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AN ACT RATIFYING THE PRODUCTION SHARING CONTRACTS WITH
ADDENDA FOR BLOCKS LB 11 AND 12 SIGNED BETWEEN THE NATIONAL
1L COMPANY OF LIBERIA (NOCAL) ON BEHALY OF THE REPUBLIC OF
LIBERIA AND-ORANTO PETROLEUM LIMITED.,

his t:nm:lx'_{ad by the Senate-and House of Representatives of the Republic of Liberia in
|Legislature Assembled:

Nection E' That from and immediately after the passage of this Act, PRODUCTION
SHARING CONTRACTS WITH ADDENDA FOR BLOCKS LB 11 AND 12 SIGNED
METWEEN THE NATIONAL OIL COMPANY OF LIBERIA (NOCAL) ON BEHALF
OF THEREPUBLIC OF LIBERIA AND ORANTO PETROLEUM LIMITED
ik herein recited below word for word in the equally authentic English Version be, afd

' e sume is hereby ratified.

BECTION II: SHORT TITLE: This Act Ratifying the Production Sharing Contracts
with Addenda for Blocks LB 11 and 12 signed between the National Oil Company of
Liberia (NOCAL) on behalf of the Republic of Liberia and Oranto Petroleum Limited,
My als&be officially cited as the PRODUCTION SHARING CONTRACTS ACT OF
. NDCAL-AND ORANTOPETROLEUM LIMITED.

BECTIONTII: That any and aH obligations, covenants, terms and conditions as
ained in the above mentionéd Production Sharing Contracts shall be carried to full.
pletion, -

NECTION IV: This Act shall take effect immediately upon the publication into hand-
bl
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PRODUCTION SHARING CONTRACT

BETWEEN

The Republic of Liberia, (STATE) represented for the purposes of this
Contract by the National Oil Company of Liberia (NOCAL), a company
incorporated under the laws of Liberia;

Oranto Petroleum Limited, a company incorporated under the laws of
Nigeria, hereinafter referred to as (Contractor).

WHEREAS

« the discovery and exploitation of Petroleum are important for the interest
and the economic developmant of the country and its people;

« NOCAL wishes to undertake operations for exploration for exploitation,
transportation, storage, processing and marketing of Petroleum;

+ MNOCAL has the mining rights in respect of Petrolsum exploration and
exploitation over the entirety of available areas in Liberia including the
Delimited Area defined hereinafter;

+ NOCAL wishes to promote the development of the Delimited Area, and the .
Contractor wishes to cooperate with NOCAL by assisting It in the
exploration for and production of the potential resources within the
Delimited Area, and thereby encouraging the economic growth of the
country;
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» the company which is a Party to this Contract shall be the Contractor; and

= the Contractor represents that it has the financial resources, the technical
competence and the organization capacity necessary to carry out in the
Delimited Area the Petroleum Operations specified hereinafter.
¢

NOW, THEREFORE, THE PARTIES HEREBY AGREE AS FOLLOWS:
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The following terms used in this Contract shall have the following meaning:

1.1. CALENDAR YEAR means a period of twelve (12) consecutive months
beginning on January first (1st) and ending on the following December
thirty-first (31st), according to the Gregorian calendar,

1.2. CONTRACT YEAR means a period of twelve (12) consecutive months
beginning on the Effective Date or on the anniversary thereof,

1.3.  FISCAL YEAR means a perlod of twelve (12) consecutive months

beginning.on dafuary first (1*) and ending on the following December
thirty-first (31%).

1.4. BARREL means U.S. barrel, l.e., 42 U.8. gallons measured at a
temperature of 60°F and under an atmospheric pressure.

1.5. BUDGET means the itemized cost estimates of the Petroleum -
Operations described in an Annual Work Program.

1.6. EFFECTIVE DATE means the date on which this Contract comes into
force and effect, as defined in Aricle 37,

1.7. CONTRACTOR means the company that shall be the operator and
shall conduct Petroleum Operations,

1.8. CONTRACT means this Production Sharing Contract and its
appendices forming an integral part hereof, together with any
- extension, renewal, replacement or modification hereto, which may be
mutually agreed between the Parties.

1.8. PETROLEUM COSTS means all expenditures actually incurred and
paid by the Contractor for the purposes of the Petroleum Operations
under this Contract, and determined in accordance with the Accounting
Procedure attached hereto as Appendix 2.

1.10. DOLLAR means dollar of the United States of America.

1.11. NATURAL GAS means methane, ethane, propane, butane and dry or
wet gaseous hydrocarbons, whether or not associated with Crude Oil,
as well as all gaseous products extracted in association with
Petroleum, such as, without limitation, nitragen, hydrogen sulfide,

carbon dioxide, helium and water vapaor, J
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1.12.

1.13.

1.14,

1.15.
1.16,

AT

1.18.

1.19#

1.20.

1.21.

1 lzzl

1.23.

1.24,

ASSOCIATED NATURAL GAS means Natural Gas which exists In a
reserveir in solution with Crude OIl which is or could be produced in
assoclation with Crude OIl,

NON-ASSOCIATED NATURAL GAS means Naty ral Gas other than
Assoclated Natural Gas.

FIELD means a commerclal accumulation of Petroleum in one or
several ovarlaying horizons, which has been g Ppraised in accordance
with the provislons of Articla 11, i '

PETROLEUM means Crude Ol and MNatural Gas,

PETROLEUM OPERATIONS thans all the Petroleum exploration,
appraisal, development, production, transportation and markating
Operations, and morel genarally zany other operations directly
assoclated therewith, carried out under this Contract,

FERTIEETEFQ?QW and the Contractor; and PARTY mesns - -
elther NOCAL or'tfe Contractor. '

APPRAISAL PERIMETER means any part of the Delimited Area
where one or more Petroleum discoveries have been made, and in
respact of which NOCAL has granted to the Contra ctor an exclusive
appraisal authorization for the purpose of appraising the extent of said
discoverias,

EXPLOITATION PERIMETER means any part of the Delimited Area in
respect of which NOCAL has granted to the Contractor an exclusive
exploitation authorization,

CRUDE OIL means crude mineral oll, asphalt, ozokerite, and all kinds
of Petroleum and bitumen, elther solid or liquid in their natural condition ;
or obtained from Natural Gas by condensation or extraction, Including
sondensates and Natural Gas liquids.

ﬁELI.I'VEH:'I; POINT means the F.0.B, point connecting the loading
facilities to the vessel then loading Crude Qil in the Republlc of Liberia
or any other transfer point mutually agreed between the Parties.

TOTAL PRODUCTION means the total production of Crude Oil or the
total production of Natural Gas obtain ed from the whole Delimited Area
less the quantities used for the requirements of the Petroleum
Operations and any unavoldable losses.

ANNUAL WORK PROGRAM means the document describing, item by
itern, the Petroleum Operations to be carried out during a Calendar
Year within the Delimited Area and in each Exploitation Perimeter, if
any, established In accordance with the Contract,

DELIMITED AREA means the area in res pect of which NOCAL under
this Contract, grants to the Contractor an exclusive exploration ri
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1.25.

1.26.

The areas surrendered by the Contractor in accordance with the
provisions of Articles 3.5 and 3.6 shall be deemed as excluded from the
Delimited Area, which shall be reduced accordingly. Conversaly, the
Exploitation Perimeter(s) shall be an integral part of the Delimited Area
during the term of the relevant exclusive exploitation autherization.

AFFILIATED COMPANY means:

* a company or any other entity which directly or indirectly controls
or is controlled by any entity constituting the Contractor; or

. a company or any other entity which directly or indirectly controls
or is controlled by a company or entity which itsalf directly or
indirectly controls any entity constituting the Contractor.

Such "control" means direct or indirect ownership by a company or any
other entity of more than fifty percent (50%) of the shares, conferring

Apfing rights, forming the stock of another company.

THIRD PARTY means a company or any other entity, other than the
Contractor, which does not come within the foregoing definition.

CEELEZTIE -~ ¥
- 1k AEhE e o - raa
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| W - ARTICLE 2

SCOPE OF THE CONTRACT

i,.' 24. This Contract is a Production Sharing Contract and includes all the
provisions of the agreement between NOCAL and the Contractor.
1

| 22. NOGCAL authorizes the Contractor to be the Operator pursuant to the
' | \arms set forth herein and to carry out the useful and necessary
Petroleum Operations in the Delimited Area, on an exclusive basis.

2.3, The Contractor undertakes, for all the work necessary for carrying out

| the Petroleum Operations provided for hereunder, to comply with good

| international petroleum industry practice and to be subject to the laws

! and regulations in force in Liberia unless otherwlse provided under this
- Contree: ey AT

_ 2.4. The Contractor shall supply all financial and technical means
;| " necessary for the proper performance of the Petroleum Operations.

' | 2.5. The Contractor shall bear alons tha financial risk assoclated with the
|| performance of the Petroleum Operations. The Petroleum Costs

related thereto shall be recoverable by the Contractor in accordance

with-the provisions of Article 16.2.

a event of production, tha Total Production
ons shall be shared between the

b in Articles 16.2 and 16.3.

ihe area as defined

| 3.8 During the term hereof, in th
| arising from the Peatroleum Operali
Parties according to the terms sat fo

I|' _ 2 7. On the Effective Dats, the Delimited Area shall be
in Appendix 1. '

| 28. The Contractor shall furnish NOCAL
data: to hereunder, including without limitation any agreement

.. binding 20; gntities cornistituting the Contractor. /

with all reports, information and

/
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' ARTICLE 3 b

DURATION OF EXPLORATION PERIODS AND SURRENDERS

3.1. The exclusive exploration authorization is hereby granted to the
Contractor for a first period of Four (4) Co ntrac:lu al Years in respect of
the entire Delimited Area. WS

3.2. If during the first axploration period set forth above the Contractor has
fulfilled the exploration work commitments defined in Article 4, as
ascertained by the Government, the exclusive exploration authorization
shall, at the Contractor's request, be renewed for a second exploration
period of Two (2) Contractual Years.

3.3. If, atthe endof such Eamndﬂxpimahun period and provided that it has
- “fulfited its Wark commitments @88t 1oith above, the Contractor so

requests, a third exploration pericd shall be authunzﬂd for Two (2)
Contractual Years,

3.4. The applications referred to in Articles 3.2 and 3.3 shall be made at

least sixty (60) days prior to the expiration of the current exploration
period.

3.5. The Contractor shall surrender at least the following surfaces:

{a) Twenty percent (20%) of the initial surface of the Delimited Area at
the expiration of the first exploration period.

-

(b) Twenty percent (20%) of the Initial surface of the Delimited Area at
the expiration of the second exploration period.

Such surrenders shall be constituted of one block of a simple
gepmetrical shape delimited by north-south, east-west llnEE or by
matarat beundafies-of the area concerned,

For the purpose of computing the surface to be surrendered, the
surface in respect of any Exploitation Perimeter shall be deducted from
the initial surface of thﬂ_DEIImttEd Area.

The surfaces previously surrendered pursuant to the provisions of
Artlcle 3.6 shall be deducted from the surfaces to be surrendered.

Subject ta its compliance with the above-mentioned requirements, the
Contractor shall have the right to determine the areg to be surrendered.

| %&J
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The Contractor undertakes to furnish NOCAL with a precise description
and a map showing the detalls of the surrendered areas and those
' retained, together with a report specifying the work carried out in the
! surrendered areas from the Effective Date and the resulls obtained.

3.6. During any exploration pericd, the Contractor may, at any time, notify
NOCAL that it surrenders on the whole or any part of the Delimited

Area the rights granted to it by giving sixty (60) days' notice to that
effect.

Mo surrender during or at the expiration of any exploration period shall
reduce the work commitments and the investment obligations set forth
in Article 4 for the current exploration period.

In the event of surrender, the Contractor shall have the exclusive right
to retain, for their respective term, the surfaces in respect of Appraisal
Perimetars and Exploitation Perimeters which would have been
grantad and to Sy . out the Petroleum Operations therein.

3.7. At thea Bxpiratiun nf' the third Enpburatmn pancd set forth in Article 3.3,
the Contractor shall surrender the whole remaining surface of the
Delimited Area except as to any Appraisal Perimeters and Exploitation
Perimeters which would have then been granted.

3.8. |f at the expiration of all the exploration periods the Cnnt;ralctur has not , ==
obtained an exclusive appraisal authorization or an exclusive
exploitation authorization, this Contract shall terminate.

3.9. The termination of this Contract, whatever the reason thereof, shall not
relieve the Contractor of any obligations under this Contract incurred
prior to, or arising from, said termination and which shall be fulfill

,J/.‘
b R LR R ey

g T g i /
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ARTICLE 4

EXPLORATION WORK COMMITMENTS

4.1. The Contractor shall commence the geclogical and seismic work within
three months from the Effective Date.

4,2, The Contractor, during the first exploration period defined in Article 3.1,
shall carry out the following minimum work:

. 1500 square kilometers of 3D seismic survey and

4.3. The Contractor, during the second exploration period defined in Article
3.2, shall carry out the following minimum work provided a
= Ogmifarerlly Viable grééplct is defined frai¥iEthic and geological

Cwork:

. Cne (1) exploratory well.

4.41 The Contractor, during the third exploration period defined in Article .
3.3, shall carry out the following minimum worlk:

. One (1) exploratory or appraisal well if hydrocarbons have been
found in commerclally viable quantities.

4.4. Each of the exploratory wells referred to above shall be drilled to a
minimum depth of 1000 meters, after deduction of the water depth, or
to a lesser depth if the continuation of drilling performed in accordance
with good international petroleum Industry practice is prevented for any
of the following reasons:

(a) the basement is encountered at a lesser depth than the |
= mintigm eantractual depth;

(b) continuation of drilling presents an obvious danger due to the
exlstence of abnormal formation pressure; !

{c)  rock formations are encountered the hardness of which
3 prevents, in practice, the continuation of drilling by the use of
appropriate equipment;

(d) -petroleum formations are encountered the crossing of which

requires, for their protection, the laying of casings preventing the
minimum contractual depth from being reached.

In the evant that any of the above reasons cccurs, the exploratory well
shall be deemed to have been drilled to the minimum tractual
depth.

%| Page 9 of 75

o e N T A




4.5.

4!&!

Notwithstanding any provision in this Article to the contrary, NOCAL
and the Contractor may, at any time, agree 1o abandon the driliing of &
well at a lesser depth than the minimum contractual depth.

In order to carry out the exploration/a ppraisal work defined in Arlicles
4.2 1o 4.4 in the best tachnical conditions in accordance with good
international petroleum industry practice, the Contractor undertakes to
spend the following minimum amounts:

()  Four point five (4.5) million Dollars during the first exploration
period defined in Article 3.1;

(f) Six (6) million Dollars during the second exploration period
defined in Article 3.2;

(@)  Six (6) million Dollars during the third exploration/appraisal
period defined in Article 3.3.

If during the exploration period the Contractor has performed its work
commitments for an amount lesser than the amount specified above, it
B @ deemed to have fulfillad its investment abligations relating to
that period. Conversely, the Contractor shall perform the entirety of its
work commitments set forth in respect of an exploration period even if it
results in exceeding the amount specified above for that period.

If at the expiration of any of the three (3} pericds defined In Aricles 3.1,
3.2 and 3.3 or upon the date of surrender of the whole Delimited Area,
or upon the date of termination of this Contract, the Contractor has not
fulfilled its work commitments set forth in this Article, it shall pay as
compensation to NOCAL, within thirty (30) days after that date of
axpiration, surrender or termination, the unspent balance of exploration
wark commitments above-defined for the cu rrent exploration period.
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ARTICLE 5

-y

ESTABLISHMENT AND APPROVAL OF
ANNUAL WORK PROGRAMS AND BUDGETS

3.1.  Atleast three (3) months before the beginning of each Calendar Year,
or for the first year, within one (1) month from the Effective Date, the
Contractor shall prepare and submit for approval to NOCAL an Annual

| Wark Program togather with the related Budget for the entire Delimited

Area, specifying the Petroleum Operations that the Contractor

proposes to perform during that Calendar Year and their cost,

3.2. I NOCAL wishes to propose any revisions or modifications to the

Petroleum Operations specified in said Annual Work Program, it shall,
J withirt tHifty'(30) days after receipt 6 that Program, so notify the

Caontractor, presenting all justifications deemed useful. In that event,

NOCAL and the Contractor shall meet as soon as possible to consider
the proposed revisions or modifications and to mutually establish the
Annual Work Program and the related Budget In its final form, in
accordance with good international petroleum industry practice. a
ik However, during the Exploration Period, the Annual Work Program
and the related Budget established by the Contractor after the above
mentioned meeting shall be deemed to be approved provided that they
comply with the obligations set forth in Article 4.

Each part of the Annual Work F‘rEgrarn and Budget in respect of which
NOCAL has not proposed any revision or modification within the period

\ of thirty (30) days above-mentioned, shall be carried out by the
Contractor within the stated time.

B o SEL Y 2" L PR TR | 0 L
Sheyld NOCAL fall 1@ petify.the Contractar.of its wish for ravision or g
modification within the period of thirty. (30) days above-mentioned, such
Annual Work Program and the related Budget submitted by the
Contractor shall be deemed to be approved by NOCAL.

5.3. Itis agreed by NOCAL and the Contractor that the Contracter may
acquire knowledge as and when the work is implemented, or certain
events may justify changes to the details of the Annual Work Program.
In that event, after notification to NOCAL, the Contracter may make
such changes provided that the basic objectives of said Annual Work
Program are not modified. eV
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ARTICLE 6 s

CONTRACTOR'S QOBLIGATIONS IN RESPECT OF
THE EXPLORATION PERIODS

6.1. The Contractor shall provide all the necessary funds and purchase or

hire all the equipment, facilities and materials required to carry out the
Petroleum Operations.

6.2. The Contractor shall provide all technical assistance, including the
personnel required to carry out the Petroleurn Operations.

6.3. The Contractor shall be responsible for the preparation and
performance of the Annual Work Programs which shall be carried out in
the most appropriate-manmer in observande of good international
petroleum industry. practice.

8.4. The Contractor undertakes to take all the reasonable and practical

steps to:
(a) ensure the protection of water-bearing strata encountered during 3
its work;

(b)  carry out the tests necessary for determining the value of any
show encountered during drilling and the exploitabllity of any
I possible Petroleum discoveries;

(c) avoid losses and discharges of Petroleum produced as well as
losses and discharges of mud or any other product used in the
Patroleum Operations.

6.5. All works and facilities erected by the Contractor hereunder shall,

- according to thelr nature and tadhe circumstanges,. be built, placed,
signaled, marked, fitted and preserved so as fo allow at any time and in
safety free passage to navigation within the Delimited Area, and
without prejudice to the foregoing, the Contractor shall, in order to
facilitate navigatian, install the sound and optical devices approved or
required by the competent authorities and maintain them in a manner
satisfactory to said authorities.
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|- 8.6 In théd exarcise of its rights to bulld, carry out work and maintalnlﬂﬂ ;
h facilities necessary for the purposes herecf, the Coniractor ghall no
- disturb any existing graveyard or building used for religious purpususl.th '
nor cause a nuisance o any government or public building, except wad
the prior consent of NOCAL, and shall make good the damage caus
by it in that event. i -

6.7. Inits conduct of Petroleum Operations, the Contractor !.mdﬁrtahEE to
take all necessary precautions to prevent marine poliution.

In order to prevent pollution, NOCAL and Contractor agree that the
Contractor shall observe all existing international environmental
protocols, regulations and rules as may be applicable to prevent
pollution and preserve the environment. NOCAL and the Contractor
shall meet and consider any measure which may be necessary 10
preserve the environment.

6.8. The Contractor and its subcontractors shall be cbligated to give = -
preferance to enterprises fd goods from Liberia, if conditions of price,
quality, delivery time and'terms of payment are similar.

it e i
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.4,

I.2.

7.3

7.4,

ARTICLE 7

CONTRACTOR'S RIGHTS IN RESPECT OF
THE EXPLORATION PERIODS

Without prejudice to the provisions hereof, the Contractor shall have

the right to carry out the Petroleum Operations within the Delimited
area. Such right includes, inter alia;

(@)  full responsibility for, management of and control over all the
Petroleum Operations;

(B)  authority to exercise any of the rights conferred he reby through
: agents and independent ¢ntractors, and to pay accordingly any
of thelr expenses and costs in the place and in the currency
chosen by the Contractor,

The Contractor shall have the right to clear the ground, dig, perforate,
drill, build, erect, place, supply, cperate, manage and maintain ditches,
pools, wells, trenches, excavations, dams, canals, water conduits,

- plants, tanks, basins, maritime and other storage facilities, primary

distillation units, first-extraction gascline separator units, sulfur plants,
and other facilities for Petroleum production, together with the
pipelines, pumping stations, generator units, power plants, high voltage
lines, telephons, telegraph, radio and other communication facilities,
factories, warehouses, offices, employees' housing, hospitals,
premises, ports, docks, harbors, dikes, jetties, dredges, sea walls,
under water piers and other facilities, ships, vehicles, railways,
warehouses, workshops, foundrigs, repair shops and all the auxiliary

_services which are necessary for or useful to the Petrolsum Operations

or in connection therewith; and il additional facilities which are or may

become necessary for or reasonably subsidiary to the carrying out of
the Petroleum Operations,

The agents, employees and representatives of the Contractor or its
subcontractors shall have the right, for the purposes of the Petroleum
Operations to enter into or lsave the Delimited Area and shall have free
access to all the facilities set up by the Contractor.

The Contractor shall have the right, subject to the payment of fees
applicable in Liberia, to remove and use the surface soil, mature
timber, clay, sand, limestone, gypsum, stones and other similar

materials which may be necessary for the performance of the
Petroleum Operations.

With the consent of the competent administrative services, th
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Contractor may make reasonable use of such materials for the
performance of the Petroleum Operations, subject to payment of fees
applicable in Liberia, when they are located on land owned by tha

STATE and placed in the vicinlty of the land where said Operations are
ltaking place.

The Contractor may take or use the water necessary for the Petroleum
Operations, provided that existing irfigation or navigation are not

impaired and that land, houses or walering places for livestock are no
deprived of a reasonable quantity of water.

-

b
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ARTICLE B

ACTIVITY REPORTS DURING THE
. { EXPLORATION PERIODS AND
|' SUPERVISION OF PETROLEUM OPERATIONS

J 8.1. NOCAL shall own and may freely use all the original data and

_ documents relating to the Petroleum Operations such as, but without
' limitation, records, samples, geological, geophysical, petrophysical,
4 drilling and operating reports.

8.2, The Contractor undertakes to fumish NOCAL wrth thla following
{ -pefpdigteports: i ..f"‘

| (a) dali‘r reports on drilling operations;
| (b)  weekly reports on seismic operations;

(c)  within thirty (30) days after each Calendar quarter, a report on ey
: the Patroleum Operations carried out together with a detailed

[ statement on Petroleum Costs in respect of the preceding

- quarter;

N . (d)  prior to the end of February of each Calendar Year, an annual

' report on the Petroleum Operations carried out together with a
i detailad statement on Petroleum Costs in respect of the

| |. I preceding Calendar Year.

8.3. In addition, the following reports or documents shall ba furnished to-
WNOCAL as soon as they are prepared or obtained:  —

{a) acopy of all geological surveys and syntheses together with the
related maps;

(b) acopy of all geophysical surveys, measurement and
interpretation reports, map profiles, sections or other documents
related thereto, as well as, at NOCAL's request, the originals of
all recorded seismic magnelic tapes;

()  acopy of the drilling location and completion report for each well
tegether with a complete set of recorded logs,

(d) a copy of all drill tests or production tests together with any study
relating to the flow or production of a well;
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(8) = acopy of all reports relating to core analyses.

All maps, sections, profiles, logs and all other geclogical or geophysical
documents shall be supplied on an appropriate transparent support in
view of subsequent reproduction.

A representative portion of the cores and cuttings removed from each
well, as well as samples of fluids produced during drill tests or

production tests shall also be supplied to NOCAL within a reasonable
peariod,

Upon expiration or in the event of surrender or termination of this
Contract, the original documents and samples relating to the Petroleum
Operations shall be provided to NOCAL.

8.4. The Contractor shall keep NOCAL informed of its activities through the
duly designated representative of the latter. In particular, the
Contractor shall notify NOCAL as soon as possible and in any event at
leastfiftean (15T days in advance of all prajected Patrgleum
Operatians, such as any geological surveys, seismic surveys,
commencement of drilling and installation of a platform.

L In the event the Contractor decides to abandon a drilling it shall notify

NOCAL thereof within at least seventy-two (72) hours prior to such
abandonment.

8.5. The contractor shall be entitled however to trade any data, geological

and or geophysical and any other data howsoever obtained through the
J Operations with other operators (contractors) working within the
political boundaries of Liberia in order to promote disseminatien and
sharing: of knowledge that would benefit the contractors and/or NOCAL
and as Is the normal accepted practice in the petroleum industry.
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4 ARTICLE 9

OCCUPATION OF LAND

The STATE shall make available to the Contractor, and only for the
Purposes of the Patrojaym Operations, an ¥ land which it owns and
which is hecessary for said operations. The Contractor shall have the
right to build and the obligation to maintain, above and below the
ground, the facilltias Necessary for the Petroleum Operations,

9.2. The rights on langd ‘owned by private Dersons, which would ba

SN an excessive value or a confiscation value. Thosa rights acquired
1 Oy the STATE shall be registered in its name, but the Contracior shall
be entitled to benefit therefram for the purposes of the Petroleum
Operations. During the entire term of this Contract, the STATE
guarantees that the Contractor shall ba protected in the use and
Qccupation of such land just as if it owns the Property rights thereto.
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ARTICLE 10

USE OF FACILITIES

10.1. For the purposes of the Petroleum Operations, the Contractor shall
have the right to use, in accordance with the applicable laws, any
railroad, tramway, road, airport, landing strip, canal, river, bridge,
waterway and any telephone or telegraph network in Liberia whether
owned by the STATE or by any private enterprise, subject to the
payment of fees then in effect or mutually agreed upon which will not
be in excess of the prices and tariffs charged to Third Parties for similar
services.

The Condractarshall alss-have the right to use for the purposae-efihe
Petroleum Operations anyland, sea or air transportation means for the
transportation of its employees or equipment, subject to compliance
with the laws and regulations which generally govern the use of such
me&ans of transportation,

10.2. The STATE shall have the right to use for exceptional matters any -
transportation and communication facility installed by the Contractor,
subject to a fair compensation mutually agreed upon which will not be

in excess of the prices and tariffs charged to Third Parties for similar
services.

10.3. Nething in this Contract shall limit the STATE’s right to build, operate
and maintain on, under and along the land made available to the
Contractor for the purposes of the Petroleum Operations, roads,
railroads, airports, fanding strips, canals, bridges, pipelines, useful

" lelephone and telegraph lines, provided that such rnght is not exercised, - "
“#na manner which restricts or Rindérs the Contractar's rights * o

Hereunder, or the Petroleum Operations, ,] )ﬁ? _

LN

-
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11.1.

11"2!

11.3.

ARTICLE 11

APPRAISAL OF A PETROLEUM DISCOVERY

In the event the Contractor discovers Petroleum, it shall, as promptly as
possible, notify NOCAL thereof and submit to it, within thirty (30) days
after the date of the temporary plugging or abandonment of the

discovery well, a report including all information relating to said
discovery,

If the Contractor wishes to undertake appraisal work relating to the
above-mentioned Petroleum discovery, it shall submit for approval to
NOCAL, within six (6) months after the date of notification of said

discovery, the appralsal work program and the estimate of the related
EUdgEL + b it -_.4::_;:-. ik o F g g

The provisions of Article 5 shall be applicable, mutatis mutandis, to said
program as regards [ts approval and performance, it being understood
that the submitted program shall comply with good international
petroleumn industry practica.

if the Contractor meets the conditions referred to in Article 11.2 and on
request to NOCAL, the latter shall grant to it an exclusive appraisal
authorization for a duration of two (2) years from the date of approval of
the appraisal work program and the related Budget, in respect of the
Appraisal Perimeter specified in said program, Except otherwise
provided by this Article, the Contractor shall, during the term of said
exclusive appralsal authorization, be subject to the same regime as
that applicable to the exclusive exploration authorization.

- s e SR L

i en diligently carn/ gyt the appraisal

:-rwﬁrﬁg o ___I."_.l!‘.‘-.' SR e T ' pal'ﬂl:-l.li‘:'lfit
shall drill the appraisal weils and carry out the production
tests specified in said program.

11.34. - The Gontractor shall

At the Contractor's request, notified at least thirty (30)
days prior to the expiration of the appraisal period above-
defined, the duration of sald period may ba extended by a
maximum of six (§) months, provided that such extension
s justified by the-continuation of the drilling and
praduction tests specified in the appraisal program.

11.3.2. Within three (3);months after the completion of appraisal
work, and no later than thirty (30) days prior to the
expiration of the appralisal period, the Contractor shall
provide NOCAL with a detailed report givin

L
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11.3.3.

11‘-’3l4l'

information relating to the discovery and the app raisal
tharaof,

If, aftar having carried cut the appraisal work, the
Contractor considers that the Field corresponding to the
Petroleum discovery Is commercial, it shall submit to
NOCAL, togsther with the previous report, an application
for an exclusive exploitation authorization accompanied
by a detailed development and production plan for said
Fleld, specifying inter alia;

(a) the planned delimitation of the Exploitation
Perimeter applied for by the Contractor, so that it
covers the area defined by the selsmic closure of
the Field concerned, together with all the technical
justifications with respect to the extent of said
Field;

(b)© an estimata of the reserves ih placa; the proven
and probable recoverable reserves and the
corresponding annual productions, together with a
study on the methods of recovery and the possible
valorization of the products associated with Crude
Oil, such as any Associated Matural Gas;

(c) item by item, the description of equipment and
work necessary for production, such as the
number of development wells, the number of
platforms, plpelines, production, processing,
storage and loading facilities together with their
specifications;

(d)  the estimated schedule for its implementation and
the projected date of production stari-up.,

{e) .the estimales of invesiments q;p;gl;gﬁqn. costs
together with an economic evaluation
demonstrating the commercial nature of the
discovery In question.

The commercial nature of one or more Petroleum Fields
shall be determined by the Contractor, provided that it
shall, at the end of appraisal work, submit to NOCAL the
economic study referred to in Article 11.3.3.(e)

demonstrating the commercial nature of said Field or
Fialds.

A Field may be declared commercial by the Contractor if
after taking into account the provisions of this Contract
and the submitted development and production plan, the
projected incomes and expenses determined in

i T T

e
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accordance with good international petroleum industry
practice confirm the commercial nature of said Field.

11.3.5. For the purposes of evaluating the commercial nature of
said Field or Fields, NOCAL and the Contractor shall
meet within thirty (30) days after the submission of the
development and production plan accompanied by the
economic evaluation.

11.3.6. The development and production plan submitted by the
Contractor shall be subject to the approval of NOCAL.
Within ninety (90) days after the submission of said plan,
NOCAL may propose revisions or madifications hereto by
notifying the Contractor thereof with all the useful
justifications. In that event, the Parties shall meset as
soon as possible in order to consider the proposed
revisions or modifications and establish by mutual
agreement the plan in its final form; the plan shall be
deemed to be approved by NOCAL updn the date of such
agreement.

L

Should NOCAL fail to notify the Contractor of its wish for
revision or modification within the above-mentioned
ninety (90) day period, the plan submitted by the
-Contractor shall be deemed to be approved by NOCAL at
the expiration of said period.

11.4. If for reasons not technically justified, the Contractor, within twelve (12)

e —

months after notification to NOCAL of a Petroleum discovery, has not
applied for an exclusive appraisal authorization or if, after its granting, it
has not commenced the appralsal work in respect of said discovery, or
if the Contractor, within eighteen (18) months after completion of the
appraisal work, does not declare the discovery as commercial, NOCAL ~
may require that the Contractor surrenders all its rights in respect of the
area deemed to ancompass said discovery without any compensation
for the Contractor. If, within sixty (60)days after NOCAL's request, the
Contractor has not notified its decision, it shall surrender said area and
will forfeit all its rights on Petroleum which could be produced from said
discovery, and any area so surrendered shall be deducted from the
surfaces to be surrendered under Article 3.5. ;

o

Page 22 of 75

R




141,

12.2

12.3.

12.4.

) ARTICLE 12

GRANT OF AN EXCLUSIVE
EXPLOITATION AUTHORIZATION

A commercial Petroleum discovery shall entitle the Contractor to an
exclusive right, If It so reguests pursuant to the conditions set forth in
Article 11.3.3, to obtain, in respect of the Field concerned, an exclusive
exploitation authorization covering the related Exploitation Perimeter.
Said authorization shall be granted by NOCAL as s00n as possible.

If the Contractor makes several commercial discoveries in the
Delimited Area, each such discovery shall, in accordance with the
provisieni of Article 12.1 give rise to-an exgligive exploitation
authorization each corresponding to an Exploitation Perimetar. The
number of exclusive exploitation authorizations and relatad Exploitation

Perimeters within the Delimited Area shall not be limited.

If in the course of work carried out after the grant of.an exclusive
exploitation authorization, it appears that the area defined by the
seismic closure of the Field concerned is larger than originally -
estimated pursuant to Article 11.3.3, NOCAL shall grant to the s
Contractor, as part of the exclusive exploitation authorization already

granted, an additional area so that the entirety of said Fleld is Included

in the Exploitation Perimeter, provided, however, that the Contractor

supplies NOCAL, together with its application with the technical

avidence of the extension so required and provided, further, that the

above menticned extension is an integral part of the Delimited Area as -

defined at the time of said application. LR

Where a Field extends hayﬁnﬂ ihe boundaries of the Delimitéd Arqa.
NOCAL may require the Contractor to exploit said Field in association
with the right holder of the adjacent area under the provisions of a
unitization agreement.

Within six (6) months after NOCAL has notified its request, the _
Contractor shall submit to its approval the development and production
plan of the Field concerned which shall be prepared in agrgement with
the right holder of the adjacent area.
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13.2.

13.3.

13.4.

13.5.

ARTICLE 13

DURATION OF THE EXPLOITATION PERIOD

The duration of an exclusive exploitation authorization during which the
Contractor Is authorized to carry out the exploitation of a Field declared
commercial is set at twenty-five (25) years from its date of issue.

If upon expiration of the exploitation period of twenty-five (25) years
above-defined, a commercial exploitation of a Field remains possible
NOCAL may authorize the Contractor, at the latter's request submitted
at least twelve (12) months prior to said expiration, to continue under
this Contract the exploitation of sald Field during an additio nal period of
no more than ten (10) years, provided that the Contractor has fulfilled
all its oblightions during the current expioitation period.

If, upon explration of that additional exploitation period, a commarcial
axploitation of sald Field remains possible, the Contractor may request
NOGAL, at least twelve (12) months prior to said expiration that it be
autharized to continue the exploitation of said Field under this Contract,
during an additional period to be agreed upon.

The Contractor may, at any time, fully or partially surrender any
exclusive exploitation authorization by giving at least twelve (12)
months' prior notices which may be reduced with NOCAL's consent.
That niotica shall be accompanied by the list of steps which the
surrendering Contractor undertakes to take, in accordance with good
international petroleum industry practices arising out of its surrender.

Interruption of development work or production of a Field declared
commercial, for a consecutive period of at least gix (8) maonths, decided
by the Contractor without NOCAL's consent, or & andonment of the
axploitation of a Field, may give rise to the withdrawal of the exclusive

axploltation authorization concerned together with the termination of
this Contract.

IJ[:u:m expiration surrender or withdrawal of the last exclusive

exploltation authorization granted to the Contractor, this Contract shall
tarminate.

The tarmination of this Contract, whatever the reason thereof, shall not
relisve the Contractor of any obligations incurred prior {0, or arising
from, sald expiration or termination and which shall be fulfill
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ARTICLE 14

EXPLOITATION OBLIGATION

14.1. For any Field in respect of which an exclusive exploitation authorization
has been granted, the Contractor undertakes to perform, at its sole cost
and its own financial risk, all the Petroleum Operations useful and
necessary for the exploitation of sald Field.

14.2. However, if the Contractor can provide accounting evidence, during

either the development period or the production period, that the
exploitation of a Fisld cannot be com mercially profitable,
notwithstanding that an exclusive exploitation authorization has been
granted In accordancg with the provisions of Article 12.1, NOCAL
agrees not to fore& thy Contractor to continue the exploitation of such
Fleid.

In that event, NOCAL, In its discretion, may withdraw the exclusive
exploitation authaorization concsrned from the Contractor without any
compensation for the latter, by giving a sixty (50) days' prior notigs,

4
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15.1.

15.2,

15.3.

15.4,
... %apagily of a pipeline or processing, transportation or storage facility

15.5.

15.6.

ARTICLE 15

CONTRACTOR'S OBLIGATIONS AND RIGHTS
IN RESPECT OF EXCLUSIVE EXPLOITATION
AUTHORIZATIONS

The Contractor shall commence development work not later than six
(6) months after approval of the development and production plan
referred to in Article 11.3.6 and shall continue it with the maximum
diligence.

The provisions of Articles 5, 6, 7, 8, 9 and 10 are also applicable,
mytatis mutandis, in respact of any exclusive exploitation authorization.

The-Contractor shall have the right to build, use, operate and maintain
all the Petroleum storage and transportation facilities which are
necessary for the production transportation and sale of Petroleum
produced, pursuant to the conditions specified in this Contract.

The Contractor may determine the route and location of any pipeline
insida Liberla which is necessary for the Petroleum Operations,
provided that it shall submit plans to NOCAL for approval prior to the
commencement of work; any pipeline crossing or running alongside
roads or passageways (other than those used exclusively by the

" Contractor) shall be built so as not to hinder the passage on thosa

roads or passageways.
The Contractor may, to the extent and for the duration of the excess

& pufposes of the Pstroleum Operations, be obligated to

”'acﬁ'ap the flow of Petroleum coming from exploitations other than that

of the Contractor, provided that such flow shall not cause prejudice to
the Petroleum Qperations, and provided, further, that a reasonable
tariff covering a.normal remynaration for capital invested in respect of
the pipeline or facility concemed shall be paid by the user.

Faollowing the grant of an exclusive exploitation authorization, the
Contractor undertakes to proceed diligently with.the carrying out of
development wells, spacing them In a manner so as to ensure, in
accordange with good international petroleum industry practice, the
maximum-economic recovery of the Petroleum contained-in the Field in
question.

The Contractor shall, in the conduct of development and production
operations, comply with all good international petroleum ind
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15.7T.

15.8.

15.9.

practice which in paﬁh::ular anau;aa the good conservation of Flalds
and maximum eccnomic recovery of Petroleum.

Tha Contractor shall, inter alla, carry out enhanced recovery studies
and use such recovery processes if they may lead to an Increase In
Petroleum recovery rate under economic conditions.

The Contractor shall provide NOCAL with all the reports, studies,
measurement results, tests and documents enabling the monitoring of
the proper exploitation of each Fiald.

The Contractor shall, in particular, carry out the following measures on
gach producing well:

(a)  monthly testing of production and gas/oil ratio]
(b)  half-yearly measurement of the Field reservoirs pressura.

The ctor undertakes to praduce every yearfrom each Fleld

quantitie’ of Petroleum in aceordance with the provisions of Article
15.6. :

The annual production rates of each Field shall be submitted by the

Contractor together with the Annual Work Programs for the approval of

NOCAL which shall not be withheld provided that the Contractor gives S
proper technical and economic grounds.

The Contractor shall measure, in a point mutually agreed between the
Parties, sl Petroleum produced and not used for the raquirements of
the Petroleum Operations, and excluding unavoidable losses, after
axtraction of water and sediments, by using the measurement
appliances and procedures customarily used in the international
petroleum industry. -

The authorized NOCAL's representatives shall have the right 1o

nRihaissneasurements and inspect or cause to be inspacted the
appliances or procedures used. '

lf the tﬁr;mtra&tnr wishes to change sald measurement appliances or
procedures, it shall obtain prior approval from NOCAL.

Where the appliances and procedures used therefore have caused an
overstatement or understatement of measured quantities, the error
shall be desmed to have existed since the date of the last calibration of
the appliances, unless the contrary can be justified, and the proper
adjustrment shall be made for the period of existence of such_error.

< ¢
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16.1.

16.2.

ARTICLE 16 Q¥ ¥¢
o

RECOVERY OF PETROLEUM COSTS
AND PRODUCTION SHARING

From the commencement of regular production of Crude OQIll, the
Contractor shall market all the production of Crude Oil obtained from
the Delimited Area, in accordance with the provisions hereinafter
defined.

For the purposes of recovery of the Petroleumn Costs, the Contractor

may freely take each Calendar Year a portion of the production in no

event greater than seventy percent (70%) of the Tutalﬂ&_&sray,—“‘fx
Production 8f€rude Oil from the-Defimited Area, or only any lesser
percentage which would be necessary and sufficient.

The value of such portion of Total Production allocated to the recovery
of the Petroleum Costs by the Contractor, as defined in the preceding
paragraph, shall be calculated in accordance with the provisions of
Article 18 and will be referred to as "Cost Oil".

If during any Calendar Year the Petroleum Operation Costs not yet
recovered by Contractor under the provisions of this Article 16.2
exceed the equivalent in value of seventy percent (70%) of the Total
dispesable Production of Crude Oil remaining from the Delimited Area,
as calculated above, the balance of the Petroleum Costs which cannot
be recovered in that Calendar Year shall be carried forward in the
following Calendar Year or Years untit fult recovery of the Petroleum
_I:nata:lm!; unﬁlmﬂ?‘mtpirating of this Contract.

16.3. ?thum% Qil from the Delimited Area remaining during

eachCalendar Year after the Contractor has taken from the Total
Production the portion necessary for the recovery of the Petroleum
Costs, hereinafter referred to as “Remaining Production or (Profit Qil)",
shall ba shared between NOCAL and the Contractor as follows:

The Remaining Production shall be shared according to the daily Total
Praduction from the Delimited Area:
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Increments of dally NOCAL's Share Contractor's share
Total Production

(in Barrels per day)

from O to 30,000 © 20% B0%
from 30,000 to 75,000 30% 70%
from 75,000 to 200,000  35% 65%
over 200,000 40% 60%

For the purpose of this Article, the daily Total Production shall be the average
rate of Total Production during the calendar quarter in question.

Far the purposes of theitaxlegislation of the Republic of Liberla, the quantity Fa?
of Crude Ol that NOCAL will recsive during each Calendar Year pursuant to
this Article 16.3 shall include the portion necessary to pay any tax(es) of the
Contractor in Liberia which will be assessed on its incomes. NOCAL agrees
to pay from this portion any income tax on behalf and in the name of the
Contractor and to deliver to the latter official receipts of such payments.

16.4. NOCAL may receive its share of production defined in Article 16.3
either in kind or in cash.

16.5. 1 NOCAL wishes to receive in kind all or part of its share of production
defined in Article 16.3 it shall so notify in writing the Contractor at least
ninety (90) days prior to the beginning of the calendar quarter
concerned specifying the precise quantity that it wishes to receive in
kind during said quarter.

16.6. If NOCAL wishes'to Tetaive in cash all or part of its share of production
' *ﬂaﬁ?ﬁh‘ﬁﬂﬁ_ﬁﬂﬂ.‘ﬂ?' HNOCAL has not notified the Contractor if its

decision to receive Its share of production in kind pursuant to Article
16.5, the Caontractor shall market NOCAL's share, of production to be
taken in cash for the quarier concerned, lift said share during such
quarter and pay to NOCAL within thirty (30) days following the date of
each lifting, an amount equal to the quantity corresponding to NOCAL's
share of production multiplied by the sale price defined in Article 18.

MOCAL may require payment, for sales of its share of production soid
by the Contractor, in Dollars or in the foreign currency in which the sale
has been made. i
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- ARTICLE 17 Q)}

TAXATION

17.1. Unless otherwise provided for in this Contract the Contractor shall, in
respect of its Petroleum Operations, be subject to the laws generally
applicable and the regulations in force in Liberia concerning taxes
which are or may be levied on incomes, or determined thereto.

It is specifically acknowledged that the provisions of this Article shall

apply individually to any entity comprising the Contractor under this
Contract. '

The Contractor shall keep separate accounts for each Fiscal Year in

‘Pespect of tha Petroledi-Operations, in accordance with the

regulations in force in Liberia, enabling in particular the establishment

of a profit and loss account as well as a balance sheet showing both

the results of sald Petroleum Operations and the asset and liability :}r
itams allocated or related thereto. b

17.2. For the purposes of Article 17.1 the Contractor shall in respect of its net . w
profit arising from Petroleum Operations, be liable to an incoms tax P
under the laws and regulations in force in Liberia.

in accordance with the provisions of Article 16.3 under which NOCAL
shall pay Contractor's income tax from NOCAL's share of crude oil, the
Contractor shall not be liable for any payment 1o the STATE with
respect to sald tax. As regards the tax authorities of Liberia, the share
of Crude Oil of Total Production, which the Contractor is entitlied to
recelve untder the' provisions of Article 16.3 is considered as '
WPI?E#“MMW by the Contractar.

17.3. For the purposes of as5aas1hg the Contractor's taxable net income in
respect of a Fiscal Year, the profit and loss account shall, inter alia, be
cradited by the following: :

{a) the Contractor's annual gross income recorded in lts accounting

| .- books, arising from the marketing of the quantity of Crude Oil to
which it is entitied under Articles 16.2 and 16.3 all other incomes

or proceeds related to the Petroleumn Operations, including inter
alia those arising from:

. the sale of related substances,;
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17.4.

e

|

. processing, transportation or storage of products for Third
Parties in the facilities dedicated to the Petroleum
Operations.

Such profit and loss account shall be debited with all charges
necassary for the purposes of the Petroleum Operations in respect of
the Fiscal Year concerned, which may be deducted under the
applicable laws of Liberia and the provisions of this Contract.

In particular the following items may be debited from the incoma of the
Fiscal Year:

(@)  Inaddition to the charges s pecifically set forth below in this
Article 17.4, all other Petroleum costs, including the costs of
supplies, personnel and manpower expenses, costs of services
provided to the Contractor In respact of the Petrolsum
Operations, provided, however, that costs of supplies, personnel

-~~~ and services rendered by Afflliated Companies shall be

' 9.Baductible provided that they do not excsed thoss which woulid
be normally charged In arm's length transactions between
independent buyer and seller for identical or similar supplies or
services,

(b) _ Overhead costs relating to the Petroleum Operations performed
under this Contract, including without limitation:

* Rentals for movable and immovable properties as well as
insurance premiums:

i
. A reasonable portion, In light of the services rendered to

the Petroleum Opearations performed in Liberia, of wages
and salaries pald to managers and employees residing
abroad, and the general and administrative overhead
costs of tha central services of the Contractor and its
Afflliated Companles working for its account, locatsd

o £ erginBadieand ndinectuests incurred by said éentral
services abroad for their account, Overhead costs paid
abroad shall in no event be greater than the limits
specified In the Accounting Procedure,

(e} Interest paid to creditors of the Contractor, for their actual
amount, subject to the limits specified in the Accounting
Procedure,

(d)  Losses of materials or assets resulting from destruction or
damage, assets which are renounced or abandoned during tha
year, bad debts, indemnities paid to Third Parties as
compensation for damage.

(e} Reasonable and justified reserves made for clearly identified
future losses or liabilities which current events render probable.

Page 31 of 78 %




17.5.

17.6.

17.4.

17.8.

(f) * Any other losses Or charges directly related to the Petroleum
Operations, Including axchange losses realized In con nection
with the Petroleum Operations as well as bonuses and amounts
pald during the Fiscal Year.

The Contractor's taxable net profit shall be equal to the difference, if
positive, between all the amounts credited and all the amounts debited
in the profit and loss account. If this amount is negative, it shall
constitute a loss.

Within three (3) months after the end of a Fiscal Year, each entity
constituting the Contractor shall submit to the competent tax authorities
its annual tax return together with fin ancial statements, as required by
applicable regulations.

NOCAL, shall, after submission of said annual tax return and
acknowledgment of tax payment, furnish to the Contractor within a
reasonable perlod the tax receipts evidencing, the payment of
Contractors Elberian Income tax @nd all other documents certifying that
the Contractor has, for the Fiscal Year in question, complied with all its
tax obligations with respect to the income tax as defined in this Article.

Except for the income tax defined in this Article and the bonuses
provided for in Article 19, the Contractor shall be exempt from all cther
lavies, duties, taxes or contributions of any nature whatsoever arising
fram the Petroleum Operations and any revenues related thereto or,
maore generally, on Contraclo r's property, activities or actions, including
its establishment and its operation hereunder.

In particular, the Contractor, its suppliers, subcontraclors and Affiliated
Companies shall be exempt from the taxes or turnover (value added
taxes and taxes on services) which would be payable in-connection
with sales made by, work performed for and services rendered to the
Contractor under this Contract.

Assignments of any kind between the companies signing this Contract
and their Affillated Companles as well as any assignment made in
accordance with this Agresment shall be exempt from any duties of
taxes payable in such respect.

.
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‘', 47.9. Surface rentals shall be payable to NOCAL per square kilometer of the

|
|

area remaining at the beginning of each Calendar Year as part of the
Delimited Area, In the amounts as set out below:

Phase of Operation Surface Rentals Per Annum
First Exploration Period $ 15 per sq. km.
Second Exploration Period $ 25 per sq. km.
Third Exploration/appraisal Period $ 40 per sq. km.
Development & Exploltation Area $ 60 per sq. km.

17.10 Contractors’' employees shall be exempt from payme of local taxes
during the exploration phase of the license. : ’**:
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ARTICLE™S8

18.1.

18.2.

18.3.

18.4.

VALUATION OF PETROLEUM

For the purposes of this Contract, the Crude Oil price shall be the
F.O.B. “Market Price" at the Delivery Point, expressed in Dollars per

Barrel and payable within thirty (30) days after the date of the bill of
lading, as determined hereinafter for each quarter.

A Market Price shall be determined for each type of Crude Oil or Crude
Oil mix. Contractor shall not be obliged to sell to any specific market.

The Market Price applicable to liftings of Crude Oil made during a
calendar quarter ghall be calculated at the end of said quarter and shall
ba equal to the weighled average of the prices obtained for Crude Qil
from the Delimited Area during said quarter by the Contractor and by
MOCAL from Independent purchasers, as adjusted to take into accou nt
tha differences in quality and gravity as well as in F.O.B. delivery terms
and-payment conditions.

In the event such sales are not made, the Market Price shall be
determined on the basis of the prices obtained on the international
market during sald quarter batween independent buyers and sellers for
salas of crude oils of quality similar to the Crude Qil from the Delimited
Area in the same markets as those in which the Liberian Crude Oil
would. normally be sold, as adjusted to take into account the differences

in quality, gravity, transportation as well as in sales and payment

conditions.

The following transactions shall, inter alia, be excluded from the
calculation of the Market Price of Crude Qil:

B =

(a)  sales in which the buyer is an Affiliated Company of the seller as
well as sales between entities constituting the Contractor,

(b)  sales in the Liberian domestic market;

(c)  sales in exchange for other than payme nt in freely convertible
currencies and sales fully or partially made for reasons other
then the usual economic incentives involved in Crude Oil sales
on the international market (such as exchange contracts, sales
from government to government or to gavern ment agancies).

18.5. Wilhin ten (10) days following the end of each quarter, the Parties shall

advise each other of the prices obtained for their share of production-of
Crude Oil from the Delimited Area sold to inde pendent purchasers
during the quarter in question, indicating for each sale tha identity of
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In the event that NOGAL

18.6.

the pﬁmhasar, the quantities sold, the delivery and payment l@

Within twenty (20) days following the end of each quarter, the
Contractor shall determine In accordance with the provisions of Artlg
18.2 or Article 18.3, asthe case may be, the Market Price applicable’
jor the quarter concerned, and shall notify NOCAL of that Markat Price,
indicating the methed of calculation and alf data used in the calculation
of that market Price.

Within thirty (30) days following receipt of the notice referred 1o in the
preceding paragraph, NOCAL shall verify that the calculation of Market
Price complies with the provisions herecf and shall notify the
Contractor of its acceptance or objections. Falling notification from
NOCAL within that thirty (30) day period the Market Price provided for
in the Contractor's notice referred to in the preceding paragraph shall
ba deemed to have been accepted by NOCAL.

Al ,.ha&ﬁnqﬂﬁecl.uh,lm:unns,ig Markat Price, -
the Parties shall meet within fiteen (15) days following NOCAL's

notification to mutually agree on the Market Price. If the Parties fail to

agree on the Market Prica applicable to a given quarter within sevanty-

five (75) days after the end of that quarter, NOCAL or the Contractor

may immediately submit to an expert, appointed in accordance with the

following paragraph, the detarmination of the Market Price (including —
the determination of reference crude oils if the Parties have not

determined them). The expert shall determine the price within thirty

(30) days after his appointment and his conclusions shall be final and

binding on the Parties. The expert shall decide in accordance with the

provisions of this Article.

The expert shall be selected by agreement between the Parties or, if no
agreement s reached, by the International Center of Expertise of the
Internatiorat Chamber of Commerce in accordance with its rules on
Technical Expertise, at the refuest of the most diligant Party. The
expertise costs shall be charged to the €ontractor and Included in the
Patroleumn Costs.

inthe event it would be necessary to calculate on a provisional basis
during a quarter the Crude Oil price applicable 1o the liftings made
during sald quarter, that price shall be established as fellows:

(a)  Forany sale to independent buyers, the price applicable to that
sale shall be the price obtained for the Crude Ol for said sale,
as adjusted to take Into account the F.O.B. delivery terms and
thirty (30) days payment terme.

tiry Fc:r-ani.r lifting cther than those which are the subject of a sale to

independent buyers, the price applicable to that lifting shall be
the Market Price determined for the preceding quarter or, if that
Market Price has not been determined, a price setup b

f

.
Page 35 of 75




I " agreement between the Parties or, falling agreement, the last
known Market Price.

Once the Market Price for a quarter has been determined on a final
basis, adjustments, if required, shall be made within thirty (30) days.

e
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| o
ARTICLE 19 C.}g}; e

BONUSES

19.1. The Contractor shall pay to NOCAL the following DONUSES

(a) Oneanda half (1.5) million Dollars when the Total Production of
Crude Oil from the Delimited Area first reaches the average rate
of thirty thousand (30,000) Barrels per day during & period of
thirty (30) consecutive days.

(b) = Two and a half (2.5) million Dollars when the Totzl Production of
Crude Oil from the Delimited Area first reaches the avarage rate
of fifty thousand (50,000) Barrels per day during a period of thirty

(30) consecutive days.

(¢) Threeand a half (3.5) million Dollars when the Total Production
of Crude Qil from the Delimited Araa first reaches the average
cate of one hundred thousand (1 00,000) Barrels per day during a
period of thirty (30) consecutive days.

Each of the amounts referred.to in (&), {b) and (c) abova shall be paid
within thirty (30) days following the expiration of the refarance period of
thirty (30} consecutive days.

19.2. The payments referred to in Article 19.1 be recoverable and,
shall be considered as Petroleum Costs.
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ARTICLE 20

OWNERSHIP AND ABANDONMENT OF ASSETS

20.1. Upon expiration, su rrander or termination of this Contract, whatever the
reason theraof, in respect of all or part of the Delimited Area, or at the

i and of exploltation of a Fleld, tha Contractor shall transfer at no cost 1o
NOCAL the ownership of assels, movables and Immovables, used for
the requiremants of the Petroleum Operations carried out in the area s0
surrendered, located whether inside or outside the Delimited Area,
such as wells and their equipment, buildings, warehouses, docks,
lands, offices, plants, machinery and equipment, bases, harbors,
wharfs, jettlas, buoys, platforms, plpelines, roads, bridges, rallroads
and other facilities. '

=

such transier of ownership shall cause the automatic cancellation of

any security or surety concerning those assets, Or which those assets
constitute

However, the Contractor may continue to use those assets beyond the e
date referred to'in the first paragraph, for the raquirements of its
Petroleum Operations in Liberla governed by other contracts.

20.2. |f NOCAL decides notto accept, for all or part of the assets, the
transfer of ownership pravided for in Article 20.1, it may, not later than
ninety (90) days following the date specified in said Article, require the

Contractor, In accordance with good international petroleum industry
practice, 1o parform ahqndrnnmant operations and to remove, at the
cost of tha Contractor, the facilities relating to the surrencsr d area.
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ARTICLE 21

‘NATURAL GAS

21.1. Non-Assoclated Natural Gas

21.1.1.In the event of a Non-Associated Natural Gas discovery, the Contractor
:+ . shall engage in discussions with NOCAL with a view to determining
.. whether the appraisal and exploitation of sald discovery havea
potentially commercial nature.

21.1.2.0f macpﬂuantnr. after the above-mentioned discussions, considers
that the appraisal of such Non-Associated Halum& Gas discovery s

justified, it shall undertake the appraisal work program for said
discovery. - N

The Contractor shall have the right, for the purposes of evaluating the
commerciality of the Non-Associated Natural Gas discovery, if it so
requests at least thirty (30) days prior to the expiration of tha third
exploration period set forth in Article 3.3 to be granted an exclusive

: aﬁg:ai&ﬂl authorization concerning the Appraisal Perimetar of the T
above-mentioned discovery, for a term of two (2} years.

In.addition, the Parties shall jointly evaluate the possible ocullats for the
Matural Gas, both on the local market and for export, together with the
necessary means for its marketing, and they shall considar the
possibllity of a joint marketing of their shares of pradugtion in the event
! the Natural Gas discovery would not otherwise be commercially
exploitable. For that purpose, a Consultative Committee for Natural
Gas shall bg established by the Parties to ensure the coordination of
the'upstream and downstream components of the Natural Gas project
and facilitate its evaluation and implementation.

21.1.3 Following completion of appraisal work, in the event the Parties should
jointly decide that the exploitation of that discovery Is Justified to supply
the local market, or in the event the Contractor should underake to
develop-and produce that Natural Gas for export, the Contractor shall
submit prior to the expiration of the appralsal perlod an application for

. _ an exclusive exploitation authorization which NOCAL will grant under

the tarms provided by Article 12.1.

The 'Gﬂntra&tuf_shal] then have the right and obligation to_proceed with
the development and production of that Natural Gas in accordance with
[ "l the approved development plan referred to in Article 11.3 and the

3 provisions of this Contract applicable to Crude OIll shall apply, mutatis

i
i
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mutdndis, to Natural Gas, unless otherwise specifically provided under
Article 21.3.

21.1.4.1f tha Conftractor considers that the appraisal of the Non-Associated

Natural Gas discovery concerned is not justified, NOCAL may, by
giving twelve (12) months prior notice which may be réduced either
with NOCAL's consent or automatically in the event the exclusive
exploration authorization expires earlier, require the Contractor to
surrander its rights in respect of the area encompassing said discovery.

In tha same manner, if the Contractor, after completion of appraisal
works, conslders that the Non-Associated Naturgl Gas discovery Is not
. commenclal, NOCAL may, by giving three (3) months prior notice,
unless the exclusive exploration authorization expires earlier, require

the Contractor to surrender its rights on the area encompassing sald
discovery.

Iin both cases, the Contractor shall forfeit its rights to all Non-
Associated Natural Gas which could be produced from said discovery,
and NOCAL may then carry out, or cause to be carried out, all the
appralsal, development, production, processing, transportation and
marketing work relating to that discovery, without any pensation for
the Contractor. '
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21.2 ASSOCIATED NATURAL GAS

21.2.1.In the event of a commercial discovery of Crude Qil, the Contractor
shall state if it considers that the production of Associated Natural Gas
is likely to exceed the quantities necessary for the requiremeants of the
Petroleumn Operations related to the production of Crude Ol (including
reinjection operations), and If it considers that such excess s capable

- of being produced in commercial quantities. In the event tha

Contractor shall have informed NOCAL of such an excess, the Parties
shall jointly evaluate the possible outlets for that excess of Natural Gas,
both-on the local market and for export (including the possibility of joint
marketing of their shares of production of that excess of Natural Gas in
the event such excess would not otherwise be commercially
exploitable), together with the means necessary for its marketing.

In the event the Parties should decide that the development of the
excess of Natural Gas is justified, or in the event the Conlractor would
wigh to devalop and produce that excess for export, the Contractor
shall indicate In the development and production program referred 1o in
Article 11.3.3 the additional facllities necessary for the development
and exploitation of that excess and its estimate of the cosis related
thereto. '

The Contractar shall then have the right to proceed with the
development and exploitation of that excess in accordance with the
development and production program approved by NOCAL under the
terms provided by Article 11.3.6, and the provisions of the Contract
applicable to Crude Oil shall apply, mutatis mutandis, to the excess of
Matural Gas, unless otherwise specifically provided by Article 21 3.

| A gimilar procedure shall be applicable if the sale or marketing of
Associated Natural Gas is decided during the exploitation of a Field.

21.2.%°1A" 1 event the Contractor should not consider the expicitation of the
: #f Natural Gas as justified and if NOCAL, at any time, would
wish to utilize it, NOCAL shall notify the Contractor thereof, in which
event:

(a) the Contractor shall make available to NOCAL fres of charge at
the Crude Oil and Natural Gas separation facilities all or part of
- the excess that NOCAL wishes to lift;

(b) NOCAL shall be responsible for the gathering, processing,
compressing and transporting of that excess from the above
mentioned separation facilities, and shall bear apy additional
costs related thereto; - r\
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() ° the construction of the facilities necessary for the operations
referred to In paragraph (b) above, together with the lifting of that
excess by NOCAL, shall be carried out in accordance with good
international petroleum industry practice and in such a manner
as not to hinder the production, lifting and transportation of
Crude Oll by the Contractor.

21.2.3. Any excess of Associated Natural Gas which would not be utilized
under Articles 21.2.1. and 21.2.2,, shall be reinjected by the Contractor.
| However, the Contractor shall have the right to flare said gas in
_accordance with good international petroleum industry practice,
3 “eravided that the Contractor furnishes NOCAL with a report
i 1 demonstrating that said gas cannot be economically utilized to improve
e rate.of recovery of Crude Oil by means of reinjection pursuant to
the provisions of Article 15.6., and provided, further, that NOCAL
approvas said flaring, which approval shall not be unreasonably
withhald.

21.3 Prﬂﬂﬁﬁﬁ common to Assoclated and Non-Assoclated Gﬁs

24.3.1. In order to encourage the exploitation of Natural Gas, NOCAL may
| grant to the Contractor specific benefits when they are duly justified
conceming, inter alia, the recovery of the Petroleum Costs relating to
Natural Gas.

21.3.2. The Contractor shall have the right to dispose of its share of
oraduction of Natural Gas, in accordance with the provisions of this
Contract. 1t shall also have the right to proceed with the separation of

I liquids from all Matural Gas produced, and to transport, store as well as

i - =&l on the local market or for export its share of liquid Petroleum so

! separated which will be considered as Crude Oll for the purposes of

| ' iheir sharing between the Partles under Article 16.

' 21.3.3. For the purposes of this Contract, the Matural Gas price, expressed in

. Doltars'permillion BTU, shall be equal to: - .

{ g e R

4 (a)  with respect to Natural Gas export sales to Third Parties, the

price obtained from purchasers,

| (b)  with-respect to sales on the local market of Natural Gas as a
~_fuel, the-equivalent of One Hundred percent (100%] of the price
of high.sulfur heavy fuel oil (expressed in Dollars per milllon
BTU) exported from or imported into Liberia, or such other price
' " as NOCAL (or the national entity that the STATE would set up
J for the distribution of Natural Gas on the local market) and the
Contractor would mutually agree upon.

The above-mentioned equivalent price for the utilization of Natural Gas
% 45 a fuel shall be determined on the basis of the same calorific value
i with respect to commaercial gas delivered at the entry point of the maln
| gas transportation network, If any, or otherwise where delivered fo
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large’ consumers. In the event of transfer of the gas at a delivery point
located upstream, the selling price shall be adjusted accordingly.
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22.1.

22.2.

22.3.

22.4,

ARTICLE 22

FOREIGN EXCHANGE CONTROL

Tha Contractor shall comply with the foreign exchange control
regulations, subject to the provisions of this Article.

Tha Contractor shall have the right to retain abroad all the foreign -
currancies arising from export sales of all Petroleum to which it is

entitled under this Contract, or from. assignments, as well as equity,

incomes from loan and more generally, all assets acquired abroad by it,

and to freely dispose of such foreign currencies or assets to the extent

that they may exgeed its requirements for its operations in Liberia.

-

Mo restriction sha exercised on importation by the Contractor of
funds intended for the performance of the Petroleum Operations.

Tha Contractor shall have the right to purchase currencles of Liberia

with foreign currencles, and freely exchange into foreign currencies of

its alection any funds held by it In Liberia in excess of its local -
requirements at exchange rates which shall not be less favorable than

those generally applicable to any other buyer or seller of foreign

currencies.

S

Page 44 of 75




. ARTICLE 23

APPLICABLE LAW

The laws and regulations in force in the Republic of Liberia and the provisions
of international law as may be applicable to international oil and gas activities
shall apply to the Contractor, to this Contract and to the Operations which ar@

— the purpose thereof, unless otherwise provided by the Ej%s;;t |
)
. e
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ARTICLE 24

MONETARY UNIT

. The registers and accounting books relating to this Contract shall be

mainlalned and recorded in US Dollars. Said registers and accounting
books shall be used to determine the Petroleum Costs, gross income,
exploitation costs and net profits for the purpose of the preparation of
the Contractor's tax return; they shall contain, inter alia, Contractor's
accounts showing the sales of Petroleum under this Contract.

. Whanaver it is nuaaas'ary to convert into US Dollars expenses and

" incomes-expresasd in another currency, the exchange rates to be used

24.3,

- shall be aqual to the arithmetie average of the daily closing rates for the

purchiasé and sale of sald currency durirg the month when the
expanses werae paid and the Income recelved.

The originals of the registers and accounting books referred to in Article
24.1 shall be kept in Liberia.

e

The registers and accounting books shall be supported by detailed
documents with respect to receipts and Petroleum Cos
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" ARTICLE 25

ACCOUNTING METHOD AND AUDITS

25 1. The Contractor shall maintain its accounts in accordance with the
regulations in force and with the provisions of the Accounting

Procedure set out in Appendix 2 attached hereto forming an Integral
part of this Contract.

25.2. After giving the Contractor notice thereof in wrrtlng the STATE shall
have the right to cause the reglsters and accounting books relating to
the Petroleum Operations to be Inspected and audited by lis own
agents or by axperts of its election, and shall have a perod of four (4)
years following the end of each Calendar Year to camry out those
inspections 8 audits relating to sald Year and may submit its
objections to the Contractor for any contradictions or errors found
during such inspection or audits.

Should the STATE fail to make any claim within the above-mentioned
period of four (4) years, no further objection or claim shall be made by .
the Liberian. administration for the Calendar Year concerned. /
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ARTICLE 26

| IMPORT AND EXPORT

: 26.1. (a) The Contractor shall have the right to import into Liberia, inits

' . own name or on behalf of its contractors and subcontractors, all the technical
equipment, materials, machinery and tools, goods and supplies necessary in
the Contractor's opinion for the proper conduct and achievements of the
Petroleum Operations; such imports include but are not limited to, drilling,

| _ exploraiion, development, production, transportation, sales and marketing,

. equipmen, pipelinas; tanks, geologleal and geophysical tools, boats, ships,

| launches, drilling barges, ships and platforms, preduction platforms, civil
engineering and telecommunication equipment, power plants and all related
equipmant, aircraft, automotive equipment and other vehicles, Instruments,
tools, spare parts, alloys-and additives, camping equipmént, pistective
clothing and equipment, medical, surgical and sanitary equipment, supplies
and Insiruments necessary far the Installation and operation of hospitals and
dispensaries, documentation equipment, construction materials of all types,
lumber, office furniture and equipment, automobiles, axplosives, chemicals,
fuels, ship supplies, pharmaceutical products, medicines.

(b) The Contractor shall have the right to import into Libenia, in its own
~ame. or on behalf of itscontractors or subcontractors, the fumiture,
clathing, household appliances and all personal effects for all the
foreign employess and their families assigned to work in Liberia for
the Contractor or its contractors or subcontractors.

(¢} However; the Contractor, its agents, contraciors and subcontractors
! undertake rict to proceed with the imports mentloned in Article
26.1.(a) Ingofar as such items are available in Liberia under
-_.5_’ “pquivalent. conditions of quantity; q‘.ﬁ:r:;.- price; delivery and terms of
207 payment, unless specific requiremerits of technical Bmergenciés are
presented by the Contractor..

'd) The Contractor, its agents, contractors and subcontractors shall

, have-the right to re-export from Liberia, free of all duties and taxes

1 ! and at any time, all the items imported under Article 26.1.(a) and (b)
N | - which are no longer necessary for the Petroleum Operations except
1 [ the Items which have become the property of the State under the
{1 provisions of Article 20. :

26.2. Al the:technical materials, machinery and tools, goods and supplies
specified In Article' 26.1 which the Contractar, its agents, contractors
and subcontractors, their foreign employees and their families will
have the right to Import In one or more shipments to Liberla, shall be

fully exempt of all duties _and taxes payable as a res Jlt

e
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26.3.

26.4,

impartation ("entry duties and taxes").

As the case may be, the applicable administrative formalities will be
those of the following regimes:

(@)  Exceptional temporary admission regime in full suspension of
entry duties and taxes for equipment, materials, machinery
and tools, goods and supplies necessary for the proper
progress of the Petroleum Operations, for the entire duration
of their use In Liberia including the continental shelf, it being
understood that for the equipment, materials, machinery and
tools, and goods and supplies consumed during the
operations or left in place, the exceptional temporary
admission discharge will be automatic by simple quartarly
declaration and without payment of duties and taxes,

in the event of a duly justified emergency, the equipmant, e
materials, iools and machinery, goods and supplies will be
placed at the disposal of the users as soon as they arive in
Liberia and the administrative regularization relating 1o thelr
admission will be made later and as soon as possible.
(b)  Supply regime for consumable goods and foodstufis, fuels
and lubricants used at sea, in particular on all ships, aircraft
and machinery used for petraleum exploration and
exploitation. >

(c)  Exempt admission regime according to the regulations in
force, for furniture, clothing, household appliances and
parsonal effacts.

The Centractor, its agents, contractors and subcontractors shall,
provided that they Inform the STATE in advance of thelr intent to sell -
and subject to the provisions of Article 20, have the right to sall in
ldbada, all equipment, materlals, machinery and toolg, goods and
-sapplies whichthey have imipdrted when they are considered as
surplus and no longer necessary for the Petroleurn Operations. In
that event, the seller shall be responsible for paying all duties and
taxes applicable on the date of the transaction and for fillng all the

formalities preseribed by the regulations In force.

During, tha term of this Contract, the Contractor, its customers and
their carriers shall have the right to export freely at the expor point
selected for that purpose, free of all duties and taxes and al any
time, the portion of Petroleum to which the Contractor is entitled in
accordance with the provisions of this Tontract, gfteg deduction of all
deliveries made to the STATE.
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27A.

27.2.

27.3.

2T 4.

ARTICLE 27

DISPOSAL OF PRODUCTION

Each Calendar Year,uptoa total of ten percent (10%]) of the share of
Crude Oil Production to which the Contractor is entitled, shall be sold to

NOGAL by the Contractor for the purpose of satisfying the needs of the
domastic market of Liberia. Such contribution of the Centractor shall

be In proportion to its share of production, in the total Crude Qil
Production in Liberia.

The quantity of Crude Qil the Contractor shall be obligated to selito -
MOCAL shall be notified to it by MOCAL at least three (3) months prior
to the beginning of each calendar quarter.

+h price of the Crude Oil sold to NOCAL under Aticle 28.1 for ine

neads of the domestic market shall be the Market Price defined in
Articla-18.

That Crude Qil p'rir:e shall be payable to the Contractor in Dollars two
(2) months after recelpt of the Involce unless otherwise agreed
hetween the Parties. '

Tha transfer of title to, and risk of, the share of Petroleum production to
which each. party is entitled shall be made at the Delivery Point, or at
any other transfer point agreed between the Partles.

= ach of the Parties shall have the right and obligation, to dispose of
and lift the share of Petroleum to which It is entitled under this Contract. )

Such share sfiall be Hfted on as regular a basis s possible, it being -
understood that each of the Parties, within reasonable limits, will be
suthorized to lift more (overlift) o less (underift) than its share of
Satroleum produced and unlifted by the lifting day to the extent that
<uch overlift or underlift does not Infringe on the rights of tha other
Party and-ls compatible with the production rate and the storage
capagity. In tha establishment of the sequence of liftings, priority will
be given-to the Party with tha largest share of produced and uniifted
quantity of Petroleum ata given time. The Parties shall periodically
meet to establish a provisional lifting program on the basis of the
prinniplulabnva-das'uﬂhud and taking into account the wishes of the
Parties as regards the dates and quantities of their liftings, provided
that those wishes are cormpatible with said principjes.
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i e S,

28.1.

Ea lzl

28.3.

28.4,

ARTICLE 28

PROTECTION OF RIGHTS

The Contractor shall take all necessary steps to achieve the objectives
of this Contract in its conduct of Petroleum Operations.

NOCAL shall take all necessary steps to facilitate the implementation
by the Contractor of the objectives of this Contract, and the STATE
shall protect the property and operations of the Contractor, its
employees and agents in the territory of Liberia,

At the request of the Contractor, the STATE shall prohibit tha o
construction of dwelling or business buildings in the vicinity of
installationswhich the Contractor may declare dangerous &= a result of
its operations. It shall take all necessary precautions to prohibit
anchoring in the vicinity of submerged pipelines at river passages, and

to prohibit any hindrance to the use of any other installation necessary

for the Petroleum Operations whether on land or offshore.

The Contractor shall take out and cause to be taken out by its
contractors and subcontractors, in respect of the Petroleum
Operations, all insurances of the type and for such amounts
customarily used In the International petroleum industry, including
without limitation, third party liability insurance and insurancas to cover
damage to property, facilities, equipment and materials, without
prejudice to such insurances which woul raquired under Liberian
legislation. :
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291,

29.2,

29.3.

29.4,

ARTICLE 29

PERSONNEL AND TRAINING

The Contractor shall, for the purposes of the Petroleum Operations,
employ Liberian personnel whenever qualified on equal basis for
reguirements of the employment.

Managers, technicians, engineers, accountants, geologists,
geophysicists, scientists, chemists, drillers, foremen, mechanics, skilled
warkers, secretaries and executive employees may be hired outside
Libaria if similarly qualified specialists cannot be hired in Liberia.

Upon commencemant of the Petroleum meatmas. the Contractor
shall organize a training program for Liberian nationals. For that
purpose the Contractor shall devote a minimum annual training Budget

of
(a)  $100,000 Dollars during éach year of the exploration periods;
(4] %150,000 Dallars during each year of the exploitation periods.

‘=) And $150,000 Dollars per year in the exploration phase and
$200,000 per year in the exploitation phase for Social and
‘Welfare.

Tha training, Sodial and Welfare expenses borne by the Contractar
=hall be included in the recoverable Petroleum Costs.

The$ntry into-:ibeda’ot all foreign personnel shall be authorized and
the STATE shiill isgus tha documeénts necassary for that entry to all
embers of the foreign personnel, such as entry visas, working permits
and exit visas, in compliance with the immigration regulations in force
in Liberia.

At tha request.of the Contractor, the STATE shall facilitate any
immigration formalities with the Immigration Bureau, at the points of
antry into and exit from Liberia, in respact of the Contractor's
asmployees, contractors, subcontractors and agents, and their families,

all without undue delays.

&l the employees required for the conduct of the Petroleum Operations
shall be under the Contractor's authority or that of its contraciors,

<. bcontractors and agents, in their capacity as employers. Their work,
sumber of working hours, salaries and any other matters relating to
iheir employment conditions shall be determined by Contractor or
s contractors, subcontractors and agents.
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30.1.

30.2.

30.3.

. ARTICLE 30

ACTIVITY REPORTS IN RESPECT OF

EXCLUSIVE EXPLOITATION AUTHORIZATIONS

The provisions of Article 12 shall apply, mutatis mutandis, to any
exclusive exploitation authorizations. In addition, the following periodic
activity reports shall, inter alia, be jurnished in respect of each Field:

(a) daily production reports;

(b)  monthly reports stating the quantities of Petroleum prod uced
and those sold durng thé previous month together with
information on such sales.

Unless the Contractor glves its written consent, the information relating

to a Field under exploltation, except statistical data about activity, shall

be considered as confidentlal by the Parties during the term of this

Contract. N

The Contractor shall forthwith notify the STATE of any material damage
whatsoever caused to the petroleum fields or facilities, and shall take
all necessary steps to terminate it and carry out the nacessary repairs.

From the year of granting an exciu sive exploltation authorization, the
annual report referred to in Article 8.2 shall also include the following:

(a) information on all gla'uralnpmﬂnt and production cperations
_ carried out during tfie previous Calendar Year, including the
guantities of ‘Eemﬁ?ntpmduced and those sold, if any;

(b)  Iinformation on all tran sportation and sales operations logether
with the location of the main facilities built by the Contractor, if
any;

(c) a statement specifying the number of employees and workers,
thelr quallfication and their nationality, together with & report on
the medical care and training provided,tg them.
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3.1,

31.2.

A 31.3.

ARTICLE 31

ARBITRATION

'n the event of any dispute between the STATE or NOCAL and the
Contractor relating to, or arising out of, the interpretation or execution
of the provisions of this Contract, the Parties shall make their best
offorts to settle such dispute amicably.

If-within three (3) months from the date of notice of such dispute by

sither Party to the other, the Partles have not reached settlement, the
dispute shall, at the request of the mest diligent Party, be referred for  ~
arbitration to the Intemational Chamber of Commerce In accordance

with its rules and regulations. -+ - . e

The arbitration shall be held in London, England. The language used
during the procedure shall be the English language. The arbitration
shall:be determined by three (3) arbitrators. The arbitrators shall not
have the same nationality as the Parties.

The.arbltration tribunal's awardghall be final; it shall be binding on the
Parties and-shall be enforceable in-any court of appropriate jurisdiction.

The expenses of any arbitration shall bs borne equally by the Parties,
that |s o say, each Party shall pay the expenses of its own arbitrator
and the expenses of the third arbitrator in equal shares, and any
axpénses imposed by the International Chamber of Commerce shall be
shared equally by the Parties. :

The Pﬂl‘ﬁdmﬂﬁ!*ﬁ? the Parties of thelr obligations under this Contract
shall not be suspended during the course of the arbitration.
e Y o
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- ARTICLE 32 e X\NE}":B {;

FORCE MAJEURE Gl v

32.1. No delay or default of a Party in performing any of the cbligations
: resulting from this Contract shall be considered as a breach of this
Contract If such delay or default Is caused by a case of Force Majeure.

If in the event of Force Majeure the parformance of any of the
' obligations under this Contract is delayed, that delay exianded by the
! “ period of time required to repair the damage caused during such delay
and to resume the Petraleum Operations, shall be added (o the period
provided by this Contract for the performance of said obligation, and
the exclusive exploration or exploitation authorizations shallbe -
extended by that period as regard¥ the area concernad by Force
‘Majaura,

32.2. Force Majeure means any event unforeseeable and beyond the control

. of a Party, such as: earthquake, flood, accident, strike, lockout, riot, .

= | delay in obtaining the rights-of-way, insurraction, civil disturbances, Paghll -
. sabgtages, acts of war or conditions attributable to war, or any other

cause beyond its control, similar to or different from those already

mentioned. '

32.3. Where a Party considers it is prevented from pe rforming any of its
obligations by the occurrence of Force Majeure, It shall forthwith notify
the other Rarty thereof by specifying the grounds for esis Hlishing Force
Majeure, and take all necessary and useful steps o ensure the normal
resumption of the performance of the concerned obligations upon
tarmination: of the event constituting the Force Majeure.

Obiigations other than those affected by Force Majeure shall continue
1o be performed in accordance with the provisions of this Contract.
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33.1.

33.2,

ARTICLE 33

JOINT AND SEVERAL OBLIGATIONS
AND GUARANTEES

All the clauses, conditions and.provisions of this Contract shall be
binding on the Partiss and their respective successors and assignees.
This Contract constitutes the only agreement between the Partles and
10 previous communication, promise or agreement, whether cral or
written, betwaen the Pa rties, related to the purposs of this Contract
may be asserted to amend the clauses heraof,

The STATE certifles and guarantees that there Is no other applicable _
“greement with respect to the petroleum rights within the Delimited
Area, that it will parform its obligation in fairmess and good falth and
‘hat this Contract will not be cancelled, amended or maodifled except by
sgreement between the Partles.

\Where the Contractor is constituted by several entities, the obligations
and liabilities of those entities under this Contract shall ba joint and
saveral, ;

Fage 56 of 75




ARTICLE 34

RIGHTS OF ASSIGNMENT

| 34.1. All or part of the rights and obligations arising from this Contract may

34.2,

be assigned by any of the entities constituting the Contractor to Third
Farties whose technical and financial reputation is well established; the
assignees with the other entities constituting the Contractor shall

thereafter be jointly and severally liable for the obligations arising from
this Contract.

The terms of any assignment shall be subject to the prior approval of
NOCAL, which approval ghall not be unreasonably withheld.

If within thirty (30) days following notification to NOCAL of a projected
assignment accompaniad by all the related information and the draft
assignment deed, NOCAL has not given its decision, that assignment
shall be deemed to be approved by NOCAL.

From the date of approval of an assignment, the assignee shall comply
with-the terms and conditions of this Contract.

All or part of the joint and several rights and obligations arising from
this Contract may be freely assigned at any time by any of the entities
constituting the-Contractor to one or more Affiliated Companjes or other
antities constituting the Contractor.
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ARTICLE 35

STABILITY OF CONDITIONS

35.1. This Contract Is executed between the Parties in accordance with the
laws and regulations In force at the date of its signing and on the basis
of the provisions of sald laws and regulations, as regards, inter alia, the

- fnanclal-provislons-of-this-Contract — -~
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36.1.

EE !21-

36.3.

36.4.

EEISI

36.86.

36.7.

ARTICLE 36

IMPLEMENTATION OF THE CONTRACT

The Parties agree to cooperats in every possible manner to achieve
the objectives of this Contract.

NOCAL shall facilitate the Contractor's performance of its activities by

granting it any permits, licenses, access rights necessary for the

performance of the Petroleum Operations and by making available to It

any appropriate services and facilities, so that the Parties can obtain

the best benefit from a sincere cooperation. However, the Contractor

shall cbserve the applicable procedures and formalities, and shall apply

to the competent Ministres and/or Agencies of the Administration. - .

Any notices or other communication under this Contract shall be

deemed to have been made when they are delivered to an authorized

representative of the Party concerned at the location of sald Party’s

principal office in Liberla, or sent by telegram, cable or facsimile with all
expenses paid, or deposited as registered lettars with the Postal —r
administration of Liberia with postage prepaid.

Motifications shall be deemed to have been made on the date when the
addresses shall recelve them.

H NOCAL considers that the Contractor has committed a breach in the
performance of any of its obligations, it shall_so notify the Contractor in
writing and.the Contractor shall have sixty (60) days to remedy the
‘breach or refer the matter to arbitration In accordance with this
Contract.

The terms and conditions of this Contract may be modified only in
writing and by mutual agreement between the Partias.

Unless atherwise speacified in writing, the Ministry and NOCAL shall hd
represent the STATE under this Contract and is empowerad to grant, In

the name and on behalf of the STATE, any consent necessary or

usaful for the implementation of this Contract.

Headings In this Contract are Inserted for pu rposes of convenience and
referance and in no event shall define, restrict or describe the scope of
object of the Contract or of any of its clauses.

Appendices 1.and 2 attached hereto shall form an integral part of this
Contract.
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36.8. Any waiver of the STATE or NOCAL concerning the performance of

j any obligation of the Contractor shall be in writing and signed by the

" representative of the STATE or NOCAL, and no walver shall be implied
' the STATE or NOCAL does not exercise a rights to which it is

antitled under this Contract.

TR e T
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ﬂWlIHEEE WHEREOF, the Parties have signed this Contract on the date as set forth
W

| KAML H ¢ ok
Fodee Kromah Date
P ENT/CED

NATJONAL OIL COMPANY OF LIBERIA

"Mr. Clemenceau B. U
CHAIRMAN, BO
NATIONAL OIL C

&B g o

Date

ﬂum-.fﬂ’li. 200 (
v

Dats
REPUBLIC OF LIBERIA

L e i b ol
| Dr. Richard Tolbert Date

CHAIRMAN, NATIONAL [H‘-’ESTPH[EHT COM.
.REPUBLIC OF LIBERIA

_iw*” %A,_Zdﬂé_f’
Attested: ate

Hon. Frances Johnson-Morris
MINISTER OF JUSTICLE

REP'[IHLICDFLIB
T )ﬁ,ﬁ LT OFF 2ol

’ H‘i:pmw.ﬂ Date
- Her Excellency
Ellen Johnson-Sirleaf
PFRESIDENT

REPUBLIC OF LIBERIA

Ratified: Date
National Legislature of the Republic of Liberia




ARTICLE 37

EFFECTIVE DATE

Upon execution by the Parties this Contract shall become affective, the date
of execution being referred to as the Effective Date, and said Contract shall
become binding on the Parties.

IN WITHESS WHEREOF, the Parties have signed this Contract on the date
as set forth below.

For the National Oil Company WITNESS:
of Liberia - NOCAL

Ey:__[ﬁ__bu _— oy [ o

F. Musah Dean Jr. 1' =

President & Chief Executive Officer

For Oranto Petroleum Limited WITNESS:

By: e E- By: "‘i/\'é; M :
Prince Angg Eze

Ghnirrnan' ' i

For the Republic of Liberia

By: : Date:

His Excellency, C. Gyude Bryant
Chairman, National Transitional

Government of Liberia
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APPENDIX 1

Attached to and made part of this Contract between the Republic of Liberia
and the Contractor, :

ELIM AR

On the Effective Date, the Delimited Area, designated as Block LB-12, is
formed by the area included inside the perimeter constituted by tha peints
indicated on the map attached thereto. Point A is the southern most point, |
further points follow alphabetically in a clockwise direction around tha block.

The geographical coordinates of those points are the following, with reference
to the Greenwich meridian:

Paint ; Latitude Longitude

LB-12 A 5.0265881N 10.603417W

LB-12 B 5.2087863N 10.808280W

LB-12 C e 5.974T965N 10.199488W =
" LB12D 5.7891339N 9.9970695W :

Those coordinates are only given for purposes of llustration and shall not be
considered as the boundaries of the national jurisdiction of Liberia.

The surface of the Delimited Area above-defined is gee ed to be squal to
about 3285.119 sq. kma.




MAP OF THE DELIMITED AREA
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APPENDIX 2

Attached to and made part of this Contract between the Republic of Libaria
and the Contractor.

ACCOUNTI : DURE

Article | - General Provisions

.1. Object

This Accounting Procedure shall belfbliowed and observed In the
performance of the obligations under the Contract to which this
Appendix is attached.

.2 Accounts and statements

The registers and accounting books of the Contractor shall be in
confarmity with accounting rules and regulations far business
applicable In Liberia. However, the Contractor may apply the
accounting rulgs and procedures customarily used In the petroleum
industry, insofar as none of these are contrary to the rules and

i regulations referred to above.

In accordance with the provisions of Article 25 of the Contract, A
accounts, books and registers shall be maintained and recordad in
Dollars. These accounts shall be used, inter alla, to determine the
amount of Petroleum Costs, the recovery of saild Costs, the production
sharing, as well as for the purposes of Contractor's tax return.

The Contractor shall record all operations connected with the
Petroleum Operatlons in accounts separate from those relating o any
other activities which it may carry out in the Republic of Liberia

All accounts, books, records and statements, together with documents
‘supporting expenses incurred, such as Invoices and service contracts,
shall be kept in the Republic of Liberia in order to be pravided at tha
request of the competent authorities of Liberia.

13.  Intorpretation

The definitions of the terms used in this Appendix 2 shall be the same
gs those of the same terms set forth in the Contract.

In the event of any conflict between the provisions of this Accounting
Procedura and the Contract, the provisions of th ntragt sHall
prevail,
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.4. ModHications

The provisions of this Accounting Procedure may be modified by
mutual agreement between the Parties.

The Parties agree that if any provision of the Accounting Procedure
proves inequitable to either Party, such provisipn shall begnodified In
good falith by the Parties.

e 5t
_ e T
l
|
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Article Il - Petroleum Costs

.1,

Petroleum Costs Account

The Contractor shall maintain a "Petroleum Costs Account™ which will
record in detail the expenses incurred by the Contractor directly relating
to the Petroleum Operations carried out under this Contract, and which

will be recoverable In accordance with the provisions of Article 15 of the
Contract,

This Petroleum Costs Account shall, inter alia, record separately, by
Appraisal Perimeter or Exploitation Perimeter if any, the following
expensas:

()  exploration expenditures;

(b)  appraisal expenditures;

{c} - dawinpmﬂnt axpanditures;

(d)  exploitation expenses;

(e} financial costs:

(f) overhead costs in Liberia:

(@) overhead costs abroad,

The Petroleum Costs Account shall enable, inter alia, to jdentify at any
time:

(@) the total amount of Petroleum Costs since the Effective Date;
(b}  the total amount of Petroleum Costs recovered:

(c}  the total anicunt credited to the Petroleum Coasts Accouint
" pursuent L Adicle 11.4.(6) below:

(d)  the total amount of Petroleum Costs which remain to be
recoverad.

Far the purposas of Article 16 of the Contract, Patroleum Costs shall be
recovered in e following sequence:

(a)  exploitation expenses in respect of a Field incurred and paid
from the date of commencement of regular production:

(b) financial costs:

()  other Petroleum Costs.
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I.2.

.2.1.

2.2

I.2.3.

1 addition, within each of the foregoing categories, the costs shall be
‘“Eovered in the sequence in which they are incurred.

ltams debitad to the Petroleum Costs Account

The following expenses and costs shall be debited to the Petroleum
Costs Account:

Fersonnel expenses

All payments In respect of the salaries and wages of the Contractor's
employees diractly assigned to the Petroleum Operations carried out
under this Contract, in the Republic of Liberia, whether temporarily or
Permanently, including amounts imposed by the applicable laws and
Casls of employeas' benefils and all additisnal charges or expenses in
accorgance with the individual ar collective employment contracts or
pursuant to the Contractor's personnel policies.

Overhead costs in Liberia

Wages and salaries of the Contractor's personnel directly engaged in
the Petroleum Operations in the Republic of Liberia, whose work time
is not directly allocated to the programs, as well as costs of maintaining
and operating in Liberia a main and administrative office and sub-
officas necessary for the Petroleum Operations.

Overhead costs abroad

adjustad according to the actual costs borne by the Contractar.

However, overhead costs paid abroad shall be charged only within the
following limits:

(@)  priorto the grant of an exclusive exploitation authorization Ona
Hundred percent (100%) of the expenses charged to the
Petroleum Costs Account excluding overhe 5ts for the year
in question:
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I.2.4

I.2.5.

I.2.6,

I.2.7.

I.2.8.

11.2.9,

(b) ~ from the grant of the first exclusive exploitation autharization
One Hundred percent (1 00%) of expenses charged 1o the
Petroleum Costs Account excluding overhead costs for the yaar
in question,.

Bulldings

Construction, maintenance expenses, as well as rents paid for all
offices, houses, warehouses and buildings of other types, including
heousing for employees, and cost of equipment, furniture, and fittings
necessary for the operation of those buildings directly required for the
performance of the Petrolaum Operations.

Materlals, equipment and rentals

Costs of equipment, materials, machinery, and facilities purchased or
pravided for use |n the Petroleum Operations, as wel| as rentals or
compensations paid or incurred for the use of any equipment or

facilities required directly for the pedformance of the Petroleum
Qperations.

Servicas

Costs of services directly related to Petroleum Operations rendered by
subcontractors and consultants, as wall as any costs directly related to
services rendered by the STATE or NOCAL or any other authorities of
the Republie of Liberia.

Costs of services directly related to Petroleum Operations rendered by
Affiliated Companies, provided that such costs shall not excead those

normally charged by independent companies for an identical or similar
service. ’

Insurance Pramiums

Premiuris pald for insurances customarily taken out for the Petroleum
Operations to be carried out by the Contractor.

Legal Expenses

All expenses of handling, investigation and settlement of Iitigation or
claims directly arising from the Petroleum Operations.

Financlal Costs

All interests paid by the Contractor in raspact of the loans from Third
Parties and advances obtained from Affiliated Companies, provided
that those loans and advances shall be for the purpose of the financing
of Petroleumn Costs related only to the developmant of Patraley
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il.4.

I.3.

Uiparktions in respect of a Field. In the event such financing is
provided by Affiliated Companles, ths allowable interest ratas shall not

exceed the rates customarily used in the international financial markets
for loans of a similar natura,

11.2.10.0thar Expenses

Any other expensas incurred and paid by the Contractor for the
Purposes of the necessary and proper conduct of the Petroleum
Cperations under the approved Annual Work Programs and Budgets,
olfier than the expenses covered and dealt with by the foregoing

provisions of this Article and other than the expenses excluded from
the Petroleurn Costs.

Expenses not chargeabls to the Petroleum Costs Account

The expenses which are not directly necessary for the performance of
the Petroleum Operations, and the expenses excluded by the
provisions of the Contract or this Accounting Procedure as well as by
the regulations in force in Liberia, are not cha rgeable to the Petrolaum
Costs Account and shall therefore not be recoverable.

Such expenses shall include, without limitation:
(8] expenses relating to the period before the Effective Date; =

(B} any expenses relating to the operations carried out beyond the
Delivery Point, such as transportation and marketing costs;

(¢} financial costs relating to the financing of exploration Petroleum
Operations, and those relating to the share of financing of
development Petroleum Operations; -

{d)  bonuses defined in Article 18 of the Contract;

(e}  exchange losses.

Itermns credited to the Petroleum Costs Account

The following incomes and proceeds shall, inter alia, IEJE credited to the
Petroleum Costs Account;

(a) income arising from the marketing of the quantity of Crude Oil 1o
which the Contractor is entitled under Article 16 of the Contract
for the purpose of racovery of the Patroleumn Cosls:

()  any other Incomes or proceeds related to the Petroleum
Operations, specifically those arising from: .

* sales of related substances: .
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" « any services rendered to Third Parties using the faciities
dedicated to the Petroleum Operations, including, but-not
limited to, processing, transportation and 5 e of products
for Third Parties in those facilities. *.\>

- \
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Article Il < Qa4t Evaluation Basls For Services, qut_,ﬂgﬂg arid
n

.1,

n.z.

lL3.

4.

- @4uipment Used in the Petroleum Opafa 8

Technical services

A reasonable rate shall be charged for the technical services rendered
by the Contractor or its Affiliated Companies for the direct benefit of the
~etroleum Operations carrled out under the Contract, such as gas,
waler, core analyses and any other analyses and tests, provided that
such charges shall not excead thosa normally charged by independent
tachnical service companies and laboratories for similar setvices.

Purchase of materlals and equipment

Materials and equipment purchased from Third Partles and directly
necessary for the performance of the Petroleum Operations carried out
under the Contract shall be charged to the Petraleum Costs Account at
“Nat Cogt” Ingurred by the Contractor. : s

“Mat Gast® shdll Include such items as taxes, shlﬁ “ig ﬁﬂaﬂ-f&aﬂ.
uannbbﬂnﬂurl[;lruding and unloading costs, lice 8, related to the
supply of materjals and equipment, as well as it losses not
recovered through insurance.

|Use of equipment and facilities owned exclusively by the
Contractor

Equipment and facilittes owned by the Contractor and used directly for
tha Petroleum Operations shall be charged to the Petroleum Costs
Account at a rental rate which shall be sufficient to cover maintenance,

repairs, depreciation and services required for the performance of the
Fatroleum Operations. _

Valuation of materials : e

All materials transferred to Liberia from the Contractor's warehouses,
ar from those of any antity constituting the Contractor or their Afflllated
Companies, shall be valued as follows:

(@) New Material

New material (condition "A*) means new material which has
never been used; one hundred percent [1 )0%) of the current
market price, which corresponds to the pricé normally charged
for similar supplies in arm's length transactions between buyer
and seller.

Material in good condition (condition “B*) means material in good
condition which Is still usable for its original se without
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* repiir, at a maximum of seventy-five percent (75%) of the price
of new materidl.

b) Other used material

Other used material (condition "C*) means material siill usable
for its ariginal purpose, but only after repairs and reconditioning:
at 2 maximum of fifty percent (50%) of tha price of new material.

£)  Malarlal In poor condition

Ma'gral In poor condition (condition "D") means matdral no
lonyjar Usable for its original purpose but Eti]l'[lﬁabia for gther
puraoses: at a maximum of twenty-five parcent [26%) of the
price »f new material.

S — — r—

(d})  Secrap material

I Sciap material {condition “E™) means material beyond usage and
repair: prevailing price of scrap material.

<t lI.5. Materlals and equipment disposed by the Contractor

Materials and equipment purchased by all the entities constituting the
Contractcr shall be valued in accordance with the principles defined In
. Article lil. 4 z bove,

Materials and equipment purchased by any entity constituting the
Confractcr cr by Third Parties shall be valued at the received sale
price, which shall In no event be less than the price determined In
accordan g with the principles defined in Article 111.4 abpve.

The corre sponding amounts shall be gredited to the Petrolaum Costs
Account.
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Article IV <Inveturies

IV.1.

.2,

IV.3.

Pariod

Tha Contracor shall keep a permanent inventory both in quantity and
value of a | normally contrallable materials used for the Petroleum
Cparations end shall proceed at reascnable intervals with the physical
invantories £s required by the Parties.

Notlce

A written 10'ice of intention to take an inventory shall be sent by the
Contracter £t least ninety (90) days prior to the commencement of said
invantary so that the STATE and the entities constituting the Contractor
may be roprasented at their own expenses during the Invantory
oparations,

Infarmat qn

In the evisni the STATE or any entity constituting the Conitractor shall
Aot be resrasented at an inventory, such Party or Parties shall be
hound to accept the inventory taken by the Contractor which shall
furnish to such Party or Parties a of said inyeptory.

Page 73 of 75




“!—._.l—

Article V - Finar cial and Accounting Statements

The Ci ntractor syall furnish the STATE and NOCAL with all the reports,
record : and statem ants prévided by the provisions of the Contract and the

applici ble regulations and, inter alla, the following financial and accounting
statem ents;

1'.1.

v-lzl'

Statemert of exploration work obligations

Such annJa statement shall be submitted not later than one (1) month

after the «n¢l of each Contractual Year in respect of the exploration
periods.

it shall prasant with detalls the exploration work and aexponditures
carried out lyy the Contractor to fulfill its obligations set forth In Article 4

of the Contract, excluding specifically appraisal wells and ralated
appraisal expenditures as wall as development expendituras,
exploitation expenses, overhead costs and bonuses.

Statement of recovery of Petrolaum Costs

A quarterly staterment shall be submitted not later than cne (1) month
after the end of each Calendar Quarter. It shall present the following
items of thiz Petroleum Costs Account:

(@)  the amoupt of Petroleum Costs which remain to lze recovered at
the beginning of the quarter,

(b)  the amount of Petroleum Costs in respect of that quarter and
raciverable under the provisions of the Cdntract;

(c)  tae quantity and the value of the productian of Petroleum taken

by “he Contractor during the quarter for the purposa of recovery
uf the Petroleum Costs;

(d)  ‘he amount of incomes or proceeds credited for the purpose of
Ariicle 11.5.(b) above during the quarter;

(e) the amount of Petroleum Costs which remain tc be recovered at
the end of the quarter.

Iﬁludd tion, an annual statement of the recovery of Petroleum Costs
shall te submitted prior to the end of February of each Calendar Year.

Staternent of production

Aftar ornmengement of production, such monthly stata gt shall be
subnitted not Iater than fifteen (15) days after the end of aach month.

It shal present for each maonth the detalled production of 2ach

i =
Expleitaion Perimeter and, inter alia, the quantities of Pairsleum:
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la) * sto'ec atthe beginning of the month;

(b)  lifted 1iuring the r:;l.nnth:
(¢} los:ad used for the requirements of the Petroleum Operations;

(d)  stored at the end of the menth.
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AINDENDIUM TO PRODUCTION SHARING CONTRACT
BE "WEEN THE NATIONAL OIL COMPANY OF LIBERIA
A VD ORANTO PETROLEUM LIMITED, BLOCK LB-12,

JUNE 2005 '

BETWEEN

The Republic of Liberia represented for the purposes of this Contract
by he MNatisnal Ol Company of Liberia (NOCAL), a company
incc rporated under the laws of Liberia; REPRESENTED by its
Chz irman of it BOARD and President/CEQ

AND

Ora 1o Petrcleum Limited a company incorporated under the Laws of

the Federal Fepublic of Nigeria, hereinafter referred to as “the
Cor tractor”. ¥

Thii addendum represents decisions reached between the two

par ies at a ineeting held on Wednesday July 12, 2006 at The Royal
Air =orce Club in London, U




ARTICLE 3

DL RATION OF EXPLORATION PERIODS AND SURRENDERS

3

3.2

4.3

The exclusive exploration authorization 1s hereby grantad to the
Contracto” for & period of eight (8) consecutive years defined

A first I=xploration Period of four (4) Contract Years, 8 second
Exploration Period of two (2) Contract Years and a third

Explorition Period of two (2) Contract vears in respect of the
entire 1Delimited Area.

¥ durng the first exploration period set forth above the
Contrector  has fulfiled the exploration work commitments
defined in Article 4, as ascertained by the Government, the
exclusiva exploration authorization shall, at the Contractor's

request, be renewed for a second exploration period of two (2)
Contract Years.

ARTICLE 4
EXPLORATION WORK COMMITMENTS

The Contractor, during the first gxploration period defined in
Articde 3.1, shall carry out a minimum work programme at a cost
of ro less than eight (8) million Dollars which acludes a 3D

Seinmic Survey of 1500 square Km and the driling of one (1)
exploiation well.

The Contractor, during the second exploraticn period defined in
Artcle 3.1, ghall carry outa minimum work programme at a cost

of 10 less than ten (10) million Dollars including & commitment
to drill one (1) exploration well. _
!-\-‘-\_‘_‘_\_-'—'
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4.4 The Co-tractor, during the third exploration period defined in
Arti sle 3.1, s7all carry out a minimum work programme at a cost of no

les: than ten (10) million Dollars including a commitment to drill one
(1) sxploration well.

4.5 Each of the exploratory wells shall be drilled to a minimum depth
of 1 vo thousard (2000) meters, after deduction of the water depth, or
to a lesse: depth if the continuation of drilling performed in
ace ordance with good international petroleum industry practice is
pre vented fcr nny of the following reasons:

(a)  The basement is encountered at a lesser depth than the
minimum contractual depth;

(b) Continuation of drilling presents an obvious danger due
i1 the existence of abnormal formation pressure;

(c) c'ock formations are encountered the hardness of which
- revents, in practice, the continuation of drilling by the
. se of appropriate equipment;

(d) “istroleumn formations are encountered the crossing of
which requires, for their protection, the laying of casings

reventing the minimum contractual depth from being
reached.

in th: event that any of the above reasons OCCUIS, the

explo alory well shall be deemed to have been drilled to the
minimiuin contractual depth.

Notw thstanding any provision in this Article to the contrary,
NOC.AL and the Contractor may, at any time, agree to abandon

the criling of a well at a lesser depth than the minimum /.
contr aciual depth. /

In orier to carry out the exploration drilling defined in Articles
4.3 anc 4.4 in the best technical conditions in accordance with
good International petroleum industry practice, the Contractor
undertzkes to make the expenditure required to meet the
objec tives of the well work programme which will include drilling
and s appropriate, testing. ' !

e




ARTICLE 6

CONTRACTOR’'S OBLIGATIONS IN RESPECT OF THE
EXI’LORATION PERIODS AND ENVIRONMENTAL
MANAGEMENT

6.5 The (Sentractor further undertakes to carry out all petroleum
operaticns in accordance with the Environmental Protection
and Management Laws of Liberia and all International "
environimental protocols. In this respect, the Contractor shall:

(a) Submit to the Government an Environmental Impact
Statement (EIS) prior to the commencement of
escploration and production.

(b)  Take reasonable preventative, corrective and restorative
measures to protect from pollution, contamination or
damage resulting Petroleum Operations water bodies,
land surfaces and the atmosphere, and that any
pollution, contamination and damage of such water
bodies, land surface and atmosphere hereunder be
rectified.

Subject to the foregoing, and at the conclusion of Petroleum
Opera‘ions in the Delimited Area, the Contractor will undertake

reasorable efforts to restore the terrain to a state in which it Is
useiib'e.

. 1.41 The Contractor and its subcontractors shall be obligated to give
| preferance to enterprises and goods from Liberia, if conditions
I of price, quality, delivery time and terms of payment are similar

to thcse from other countries or from non-Liberian sources.
| Speciically, the Contractor commits itself’ to award 1o only
Liberrians, supply, construction or service contracts, the
estimated value of which is under Two Hundred Thousand
Uniterd States Dollars (US$200,000.00). If the Cpniract is above
| Twia Hundred Thousand United Siates Dollars

| (U%$200,000.00) and is awarded to a Non-Liberian cﬁntm@
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the contractor must seek a partnership with a Liberian
cormpany(ies).

ARTICLE 16

REC OVERY OF PETROLEUM COSTS AND PRODUCTION
SHARING

16.1 For tie purposes of recovery of the Petroleum Costs, the
Contractor may freely take each Calendar Year a portion of the
production in no event greater than seventy percent (70%) of
the Total Production of Crude Oil or Gas from the Delimited
Area, or only any lesser percentage which would be necessary
an¢| sufficient to recover remaining cost.

Thi value of such portion of Total Production allocated to the
I rec overy of the Petroleum Costs by the Contractor, as defined

in e preceding paragraph, shall be calculated in accordance
witn the provisions of Article 18.

If during a Calendar vear the Petroleum Costs not yet
recovered by the Contractor under the provisions of this Article
16 2 exceed the equivalent in value of seventy percent (70%) of
the “otal Production of Crude Qil or Total Production of Gas
fram the Delimited Area, as calculated above, the balance of
ths Petroleum Costs which cannot be recovered in that
Cslendar Year shall be carried forward in the following
(:lendar Year or ‘Years until full recovery of the Petroleum
.ats or until the expiration of this Contract.

'46.2 Fcr the purposes of recovery of the Petroleum Costs, the

: ~niractor may freely take each Calendar Year a portion of the
praduction in no event greater than seventy percent (70%) of

ths Total Production of Crude Oil or Gas from the Delimited

Ajag, or only any lesser percentage which would be necessary
a1.d sufficient to recover remaining cost.

118 value of such portion of Total Production allocated 10 the
sccvery of the Petroleum Costs by the Contractor, as defined

1 the preceding paragraph, shal calculated in accordance
e & th the provisions of Article 18.

5




16.3

16 4

If during a Calendar Year the Petroleum Costs not yet recovered by
the Contractor under the provisions of this Article 16.2 exceed the
equiva ert in value of seventy percent (70%) of the Total Production
of Cruie Oil or Total Production of Gas from the Delimited Area, as
calculated above, the balance of the Petroleum Costs which cannot be
recove-ecl in that Calendar Year shall be carried forward in the
follow ng; Calendar Year or Years until full recovery of the Petroleum
Costs ur until the expiration of this Contract.

The quartity of Crude Oil from the Delimited Area remaining during
each Calendar Year after the Contractor has taken from the Total
Production the portion necessary for the recovery of the Petroleum
Costs, hereinafter referred to as “Remaining Oil Production,” shall be
shared between NOCAL and the Contractor as follows:

Incrernents of daily oil NOCAL's Share Contraciors
Share

Total Production

(in Barrzls per day)

from € to 30,000 20% 80%
from 20,201 to 75,000 40% 60%
from 75,201 to 200,000 50% 50%

over 200,000 60% 40% L & L|

The Remaining Oil Production shall be shared according 0 the daily
Total >roduction from the Delimited Area.

The terms and conditions of the above schedule may change subject to
the cominercial discovery of oil.

In cas> of natural gas, the following production sharing shall apply:

Incre nents of daily Gas NOCAL’s Share Contractors
Share

Total Production 30% 7 Q/




Far the purpose of this Article, the daily Total Production shall

bz the avarige rate of Total Production during the calendar
q sarter in quastion.

ARTICLE17
TAXATION

7.1 Lnless otheiwise provided for in this Contract the Contractor
s1all, in respect of its Petroleum Operations, be subject to the
It ws gene ally applicable and the regulations in force in Liberia

concerning iaxes which are or may be levied on incomes, or
d sterminet} thereto.

It is specif ciilly acknowledged that the provisions of this Article

s 1all apply Ihdividually to any entity comprising the Contractor
uder this Contract.

The Contractor shall keep separate accounts for each Fiscal
Year in respect of the Petroleum Operations, in accordance
with the regulations in force in Liberia, enabling in particular the
e stablishment of a profit and loss account as well as a balance
sieet showing both the results of said Petroleum Operations
@1d the ass<t and liability items allocated or related thereto,

7.2.11'or the purpioses of Article 17.1 the Contractor shaill in respect
f its net profit arising from Petroleum Operations, be liable to
‘orporate income tax under the laws and regulations in force in
|.Iberia. licame tax applicable to Petroleum Operations carrie
1wt under this Contract shall be thirty five (35)%, which shall be
|'aid on is behalf by NOCAL directly to the Government of
|.iberia. Te portion of profit il necessary to pay the tax of the
‘sontracter shall be added to NOCAL's share of the profit oil
ithis shaie which constitutes the actors taxes will be
Inutually delermined by The Parties.




ARTICLE 19

BONUSES AND HYDROCARON
DEVELOPMENT FUND

19.1 The Cottractor shall pay to NOGCAL the following onuses.

(ay “wo (2) million Dollars when the Total Production of
(>rude Qil from the Delimited Area first reaches he
avarage rate of thirty thousand (30,000) Barrels per day

o dusing a period of thirty (30) consecutive days.

(b) Three (3) million Dollars when the Total Production of
~rude Oil from the Delimited Area first reaches ihe
average rate of fifty thousand (50,000) Barrels per day

during a period of thirty (30) consecutive days.

(c) Five (5) million Dollars when the Total Production of
Crude Oil from the Delimited Area first reache: the
average rate of one hundred thousand (100,000) Barrels

per day during @ period of thirty (30) consecutive days.

Each of “he amounts referred to in (a), (b) and (c) above shall
be paid within thirty (30) days following the expiration of the
reference period of thirty (30) consecutive days.

19 2 These binuses shall not be recoverable and ckall therefore notl
be tre.ated as Petroleum Cosis.

193 HYDF.OCARBON DEVELOPMENT FUND

19.3.1. To stimulate research in the field of hydrocarbon,
miost especially in continental areas, and to assist the
Giovernment in its overall goal of achieving energy

" gustainability, a Hydrocarbon Development Fund, 10 be
managed by NOCAL, has been established: Within thirty
cays of the Effective Date of this Agreement, the Contractor
¢hall make a one-time contribution of Five (5) Hundred

“-hausand Dollars to this Fund




19.3.2. The contribution to the Hydrocarbon Development
Fund referred 1o in ‘Article 19.3.1 will be recoverable and
therefore, shall be considered as Petroleum Costs.

ARTICLE 29

PERSONNEL AND TRAINING

29.2. Upon ~smmencement of the Petroleum Operations, the
Contractor shall provide funding for Training Programmes and

for that rurpose the Contractor shall devote an annual Training
Budget of:

(a) $100 000 Dollars during each year of the exploration period;

(b) $200 000 Dollars during each year of the exploitation period.

additionally, the Contractor shall make an annual contribution
of Sevetti-five (75) Thousand Dollars to the University of
Liberia for the anhancement of programmes in Geology, Minng
Enginesing and Environmental Studies.

29.3. Upon corymencement of the Petroleum Operations, the
\ : Contracior shall provide funding for Social and Welfare
| programmizs in Liberia and for that purpose the Contractor shall
‘ devote en annual Social and Welfare Budget of:

(a) $150,020 Dollars during each year of the exploration period;

| (b) $250,00 Dollars during each year of the exploitation period.

An escryw account shall be established by both Parties for the "

purposes Of receiving money and paying for the programmes
Y
£

I
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d stailed in Avicles 29.2:1 and 29.2.2 and they shall both be
sl Jnatories to such account, except for the contribution to the

University of Liberia which shall be paid directly to the
ir stitution.

Tre Training requirements shall be developed by both Parties
w th the understanding that NOCAL shall provide 70% of the

tr iining cadidates and the Contractor shall provide 30% of the
ci ndidates.

Tie Training and Social and Welfare Programmes =zhall be
m stually agjreied by the Parties.

T.ie Training and Social and Welfare expenses borne by the
C sntractor shall be included in recoverable Petroleur Costs.
Fiinding for the Training and Social and Welfare Programmes
st all be paid within 30 days of the Effective Date, Thereafter,
pi yments hall be made within thirty days of each subsequent
ai niversar' cf the agreement,

29.4 Tle entry ivto Liberia of all foreign personnel shall be
atthorized and the STATE shall issue the documents
necessary for that entry to all members of the foreign
pt rsonnel, suich as entry visas, working permits and exit visas,

in compliance with the immigration regulations in force in
Li »eria.

Al the request of the Contractor, the STATE shall facilitate any

im migratior ‘ormalities with the Immigration Bureau. at the

ptints of eniry into and exit from Liberia, in respect of the

! . Contractor's employees, contractors, subcontractors and
a¢ ents, and their families, all without undue delays.

29.5 Al the emoluyees required for the conduct of the Petroleum

O rerations shall be under the Contractor's authority or that of

its contractors, subcontractors and agents, in their capacity as

, er \ployers. T1eir work, number of working hours, salaries and

- ary other rnatters relating to their employment conditions shall

Al be determired by the Contractor or its coniractors,
i sL bcontracors and agents,




ARTICLE 32a
TERMINATION

32.1 Terminalion by the Contractor. During the Exploration and
xploitation Periods, the Contractor may surrender, by not less
han sixly day notice to NOCAL, all of its rights and obligations
ereunder in respect of all or any part of the Delimited Area,
ind the cperator shall be relieved of all obligations to NOCAL in

espect f the area so surrendered except those obligations
'ising out of or related to the surrender.

32.2 Terminalion by NOCAL. Subject to the provisions of Article
31, NOCAL shall have the right to terminate this Agreement if

any of ‘he following events (hereinafter called "Events of
Jefault”) st all occur and be continuing:

\a) Wrere the Contractor shall fail to make any of the
payments described in this Agreement on the due
payment date, and such default is not cured within thirty
(30) Jdays after notice by NOCAL or within such longer
peiiods as may be specified in said notice;

(b} Where the Contractor shall materially fail to comply with
its wiork commitments and other conditions in this
A0 e2ment and such failure is not cured within ninety (20)
days after notice by NOCAL or within such longer period
as may be specified in the notice [

(c) Where the Confractor shall (i) wvoluntarily dissolve,
lguicate or wind up its affairs, or make an assignment of
all or supstantially all of its assets for the benefit of
creditors other than an assignment made to secure
inc ehitedness incurred in the ordinary course of business;
(i) file a petition or application to any tribunal for the
appcintment of a trustee or receiver for all or any
suastantial part of the Contractor's assets; (iii) commence
any proceedings for its bankruptcy, reorganization,




arrangement, insolventy or readjustment of debi under
the laws of any jurisdiction, whether now or nercafter in
effec: ur if any such petition or application is filed, or any
such proceedings are commenced against b shall
indicate its approval thereof consent therato or
I acqui:_e:;cﬁnce therein, or (iv) if any order is entered
appcining any such trustee or receiver, or adjudicating
the Scntractor bankrupt or insclvent, or approving the
petitor in any such proceedings, and provided that the
Conira=tor shall fail to take corrective measure(s) o have
such o-der removed or lifted within sixty (60) days:

(1) Where the Contractor shall fail to carry out Exploration as
reguired by Article 4, or cease Exploration for & period of
twetse (12) consecutive months or cease Production with
respect to all Production Areas for a period of twenty four
(24) consecutive months, uniess such failure or cessation

is consented to by NOCAL or is caused by a stale of force
majaure.

323 Jpportunity to Cure. In the case of an alleged Event of

| ' Jefault cescribed above, NOCAL, before taking any further
iction. shail provide Notice to the Contractor of the alleged

. securrenize of such Event of Default and of NOCAL's views in
; hat regerd and shall offer the Operator a fair opportunity to
' -onsult with NOCAL to resolve the matter. I, after a
-easonatle period of time of consultation, NOCAL is of the

reasonable opinion that the matter cannot be resolved by
further consultation, NOCAL may then send to the Contractor

Notice of NOCAL's intention to terminate this Agreement. [f the

Event of Cefault is not cured within sixty (60) days after said

Notice, ur within such longer period as may be necessary to

i allow a 1ezasonable period of time to effect such cure, then thi

! Agreemen. shall be terminated, subject to Article 31

' 12 4 Disputes Regarding Events of Default. Notwithstanding the
| provision of Article 32.2, if the Contractor disputes wheth




t1ere has been an Event pf Default described above and, within
tixty (60) cays after receipt by the Contractor of NOCAL's
| lotice of = intention to terminate this agreement, refers such
¢ ispute 1o arbitration in accordance with Article 31, then
{arminaticn of this Agreement shall not take effect until the
ipality o, and in accordance with, an arbitration award
npholding HOCAL's right to terminate the agreement.

ARTICLE 36

STABILITY OF CONDITIONS

36.3 2eriodic Heview: In the event of changes in circumstances
tom thote existing at the Effective Date, that have a material
affect on the terms of this Agreement , either NOCAL or the
Sontractor shall at the request of the other consult together. If it
is establsFed that such Profound Changes in Circumstances
have occ urred, then the Parties shall effect such changes in or
clarifications to this Agreement that they agree are necessary.
The Paries shall meet in good faith to make the necessary
revisions and adjustments to the Agreement in order to
maintain such expected economic benefits to each of the i
Parties, »rovided that the economic benefits to the Parties shall
not be re diiced as a result of exercising the terms of this article.
For the purposes of this Agreement the term “Profound
Change: in Circumstances” shall mean such changes in the
economic zonditions of the petroleum industry world wide or in
Liberia or such changes that result in such a material and
fundame nial alteration of the conditions and assumptions relied
upon by e Parties at the Effective Date of this Agreement (or
the time a*er any subsequent review under this Article) to the
effect t1at the overall balance of equities and benefits
reasonedly anticipated by the Parties will no longer be
achleva ¢, Additionally , the Parties also agree to review the
agreem i every five years to consider the concerns of any of
the Partien,
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