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TRANSLATION OF -
JOINT OPERATING AGREEMENT

O (b§réi§ﬁ£ter sometimes referred
Y, a sotiétd nationale with registered
‘ , duly

to as se
offices at Brazzavillg)@geﬁrésgnted by
zuthorized to that eflegty

of the first part;

(hereinafter sometimes referred to as ), a

corporation with registered offices at

, represented'by

, duly authorized to that effect,
of the second part,

(hereinafter sometimes referred to

as ), a corporation with registered offices at

represented by , duly authorized to that effect,
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PREAMBLE

WHEREAS, is the holder of the Type
np" hydrocarbon exploration permit known 2s n "
described below; ' -

, WHEREAS, this permit was granted to
with the option for it to associate with the other
signatories of this agreement to pursue the working
thereof, which the parties wish-to do;

, _WBEREAS, in order to realize this goal, the
parties to this agreement are signing on this day with the
: ) a convention governing
their relations with the
and

WHEREAS, the parties wishihereby to set forth the
terms and conditions which shall:igovern the relations
among themselvesj S e vl

oW THEREFORE iT IS EEREAY'ACREED AS“FOLLOWS:

Article 1 - Defini%fﬁﬁs‘

Whenever themﬁgiiﬁwéﬂé terms zre used in this
Agreement, they will: hawve "the mezning set forth below:

1.01 "AGRSEMENTIY: This joint operzting agreement for
exploration and exploitation of hydrocarbons.

1.02 "PARTY"™ or "PARTIES™: The Parties to the
AGRESMENT and their respective successors and assigns.

1.03 "PERMIT": The type "A" explorztion permit -known
as " v granted to by the Decree, 2
copy of which is attached hereto as Zxhibit 1, and 2ll.its
extensions, amendments, variations or renewals, if any, as
well as any exploitation permits which may be granted over
any part of its surface.

. 1.04 "ACCOUNTING PROCEDURE": The accounting procedure
attached hereto as Exhibit 2.

1.05 "CALENDAR YEAR": Twelve (12) consecutive months
beginning on January 1st of any year.

1.06 "QUARTER“: 'A consecutive three-month period
beginning on the first day of January, April, July.or
October of any CALENDAR YEAR.
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1.07 *© ": The Republic of

1.08 "CONVENTION": The instrument entered into
between the , I ‘ and : to
define and govern their respective rights and obligations
within the scope of their operationsvfof working the

PERMIT.

. 1.09 “"DOLLARS": The currency of the United States of
America. '

~ 1.10 "FISCAL YEAR™: A CALENDAR YEAR, except for the
first fiscal year which begins upon the effective date of
the AGREEMENT. '

1.11 “FRENCH FRANCS" - The Currency of Republic of France.

" 1.12 "BYDROCARBONS": Solld, 1iquid and gaseous
hydrocarbons discovered and/or produced on the PERMIT:

113 TNATURAL GAS": GaS&Su$ HYDROCARBONS produced by
the PARTIES on the PERMIT) -but excluding-c¢ondensates which

by normal field metgdxgnbf'processipg&arefseparated and
recovered as a léqyiﬁ,x' R

114 "LIQUID RYDROCARBONS™Y HYDROCARBONS produced by
the PARTIES on the g£§§£§,=but exluding NATURAL GAS.

1.]5 "OPERATOR": ¢ The PARTY designated 1in accordance
with paragraph .01 hereof to conduct the PETROLEUM WORKS,
2s this term is he:ginafter_defined in peragraph 1.19
below, on the PERMIT for the joint benerit of the PARTIES.

1.16. n"NON-OPERATOR"™: Each of the PARTIES other than
'OPERATOR. ; :

1.17 "PARTICIPATING INTEREST®: The percentages, as
determined in accordance witn Article 3 below, in which
the PARTIES participate at any given time in the expenses,
rights and obligations under the PERMIT and the AGREEMENT,
and share at any given time in the production of .
EYDROCARBONS in accordance with Article 10 below.

1.18 "COMPANIES": The PARTIES, except

1.19 nAFFILIATED COMPANY":

1.19.1 Any company in which more than 50% of the
voting rights in ordinary shareholders' meetings are held
directly or indirectly by one of the COMPANIES;

1.19.2 Any company which holds, diréctly or
indirectly, more than 50% of the voting rights in the
ordinary shareholders® meetings of one of the COMPANIES;
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1.19 .3 Any company whose voting rights in
ordinary shareholders’ meetings are subject to more than
50% control by a cofpany-which itself holds, directly or
{ndirectly, more than 50% of the voting rights in the
ordinary shareholders’ meetings of one of the COMPANIES;

1.19 .4 Any company in which -more than 50% of the
voting rights in ordinary shareholders' meetings are held
directly or indirectly by several COMPANIES, or by several

.cgmpanies as described 1in sub-paragraphs 1.18.1 to 1.18.3
above. :

1.20 "PETROLEUM WORKS"™: All the activities, wherever
carried out, relating to exploration, development,.
exploitation, transportation, storage and disposition, in
the CONGO or for export, of BYDROCARBONS.

) ~1.21 nEXPLORATION WORKS™": _That part of the PETROLEUM WORKS which is -
undertaken with the purpose of discovering one or several hydrocarbon deposits. .
including: - : :

(i) The aeromag survey realized before the granting of the

PERMIT but included on common acceptance by the .
and the COMPANIES in the,EXPpQBATION WORKS, and its
interpretation, and P RS

works on theisémé'énomallx,j@pdéffaken until the date on

(ii) seismic surveys agﬁxfhé discoyerji&é)fxénd all subsequent

| which the Operating Committée. provided for in the JOINT
OPERATING AGREEMENT Qégidgsﬁ pursuant to Article § of the
JOINT OPERATING .AGREEMENT, that a discovered deposit of
HYDROCARBON§“i$.co@mercially exploitable.

o t1.22 "DEVELOPMENT AND EXPLOITATION WORKS": A1l
PETROLEUHM WORKS other than EXPLORATION WORKS, including
the transportation of BYDROCARBONS to the point of
offlifting by -the PARTIES. v

1.p3 "JOINT ACCOUNT®": The account or accounts
mzintained bY OPERATIOR in accordance with the ACCOUNTING
PROCEDURE, to which shall be charged the costs and
expenses of PETROLEUM WORKS performed under the AGREEZMENT,
and which are to be borne by the PARTIES, proportionally
to thelr respective PARTICIPATING INTERESTS.

1.24 "“ADVANCE ACCOUNT": The accounts maintained by the OPERATOR for each
COMPANY to record entries respecting to advances made by the COMPANIES to the
OPERATOR on the behalf of and the reimbursements made by

and so in accordance with the provisions of Article 9 below.

1.05 "BARREL™: Unit equal. to 42 U.S. gallons (one
U.S. gallon being equal to 3.78541 1i{tres) measured at 60°
Fahrenhelt.

Article 2 - Purpose, effective date and term

2.01 The purpose of the AGREEMENT {s to set forth the
terms and conditions under which the PARTIES shal}l jointly

R
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work the PERMIT, which is hereby made available to them
for this purpose of . It shall become effective on
the date of the Act having the force of Law approving the
PERMIT and the CONVENTION and, subject to the other provisions
of the AGREEMENT, it will remain in full force and effect for
the duration of the PERMIT and, in any event, until the assets
acquired hereunder shall have been disposed of and a final
settlement of the accounts among the PARTIES shall have been
made. : :

Article 3 - PARTICIPATING INTERESTS of the PARTIES

_ The PARTICIPATING INTERESTS of the PARTIES shall
be as follows:’

Name of the PARTY PARTICIPATING INTEREST
e 20.00%
S5 50,008, v -
2hoF 0 30.00%: k.
. - B0.00% 20.00%

Article § - OPERATOR

4.01 Appointment of OPERATOR

3.01.1 ESSO is hereby appointed OPERATOR.
BEowever, upon expiration of a ten (10) year period
commencing upon the Date of Completion of the Developnent
- Works on the PERMIT, may resquest to act as
OPERATOR on 21l or part of the PERMIT, provided that it
has previously reimbursed the COMPANIES, in accordance
with the provisions of-the AGREEMENT, for all the '
COMPANIES' contributions made pursuant to Article G below
and that it demonstrates its ability to perform the
runctions of OPERATOR, both from a technical standpoint
and with' respect to undertakings toward money lenders and
equipment suppliers. In such case, it shall give three
(3) months' prior notice thereof to the COMPANIES. The
Operating Committee will consider ‘ts request at
its very next meeting and, after having determined that
the two conditions set forth above in this sub-paragraph
4.01.1 bave been met, will determine the date and
practical conditions for the transfer of OPERATOR's
functions to

4.01.2 For the purpose of this paragraph 4,01,
the phrase "Date of Completion of the Development Works™"

v «j' 131 &)
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shall mean the date of completion of the last development
well drilled on the first commercial deposit of
HYDROCARBONS discovered on the PERMIT.

4y.02 Exclusive right to operate

In accordance with approved programs and budgets
and subject to instructions which may be given to it from
time to time by the Operating Committee, OPERATOR shall
have exclusive charge of and shall conduct 211 PETROLEUM
WORKS. ’ )

A1l PETROLEUM WORKS will be conducted by OPERATOR
or by its. duly authorized agents or by independent ’
contractors engaged by it. ‘

¥.03 Employees 2and contractors

The number of employees, the selection. of such
employees, the hours of work and-thé compensation to be
paid to 211 employees in connecfion wi;h??EIBOLEUM WORKS
sh=211 be determined by QPERATOR, and-211ieirployees and
contractors employed or. uysed in‘EEIBQEEUM WORKS shzll be

employees OrF contragtors of OPERATOR:

§.04 Conduct or ?ETRQiSﬁ8vﬁdRKs

In the copdut 6T PETROLEUM WORXS, OPERATOR shall:

(a) carry out™~diligently all operztions in accordance
with practices generally followed by the peirolieum
industry, conform to good oil field and engineering
practices and perform such operations in an efficient and
economical manner. All operztions shall be conducted in
compliance with the provisions of the PEZRMIT and -
applicable laws and regulations.

(b) Pernit the representatives of any of the PARTIES
to have free access, at their own risk and expense, toO the
locations where PETROLEUM WORKS are carried out at all
reasonzble times with the right to observe any and 2ll
operations being conducted for the joint account of the
PARTIES and to inspect 211 mzterials, equipment and other
property jointly owned by the PARTIES. ~Each PARTY through
its duly authorized agents or employees shall be pernitted
to examine and have access to, at all reasonable times,
2ny and all data and interpretations thereof, {ncluding
but not limited to, cores, samples, logs and surveys
concerning PETROLEUM WORKS. OPERATOR shall furnish to the
PARTIES upon request a- copy thereof, the cost of which
vill be charged to the JOINT ACCOUNT.



(c)_ Keep the premises and property jointly-owned by
the PARTIES free from any liens, charges z2nd encumbrances
arising -out of the PETROLEUM WORKS.

(d) . Promptly pay 211 costs and expenses incurred by
it in its operations for the PETROLEUM WORKS when due and
payable.

(e) Make for the account of the PARTIES all payments
{other than taxes which are measured by the income of the PARTIES
and the Mining Royalty - subject for this later to the provisions
of the subparagraph 4.11 below) as provided under the CONVENTION
and applicable laws. OPERATOR will not be held responsible for and
will not be liable for any default or delay of payment of any
other PARTY when such PARTY {s directly assessed and such
delay or default'is unknown to OPERATOR. In the event
OPERATOR is aware of or has been notified of a defzult or
delay in payment, OPERATOR may, after consultation with
the PARTIES, make such immediateiexpenditures-as may be
necessary to protect the PERMIT:from being forfeited; such
expenditures shall be :ggﬁfﬁgﬁ prompt}f@ﬁe’the PARTIES by
OPERATOR and the proyisioctis of parigraph 8.05 below shall’
apply. e B o '

(£) Provide and maiﬁté}g}&ﬁ force any and 2ll

{nsurance as may be requffed of OPERATOR by applicable
laws, and provide spéh}ﬁdditional {nsurance as may be
putually agreed up n by the PARTIES pursuant to Article 16
below. o ) :

(g) Prepare and urnish to the PARTIES progress
reports on the PETROLEUM WORKS,” including geological and
geophysical-reports, daily drilling reports, well logs,
surveys, reports on pressure and production tests and
reports which OPERATOR 1s required to furnish to -the
and such reports, data, statements and information as may
be prescribed from time to time by the Operating Committes.

4.05 Expenditures

OPERATOR shall carry out each program of
operations adopted by the PARTIES within the l1imits of the
approved budget therefor and shall neither undertake any
operations not included in an approved program nor make
any expenditures dvring a FISCAL YEAR in excess of the
budgeted amounts approved therefor, subject to the
following: :

(a) If necessary to carry out an espproved program,
OPERATOR is authorized to make expenditures in excess of
the budget adopted therefor up to but not exceeding ten
percent (10%) of such budget item, prcvided, however, that
no cumulative total qf)guch excess expenditures shall
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exceed five percent (5%) of the total budget. Such excess
expenditures shall be reported promptly to the Operating
Committee by OPERATOR.

(b) .OPERATOR is also authorized to make unforeseen
expenditures within the scope of PETROLEUM WORKS during
any CALENDAR YEAR not included in (but-related to) an
approved program and not provided for in an adopted
budget, limited, however, to a total not exceeding one
hundred thousand DOLLARS ($100,000) or the equivalent
thereof in another currency; provided that such
expenditures shall not be for purposes theretofore
rejected by the Operating Committee and provided further
that OPERATOR shall promptly submit to the Operating
Committee a report relating to such expenditures. When
such expenditures have been approved by the Operating
Committee, the amount authorized shall be again set at one
hundred thousand DOLLARS ($100,00Q) or the eguivalent

P

thereof in any other,currency,uxyibéing the intention of
the PLRTIES that OPERATOR shalI-Have authority permanently
to expend said amount undér -the terms-ard-eonditions set
forth zbove. S S

(c) Notwithstanding the.provisions of sub-paragrzph
(b) above, in case ©f emergency-Within the scope of the
PSTROLEUM WORKS, OPERAIQﬁQméy”make such immediate
expenditures as it deemS-necessary for the protection of
life and'propertxwadQQSQCh emergency expenditures shall be
reported promptly té the Operating Committee by OPERATOR.

(é) " Unless otherwise decided by the Operating
Committee, OPERATOR shall invite competitive bids fYor
materials or services estimated to cost more than two
hundred and fifty thousand DOLLARS ($250,000) per bid.
The PARTIES shall be free to subrit bids. o

4.06 Claims

Any and all claims and suits arising out of the
PETROLEUM WORKS, to the extent not coveréd by insurance,
may be compromised, settled or shall be defended by
OPERATOR provided, however, that OPERATOR shall not pay
more than the equivalent of twenty five thousand DOLLARS
($25,000) in the settlement of any clzim or suit without
obtaining the prior approval of the Operating Committee.
Any claim or suit for any amount shall be promptly
reported to the Operating Committee. OPERATOR shall
follow the instructions of the Operating Committee with
respect to claims and suits which exceed the equivalent of
twenty five thousand DOLLARS ($25,000). Each PARTY hereto
shal) have the right to be represented by its own counsel
and 2t its expense in the settlement, compromnise or
defense of claims and suits in amounts in excess of the

4 T
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equivalent of twenty five thousand DOLLARS ($25,000) or
which, in the opinion of the PARTY in question, involve an
issue of principle. In such a case, the PARTY desiring to
be represented by its own counsel shall notify the other
PARTIES of such representation. -

4y 07 Liability

OPERATOR shall not be liable to the other PARTIES
hereto for anything done or omitted to be done by OPERATOR
in the conduct of PETROLEUM WORKS hereunder, except in
cases of material breach of the AGREEMENT, willful '
misconduct, willful failure to act or such wanton and
reckless conduct as constitutes in effect an utter
disregard for harmful, foreseeable and avoidable
consegquences. : o

4 .08 Resignation or removadt qﬁibPEBATOR

OPERATOR may resigniasisuch ai apy _time by
written notice to each NON-GPERATOR,- OPERATOR may be
removed as such if it:hasifailed in-a2%substantial manner
to perform its dutigs @nd obligations hereunder as
determined by the aZfirmative] vpie of the Operating
Committee. In this case,.the decision of the Operating
Committee shall be arrived.'at by a unanimous vote of
NON-OPERATORS. Resighation or removal of OPERATOR shall

ot become effective until six (6) months after the date
of notice of such resignation or removal unless prior
thereto a new OPERATOR takes over.

-~

4.09 Appointment of new OPERATOR

, Upon resignation or removal of OPERATOR,-a PARTY
which is willing to serve as such shall be designatéed as
the successor OPERATOR by a vote of the Operating
Committee. The PARTY which has been removed may not, in
voting for its successor OPERATOR, vote to reinstate
itself.

4.10 Transfer of duties and obligations

Immediately after notice of resignation or
removal of OPERATOR is given, the PARTIES, at their
expense, shall arrange for the taking of an inventory of
the equipment, materials and supplies acquired by
OPERATOR. From the date OPERATOR ceases to act as such,
{t shall turn over to the new OPERATOR or the PARTIES in
the case a new OPERATOR has not been selected, -all
materials, equipment and supplies and all records and
documents in its possession or custody as OPERATOR. The
accounts of the resigning or removed OPERATOR relating to
SETROLEUM WORKS for the current calendar year and a period
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of twenty four (24) months preceding such CALENDAR YEAR
shall remain subject to potential auvdit and correction in
zccordance with the ACCOUNTING PROCEDURE for twenty four
(24) months a2fter the date the resignation or removal has
"taken eifect. -

In case of resfignation or removal of OPERATOR,
the personnel of citizenship employed by
such OPERATOR for the purpose of the PETROLEUM WORKS shall be taken in the
new OPERATOR's employ under the same terms

4.11 Payment of Mining Royaluy

OPERATOR shall deliver to the on behalf and pursuant to instruc-
tions of the PARTIES any mining royalty in kind due to the . The mining
royalty payable in cash or quantities of HYDROCARBONS offlifted by a PARTY
shall be paid separately to by such a PARTY, or by the OPERATOR on
the behalf of this PARTY with a formal agency agreement ("nandat") whlch may
be revoked at-any time. e,

g 12 - Vocational training and employment of ;Ew‘ __personnel

Upon determ1nat10n by the Operatlng Comm1ttee that a commercial
discovery has been made ORERATOR shall- carry~out the vocational training,
in accordance with vocatiorial training: -priograms . approved by the OPERATING
COMMITTEE, and the recruiting, undey thé conditions set forth in the

CONVENTION of personnel with the objectives (i) of permitting the
gradua) replacement of- OPERATOR‘S foreign personnel assigned to the .
PETROLEUM_WORKS by { :'pérsonnel, and (ii) of gradually placing

) in the position’ of taking over ‘the role of OPERATOR. To this
end, OPERATOR shall carry out the above-mentioned vocational training
programs and shall have personnel assigned to OPERATOR participate
in the PETROLEUM WORKS. .OPERATOR shall keep the PARTIES informed of the
progress of these vocational training programs and of the 1ntegrat10n of

personnel into the PETROLEUM WORKS.

Article 5 - Ooerating;Committee

5.01 Overall Supervision

Immediately after execution of the AGREEMENT,
there shall be established an Operating Comnittee,
conmposed of a representative of each PARTY with full
authority to represent and bind the PARTY by whom



appointed in 211 matters arising under the AGREEMENT.
E=ch PARTY shall appoint one representative and one
alternate by written notice to OPERATOR and 2ll other
PARTIES. The alternate appointed by a PARTY shall only
act in the event the representative appointed by such
PARTY is not available. Each PARTY shall have the right
to change its representative and alternate at any time by
notifying in writing the other PARTIES to that effect.
Except as otherwise provided in the AGREEMENT, the
Operating Committee shall administer, supervise, direct
and control 211 operations hereunder.

5.02 Decisions of the OperatingAthmittee

Subject to the provisions of paragrapls 4.08 and 4.09 above and of
subparagraph 11.03(c) below, decisions of the Operating Committee shall be
made by an unanimous vote of the PARTIES, each PARTY -having one vote. This
paragraph shall be modified by a common agreement between the -PARTIES in
case of transfer by a PARTY of all or part of.its PARTICIPATING INTEREST.

‘The OperatingiCommittee shall meet whenever :

vrequested by OPERATOR by the giving of fifteen (15) days
prior written notice;which notice shall include the
proposed agenda, the date, time and place of the meeting.
Tzch PARTY may at any time require OPERATOR to ca2ll a
meeting, in accordance with the procedure set forth zbove,
to discuss specific guestions which shall then be part of

the agenda of said meeting.

The Operating Committee shall meet at least once
in each CALENDAR YEAR to consider and approve the work
program and budget referred to in Article &6 below. The
decisions of the Operating Committee shall be binding on
211 PARTIES except as herein otherwise specifically
provided. No decision on any matter not included on the
proposed agenda of a meeting shall be taken, unless
representatives o€ the PARTIES unanimously agree to the
contrary.

5.04 Chairman

sha2ll preside over the meetings of
the Operating Committee. OPERATOR shall act as secretary.
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5.05 Operating Committee minutes

VWritten -minutes of each meeting shall be prepared
by OPERATOR with copies sent to the PARTIES as soon as
possible thereafter for approval or comment within thirty
(30) days of receipt. Failure to respond within the
thirty. (30) day period shall constitute approval of. such
minutes. .

5.06 Decisions without a meeting

Any matter may be submitted to the Operating
Committee for decision without actually holding a meeting, .
provided that such matter is submitted in writing to all
PARTIES by OPERATOR. 1In such a case, each PARTY shalil,
within ten (10) days from receipt, communicate its written
vote to OPERATOR; any matter which receives the )
affirmative vote provided for in paragraph 5.02 above
shall be deemed.adopted-in the same manner as if a formal
meeting had been held. OPERATOR:'shall retain written
minutes of each such vote and shall advise_ each PARTY of
the results of each such voteri™ g

5.07 Techniceal §u§%é¢355ftees~i SRR

5.07.1 ifhéxbberagiﬁg-éégmittee shall establish
any necessary sub>committees :and at least one technical
sub-committee, each composed of a representative of each

PARTY. The functions“znd powers of such sub-committees
shall be determined by  the Operating Committee.

. 5.07.2 “The meeting's rules and the procedure for
calling the meetings of the sub-committees shall be the
same as those provided for the Operating Committee. The
representative of OPERATOR shz1ll preside over each meeting
of a sub-committee and shall act as secretary.

5.07.3 When entrusted by the Operating Committee .
with the power to make decisicns, sub-committees shall
decide by unanimous vote; failing which,; they shall refer
the matters to the Operating Committee.

5.08 The Operating Committee and any sub-committee
may decide to hear any person for whom a2 hearing is
requested by a-PARTY. Each PARTY may, in addition, have
experts of its choice attend the meetings of the Operating
Committee or of any sub-committee.

Article 6 - Work programs and budgets

6.01 Submittai of yearly work program -and budgetl

On or before the thirtieth (30th) day of
September of each CALENDAR YE&R, OPERATOR shall submit to
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the PARTIES the work progran which it proposes to carry
out on the PERMIT during the subsequent CALENDAR YEAR es
well as the budget relating thereto. However, OPERATOR
shall, within sixty (60) days from the effective date of
the AGREEMENT, as defined in paragraph 2.01 above, submit
the work progranm which it proposes to carry out on the
PERMIT during the current and next CALENDAR YEARS, as well
as the budgets respectively relating thereto. _

_ This work program shall include as a minimum the
work required to be performed under the provisions of the
PERMIT during such CALENDAR YEAR. At the time this
CALENDAR YEAR's program and budget are submitted, a
provisional work program and pudget for the next two {(2)
succeeding CALENDAR YEARS shall be presented by OPERATOR.
OPERATOR shall submit a work program and budget as soon 2s
possible after the execution of this AGREEMENT for the
then current year.

.6.02 Approval of yearly work pfozram‘and budget

» On or before the twthigﬁhMIZOth) of December of
ezch CALENDAR YEAR the OpegaﬁihgﬁGommitzpe shall agree
upon and adopt the work priogram and budgét-for the

subsequent CALENDAR YEAR.: <ft the tim -of agreeing upon

and adopting 2 work. pEOgram and.budget, the Operating

Committee shall, oniy:ion a provisional basis, consider,

but shazll not adopt, a wogkkprﬁgfém for the next two (2)
succeeding CALENDAR YEARS, " AS soon as possible after the
:adoption of a work pndgfgﬁﬁand_budget, OPERATOR shall mzil
a copy thereof to ;eaéh PARTY.

6.03 Revisioﬁmgf work program and budget.

Each yearly budget shall contain an jtemized
estimate on a quarterly basis of the costs of the
PETROLEUM WORKS provided for in the related work program
during each QUARTER of the period and an itemized estimate
of all other expenditures to be made by OPERATOR including
(but not necessarily 1imited to) rentals, taxes (other
than taxes measured by the income of the PARTIES) and
other payments. Each work program_and.budget shall be
subject to review and revision by the Operating Committee
from time to time and 2t least once a year on or about the
thirtieth (30th) dzy of June.

6.04 Cash advances

OPFRATOR shall have the right to require each
PARTY to advance its share of anticipated cash
requirements within the limits of the amounts provided for



in approved budgets.‘ Such cash advances shall be effected
in accordance with the provisions of the ACCOUNTING
PROCEDURE - ' )

6.05 Authorization for expenditure

. Unless otherwise agreed by the Operating --
Committee, OPERATOR sha21l submit to the Operating
Committee, for prior approval, an authorization for
expenditure (hereinafter nAFE") covering each individual
expenditure in excess of one million DOLLARS ($1,000,000)
within the approved work prograa and budget. Said AFE
shall be submitted thirty (30) days in advance of the
proposed expenditure. Expenditures of one million DOLLARS
($1,000,000) or 1less shall be approved by OPERATOR without
further action by the Operating Committee and an AFE shall
be furnished to the PARTIES for information. -

'6.06 Form of AFE

Each AFE shall inclggggﬁﬁébfollqwing information:
(2) A brief descrigﬁiﬁﬁmof thgdp56§o§al.

(b) A concisewsgéﬁéﬁent spmﬁaﬁi%ing the procedure or

method to be followéd and tkem?@ﬁicipated results.
(c) Estimated cos;iﬁgbﬁéﬁ down by major components.

(d) 1In the gzse of drilling of a well, the location,
the anticipated depth and all other pertinent data.

Article 7 - Confidentizl information

7.01 Information

Each PARTY shall have the right to examine and
make copies of all geological, geophysical and other
technical data relating t©o the PERMIT and to the PETROLEUY
WORKS, including all charts, maps, interpretations and all
other records obtained and/or prepared by OPERATOR.

7.02 Disclosure of confidential information

211 information acquired by any PARTY hereto with
respect to the PETROLEUM WORKS shall be considered as
confidential and, subject to the terms of the PERMIT,
shall -not be divulged to any third party (except to
AFFILIATED COMPANIES) except with the unanimous approval
of the PARTIES. The provisions of this paragraph 7.02
shall not be applicable to any disclosure required by any
lzus, rules or regulations of any governmental agency Or

stock exchange.
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7.03 Trades of well and other data

OPERATOR may, with the approval of the Operating
Comnitiee, mazke well data trades >nd other data trades
with third parties for the benefit of the PARTIES with any
data so obtained to be avajilable to all PARTIES. OPERATOR
shz1l enter into an undertaking with any such third party
to keep such information confidential. '

Article 8 - Costs, expenses, paterials and equipment

8.01 Ownershio

A11 materials and equipment acquired by OPERATOR
for PETROLEUM WORKS shall be owned by the PARTIES in
undivided shares in the proportion of their PARTICIPATING
INTERESTS at any given time. However, in the event that
prior to the commencement of commercial production the
PARTIES decide to surrender the PERMIT, it is agreed that
211 the assets acquired for the PETROLEUM WORKS and which

oan be saved and removed from the PERMIT, and which have
been paid by the COMPANTES-thrgugh thelr contributions
made in accordance with;Artigle 9 below,-.shall belong

exclusively to the PARTIES that have-paid for then.

agrees thaf~in no_case it will have any rights

to these'assets,iﬁq{métter,nﬁgt-ﬁﬁese may be. To this
end, shall exgeunté-and deliver to the other

0

PARTIES =211 instruments -pmeceSsary to transfer its
wndivided share in.th&sé“assets, and the COMPANIES

receiving them ;hall”bbt be 1iable for any payment for any
tax, duties or other charges whatsoever which may be

attached to thistransfer.

8.02' Costs and expenses

A11 costs and expenses Of PETROLEUM WORKS,
{pcluding the costs and expenses borne for the-acquisition
of 211 materials and equipment acquired for the benefit -of
the PARTIES, shall be borne. by the PARTIES in proportion '
to their respective PARTICIPATING INTERESTS at the time
when such costs and expenses are jncurred. Similarly, all
jiabilities arising out of the PETROLEUM WORKS shall be
shared among the PARTIES in proportion to their respective
PLRTICIPATING INTERESTS.

8.03 ACCOUNTING PROCEDURE

A11 costs and expenses of whatever kind that are
incurred in the conduct of PETROLEUM WORKS shall be
determined and settled in the manner provided for in the
ACCOUNTING PROCEDURE, and OPERATOR shall keep its records
of costs and expenses in accordance with such ACCOUNTING

PROCEDURE. 1In the event of conflict between the AGREEMENT



+nd the ACCOUNTING PROCEDURE, the provisions of the
AGREEMENT shall prevalil. :

8.04 Audit

 The books and accounting entries of OPERATOR
pertaining to the PETROLEUM WORKS sha21l be maintained in
accordance with the ACCOUNTING PROCEDURE and shall be
subject to audit and periodic inspection by any or all of
NON-OPERATORS in accordance with the ACCOUNTING PROCEDURE.

8.05 Default and lien

(a)  If any PARTY shall fail to 2dvance to OPERATOR

+s share of expenditures, or to make its coniribution to
the costs and expenses of the PETROLEUM WORKS, as provided
for in the AGREEMENT, such PARTY shall be in default and
DPERATOR shall immediately so notify such PARTY
(hereinafter referred to as the-"Defaulting PARTY"). A
copy of such notice, which will nazme the bank or banks,
and specify the account of ~thé-0PERATOR, shall be
simultaneously forwarded- to feach of. the-other PARTIES to

acquaint them with the facts constituting such default. .
fach non-defaulting- PARTY shald,-within twenty (20) days
of receiving a2 éopy of such potice, advance to OPERATOR 2
share of the amourt in respect of which the Defaulting
PARTY is in default, in.-the proportion that its
PARTICIPATING INTEREST»bears to the aggregate of 211 the
PARTICIPATING INTERESTS of the non-defaulting PARTIES.
Fach non-defaulting PARTY shall continue to advance to

_ OPERATOR an identical share of the sums due in the future
in respect of which the Defaulting PARTY is in default
until the Defaulting PARTY has reimbursed the sums due, Or
the Defaulting PARTY's PARTICIPATING INTEREST shall have
been assigned, or until operations shall have been
abandoned pursuant to sub-paragraph 8.05(c) below. The
amounts so advanced by a non-defaulting PARTY shall.
thereupon become a debt due by the Defaulting PARTY,
payable on demand and bearing interest; as hereinafter
provided. OPERATOR shall have the right to bring suit to
enforce the collection of all sums payable by a Defaulting
PARTY to any non-defaulting PARTY.

(b) The Defaulting PARTY may remedy its default by
depositing, within ninety (90) days following the notice
provided for in sub—paragraph 8.05 (2) above, the amount
in default to the ~ccount of OPERATOR in the bank or banks
stipulated in such notice. If the Defaulting PARTY
chooses to-remedy its default, it shall deposit at the
same time 2nd in the same manner an additional amount
equal to the interest due and copnputed as set forth in
sub-paragraph 8.05 (e) below.



~ Upon the payment by a Defaulting PARTY of any
amount in default, the amount so paid shall be distributed
and paid to the other non-defaulting PARTIES proportion-
ately to the contributions theretofore made by. them. In
the event that the Defaulting PARTY has failed to remedy
<uch default within such ninety (90) day period, that
PARTY shall automatically be deemed to have elected~to
withdraw from the AGREEMENT and shall, notwithstanding any
other provisions of the AGREEMENT, forfeit all rights
hereunder, including its right to HYDROCARBONS, effective
as of the last day of said ninety (90) day period.

(¢) The Defaulting PARTY withdrawing as provided
above shall share in the obligations and lizbilities which
have been incurred by the PARTIES prior to the effective
date of its withdrawal in.accordance with the provisions
. of the AGREEMENT as if such default had not occurred. 1In
addition to the other legal remedies available to them,
each non-defaulting PARTY shall have the option (but only
after consultation with the othernon-defaulting PARTIES)
exercisable by notice in writingiwithin thirty (30) days
after the expiry of the said nifdety (9@) "day period to
require the Defaulting PARIY-to as;@én%tbviﬁ, at the
"expense of the Defaul tinig“PARTY, the entiire PARTICIPATING °

INTEREST of the Defzalting PARTY free of charge and free

of 211 liens and ehcumbrance¥;iexcept those arising in
favor of.one or several of ‘the other non-defaulting )
PARTIES. If the said eptiod is exercised by more than one
non-defaulting PARTY, “thé Defaulting PARTY shall assign
its PARTICIPATING INTEREST to such non-defaulting PARTIES
exercising such option in the proportion that the
PARTICIPATING INTEREST of each of them bears to the sum of
their PARTICIPATING INTERESTS prior to such assignment.
The Defaulting PARTY shall execute and deliver at its cost
any and all documents and take at its cost any and all
action necessary to effect the assignment of its
PARTICIPATING INTEREST in the PERMIT to such non- - .
defaulting PARTIES. If 'the non-defaulting PARTIES (or any
of them) have not elected by the end of "the said thirty
(30) day period to acquire-all of the Defaulting PARTY's
PARTICIPATING INTEREST, no assignment of the Defaulting
PARTY's PARTICIPATING INTEREST shall be made and, in that
event, the PETROLEUM WORKS hereunder shall thereupon be
abandoned at the earliest possible date and each PARTY,
including the Defaulting PARTY, shall pay its PARTICIPAT-
ING INTEREST share of all costs of abandoning the

PETROLEUM WORKS.

(d) Until such time as the assignment of its said
total PARTICIPATING INTEREST has been completed, and to
the extent that such joinder may be necessary oOr
appropriate;“the~Defaulting PARTY shall remain obligated
to join with the other PARTIES to perform any action which

forh
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the remaining PARTIES wish to perform within »be scope of
the AGREEMENT to protect the rights and benelits of the
PARTIES under the PERMIT.

(e) All unpaild amounts owed by the Defaulting PARTY
shall bear interest monthly at the rate, determined as set
forth below,. in effect on the respective due dates. The
applicable interest rate will be the arithmetic average of
the high and low interest rate per annuz applicable for
one—month DOLLAR deposits on the London interbank market
(rounded, if necessary, to the nearest one-sixteenth per
cent (1/16%)), as publishéd on the respective due dates in
the Euro-currency interest rate table of the Financial
Times, plus a two and a half (2 1/2%) margin. Such
interest rate shall be applied to a2ny unpaid zmounts on a
month-by-month basis, a new interest rate being computed
and applied to any unpaid amounts on the montkly
aniversary date of any due date. ‘

(f) Each PARTY in addition tO its other riéhtq and
remedies, shall have and is herebv~g‘ve a.lien on the
PARTICIPATING INTEREST of each of "the o»ner.PLRths
severally in the PERMIT, cnd An ‘all joi hvly— wned assets
and in all the productlon “obtained, from the PIZRMIT and the
income deriving thereffom. The non—de zulting PARTIZ
sha211 be entitled to* enfor0° SUSH.. 1ien in accord-
ance with. the laws of the Jurlsélction where the assets
are located. All monies: r°covered from the exercise of
the lien on a Defaultlng RARTY's property and PARTICIPATING
INTEREST shall, afier . deduction of all costs incurred in -
connection with such‘recovery, be credited agaipst all
amoiints due from such Defaulting PARTY under the' terms of
the AGREEMENT and any excess funds rezzining shall be paid
over to the Defaulting PARTY. Any deficiency recaining
due after application of the foregoing procedure shzll
remain the obligation of the Defaulting PARTY and may be
collected as any other debt. hobnlubcbcﬁdvng the
foregoing provisions, if at the date of exercising the
lien against the property and the PARTICIPATING INTEZRESTS
of a Defaulting PARTY, there has been producec zs much as
ninety percent (90%) of the estimated recoverzbdle reserves
from a reservoir located on the PERMIT {based upon
estimates approved by the Operating Comzittee), the
Defaultlng PARTY shall not be entitled to any payment for

ts PARTICIPATING INTEREST in the jointly-owned assets,
the production from such reservoir and the incon deriving
therefron until abandonment of production from SLCh
reservoir, and upon abandonment, such De‘aultlng PARTY
shall be required to bear its prorata share of the cost of
abandonment to the extent that zbandonment costis exceed
the value of salvage.
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8.06 Non-applicability to EYDRO-CONGO

As long as the COMPANIES' obligation to
finance - 's PARTICIPATING INTEREST share of .
the expenses and investments relating to PETROLEUM WORKS
on a given commercial field has not terminated in
accordance with paragraph 9.06 below, any failure by a -
COMPANY to make a payment to OPERATOR, as provided Tor in’
paragraph 8.05 above, of any advance or contribution
relating to PETROLEUM WORKS on a given commercial field )
shall be deemed to be a default by such COMPANY and not,by

- 8.07 Work to Which A1l Parties Have Not Consented

8.07.1 For -the purpose of the present paragraph 8.07:

(i) An exploration well (hereinafter;designated-
“exploration well”) designates?x

- either a well drilled on-ithe Permit-upon
any surface outside. the interpreted-.closure
of any geolpg{q@T{ﬁtructurexﬁh_fhé interpreted
- limits of aireservoir located in a stratigraphic
trap upSa'which a well has“been drilled in which
hydrocarbons in quantities which are probably
commercial arg present; or

- 2 wel],dﬁiileh%or deepened on the Permit on

any surface which is inside the interepreted
closure 6f any geological structure or the
{nterpreted limits of a reservoir Tocated in

a stratigraphic trap upon which a well has been
drilled in which hydrocarbons in quantities which
are probably commercial are present, such well
being drilled or deepened to a depth which is .
either above or below the stratigraphic level in
which said hydrocarbons are present in the
interpreted limits of such closure or of such
reservoir and which is not completed in a
geologic stratum in which such hydrocarbons are

present.

(ii) A step-out well (hereinafter designated "step-
out well") means any well drilled to the same field
of hydrocarbons located on a geologic structure or
in a stratigraphic trap on which an exploration well
has discovered hydrocarbons, provided that these
fields have not yet been declared commercial by the
Operating Committee at the date on which the drilling
of the step-out well is proposed in the form of an
additional program upon the conditions set forth in
paragraph 8.07.2 hereinafter.
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8.07.2 In addition to the work provided for in approved programs
by the Operating Committee, each Party (subject to the provisions of Article 8.07.!
hereinbelow) may reguest the Operator to carry out an additional program or work '
of exploration and delineation of a field on the following conditions:

(a) For each budgetary year, each Party may request the
drilling. of an exploration well or the drilling of two --
step-out wells or the deepening of any exploration or step-
out well;

gb) The Party wishing to carry out an additional program
hereinafter called the "Requesting-Party”) must notify the
other Parties in writing no later than:

within thirty (30) days 'of the approval or
the revision of the annual program and budget
of exploration for the year in question as
¢oncerns the drilling of a well;

not later than forty-eight (48) hours.after the
completion of drilling operations:by-the Operator
as concerns the deepening of’a wéil in the.course
of drilling.

This notification muyst %hé§25fe thg*dﬁp%af?ons to be carried out
for the realization of:the additiongl. program as well as the
estimate of the cost of such:program.

(c) Subject to the prp?i%{é%% of paragraph 8.07.9 (a) hereinafter,
the Parties other than-the Requesting Party may notify the Request-
ing Party of their:intention to partigipate in the additional program.

Such nqtification must be made no later than:

(i) thirty (30) days &s regards the drilling of
a wells

(ii) fofty-eight (48) hours as regards the deepening
of a well; )

following the notification provided for under paragraph 8.07.2 (b).

(d) WNo additional progrem may be undertaken if a Party, other than
the Requesting Party, shows that such operations would be likely to
cause delay or unusual hindrance to the carrying out of a work progre
previously decided upon by the Operating Committee.

8.07.3

(a) If all of the Parties have not chosen to participate in the
cost of such well, the petroleum operations related to the well
will be carried out for the account of the Party or Parties who
have chosen to participate in such cost (hereinafter called the
"Consenting Parties®).



The risk and cost involved in the carrying out of such.work
will be borne by each of the Consenting Parties in proportion
to the percentage of participation of all Consenting Parties
taken together (hereinafter called the "Percentage of Consent").

(b) The Consenting Parties will inform the non-Consenting Parties
of the carrying out of each of the operations undertaken in accorda
with the present Article, including their cost and the data obtaine
After the completion of each well the Consenting Parties will notif
the non-Consenting Parties of the results of the well within ten (1
days- following the date when the results are known. The non-Conser
ing Parties may consult or obtain all documents concerning the wel’
in due course. ’ -

8.07.4 VWork not resulting in a commercial well.

4 If the work in question results in a dry well, each of the Consenting
Parties will bear the entirety of.the costs and risks of plugging and abandon-
ing up to his Percentage of Consent. ) :

8.07.5 Work resulting in~a«xmmerci§1§§91i

(a) If work related to an.expleration well or istep-out well or if
deepening operations carried out ‘upan an exploration well or upon a step-
out well result in a well which the Consenting Parties decide to tomplete:
as a productive well {or in“ihée event -that. they should decide not to
complete as a productive well but to_ drill into the reservoir of hydrocarbons
which is thus discovered by drilling one or several development wells),
the non-Consenting Parties wiJl have the possibility of joining in such
discovery upon- the conditiodns.'set forth in paragraph 8.07.5 (bg and (c)
below, subject to notifying.the Consenting Parties within thirty (30) days
following notification of the results as contemplated in paragraph 8.07.3 (b)
above. - :

(b) The work of completing and equipping the drilled well, the driliing
operations and equipping operations respecting all other development wells as
well as the construction of all supplementary installations, will be financed
by the Consenting Parties and the non-Consenting Parties who join in the’
discovery (all of these Parties taken together being hereinafter called the
“Taking Parties") in the proportion that percentage of participation of each
one of them represents in proportion to the percentage of participation of
all of them taken together.

(c) The Consenting Parties will freely dispose, up to the limit of
their percentage of consent respectively, of the production of a well completed
as productive until the value of the hydrocarbons produced from such well and
sold, valued as is provided hereinbelow after deduction of all royalties due
upon such quantities shall be egqual to the sum of the following amounts:

(1) the total on the one hand of the drilling cost and
cost of testing the well up to and including the christmas
tree and on the other hand the development cost of such well;

and
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(ii) one thousand percent (1000%) in case of the drilling or
deepening of an exploration well or eight hundred percent
(800%) in the case of the drilling or deepening of a step-
out well of the share corresponding to the ’
percentage of participation of the non-Consenting
Parties who joined in the discovery in the drilling cost-
and the cost of testing the well in question, subject to

the provisions of paragraph 8.07.9 (a) hereinafter..

In the event that a well drilled in the framework of an additional program
<hall have not been completed as a productive well but shall have led to the
drilling of one or several other development wells or in the event that the
mean -production of the wells of a field thus discovered shall be.greater th-
that of the well in quéstion, the cumulative value-of the production wil’

be that of the production of the well done under the additional progre~
shall be that of the putative well whose production shall be deemed

the average production of the wells of the field discovered. -~

8.07.6 Valuation of Hydrocarbons PR
The 1iquid of hydrocarbons produced and sold skall _be valued, for the
purpose of the present paragraph 8:07,.at the prite-effectively realized
by the Consenting Parties in setling-such 1iquid hydrocarbons, or, in event
of sale to affiliates, at thelprice calcylated by using the commercial
reference value FOB . as defined in“Anpex 3 of the Contract.

In the event. that natural gas ghajlﬁﬁé discovered in quantities judged commercial
by the Operating Committee, thé Parties shall determine by common agreement

the details of valuation of natural gas for the purposes of the present paragraph _
8-07. i Teaean . ’

8.07.7 End of Operations

Beginning the first day of the month which follows the month in the course
in which the value of production is equal to the amounts to be recovered, zas
defined hereinabove, the development well or wells in question will be produced
for the account of all Taking Parties in performance with the provisions of
the Coniract, and thereafter the costs of producing such wells shall be borne
and paid by the Parties as provided for the Contract.

8.07.8 Accounting/Audit

The accounting for the additional work will be done in accordance with
the provisions of the Accounting Agreement and the Books of Account of the y
Operator respecting such operations shall be open for inspection by the Pariies
at any reasonable time. The parties shall have the right to examine the Books
of the Operator in accordance with the provisions of paragraph 8.04 hereinabove.

8.07.9 Consenting Parties/Requesting Parties

— —————

{a) As long as the advances made by the Companies in accordance
with Article 9 hereinbelew to cover the share corresponding to
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the percentage of participation of in-the costs and
investments relating to the petroleum operations shall not have

been reimbursed entirely by as provided for in
Article 9 hereinbelow:

shall not be a Requesting Party
will be deemed to be a Consenting Party

only if the additional program of work results in
placing into development and exploitation of a field:

(i) remaining indebted to the

other Consenting Parties for its share in the
additional work in accordance with the terms

provided for in Article S hereinafter.

(ii) but without being the beneficiary of the

amounts provided for in pardgraph 8.07 5 {c) (ii)
hereinabove, such sums bging owed only-te:the Consent-

ing Parties otherbthég‘g

(b) When é%h;%gébme agﬂéépé§f%ng Party, she will participate
in the-additional work on. the samg“teruis- and conditions as the other

Parties.

A0
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Article 9 - Financing of PETROLEUM WORKS -- Advances of funds

9.01 General

Advances of funds relating to the PETROLEUM
WORKS shail be made by the PARTIES pro rata to their
respective PARTICIPATING INTERESTS, subject however to the
following provisions of this Article 9.

9.02 Advances by the COMPANIES

9.02.1 Advances by the COMPANIES relating
to EXPLORATION WORKS

Subject to the provisions of sub-paragraph 2.03.1
below, the COMPANIES shall contribiite all of the funds
necessary to cover expenses apd,i@vestments corresponding
to EXPLORATION WORKS. w.{ RO oo

9.02.2 Advamzféjé}, bythe COMR_Aﬁ:I ES. rel ating

;Eg%DEVELOPMENTQAND“EX?LOITATION WORKS

Subject toxéhe pg@§f§iéﬁ$ of sub-paragraph 9;03;2
below, the COMPANIES §pali2c6ntribute all of the funds

o .

necessary to cover expeﬁsés and investments corresponding

§p.DEVELOPMENT AND E?PbDITATION WORKS

9.03 Advances by

9.03.1 Advances by . towards
EEPLORATION WORKS

(2) In case of discovery of a commercial field
on the PERMIT, s PARTICIPATING
INTEREST share in the COMPANIES! past and
future expenses and investiments for
EXPLORATION WORKS shall be <charged to

' in the ADVANCE ACCOUNTS and

offset by . in accordance with the
provisions of paragraphs 9.04 and 9.05 below.
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(b)

9.03.

(a)

(b)

Amounts so recorded shall bear interest at
the rate of six and cne-half percent (6.5%)
per annum, computed from the first day of
the calendar month following the date of
advance of the corresponding amouqt by

a COMPANY to OPERATOR. Interest amounts
sh21l be charged quarterly by OPERATOR and
shall be exclusive of any other cost, '
whether financial or other agio or
commission on such amounts.

2 Advances by ’ “towards
DEVELOPMENT AND EXPLOITATION WORKS

may elect to coniribute all or part of
jts PARTICIPATING INTEREST share of investments for
the DEVELOPMENT AND EXPLOITATION WORKS on each
commercial field. As soon as possible after the date
when the OPERATING COMMITTEE degided that -the field

in question is commercial,. .t .. _ shall notify

the COMPANIES of the extBAt toiwhich elects
to contribute its PARTIEIPATING INTEREST 'share of such

funds for the DEVELOPHENT AND EXPEOTTATION WORKS.

In case i 7 elects net-té contribute all or part
of its PARTICIPATING INTEREST-share of funds necessary for
the DEVELOPMENT AND@EXP&Q?TATION WORKS, the COMPANIES shall
advarice these funds-on the basis of the proportion between
each 0f—thgir{?AR§ICIPATING INTEREST and the sum of
PARTICIPATING{INTERESTS of all the COMPANIES.

's PARTICIPATING INTEREST share of the COMPANIES
advance towards DEVELOPMENT AND EPXLOITATION WORKS shall
be recorded in the ADVANCE ACCOUNTS, as set forth in paragrn
9.04 below, and offset by in accordance with
the provisions of paragraph 9.05 below. Fach such amount
advanced by the COMPANIES shall, bear interest from the
first day of the calendar month which follows the month dur
which such amount was advanced until the date of .
corresponding offset contribution, at the Interest Rate per
annum, plus a one percent (1%) margin, defined in Exhibit ¢
to the AGREEMENT. Sucn rate shall be exclusive of any othe
cost, whether financial or other, agio or commission on
amounts so advanced by the COMPANIES.



' 9.04 ADVANCE ACCOUNTS

OPERATOR shall keep an ADVANCE ACCOUNT between _and each
COMPANY. The ADVANCE ACCOUNTS shall be opened by OPERATOR as soon as possible
after the Operating Committee shall have declared the first discovery of a
commercial field of LIQUID HYDROCARBONS on the Permit. OPERATOR shall record
in each COMPANY's ADVANCE ACCOUNT, in accordance with each COMPANY's respective
advances, the following entries: ’ ' -~

9.04.2 To be credited to

Any reimbursement made by ' in accordance with paragraph
9.05 below.

9.05 ~ 's reimbursements
9.05.1 |
Amounts charged to in each ADVANCE ACCOUNT shall be
reimbursable by , not only the capital but financial expenses

and interest incurred, from the date of tbe~fi§§t ¥egular marketing of

LIQUID HYDROCARBONS from the PERMIT. .-:

9.05.2 o e

The reimbursement by’ | 6%the’ debit balance on ADVANCE ACCOUNTS
and the payment of the mining royalty. due by on its.PARTICIPATING
INTEREST share of production of LIQUID. HYDROCARBONS in accordance with the
provisions of the CONVENTION shaTl be made by allocation of a part of 's
PARTICIPATING INTEREST sharefﬁf:proﬁuction‘which is entitled to, valued
if nécessary-at the price defiped in Exhibit 3 hereto.

§.05.3

The computation of amounts to be contributed by referred to

in sub-paragraph 9.05.2 above, as well as their allocation, shall be made each
quarter, except in special cases for which the PARTIES will define by common
agreement the appropriate adjustments to the procedure defined in sub-paragraphs

9.05.2 to 9.0%.5. ]
9.05.4

‘In the event that, for such quarter, the sum of:

(i) amounts due by as mining royalty on
jts part of production of LIQUID HYDROCARBONS

(ii) debit balance of each ADVANCE ACCOUNT exceed 75% of

‘< PARTICIPATING INTEREST share of production which

js entitled to for the quarter in question, any excess of
such amounts over 75% shall be carried forward and reimbursed
in the same manner and under the same limitation from the
PARTICIPATING INTEREST share of production to which

will later be entitled to;
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_ However in the event that, at any time, the part of LIQUID HYDROCARBONS
received by after .any and all allocation is inadequate to allow HYDRO-
CONGO to comply with its obligation for paymert of corporate tax hereto, the
PARTIES shall meet to determine a new rate for LIQUID HYDROCARBONS to be allocated
to in order that could pay the said corporate tax.

9.05.5

For the purpose of applying sub-paragraph 9.05.1 to 9.05.4 abdve,
the payment made by will be allecated in the fellowing manner and .
in the following order:

1) payment of the mining royalty due by _ on its
PARTICIPATING INTEREST share of production of LIQUID
'HYDROCARBONS.

2) 's offset contributions to the ADVANCE ACCOUNTS

of the COMPANIES by way of reimbursement of the advances
made by the COMPANIES, in the following manner and in-the -
following order: i .

a) Amounts charged to . ot as interest =
on the COMPANIES' advances toward. EXPLORATION
WORKS in accordgnce with sub-pdragraph 9.03.1
above; R LN e

b) Amounts charged to _ %-.>> ~ and representing
" the COMPANIES advances-toward expenses and investments
for EXPLORATION WORKS in accordance with paragraph
9.03.1 (a) abovej’ _

.(‘Q

c) Other amounts charged to in the ADVANCE
ACCOUNTS beginning - if any - by the amounts charged
to as interest on the COMPANIES' advances

toward DEVELOPMENT AND EXPLOITATION WORKS in accordance
with paragraph 9.03.2 above. ' '

9.05.6

Except in the case provided for the procedure defined under paragraph
9.05.2 to 9.05.5 above, may freely reimburse in cash all or part’
of the amounts registered on debit balance of the ADVANCE ACCOUKTS and do so simply
by bank transfer to the account of the OPERATOR who shall credit ’ in
the ADVANCE ACCOUNTS as of the last of the current quarter at the date of valuation
of the transfer. :

In case of reimbursement in cash and as so far as possible, this
reimbursement shall be made by in the same currency as the one used
by the COMPANIES for the advances thus reimbursed.

In the opposite case the OPERATOR shall make or cause to be made the
CONVENTION in money or monies desired at the best possible terms for the account

of
144



9.06 End of :COMPANIES'. obligation to contribute
'*'s PARTICIPATING INTEREST share

of expenses and investments relating to
PETROLZUM WORKS

When all advances made by the Companies to

: under t;
present Article have been reimbursed, the obligation of the C i

T . : ompanie
advance the share of ) in the financing of petroleum works
end, and , will assume itself the whole of the financing of

. 1ts share petroleum operations in accordance with its percentage of
participation. '

9.07 Suvplying LIQUID BYDROCARBONS to the COMPANIES

For the purpose of the\app1icatioﬁ of paragraph 9.05 above,

-, hereby gives the O?erator ower to supply to the COMPANIES ever
Quarter that part of its PARTICIPATING INTEREST share of production of LIQUI

HYDROCARBONS to which ‘ is entitled for such Quarcer and which is
allocated to reimbursement of the advance$-gf the COMPANIES in accordance

with paragraph 9.05 above.

10- Disposition of ProdicEion

10.01 Liftings i

10.01.1 Each Party has.the right each calendar year in accordance with
the provisions af this Article.to receive in kind and tq_lift_sepqrate]y_ﬁhe
quantities of hydrocarbens corresponding to its percentage of participation
times the amount of available oil as determined for each field for the year
in question as well as to have the free right of disposal of such quantity
This right of each Party as defined is designated under the term Lifting
Right in the present Article.

The "available 0i1" as used in this Article 10 is equal to the capacity of opt
production for each field for each calendar year in the conditions provided for
“in Article 10.02 hereinabove diminished by the amount taken by Operator for cam
ing out the PETROLEUM WORKS subject to the Contract.

10.01.2 Provisions of the present Article do not apply in the event of
discovery of gas or in case of production of hydrocarbons resulting from the
application Clause 8.07.

10.02 Available 0il

(a) Before the first of July of year A, Operator will advise
each Party the estimated volume of available o0il for each field
and for each one of the calendar years following: A+l, A+Z,
and A+3.
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(@) Before.the first of October of year A, the Operating Commnittee
will determine for each field the volume of available oil for
each one of the three following calendar years. ‘

The volume of available 0il of each field will b i
/ e set firmly

quarter by gquarter for year A+l and b i

years A to A+2 and A+3. i Of'?.mmate ror

The volume of available oil thus fixed shall be immediately o
notified in writing by the Operator to each of the Parties.

10.03 Lifting Reguests -

Before the first of November of each year the Parties after having mutually

conmsulted each other will notify the Operator in writing of their requests for
liftings of-liquid hydrocarbons for each field for the three calendar years

following.

10.03.1 - For year A+1 they will be segregated for each field by quarter
taking into account the quarterly division of the volume of available oil of each
field for the year in question; also they will be as equally as possible spread
out over the year, provided the Parties do not:agree otherwise. -

10.03.2 “For determination of the-1ifting requests for the year A+l, ‘the
Parties have agreed that if the lifting.request of a.Pariy for a given field and
for year A+l is less than his 1iftjng 'pight (such.-Party is called an underlifter)
a Party or several Parties provided that their original 1ifting requests were .
equal to their 1ifting rights, way buy from the underlifter and 1ift (such
Parties being deemed to be everlifters)all-er part of the quantities of liquid
hydrocarbons corresponding to the -difference between the 1ifting right and the
1ifting request of- the underliftgr:for-thé field in gquestion and for—year A+l.

10.03.3 To this eﬁa:;befgre the November 30 of the year A, the underlifter
must advise the other Parties-of the quantities of 1iquid hydrocarbons by field and
by quarter which he will not 1fit and which is thus placed at their disposition in

the course of year A+l.
Within fifteen (15) days following the notice given by the underlifter, each Part
if desirous of overlifting all or pgrtiof the quantities of liquid-hydrocarbons not

lifted, must notify the underlifter of his intention to purchase such quantities.

The conditions of sale (the term, the price the delay for payment ...) of
the 1iquid hydrocarbons overlifted will be fixed by common agreement between the

overTifter and underlifter fn a separate contract.
- 10.03.4 The lifting request of each Party will show as the case may be if

need be, the quantities of liquid hydrocarbons by field which will be the subject of
the overlifting, as well as segregation by quarter in the course of the year A+l.

s

10.03.5 The 1ifting request of the Parties notified to the Operator will:

be firm for year A+1; they may not be modified for
any reason and in particular in the event of default
of 1ifting by one of the Parties except, in the event
of unanimous agreement of the Parties, or in the event
of a change in the volume of available o0il for a field
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for year Atl, and or in case of a change in the division
of the percentage of participation amongst the Parties.

and the 1ifting reguests of the Parties notified to the

the Operator will be estimated only for the years A+2

and A+3. v
10.03.6 As long as shall not have completely reimbursed
the advances which had been made to it by the companies in conformance with
Article 9 hereinabove, N

a) . will be deemed for each calendar year to have
given a 1ifting request equal to its 1ifting right for
such year and,

b) may not acquire from the underlifter, on the terms
set forth in paragraph 10.03 and sub-paragraph 10.03:4 of the
present Article all or part of the quantities of 1iquid hydro-
carbons corresponding to the difference between the 1ifting right

10.03.7 For a given field the sum of the 1ifting requests- of the Parties
for a given year may not be in excess of the sum ©F the 1ifting rights of all of
- the Parties, that is to say the volume of availableoil in accordance with the
provisions of the second paragraph hereinaboveé:.: ™ Lo

10.03.8 For year A+l the{Upé{ét%ng Commifiéézﬁgii'determine before
December 31 the production for_ edch '0F- the fields. which will be equal to the
sum of the firm 1ifting requeits. 6f the Parties with regard to the field, as

10.04 Apportionment.- .{ :.

The Operator will“do his best to .produce in the course of
each quarter the quantities of available oil sufficient, following
deduction of the-quantities used for petroleum operations, to
provide the Parties with petroleum up to the amounts subject of
their request in the course of the quarter in question as contemplated
hereinabove.. _

10.04.1 1In the event that the actual capacity of production of a field
for a period of year A+l is seen to be different from the volume of available
petroleum fixed for such period, the Operator must notify without delay the Parties
of the differences thus determined; the Operating Committee will decide in such case
a new volume of available petroleum for this period of year Atl.

10.04.2 1In the event that the actual capacity of production of a field
for a period of year A+l is less than the sum of the 1ifting requests of all Parties
all the firm 1ifting requests of the Parties shall be reduced in same proportion.
as the reduction in the volume of available oil of such field for the period in
question. -

10.04.3 In the event that the real capacity of production of a field
for a period of year A+l is in excess of the sum of the ‘1ifting requests of the
Parties for such period, the excess of production which results will be divided
between the Parties on the basis of their respective 1ifting rights concerning
the field in question; it being understood that if a Party request less than
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his 1ifting right, the other Parties may buy all or part of the quantities of
ava1]a§1e liquid hydrocarbons thus not requested, in accordance with the provision:
the third paragraph hereinabove.. )

The request of a Party concerning the excess of production for a given field will
be added to his original firm 1ifting request to constitute the new firm 1ifting
request of such Party for year A+l. ‘

10.05 Failure to Offtake

] _ 10.05.1 If, following insufficient 1iftings during the year A+l and
in spite of the flexibility at the end of the year defined under paragraph 10.06
hereinbelow, the actual lifting of liquid hydrocarbons of a Party from a

given field during the year A+l are less than his firm lifting request

for such field, such Party will lose his right to 1ift the difference
between the two quantities.

_ 10.05.2 The quantities of 1iquid hydrocarbons in question. corresponding
to the difference thus gefined, whether stored in tanks or left in the ground, shall
serve to fulfill the 1ifting requests of the Parties for the following-
year.

10.06 Offtake Procedure

10.06.1 As long as % Freeshall not-have fully reimbursed the advances
made by the Companies to .. i onder Article 9 abdve, the Companies shall be
obligated to offlift that portioa“of - <3is’available oil under paragraphs’
9.05 and 9.06 above to which they are emtifled:

10.06.2 Subject to the forégoing the distribution of available oil produced
during any quarter to the Party-shalt-be such that each Party shall receive available
0il in like grade, gravity aadiquality to that received by each other Party and,
to the extent that distributiori“on such basis is impracticable because df
unavailability of facilities’or offlifting schedules, a method of making periodic
adjustments shall be determined by the Parties. If there is more than one
field terminal, Operator shall.atteppt to have available oil nominated by
a Party delivered to it, or the Party it will designate, at the field terminal
of its choice provided that such delivery doss not cause any additional charges
to be incurred andutilization by such Party of such field terminal .facilities
in excess of its participating interest share is not detrimental to the .other
Parties. The quantity of availeble oil that any Party is entitied to offlift
during a quarter shall be offlifted by reasonably regular intervals, and-in
such manner as not to interfereunreasonably or unnecessarily with the off-
1ifting by any other Party of the quantity of available oil it is entitled.to
off1ift during such quarter. In no event may a Party 1ift quantities of
hydrocarbons in excess of his 1ifting rights.

. 10.06.3 For the purpose of making adjustment to the greatest extent possible
as between the real liftings for adjustments to the greatest extent possible as
between the real liftings for a year of each Party and his firm 1ifting request
for such year, the Parties shall agree by a separate contract upon the flexibility
as to the quantities to be retained for producing reasons at the end of each year.
For the determination of this flexibility as to quantities the Parties will take
into consideration the storage capacities and transportation capabilities as well
as the characteristics of the ships loading at the terminal.

},n—-i
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X 10.06.4 This same'éontractua] document hereinabove mentioned shall adopt
Zﬁasona le rules for regulating the 1ifting of available 0il in conformance with
e‘pteQQQ1ng provisions of this Article. Such rules must include adequate
provisions concerning prior notice to be given to the Operator with res
C pric pect
tg the Eche@ullng of Tiftings, the use of installations for loading and
at the terminal belonging to the Parties, the responsibility for demurrage

and all re]gted questions. Such rules may be modified from time to time
by the Parties -to extent judged desirable. -

10.06.5 For the first year of production of a field the provisio
the present Article will apply insofar as possible. P e of

10.07 Risk of Lloss ’ T

A1l risk of loss as regards available oil lifted from a storage tank
owned in common shall be borne by the Party who lifted the available 0il in
question, beginning from the moment when such available 0il flowed beyond
the connecting flange of the loading installations owned in common .

The loss of available o0il occurring dpstrgéﬁmpf such flange will be borne by
each of the Parties in proportion tqnpi§§§g592ctive'percentage of participation

10.08 Payments OWéd to the'ff}zlﬁf

Each Party will be sglély “fésponsible for-all the payments due to

and imposed on the.basis“of the _gquaptities produced of Liquid Hydro-
carbons, such quantities being calculated~en the basis of the available oil
lifted by each Party, and not on.thebasis of its PARTICIPATING INTEREST.

10.09 Obligations Regirding the National Market

In order.to contributé to the supply of the National market, not-
withstanding any contrary provision in the AGREEMENT, each PARTY shall be
considered as having regularly called for and 1ifted its share of Liquid Hydro-
carbons delivered; the OPERATOR shall produce and deliver all necessary Liquid
Hydrocarbons for that purpose.

10.10 Hatural Gas

If the Parties decide to produce natural gas upon the Permit, they will
negotiate adequate and mutually acceptable details with regard to the productio
and the disposition of such natural gas. The details thus negotiated must
have so far as-possible the same economic effect amongst the Parties as would
be produced by the application of the principles set forth in the Convention
and in the present Article 10.

10.11 Purchase by the Companies

The Companies are required at the request of to purchase or
to cause to be purchased in proportion to their respective percentages of
participation all or part of the production of which is at the disposition of

after -allocation of a part of such production in accordance with
paragraph 9.05 hereinabove. To this end:
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(a) - must for each calendar year during which it
wishes such purchase to be made, to so give notice no
later than the first of November of the previous calendar
year, to the other Parties and specify the quantities it _.
asks other Parties to purchase. The other Parties will
divide such quantities among themselves.

(b) The price of purchase of Liquid Hydrocarbons is the price
determined in conformance with Exhibit 3 of the Contract.

(c) The price of purchase of Natural Gas shall be fixed timely,
by common Agreement between Parties. |

.....
.....
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Article 11 - Permits — Surrender and Withdrawal

11.01 Permits

‘a) After any discovery of a commercial field of hydrocarbons -the Operating
‘ommittee will define the areas which shall be applied for for development

Jurposes.

will apply for in its own name and for the account of the Parties
participating in the development of the field, for the exploitation permits
and any other administrative authorizations required; will give
to the Companies concerned their share of the benefits in conformance with
the provisions of the Contract and of the Decrees granting the mining titles.

(b) ' undertakes to maintain the Permit in force, including exploitation
permits, and to request the renewal thereof as provided for.in the Code Minier of
the . in accordance with the decisions of the Operating Committee.

(c) Upon request of any one of the Parties; Dperator shall call a meeting of the .-

Parties at least one hundred and tweptyi(120)° days befere the expiration of the

initial term or any extension of the-Permit, or of €ach exploration permit for

hydrocarbons deriving therefrom, iniorder to decide whether the Parties wish

to extend such permits. In.the.évént that st 1edst one of the Parties (herein-
ending Party").wishes to so extend a permit, it

after referred to as the "Exte
shall so request . . and will do whatever is necessary

for this purpose. The PARTICIPATING. INTERESTS of the Extending Parties shall
be revised proportionally to pakégiﬁfo account the absence of the non-extending

Parties. S

(d) However in the event that all of.the Parties are not in agreement as to
the commercial character of the field, those which shall not have recognized
it as such must ipso facto renounce all right and interest in the production
of the field and proceed with the alithorities of the Government to
carry out all formalities which may be necessary for the transfer of their
rights over the area in question to the Parties who have accepted the
commercial character of such area, and to permit them thus to carry out the
contemplated producing operations. : -

will apply for in its own name and for the account of the Parties

participating in the development of the field, for the exploitation permits
required. will give to the Parties concerned their share of the

benefits in conformance with the provisions of the Contract and the Permit.
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'11.02 Surrender

In the event it becomes necessary to surrender
any portion of the PERMIT, will at least one
hundred and twenty (120) days in advance notify the
Operating Committee of the date vpon which such surrender
has to 'be made. The Operating Committee will then decide
which portion or portions to surrender, and
will then take the appropriate steps to effect such
surrenders.

11.03 Right to withdraw

Subject to the following provisions, each PARTY
(hereinafter referred to as the "Withdrawing PARTY") shall
have the right to surrender its .entire PARTICIPATING '
INTEREST in the exploration per@fﬁ or in any exploitation
permit arising out of the PERMIT And to. withdraw to this -

extent from the AGREEMENT,: by giving ¥rftten notice
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thereof -to the other PARTIES, provided that the minimum
work requirements set forth in the exploration or
exploitation permit with respect to which the Withdrawing
PARTY wishes to withdraw are fully satisfied or the -
minimum werk requirements that are not fulfilled may be
avoided by a surrendér on the effective date of the
withdrawal. The effective date of such withdrawal shall
be the date upon which the notice of withdrawal has been
received by all PARTIES. The other PARTIES shall have
thirty (30) days after receipf of said notice to elect
whether to take over or not the Withdrawing PARTY's
PARTICIPATING INTEREST. If none of the other PARTIES.
elects within the said thirty (30) days to take over the
Withdrawing PARTY's PARTICIPATING INTEREST, the AGREEMENT
shzll terminate as soon as it 1is reasonably possible as to
the exploration or exploitation permit in question and _all
PARTIES shall request uto relinquish the same,
of .all costs of abandoning. thé PLTROLEUH WORKS and of such
relinquishment of said permit ~.,“.

In the event any of the- ﬁon wiuhdrawlng PARTIES
notifies the Wlthdrawlng PABTY within the said thirty (30)
days of their desfire to take pvér the Withdrawing PARTY's
PARTICIPATING INTEREST,- the. PARTICIPATING- INTEREST of the
Withdrawing PARTY shall e divided among the
non-withdrawing PARTIES in proportion to their respective
P-ARTICIPATING INT?RESTS unless otherwise agreed.

rh
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Such right of withdrawal shall be subject to the
following provisions:

(a) The Withdravwing PARTY shall without compensation
of any kind and at its sole risk and expense, prepare and
execute a2ll necessary documents to assign its
PARTICIPATING INTEREST and take any and 211 steps
necessary to obtain the consent of the and deliver
such documents to the non-withdrawing PARTIES. The latter
shall, on or before the expiration of thirty (30) days
after the receipt of such document, pay to the
Withdrawing PARTY the reasonable salvage value of its
PARTICIPATING INTEREST in any equipment, facilities and
wells on the exploration or exploitation permit in
question as of the effective date of withdrawal,
determined in accordance with the _provisions of the
ACCOUNTING PROCEDURE, less (i) the-estimated cost of
salvaging as determined by compebitive bids, and (i1) the
estimated cost of plugging 2nd abandoning any then
existing wells. If the. cost of salvagiﬁg is in excess of
the value of the salvage, ~the Withdrawing PARTY shall pay
its share of such_exgess in cash -eoncurrently with the
delivery to the non—withdrawing PARTIES of documents
referred to above. * SR
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(b) The Withdrawing PARTY shall, concurrently with
the delivery to the non-withdrawing PARTIES of documents
referred to above, pay all amounts due and any expenses
incurred by the PARTIES hereto in connection with its
withdrawal, including, but not limited to, any taxes or
other fees on the transfer of any equipment, facilities
and wells mentioned in sub-paragraph (a) above as well as
any taxes or other fees on the assignment of the _.
PARTICIPATING INTEREST. £Any and 211 obligations of the
Withdrawing PARTY shz11l, however, be reduced to the extent
that they can be reduced or cancelled under the provisions
of the exploration or exploftation permit in question, and
the Withdrawing PARTY shall pay all of any amounts due and
expenses incurred to obtain such reduction or
cancellation; if any or all of the other PARTIES join in
the withdrawal, then such PARTIES shall pay any such .
amounts due and expenses incurred in proportion to their
respective PARTICIPATING INTERESTS.

. (e) On the effective date of withdrawal, the
Withdrawing PARTY shall cease to~be a PARTY to the
AGREEMENT insofar as the same cbvers the-exploration or
exploitation permit from which:it withdraws. The
Withdrawing PARTY shall.-continue to-bé:responsible for its
PARTICIPATING INTEREST:shzré of the craims, costs and
expenses incurred_Uyua?ERATOREaaqadbsts and expenses
included in workiprograms and budgets approved by the
Operating Committeé prior-to:the date of notice of
withdrawal, even thoughthe“Works may be completed later.
If a PARTY did not appreve a particular project deciced
upon by the Operating Committee and elects to withdraw
because of suchi projépt by notice of withdrawal to the
other PARTIES pridr to the date on which such project is
deemed adopted, such PARTY shall incur no obligation in
connection with expenditures and commitments pursuant
thereto. For the purpose of this sub-paragraph, a prograno
and budget rélating to a project which is not unanimously
~approved shall not be deemed as adopted until the
fifteenth (15th) day following its approval by vote of the
Operating Committee. If notice of withdrawal is given as
aforesaid, then each of the non-withstanding PARTIES shall
have the right to request that another -vote on such
project shall be taken by all non-withdrawing PARTIES.
Notice that such vote is requested shall be given by any
non-withdrawing PARTIES to the other non-withdrawing
PARTIES within seven (7) business days subsequent to the
expiration of the aforesaid fifteen (15) day period, and
the votes shall be cast by notice to the OPERATOR within
seven (7) business days following such notice being
given. The affirmative votes of all .non-withdrawing
PARTIES shall be required to re-adopt the project. If a
second vote does not re-adopt the project, it shall be
abandoned, and, at the election of the Withdrawing PARTY,



its notice of withdrawal may be cancelled, within seven
(7) business days from the date of receipt of OPERATOR's
notice of the result of such second vote, by rniotice given
to all the other PARTIES. 1If the project is re-adopted
(or if no second vote thereon is requested), the
Withdrawing PARTY shall assign its PARTICIPATING INTEREST
in the exploration or exploitation permit in question to
the non-withdrawing PARTIES who shall accept such
assignment. The a2ssignment shall te made conditional upon
the commencement of work on the project in questicn by the
non-withdrawing PARTIES within two hundred and seventy
(270) days from the date on which the Operating Comnmittee
first voted and adopted the project, and diligent
prosecution thereof. ' o

(d) Until such time as a valid assignment of
withdrawing PARTY's interest is completed, the Withdrawing-
PARTY shall remain obligated to join in any action '
required of the PARTIES hereto for the maintenance in
force of the exploration and exploitation permit '
concerned, 4t being understood that the Withdrawing PARTY -
shall not by such joinder or partidéipation in any action
following the effective date~-ofiwithdrawal incur any
financial responsibility.or obligationi-aceruing after the
effective date of withdr2wal othep~than as provided in
this paragraph 11. 03 ‘ g

(e) Each non-withdrawing :PARTY shall share in the
benefits, obligations and.rights attributable to the
Withdrawing PARTY’S,PA??E&IPATING INTEREST in the
proportion that each noh-withdrawing PARTY's PARTICIPATING
INTEREST bears ta theé total PARTICIPATING INTERESTS of all
non-withdrawing PARTIES, or -in such other proportions as
pay-be mutuzlly agreed. :

) shall have no right to withdraw
pursuant to the provisions of this paragraph 11.03.

Article 12 - Assignment
12.01 Principle

The PARTIES shall not have the right to assign,
transfer, convey, encumber, hypothecate or ofherwise
dispose of its PARTICIPATING INTEREST or part thereof
except in accordance with the provisions of the CONVENTION
and of paragraph -11.03 znd paragraphs 12.02 through 12.04
of the AGREEZMENT. :

This Article shall not apply:

(a) to any assignrment which is required to be made
between the PARTIES hereto under the AGREEMERT;

(b) to any assignment to an affiliate Company.
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()™ to a mortgage, pledge, hypothecation, production
payment or the like, provided that: ‘ -

(1) any required Government approval is
obtained, and,

(ii) the PARTICIPATING INTEREST of the other
PARTIES under the PERMIT and the AGREEMENT, and in
any joint assets, the production therefrom and.the
{ncome thereof is in no way affected in any manner
whatsoever, and,

(iii) all costs and expenses incurred by the PARTY
grenting a security interest or in connection with
the creaztion of same shall be borne by such PARTI
and should any other PARTY incur any costs and
expenses in connection therewith, the PARTY -
creating the security interest shall reimburse the

other PARTIES for same-

12.02 Condition of Assignment

Within prejudice of the provisions of thglcgﬁVEN}ION and of the
paragraph 12.03 below: ’ f»~u;xi;; '“ . :

12.02.1 Each Party may fregly assign a1l or part.of its percentage
of participation viith respect to oat. or-more Mining titles, to
one or.more.gpmbggtgt-withwaicqufﬁ is affiliated.

12.02.2 - Each ?;££§Emay as;igﬁ"tﬁﬁév%hird Party all or part of its

ercentage of partiqiﬁqﬁidg,kith respect to one’ or more mining
Lities subject to-theprovisions of Articles 12.02.3 and 12.03
hereinafter. ST )

.....

12.02.3 In the event of an assignment by a Party to 2 third Party of all o
part of its percentage of participation, the assignee must have previou
been approved in writing by the other Parties, such approval not to be

withheld without valid reason.

12.03 Preferential rizht of acguisition

© 12.03.1 1In the event any PARTY wishes to dispose of all
or any part of its PARTICIPATING INTEREST, PO5Sha11 notify

each of the other PARTIES of its intention to do so
stating the price and all terms upon which it is offering
to dispose of such PARTICIPATING INTEZREST or part thereof
2nd give to each of them thirty (30) days within which to
accept such offer. if such terms and conditions include
consideration which is not entirely in cash, then the

of fering PARTY shall stipulate the fair market value in
cash of such consideration.

12.03.2. 1f_2 PARTY accepts such.offer, then the
PARTICIPATING INTEREST e Sffering PARTY and that of

the accepting PARTY shall be adjusted accordingly and if
more than one PARTY 2ccepts such offer the PARTICIPATING
INTEREST being offered shall be divided a2mong the
~ccepting PARTIES in the proportion that thelr respective
PARTICIPATING INTERESTS bear to the sum of the
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PARTICIPATING INTERESTS of the accepting PARTIES, unless otherwise agreed
The Qreferent1al right of acquisition may be exercised by the accepting )
Parties only as regards the total of the participating interest offered.

If the PARTICIPATING INTPREST offered is not accepted in full by the other
PARTIES or any of them within the thirty (30) days period, then the offering
PARTY may assign Such PARTICIPATING INTEREST or part

thereof, provided thdZt such assignment shall -be at a price

no lower and upon terms no more favorable to the third

party than the price and terms upon which the -
PARTICIPATING INTEREST was offered to the other PARTIES,

2nd such assignment shall have been completed within one
hundred and eighty (180) days from the date upon which the
ofTer was made to. the PARTIES. ) :

12.03.3 When the advances made by the Companies under Article 9
* hereinabove to cover the share of equal to {ts
percentage of participation in the cost and investments related to
petroleum operations shall have been reimbursed entirely by
. as provided in such Article 9, will then have
the benefit of the preferential right of acquisition provided for

under paragraph 12.03.1- hereinabove.-

12.04 Effective date of assigpmént

aette, .

_ No assignment. and ng:transfer shall be effective
until the first day of theé-caYendar gonth following that ~
in which the "assignoror assignee shall‘-have furnished
OPERATOR with (1) .an “executed or-certified photostatic
copy of the assignment or trapsfer deed thereof, (i4) an
execnted or certified photestafie copy of all required
government approvals, (&fi)ithe post .office address of .
-assignee, and, in additien; 2ssignee shall have properly
ratified the AGREEMENT and shall assume and agree in ;
writing with the -PARTIES at the time of the assignment to
take over and.perform zl1l obligations and liabilities
hereunder attributable to the interest assigned. No
2ssignment shall operate to relieve any PARTY of any
obligations hereunder which accrued -or wers incurred prior
to the effective date of such assignment.

article 13 - Relationshios of the PARTIES

13.01 The rights, duties, obligations and liabilities
of the PARTIES under the AGREEMENT shall be several and
not joint, and each PARTY shall be responsible only for

- its obligations as set out herein, it being the express
purpose and intention of the PARTIES that the AGREEMENT
th21l not be construed as creating a corporation, a corporate

body, an association, or a partnership among them.

14 United States Income Tax Electior

14.01- In. view of the fact that all hydrocarbors prodoced and saved
the Operator hereunder shall be owned by the Parties separately in
proportion to their respective Participating -Interests, -the Parties
recognize that the amount each Party realizes from the sale or other
disposition of its share of hydrocarbons produced and saved under the
terms of this Contract shall be the individual and separate income of
such Party.

en
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) 142Q2<Notwithstanding any provisions herein that the rights and
}iabilitiés-of the Parties hereunder are several .znd not joint or collective
or that t@e agreement and operations hereunder shall not constitute a
partnership, any Party which {s subJect to the Internal Revenue Laws
of the United States recognizes that the relationship of the Parties hereunder
is a partnership for United States Income Tax purposes and such Party is B
subject to the partnership provisions of ‘the Internal Revenue Code of 1954
and all amendments thereto. Any Party-which is subject to the Internal’
Revenue~Laws of the United States agrees not to elect to be excluded_from
the application of Sub-Chapter K of Chapter 1 of Subtitle A of the Internal
Revenue Code of 1954, as amended, unless each Party subject to the Internal
Revenue Laws of the United States shall. hereafter agree to make such
election to be excluded. '

14.03 Any Party which is subject.to the Internal Revenue laws of
the United States agrees that United States Partnership Income Tax Returns
<hall be filed covering operations under this agreement.’ agrees to
use its best efforts in the preparation and filing of the Tax Partnership
Returns and in making any appropriate elections on such returns, acting
on behalf of ‘itself -and any other-Party which i% subject ¥e the Internal

Revenue Laws of the United States, but in deing’so, shall {ncur no
liability to any other Party with regard -
to such returns or elections. Each Party agrees to furnish such

{nformation relating to the operations conducted .under. this Contract as
<hall be required by United-States Tax Law for tax reporting purposes.

is hereby authorized and accept to make the following choices under the Internal

Revenue Code, for U.S. Tax returns.fgr. a-partnership which will be filed in
connection with Petroleum Works:: 7 ™ oL
(2) The U.S. accruaj"mefhédhaf accoudtfﬁé §h£ﬂl'be'adopted for
U.S. tax returns.purpose, and the™-proof of such an election
shall be-furaished to U.S. 4dx authorities. '
(b) The accourting of @he'gértdb?sﬁfp shall be maintained on 2
calendar year basis... - LA

(c) According to the-Séction 263 of the Internal Revenue Code of
1954 of--the' United States, the partnership shall elect {and
proof of this election shall be furnished to U.S. tax authorities)
to consider all the “intangible drilling and development costs"
as expenses for the purpose of U.S. tax returns.

(d) For the requirement of U.S. tax returns, the partnership shall
make such other decisions which may be necessary under the
Internal Revenue Code of 1954, as may be required by the Party
or Parties subject to such U.S. tax law.

14.04 The Parties subject to U.S. tax Jaws agree that for United States
Income Tax purposes the gains and Josses from sales, abandonments and other
dispositions of property {other than hydrocarbons) and all classes of costs,
expenses and credits, including depreciation and depletion with regard to
the Petroleum Works, shall be <hared and accounted for as follows for U.S.
Income tax returns purposes: ,

(a) Production Costs <hall be allocated as deductions to
each Party subject to U.S. income tax laws.

(b) Exploration Costs and Drilling and Development Costs,
other than those incurred in respect to depreciable
property, shall be allocated as deductions to each
Party subject to U.S. income tax laws in accordance
with its respective contributions to such costs.

(c) Depreciation on equipment and other. personal or real prorerty
shall be allocated to each Parly in accordance with its
respective contributions to the adjusted basis of such
‘equipment and real or personal property. For determination
of depreciation principles, including the questions related
to the period of utilization of equipment and other personal
or real property in this Article 14.04, the Operator pledge
to consult the other Parties subject to U.S. jncome tax laws.

4 I
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{d) Deduction for legal depletion under the Section 613 of the
Internal Revenue Code shall be calculated separately by
~each Party subject to U.S. income tax laws, in taking
1ntq account the hydrocarbons 1ifted or sold by the Party
subject to U.S. income tax laws and the costs and expenses
- connected with.

The deduction for depletion of costs under the Section 611

of the Internal Revenue Code of 1954 shall be allocated -

if necessary - to each Party subject to the U.S. income tax - -
laws, in proportion with its contribution in the duly adjusted
depletion basis of the property.

(e) Gains and losses from each sale, abandonment or other disposition
of property (other than hydrocarbons) shall be attributed to the
Parties subject to U.S. income tax laws in such manner as to
reflect the gains and losses that would have been includable in
their respective Income Tax Returns if such property were held by
the Parties subject to U.S. income tax laws outside this Contract.
The computation shall take into account each Party's share of the
proceeds derived from each sale or other disposition of such property
"during the year, selling expenses and the Parties’ respective con-
tributions to the unadjusted cost basis of such property, less any
allowed or allowable depreciation,. depletion, amortization, credits
or other deductions which have ‘been allocated to each Party subject
to U.S. income tax laws with respect to such property as provided
in this Article 14. coo i )
(f) ANl other classes of costs,.experses dnd credits not falling within
paragraph (a), (b), (c), (d) and*{€) of paragraph 14.04, shall be
allocated to and accounited-for by each. Party.subjéct to U.S. income
tax Jaws in accordance with its respgdtjvekgbntributions to such

cost, expenses andcredits.’

14.04.1 Agfgggé"%ﬁ'ﬁaragraphujQ:Oi} the words “adjusted basis" or
“adjusted cost" shall mean the “adjusted:basis* as defined under Section 1011
of the Internal Revenue Code of, 1354“of-the U.S., as amended.

14705 Upon termination, afthis Contract, if the capital accounts of the Parties
subject to U.S. income tax laws, as finally adjusted to reflect all contributions of
property and cash and all-distributions of income, gain or loss, costs, expenses
and deductions, (1)‘are not in the ratio of the Parties ownership interest of
the properties covered by this Contract or (2) do not each have a zero balance, the
Parties subject to U.S. income tax laws agree. to make such adjustments to the extent
necessary to cause ‘tne capital accounts to be in the same ratio as the participating
interests of the Parties or to each have a zero balance.

14.06 It is the intent of the Parties subject to U.S. income tax laws to this
Contract that the foregoing provisions of this Article 14 shall be limited to thsir
application to matters relating to United States income taxes and shall not in any
way change, amend, or affect the rights, obligations or liabilities of the Parties
otherwise contained in this Contract or the Legislation of the People's Republic
of the Congo, and it is agreed that nothing contained in this Contract shall be
construed as creating an association or corporation of any kind.

14.07 Each Party shall be liable for the payment of its own income taxes to
the State authorities to which it may be subject to and for the execution of its
share of contractual responsibilities for which it is liable. It will compensatea
each other Party and will hold them harmless from any loss, costs and.liabilities
connected herewith.

Article 15 — Arbitration

15.01 A1l disputes arising in conhection with the
AGREEMENT which cznnot be resolved amicably shall be
finally settled by arbitration.

15.02 Arbitration will be in accordaince with the
Rules of Conciliation and Arbitration of the International
Chanber of Commerce, unless the petiticner prefers that
the arbitration take place in accordance with the rules of
the International Centre for the Settlement of Investment
Disputes {the "Centre™) set up by the Convention for the
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Settlement of Investment Disputes between States and
citizens of other States (ICSID); for this purpose,

"agrees to cause to write to the
Centre as soon as possible after the execution hereof (1)
to designate to the Centre, in accordance with paragraph 1
of Article 25 of*the ICSID, that, for purposes of the
arbitration, {s an agency of = , and
(11) to give its approval to *s consent to this-
arbitr2tion clause, in accordance with paragraph 3 of
Article 25 of the said ICSID. -

15.03 Each party to a dispute shall be entitled to
a2ppoint one arbitrator and such parties shall. agree on
another arbitrator, if necessary, to achieve 2n odd number
of arbitrators. In the event that agreement upon another .
arbitrator cannot be reached, such arbitrator shall be
appointed by the Court of “Arbitration of the International
Chamber of Commérce, or by the chairman of the ’
fdministrative Council of the Centre, as the case may be.

45.0% Arbitration shall take place in Paris, France.

' The award which will be rendered in English and French
with both - texts having equzl validity shall be firal and
binding upon the parties to the arbitration. Judjyment
upon the award rendered may be entered in any cowrt or
other authority for a judicial acceptance of the :ward and
an order of enforcement, 2as the case may be. -

15.05 The costs of,arbitrétion shall be borne equally.

by the parties to saiﬁma;bgtrafiou. - :
16 Insurance .“'i“} L P e

The Operator will-procure and majn;qfh_iﬁxefféct the uual.and legally
required policies.of ipsurance, in the name-and for the account of the Parties

and shall inform the Parties of samg.- Eath Party retains the exclusive

responsibility in proportion to-the participation that it holds for the
consequences of all-risks not coveréd by the policies procured by the Operator
for the common account and.to-this end, the Operator will advise the other
Parties of all necessary. facts relating to the procuring and the management of
the policies as:wellkps‘bf'any jndemnification of losses, whether it pertains

to policies progureg ¢éparately or for tbe common account.,

Article 17 - Applicable law

The AGREEMENT i{s governed by the laws of

Article 18 — Force Majeure

18.01 1In the event one of the PARTIES find it
impossible, either partizlly or totally, to carry out one
or more of its obligations contemplated by the AGREZIMENT
or arising therefrom by reason of force majeure, 2n
unforeseeable circumstance {cas fortuvit) or any event
which may be assimilated to force mz jeure (hereinafter
collectively referred to as "FORCE MLJZURE™), the PARTY
who invokes FORCE MAJEURZ shall so notify the other
PARTIES as soon as possible. -

. 18.02 S=2id notice shall be given as promptly 2s
possible in accordance ¥ith Article 19 below and shall s¢
forth those circumstances which establish the FORCE
MAJEURE.

18.03 There shall be considered as FORCE MAJEURE, a
events independent of the will or control of the PARTY
claiming the FORCE MAJEUZZ, which result in the total or
partial obstruction, or significant delay, in the
performance of the obligztions of such PARTY without its

being able reasonably to control or avoid the same. For
the purpose of thk= AGRZTMEINT, FORCE MAJEURE shall {nclud
but not be limite§ to: war, serious civil unrest,
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insurrection, strikes, earthquake, fire, explosion, other
catastrophes and all hindrances resulting from orders or

prohibitions of governmental authorities or which are the
result or the consequence of a delay by such authority in
issuing an authorization or a requested opinion.

18.04 FORCE MAJEURE shall, however, not be validly
invoked if the events, acts or occurrences involved are

.reasonably foreseeable and could be remedied by the
exercise of reasonable diligence or by recourse to more
onerous measures than those which were taken.

18.05 The -period for performance of the obligations
affected by FORCE MAJEURE shall be extended automatically
for a period equivalent to the delay caused by said FORCE
MAJEURE, it being understood (i) that such extension shal
not give rise to any penalty for the account of the PARTY
—responsible for performing these oblizations, and (11)
that obligations other than those affected by FORCE )
MAJEURE shall continue to be performed in accordance with
the provisions of the AGREEMENT.

18.06 In all cases, the PARTY concerned shall, in
agreement with the other PARTIES, take all appropriate
measures to assure the normzl .resumption of the:
performance of the obligations affected by FORCE MAJZURE.
If, as a result.of .FORCE ‘MAJEURE, cne of the PARTIES is
unable to perform-its.obligations-as set forth in the
AGREEMENT during-a-period o{uthfge'(B) consecutive month:
as from the notification -herginabove provided, the PARTI}
shzll meet #5S:5o0o0n as possible.to examine the consequenct
of the event$ involved,. @nd 4n particular the delays in
the performance of- the-respective obligations of each of
the PARTIES. ..If-the' PARTIES cannot reach an agreement
regarding such consequences, they shall submit their
dispute t¢ arbitration in accordance with the provisions
of Article. 15 above.

Article 19 - Notices

19.01 All notices and other communications provided
for in the AGREEMENT shall be-in writing and may be give
(1) by personal delivery to an authorized representative
of the PARTY to whom the notice is addressed or (ii) by
registered mail return receipt requested, or by (1i1)
telex, telecopier, or telegram to the PARTY to be notifi
at the appropriate following address:

For

Telex:

attention:
The General Manager
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For ESSO:

Telex:

attention:

For:

Telex:

-

Attention:

19.02 . Such notices and cezmupications shall be deemed
to have been given on the day on which they“are delivered
to the PARTY to be notified..,.A11 noticesigivén by telex,
telecopier or telegram; shal} be confirmed:ias soon as
possible in writing #s ‘provided inm-(f)-or (i1) above. Any
PARTY may, at any] time~and froz-timeto time, change its
address under parzgréph 19.01 by-giving the other PARTIES
ten (10) days® notice in %¥rifisg thereof.

Article 20 - Miscel}ansols’

20.01 Tooiéél}ﬁeadings

The topical headings used herein are for }
convenience only and shall not be construed as having any
substantive significance or as indicating that 211 of the
provisions of the AGREEMENT relating to any topic are to
be found in any particular article or paragraph bearing
such topical heading. -

20.02 Language of the AGREEMENT

The AGREEMENT is made in French, the French text is the only authenti
one. However an English translation shall be prepared and initialed for approv
by the Parties. In case of difficulty in the interpretation of the AGREEMENT,
reference shall be made to the English text for the purpose of clarification.

Article 21 - Amendments

At the request of any of the PARTIES, amendments
may be mede to any one or several clauses of this _
AGREEMENT, with the putual agreement of the PARTIES.

f" !
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IN WITNESS WHEREOF, the AGREEMENT has been
executed in , on , )

ette,




EXHIBIT I

. MAP OF TEE " " PERMIT

“MINTHUM WORK PROGRAM

/To be completed /



