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REPUBLIC OF TUE PHILIPFINES C e

OFFICE OF THE PRESIDENT Jb//
Manila i
SERVICE CONTRACT |
|
TUTS COMTRACT, wade and entered iokto this /7 day | i
of W)HL%jAm 19_%92 , in the City of Manila, by and l

batwesn the GOVERNMENT OF THE REFUBLIC OF THE FHILIFPFINES, as
First Party, hereinalfter referred to as the "COVERNMERT" and
OCCI&ENTAL FHILIPPINES, INC. and SHELL EXPLORATION B. V., as
Secaond Party, hereinafler referred to as "CONMNTRACTOR". In Lhe
iwmplementation of this Contract, the GOVERNMENT shall act
through and be represonted by the OFFICE OF ENERGY AFFAIRS.
The GOVERMMENT and/or the OFFICE OF ENERGY AFFAIRS and
CONTRACTOR are hereinafter referred to collectively as the

"PARTIES™.

WHEREAS, all petroleum, crude oilf crude natural gas and/or

casinghead petroleum spirit of the Philippines belong to the i
State and their disposition, exploration, development,

exploitation and ubtilization are governed by Presgidential

Decree Ng. 87, as amended, otherwise known as the 0il

Exploration and Development Ack of 1972 and Section 2,

Article XIT of the 1987 Constitution:

WHEREAS, Section 2, Article XIT of the 1987 Conskikbulion
provides that i{he Fresident may enter into agreements with
foreign-owned corporations involving either btechnical or
financial assistance for large-scale exploration, development
and utilizatjon of, among others, pelkroleum and other mineral

oils sceording to the general terms and conditions provided by

law, based on real contributions to the economic growth and

genecral welfare of the country and for the promotion of the

development and use of local scientific and technical resources.
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WHEREAS, the 0il Exploration and Development Act of 1972, as
amended (hereinafter called "The Act"), declares it to be the
policy of the State to hasten the discovery and production of
indigenous petroleum through the utilization of GOVERHMENT
and/or private resources, local and foreign; and

|
WHERFEAS, under the provisions of the Aclt, the Government of the
Republic of the Philippines may explore for and produce
indigenous petroleum under a Service Contract as provided in
the Act, suhject to the requirements prescribed in Section 2,

Article XTIT1, of the 1987 Constitution; and

WHEREAS, in Lhe pursuance of its above-stated policy, the
GOVERMMEMNT, acting through the OFFICE OF ENERGY AFFAIRS, wishes
Lo avail itself of the resources of the CONTRACTOR through a
Service Contract under which CONTRACTOR will furnish the
necessary kechnology and financing, including the required
gervices and will provide services for the Petroleum
Operations, hereinafter defined, and will assume all
exploration risks. The conduct oé the Petroleum Operations
shall be under the full control and supervision of the Office

of E?ergy Affairs; and

WHEREAS, CONTRACTOR wishes to enter inteo such a Service

Contrack governing the Contract Area as hereinafter defined; an:

WHEREAS, CONTRACTOR lias the financial rescurces and technical
competence as well as the professional skills necessary Lo

carry oukt Lhe Pelroleum Operakbtions;

HOVW, THEREFORFE, in consideration of the sum of One lHundread
Fifty Thousand United States Dollars (U.5. $150,000) in hand
paid, the receipt and sufficiency of which is hereby
acknowla2dged, and of the mutual covenants and the conditions

herein contained, il is hereby stipulated and agreed as follows:

/!
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SECTION [

BCOE

This Contract jis a Service Contract entered iqto pursuant
Lo Section 7 of the Act with all necessary technology and
financing, as well as the regnired services Lo be
furnished by CONTRACTOR in accordance with the probisions
herein contained. The COMIRACTOR shall undertake and
execute the Petroleum Operations contemplated hereunder
under the fnll cenltrol and supervision of the OFFICRE OF

LNERGY AFFALRS.

CONTRACTOR shall be [esponéib]e to the QFFICE OF ENERGY
AFFAIRS for the execution of such Operalions in
accordance with the provisions of this Contract, and is
hereby appointed and constituted the exclusive party to
conduct the FPetroleum Operationé. In the event mnre than
one (1) party comprises the Second Farty, the OFFICE OF
ENERGY AFFAIRS shall have the right to require
rerformance of any or all ohligations under this Coubkract

against any or all of the Second Party.

CONTRACTOR shall assume all explorakion risks such that
if no Pebroleum in Commercial Quantity is discovered and

produced, it will not be entitled to reimbursement.

During the term of this Contracht, the total production
achieved in the conduct of such Operations shall he
accounted for bekween the Parties in accordance with

Section VII hereof.

SECTION _TI1

DEFIMITIONS

In the texk of this Contrack, the words and berms defined in

Section 2 of the Act shall, uunless obtherwise specified herein,

have meaning in accordance with such definitions. L/Q>



Affiliate means (a) a company in which a CONTRACTOR holds
directly or indirectly at least fifty percent (50%) of
itks oubtstanding shares entitled Lo vole; or (b) a company
which holds directly or indirectly at least fifty percent
(50%) of lLhe CONTRACTOR's culstanding shares enltitled to
vote:; or () a vompany in which at leas!t fifkty perpent
{S0%) cof its shares oubtslanding and entitled to.vote are
nwned by a company which cwns Jdirectly or indirectly at

least fifty percent (50%) of the shares outstanding and

entitled to vote of the CONTRACIOR,

Barrel means forty-two {(42) U.S. gallons or nine thousand
seven hundred two (2,702) cubic¢ inches at a temperature

of sixty degrees (60°) Fehrenheil.

Calendar Year or Year mweans a period of twelve (12)
consecubtive months, comnencing wikh January 1 and ending
on the Following December 31, according Lo the Gregorian

Calendar.

Cagsinghead Petroleum Spirih means any liquid hydreocarbons

obtained from natural gas by separation or by any

chemical or physincal process,.
Contract means the Service Conhtract.

ConlLraclt Area wmeans, at any time, the Area wikthin the
mining territory of the Republic of the Philippines which
is the subjeck of this Contract. The Conktract Area is

outlined and wore particularly described in Annex “A™

atltached hereto.

Contract ¥ear means a pelricod of twelve {(12) consecutive
moniths according to the Gregorian Calendar counted from
the Effective Date of this Conftract and thereaflter from

the anniversary of such Effective Date. L/é%
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Crude 0il Exported shall include not only Crude 0il
exported as such but also indigenous Crude 0il refined in

the Philippines for export.

the gsame has been rafined of cotherwise treated. 1} does
nokt include o0il producer through destructive distillation
of coal, hituminous shales or other stratified deposilts,
either in its natural state or after the extraction of

water and sand or other foreign substances btherefrom.

Deepwabter Contract refers Lo a service contract at least
cighty-five percent (B5%) nf the total conktrach area are

in water depths beyond 200 mebers.

Ueepwabter_Contractor means the contractor in a deepwater
contract, whether acting alone or in consortium with

others.

Deepwater _Well refers to a well drilled on water depths
beyond 200 meters, whether within or without a deepwater

contract.
Lffective Date means February 23, 19B9.

Fereign Exchanage means currency obher than that of the
Republic of Lhe Philippines Lhat are freely convertible
into gold or currencies eligible to form part}of the
country's international reserves acceptable to the OFFICE

OF ENERGY AFFATRS znd to the CONTRACTOR.

Governmenkt means the Government of the Republic of the

A
rhilippines, fﬁ
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Gross Ingome means the gross proceeds from the sale of
crude, natural gas or casinghead petroleum spirit
producer under the Contract and sold during the taxable
year at Posted or Market Price, as the case may be, all
as deltermined pursuant tu Section VII, and such cother
inceme which are incidental to and arising from an% one

or more of the Petroleum Operations of the CONTRACTOR.

Market Price means the price which would be realized for
Crude 0il or Petroleum produced under this Contract if
sold in a transaction between independent persons dealing

at arm's length in a free market.

Matural ¢as means gas obtained from boreholes and wells

and consisting primarily of hydvocarbons.

Operating Expenges means the ktotal expenditures incurred
hy the Operator both within and without the rhilippines
in Petroleum Operations pursuank to this Contract and the
Geophysical Survey Contract“which is the predecessor Lo
this Contract as determined in accordance with the
Accounting Procedure atltached hereto and madé part hereof
as Annex "B*. These expenses will include, but not be
limited to, the cost of seismic surveys, geological
studies, drilling and equipping wells, engineering
studien, construction of well platforms, btank

{(batteries), pipelines, systems and terminals and the

cosk of operating and maintaining all such facilities.

Petroleum means any mineral oil, hydrocarbon gas,
Ihitumen, asphalk, mineral gas and all other similar or
naturally associated substances with the exception of
coal, peat, bituminous shale and/or other skratified

mineral fuel deposits. /ﬁb
{
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Fetroleum _in _Commercial Quantity means Petroleum in such
quantities which will permit its being economically
developed as determined join®ly by the CONTRACTOR and the
OFFICE OF ENERGY AFFALRS after taking into consideralion
the location of the rese[veé, the depths and number of
wells required to be drilled and the transport and

. { ;
terminal facilities needed to exploit the reserves which

have heen discovered.

Petro l4e um Operation or Qperations means searching for and
obtaining Petroleum within the Philippines through
drilling and pressure or sucktion or the like, and all
other coperations incidental thereteo. It includes the
transportation, storage, handling and sale (whether for
export or domestic consumption) of Petroleum 50 obtained
but does not include any (1) transportation of FPetroleum
outside the FPhilippines; (2) processing or refining at a
refinery; or (3) any transactions in the products so

refined.

BPhilippine Corporation means a corporation organized
under Fhilippine Laws at least sixty percent (60%) of the
capital of which is owned and held by citizens of the

Fhilippines.

Philippine Income Tax means all taxes imposed by the
National Internal Revenue Code of the Philippines vpon
taxable corporate income, including withholding taxes on

dividends and distribution or remiktances of profit.

Filipipo Particivation Incentive Allowance means the
s1liding scale allowance granted CONTRACTOR when
participation in the Contrackt Area by one (1) or more
Fhilippine citizens and/or one (1) or more Pﬁilippine
corporations is between fifteen percent (15%) and thirkty

percent (30%) . V?H
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Posted Price means the FOB price established by the
CONTRACTOR and the OFFICE OF ENERGY AFFAIRS for each
grade, gravity and quality of Crude 0il offered for sale
to buyers, generally for export at the particular point
of expork, which price shall be based upon geographical
location and the fair market export values for Crude 0il

. . |
of comparable grade, gravity and gualikty.

Production Area means that portion of the Contract Avea
where all reservoirs containing Petroleum in“Commercial
guantity are delineated by the CONTRACITOR in consultation

with kthe OFFICE OF FENERGY AFFAIRS.

Taxable Net Income imeans Lhe Gross Income less the

deductions provided in Section 8.1 helow.

SECTION 111

TERM

"
The exploration period under this Conktract shall he seven
(7) years from the Effective Dalte, automatically
extendible for three (3) years if (a) the CONTRACTOR has
not been in default in its exploration worlk obligations
and olther obligatiens; () has drilled to a combined
subsea depth a minimum of at least thirty~five thousand
(35,000) Eeet of test wells and (c) has provided a work
obligation for the extension of one (1) well per year
after which time this Contract shall automatid;lly
terminate unless Petroleum -has been discovered by the end
oF the tenth year. If Petroleum is discovered by the end
ol the tenth year, this Contract shall be Efurther
extended to determine whether the discovery is in

commercial quantity, in which event, another extension

not exceeding [ive (5) years shall freely be granted uponp

/v
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a satisfactory showing to Lthe OFFICE OF EMNERGY AFFAIRS
that the work program, to be conducted to detqrmine
whether the discovery is in commercial gquanktity,
justifies :he period for extension. This extension shail
be credited as part of the initial twenty-five (25) years
production term, if the Area is subseguently devel?ped by

CONTRACTOR,

Where Petroleum in Commercial Quantity is discovered
during the exploration period, this Conktract shall, as to
any Production Areas delineated pursuant Lo Section
6.1(b) bhelow, remain in force during the balance of the
exploralion period or any extension therecf and for an
additional period of twenty-five (25) years, thereaftar
renewable for a period not exceeding fifteen (15) years
under such terms and conditions as may be granted upon by

the Tarkties at the Lime of the renewal.

In the event CONTRACTOR has Arilled an Option Well
pursuant to Section 3.1 of éhe Geophysical Survey
Contract, the Option Well shall be deemed as:satisfying
the Work Commitment and Amount for Contract Year 1,
pursuanl to the Worlk Program oublined in Seclion 5.1 of
this Rervice Contract. Further, the effectiveness of
this Conktract shall relate back to the first day of the
Ehirteenth (13) month after the Effective Date of the

Geophysical Survey Conktract,

In the event the Mnratorimﬂm Paeriod of the Geophysical
Survey Contraclk or this Service Contract is invoked, the
Work Program of Section 5 of this Contrackt shall he
suspended for an equal period of time and the ohligabinns
off CONTRACTOR under this Service Conktract shail bLe

o
,

treated without accumulalion. /



In the event CONTRACTOR drills more than one (1) well angd
discovers Peltrolenm in sufficient quantity that could
ordinarily be commercially produnced except that, due to
inaderqualte technnlogy, the capability ko produce the
Petropleum in Comrmercial Duantities does not yeb exish,
then CORTRACTOR shall so notify the OFFICE OF ENEREGY
AFFATIRS and the parties will jointly review the findings
of COHTRACTOR. Upon mutual satisfaction that
technnleogical means to extrack the Petroleum in
Commercial Quantities does not yet exist, the term of
Lhis Service Contrack shall be stayed for a period of
five (5) years ("Moratorium Feriod”). The decision as to
whether a Moratorium Feriod is justified, =shall be based,
inter alia, on projeckts and operations found élsewhere in
the world at comparable depkhs and conditions Lto those
encountered by CONTRACTOR under this Contract. During
the Moratorium Feriod, COHTBACTOR sha]l'actively puLsue
the necensary research, by itself or in Jjoint industry
studies, to develop the technology necessary bto produce
the discovared Petroleum in‘Commercial Quantities. The
CONTRACTOR shall annually report to the OFFICE OF ENERGY
ATFATRS its progress in developing the reguisite
technology. I Aduring the Moratorium Period technology
has develeped sufficiently to allow Petroleum in
Commercial Quantities Lo be produced, the CONTRACTOR mustk
elect to either continue with ikts obligations undex this

Contract or abandon the Area without further commitment

or requirement under this Contract.

SECTLON IV

EXCLUSION OIF AREMAS

On or before the end of Lhe Fifth (5th) Contracl ¥Year,
COMTRACTOR shall surrender twenby-five percenl: (25%) of

the initial Contrart Area, ﬂ//?f



1.2
4.3
1.4
1.5

On or before the end of Lthe initial seven (7) years
exploration period, if CONTRACTOR elects to extend the
period For an additional three (3) years, CONTRACTOR
shall surrender an additional area equal to twenty-five

percent (25%) of Lhe initial Conkract Area.

In the evenlt thalt CONTRACTOR has delineated any
Praduction Areas pursuant to Sectien 6.1(h) below, the
extent of such Production Areas shall he deducted from
Fhe initial Contract Area for Lhe purpose of determining
Fhe zize of such araea that must be surrendered pursunant

to Section 4.1 and 4.2 above,

If Fetreleum in Commercial Quantity has heen discovered
during the exploration period, or any exktension thereof,
Fhe CONTRACTOR may retain after the exploration paeriocod
and during the effecltivity of the Conbtract, twelve and
cne-holf percenkt (12-1/2%) of the initial area in
addition to the delineated Production Area; if CONTRACTOR
has provided an ezploration work nohligation for the area
to be retained acceptablie Lo the QFFICE OF ENERGY
AFFAIRG; provided, however, that the CONTRACTOR shall pay
annual rentals on such twelve and one-half percent
retained areas of forty {(40) pesos per heclare or
fraction thereof; provided, finally, that such annual
rentals shall be reducsd by the amount spent by
CONTRACIOR for exploration on such retained area during

the Contraclk ¥ear.

COMTRACTOR shall have the right on at least thirty (30)
days wribtlen notice to the OFFICE OF ENERGY AFFAIRS to
surrender all or any portion of the Contract Area. Any
portion so surrendered shall be c¢redited against Lhat
portion of the Contract Area which CONTRACTOR is next

required to surrender under the provisions oF Sactions

o
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4.1 and 4.2 hereof. The areas being surrendered shall be
of sufficient size and convenient shape to enable

Pelroleum Operations to be conducted thereon.

In case the CONTRACTOR surrenders or abandons wholly orx
partly the area covered by this Contract within twﬂ )
Years from iks Effective Date, it shall in respeckt of the
abandoned area, pay the Government the amount it should
have spent, but did not, for exploration work during said
two (2) vears as specified under Section 5.) for which
payment, among other obligations, the performance

guarantee posted by the CONTRACTOR shall be answerable.

With respect to the mandatory surrenders pursuant to
Section 4.1 and 4.2 as gqualified by Section 4.3,
CONTRACTOR =shall advise the QFFICRE OF ENERGY AFIEFAIRS of
the portion to be surrendered at least thirty (30) days
in advance of the date of surrender. The areas being
surrendered shall each be of sufficient size and

convenient shape to enable the Petroleum Operations to be

conducked thereon.

SECLION V.

WORE_PROGRAM _AND_EXPEHNDITURES

CONTRACTOR shall be ohliged to drill and spend in direct
prosecution of this Conkraclt nobt less than Lhe number of

viells and amounls hereinafter specified:

Contract Year Work Commitmenl Amounkt
'Year L One well usp 5,000,000
Yrar 2 Oone well USD 5,000,000

Ve



One well UsnD 5,000,000

QOne weall usp 5,000,000

One well usp 5,000,000
|

One well usn 5,000,000

Oone well usp 5,000,000 §

The First exploratory test well shall be commenced within

three hundred sixty-five (365) days from the Effective

Date of the Contract; thereafter, the drilling program %
shall continue in the Years specified above until the
programmed funds are expended and the drilling
commitments are fulfilled or until Petroleum is
discovered in Commercial Quantity, whichever first occurs
and in the latter event, CONTRACTOR will devote the
remainder of the programmed kunds, as may be appropriate
and pursuant to goor oilfield practice, to the
flelineation and development in supplement to such funds
as may be needed to pursue actively the delineation and
development program developed and presented for approval
to the OFFTICE OF ENERGY AFFAIRS within ninety (90) days
after the declaration of discovery of Petroleum in
Commercial Quantity; provided, however, that upon thirty
(30) days’' notice prior to the commencement of any new
Conkraclk Year, CONTRACTOR may relinquish the
non-Froduction Area(s) and be relieved of any future work
program commitment for exploratory drilling; provided,
however, if dﬁfing any Contract Year; CONTRA&TOR shall

spend more than the amounkt of money required to be spent
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by CONTRACTOR, the excess may be credited against the
amounkt of money required by the CONTRACTOR during the
succeeding Contract Year(s) and brovided, further, thakt
should the CONTRACTOR fail to comply with the work
obligations provided €or in this Conkract for any
Contract Year, it shall pay to the Government the amount
it sheuld have spent bubt did nobt in direct proseéution of
its work ohligations. For purposes of this provision,
deemed a Failure to spend the amount committed above
which is left unspent or Two Million Five Hundred
Thousand United States DPollars (U.5. $2.5 Million},

whichever is higher.

Within a period of three (3) months after the Effective
Date of this Contract and three (3) months prior to the
heginning of each succearlling Contrackh Yeér, CONTRACTOR
shall prepare and submit a Wocrk Program and Budgetbt for
I.he Conkract Area selting forth the Petroleum Operations
which CONTRACTOR proposes t; carry ouk during the esusuing
Contract Yeor and shall advise the OFFICE OF ENERGY

AFFATRS of any significank changes thereon.

SECTION VI

RIGHTS_AND_OBLIGATIONS OF THE_PARTIES

s

CONTRACTOR shall have the following obligations:

(a) Perform all Peltroleum Operations and provide all
necessary Ltechnology and finance, as well as the
required services in connection therewith; provided,
that no Foreign Excliange requirements of the

Operaticns shall be funded from the Philippine

"
banking system. ///;\



(b) Upon each discovery of Petroleum in quantities that
may be commercial as determined joinktly by‘the
CONTRACTOR and the OFFICE OF FHERGY AFFALRS,
delineale in consultation with the OFFICE OF LENERGY
AFFAINRS kthe reservoir in a prudent and diligent
manner and in accerdance with good cil field |
pracltices within a one hundred twenty (120) day
period. Tf after such delineation it is determined
that the reservoir contains Petroleum in Commercial
guantitky, the area so delineated shall consktibtute n

Produclkion Area.

(c) Be subjeck ko the provisions of law of general
application relating to labor, healkh, safety and

ecolongy.

(1) Once Petroleum in Commercial Quantity is discovered,
operate the field in accordance with accepted good
0il field practices using modern and scientific
melhods to enahle mnximu% economic producfion of
petroleum; avoiding hazards to life, health and
property; aveiding pollukion of air, Jand and walers;
and pursuant ko an efficient and economic program of

Operation.

(e) Furnish the OFFICE OF ENERGY AFFAIRS promptly wikh
geclogical and other information, data and reporks
relative to the Operation except Ffor proprietary
techniques used in developing said information, data

and reporls.

() Maintain detailed technical records and accounts cof

its Operakion. AN

s
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(1)

(i)

(1)

(k)

(L

Conform to regulations regarding, among olhers,
safely, demarcation of the Contract Area,
nonintarference with the rights of other petroleum,

mineral and natural resources operators.

Maintain all meters and measuring equipment in'good
order and allow access ko these as well as to the
exploration and production sikes and Operations to

inspectors authorized by Lhe OFFICE OF ENERGY AFFAIRS.

Allow examiners of Lhe Pureau of Inlternal Revenue and
obher representatives authorized ﬁy the OFFICE OF
EUFERGY AFTFAIRS alb all reasonable times, and upan
twenly-four (24) hour notice full access Lo accounts,
books, and records relaking ko Petroleum Operations

hereunder for tax and other fiscal purposes.

Re subject to Philippine income tax.
Give priority in employment to qualified personnsl in
Ehe municipality or inunicipalilbies or province where

the exploration or production operations are located.

Within sixty (60) days after the Effective Dalbe of
the Contrack, post a bond or other guarantee of
sufficient amount in favor of the Government and with
surely or sureties satisfactory to the OFFICE OF
ENERGY APFAIRS, conditioned upon the faithful
pecrformance by the CONTRACTOR of any or all of Lhe

ohligations uwnder and pursuant to this Contract; and

"y



(m) After commercial production commences in the Ceontract
Area, supply from such production a portion of the
demestic requicrements of the Republic of the
rhilippines on a pro rata basis, which portion shall
be sold at Market Price and shall be debtermined as
follows: in respect of each Year multiply the (tokal
quanltity of Crude Oil required for domestic
consumption by the ratio nf the total quantity of
Crude 0il produced from the Contract Area to the
enlire Philippine producktion of Crude 0il.

CONTRACTOR shall e entitled to =sell this amount in
overseas markets in the event domestic purchasers are
unwilling or unable to timely purchase and btimely pay

Market Price.
6.2 CONTRACTOR shall have the Following rights:

{(a) Exempltion From all tares erxcepbt income tax;

{b) Exemption From paymentl gf tariff duties and
compensating tax on the importation into the
Fhilippines of all machinery, equipment, spare parts
and all materials required for and to be used
exclusively by CONTRACTOR or subcontractor in
Potrolaum Operatiops on the conditions thaL =aid
machinery, equipment, spare parts and materials of
comparable price and quality are not manufactured
domestically, are diracbkly and actunally needesd and
will be used exclusively by the COMNTRACTOR in its
Operations or in khe coperabtions for it by a
subconltractor; are covered by shipping documents in

the name of the CONTRACTOR to whom the shipment will

/7



be delivered direct by the customs authorities: and the
prior approval of the OFFICE OF ENERGY AFFAIRS was
vbtained by the CONTRACTCOR before the importation of such
méchinery, equipment, spare parts and materials which
approval shall pot be unreasonably withheld; provided,
howaver, that Lhe CONTRACTOR or its subcontractor Tay not
sell, transfer or dispose of such machinery, equipment,
spare parts and materials within the Philippines without
the prior approval of Lhe OFFICE OF FENERGY AFFAIRS and
payment of taxes due Lthe Governmenk; provided, further,
that should the CONTRACTOR eor its subhcontractor sell,
transfer, or dispose of these machinery, equipment, spare
parts or materials within the Philippines without the
prioc consent of the OFFICE OF FNERGY AFFAIRS, it shall
pay twice the amount of the tax exemption granted on the
equipment sold, transferred or disposed; provider,
finally, that the OFFICE OF ENERGY AFFAIRS shall allow
and approve, which shall not be unreasonably withheld,
the sale, transfer, or disposition of the said items
within the Philippines withoht tax 1f made (1) Lo another
contractor; (2) for reasons of technical obsolescence; or
(3) for purposes of replacemenk Lo improve and/or expand

Qprevrabions of the CONTRACTOR;

{c) IExemption upon approval by the OFFICE OF ENERGY
AFFATIRS from laws, regulations and/or ordinances
restricting the (1) construction, installation, and
operation of powvwer plant for the exclusive use of the
COHTRACTOR if no local enterprise can supply within a
reasonable period and at reasonahle cost the power

needed by the CONTRACTOR in its Petroleum Operations;

s



(d)

(e)

()

(2) exportation of machinery and egquipment which were
imported solely for its Petroleum Operations when no

longer needed therefor;

Exemption from publication requirements under
Republic Act Number Five Thousand Four Hundred |
Fiftquive, and the provisions of Republic Act
Numbered Sixty One Hundred and Seventy-Three with
respect ko the exploration, production, exportation
or sale or disposition of Crude 0Oil discovered and

produced in the Philippines;

Exportation of Petroleum subject to the obligation to
supply a portion of domestic requirements as provided

in Section 6.1 (m) above;

Entry, upon the sole approval of the OFFICE OF FENERGY
AFFAIRS which shall not be unreasonably withheld, of
alien technical and specialized personnel (including
the immediate members ofAtheir families) who may
exercise their professions solely for the Pefroleum
Operaticon of the CONTRACTOR; provided, that i1f the
employment or connection of any such alien wilh
CONTRACTOR ceases, the applicahle laws and
regulations on immigration shall apply to the alien
and his immediate family; provided, further, that
Filipinos shall be given preference to positions for
which they bave adequate training; and provided,
finally, that the CONTRACTOR shall adopt and
implement a training program for Filipinos along
technical or specialized lines, in accordance with

the provisions of Section X171 hereof; //4/



(a)

(h)

(1)

Rights and obligations in this Contract shall be
deemed as essential consideration for the conclusion
thereof and shall not be unilaterally changed or

impaired;

Subject to the regulations of the Central Bankjof the
Philippines be entitled to: (1) repatriate over a
reasonable period the capital investment actually
brought into the country in Foreign Exchange or other
assets and registered with the Central Bank: (2)
retain abroad all Foreign Exchange representing
proceeds arising from exporkts accruing to the
COHTRACTOR over and above (a) the Foreign Exchange to
be converted into pesos in an amount sufficient to
cover bthe coskts of CONTRACTOR's Fetroleum Operations
payable in Philippine currency and (b) revenue due
the Government on such Crude; (3) cohvert into
queign Exchange and remit abroad at prevailing raltes
o less favorable to CONTRACTOR than those available
to any other purchaser éf foreign currencies, any
excess balances of their peso earnings from Petroleum
rroduction and sale over and above the current
worliing capital they require; (4) convert Foreign
Fxchange into Fhilippine currency for all}purposes in
connection with its T'etroleum Operations at
prevailing rates no less favorable to CONTRACTOR than
those available ko any other purchaser of such

currency;

Make at all btimes the free rtight of ingress to and
agress from the Conkraclt Area and to and from

facilities wherever located in the Philippines;

T



G.

(i) Exemption from the investment requirements of foreign
corporations under Section 126 in relation to Saction

14R of the Corporation Code of the Fhilippiunes.

The OFFICE OF ENERGY AFFAIRS shall assume and pay on
hehalf of COMNTRACTOR anrl its parent company, on th? firsk
tLransaction in each instance where the tax is imposed,
all inreome taxes payable to Lhe Republic of the
Fhilippines hased on income and profits and, with respect
Lo CONTRACTOR, on the first transaction in each instance
where the tax iz imposed, all dividends, withholding
taxes and other taxes imposed by the Government of the
Fhilippines on the distribution of income and profits
derived from Petroleum Operations Lo its parent company.
The OFFICE OF EMNFRGY AFFAIRS shall promptly furnish to
CONTRACTOR, without fee or other consideration, the
official receipls issued in the name of CONTRACTOR by any
duly empowered Government authority, acknowledging the

payment of said taxes.

SECTION VI1
RECQVERY. QF OFPERATING EXPENSES AND

ACCOUNTING FOR PROCLEDS O PRODUCTION

CONTRACTOR, if authorized by the OFFICE OF ENERGY AFFAIRS
Lo market the OFFICE OF EHERGY AFFAIRS's sihiare of
Fetroleum produced and saved from Contract Area, shall
account for the proceeds from such sales as provided in
this Section V1I. CONTRACTOR shall have the right and
privilede of receiving in kind and disposing of
CONTRACTOR's portion of the Petroleum produced and saved

from the Contrackt Area. //

. /’
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In each Yeatr, CONTRACTOR will recover from the gross
proceeds resulting from the sale of all Petroleum
produced under this Conkrack an amount egqual to all
Operating Expenses; provided, that the amount so
racovered shall not exceerd smeventy percenkt (70%) of the
gross proceeds from produclion in any Year; providqd,
further, that if im any Year i :he operating cests exceed
sevanty percent (70%) of the gross proceeds from the
production or there are no gross proceeds, then the
unrecovered expenses shall be recovered from the gross
proceeds in succeeding ¥ear(s). This payment Fhall he
caleculated in accordance with the U.S. Dollar émounts

rercorded in the books and acceountz pursuank bto Sechtion

XV. The paymenl corresponding te the first lifting of the

Calendar Year, shall include any adjustmenks on

Government's share of Lhe preceding calendar quarter.

{a) 1f the CONTRACTOR has been authorized ko market the
OFFICE OF ENERGY AFFAIRS's share of produclion, ik
shall within three (3) Jonking days from collection
date but in no case beyond sixty (60) days from
1lifting date, remit to the OFFICE OF FNERGY AFFATRS
an amourkt equal Lo sixty percenl (60%) of estimatsad
nelt proceeds from each Petroleum lifting operations.
This payment shall be caleulated in accordance with
the U.5. Dollar amounts recorded in the books and
accounts purzuant to Section XV. The payment
corresponding ko the firsk lifting of the Calendar

Year, shall include any adjustments on Government's

/)

share of the preceding calendar quarter.
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in the event thakt CONTRACTOR is not paid within sixty
(60) days from the 1lifting date, CONTRACTOR shall
imnediaktely inform the OFFICE OF ENERGY AFFAIRS.
Should delays in collection continue, the Parties
shall immediately meet Lo resolve the sixly (60) day
payment requirement. Further, in the event
coliection within sixty (60) days from the Iifting
dales remains a problem for four (4) months or in the
event that a single payment is not paid for an
inordinate period, tﬁen CONTRACTOR shall meet with
the OFFICE OF THNERGY AFFAIRS within thirkty (30) days,
and if Lthe problem is not completely resolved within
sixky (60) days thereafter, CONTRACTOR, at its
option, may extend the sixty (60) days from Jiftiung
date payment requirement until it collects the entire

amount owed on each 1ifting in dispute.

(b) The OFFICE OF FENERGY AFFATIRS shall Dbe entitled to
receive in kind Pelroleum equal in value to sizby

percent (60%) of net proceeds.

{(¢c) For purposes of Section VII, net proceeds means the
Adifference between gross income and the sum of the

Operating Expenses recovered pursuant to Section 7.2.

CONTRACTOR will retain an amount equal to itks fee of
forty porcent (40%) of the netk proceeds from the

Pebtroleum Operations.

IF the OFF1CE OF ENFRGY AFFAIRS and the CONTRACTOR eleck
to take Lheir respective shares in lind, the Parties Lo
this Contraclk will enter into separate agreemnent
providing among olhers, for the mamner and form of

deliveries and appropriate quarterly adjustments.

s
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For the purpose of determining grgss proceeds, Petroleum

shall be valued as follows:

{a} All Crude 0il s0ld for consumption in the Philippines
shall be valued at Markel: Price for such Crude 0Oil.
i
(k) A1l Crude 01l FExporktad shall be valued at the Posted

Price.

(c) ALl Matural Gas and/or Casinghead Petroleum Spirit
experted or sold for consumption in the Philippines
shall be valued at the prevailing Market Price

:hereof.

(1) Reasonable commissions or brokerage incurred in
connecktion with sales to third parties, if any, shall
be deducted from gross proceeds but shall not excead

the customary and prevailing rate.

(e) Tilipine Participation incentive Allowance, if any,
shall be deducted from gross proceeds. This
Nllowance shall be compiited on a sliding scale, as
provided in the appropriate circular issued by the
OFFICE OF ENERGY AFFAIRS, provided that the Filipino
Participation Incentive Allowance shall he granted
under this Contract if qualifying Filipino
Participation is secured pricr to the cowmmencement of
the first drilling operation. The Allowance shall be

dedncted from the higher of Section 7.6{(a) and 7.6(h).

N
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SECTION VIIT

INCOME TAXES

8.1 CONTRACTOR shall be liahle each taxable year for
Philippine income tax under Lhe provisions of the
National Internal Revenue Cofde and the 0il1 Exploration
and Dévelopment Act of 1972, as amended. The CONTRACTOR'S

gross ipcome shall consist of:

(a) Gross proceeds determined in accordance with Section

7.6 ahove; and

{b) Such other income which is incidental to and/or
arising from any Petroleum Operation or other aspects

of khe Contract.

In computing the Taxable Nel Income, CONTRACTOR shall Dbe
allowed to deduct Operating Expenses rtecovered pursuant

to Section 7.2 above.

8.2 In ascertaining the CONTRACTOR's Taxable Hekt Income,
deduction from gross income shall be allowed in respect
of any interest or other consideration paid or suffered
in respect of the financing of its Petrocleum Operations
to the extent allowed by the Accounting Procedure,

Part J1I, Section 14.

B.3 CONTRACTOR shall render to the OFFICE OF ENERGY AFFAIRS 3
return for each taxable yvear in duplicate in such forms
and manner as provided by law sethking forth its gross
income and the deduction herein allowed. The return shall
he filed by the OFFICE OF FENERGY AFFAIRS with the

Commissioner of Inlternal Revenue or his deputies or other

>




persons authorized by him to receive such return within
the period specified in the National Internal Revenue

Code and the Rules and Regulations promilgated thereunder.

The OFFICE OF ENERGY AFFAIRS, upon payment by it of
CONTRACTOR's income Laxes, shall procure officia1|
receipts in the name of CONTRACTOR evidencing such
payment . Each of kthe second parties, if mora than one
(1), shall be subject to tax separately on its share of
income and lhe OFFJICE OF ENERGY AFFATRS shall supply each

with an individual receipt in its own name.

SECTION IX

PAYMENTS

All payments which this Contract gbligates CONTRACTOR to
make to the OFFICE OF ENERGY AFFAIRS shall be in Foreign
Exchaﬁge at a bank to be designated hy the OFFICE OF
ENERGY AFFAIRS and agreed upon by the Central Bank of the
Fhilippines except that CONFRACTOR may malke such payments
in Philippine pesos to the extent that such currency is
realized as a result of the domestic sale of Crude 0Oil or
Natural Gas. All such payments shall be translated at the
applicable exchange rates as defined in the Accounting

Frocedures attached hereto as Annex "B™,

SECTION X

NATURAL _GAS

After meeting requirements for secondary recovery
operations, priority shall be given to supplying
prospective demand for Natural Gas in the Philippines.

Any Mabtural Gas produced from the Contract Area to Ehe



11.1

11.2

11.¢

extent not used in Operations hereunder, may be flared if
the processing or utilization thereof is not deemed
economical by CONTRACTOR or required by CONTRACTOR for
smcondary recovery operations, including repressuring and
recycling; provided, that the OFFICE OF ENERGY AFFAIRS
may *take and utilize such Matural Gas that would |
otherwise he flared, in wh{ch event all costs of taking
and handling such Natural Gas will be for the sole

account and risk of the OFFICE OF ENERGY AFFAIRE.

SECTICH_XT

ASSELS AND EQUIPMENT

CONTRACTOR =shall acquire for the Petroleum Operations
only such assets as are reasonably estimated ko Dbe

required in carrying out the Petroleum Operations.

All maéeria]s, equipments, plants and other installations
arected or placed on the Contract Area of a ﬁovable
nature by the CONTRACTOR shall remain the property of the
CONTRACTOR unless not remopved therefrom within one Yearv
after Lhe termination of this Conktrack in which case,
ownership shall be vested with the OFFICE OF ENERGY
ATEAIRS. In the event CONTRACTOR fully recovers ils
inveskment in movable material, equipments and/or plants
or other installations placed on the Contract Area, then
CONTRACTOR shall Lransfer ownership to those materials,
equipments and/or planlts or other installations, as is,

when CONTRACTOR has concluded its use of them,

CONTRACTOR may also utilize in the Petroleum Operations

equipment owned and made availahle by CONTRACTCR and

fo
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charges to the Petroleum Operations account for use of
such eguipment shall be made as provided in the

Accounting Frocedure,

SECTICN XT1

CONSULTATION AND ARBITRATION ‘

Dinputes, if any, arising hetween the OFFICE OF ENERGY
AFFAIRS and CONTRACTOR relaling to this Contract or Lhe
interpretation and performance of any of tl.o clauses of
this Conkract, and which cannok be seltled amicably,
shall be settled by arbitration. The OFFICE OF, ENERGY
AFFAIRS on the one hand and COMTRACTOR on the other hand,
ahall each appoint one arbitrator within thirty (30) days
after receipt of a wrilkten requesh of the other Fatrhty Lo
do =0, such arbitrator shall, at the request of Lhe olther
Farty, if the parties do not otherwise agree, he
aprointed by the President of the International Chamber
of Commoarce. IC the first two arbitrators appointed as
aforesaid fail bto agrae on a third within thisky (30)
days following the appointment of the second arbitrator,
Fhe third arbitrator shall, if the Parties do not
otherwise agree, be appointed, at the request of ecither

FParty, by the President of the Internatinnal Chamber of

Commerce. IF an arbitrator fails or is unable to ackt, his

successor will be appointed in the same manner as the
arbitrator whom he succeeds. Unless the Parties agrem
otherwise, the Philippines shall be the venue of the
arbitration proceedings. The English language shall be

the language usad.

The dacision of a majority of the arbitrators shall be
final and binding upon the parties. Judgment upon the

award rendered may be entered in any court having |
P
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jurisdiction or application may be made to such court for
a judicial acceptance of the award and an order of

enforcement, as the case may be.

Freept as provided in this Section, arhitration shall he
conducted in accordance with the Rules of Arbitratjon of

the Tnternaticnal Chamber of Commerce, then in effeck.

SECTION XIIL

EMPLOYMENT AND_TRATNING OF PHILIPPINE PERSONNEL

CONTRACTOR agrees to employ gualified Filipino personnel
in the ecperaticns and aflter commercial productinon
commences will undertake, upon prior approval of the
OFFICE OF LNERGY AFFAIRS the‘schoo]ing and training of
Filipinn personnel for laber and staff peosition,
including administrative, technical and execulive
management position. CONTRACTOR shall undertake upon
prior approval of the OFFICE OF ENERGY AFFAIRS a program
ofF training assistance for QFFICRE OF EHERGY AFIATRS
perscnnel. CONTRACTOR's tebal training commitment shall
be Twenty Thousand United States Dollars (U.S. $20,000)
annually during Lhe exploration phase excluding any
Moratorium Period and a mutually agreed amounf during the

production phase.

Costs and expenses of training Filipino personnel for
CONTRACTOR's own empleoyment shall be included in
Operalting Ixpenses. Costs and expenses of a program of
training fnr OFFICE OF ENERGY AFFAIRS's personnel shall
be on a basis to be agreed upeon by the OFFICE OF ENERGY

AFFATRS and CONTRACTOR. //X//



17.3

17.4

o ®

days, CONTRACTOR shall, within thirty (30) day; following
the expiration of said sixty (60) day period, pay to the
Firslt Parlky Lhe total suwm of One Million United States
Dollacrs (.3, &1,000,000); provided, it is understood
that COMTRACTOR, in order to sustain said rate of fifty
thousand (50,000) BOPD for said sixly {60) day period,
shall not be required to operate the Contrackt Arealother

than as a reasonably prudent operator following sound oil

field practice prevalent in the industry.

If and when there shall be produced from the Conkract
Area sevenlty-five thousand (75,000) barrels of oil per
day (DOPD) al an average rate fotf sixty (60) consecutive
days, CONTRACTOR shall, within thirbty (30) days following
the expiration of said sixty (60) day period, pay to
First Farkty the total sum of Two Million United States
Pollars (U.5. $7,000,000); provided, it is understood
“hal CONTRACTOR, in order to sustain said rate of
seventy—five thousand (75,000) BOPD for said ‘sixty (60)
day period, shall not be reqbired Lo operate the Contractk
Aren other than as A reasonably prudent operator
following sound o0il field practice prevalent in the

industry.

If and when there shall be produced from the Contract
Area one hundred thousand (100,000) barrels of oil per
day (BOFD) at an average rate for sixty (60} conseculive
days, COHTRACTOR shall, within thirty (30) days following

the expiration of =aid sixty (60) day period, pay to

; First Party the total sum of Three Million United States

Nollars (U.S. $£3,000,000); provided, it is understood

Lhat CONTRACTIOR, in order to sustain said rate of qne

/ﬁ



SECTION XIV

TERMINATION

This Contract shall be terminated and COHNTRACTOR shall be

relieved of its obligations:

14.1 As provided in Section 3.1 hereof; or
}l .
|

14.2 On expiration of the term, or extension thereof provided

for in Section 3.2 hereol; or

114.3 Upon surrendsr by CONTRACTOR of the entire Contrackt Area
pursuant ko Section 4.5, subject to the provisions of

Section 4.6 hereof.

SECTICH_XV

BOORS_AND ACCQUNTS AND_AUDITS

e
LA
—

Books_and_Accounls

CONTRACTOR shall be responsible for keeping complete
books and acccounts, Dboth in United States and Philippine
currencies, reflecting all transactions in connection
with Petraleum Operations in accordance with the

Accounting Procedure attached hereto as Annex "B".
15.2 pudit

The OFFICE OF ENERGY AFFAIRS shall have the right to
inspect and audit CONTRACTOR's books and accounts
relating to this Contract for any‘Calendar Year within
the one (1) year period following the end of, such

Calendar Year. Any such audit will be completed within

/Y
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twelve (12) months after its commencement. Any exceplion
must he made in Qriting sixty (60) days following the
completion of such audit and failure to give such written
exception within such time shall establish the
correctness of CONTRACTOR's books and accounts for the

period of such audit.

SECTION XVI
OTHER__PROVISIONS

Hotices

Any noktice required or given hy either party to the other
party shall be in writing and shall be effective when a
copy thereof is handed ka or served upon the Parkty's duly
designated representative or the person in charge of the
office or place of business; or when sent by telex with
vwititten confirmation subsequently received within fifteen
(15) days, notice shall be effective on date of telex
receipt; or when sent by registered mail, notice shall be
effeckive upon actual receipt by the addressee, bul if he
fails to claim his mail from the post office wilthin five
(5) days from the date of the {first notice of Lhe
postmaster, service shall take effect at the eipiration

of such time, All such notices shall be addressed to:

To _the Eirst Party:
The Office of Energy Affairs

Fhilippine National Petroleum Center

Merritkt Road, Forkt Bonifacio, Metro Manila

~31-
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16.2

16.3

To the Second Party:

Occidental Philippines, Inc.

1200 Discovery Way

P, O, Box 12021

Bakersfield, Calif&rnia 93389-2021 |

.S, A,

Any Party may substitute or change such address on

written notice thereof to the others.

Governing Law

The laws of the Republic of the Philippines shall apply

to this Contract.
Suspension of Obligations

(a) Any failure or delay on the part of either Party
in the performance oé its obligations or duties
hereunder shall be excused to the extent
attributable to Force Majeure. The absence of
technological capability to produce a discovery

shall not constitute Force Majeure.

{b) Tf Operations are delayed, curtailed or prevented
by such causes, then the time for enjoying the
rights and carrying ocut the obligations thereby
affected, and all rights and obligations hereunder
shall be extended for a period equal to Lhe period
thus invelved, except that the term of this

Contract as provided in Section III thereof shall

not thereby be extended. //V/
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(c) Force Majeure shall include Acts of God,
unavoidable accidents, acts of war or conditions
arising out of or attributed to war (declared or
undeclared), laws, rules, regulations and orders
by any Government or governmenbtal agency, strikes,
lockouts and other laber disturbances,
insurrections, riots, and other c¢ivil disturbances
and all other beyond the control of the Farty
concerned (other than rig availability); provided,
however, that as to the OFFICE OF ENERGY AFFAIRS
only, laws, rules and regulations and orders by
Government or any governmental agency of the
Republic of the Philippines shall not constitute

Force Majeure.

(d) The Party whose ahility to perform its obligations
iz zn affected shall notify the other party
thereof in writing stating the cause and both
Parties shall do all reasonably within their power

to remove such cause.
Assianment

The rights and obligations of Second Party under this
Contract shall not be assigned or transferred without the
prior approval of the OFFICE OF ENERGY AFFAIRS which
shall not bhe unreasonably withheld and shall he without
fee or other consideration; provided, that wilth respect
to Lhe assignment cor transfer of such rights-.and
obligations to an Affiliate of the transferor, the
approval thereof by the OFFICE OF ENERGY AFFAIRS shall be

avttomatic and without fee or okther consideration, if the

4
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17.]

17.2

transferee is as qualified as the transferor to enter
into such contract with the Government; provided,
further, that the Affiliate relationship between the
original transferor or a company which holds at least
fifty percent (50%) of the COMTRACTOR's outstanding
shares entitled to vote and each transferee shall We

maintained during the existence of the Contract.
Fetrochemical Facility

At such time as CONTRACTOR has established Commercial
Producltion as defined in Section 2.21, CONTRACTOR will
undertake technical and economic studies as to the
feasibility of establishing a petrochemical facility in
the Fhilippines to utilize a portion of said production.
CONTRACTOR will conduct such studies at its sole cost and
expense. To the extent that it is mutuslly agreed between
all parties that such studies indicate that such
facilities would be technically and economically

feasible, CONTRACTOR will finance and construct or cause

to be financed and constructed such facility.

SECTION XVIL

PAYMENTS BY CONTRACIOR

CONTRACTOR shall, within sixty (60) days following the
first declaration of a discovery of FPetroleum in
Commercial Quantity, pay to the First Party the total sum

of One Million United States Dollars (U.s. $1,000,000).

If and when there shall be produced from the Contract
Aren fifty thousand (50,000) barrels of oil per day

{BOPD) at an averaye rate for sixty (60} consecutive

Y,
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hundred thousand (100,000} BOPD for said sixty (60) day
period, =hall not be required to operate the Conkract
Area other bthan as a reasonably prudent operator
following sound oil field practice prevalent in the

induskry.

SECTION XVIIIL
DEEPWATER CONTRACT

With regard to the recovery of Operating Expenses of
COMTRACTOR who qualifies as a Deepwater Conkractor, the

Following recoveries shall be allowed:

(a) Cross_Regovery Allowed - Subject to coskt recovery
limitation as provided in the Contract, there shall
be allowed the cross recovery of the Operating
Expenses incurred by a Deecpwabter Conbtractor otr its
affiliale in two (2) or more areas under different
PDeepwabter Conkracts and in the drilling of Deecpwater

Wells as if they are covered by a single conlkract.
(b) Cross _Recovery Rules

{1) Year to which Cross Recovery may be
carried - Operating expenses incurred
preceding the date of production shall be

cross-recoverabls skarting on the date of

produciion, //a

e ¥ g
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(2)

(3)

Amount of Cross Recovery

(a)

{b)

The entire amount of Operating
Expenses incurred within ten (10)
Years preceding the date of
production shall be

cross-recoverable;

Cperating Expenses incurred more
than ten (10) vears preceding the
date of production shall *be reduced
by an amount equal to twenty percent
(20%) thereof, for each year beyond
ten (10) years preceding the date of

production.

Time_to Avail Incentive - Cross Recovery

of Operating LExpenses set forth in this

section shall be allowed for a period of

ten {(10) wvears from the effectivity of

this amendatory decree, unless extended

by lavw.

Cross_Recovery Defined ~ For purposes of this

section,

the term "Cross Recovery" means that

the Operating Expenses incurred by a Deepwater

CONTRACTOR or its affiliate in two (2) or mare

areas under different deep-water conltracts and

the Operating Expenses it incurreq in the

drilling of Deepwater Wells may be recovered

from the Gross Proceeds rtesulting from the

sale of all Petroleum produced wikthin any one

e
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19.

19.

or more of the Deepwater Contracts (or
contract where the Deepwater Well is located),

as if they are covered by a single contract.

() Operating Expenses Defined - For purposes of
this section, the term "Operating'ExpenFes"
means the tnkal expenditures for Petroleum
Operaticn incurred by the CONTRACTCR, both
within and withoul: the Philippines, except
adminigtrative items, as provided in the

Service Contract.

The provision of this Section XVIII, as well as
provisions elsewhere specified which are applicable to
Necpwater Contracts or Deepwater Wells, as provided in
Fresidential Decree No. 1B57, shall apply to this
Contract as long as this Contract remains as a Deepuater
Contract nr in cases of drilling of Deepwater, as the

case may be.
SECTION Xi1X
EFFECTIVENESS

This Contract shall come into effect on the Effective

Dake,

This Contract shall not be annulled, amended or modified

in any respect except by the mutual consent in writing of

the Parties hereto. ///L'
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IN WITNESS WHEREOF, the Parties hereto have executed this

Contract as of the day and year first above written.

COVERNMENT OF THE REPUBLIC OCCIDENTAL PHILIEEIHES, INC.

OF THE PHILIPPINES e
7
’/‘
W
By: ;é_ ot o Esnntd By : S & —
Corafon C. Aguino CarlﬁskA7:?5ntreras

— ’ [ﬁ?

Title: President Title: Vice President and
: Resident Managex

SHELL, EXPLORATION B. v, :
By \’\/ ' A \/\O(Clj& |
Ww. A:. Loader !
Title: Chief Executive po
Shell Ceompanies in the l

. Philippines
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