORDER

)

. ’ e
applicable in the Contracil. Unless the Deveiopment Plan is matenally

modified or expanded prior to the commencement of operauons under such
plan {in which case the corresponding opotion set cut in Arucle 7.4.C. shatl
be re-offered}, each Non-Consenting Party 10 such Development Plan shall :

n if the Contract so allows. elect not to, apply for an Exploitation
Area covering sucn development and forfeir all interest in such

. 4

LU TR F ST

Expioitation Area ; or

{2} if the Contract coes not so dllow, be ceemed 10 have

(a) Elected not to apply for an Expioitauon Area covenng such

deveicpment ;

(b} Forfeited all economic interest in such Exploitation Area ;

UYP3 003204
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(e} Agreed to exercise its legal interest in such Explotation

Area for the benefit of the Consenting Parues.

in either case such Non-Consenung Party shall be deemed to have
withdrawn from trus Agreement 10 the extent it relates to such Exploitation
Area. even if the Development Plan is modified or expanded subsequent 1o
the commencement of cperauons under such Development Plan.

7.5. Premium to Participate in Exclysive eration

(A}

(8

Within thirty (301 Davs of the exercise of its option under Article 7.4.(C),
each such Non-Consenting Party shall pay in immediately availadle funds to
the Consenting Parties who took the risk of such Exclusive Operatons in
proportion t0 their ’resoec:ive Pamicipating Interests in such Exclusive
Operations 3 lump sum amount payable in the currency designated by sucn
Consenting Parties. Such lump sum amount shall be eaual 10 such Non-
Consenting Party's -Partcicaung Interes: share of ail liabilities and
expenses. including overhead, that were incurred in every Exclusive
QOperauons relating to the Discovery, or well, as the case may be, in which
the Non-Consenung Party desires 1o reinstate the rights it relinquished
pursuant t¢ Arucle 7.4.(Bl, and that were not previously paid by such Non-
Consenting Party. ’

in addition to Arucie 7.5.(A) within thirty (30) Davs of the exercise of its
ootion under Article 7.4.(C) each such Non-Consenting Party shall pay in
immediatly available funds, in the currency designated by the Consentng
Parues who took the risk of such Exclusive Operations, to such Consenung
Parues in proportion to their respectuve initial Participating Interes:s in the
Exciusive Operation 3 Cash Premium equal to the total of :

a8 One thousand per cent {1 000 %) of such Non-Consenung Party’s
Parucipating interest share of all liabiiities and expenses. including
overhead. that were incurred in anv Exclusive Operations relating to
the obtaining of the portion of the G & G Data which perrains to
the Discovery, and that were not previously paid by such Non-

t“nnc-nviﬂc Partv.-olus.

Ll 2 &R L AN S R RI1 Y IV TN

2 Cne thousand per cent (1 000 %) of such Non-Consenung Party's
Parucipaung Iinterest share of ail liabilities and expenses, including
overnead, that were incurred in any Exctusive Operations retaung to
tne drilling, Deepening, Testing, Compleung, Sidetracking, Plugging
Back. Recompleung and Workover of the Expiloration Well which
made the Discovery in which the Non-Consenung Party desires 10
reingtate the nights it relinguished pursuant to Articie 7.4.(B}, andg
that were not previousiy paid by such Non-Consenung Party | pius
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{3 Five hundred per cent {500 %) of such Non-Consenung Party's

Parucipaung Interest share of ali liabilities and expenses. including
overnead. that were incurred in any Exclusive Operations relanng to
the drilling, Deepening, Testing, Comptenng, Sidetracking, Plugging
Back. Recompleting and Workover of the Appraisal Wellls! whuch
delineated the Discovery in which the Non-Consenting Party desires
M to reinstate the rights it relinquished pursuant o Arncie 7.4.(8),
and that were not previously paid by such Non-Consenung Party.

7.6. rder of Preferen M Ton

(A} Except as otherwise specifically provided in this Agreement. if any Party
gesires t0 propose the conduct of an operation that will conflict with an
existing prooosal for an Exclusive Operation, such Party shall have the rignt
exerciseable for five (5} Davs. or twenty-four (24] hours if the grilling rig to
be used is standing by in the Contract Area. from receipt of the proposal
for tne Exclusive Operation, to deliver 1o all Paruies enutied to participate in
the proposed operation such Party's alternative pgroposal. Such alternative
proposal shaill contain the information requirec uncer Arucie 7.2.(A).

(B} Cacn Party receiving such proposals shall eiect by delivery of notice to
Operator within the appropriate response period set out in Aructe 7.2.(B} to
parucipate in one of the competing proposals, Any Party not notifying
Operator within the response period shall be deemed not 10 have voted.

{C) The proposal receiving the largest Participating Interest vote in aggrecate
shall have priority over all other competing proposals. In the case of a tie
vote. the Operator shall choose among the proposals receiving the largest
Participating Interest vote in aggregate. Qoerator shall deliver nouce of
such result to all Parties enutied to participate in the operauon within five
(S Days of the end of the response period. or twenty-four {24) hours if the
drilling rig 1o be used is stanging by in the Contract Area.

{»}] Each Party shall then have two (2) Davs (or twenty-four (24] hours if the
drilling rig to be used is standing by in the Contrac: Areal from receipt of
such notce to elect by delivery of notice to Operator whether such Party
will participate in such Exclusive Operation, or will relinquish its interest

BUPS TRt T AP 7 T 1B T F iU OV T P 2Tyt U ver S uT o nT e - wWithiry ="
such period shail be deemed an eleclion nOt 10 Jaruc:pate in the prevaiiing

proposal.
Stand Bv Costs
{A} When an operation has been performed. all tests have been conducted and

the results of such tests furnished to tne Parues, stand-by costs incurred
pending response to any Party’'s notice proposing an Exclusive Operauon
for Deepening, Testing, Sidetracking, Comoieung, Plugging EBack.

3206
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Recompleung, Workover or other further operauon in such well {including
tne period required under Article 7.6. to rescive compeung proposals) shall
be charged and borne as part of the operanon just compieted. Stand by
casts incurred subsequent to all Parties responding, Or expiration of the
response time permurted. whichever first oczurs. shall be charged to and
horne by the Parues proposing 1o parucioate in the Exclusive Operanon in
proporuon to therr Pamicipaung interests, regarcless of whether such
Exciusive Operation is actually conducted.

tf a further operation is proposed while the drilling rig to be utilized is on
location, any Party may request and receive uo to five (5] additional Davs
atter expiration of the applicable response period specified in Article 7.2.(B)
within which to respond by notifying Operator tnat such Party agrees to
pear all stand by costs and other costs incurred dunng such extended
respond period. Operator may require such Party to pav the esumated
stand by ume in agvance as a condition to exiending the response period.
If more than one Party requests such addiuoral ume to respond 10 the’
notice, stand by costs shall be aitocated between such Parues on a Day-to-
Dav basis in proportion their Particioating Interests bear 10 the aggregate of
therr Partic:ipaung interests.

Miscellanegus

(A}

{C

Eaen Exclusive Operation shall be carried out by the Consenting Parties
acung as an Operating Committee for the Exclusive Operation, subject to
the provisions of this Agreement applied mutans mutandis to such
Exciusive Operation and subject to the terms and conditions of the
Contrace.

The computation of liabilities and expenses incurred in  Exclusive
Operations, inciuding tne liabilities and expenses of Operator for
conducting such operations, shall be made in  accordance with the
principles set out in the Accountng Procedure.

Operator shall maintain separate books. financial records and accounts for
Exclusive Operauons wnich shall be subject to tne same rights of audit ang
examinauon as the Joint Account and related records. alt as provided in the
Accounung Procedure. Said rights of audit and examination shatl extend 10

FPPVPAOP I b v o

SUBJECT TO PROTECTIVE ORDER

each of the Consenung Parties ang each of the Non-Consenung Parues so
tong as the larter are. or may be. enutled 1o eiect to parucipate in such
operations.

Operator while conducung an Exclusive QOserauon for tne Consenung
Parnes snall be entitied (o request cash advances and shall not be required
1o use its own funds to pay any cost and expense and shall not be obliged
tc commence or conunue Exclusive Operations unul cash advances
requesied Rave been made, and the Accounting Procedure shall apply 10

UYP3 003207
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Quoerator in respect of any Exclusive Qperations conducted Dy it

(E} Should the submussion of a2 Development Plan be aoproved in aczorgance
with Arucie 5.9, or should any Party propose a development In accordance
with Article 7, with either proposal not calling for the conduct of addiuonal
appraisal drilling, and should any Party wish to drill an addiuona! Appraisal
Well prior to deveicpment, then the Party prooosing the Appraisal Well as
an Exclusive Operation shall be enttied to proceed first. but without the
rignt 10 future reimbursement of costs or to any Premium, pursuant to
Articie 7.5, If, as the result of drilling such Appraisal Well as an Exclusive
Operation, the Party proposing t¢ aooly for an Exploitation Area decides to
not develop the reservoir, then each Non-Consenung Party who voted in
favor of such Development Plan prior 10 the arilling of such Appraisal Well
shall pay to the Consenting Party the amount such Non-Consenung Party
would have paid had such Appraisal Well been grilleg as a Joint Qperation.

A In the case of any Exciusive Operation for Deenening, Testing, Completing,
Sidetracking, Plugging Back. Recompieting or Rework. the Consenting
Parties shall be permitted to use, free of cost. ail casing, tubiINg ang other
egquipment in the well, that is not needed for Joint Qoeratuons. but the
ownership of all such equioment shall remain unchanged. On abandonment
of 3 well after such Exclusive Operation, tne Consenung Partes shait
aczount for all such equipment to the Parties who shall ceceive therr
respecluivé Parucipating Interest shares, in value, less cos: of saivage.

(G} If tne Operator is a3 Non-Consenting Party to an Exclusive Operation 10
develop a Discovery, then subject 10 obtaining any necessary Government
acproval the Operator may resign. but in any event shall resign on the
request of the Consenting Parues. as Operator for the Explontauon Area for
sucn Discovery and the Consenung Parties shall select a Consenting Party
to serve as Operator.

ARTICLE 8 . DEFAULT

3.1,

faylt and Nou

LA T T T

Aczount expenses inciuding cash advances and interes:, accrued pursuant to this
Agreement {a "“Defaultng Party"] shall be n cefault unger thus Agresment.
Operator, or any other Party in the case of the default of Operator, shall promotly
give writzen notice of such default 10 such Party and each of the non-defaultng
Parties. The amount not paid by the Defaulting Party shall bear interest from the
date due unui paid in full. interest will be catculated using the Agreed Interest
Rate.

UYP3 003208
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After any default has continued for five (S} Business Days from the date of wnrien
nouce of default under Arvicie 8.1., and for as long tnereafter as the Defaultung
Party remains in default on any payment due under thus Agreement, the Defaulting

-Party shall not be enttied to.attend Operatung Committee meetings or to vote on

any matter corhing belareitne Operating Committee during tESHeHBN such defaurt
continues. Unless agreed otherwise by the non-defaulting Parfies. the voting
interest of each non-defaulting Party shall be in tne proportion which its
Participaung Interest bears to the total of tne Parucipantng Interests of ali the non-
defaulting Parues. Any marters reguiring unanimous vote of the Parties shail be
deemed to exciude the Defaulting Party. After the said five (S5) Business Days and
while the Defaulting Party remains in default as aforesaid. the Defauiting Parry
shall not have access to any data or informanon reiatung to Joint Operations, ang
non-defauiting Parties shall be enutled to trade data .without such Defaulting
Party’s consent and the Defaulting Party shall have no rigng to any data received
on such trade uniess and until its default is remedied in full. Notwithstanding the
foregoing, the Defaulting Party shall be deemed to have aoproved. and shall join
with the non-defaulting Parties in taking any acuion 10 maintain and preserve the
Conrracr.

Allocation of Defaylted Aczounts

(A} Operator shati, either at the time of giving notice of default as proviced in
Aruclie B.1., or by separate notice. notify each non-defaulting Party the
sum of money it is to pay as its portion (such portion being in the ratio that
each non-defaulting Party's Parucipating interest bears to the Parucipating
Interests of all non-defaulting Parties) of such amount in default. Each non--
defauiting Party shall. if such default continues. pay Operator, within five
(5} Business Davs after receipt of such notce. its share of the amount_
which the Defaulting Party failed to pay. {f any non-defaulting Party fails to
pav its share of the amount in default as aforesaid, such non-defaulting
Party shall thereupon be in defauit and shall be a Defaulting Party subjec:
to the provisions of this Article. The non-defauiting Parues which pay the
amount owed by any Defaulting Party shatl be entitied to receive their
respective share of the principal and interest pavable by such Defautting

SUBJECT TO PROTECTIVE ORDER

\ P

Pacry pursuant.to. Anicle 8.1

By The total of all amounts paid by the non-cefauiting Parnies for the
Defauiung Party, together with interest accrued on such amounts shall
constitute 3 debt due and owing by the Defauiting Party to the non-
defaulting Parties in proporuon to such amounts paid. in addition the non-
defauiting Parties may in the manner contemoplated by this Arncie, satisfy
such debt (together with interest and mav accrue an amount ec'uai ¢ the
Defautung Parry's Pamicipating interest share of the estumated cost to

acangon any Joint Property. s
e
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A Defaulting Party mav remedy its default by paving to Operator the totat
amount due, together with interest calcuiated as provided in Arucle 8.1, at
any ume prior 10 transfer of its interest pursuant to Arucle 8.4.. and uoon
receipt of such payment Qperator shall remit to each non-defaulung Party
its proportionate share of such amount.

The rights granted to each non-defauiung Party pursuant 1o thus Article,
shall be in addition to. and not in subsutwution for any other ngnts or
remedies which each non-defaulting Party inay have at law or equity or
pursuant 1o the other provisions of this Agreement

Transfer of Interest

(A}

For thirty (30) Days after each failure by the Defauiting Party to remedy its
defauit by the thirtieth (30t Dav following notice of default without
prejudice to any other rignts of the non-defgulung Parues 10 recover the
amounts paid for tne Defaulting Party, togetner with interest aczrued on
such amount, each non-defauiting Party shall have the oouon to give notice
1o the Defaulting Party requiring the Defaulting Party.to wransfer its interest
0 the non-defauiting Parties. To that end if any of the non-defaulting
Partes so elect. the Defauiting Party shall be deemed to have transferred
and to have empowered the electing non-defaultng Parues to execute on
said Defaulting Party's behatf any documents required to effect 3 transter
of all of its right. title and beneficial interest in and under this Agreement
and the Contrac:. and in all wells and Joint Property 1o the electing non-
defaulting Parties. !f requested. each Party shall execute a2 Power of
Artorney in the form prescribed by the Ooperating Committee. The
Defaulting Party shall. without delay following any request from the non-
detaulting Parties, do any and all acts required 10 be done by applicable law
or reguiation in order to render such transfer legally valid, inciuding,
without limmration, the obtaining of all governmental consents and
aporovals., and shall execute any and all documents and take such other
aclons as may be necessary in order to effect prompt and valid transfer of
e interests described above. free of all liens and encumbrances. in the
event all Government approvals are not umeiv obtained. the Defaulung
Party shall hold its Parncipating interests in trust for such non-defaulting
Parues who elected to assume such Defaulting Party's Parucipating
Intw:f

[ L

(81

(<

in the absence of an agreement among the non-defaulting Parues 10 the
contrary, any such transfer to the non-defaulung Partes shall be in the
proportion that the non-defauiting Parties have paid the amounts due from
the Defaulung Party.

Subject 1o Arucie 12.1.(Cl. on the effecuve date of such transfer the
Defauiting Party shall forthwith cease (o be a Party to thus Agreement 10
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the extent of the Parucipatng Interest so transferred. The acceptance or
non-acceptance by a non-defaulting Party of any portion of 3 Defauiung
Party's Participaung Interest shall be without preiudice to any. nghts or
remedies such non»defaultmq Parues have to recover the outstanding deots
lincluding interesti owed by the Defauiting Party.

Continyarion of interest

If within thirty (30) Days afier each failure by the Defaulung Party 1o remedy its
default by the thirtietn (30th) Day following notice of default the non-defauiung
Parues eiec: to not acquire the Defaulting Party's Participating Interest as provided
in Arucle 8.4 and 10 continue to bear the Defaulting Party's Partcipatng Interest
share of liabilities and expenses. then the non-defaulting Parties shall accumulate
all such liabilities and expenses as a3 debt pursuant 1o Article B, but the Oefaulung
Party shail conunue to be a Party subject 10 Article 8.2 and Aructe 8.7, if Operator
disposes of any Joint Property or any other credit or agjustment is made to the
Joint Account, or if Operator sells any of the Defauiting Party's Parucinating
interest share of Hydrocarbons, then, in respec: of the Defaulting Party's
Participating Interest share of the proceeds of such disposal, credit or adjustment
or sale, Operator shall be entitied to retain and to set off the same against ali
amounts. together with interest accrued on such amount. due and owing from the
Defaulting Party plus an accrued amount equal to the Defauiting Party's
Participating Interest share of the estimated cost to abandon any Joint Property.
Any surplus remaining after setting off the same as aforesaid shall be paig
promptly to the Defaulting Party.

Abandonment

If, witrun thirty (301 Davs after the failure by the Defaulting Party to remedy its
default by tne thirueth (30th) Day as aforesaid, no non-defaulting Party elec:s to
acauire the Defaulting Party's Participating Interest as provided in Articte 8.4, or 10
bear the Defaulting Parry's Participating Interest share of liabilities and expenses as
provided in Article 8.5, then no transfer shall be made and Joint Operations shall
be ibanconed subject to any necessary consents and nouces being given. and
eacn Parry, including the Defautting Party shall pay its Parucipating Interest share
of all costs of abandoning and relinquishing the Contrac:. if abandonment occurs
as aforesaid. ail monies paid by the non-defaulting Parties for the Defauiting Party
pursuant to Arucle B.3. together with interest acsrued on such amount. shall
remain 3 debt due and owing by the Defaulting Party.

8.7.

ﬁgi: 2f Hvdrocarpons

It a Party defaults after the commencement of commercial production and has not
femegied the default by the thirueth (30th) Dav as aforesaid. then, during the
conunuance of such default, the Defaulting Party shall nor be enutled to its
Parucipaung Interest share of Hydrocarbons which shall vest in and be the
property of the non-defauiting Parties, and Operator shall be authorized to seli

UYP3 003211
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such Hydrocarbons 3t the best price obtainabie under the circumstances and. after

gegucting all costs. charges and expenses incurred by Operator in connecnon with

such sale. pay the proceeds proporuonately to the non-defaulting Partues which

proceeds shall be credited against all monies advanced pursuant to Article 8.3,

together with interest accrued thereon. Any surplus remaining shall be paid to the

Defautung Party. and any deficiency shall remain a2 debt due from the Detfaulting
. Party to the non-defaulting Parties. Notwithstanding any such sales by Operator,
the provisions of Arucie B.4 shail connnue to apply.

8.8. No Right of lad

Each Party acknowiedges and accepts that a fundamental principie of this
Agreement is that each Party pavs its Participating Interest share of all amounts
due under this Agreement 3s and when required. Accordingly, any Party which
becomes 3 Defaulting Party shall not, in respect of either any exercise by the non-
defaulting Parties of any rights under or the apoplication of any of the provisions of
thus Arucle, raise by way of set off or invoke as a defense. whether in law er
equity. any failure to pay amounts due and owing under this Agreement or any
alleged or unliquidated claim that such Party mav have against Qperator or any
Non-Operator. wnetner such claim arises under this Agreement or otherwise. Such
Party shall not raise by way of defense, whether in law or in equity. that the
nature or the amount of the remedies granted to the non-defaulting Parties is
unreasonable or excessive.

ARTICLE 9 - DISPOSITION OF PRO TION

2.1. Right an figation 1o Take in Kin

-

Except as otherwise provided in this Article, each Party shall have the right and
obligation to own, take in kind and separately dispose of its Participating Interest
snare of total production available to the: Parties pursuant to the Contract from any
Exploitation Area in such quantities and in acsordance with such procedures as
may be set forth in the offtake agreement referred to in Article 8.2 or in the special
arrangements for natural gas referred 1o in Article 9.3, If Government Oil Company
is party to the offtake agreement, then the Parties shail endeavour 1o obtain its
agreermnent 1o the principles set forth in this Article.

tf Cruge Oil is to be produced from an Exploitation Area. the Parties shall in good
faith, and not less than three (3) months prior to first delivery of crude oil.
negotiate and conclude the terms of an agreement 10 cover the offtake of Crude
Oil proguced under the Contract. The Government Oil Company may, if necessary
and pracucavle. aiso be party to the offtake agreement. This offtake agreement
shail, to the extent consistent with the Contract. make provision for :

UYP3 003212
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The delivery pomnt. at which utle and nisk of loss of Parucipating Interest
shares of Crude Oil shail pass to the Parues interested {or as the Parues
may otherwise agree) ;

Ovperator's regular periodic advice to the Parues of esumates of total
available production for succeeding periods. Parucipating interest shares
and grades of Crude Qil, for as far anead as is necessary for QOperator
and the Paruies to plan offtake arrangements. Such advice shall aiso
cover for each grade of Crude Oil total available production and deliveries
tor the preceding period. inventory and overlifts and underlifts ;

Nomination by the Parties to Operator of acceptance of their Participatng
Interest share of total available production for the succeeding penod.

.Such nominations shail in any one pericd be for each Party's enure

Participating interest share ansing during that period subject to
operational tolerances and agreed minimum eCONOMIC Cargo sizes or as
the Parues may otherwise agree ; '

Elimination of overlifts and underiifts :

If offshore loading or a shore terminal for vessel loading is involved, risks
regarding acceptability of tankers. cemurrage and (if applicadle)
availability of berths ;

Distribution to the Parties of Entitlements to ensure, 1o the extent Parties
take delivery of their Entittements in proporuon to the accrual of such
Entitiements, that each Party shall receive currently Entitlements of
grades. gravities and qualities of Hydrocaroons similar to Hydrocaroons
received by each other Party.

To the extent that distribution of Entitiernents on such basis s
impracucable due o availability of faciliies and minimum cargo sizes. a
method of making periodic adjustments : and

The option and the right of the other Parties to sell an Enutlement which
a Party fails to nomunate for acceptancs pursuant to (C) above or of
which a Party fails to take delivery, in accordance with applicable agreed
procedures, provided thar such failure either constututes a breach of

UBETAWSTY or Parties’ OBligations under the terms of the Contract. or is
likely to result in the curailment or shut-in of production. Such sales shail
be mage only 10 the limited extent necessary 10 avoid disrupuon in Joint
Operaucns. Operator snatl Qive ali Parues as much notice as is
practicable of such situation ang that a sale option has arisen. Any sale
shall be of the unnominated or undsliversd Entitlement as the case may
be and for reasonable periods of time as are consistent with the mirimum
needs of the industry and in no event 10 exceed twelve {12] months. The
right of sale shall be revocable at will subject to any prior contractual

o,
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commitments. Sales 10 non-affiliated third parties shall be for the realized
price f.0.b. the delivery point. Sales to any of the Partes or therr
Affiliates shall be at current marker vaiue f.o.b. the delivery point. The
Party arranging the saie shall pay to the Party whose Enutiement is
involved the above price after deduction of all costs. including storage
costs, incurred in resoect of such sale and 3 markeung fee of an agreed
percentage of the applicable price less deductions. reflecting actual costs
of disposal at immediate notice. Current market value shaill be the value
of the Entittement in international markets {uniess the Entitiement was
i required 1o be delivered into the Government's domestic market, in which
case it snall be the vaiue thereinl between 3 willing buver and 3 willing
selier and shall be agreed between the two Parties concerned. or failing
agreement. determined by an expert 10 be apoointed in accordance with
procedures set forth in the offtake agreement.

0
(9

rate Agreement ‘or Naryral

The Parues acknowiedge tnat Discovery(ies) of naturat $£3s have been made, wnicn
he Parties consider may be commercial. if commerciaiity is declared. the Parties
shall enter into specis! arrangements for the disposal of the natural gas. which are
consistent with the Development Plan ang subject to the terms of the Contrace.

ARTICLE 10 - ABANDONMENT OF WELLS

10.1. Abandonment of Wells Drilled as Joint Operation

{A) Any well which has been drilled as 3 Joint Operauon and which is
propeosed 10 be piugged and abandoned snall not be plugged andg
abanaoned without the consent of ail Parues.

{B} Should any Party fail 1o reply within the period prescribed in Aricie
5.12.A1 (1) of Article 5.12.(A) (21, whichever is joplicable, after delivery
of notice of the Operator's proposal to plug and abandon such well, suen
Party shall be deemed 10 have consented 1O the proposed abandonment. If
all the Parties consent to abandonment, such well shall be plugged and
abandoned in accordance with applicable reguiauons and at the cost, risk

well.

<y If all Parues do not agree to the abandonment of such well, those wishing
0 conunue operations shall assume financial responsibility over the well
ang shail be deemed 10 be Consentng Parties conducting an Exclusive
Ooerauon pursuant o Arucle 7. In the case of 3 producing well, the
Consenting Parnes shail be enutieg 10 continue producing oniy from the 5
Zone cpen to production at the ume they assumed responsibility for the 5’3:,

well. _ /‘ -
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However, such right 10 take over an abandoned well shall only apply when
the 3bandonment of the well corresponds t© an abandonment of the
prospect. and not when such well is abandoned oniy for practuical purposes
in favor of (al replacement well(s).

Consenting Parties taking over a well as provided above shall tender to
each of the Non-Consenung Partes such Non-Consenting Partes'
Participating Interest share of the value of the well's salvable material and
equipment, determined in accordance with the Accounung Procedure. less
the estimated cost of salvaging and the esumated cost of plugging and
abandoning as of the date the Consenung Party assumed responsibility for
the well ; provided. however, that in the event the esumated plugging and
abandoning and the estimated cost of salvaging are higher than the value
of the well's salvable material and equipment, each of the abandoning
Parties shall continue to be liable pursuant to Arucle 7.3.(B) for therr
respective Participating Interest shares of the esuimated excess cost.

Each Non-Consenting Party shall be deemed 1o have relinguished to the
Consenting Parties in proportion to their Particivaung Interests all of its
interest in the wellbore of a produced well and related equioment in
accordance with Anticle 7.4.(B), insofar and oniy inscfar as such interest
covers the right to obtain production from that wellbore in the Zone then
open to production.

Subject to Article 7.8 (G), Operator shall continue t0 operate a produced
well for the account of the Consenting Parties at the rates and charges
contemnopiated by this Agreement, plus any adcitional cast and charges
which may anse as the result of the separate allocation of interest in such
well,

Abandonment of Exclusiv ration

This Article shall apoly mutatis mutandis to the abandonment of an
Exctusive Well or any well in which an Exciusive Qperation Nhas been
conducted | provided that no well shall be permanenty plugged and
aoandoned unless and until all Parties having the right to conduct further

o8 o - > h - 1330 v - is BEOOY - bBandonnen

and afforded the opportunity 10 elect to take over the well in accordance
with the provisions of this Articie 10.
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ARTICLE 11 - SURRENDER EXTENSIONS AND RENEWALS
111, - Surrender
{A) if the Contract regquires the Parues to surrender any poruon of the Contract

Area, Operator shall advise the Operaung Commitiee of such requirement
at least one hundred and twenty {120 Days in aovance of the earlier of the
gate for filing irrevocable notice of such surrencer or the date of such
surrender. Prior 1o the end of such period. the Ooeraung Commutiee shall
determine pursuant to Arucie S, the size and shape of the surrendered
area, consistent with the requirements of the Contrac:t. If 3 sufficient vore
of the Operating Committee cannot be attained. then the proposal
supported by a simple majonty.of the Parucipaung interests. snall be
adooted. If no proposal attaing the support of a simole majonty of the
Parucipating Interests then the proposal receiving the largest Parucipatng
interest vote in aggregate shall be adooted. in the event of a tie, the
Operator shall choose among the progosals recewving the largest
Parucioating Interest vote in aggregate. The Parues snall executs any and
all documents and 1ake such other acuons as may be necessary to effecs
the surrender, Each Party renounces all claims and causes of action againse
Operator and any other Parues on account of any area surrengered in
accordance with the foregoing but against its recommendatcn if
Hyarocarbons are subsequently discovered under the surrendered area.

(8) A surrender of all or any part of the Contract Area otner than pursuant 1o
Arucle 11.1. (A} above shalil require the unanimous consent of the Parues.

1.2, Extension of the Term

(A} A proposal by any Party to extend the term of tne Appraisal or Explaitauon
Period or any phase of the Contract, a proposal 1o enter into 3 new pnase
of ne Appraisal Period, and a proposal to extend :ne term of the Contracs
snall be brought before the Operating Commutiee pursuant to Article S.

(8} Any Party shall have the right to extend the term of the Aporaisal or
Exploitation Period or any phase of the Contract 10 enter in1o a new phase
of the Appraisai Period or extend the term of the Contrace, Any P_a_rw net

wishing (o enter or 10 extend. shall have a nght 10 withdraw, subject 10 the
requirements of Aructe 13. cx

Wb e 100 pe
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ARTICLE 12 . TRANSFER OF INTEREST OR RIGHTS

12.1.

(A}

-1

(c

(D}

(E)

Fi=

I ion

Subject always to the requirements of the Contrac:. the transter of ali or
part of a Party's Participating Interest shall be effective only if it sausfies
the terms and conditions of this Arucle.

Except in the case of a Party transferring all of its Participating interest, no
transfer shall be made by any Party which resuits in the transferor or the
transferee holding a Participating Interest of less than ten percent (10 %)
or holding any interest other than a Participating Interest in the Contract,
the Contract Area and this Agreement.

The transterring Party shall, notwithstanding the transfer. be liabie to the
other Parties for any obligauons, financial or otnerwise. which have vested.
matured or accrued under the Contract or this Agreement prior 0 such
transfer. Such obligations shall inciuge, without limitaton, any proposed
expenditure 3oproved by the Operaung Committee, prior to the transierring
Party noufying the other Parues of its progosed transier.

The transferee shail have no rights in and under the Contract. the Contracs
Area or this Agreement uniess and until it obtains the necessary
Government's approval and expressly undertakes in writing to perform the
obligations of the transferor under the Contrac: and this Agreement in
respect of the Participating Interest being transferred, to the satisfaction of
the Parues and furnishes any guarantees required by the Government or
the Contract.

The transferee shail have no rights in and under.the Contrac:. the Contract
Area or this Agreement uniess each Party has consented in writing 10 suen
transfer, which consent shall be denied oniy if such transferee fails -]
establish 10 the reasonable satisfaction of each Party its financial or
technical capability to perform its obligations unoer the Contract and this
Agreement.

'm""'w o m‘*ﬂmmm " ¢ ? Tt lu.u"llh.

.piedQing, charQing or otherwise encumberning all or part of its interest in the
Contract Area and in and under this Agreement for tne purpose of secunty
reiaung to finance provided that :

(1 Such Party shall remain liable for ail obligations relatung to such
interest ;
(2} The encumbrance shall be subject to any necessary approval of tne

Government and be expressly subordinated to the rights of tne
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other Parues under this AQreement : and

(31 Such Party shall ensure that any such mortgage. pledge. charge or
encumbrance shail be expressed to be without prejudice to the
provisions of thus Agreement.

(G) Any transfer of all or a portion of Participating interest whether directly or
. o N G . i r f. .
i _indirectiy -y asé{g’qg;%qt,:memer. consohdatt?n, [ sate:? st.osx or other
conveyance, “other~than with or to an Affiliate, shail Ws&tec: o the
tfollowing procedure : T

{1} Once the transferor Party and a proposed transferee (3 third party
or a Partyl have fully negouated the final terms ang conditions of a
transfer. such final terms and conditions snall be disciosed in detad
10 ail Parties in a written notification from tne transferor. Each Party
shall have the right to acauire the Particioaung interest from the
transferor on the same terms and congditions adreed 10 by the
proposed transferee if, within thirty (30) Davs of transferor's

" written notification, such Party delivers w0 all other Parves a
counter-notification that it accepts the agreed uypon terms and
conditions of the transfer without reservations or conditions. If no
Party delivers such counter-notification., the transfer 0 the
proposed transferee may be made. subjec: 1o the other provisions
of this Arucie 12, under terms and conaitions no more favouradie
10 the transferee than those set forth in the notice to the Parues.
provided that the transfer shall be concluded within one hundred
eighty (180} Davs from the date of the notice plus such reasonaoie
adcitional period as may be required to secure governmental
aporovals.

{2} If more than one Party counter-notifies hat it intends 10 acauire
the Participating Interest which is the subject of the proposed
transfer, then each such Party chall acguire a proportion of the
Participating Interest 10 be transferred ecual to the rauc of its own
Participating Interest to the toral Parucipating interests of all the
counter-noufying Parties, unless they otherwise agree ; and

- o

{3) In_the event that a Party’s proposed transfer of part or it of irs

Famc:uatmq interest involves consideration other than cash or
involves other properties included in 3 wider ransacuon (package
deall then the consideration pavable for the Parucipaung Interest
exctusively shall be allocated a reasonatle and justifiable cash vaiue
bv the transferor in any notification to the other Parties. Such other
Parties may satisty the requirements of this Arucle by agreeing to
Pav such cash value in lieu of the consideration payable in the third-
party offer. LN
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12.2. Rights

(A}

(8
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Each Parry shall have the right, subject to the provisions of Article 12.1.,
1o fresly transfer its Parucipaung interest.

¢ tne transfer of 3l or a portion of 3 Party’s Participating interest whether
directly or indirectly Dy assignment, merger, consolidation, sale of stock, or
other convevance is part of a wider transaction (package deal) involving
such 2ssets. such transfer shall be subject 1o Article 12.1.{G], only if such
prospective transferor’'s Parucipatng interest represents more than rwenty
per cent {20 %) of the value of such wider transaction.

ARTICLE 13 - WITHDRAWAL FROM AGREEMENT

13.1.

(A}

(Bl

i

Rignt of Withdrawal

Subject 1o the provisions of this Articie, any Party may withdraw from this
Agreement and the Contract by giving notice 10 ail other Parues stating us
decision 10 withdraw and specifying a proposed effective date of
withdrawal which shall be a1 least sixyy (80) Davs, but not more than one
hundred eighty {180) Davs after the date of sucn nouce. Such notice shatl
be unconditional and irrevocabie when given,

Notwithstanding Artcle 13.1.1A} a Party shall not have the right
withdraw from this Agreement and the Consract until the Minimum Work
Obligation set forth in the Contract has been fulfilled. However, if the
Ooerating Commuttee or any Party decides to acceot new Minimum Work
Obligations by voluntarily extending the current or entenng into a new
appraisal period under the Contract, 3 Party that voted against such
decision shall not be prevented from withdrawing ; provided that such
Party delivers notice of its withdrawal to all Parties within thirty {301 Davs
of such vote pursuant 1o Articte 11.2. and fully sausfies its outstanging
Minimum Work Obligation, if any.

Subject 1o Articles 13.1.{1A} and {B} and Articie 13.5., the eHective date of
withdrawal for 3 withdrawing Party shail be the later of :

SUBJECT TO PROTECTIVE ORDER

{A)

{1 The date proposed in the notice of withdrawal ; or

{2} The date that the withdrawing Party has fulfilleg its obligations
under this Article.

132, Pamiat wirngrawal

Within thirey (30) Davs of receipt of each withdrawing Party's notification,
each of the other Parues may also give notice that it desires 10 withdraw
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from this Agreement and the Contract. Should alt Parties give notice of
withdrawal, the Parues shall proceed to abandon tne Contract Area and
terminate the Contract and this Agreement. if less than ali of the Parties
give such notice of withdrawal. then the withdrawing Parties shall take all
steps to withdraw from the Contract and this Agreement on the earliest
possible date and execute and deliver ail necessary instruments and
documents to assign their Participating interest 1o the Parties which are not
withdrawing, without any compensation whatsoever, in accorgance with
the provisions of Article 13.6.

(B} if any part of the withdrawing Party's Participaung [nterest remains
unciaimed after sixty {60} Days from the date of the first nouce of
withdrawal, the Parties shall be deemed to have decided 10 withdraw from
the Contract and this Agreement, uniess at least one Party agrees to
aczent the unciaimed Parucipatng Interest.

<y Any Party withdrawing under Articlie 11.2 or under this Articie shall
withdraw from all exploration activities under the Contrac:. but not from
any Exploitation Area, Commercial Discovery, or Discovery whether
appraised or not, made prior 10 such withdrawal. Such withdrawing Party
snall retain its rights in the Joint Property but only insofar as they refate 10
any Exploitation Area. Commercial Discovery or Discovery whetner
appraised or not. and snall abandon ail otner rights in the Joint Property.

13.3. Voring

After giving its notification of withdrawal, a Party shall not be entitied to vote on
any martters coming before the Operating Committee, other than marters for which
such Party has financial responsibility.

13.4. liganiong and Liabilit )
(A} A withdrawing Party, prior to its withdrawal, shall sausfy all obligations
and liabilities it has incurred or artributable to it prior to its withdrawal,
including, without limitation, any expenditures budgeted and/or approved
by the Operaung Committee prior to its written notification of withdrawal
(development projects included!, and any liability for acts. occurrences or
circumstances taking place or existing prior to its withdrawal. Fyrthermore,

T TS T TP e S I O e T e T DT ENC e S Wi C e =it rewing ~Party
placed on such Party's Parucipatung Interest prior 10 its withdrawal shall be
fully satisfied or relieased. at the withdrawing Party's expense, prior 10 its
withdrawal. A Party's withdrawal shall not relieve it from liability 10 the
non-withdrawing Parties with respect 10 any obligauons or liabilities
atwributable 1o the withdrawing Party which are not identified or identifiable
at the ume of withdrawal.

{8) Notwithstanding the foregoing, a Party shail not be liable for any
.4,.?
-‘ ?‘ /
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operations or expenditures it voted against if it sends nouficauon of its
withdrawal within five {8} Davs (or within twenrty-four (24) hours if the
drilling rig to be used in such operation is stanging by on the Contrac:
Areal of the Dperating Committee vote approving such operation or
expenditure, nor shall such Party be liable for any operations or
expenditures approved by the Operating Commurtee, excluding those
approved pursuant 1o Articie 13.5., after notice has been given pursuant 1o
Arucie 13.1.

{ci Should a3 withdrawing Party use its right under Armicle 13.4.(B} above not
10 participate to certain expenditures. the remaining Parties shail promptiy
be offered an opportunity to revise their vote related to such expenditures.

13.8. m ngv

A Party’s notification of withdrawal shall not become effective if prior to the
proposed date of witndrawal a well goes out of control or a fire, blow-out,
sabotage or other emergency occurs. The notification of withdrawa!l shall become
effective only after the emergency has been contained and the withdrawing Party
has paid. or has provided, security sausfaciory to the otner Parues for its
Participating Interest share of the costs of such emergency.

13.6. Assignment

A withdrawing Party shall assign its Participating Interest to each of the non-
withdrawing Parties which shall be allocated to them in the propertion which each
of their Participating Interests (prior to the withdrawall bears to the total
Particivpaung Interests of all the non-withdrawing Parues (prior to the withdrawall,
uniess the non-withdrawing Parties agree otherwise. The expenses associated with
the withdrawal and assignments shall be borne by the withdarawing Party.

13.7. Approvals

A withdrawing Party shall promptly join in such actions as may be necessary or
desirable 10 obtain any Government approvals required in connecilion with the
withdrawal and assignments, and any penalties or expenses incurred by the Parties
in connection with such withdrawal shall be borne by the withdrawing Party.

+3r8—=Abandonment-fecuriry
3 v

(A} A withdrawing Party shall provide Security sausfaciory to the other Parues
to satisfy any such obligations or liabilities which were approved or
accrued prior to nouce of withdrawal, but which become due after its
withdrawal, including, without limitation, Security 10 cover the costs of an
abandonment, if applicable.
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13.6.
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( CONFIDENTIAL
\J - 54 - DOE v. UNOCAL -
SUBJECT TO PROTE

2

coerations or expenditures 1t vOted against if it senas notification of 143
withgrawal within five (8] Davs (or within twenty-four (24) hours if the
griling rig to be used in such operauon is stanaing bv on the Contract
Areal of the Operatng Commirtee vote agproving such operation or
expenditure., nor shail such Party be liadle for any operations or
expenditures aporoved by the Operaung Commirtee, excluding those
acproved pursuant to Arucle 13.5., after notice has been given pursuant 10
Arucie 13.1.
13

{4} Should a withdrawing Party use its right under Article 13.4.(B) above not
10 participate 10 certain expenditures, the remaining Parties shall promptiy
be oftered an opportunity to revise their vote related to such expenditures.

mergancy

A Party's notification of withdrawal shall not become effactive if prior tc the
proposed date of withdrawal a3 weil goes out of control or 3 fire, blow-out.
sabotage or other emergency oczurs. The noufication of withdrawal shall become
effecuive only after the emergency has been contagined ang the withdrawing Party
has paid. or has provided. secunty sausfaciory 10 the other Parues for its
Participating interes: share of the costs of such emergency.

Agsignment

A withdrawing Party shall assign its Participating interest to each of the non-
witharawing Parties whicn shall be aliccated to them in the proporuon which each
of their Participating interests (prior to the withdrawall bears to the total
Pamicipating interests of all the non-withdrawing Parues (prior 10 the withdrawall,
uniess the non-withdrawing Parues agree otherwise. The expenses associated with
the withgrawal and assignments shall be borne by the withdrawing Party.

Approvais

A withdrawing Party shail promptly join in such actions as mav be necessary or
desirable to obtain any Government jpprovals required in connection with the
witharawal and assignments, and any penalties or expenses incurred by the Parties
in conneclion with such withdrawal shall be borne by the withdrawing Party.

Abangonment Secunty

ORDER

(A} A withdrawing Party shall provide Secunty saus‘aciory to the other Parues
1o sausfy any such obligations or liabilities which were aoproved or
accryued prior to notice of withdrawal, but which become due after s
withgrawal. including. without fimitation, Security to cover the costs of an
abandonment, if applicadble.

UYP3 003222
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{8} “Secunty® means a standby letter of credit issued by a bank or an on
gemand bond issued by a corporation, such bank or corporauon having a
credit rating indicaung it has sufficient worth to pay its obliganons in ail
reasonably foreseeable circumstances, or. failing the provision of either of
those. cash contributed 10 3 securs fund agmirustered by independent
trustees and invested in London.

3.8, Withdrawa! or Abandonment by gl Parnies .+ ezer 3
e - . S0 N oy B i
R e A -~

in the event ail Parties decide to withdraw or are required 10 4o SO pursuant to this
Articie. the Parties agree that they shali be bound by the terms and condituons of
this Agreement for so long as may be necessary to wind up the affairs of the
Parties with the Government. to satisty any requirements of aoplicable law or to
tacilitate the sale, disposition or abandonment of property Or interesis heid by the
Joint Account.

ARTICLE 14 - RELATIONSHIP OF PARTIES AND TAX : v

14.1. Relationghip of Parties

The rights. duties, obligations and ligbilities of the Parues under this Agreement
shall be individual, not joint or collective. It is not the intenuon of the Partes to
create, nor shall this Agreement be deemed or construed 1o create 3 miming or
other partnership. joint venture, 3ssociation of ust, or 3s authorizing any Party to
ac: as an agent, servant or employee for any other Party for any purpose
whatsoever except as explicitly set forth in this Agresment. in their reiations with
each other under this Agreement, the Parties shall not be consigered fiduc:anes
except as expressly provided in this Agreement,

14.2. Tax

Each Party shall be responsible for reporting and discharging 1ts own tax measured
by the income of the Party and the satisfaction of such Party's share of ail
contracs obligations under the Contract and under this Agreement. Each Party shatl
protec:. defend and indemnify each other Party from any ang all loss, cost of
Liability arising from a failure or refusal to repont and discharge such taxes oOr
sausfy such obligations.

123, ynited Stares Tax Slection
{A} 1. for United States federal income tax purgoses. is Agreement and the

cperations under this Agreement are regarded as a parinership {and if the
Parties have not agreed 1o form 3 tax partnership} each “U.S. Party” las
defined below) elects 1o be exciuded from the application of all of wne
provisions of Subchapter “K=, Chapter 1. Subutle A of the United States

Y, S
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internal Revenue Code of 1286 (the “Code”} as permitted ang authorized
by Sectuon 761 of the Code and the regulanons promuigated under e
Code. It required. the U.S. Company having the largest Parucioaung
interest to the extent reguired by Section 6231(al (7} of the Code. is
designated as the tax martters parmer, and is authorized and directed to
executs for each U.S. Party such evidence of this election as may be
required by the Internal Revenue Service, including specifically, but not by
way of limitation, all of the returns and statements. required by United
Srates Treasury Regulauons Sectrion 1.761 and 1.6031-1 (4} (2], Should
there be any requirement that any U.S. Party give further evidence of this
eiection. each U.S. Party shail execute such documents and furnish such
other evidence as may be required by the internal Revenue Service or as
mavy be necessary 10 evidence this eiection.

{8} No such U.S. Party shall give any notice or take any other acuon
inconsistent with the election made above. If any tfuture income tax laws of
tne United States contain provisions similar to tnose in Subchapter °K",
Chapter 1, Subttie *A° of the United States Internal Revenue Code of
1986. under which an election similar 10 that provided by Section 761 of
the Code is permitted. each U.S. Party shail make such etection as may be
permutted or required by such laws. In making the foregoing election, each
U.S. Party states that the income derived by it from operauons under this
Agreement can be adequately determined without the computauon of
partnership taxabie income, -

{0} For the purposes of this Article. “U.S. Party® shail mean any Party which
is subject to the income tax law of the United States of America in respect
of operations under this Agreement. i

{s})} No activity shall be conducted under this Agreement that would cause any
non U.S. Party 1o be deemed to be engaged in a trade or business within
the United States of America under applicable tax laws and regulations.

(E) A Party which is not a U.S. Party shall not be required to do any act or
execute any insirument which might subjec: it 10 the taxation jurisgiction
of the United States of Amenca.

UYP3 003224
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ARTICLE 1S - CONFIDENTIAL INFORMATION - PROPRIETARY TECHNOLOGY
pm————

15.1. Gonfidential Information

(A} Subject 10 the provisions of the Contract. the Parues agree that all
information and data acquired or obtained by any Party in respect of Joint
Operations shall be considered confidential and shall be kept confidental
and not be disclosed during the term of the Contract and for a3 penod of
five (5} years after expiration of the Contract 1o any person of enuty not 3
Party 10 this Agreement, except :

{1 To an Affiliate. provided such Affiliate maintains confidentiality as
provided in this Artcle ;

(2} To a governmental agency oOr other enuty when required by the
Contract ;
3 To the extent such data and information is required to be furrushed

in compliance with any applicable laws or regulauons. or pursuant
to any legal proceedings or because of any oraer of any court
binding upon a Party .

(&} Subject to Article 15.1.(B), to potential contraciors. contraclors.
consultants and attorneys employed by any Party where disciosure
of such data or informauon is essential to such contractor's.
consultant's or ariorney’s work

{5} Subjec: 0 Article 15.1.(B), to a bona fide prosoective transferee of
a3 Party's Participaung interest [including an enuty with wnhom 3
Party is conducting bona fide negotiauons directed toward 2
merger, consolidation or the sale of a majonty of its or an Affiliate's
shares! ;

(6) Subject to Articie 15.1.(B), 1o a bank or otner financial insutution
to the extent appropriste 1o 3 Party arranging for funding for its

obligations under this Agreement ;

7 To the extent such data and information must be disclosed

Durmnmmmw'mﬂ———
exchange having jurisdiction over such Party. or its Affiliates .

provided that if any Party desires to disclose information in an

annual or periodic report 1o its or its Affiliates’ sharehoiders and 10

the public and such disciosure is not required pursuant 1o any ruies

or requirements of any government oOr $tock exchange, then such

Party shall comply with Arucie 20.2. : :S,/
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(81 To its respecuve empiovees for the purpose of Joint Operanons,
subject to each Party taking customary precaulions 1o ensure such
gata and information is kept confidenual ;

{8} Where any data or information which, through no fault of 3 Party,
becomes a part of the public domain.

8 Disclosure as pursuant to Article 15.1.[A) (4}, (5) and (6] shaill not be
made uniess prior to such disciosure the disciosing Party has obtained 3
written undertaking from the recipient party 10 keep the data and
information strictly confidential and not to use or disclose the data and
infarmation except for the express purpose for which disciosure is to be
made.

18.2. nrinyin ligation

Any Party ceasing to own 3 Participating Interest duning the term of this
! Agreement shall nonetheiess remain bound by the obligauons of configentality and
any disputes shall be resolved in accordance with Arucie 18.

15.3. Proprietgry Technology

Nothing in this Agreernent shall require 3 Party to divuige propnetary technology 10
tnhe other Parties.

15.4. Trades

Notwithstanding the foregoing provisions of this Arucie. Operator may, with
approval of the Operating Commurtee, make well trades and data trades for :nhe
benefit of the Parties, with any data. the cost of which has been charged to the
Joint Account, so obtained to be furnished to all Parues. In such event, QOperator
must enter into an undertaking with any third party to such trade to keep such
information confidential.

ART1 16 - FORCE MA R

18,1 Qh‘igiﬁﬂet

if as a resuit of Force Majeure any Party is rendered unable. whoily or in part, to
carry out its cbiiqétions under this Agreement, other than the obligation to pay any
amounts due or to furnish security, then the obligations of the Party giving such
notice. so far as and to the extent that the obligations are affected by such Force
Majeure. shall be suspended guring the continuance of any inability so caused. but
for no longer period. The Party claiming Force Majeure shall notify the other Parties
of the Foree Majeure situation within a reasonable time after the occurrence of the JZ2
> ,l"

{ .
-
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facts relied on and shall keep ali Parues informed of all significant developments.
Such notice shall give reasonably full particulars of said Force Majeure, .and 3iso
esumate tne period of ume which said Party will probably require to remedy the
Force Majeure. The atfected Party shall uss all reasonable diligence to remove oOf
overcome the Force Majeure situation 3s quickly as possible in an economic
manner. but shall not be obligated to settie any labor dispute except on terms
acceptable to it and all such disputes shall be handled within the soie discretion of
the affected Party.

16.2. Definition of Force Maieyre

For the purpose of this Agreement, “Force Majeure” shall mean circumstances
which were irresistble or beyond the reasonable control of the Party concerned.

ARTICLE 17 - NOTICES

Zxcept as otherwise specificaily provided. all notices authorized or required between the
parues by any of the provisions of this Agreement. shall be in wnung, in English and
deiivered in person or by registered mail or by couner service or by any electronic means
of transmitling wrnen communications which provides confirmanon of complete
ransmission, and addressed to such Parues as designated below. The onginaung notuce
given under any provision of this Agreement shall be deemed delivered only when received
py the Party 1o whom such notce is directed. and the time for such Party t© deliver any
Actice in response 16 such originating notice shall run from the date the originating notice
is received. The second or any responsive notice shall be desmed delivered when
received. “Received® for purposes of this Article with respect 10 written notice delivered
pursuant to this Agreement shall be 1ne receipt by the sencer of the wrnten
scknowledgment, whether obtained electronically or otherwise. £acn Party shall have the
rignt to change its address at any time and/or designate that copies of all such notices be
directed 10 anotner person at another address. by giving written notuce therect 1o all otner
Parties.

TOTAL MYANMAR EXPLORATION AND PRODUCTION,
YANGON BRANCH

5 Pyay Road. 6tn Mile

HLAING TOWNSHIP P.O. 11081

YANGON, UNION OF MYANMAR

TET OB IZTESS-TMERBM

with Copv 10

TOTAL MYANMAR EXPLORATION AND PRODUCTION
Tour TOTAL

TEPIFED

92068 PARIS LA DEFENSE FRANCE

L
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Artention Mr J M. BEUQUE
{3311 3_1 45 32 81

Fax : (331131453012

Teiex : 615700 F
UNOCAL MYANMAR OFFSHORE Ca Ltd }
15141 Southwest Freeway _ "~ 7 e

SUGAR LAND. TEXAS 77478 USA NICEI DA ‘ .-

Tel. : (713} 287 5485
Fax : (713) 287 7340
- Telex :
Actention : Marry F. MILLER

ARTICLE 18 - APPLICABLE LAW AND DISPUTE RESOLUTION
18.1. Appl i W \
This Agresment shall be governed by, construed, interpreted and aoplied in

aceorcance with the laws of England, excluding any conflict of law rules which
would refer the marter to the laws of another jurisdicuion.

18.2. Dispyte Resolyrion
{A) Any dispute, controversy or claim arising out of or in relation w0 in

esnnection with this Agreement or the operations carried out under his
Agreement, including without limitation any dispute as to the valigity,
interpretation, enforceability or breach of this Agreement, shail be
exciusively and finally sertied by arbitration., and any Party may submut
such a dispute, controversy of claim to arbitration.
. L et .
(B The arbitration shall be held and determined by three (3} arbitrators. Each
sige shall appoint an arbitrator of its choice within thirty (30} Days of the
" submission of a notice of arbitration. The Party-apopointed arbitrators shatl
in turn appoint a presiding arbitrator of the tribunal within twenty (201
Davs following the appointment of both Party-appointed arbitrators. if the
Party-i1ppointed arbitrators Ccannot reach agreement on 3 presiding

arpitrator of the tribunal and/or one Party refuses to appoint its Party-
aopointed arpitrator within said twenty (20} Dav period. the apooinung
authonity for the impiementation of such procedure shall be the President
of the Court of Arbitration of the International Chamber of Commerce, who
snall appoint an independent arbitrator who does not have any financial
interest in the dispute. controversy or claim. All decisions and awards by
the arbitration tribunal shatl be made by majority vote.

UYP3 003228 406
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(C} Unless otherwise expressiy agQreed in wnung by the Parues to the
arpitration proceedings |

{1 The arbitration proceedings shall be heid in Brussels. Beigium.

(2} The arpitration proceedings shail be conducted in the English
language and the arbitrators shall be fluent in the English language.

{31 - The arbitrators shall be and remain at all umes wholly independent
and imparnal.

(4) The arbitration proceedings shall be conducted in accordance with
the Rutes of Arbitration of the Internauonal Chamber of Commerce
as amended from time to time.

{5} Any procedural issues not determined under the arbitral rules
seiected pursuant 1o Articie 18.2.(C) (&) shall be determined by the
law of the piace of arbitration, other than those laws which would
refer the marter to another jurisdiction.

(61 The costs of the arbitration proceedings lincluding attorneys’ fees
and cos:s! shall be borne in the manner deterrmined by the
arbitrators.

{7} The decision of a majority ‘of the arpitrators shall be reduced to

writing ; final and binding without the right of appeal ; the sole and
exclusive remedy regarding any claims, counterclaims, issues or
accountings presented to the arbitrators ;| made and promptly paid
in U.S. Doilars free of any deduction or offset ; and any costs or
fees incident to enforcing the award. shall to the maximum exzent
permitted by law, be charged against the Party resisting such
enforcement.

(8) Consequential, punitive or other similar cdamages shall not be
allowed ; provided. however, the award may include 3opropriate
punitive damages where 3 Party has engaged in delaying and
dilatory acuons ;

=7 B2t B 757 [dofin 1ak {1 ai-tidiei Joniaidda b 2umtavizain ol -2 Ui Lan il de-id o i
violauon of this Agreement, as determined by the arbitral award.
and from the date of the award unul paid in full, at the Agreed
Interest Rate ; and

{101 Judgment upon the award may be entered in any court having
jurisdiction over the person or the assets of tne Party owing the
judgment or application may be made 1o such court for 3 judicial
acceptance of the award and an orcer of enforcement, 3s the case

UYP3 003229
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may be. .

(11 Whenever the Parties are of more than one nauocnality, the
presiding arbitrator shail not be of the same nanonality as any of
the Parues or their uitimate parent entities.

ARTICLE 18 - ALLOCATION OF COST RECOVERY RIGHTS
som———
cg.1. Al ion of Total Pr ion

Eor the purposes of recovery of Petroleumn Costs, the total quannty of
Hydrocarbons which are produced and saved from all Exploitauon Areas in a
Calengar Quarter and to which the Parties are entitled under the Contract shail be
gesignated as either Cost Oil or Profit Oil. Such Cost Oil and Profit Oit shail be
allocated among the Exploitation Areas in pmpam’on to each Exploitauon Area's
total quantity of Mydrocarbons produced and saved in such Calendgar Quarter with
adjustments in quanuties to reflect the differences in vaiue if different qualities of
HMydrocaroons are produced, segregated and soid separately.

1e.2. Allocation of Coasr Oil Direcsiv Allocared

Cost Oil allocated 10 each Exploitation Area shall be allocated to the Parues in
proporuon to their respective Participating Interests in each such Exploitation Area
1o the éxient required to recover in the sequence incurred all Perroleum Costs
which are specifically atiributable to each such Exploitation Area and which are
recoverable in such Calendar Quarter. Such portion of Cost Oil so ailocated shail
be referred 1o as “Cost Oil Directly Aliocated”: the portion of Cost Oil remaining 10
be allocated being referred to as the “Excess Cost Qil®.

(1]
w

Allocation of Ex it

The Excess Cost Oil shall be aliocated among the various Exploitation Areas, for
each Calendar Quarter and up 10 the fevel aliowed under tne Contract lwith due
regard to the value of the production determined in accordance with Artucle 8.2.H.)
as foliows :

(A} First, 3 percentage lequal to the percentage of Profit Qil, if any, 10 which
the Parties would have been entitied during such Calendar Quarter if the

conraTY T T R AT S P BT S UCH-EX DIGIt S 10N~ ts b i iuthe B 2SS

Cost Oil shali be ailocated among the Parties in proporuon to their
respecuve Participating interest in each such Expioitation Area ;

A=
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{8} Second. the Excess Cost Oil that is not allocated pursuant to Arucie

18.3.1A} shall bas allocated among the Parmes n proporuon to thesr
respective Participating Interests as set out in Armcie 3.1.(A} in orger 10
recover in the sequence incurred any Petroleum Costs which were incurred
1 the conduc: of Joint Operations and which are recoverable in such
Calendar Quarter ; and

<) Third, the Excess Cost Oil that is not allocated pursuant to Article 18.3.{A)
or Artcie 19.3.(B) shall be allocated among the Parues in proportuon to
their respective Participating Interests in each Exciusive Operation in order
to recover in the sequence incurred anvy Petroleum Costs which were
incurred by such Parties in the conduct of Exclusive Operations and which
are recoverable in such Calendar Quarter. :

19.4. Alligcation of Profit Qil

Profit Oil ailocated to each Exploitation Area pursuant to Aructe 18.1., if any, shall
be aliccated among the Partues in proporucn 10 their respecuive Parucipatung
interes:s in each such Exploitation Area.

ARTICLE 20 - GENERAL PROVISIONS

20.1. Conflicys of Interest

{A) tacn Party undertakes that it shall avoid any conflict of interest berween
its own intereszs lincluding the interests of Affiliates) and the interests of
the other Parties in dealing with suppliers, customers and ail other
organizations or individuais doing or seeking to do business with the
Parnes in connection with activities contemplated under this Agreement.

{8} The provisions of the preceding paragrach shall not aopiy t0 !

{1 A Party's performance which is in accordance with the local
preference laws or policies of the host government | of

(2} A Party's acguisition of produc:s or services from an AHfiliate, or
the sale thereof 1o an Affiliate, made in accordance with rules and

h’;

nreceouresesTablished-Dyshe-0osaung Lommiuies

20.2. Pyblic Annguncements

{A} Operator shall be responsible for the preparauon and release of ail public
announcements and statements regarding this Agreement or the Joint
Operations : provided that, no public announcement or statement shall be
issued or made unless prior 10 its release all the Parues have been
furrished with 2 copy of such statement Or announcement and the

UYP3 003231
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approval of a least two (2] non-affiliated Parties holding fifty per cent
{SO %}. or more, of the Participaung Interests has been obtained. Where 3
public announcement or statement becomes necessary or desirable
because of dange'r to or loss of life, damage to prooerty or poliution as 3
result of activities arising under this Agresment, Operator is authonzed 10
issue and make such announcement or statement without pnor approval of
the Parties. but shall promptly furnish all the Parues with 2 copy of such
announcement or statement,

8! If a Party wishes to issue or make any public announcement or statement
regarding this Agreement or the Joint Operations, it shall not do so unless
prior to its reiease, such Party furnishes all the Parues with a copy of such
announcement or statermnent, and obtains the aporoval of at least two (2}
non-affiliated Parties holding fifty per cent (80 %) or more of the
Parucipating Interests ; provided that, notwithstanding any failure to obtain
such approval. no Party shall be prohibited from issuing or making any
such public announcement or statement if it is necessary to do so in orger
to compiy with the applicable laws, rules or reguiations of any government,
legal proceedings or stock exchange having jurisdiction over such Party as
set forth in Articies 15.1.(A} (3) and (7).

20.3. Syccessors and Assigns

Subjec: to the limitations on transfer contained in Article 12, this Agreement shall
inure to tne benefit of and be binging upon the successors and assigns of the
Parues.

i 20.4. waiver

No waiver by any Party of any one or more defaults by another Party in the
performance of this Agreement shall operate or be construed as a waiver of any
future default or defaults by the same Party, whether of 3 like or of a difference
character. Except as expressiy provided in this Agreement no Party shail be
deemed 1o have waived, released or modified any of its rignts under this
Agreement uniess such Party has expressly stated, in writing, that it does waive
release or modify such nght.

20.5. veran f Invaiid Provision

If and for so long as any provision of this Agreement shall be ceemed to be judged
invalid for any reason whatsoever, such invalidity shall not atfect the validity or
operation of any other provision of this Agreement except only so far as shall be
necessary 1o give effect 1o the construction of such invalidity, and any such invalid
provision shall be deemed severed from this Agreement without affecting the
validity of the balance of this Agreement.

.
MK
VP
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Except 3s is provided in Articie 20.5.. there shall be no modificauon of this
Agresment sxcept by written consent of all Parues.

20.7. Headin
il o Te eI TS
The taauc:i headmcs used i this Agrnmam are for convenience ﬂ‘ﬁf?’ &d shall not
be construed as having any substantive s;gmhcanca or as ingicaung that all of the
provisions of this Agresment relating 10 any topic are 10 be bound in any particular

Arucle.

20.8. Singylar and Piyrgi

Reference 10 the singular includes a reference {0 the plural shd.vice versa,

o STOWN

20.8. Genger . *

FRefsrence 10 any gender incluges a reference to all otner gengers.

20.10. nrerpary Ex ion

This Agresment may be executed in any number of counterparts and each such
counterpart shall be deemed an original Agreement for ail purposes ; provided no
Party shail be bound 10 this Agreement uniess and unul ail Parties have executed 3
counterpart. For purposes of assembling all counterparts in1o one document,
Operator is authorized 10 detach the signature page from one or More COuUNterpans
and. after signature thersof by the respective Party, anach each signed signature
page 10 3 counterpart,

20.11. Enurery

This Agreement is the entire agreement of the Parties and supersedes ail prior
understanding and negotiations of the Parties.

However this Agreement is not intended 10 supersede any particular obligations
{such as carrying obligations} that any Party may have undertaken towards any

al

~ir

NP Iy O e S eI I TE eI SUC s {arm=n-agreements

-

IN WITNESS of their agreement each Party has caused its duly authonized representative
1o sign this instrument on the date indicated below such representative’s signature.

UYP3 003233
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1 f
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. ¥ .
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7

UYP3 003234

412




EXHIBIT A

ACCOUNTING PROCEDURE

UYP3 003235

413



,) ' ( CONFIDENTIAL

to

SUBJECT TO PROTECTIVE ORDER
EXHIBIT A
ACCOUNTING PROCEDURE
TABLE OF CONTENTS
SECTION Page
SECTIONI-GENERAL PROVISIONS
- Purpose... ceseneeenns T e e e eeed
R Conilict with Agreement .....cccoueveeverennennc. S S S R
1.2 Definitions . et -
14 Joint Account Records and Currency Exchange....oueeeeeeenen &
1.5, Staterments 2and BillINES coocveeccreecccrereerasssreecsseeeessssscosssesonenee 5
i3, Payments and Advances.....ccceeceeeceereeeennns eerreeeeeseeeeseaeeeennanne 6
5 CAcjustments .....ceeeeeennennen. . eeeomesteeeseetacasnresassatasassnsan 8
18, Audits. et e eeeeeee e eesne B
SECTIONII-CHARGEARBLE COSTS AND EXPENDITURES
i Licences, Permits, etc ........... eeerereeseens eeeereceencetataeaenssasassnan ....10
2. L2b0Ur 2nd Related COStS.mmrmmrrrrommerrrrerssoeeeeessscseeressoeer s 10
2.3. Material............. tereeeesenraeeeeeeesnnnns ceeenennrenes eeeerereeenreseenneas eee13
2.4 Transporzation and employee Relocation Costs ...................13
oG Services. . tencessssssseasaen 14
28, Dzmage 2nd Loss to Joint Property 14
2.7, TZSUTANCE...cceutcecnncsmnsenssaseneansesasnsssassassasssssisnsssssansassassassass 15
2.8, Legal Expenses .........cocucuen.. etereetenteserenrananresenesesanes JRUSRRINS £
2.9. Duties and Taxes .............. erereeresenensereserasesenseressaensssesansnscsenas 1D
2.10. Offices, Camps and Other Facilities ......... reeeeeaerreneetsenene ...16
211 Overbeads ........ reeverevenans eeeeeeenneans reerrraanens eevvereraeereeesnne R ..16 414
2.12, Other Expenditures ........ eeeeeaeaeses eeeeersnneannnnns eeeeernn SR & 4

UYP3 003236



w o : ( CONFIDENTIAL

SUBJECT TO PROTECTIVE ORDER

SECTION _ Page

SECTION IIT - MATERIAL
3.1 Purchases from Third Parties........oeeeeuemueceseeenmeecessasnennnn. 17
3.2 Specific stock of Material for the Joint Operations............. 17
3.3. Material furnished by the OPERATOR 18
3.4. Warranty ereesresersssesaratesateeertate s rae s neenassneenanennnn 19
3.3 Disposals .....ueueecevnanne.. ceressenereteesiastererasaraassasesenanns 19
3.6. Material distributed in kind or purchased by

one Of the Parties .........cceeemeeeeeeremeeereeeeeceresenese s sesesnnn 19
3.7. Inventories revsesnesesesarsenessessssssnnrane . .20

SECTIONIV.CONTRACT ACCOUNTING RECORDS

APPENDIX 1-STANDARD RATES FOR PERSONNEL
- AND SERVICES AS OF 01/01/1993
A’

@
—

UYP3 003237
415




CONFIDENTIAL

DOEv. UNOCAL
SUBJECT. TO PROTECTIVE ORDER
3
EXHIBIT A
Attached to and made part of the Production Operating-Argreement (POA)
hereinaiter called the "Agreement”, effective as of the .../ day of
..... tot, 1814, by and between TOTAL MYANMAR EXPLORATION
AND PRODUCTION (hereinafter referred to as "“TOTAL"), and
UNOCAL MYANMAR OFFSHORE Co. Ltd. (hereinafter referred to 2s
“UNOCAL".
SECTIONT
NERAL PR ION.
1.1I. Purpose —
1.1.1.  The purpose of this Accounting Procedure is to establish
equitable methods for determining charges and credits
applicable to operations under the Agreement which reflect
the-costof-doimt-Cperattons o tE e d TET N5 DAty SEall
gain or lose in relation to other Parties.
1.1.2.  The Parties agree that if any of such methods prove unfair
or inequitable to OPERATOR or Non-Operators, the
Parties shall meet and in good faith endeavour to agree on
changes in methods deemed necessary to correct any ,
unfairaess or inequity. 2
<1’
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1.2, Conflict with Agreement

1.4,

.

In the event of a conflict between the provisions of this Accounting
Procedure and the provisions of the Agreement to which this
Accounting Procedure -is attached, the provisions of the Agreement
shall prevail.

niti

The definitions contained in Article 1 of the Agreement to which
this Accounting Procedure is attached, shall apply to this
Accounting Procedure and have the same meanings when used
herein. In addition certain terms used herein are deined as follows :

"Countrv of Qperctions" shall mean : the Union of Myanmar

"Mcrericl" shall mean any equipment, maczizery, matesials,
articles, supplies and consumables either purchased or leased, or
reanted, or transierred by OPERATOR and usecd :n the Perroleum
Joint Operations.

"Controllcole Matericl" shall mean Material whica tte OPERATOR
subjects to record control and inventory in accordance with good
international petroleum industry practice.

Joint A nt r encv e

141. OPERATOR shall at all times maintain and keep true and
correct records of the production and disposition of
Hydrocarbons, and of all revenues, costs and expenditures
under the Agreement, as well as other data necessary or
proper for the settlement of accounts between the Parties
hereto in connection with their rights and obligations

3 (s
urderthe-Agreenrentandtoenzite-Partiestorompty-with

their respective applicable income tax and other laws.

1.4.2. OPERATOR shall maintain accounting records pertaining
to Joint Operations in accordance with generally accepted
accounting practices used in the international petroleum
industry and any applicable statutory obligations of the
Country of Operations as well as the provisions of the
CONTRACT and the Agreement.

UYP3 003239
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.

Joint Accounts shall be maintained by OPERATOR in the
English language and'in U.S. Dollars.

Any costs incurred or proceeds received in a currency other
than U.S. Dollars, inciuding the currency of the Union of
Myanmar shall be converted into U.S. Dollars computed at
the prevailing rate of exchange of the day on which the
costs or expenditures were paid or the proceeds were
received.

Any currency exchange gain or loss shall be credited or
charged to the Joint Account.

This Accounting Procedure shall apply, mutatis mutandis,
to Exclusive Operations in the same manner that it applies
to Joint Operations, provided however, that the charges
and credits applicable to the Consenting Parties shall be
distinguished by an Exclusive Operatior Account. For the
purpose of determining and calculating tze remuneration
of the Consenting Parties, including the premiums for
Exclusive Operations, the revenues, costs and expenditures
shall be expressed in U.S. Dollars (irrespective of the
currency in which the expenditure was incurred).

The accrual basis for accounting shall be used in preparing
accounts concerning the Joint Operations.

ts a illine

OPERATOR shall submit monthly to eaci Non-Operator
within thirty (30) days after the end of each month (within
forty five (45) days for the month of March), statements of
the reveaues, costs and expenditures incurred during the
prior month, indicating by appropriate classification fie.
exploration, appraisal, development, production and G &

_A) the pature thereof, the corresponding budget category, 2

comparison of actual cost incurred to each ATE outstanding
and the portion of such costs charged to each of the Parties.

OPERATOR shall submit a complete yearly statement not
later than the end of February of the following year.

UYP3 003240
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Monthly and Yeariy statements shall contain the following
iAformation : g

advences of funds setting forth the currencies received
from each Non-Operator.

- the sha.re of each Non- Ope'ator in total expenditures

. e

- the current account balance of each Nor-Operator

- summary of costs, crecits, and expenditures on a current
month, year-to-date, and inception-to-date basis.

1.5.2. OPERATOR shall, upon request, furnish 2 description of
the accounting classifications used by it.

1.5.3. Amounts included in the statements a=¢ pillings shall pe
expressed in U.S. currency.

1.5.4. Each Party shall be resporsible for preparing its own
accounting and tax reports to meet the requirements of the
Country of Operations and of all other countries to which it
may be subject. OPERATOR, to the exteat that the
information is reasonably available from the Joint Account
records, shall provide Non-Operators in a timely manner
with the necessary statements to facilitate the discharge of
such responsability.

1.5.5. OPERATOR shall send to each Non-Operator a copy of all

statements to be provided to the MOGE in accorcance with
the Annexure C of the CONTRACT, as per Article 3.

av v

If OPERATOR so reg

of estirmated cash reqmre'nent.s for the one*at.‘.g month concerned.
Not later than the 5th of the operating month concerned, the
OPERATOR shall make a written request to Non-Operators and will
also give a tentative estimate for the nex: two months cash
requirements.

UYP3 003241
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The due date for such cash calls shall be set by OPERATOR, bu:
shall be at least twenty (20) days after receipt of such cash calls. The
request shall set out the funds in U S Dollars.

Cash calls submitted by OPERATOR shall be so detailed or contain
such explanations as to permit reference of each item therein to the
appropriate item in the approved budget and to the relevant AFE, if
applicable.

Should OPERATOR be required to pay any large sums of money for
the Joint Operations, which were unforeseen at the time of
providing Non-Operators with their monthly estimated cash
requirements, the OPERATOR may make a written request to Non-
Operators for special advances covering the Non-Operators' share of
such payments. Non-Operators shall make their sroportional special
advance within fifteen (15) days of receipt of such notice.

If a Non-Operator's advance excesds its share of cash expenditures
the next succesding cash call, after such determination, shall be
acjusted accordingly. If after such adjustment, 2 Non-Operator's
share proves to be less than its cash advance, Operator shall refund
such excess funds within fifteen (15) days upon Non -Operator's
request and at Non-Operator's cost provided that the amount is in
excess of one hundred thousand US Dollars (US $100 000). If
OPERATOR does not request cash advances from a Non-Operator or
if a Non-Operator's advance is less than its share of cash
expenditures, the deficiency shall at OPERATOR's option be added
to subsequent cash advance requirements or be paid by Non-
Operator within fifteen (15) days following the receipt of the
OPERATOR's statemeant to Non-Operator for such deficiency.

All payments by Non-Operators shall be made at a place designated
by OPERATOR and OPERATOR shall provice the names and
addresses of such banking institutions where funds are to be
credited to the OPERATOR's account as well as the OPERATOR's
account number. - '

All payments by the Parties shall be made to 2a interest-bearing
account establisned for Joint Operations on or before the due date,
and if not so paid, the provisions of Article 8.1. of the Agreement
("Defaults and Notice") shall apply.

UYP3 003242
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7. Adjustments

Payments of any advances or billings shall not prejudice the right of
any Non-Operator to protest or question the correctness thereof ;
provided, however, all bills and statements rendered to Non-
Operators by OPERATOR during any Calendar Year shall
conclusively be presumed to be true and correc: after tweaty-four
(24) months following the end of such Calendar Year, unless within
the said twenty-four (24) month period a Non-Operator takes written
exception thereto and makes claim on OPERATOR for adjustment.
railure on the part of a Non-Operator to make claim on OPERATOR
jor adjustment within such period shall establish the correctness
thereof and preclude the filing of exceptions thereto or making
laims for adjustment thereon. No adjustment favorable to
OPERATOR shall be made unless it is made within the same
prescribed period. The provisions of this paragraph shall not prevent
adjustments resulting from a physical inventory of tke specific stock
as provided for in Article 3.7. OPERATOR shall be allowed to make
adjustments to the Joint Account after such twenty-four (24) month
period if these adjustments result from audit exceptions outside of
this Agreement, third party claims, or Goveromen: or the MOGE
requirements. Any such adjustments shall be subject to audit within
the time period specified in Section 1.8.1.

1.8. Audits

1.8.1.  Upon sixty (80) days writtea notice to OPERATOR, Non-
Operator(s) shall, at its (their) sole cost, have the right,
within the twenty four (24) month period following the end
of any Year to audit the Joint and Exclusive Operations
Accounts and records relating to the operations made under
this Agreement for such Year.

Any such audit shall be conducted within forty-five (45)
days.

Where there are two (2) or more Non-Operators, Non-
Operators shall make every reasonable efforts to conduct
joint or simultaneous audits in a manner which will result v
in a minimum of inconvenience to Operator. -

h
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The right of audit- includes the right of access at all
reasonable times during normal business hours to all
accounts, books and records pertaining to the Joint Account
maintained by OPERATOR. If any Non-Operator desires
verification of charges representing a proportionate share
in the cost of the OPERATOR's other activities, it may do
so to the extent the OPERATOR is able to present such
information without infringing the confidential or
proprietary nature of such information. In case such
infrirgement might occur, any Non-Operator may request,
at its own expense, to obtain an audit certificate from an
independant external auditor of international standing
acceptable to the OPERATOR. OPERATOR shall make
‘every reasonable effort to cooperate with Non-Operators
and, where appropriate, the independant auditors as the
case may be and will provide reasonable facilities and
assistance.

At the conclusion at the Operator's premises of each audit,
the Parties shall endeavour to settle outstanding matters
and a written report will be circulated to all the Parties
within three (3) months of the conclusion at the Operator's
premises of each audit. The report shall include all claims
arising from such audit together with comments related to
the operation of the accounts and records. OPERATOR
shall reply in writing to the report as soon as possible and
in any event not later than three (3) months following the
receipt of the report.

All adjustments resulting from an audit agreed between
OPERATOR and Non-Operators shall be made promptly in
the Joint or Exclusive Account by OPERATOR and
reported to Non-Operators.

1.8.4.

Any unresolved dispute arising in connection with an audit
shall be submitted to arbitration in accordance with Article
18 of the Agreement.

Any information obtained by a Non-Operator under the
provisions of this Section 1.8. whether it relates directly or
indirectly to the Joint or Exclusive Operations, shall be
kept confidential.
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ARGEA

JoERATOR shall charge the Joint Account for all reasonable costs
-.cessary to conduct Joint Operations and, subject to the provisions of
:;.::icie 7 of the Agreement, shall charge Exclusive Operations Accounts for
.;] costs necessarily incurred in the conduct of an Exclusive Operation.
2uch costs shall include, but are rot limited to :

PR

i its, et

All direct costs if any attributable to the acquisition, maintenance
renewal or relinquishment of licences, permits, contractual and/or
surface rights acquired for Joint Operations, and bonuses paid in
accordance with the Contract when paid by OPERATOR in
accoréance with the provisions of the Agreemen:.

abou rel ¢
2.2.1. ERATOR' v recruited ves

The actual cost of all the OPERATOR's locally recruited
employees who are directly engaged in the conduct of Joint
Operations. Such costs shall include all employee salaries,
benefits and government benefits for employees and taxes
and other charges levied on the OPERATOR as an
employer, transportation and relocation costs of the
employee and such employee's family limited to spouse and
dependent children.

If such employees arc engaged in other activities in
‘addition to the Joint Operations, the cost of such employees

10

shall be allocated on an equitable prorata basis accoraing
to sound and acceptable accounting principles.
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Assigned versonnel

The cost of the personnel of the OPERATOR's Affiliates
working in Country of Operations or in third countries
other than France (hereinafter referred to as "Countries of
Assignment"”) for the Joint Operations. The cost of these
personnel shall be as per rates represeating the
OPERATOR's Affiliates actual cost excluding overhead
allocations, according to OPERATOR's Affiliates's usual
practice.

Such rates shall not include furnished accommodation in
the Country of Operations, medical and dental treatmert of
the employee and immediate family, local schooling
expenses and any other local employment costs paid by the
OPERATOR, according to OPERATOR's usual practice.
Such costs shall be charged separately to the Join: Account.

As early as possible, in each Calendar Year, OPERATOR
shall provide Non-Operators with the provisional rates
referred to above applicable for suca Year as per
Appendix 1.

As soon as possible after the end of each Calendar Year,
the actual costs incurred by the OPERATOR's Affiliates
during the concerned year as the basis for such rates shall
be audited by an internationally recognized independent
firm of auditors.

Any difference between the costs charged by the
OPERATOR's Affiliates during the vear on the basis of
provisional rates and the final certified costs shall be
adjusted accordingly and corresponding audit costs shall be
charged to the Joint Account.

1

s

I U EMBIGYess aYE EHEZDE ‘ BT
Countries of Assignment in addition to the Joint
Operzations, the costs of such employees shall be allocated
on an equitable prorata basis according to sound and
acceptable accounting principles.
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Personnel of OPERATOR's Affiliates based ourside
Countries of Assignment working for Joint QOpe-ations an a

ime sheet basi

The costs of such personnel shall be charged at rates which
represent the OPERATOR's Affiliates aczual cost excluding
overhead allocation. These rates incluce  all costs
incidental to the employment of such persoznel, but do not
include transportation and living expenses they may incur

for the performance f such work. In case :h%g.'ork is

performed- outside the :country where such perscumel is
based, the rate will be charged from the date such
personnel leave the town where they usually work until
their return thereto, including days whick are not working
days in the country where the work is periormed, and
excluding any holiday entitlement derivez by the employee
from his employment in OPERATOR's home country No
charge will be made for overtime. =

As early as possible, in each Calendar Yea-, OPERATOR
shall provide Non-operators with the provisional rates
referrec 2bove for such Year 2s per Appencix 1.

N
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provisional rates and the final cer:ified cos:ts shall be
adjusted accordingly and corresponding audit costs shall be
charged to the Joint Account.

SUBJECT TO PROTECTIVE ORDER

Sections 2.2.2. and 2.2.3. above have beea agresd upon
considering the present structure of the OPERATOR and
its Affiliates. Should the OPERATOR be changed, or
should the OPERATOR's Affiliates change their present
structure or organization, these sections shall be revised
accordingly.
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2.2.5 z vee
raining expenses for the employees resident in the
Country of Operations and the contribution ‘to training
under Section 15 of the Contract.
2.5, Material
Cost, net of discounts taken by OPERATOR, of Material purchased
or furnished by OPERATOR for use in the Joint Operations as
provided under Section ITL Such costs shall include but are not
limited to vendor's invoice price, transportation charges, loading,
unloading fees, export and import duties associated with the
procurement of material. So far as it is practicable and consistent
with safe, efficient and economical operations, such material shall
be purchased or furnished by OPERATOR when recuired for use in
the Joint Operations and the accwnulation of surtivs stock shall be
avoided.
2.3.1. Durchasin ge
When required for the benefit of the Joint Operations,
OPERATOR may request its Affiliates to provide
purchasing and forwarding services. Charges to the Joint
Account f{or the provision of these purchasing and
forwarding services shall be based on the Affiliate's
standard purchasing charges in accordance with a price-list
provided each Calendar Year as per Appendix 1.4.
-.4. sati ] v ] ﬁ t
2.4.1. Transportation of Material and other related costs,
includingbut-aot-limited-to-origin~services—expesiting;
crating, dock charges, forwarder's charges, surface and air
freight, and customs clearance and other destination
services.
2.4.2. ransportation of employees as required in the conduct of
Joint Operations, including employees of OPERATOR
whose salaries and wages are chargeable under sections
2.2.2. and 2.2.3. of this Accounting Procedure. e
=
s
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2.4.3. Relocation costs to or from the Countries of Assignment of

employsss permanently or temporarily assigned to
Petroleum Operations, except when employee is reassigned
to or from another location classified as a foreign location
by OPERATOR , in which event the actual relocation costs
chargeable to the Joint Account shall not exceed the costs
which would bave been incurred had the employee been
reassigned to or from France.
Such costs shall include transportation of employee's
families and their personal and household effects and all
other relocation costs in accordance with the OPERATOR's
Affiliates usual practice.

No services shall be rendered unless it has been requested by
OPERATOR. The services may include but are not limited to:

2.5.1. Qutside services : the cost of consultants, contract services
and utilities procured from third parties.

2.5.2. IRA 's ATl

The cost of services provided by OPERATOR's Affiliates technical
and professional personnel not located within the Countries of
Assignment including, but not limited to, laboratory services,
geochemical analysis, geological and geophysical studies and
interprezation, engineering, reservoir studies and related
computer services and__data processing, accounting and
professional services. '

Costs shall include personnel costs charged at rates as per 2.2.3.
Costs shall also include all other costs, if any, necessary for such
technical and professional personnel to perform such services suca
as, but not limited to labcratory analysis, documentation.

the OPERATOR's Affiliates stanca:d price- hss provxded each
Calendar Year as per Appendix 1.

e} .
=-9. g to Joint v

All costs or expenses necessary for the repair or replacement of Joint
Property resulting from damage or loss incurred by fire, flood,
storm, theft, accideat, or any other causes. OPERATOR shall as soon
as practical furnish to Non-Operators written notice of each incident
causing damage or loss in excess of US § 100 000 (one hundred). <=
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Premiums for insurances placed for the account of the
Parties except that a Party not participating in such
insurance shall not share in the costs.

The actual expenditure incurred by OPERATOR in
settlement of any and all losses, claims, damages,
judgments and any other expenses, including legal
services, for the benefit of the Petroleum Operations.

All losses, damages, expenses and other liabilities and
financial consequences arising from Joint Operations and
materials acquired under this Agreement and not
recoverable from joint insurances obtained and maintained
pursuant to Article 4.7 of the Agreement shall be borne by
the Parties in proportion to their Participating Interests.

All proceeds or recoveries from joint insurance obtained
and maintained pursuant to Article 4.7 of the Agreement
shall be credited to the Parties participating in such
insurance in proportion to their Participating Interests.

cal Ex

All costs or expenses . not already.provided for under sub-section
2.5.2. and 2.7.2. hereof, for handling, investigating, defending and
settling litigation or claims arising by reason of the Joint
Operations or necessary to protect or recover the Joint Property
including, but not limited to attorney fees, court costs, cost of
investigation or procuring evidence, and amounts paid in settlement
or satisfaction of any such litigation or claims.

. SUBJECT TO PROTECTIVE ORDER

2.9

uti

All duties and taxes except OPERATOR's income taxes.

UYP3 003250
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»10. Qffices. Camps and other Fagilities

Cost of staffing, establishing, maintaining and operating any offices,
sub-offices, camps, warehouses, housing and other facilities
established for the main purpose of supervising, controlling or
serving the Joint Operation shall be charged to the Joint Account. If
such facilities are used to supervise and control other Joint
Operations or serve operations in addition to the Joint Operations
the costs shall be allocated according to sound and acceptable
accounting principles approved by the Operating Committee.

. QOverheads

2.11.1.  The contribution of the OPERATOR's Affiliates to the
Joint Operations of an intangible nature shall be deemed
compensated by an annual overhead charge based on a
sliding scale percentage.

2.11.2.  The basis for applying this overhead charge shall be the
total costs and expencitures incurred in, or in connection
with, the conduct of the Joint Operations during each
Financial Year, being a period of 12 months commencing
with 1st April and ending with 31st March next following,
or fraction thereof, but excluding overhead as allowed
under this section 2.11., bonuses paid in accordance with
section 11 of the Contract, and corporate income taxes
under Section 9 of the Contrac:.

The sliding scale percantage shall be the following :

For the first 5 Million U.S. Dollars four (4) percent

per Financial Year

For the next 3 Million U.S. Dollars two (2)  percent

per Financial Year

16

For the next 4 Million U.S. Dollars one (1)  percent

per Financial Year

Over 12 Million U.S. Dollars per half (0,5) percent

Financial Year
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If during a given Financial Year, the amount calculated

for such services on'the basis of these percentages is less

than One Hundred Thousand U.S. Dollars (U.S. $ 100,000)

such amount shall be increased up to said amount of

Dollars.

Difference between overheads to be paid under this
paragraph and under the Contract will be charged to the

Joint Account.

2.12. Oth iturs =3 -

2.12.1 Any other expenditure not covered or dealt with in the
foregoing provisions which are incurred by the
OPERATOR and its Affiliates for the necessary and
proper conduct of the Joint Operations.

2.12.2. The Parties agree that they will sharé an}: expenditure
not accepted by the MOGE as Operating Costs under the
Contrac: provided such expenditures are properly
chargeable to the Joint Account. In priaciple, parties will
seek to minimize such expenditures.

ION ATERI.

3.1. urch from thir rti .
Material purchased shall be chéged at the net cost to the
OPERATOR ; such net cost shall include the price paid by the = ™
OPERATOR to the Vendor after deduction of all discounts accually
received. Net cost shall include but shall not be limited to such items
as transportation, insurance, duties, licence fees plus a charge to
cover purchasing and forwarding costs.

3.2 Specific Stock of Material for the Joint Operations
After receiving the approval of the Operating Committee, the
OPERATOR shall maintain in Country of Operations a specific
stock of material for the Joint Operations (hereinafter the “Joint
Stock™). Such Joint Stock shall be financed and owned by all the
Parties pursuant to their respective percentage interests.

430

The cost of acquisition of such Joint Stock shall be included in the
cash calls sent to the Parties as per Section 1.6 above.

UYP3 003252
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Material required for operations or for maintzaizing the Joint Stock
shall .be purchased directly whenever practicable, except that
OPERATOR may furnish such material from its own stocks inside
and/or outside Country of Operations, in which case such material
shzll be charged as follows :

A) Material and ecuipment :

The OPERATOR may charge the cost of such material furnished
for use in the Joint Operations on the following conditions and
in accordance with the provisions of the Agresment:

(1) New material (Condition "A") which Zas never been used,
shall be priced at the delivered net price which shall not
exceed the price prevailing in normal arm's length
transaction on the open market.

(2) Used material (Condition "B")

(a) Material which is in sound and serviceable condition
and is suitable for re-use without reconditioning shall
be classified as Condition "B" and priced at not more
than seventy five percent (75 %) of new material as
specified in (1) above

(b) Material which cannot be classified as Condition "B"
but which :

(i) after reconditioning will be further serviceable
for its original function as good second-hand
material Condition “B", or

(ii) is serviceable for its original function but is
substantially unsuitable for reconditioning,

shall be classified as Condition “C" and priced at no
more than fifty percent (50 %) of the price of new
material as specified in (i) above. Any cost of
reconditioning shall be charged to the unconditioned
material provided that the Condition “C" material
value plus the cost of reconditioning does not exceed
the value of Condition "B" material of the same type.
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-

B) Consumables:
Consumables shall be priced at the weighted average price for
the warehouse stock of the consumable in question.

3.4. Warrantv

In the event of fau.lty material, any reimbursement from the
supplier shall be credited to the Parties.

OPERATOR does not warrant the material furnisced.

In case of defective material, credit shall not be passed to the Joint
Account until adjustment has been received by OPERATOR irom
manufacturers or their agents.

3.5. Disposals

. OPERATOR shall be under no obligation to purchase tke share of
Non-Operzators in new or used surplus material except under
mutuzally agreed terms.

. OPERATOR shall have the right to dispose of surplus material on
behalf of the Parties but skall not sell major items (being item
exceeding US § 100 000 in value) of physical assets owned by the
Parties without obtaining the prior approval of the Operating
Cormmittee.

. If there is no market for junk or obsolete material which has been
charged to the Joint Account, the cost, if any, of disposing of such
material shall be charged to the Joint Account.

. Proceeds from all sales shzll be credited to the Joint Account at
the net amount actually cgllected.

. New material shall be valued at the prevailing market price for
similar material.

. Used material shall be priced at seventy five (75) percent of the
prevailing market price for similar new material. 54
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Other used material shall be priced at a value commensurate
with its use, as approved by the Operating Committee.

Proceeds from all sales shall be credited to the Joint Account at
the net amount actually collected.

1.7, !nvgg!tnrlgs

OPERATOR shall maintain separetely detailed records of Specific
Stock and of materials for Exclusive Operations.

H 1) Periodical inventories

At reasonable intervals, but at least once a vear, inventories of all
Controllable Material shall be taken by OPERATOR. OPERATOR
snall give at least sixty (60) days advance written notice of intention
to take such inventories to allow Non-Operators 10 be represented
when any inventory is taken. Failure of Nen-Operators to be
represented shall bind Non-Operztors to accept the investory taken
by OPERATOR. Any Non-Operator's participation in the inventory
shall be at Non-Operator's sole expense.

Reconciliation of inveatory with the Joint Account shall be made
and a list of overages and shortages shall be furnished to Non-
Operators within sixty (60) days of the completion of the inventory.
Any inventory adjustment shall be made to the Joint Account
accordingly.

3) Special inv

Whenever there is a sale or the assignment of any Participating
Interest to a third party, a special inventory may be taken by the

OPERATOR, provided the seller apd/or purchaser of such

?micipating Interest agrees to bear all the expense thereof. In such
cases, both the seller and the purchaser shall be eatitled to be
represented and shall be bound by the inventory so takex.

Within thirty (30) days of change of Operator, a Joint Account
inventory should be taken. é
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SECTION 4
77,

; ible for establishing
.- ise agreed, OPERATOR shall be responsi : iskin
yn}gi:iftz:izng E control accounts for presentation to the MOGEC*?
mjordazzce with the Accounting Procedure attached to the CONTRACT,
;izept those which must be presented by each Party.
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0 rvi
as of [/L/[QQ;}
Y
«'W’?‘::_ B

. _..124500 FF/month oo
c2 - 106 200 FF/month

C3 88 800 FY¥/month
C4 56 400 FF/month
2. Assigmed personnel on a votation basis in :\’f&‘énmar Yangon -
Moartama) ES R ‘
Cil - 6 248 FF/werking day
C2 - 5272 FF/working day
C3 - 4192 FF/working day
C4 . 3384 [FF/working day
3. Per rator's Affiliat d outside Mv r workin
M 3 P c
FF¥lbhour MANAGER"| SENIOR | PROFESSIONAL CLERK
EXPERT o
DIR/DDP/DE 1100 805 583 375
Geographical Division 795 565 405 310
Additional charges
for mission 287 184 : 125 54
YANGON
Additional charges :
for mission 388 303 243 216
MOATTAMA
£
P
—
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1‘ TYPE OF SERVICE WOREKING UNIT UNIT PRICE
FH .
T Purchasing charges Ul Lump sum per purchase order 2 000
{ (purchasing + forwarding)
U2 Lump sum per forwarding only 1000
‘ U3 Percentage on purchase order value 4%
(purchasing + forwarding)
U4 Percentage on forwarding expenses 6%
{forwarding)
l Process calculadon Ul CPU process } 1
rRéservcir simulation Lump sum [
[ Photo Laboratory ‘ Ul Laboratory hour * 1300
Singapore office ‘ Ul U2 day senior ! 7100
U2 172 dav manager 9300
DE/Intergraph Ul Monthly subscription 4 500
U2 Batch CPU second 1.10
U3 Graph resident per hour 430
U4 Numbering hour 300
USs .Lump swn per 172 day 1000
DE/Integral Ul Integmal CPU 1
U2 Mico GGG 1/2 dav 1 000
DE/Documentation Ul Quateriy subscripdon 46 000
U2 Documentary information per 11
minute
U3 Geological data record, per 9
minute
U4 Transcription well tapeson 600
NQOD/per tape
US Exwraction of data files 300
off NOD/per file
Convex 210 supply Ul Computer resource urut 1.15
HP 9000 supply Ul Working unit plotting 1.15
VU2 Large format colour 290
U3 Other format, colours 230
U4 Black and White 200
U5 Black and White, large 220
format
HP 3000 supply Ul Worki i 2000 115
U2 Working unit HP 3835 1.15
U3 Working unit P 3DE1L 1.15
U4  Working unit HP 3IDVL?P 1.15
Convex 220 supply ( Ul Computer resource unit 1.15
DE/MASS spectrometer i Ul  Analysis 1 800
7
L
-‘/ 2
—
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AMENDMENT N'1
TO PRODUCTION OPERATING AGREEMENT
BETWEEN
TOTAL MYANMAR EXPLORATION AND
PRODUCTION
AND
UNOCAL MYANMAR OFFSHORE Co. Ltd
AND

PTTEP INTERNATIONAL LIMITED

S\

(.

UYP3 003260 438



( CONFIDENTIAL
- DOE v. UNOCAL
SUBJECT TO PROTECTIVE ORDER

This AMENDMENT, executed as on <4{£4.1995] by and between TOTAL MYANMAR
EXPLORATION AND PRODUCTION, a company incorporated in France (hereinafter
referred to as "TOTAL"), UNOCAL MYANMAR OFFSHORE CO. LTD, a company
incorporated in Bermuda (hereinafter referred as to "UNOCAL™ and PTTEP
INTERNATIONAL LIMITED,.a company incorporated in THAILAND (hereinafter
referred to as "PTTEPI").

TOTAL, UNOCAL and PTTEPI being hereinafter referred to individually as “Party™ and
collectively as the the "Parties™.

WITNESSETH

WHEREAS TOTAL and UNOCAL have signed on June 1st 1994 a Production Operating
Agreement ("the POA") in order to define their respective rights and obligations with
respect to their operations in the Union of Myanmar under certain Contract (as defined
in the POA) with MYANMAR OIL AND GAS ENTERPRISE (hereinafter "MOGE") ;

WHEREAS TOTAL and UNOCAL have assigned to PTTEPI by virtue of an Assignment
Agreement and effective upon the Effective Date of such Assignment Agreement an
undivided participating interest of thirty percent (30 %) in the interests, rights,
privileges, duties and obligations of Contractor under the Contract ;

NOW THEREFORE in consideration of the mutual premises and coveriants contzined
herein the Parties agree to amend the aforesaid POA as follows :

ARTICLE 1

As result of the aforementioned transfer and assignment. Article 3.1 (A) of the POA shall
read as follows :

"The Participating Interest of the Parties are :

TOTAL  thirty six and seven five tenth percent (36.7500 %)

UNOCAL thirty three and two five tenth percent (33.2500 %)

PTTEP] thirty percent {30.0000 %)".
ARTICLE 2

FITEPl-hereby-accepis—and -2 grees-to-be~bound-by—all-terms-and=-conditions—o0f-the

Contract and of the POA. /

E

(\\)
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ARTICLE 3

Article 17 of the POA, "Notices" is completed as follows :
"PTTEP INTERNATIONAL LIMITED

555 Vibhavadi Rangsit Road
BANGKOK 10800 THAILAND

Fax : (02) 537-3749, 537-3643 s

P o . s

Telex: 20610 PTTEP TH ‘ Al =
Attention : Viset CHOOPIBAN

ARTICLE 4

This Amendment n°1 shall become effective and binding upor the Parties as of the
Effective Date of the Assignment Agreement hereinabove referrec to,.it being understood
that the financial provisions of the POA related to recovering cos:s and expenses (Cost
Petroleum) shall apply from July 9th 1992.

The provisions of the POA which are not expressly amendec by this Amendmen: n°1
shall remain in full force and effect.

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

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

B‘x’:'sB\ A _\__QL,,_,

BY:JM BEUQUE ,-‘\\- BC—-—Q~
A i~ T A -

+
w—

TITLE : Chief Executive Officer TITLE: @ ~s.Aa~" S

PTTEP INTERNATIONAL LIMITED- ..

el -
- \ . ;s -
7 - / .‘. -
BY.Viset-LHOOPIBAN i =,
AN '
!

TITLE : Chairman and President

UYP3 003262
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TOTAL MYANMAR EXPLORATION AND PRODUCTION
JFA/hmMs/94.186 : Paris. Jumwaa, <9 % 1985
J &

1D RONP jad CONDMENT

5 This Side Lerter is an additional agreement to the Assignment Agreemen: and Amendment N°1
to the Production Operating Agreement both dated 3‘«%@\54?"‘ 1295 between TOTAL 7
MYANMAR EXPLORATION AND PRODUCTION (TOTAL), UNOCAL MYANMAR OFFSHOAE
CO., LTD. (UNOCAL) and PTTEP INTERNATIONAL LIMITED (PTTEPI.

On '3«.-“»««3}1‘/4 1995 TOTAL and UNOCAL have assigned 10 PTTEPI an undivided
- participating interest of thirty percent (30 %) in the interests. rights, privileges, duties and
obligations of Contractor under the Memorandum of Understanding (MOU), Production Sharing
Contract (PSC) both dated July 9, 1992 and the Production Operating Agreement {POA} dated
June 1, 1984 by virtue of the Assignment Agreement.

By this Side Letter, TOTAL agrees to accept a limited number of qualifies secondees from PTTEPI

1o work in the Moarntama Gas Project. The parties shall establish the detailed secondment

;24 . programme within three months after the éé\::‘_-:égte of the Assignment Agreement. The
C agreed costs of secondment shall be charged to the Joint Account.

This Side Letter shall inure to the benefit of and be binding upon the Parties hereto.

F‘G’! t falaeisd U!n:n {21
Agreed and accepted TOTAL MYANMAR SXPLORATION AND
for and on behalf of PRODUCTION

PTTEP INTERNATIONAL LIM[IE,Q‘
[N Ry

& s “'&
‘ A LR M
M &’La')-/ﬁg /‘.’?) i
2

Mr. Viset CHOOPIBAN ™ > o Mr. JM. BEUQUE
UYP3 003263 -
p %
P a41 a

TOUR TOTAL 2¢ COURS MICHELET CEDEX ¢7 92068 PamiS LA DEFENSE TEL. 33 (1) €1 35 40 00. FAX 33 (1) 41 35 30 12. TELEX 6158 YO F
TOTAL MYANMAR SOCIETE ANONYME AU CAPITAL DE F. 250.000. ACS NANTERRE 8§ 38 303 [~ 3
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AMENDMENT N*2

TO PRODUCTION OPERATING AGREEMENT

BETWEEN

TOTAL MYANMAR EXPLORATION AND

PRODUCTION

AND

UNOCAL MYANMAR OFFSHORE Co. Ltd

AND

PTTEP INTERNATIONAL LIMITED

AND

THE MYANMA OIL AND GAS ENTERPRISE

UYP3 003264
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4 ( K 3l Joy oL Ourtery
This AMENDMENT, executed as on -Y-"—-1995, by and between TOTAL MYANMAR

EXPLORATION AND TR0DUCTION, a company incorporated in France (hereinafter
referred to as "TOTAL"), UNOCAL MYANMAR OFFSHORE COQ. LTD. 2 company
incorporated in Bermuda (hereinafter referred as to “UNOCAL") PTTEP

INTERNATIONAL LIMITED, 2 company incorporated in THAILAND (hereinafter
referred to as "PTTEPI"), and THE MYANMA QIL. AND GAS ENTERPRISE. an

enterprise organized and existing under the laws of the Union of Myanmar (hereinza&er
referred to as "MOGE").

TOTAL, UNOCAL, PTTEPI and MOGE being hereinafter referred to individually as
“Party” and collectively as the "Parties”™.

WITNESSETH

WHEEREAS TOTAL and UNOCAL have signed on June 1st 1994 a Production Opera:zing
Agreement in order to define their respective rights and obligations with respect to their
operations in the Union of Myanmar under certzin Coarac: (a5 defined in said

Production Operating Agreement) with MOGE ;

WHEZREAS TOTAL and UNOCAL have assigned to PTTEPI efeztive Tom January 9th
1993, each in proportion to its participating interes:, an undivided participating interes:
of thirty percent (30 %) in the interests, rights, privileges, du:ties and obligarions of
Contractor under the Conwract ;

WHEREAS TOTAL, UNOCAL and PTTEPI have signed or January 29th 1985 the
Amencment n® 1 to the Production Operating Agreemen: (both documen:s together
referred to 2s the "POA") embodying PTTEPI's participation in and under the Conwrac:

and the POA ;
WHEREAS TOTAL, UNOCAL and PTTEPI have assigned to MOGE efective &om
February Sth 1993, each in proportion to its participating interest, an undivided
participating interest of fifteen percent (15 %) in the interests, rigats, privileges, duties
and obligations of Conmractor under the Contract ; ’

NOW TEEREFORE in consideration of the mutual premises and covenants contained
herein the Parties agree to amend the aforesaid POA as follows :

ARTICLE 1
As result of the aforementioned transfer and assignment, Article 3.1 (A) of the POA shall

read as follows:

“The Parzicipating Interest of the Parties are :

TOTAL  thirty one and twenty three seventy five tenth percent (31.2375 %)
UNOCAL twenty eight and twenty six twenty five tenth percent (28.2625 %)
PTTEPI twenty five and {ifty tenth percent (25.5000 %)

MOGE fifteen percent (15.0000 @)"
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Article 18.2 Dispute Resolution, of the POA shall read as follows :
"18.2. Dispute Resolution

(a)

®)

<

Any dispute, controversy or claim arising out of or in relation to or in
connection with this Agreement or the operations carried out under this
Agreement, including without limitation any dispute as to the validity, -
interpretation, enforceability or breach of this Agreement, shall be
exclusively and finally settled by arbitration, and either Party may submit
such a dispute, controversy or claim to arbitration.

The arbitration shall be held and determined by three (3) arbitrators. Each
side.shall appoint an arbitrator of its choice within thirty (30) Days of the
submission of a notice of arbitration. The Party-appointed arbitrators shall
in turn appoint a presiding arbizrator of the tribunal within twenty (20)
Days following the appointment of both Party-appointed arbizrators. If the
Party-appointed arbitrators cannot reach agreement on a presiding ’
arbitrator of the tribunal and/or one Party refises to appoint its Party-
appointed arbitrator within said twenty (20) Day period, the appointing
zuthority for the implementation of such procedure shall be designated in
accordance with the UNCITRAL Arbitration Rules zs at present in force.
All decisions and awards by the arbizration tribunal shzll be made by

majority vote.

Unless otherwise expressly agreed in writing by the Parties to the
arbitration proceedings :

(1)  The zrbization proceecings shall be held in Singapore.

(2 The arbitrztion proceedings shall be conducted in the English
language and the arbitrators shall be fluent in the English

language.

(3)  The arbitrators shall be and remain at 21l times wholly independent
and impartial,

CY The arbitration proceedings shall be conducted in accordance with

te kot

" »

(5)  Any procedural issues not determined under the arbiral rules
selected pursuant to Article 18.2.(C) (4) shall be determined by the
law of the place of arbitration, other than those laws which would
refer the matter to another jurisdiction.

(6)  The costs of the arbitration proceedings (including attorneys’ fees
and costs) shall be borne in the manner determined by the

arbitrators.

(1) The decision of a majority of the arbitraters shall be reduced to
writing ; final and binding without the right of appeal ; the sole and
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exclusive remedy regarding any claims, counterclaims, issues or
accountings presented to the arbitrators ;: made and promptly paid
in U.S. Dollars free of any deduction or offset ; and any costs or fees
incident to enforcing the award, shall to the maximum extent
permitted by law, be charged against the Party resisting such
enforcement.

(8) Consequential, punitive or other similar damages shall not be

allowed ; provided, however, the award may include appropriate

- punitive damages where a Party has engaged in delaying and
dilatory actions. - “;M 1 L o~ E N

)] The award shall include interest from the date of any breach or

violation of this Agreement, as determined by the arbitral award,

and from the date of the award until paid in full, at the Agreed

Interest Rate. ‘

(10) Judgment upon the award may be entered-in any court having
jurisdiction over the person or the assets of the Party owing the
judgment or application may be made to 'su'ci'x';\:oun for a judicial
acceptance of the award and an order of enforcement, 2s the case

may be.

(11) Whenever the Parties are of more than one nationality, the
presiding arbitrator shall not be of the same nationality as any of
the Parties or their ultimate parent entities.”

ARTICLE 3

In Article 20-2 (A) and (B) of the POA the figure "fifty percent (50 %) is deleted and
substituted by "sixty percent (60 %)".

ARTICLE 4

MOGE hereby accepts and agrees to become a party to and be bound by all terms and "~ -
conditions of the POA as amended by the present Amendment n® 2.

ARTICLES
Article 17 of the POA, "Notices” is amended and completed as follows :

UNOCAL MYANMAR OFFSHORE CO.LTD
¢/o Unocal Asia-Pacific Ventures, Ltd

501 Orchard Road

104-06/08 Lane Crawford Place

Singapore 238880

Tel. (65) 732.7600

Fax. (65) 735-0760

Attention : JOHN G. VANDERMEER

UYP3 003267 o Q{
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( CONFIDENTIAL
SUBJECT TO PROTECTIVE ORDER

THE MYANMA OIL AND GAS ENTERFPRISE
74/80 Min Ye Kyaw Swa Road

YANGON, UNION OF MYANMAR

Fax : 95-1.22964/22965

Tel : 95-1-21049

Telex : MYCORP BM 21307

Attention : Managing Director

ARTICLE 6

This Amendment n®2 shall become effective and binding upon the Parties as of the 8th
February 1995, it being understood that the financial provisions of the POA related to
recovering costs and expenses (Cost Petroleum) shall apply from July 9th 1992

The provisions of the POA which are not expressly amended by this Amendment n*2

shall remain in full force and effect.

IN WITNESS WHEREOF, this Agreement has been duly signed in four originals by the
Parties hereto on the date first above written.

TOTAL MYANMAR EXPLORATION UNOCAL MYANMAR
Co. Ltd

AND PRODUCTION

: John G. VANDERMEER

BY : XM. BEUQUE
TITLE : Directeur Général TITLE : President
PT‘IEP INTERNATIONAL LIMITED THE MYANMA OIL AND GAS
' ENTERPRISE
% OL s ;
BY : Viset CHOOPIBAN BY:U KYA7/

TITLE : Chairman and President TITLE : Mznagi g/ Director
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