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CONTRACT FOR THE EXPLORATION,
DEVELOPMENT AND PRODUCTION OF
PETROLEUM

between

THE GOVERNMENT OF THE SYRIAN
ARAB REPUBLIC

And
SYRIAN PETROLEUM COMPANY

And

LOON ENERGY Inc.

This Contract is signed on this 20H..... day

OF . TP eiirrinene 2007 by the
GOVERNMENT of the SYRIAN ARAB
REPUBLIC (hereinafter referred to as the

"GOVERNMENT"), represented by the Minister
of Petroleum and Mineral Resources, SYRIAN
PETROLEUM COMPANY, a legal entity created
by Legislative Decree No. 9 of 1974 (hereinafter
referred to as "COMPANY") represented by its
General Manager, who is duly authorized to sign
this Contract, and the company of LOON
ENERGY INC,, a company incorporated under the
laws of Canada which is qualified under the
decision of companies qualification committee in its
minutes Number 14 dated 2005 represented by
Mr. Timothy M. Elliott who is duly authorized to
sign this contract.
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(Hereinafter referred to "CONTRACTOR?").

WITNESSETH

WHEREAS Article 1 of law No. 7 of 1953
considers that all minerals in the Syrian territories
on the surface, under the surface or under the
waters of Syria are the property  of
GOVERNMENT,

and WHEREAS "COMPANY" is authorized,
pursuant to the I egislative Decree No. 9 of 1974 to
carry out all Petroleum operations

in the country,icluding exploration development
and production,

and WHEREAS SYRIAN GAS COMPANY is
authorized, pursuant to the Decree No. 50 of 2003
to carry out all operations related to Exploitation,
Transportation and Marketing of the Natural Gas,

and WHEREAS "CONTRACTOR" desires to
undertake all operations for the exploration,
development and production of petroleum in and
throughout the area described in Annexes A and B
of this Contract and fulfill all the obligations and
enjoy all the rights provided for in this Contract as
a contractor to "COMPANY" in accordance with
the terms and conditions contained herein, and

WHEREAS "GOVERNMENT" agrees to this
request and has authorized the Minister of
Petroleum and Mineral Resources to enter into a
contract with "COMPANY", and with LOON
ENERGY INC, LOON ENERGY LIMITED,
LOON LATTAKIA LIMITED as a
CONTRACTOR, for activities prescribed in this
Contract,

NOW THEREFORE THE PARTIES AGREE AS

FOLLOWS:
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ARTICLE 1 —_ 1 3 )

DEFINITIONS = — s

1.1 "Affiliated Company” means a subsidiary S as,a e yill A< Al e gt As,an" 1-1
company, a parent company, or a sister ) T o
company to a party hereto. For the Glde Jal ey il 1 ikl ) 28,4
purposes of the foregoing definition: syl 13s

1.1.1 "A subsidiary company" is a company (s J8 e lele Gees S50 e & AS,al 1-1-1
controlled by a party hereto. ' T ST T
RPLIIRT S
1.1.2 "A parent company" is a company that i 1is 6 iyl o et 3854 W Asalr 2-1-1
controls a party hereto. i ) j

1 1.3 "A sister company" is a company thatis 4. lle e A0 o "cidd) As,an” 3-1-1
controlled by the parent company of a T T T .
party hereto. "Control” or "Controlled"” T e ESSE

means that either a company owns share Jul ?&_____ui Sl A8 a0 1" Adle Ganga
capital directly or through  other » o . .
companies, which confer upon it a L3 (5t iS58 s 0 ) e S5
majority of the votes at the stockholders i) pe—sf s clelaa) 4 JUNUAN I S A

meetings of the company, which is . ) )
controlled. Nele Gasgall 48—l Jlal

12 "Area" means the area vyhgre L diy of Joliall jmy 0 Askal @uw 7-1
CONTRACTOR may carry out activities - .
under this Contract, as described in o A yaage (b LS il i g s Al
Annexes A and B of this Contract and as  ;— lgle [k 28 LSy iall 138 g "y T inlal
it may be changed by relinquishments by . . s . et e Yo
CONTRACTOR pursuant to Article 5 of s e 5 sl s Jghal sl dais e
this Contract. - daall

1.3 "Available Petroleum"' means the _ ) LY s (e »aloadl Jy il 3-1
volume of daily production of Petroleum
measured at the Metering Point after
deducting the Royalty pursuant to Article i S a7 sa ol Ly deSall B pus
7 Available Petroleum may be "Available " T e .
Petroleum” or "Availagle Gas", as 13ala 1387 51 ale Lla Uadd Saladl B
appropriate. N

1.4 "Average Daily Production™ means that  Lidl e pasl) dlld i "asd) G g 4-1
volume of Petroleum measured in BPD L o M‘
calculated after the end of each Calendar JS Ales m Lgunae o ISV g ) O e 0
Suar’rer by di(\j/iding(;1 thed total (;/oflumetr?f gidl  Jal LS g osena g G el Ay

etroleum produced and saved from the ) o iy e i el -
Area at the Metering Point during the ﬁ"“n P il AR i ilaiall e 4 Baiaells
preceding Calendar Quarter by the S ol A A se e Gl sl
number of Days in that Calendar B A WL
Quarter, or by the number of Days j gl a1
following and

Lattakia Contract -4- PERPLIRTS



1.5

1.6

1.7

1.8

1.9

1.10

1.11

inclusive of the Date of Initial
Commercial Production until the quarter
end, as the case may be, all determined
in accordance with Article 7 hereof.

"Barrel" means forty-two (42) United
States gallons (equivalent to
approximately 158.984 litter), liquid
measure, corrected to a temperature of
sixty degrees (60°) Fahrenheit.

"BOPD" means Barrels of Petroleum
Per Day.

"BPD" means Barrels Per Day, and
shall include BOPD as well as Gas
converted to Barrels of Oil Equivalent
(‘BOE’) pursuant to Article 8.

"Budget' means the budget ascribed to
a Work Program and prepared by the
CONTRACTOR pursuant to Article 4 or
by the Operating Company pursuant to
Article 6.

"Calendar Month" means a month
according to the Gregorian Calendar
and "Month" means a period counted
from and including any Day of a
Calendar Month ending at the end of the
corresponding Day of the following
Calendar Month or, if such a Day does
not exist, on the last Day of such
Calendar Month.

"Calendar Quarter" means a period of
three consecutive Calendar Months
beginning 1st January, 1st April, 1st July
or 1st October and ending 31 March, 30
June, 30 September or 31 December,
respectively.

"Calendar Year" means a period of
twelve (12) consecutive Calendar
Months according to the Gregorian
Calendar starting on 1 January and
ending on 31 December, both dates
inclusive and "Year" means a period of
twelve consecutive Months.
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1.12 “"CM" means a quantity of Gas which in
the dry state at a temperature of fifteen
(15) degrees Celsius and an absolute
pressure of one decimal zero one three
two five (1,01325) bar occupies a
volume of one (1) cubic meter.

1.13 "Commercial Discovery” means

either of the following:

1.13.1 "Commercial Oil Discovery” means a
discovery made by CONTRACTOR
which may consist of one or more
Petroleum reservoirs or a group of
Petroleum reservoirs which is
considered by CONTRACTOR worthy to
be Developed commercially and in
respect of which the CONTRACTOR
may give Notice of Commercial
Discovery to COMPANY in accordance
with Article 3.2.4 of this Contract.

1.13.2 "Commercial Gas Discovery"” means a
discovery or discoveries of Gas made
by CONTRACTOR which is considered
by COMPANY and CONTRACTOR
worthy to be Developed commercially
and in respect of which the
CONTRACTOR may give Notice of
Commercial Discovery to COMPANY
in accordance with Article

8.1 Of this Contract.

1.14 "Commercial Well" shall

either of the following:

mean

1.14.1 "Commercial Petroleum Well" means
the first well drilled underthis Contract
on any geological feature which after
testing in accordance with sound and
accepted industry production practices,
and verified by COMPANY, is found by
CONTRACTOR to be capable of
producing at the average rate of not less
than 3,000 BOPD over a period of thirty
(30) consecutive Days if produced from

a producing interval, the top of which is
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1.14.2

1.156

1.16

1.17

1.18

1.19

et e

located not more than 3,400 meters
below the surface, or 4,000 BOPD over
a period of thirty (30) consecutive Days
if the top of the producing interval is
located at a depth greater than 3,400
meters below the surface.

"Commercial Gas Well" means a well
under this Contract which after testing in
accordance with sound and accepted
industry production practices prevalent
in international petroleum industry, is
found to be capable of production of
Gas at the average rate of not less than
fifteen (15,000,000.00) million standard
cubic feet of Gas per day (MMSCFD).

"Contract” means this contract and its
Annexes as may be amended from time
to time.

"Cost Recovery Petroleum” means all
costs and expenses recoverable by
CONTRACTOR in respect of all the
Exploration, Development and related
operations as more fully described in
Article 7.2.

Crude Oil" means any hydrocarbons
produced from the Area which are in a
liquid state at the wellhead or separator
or which are extracted from gas or
casing head gas, such term includes
distillate and condensate.

"Date of Commercial Discovery”
means the date on which the Minister
agrees in writing on the coordinates of
the Development Area relating to the
applicable Notice of Commercial
Discovery given by CONTRACTOR in
accordance with Article 3.2.4 hereof.

"Date - of Initial Commercial
Production™ means the date thirty (30)
days after Petroleum has been

produced on a continuous commercial

A
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1.20

1.21

1.22

daily basis in the Area from permanent
production facilities but excluding any
Petroleum produced as a result of tests
performed for the purpose  of
determining a Commercial Discovery.

"Day" or "day" means a period
commencing at 00:00 (zero) hours and
ending at 24:00 (twenty-four) hours,
local time.

"Delivery Point" means the point at
which the Parties will take their
respective shares of Petroleum and
which shall be the same point as the
Metering Point.

"Development’ means and shall
include, but not be limited to, all the
operations and activities pursuant to
approved Work Programs and Budgets
under this Contract with respect to:

1.22.1 the drilling, plugging, side-tracking, and

1.22.2

completing and equipping of wells for
the purpose of Production from a
Development Area and the changing
of the status of any such well, and

The design, construction, installation,
operation, servicing and maintenance of
equipment, pipelines, roads and other
infrastructure, water, electrical and other
systems, facilities (including office-,
storage- and port facilities), and plants,
as needed to produce from wells, to
take, save, treat, handle, store, flare,
transport and deliver Petroleum for
export and for local market and to
undertake injection or reinjection and
other enhanced recovery projects.

and use of the term "Development” in
this Contract shall include Production as
defined herein, when appropriate to the

context and circumstances..The verb
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'1.23

.24

1.25

" 26

n.27

1.28

AT (8, 41 ot i

"Development Area” means with
respect to each Commercial Discovery
the extent of the surface projection of
the whole of any Petroleum reservoir
(the corner points of which should be,
where possible, coincident with three (3)
minutes latitude by three (3) minutes
longitude divisions according to the
International Grid System (or with the
existing boundaries of the Area) as
mutually agreed between COMPANY
and CONTRACTOR and approved by
the Minister, in accordance with Article
3.2.5 hereof.

"Development Expenditures” shall
mean all costs and expenses for
Development operations in the Area
with the exception of' Operating
Expenses” and” Intangible Drilling
Costs”.

"Development Period” means the
period during which rights to Develop
and Produce exist with respect to a
Development Area or Development
Areas, commencing at the Date of Initial
Commercial  Production in  such
respective  Development Area or
Development Areas, all as provided for
in Article 3.2.5 hereof.

‘Development well" means any well
other than an Exploration well.

"Effective Date" means the effective
date of the Legislative Text ratifying this
Contract after having been signed by
GOVERNMENT, COMPANY  and
CONTRACTOR following its publication
in the Official Gazette of S.A.R.

"Exploration" means and shall include all
operations for such geological,
geophysical, aerial and other surveys as
may be contained in the approved Work
Programs and Budgets, and the drilling of
such up-holes, core holes, stratigraphic
tests, holes for discovery of Petroleum or
appraisal of Petroleum discoveries an
other related holes and wells, and tt

carrying out of testing and producti
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testing and the purchase of such supplies,
materials and equipment therefore all as
may be contained in the approved Work
Programs and Budgets, and the related
activities in support of such operations.
The verb "Explore" means conducting
Exploration.

1.29 "Exploration Expenditures” shall mean
all costs and expenses for Exploration
operations in the Area other
than”Intangible Drilling Costs”.

:11.30 "Exploration well" means:

. a) The first well in any geological feature.

i b) Any appraisal well drilled under Article 4 of

. this Contract.

. c) Any well, having as its objective a formation

:  other than any formation proved to be
Petroleum bearing by a well drilled in the

- same geological feature.

id) All the above mentioned wells should be

drilled during the exploration period.

{31 "Financial Year" means the financial year
starting on 1 January and ending 31
December, both dates inclusive.

{2 "Gas" means natural gas, both

: associated and non-associated, and all of
its constituent elements produced from
any well in the "Area" and all non-
hydrocarbon substances therein. Said
term shall include residue gas after
processing.

.33 "Gas Reserves” means the quantity of

: Gas which relevant data indicates is the
most likely estimate of economically
recoverable volume of Gas.

1.34 "Gas Sales Contract’” means an
instrument which would include the
COMPANY and the CONTRACTOR as
sellers of Gas containing the obligations of
and undertakings by parties with regard to
the sale and purchase of Gas produced
and saved under the Contract.

NI b e A SR 3 3,38 A me W 0 Ao £ O 4
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"Initial Exploration Period" means the
period of forty-eight (48) Months starting as
of the Effective Date of this Contract.

»Intangible Drilling Costs” shall mean all
expenditures incurred during Exploration and
Development for well drilling and completing
operations related to items which themselves
do not have a salvage value, as for example,

labor, geological, design, engineering and
other technical assistance supervision,
amounts paid to driling and other
contractors, material and  equipment
consumed or lost, perforating, formation
testing, cementing, well logging and
transportation.

l1 37 "LPG" means propane and butane as

?1.38

defined according to S.A.R. standards.

"MCF" means one thousand (1,000)
standard cubic feet ("SCF"). One SCF is
the amount of gas necessary to fill one
cubic foot of space at atmospheric
pressure of 1465 psi at a base
temperature of sixty (60) degrees
Fahrenheit.

1‘39 "Metering Point" means the place or

1.40

;
£

L Lattakia Contract

places
facilities mutually agreed by COMPANY
and CONTRACTOR, where appropriate
equipment and facilities will be located for
the purpose of performing all volumetric
measurements and other determinations,
temperature and other adjustments,
determination of water and sediment
content and other appropriate
measurements, to establish for the
various purposes of this Contract, the net
volumes of Petroleum (less any amounts
lost, used in operations, flared or
reinjected) produced and saved from
Development Areas. The Metering Point
will also be the Delivery Point.

"Minister" means the Minister /
Petroleum and Mineral Resources of §
Syrian Arab Repubilic.

at or about the Production
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1.42
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s

"Notice of Commercial Discovery"
means the notice that CONTRACTOR
shall give COMPANY upon deciding
that any discovery is considered by
CONTRACTOR to be worthy of
Commercial Development as more
fully described in Article 3.2.4.and
Article 8.1 hereof.

"Operator” shall mean CONTRACTOR
or Operating Company, as specified in
Article 5. When CONTRACTOR is
Operator, Operator shall always mean
all companies comprising
CONTRACTOR.

"Operating Expenses” shall mean all
direct and indirect Production costs,
expenses and expenditures made after
the first Date of Initial Commercial
Production in the Area, which costs,
expenses and expenditures are not
normally depreciable including operation
maintenance and servicing of all types of
facilities required for Development or
Production. Operating Expenses shall
include workover, repair and maintenance
of assets but shall not include side-
tracking, redrilling and changing the status
of a well, replacement of assets or part of
an asset, additions, improvements,
renewals or major overhauling that extend
the life of the asset.

"Parties” means the GOVERNMENT,
COMPANY and CONTRACTOR, and
"Party"” means any one of the Parties,
including their respective successors and
assigns.

"Petroleum” means liquid Petroleum of
various densities, asphalt, Gas and all
other hydrocarbon substances of a liquid
or gaseous nature that may be found in,
and produced, or otherwise obtained, and
saved from the "Area" under this

Contract and all substances that may be -

extracted therefrom.

Lattakia Contract
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!1,46 "production” means every type of
operation to produce Petroleum and

operate Development wells, and the
taking, saving, treating, handling, sorting,
transporting, metering, and delivering of
Petroleum, injection or re- injection, lifting
and every type of operation to obtain
primary and enhanced recovery of
Petroleum, and transportation, storage
and any other work or activities necessary
or ancillary to such operations. The verb
"Produce" means conducting Production.

P Ay A A A

i1.47 "Qualifying Sales” means the arm's
length sales of Petroleum by COMPANY
and CONTRACTOR to non-Affiliated
Companies under this Contract as more

fully described in Article 7.6.1.

4.48 "Royalty" means the twelve and one-half
per cent (12.5%) entitlement of the
GOVERNMENT more fully described in
Article 7.

"S.A.R."
Republic.

.49 means the Syrian Arab

.50 The term “Syria “means, in accordance
with international law, the territories of
the Syrian Arab Republic including its
internal waters, territorial sea, the
subsoil thereof and the airspace above
them to which Syria has sovereign
rights and other maritime areas to which
Syria has the right to exercise sovereign
rights for the purposes of exploration,
exploitation and conservation of natural
resources

i

.51 "Tax Year" means the period of twelve
i (12) months according to the Gregorian
Calendar starting 1 January and ending
31 December, both dates inclusive, for
which tax returns or reports are required
according to any applicable income,
profits or other tax law or regulations of
the S.A.R.

i Lattakia Contract -13-
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1.52

1.53

R 0 A A

"Work Program and Budget" means a
program of work and the budget
ascribed thereto and prepared by the
CONTRACTOR pursuant to Article 4 or
by Operating Company pursuant to
Article 6 hereof and "Work Program”
means the program of work alone.

"Working Day" means for the purposes
of Article 6.3 a day on which the
Commercial Bank of Syria is normally
open for business, and for the purposes
of Article 8.4.4 a day in which the Bank
normally open for

of England is
business.
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! ARTICLE 2

g

+

U

b 2.1
22

F 23

24

2.5

2.6

ANNEXES TO THE CONTRACT

"Annex A" is a description of the Area
at the Effective Date hereof.

"Annex B" is a map indicating the Area
at the Effective Date hereof.

"Annex C" is the form of a letter of
Guarantee to be confirmed by a Syrian
Bank and to be submitted by
CONTRACTOR to the COMPANY at
the time of signature of this Contract,
for the sum of US. Dollars 7.5 million
(Seven and a Half million U.S. Dollars
only, guaranteeing the execution of the
CONTRACTOR's minimum exploration
obligations hereunder for the Forty-
Eight (48) Months Initial Exploration
Period stated under Article 3 of this
Contract. Such guarantee shall remain
in effect for six (6) Months after the
expiry of the aforesaid Forty-Eight (48)
Months except as it may be released
prior to that time in accordance with the
terms hereof. Guarantees similar in
form will be submitted by
CONTRACTOR at least seven (7) days
before the commencement of each
extension of the Exploration Period,
modified, however, to reflect the
obligations related to the specific
Exploration Period as stated in Article 4
of this Contract.

"Annex D" is the form of a Charter of
the Operating Company to be formed
as provided for in Article 6 hereof.

"Annex E"is the Accounting Procedure.

Annexes A,B,C,D and E to this
Contract are hereby made part hereof
shall be considered as having equal
force and effect with the provisions of
this Contract but in the event of a
conflict between the terms of an Annex
and the main body of the Contract, the
main body of the Contract shall prevail.
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3.1

ARTICLE 3
GRANT OF RIGHTS AND TERM

The GOVERNMENT hereby grants
COMPANY and CONTRACTOR the

exclusive right for Exploration,
Development and Production  of
Petroleum in the Area described in

Annexes A and B, and subject to the
terms, covenants and conditions set out
in this Contract.

32 The total Exploration Period shall be

3.2.1 An Initial

divided as follows:

Exploration Period of forty
eight (48) Months starting as of the
Effective Date of this Contract (the
"Initial Exploration Period").

CONTRACTOR shall be granted two
extensions to the Initial Exploration
Period, the first extension is Thirty-Six
Months (36Months), and the second
extension is Twenty-Four Months (24
Months), upon CONTRACTOR giving at
least thirty (30) Days written notice to
COMPANY prior to the expiration of the
Initial Exploration Period or the first
extension period subject to the
provisions of Article 3.2.2; provided that
CONTRACTOR  has fulfilled its
obligations hereunder for the preceding
period.

3.2.2If the Exploration period is not extended

at the end of the Initial Exploration
Period or at the end of any extension
thereof obtained pursuant 1o Article
3.21 above, and a well is then
currently being drilled or tested outside
a Development Area then such period
shall be extended and this Contract
shall not expire during the time that such
drilling or testing is actually taking place
plus a period of sixty (60) Days after
such operations aré completed,;
provided however, that such added
period shall not exceed six (6) Months,
unless extended with the approval of

COMPANY.
7
[
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In the event CONTRACTOR does not
extend the Initial Exploration Period into
any extension period, CONTRACTOR
shall not be obliged to carry out the work
or expenditure obligations set out in
Article 4.1.2 or 4.1.3 but notwithstanding
the expiry of the Initial Exploration
Period, or any extension thereof
CONTRACTOR shall have the right to
proceed with the Development and/or
appraisal of any potential Commercial

Discovery resulting from any
Commercial Well drilled during the
Exploration ‘period which the

CONTRACTOR has entered into and
proceed with its full Development in
accordance  with the  applicable
provisions of the Contract. In such case,
the Area covered by this Contract shall
be limited to that part or parts of the
Area for which appraisal work is being
conducted and/or which shall be
covered by one or more Development
Areas resulting from any previous
Commercial Discovery, and this
Contract shall terminate with respect to
the remainder of the Area.

3.2.3 Subject to Article 3.2.2 above, this

Contract shall be terminated if no
Notice of Commercial Discovery is
given by CONTRACTOR by the end of
One Hundred and Eight Months
(108 Months) after the Effective Date.

3.24 After driling of a Commercial Well,

CONTRACTOR will undertake, as part
of its Exploration Work Program, the
appraisal of the discovery by the drilling
of such additional wells as in the
CONTRACTOR's opinion may be
necessary to determine whether such
discovery is worthy of commercial

Development, taking into
consideration the estimated
recoverable  reserves, production,

pipeline, terminal and other facilities
required, estimated Petroleum prices
and all other relevant technical and
economic factors.

Lattakia Contract

-17-

S el ity Lo jle Jglial (58 o g s
Sl b \gie ageaiadl Y1 ol ) Jend
oo DBl ary (Kl 3-1-4 sald) i 2-1-4
[PA YRV S R I W N Y1 1 P e
S5 B Jeel iy of Joliall 5~y
Ly 8 Jaae a3 dili

A< L,s“ 5
il 55 A cnia At Al e
Loty asly ol ledan 3 Joliall oS
A ALl e gpall cua JalSly
0585 dadll s e Al A . 2kal)
RSP [ YN PS PR PR ¥ LS
e el Yl g el @l e 5 ate
il Jlael ol o4 5 08 A dikaia )
dgatl) Bl 5o ST S ke dati A S/
Bl glad dildng e Al
Js xia A

1 PR Y

>

e P
SAC PR
25

—
3l 13 2

Akl iy b

e eiy oMol 2-2- 3 saldl JSa sled o ge 3-2-3
Ge gl GLEEYL las) daa g5 o ol 13 22l
el Al A Alg s gl Ji

Al o e (e 108)

paly Aplad b is aa adh ol il
A S 13 Lo st Jal e by g e Jsliall ol
olaeYy Jasd dlad ML} s alinsyl
iy claidly ) ki ozl
Al Laitll 50l ¥y ccuaall 8 AU

daladl 5 aY) Anlam¥ly aull Jolsedl 48lS,

s & s sally

E ie




Such additional wells shall count
towards the Exploration Work Program
and expenditures for the relevant
Exploration period set out in Articles
41,4.1.2,and 4.1.3.

CONTRACTOR shall give ("Notice of
Commercial Discovery") to
COMPANY promptly upon deciding that
any discovery is considered by
CONTRACTOR to be worthy of
Ccommercial Development, but in no
event later than sixty (60) Days after the
completion of the third (3rd)
Exploration/appraisal well in respect of
the discovery, or eighteen (18) Months
following the date of discovery of a
Commercial Well, whichever is earlier

Within three (3) Months following such
Notice of Commercial Discovery,
CONTRACTOR shall provide the
GOVERNMENT and the COMPANY
with a report on the technical and
economic  factors  considered in
determining that the discovery is worthy
of Commercial Development. The
GOVERNMENT and COMPANY
acknowledge that reports of this nature
contain estimates based on available
data and that CONTRACTOR will not
guarantee the correctness of either its
data or its conclusions.

CONTRACTOR shall also have the right
to give such Notice of Commercial
Discovery with respect to any reservoir
or reservoirs, even if the well or wells
thereon are not Commercial Wells if, in
its opinion, such reservoir or a group of
reservoirs considered collectively, could
be worthy of Commercial Development.

Following the Notice of Commercial
Discovery and the technical and
economic report in connection therewith,
COMPANY and CONTRACTOR shall
meet and review all relevant data with a
view to mutually agreeing upon the
existence of a Commercial Discovery
and the coordinates of the Development

Lattakia Contract -18-
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Area in accordance with the technical
practices applicable in the petroleum
industry and in accordance with this
Contract. The Date of Commercial
Discovery shall be the date as defined
Article 1.18 hereof.

if COMPANY does not agree to the
existence of a Commercial Discovery
CONTRACTOR is entitled to refer this
issue to arbitration in accordance with
Article 23.1.2 hereof.

If Petroleum is discovered but is not
deemed by CONTRACTOR to be a
Commercial Discovery under the
above provisions of this Article 3, thenif
after eighteen (18) Months following
completion of the well not considered a
Commercial Well, COMPANY notifies
CONTRACTOR in writing that
COMPANY proposes to develop an
area surrounding that well (the co-
ordinates of which shall be agreed
between COMPANY and
CONTRACTOR) at its sole cost, risk
and expense, CONTRACTOR shall
within sixty (60) Days of receipt of such
notice, either relinquish the specific area
covering the geological structure in
which Petroleum has been discovered
but not considered a Commercial
Discovery or agree to commence
Development operations according to
this Contract, in both cases delineating
such structure as agreed upon by
COMPANY and CONTRACTOR.

3.2.5 Subject to the approval of the Minister

to the coordinates of the area capable of
commercial production, such area shall
be automatically converted into a
Development Area without the issuance
of any additional legal instrument or
permission. Development operations,
thereafter, shall be started promptly by
the Operating Company (defined in
Article 6 hereinafter) on behalf of
COMPANY  and CONTRACTOR.
Subject to the Development Work
Program  for  any
Discovery, in the event that

Lattakia Contract
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Commercial Production of Petroleum
takes place from any Development Area
within four (4) Years from the date of the
Minister's approval of that Development
Area, such area shall be surrendered,
upon demand from COMPANY.

The Development Period of any
Development Area shall be Twenty
Years (20 Years) from the Date of Initial
Commercial Production from such
Development Area. Subject to the
approval of COMPANY (not to be
unreasonably withheld) this period may
be extended for an additional period of
Five Years (5 Years) at the option of
CONTRACTOR upon six (6) Months
written notice by CONTRACTOR to
COMPANY being given prior to the
expiration of the Development Period.
Such extension shall be under the
terms, conditions and provisions of this
Contract.
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ARTICLE 4

WORK PROGRAM AND EXPENDITURES

41

411

DURING EXPLORATION PERIOD

CONTRACTOR shall be bound during
the Initial Exploration Period of Forty-
Eight Months (48 Months) from the
Effective Date to carry out all Exploration
operations in the Area, which shall
include geological and geophysical work,
comprising of the acquisition of a
minimum of Six hundred kilometers (600
km) of 2D seismic or equivalent of 3D
seismic in US$, and the drilling of Two
(2) Exploration Wells.

CONTRACTOR shall spend during such
period on Exploration operations and
other activities related thereto a minimum
of Seven and a Half (7.5) million U.S.
Dollars.

4.1.2 During the first extension of the Initial

Exploration Period, which shall be Thirty-
Six (36) Months, CONTRACTOR shall
complete the driling of at Two (2)
Exploration wells and acquire a minimum
of Two Hundred kilometers (200
Kilometers) of 2D seismic or 3D seismic
equivalent in US$. CONTRACTOR shall
spend during this first extension on
Exploration  operations and other
activities related to such operations, a
minimum of Seven million U.S. Dollars
(7 million USD).

4.1.3 During the second extension of the Initial

Exploration Period, which shall be
Twenty-Four Months (24  Months),
CONTRACTOR shall complete the

drilling of One (1) Exploration well and
acquire a minimum of One Hundred
Kilometers (100 Kilometers) of 2 D
seismic or 3D seismic equivalent in U.S.

Dollars. CONTRACTOR shall spend
during this second extension on
Exploration  operations and  other

activities related to such operations a

minimum of Two and a Half million U.S#

Dollars (2.5 USD).

K
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f;-1.4 Should CONTRACTOR drill more el ) e lare JalBal s 13 4-1-4

Exploration wells and spend more than
the minimum amount required to be

135 ¢ oin congiall L0 Ml oo e a3y,

drilled and spent during the Initial O A ey e i
Exploration Period or during any - . )
extension thereof, the excess S AW il 5 8 DA a8l s gl

expenditures (not more than Two million
U.S. Dollars and one (1) Exploration Well
per period may be credited against or
subtracted from the minimum number of
wells to be drilled or amount of money
required to be spent, by CONTRACTOR
during the succeeding Exploration
Period.
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4.3

44

Exploration obligations under this
Contract prior to that date, COMPANY
will not bear any of the aforesaid
expenses spent by CONTRACTOR.

CONTRACTOR shall pay all the costs
and expenses required in carrying out all
the operations under this Contract. Such
costs and expenses shall be recoverable
as provided in Article 7 of this Contract,
but shall not include financing fees,
charges or interest on investment. During
the term of this Contract and its
extensions, the volume of Petroleum
produced and saved after the deduction
of the Royalty and Cost Recovery
Petroleum shall be shared between
COMPANY and CONTRACTOR in
accordance with the provisions of Article
7-8 while any Petroleum produced in
testing operations before the Date of
Commercial Discovery shall be wholly
owned by GOVERNMENT.

As soon as practicable after the Effective
Date, CONTRACTOR shall prepare an
Exploration Work Program and Budget
for the Area setting forth the Exploration
which CONTRACTOR proposes to carry
out during the remainder of the then
current Calendar Year. At least three (3)
Months prior to the beginning of each
Calendar Year thereafter or at such
times as otherwise mutually agreed to by
COMPANY and CONTRACTOR,
CONTRACTOR shall prepare an
Exploration Work Program and Budget
for the Area setting forth the Exploration
operations which CONTRACTOR
proposes to carry out during the ensuing
Calendar Year. The Exploration Work
Program and Budget shall be reviewed
by a joint committee to be established by
COMPANY and CONTRACTOR after
the Effective Date of this Contract. This
committee, hereinafter referred to as the
"Exploration Advisory Committee”,
shall consist of six (6) members, three
(3) of whom shall be appointed by
COMPANY and three (3) by
CONTRACTOR. The Chairman of the
Exploration Advisory Committee shall be
designated by COMPANY from among

Lattakia Contract
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the members appointed by it.

The
Exploration Advisory Committee shall
review and give such advice as it deems
appropriate with respect to the proposed
Work Program and Budget. Following
review by the Exploration Advisory
Committee, CONTRACTOR shall make
such revisions as CONTRACTOR
deems appropriate and submit the
Exploration Work Program and Budget to
COMPANY for its approval which shall
be given within thirty (30) days. Following
such approval it is further agreed that:

4.4.1 CONTRACTOR may revise or modify

said Work Program and Budget after
consultation with COMPANY as may be
required for operational reasons or as a
result of Exploration activities, it being
understood that the approved budgeted
expenditure will not be reduced without
the approval of COMPANY.

4.42 In the event of emergencies involving

4.5

4.6

danger to, or potential or actual loss of,
lives or property, CONTRACTOR may
expend such additional unbudgeted
amounts as may be required to prevent
or alleviate such danger or loss. Such
expenditures shall be considered in all
respects as deemed approved
Exploration expenditures and shall be
recovered pursuant to the provisions of
Article 7 hereof,it must be presented to
the first possible advisory exploration
committee.

CONTRACTOR shall advance all
necessary funds for all materials,
equipment, supplies, personnel and

operations as required for Exploration
and related operations pursuant to the
Exploration Work Program and Budget.

CONTRACTOR shall be responsible for
the preparation and performance of the
Exploration Work Program, which shall

be implemented in an efficient manng dvy)

consistent with internationally recogni
good oil field practices. CONTRACT!
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shall entrust the management of
Exploration operations in the S.AR. toa
General Manager and one or two Deputy
General Managers, at least one of either
the General Manager or the Deputy
General Managers, shall be competent
technically, and shall, upon appointment,
notify GOVERNMENT and COMPANY of
the names of the General Manager and
his Deputy or Deputies. The General
Manager and, in his absence, a Deputy
General Manager shall be entrusted by
CONTRACTOR with sufficient powers to
be subject to all lawful written directions
of local application given to them by the
GOVERNMENT or its representative
under the terms of this Contract or any
lawful regulations issued or hereafter to
be issued which are applicable
hereunder and not inconsistent with the
provisions of this Contract.

4.7 CONTRACTOR shall supply COMPANY
within thirty (30) Days from the end of
each Calendar Quarter a statement of
Exploration  activity showing costs
incurred by CONTRACTOR during such
quarter. CONTRACTOR's records and
necessary supporting documents shall
be available for inspection by COMPANY
at any time during regular working hours
for three (3) Months from the date of
receiving each statement.

Subject to the Pre-auditing and Approval
Requirements contained in Article 6 of
Annex E, COMPANY shall within three
(3) Months from the date of receiving
such statement, advise CONTRACTOR
in writing with necessary supporting
reasons, if it considers that one or more
of the following may apply to a cost item
in the above-mentioned statement:

4.7.1 Record of costs is not correct;

4.7.2 costs of goods or services supplied are
not in line with the international mar
prices for goods or services of si
quality supplied on similar tefms

prevailing at the time such goods <t
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services were ordered, (provided,
however, that purchases made and
services performed within the S.A.R.
shall be subject to Article 17 hereof),
other than those in respect of a contract
entered into in accordance with
Article 4.4.2 hereof; or

4.7.3 condition of the materials furnished by
CONTRACTOR does not tally with their
prices; or

4.7.4 costs incurred are not reasonably
required for operations and other
activities related thereto (other than
those in respect of a contract entered
into in accordance with Article 4.4.2
hereof); or

4.7.5 Invoices issued to CONTRACTOR and
supporting documents are incomplete, or
unavailable, or, with respect to invoices
rendered by subcontractors, are not
original.

4.8 CONTRACTOR shall confer with
COMPANY in connection with any audit
problems thus presented, and these two
parties shall attempt to reach a
settlement which is mutually satisfactory.
If CONTRACTOR and COMPANY fail to
reach such a settlement the issue shall
be referred to an expert appointed by
mutual consent, such expert being an
internationally  recognized  firm  of
accountants/auditors, whose opinion
shall be binding upon both Parties.
Should those Parties fail to agree on the
choice of such expert, the appointment
shall be made on request of either Party
by the President of the Institute of
Chartered Accountants in England and
Wales. If within the time limit of a three
(3) Month period provided for in this
Article, COMPANY has not advised
CONTRACTOR of its objection on the
above grounds to any cost item of any
statement; such statement shall be
considered as approved.

1z
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b

4.9 CONTRACTOR shall supply all funds

necessary for its operations in the S.A.R.
under this Contract during and after the
Exploration Period, in freely convertible
currency from abroad. CONTRACTOR
may buy Syrian currency whenever
required for its operations in the S.A.R.
and the conversion shall be made at the
public banks in the S.A.R. according to
the most favorable rate of exchange
available for any commercial activity as
published by the Commercial Bank of
Syria on the date of conversion. Within
sixty (60) Days after the end of each
Financial Year, CONTRACTOR shall
submit to the appropriate exchange
control authorities in the S.A.R. a
statement, duly certified by a recognized
firm of independent auditors, agreed by
COMPANY and CONTRACTOR,
showing the funds credited to its account
opened with the Commercial Bank of
Syria, the disbursements made out of the
account and the balance outstanding at
the end of such Financial Year.

4.10 Within thirty (30) Days after the Effective

Date COMPANY shall provide to
CONTRACTOR copies of all geological,
geophysical or other data, including well
and seismic data, within the Area and
well reports and well logs in respect of
other adjacent wells outside the Area
belonging to the COMPANY, according
to a list agreed between COMPANY and
CONTRACTOR, and shall give
CONTRACTOR access to rock and other
samples in its possession.
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ARTICLE 5
RELINQUISHMENT

5.1 Mandatory Relinquishment

if CONTRACTOR elects to enter into the
first extension of the Initial Exploration
Period, he shall relinquish to
GOVERNMENT on the effective date of
such extension twenty-five percent (25%)
of the original Area less that converted to
a Development Area or Areas.

If CONTRACTOR elects to enter into the
second extension of the Initial
Exploration Period, it shall relinquish to
GOVERNMENT on the effective date of
such extension an additional twenty-five
percent (25%) of the original Area less
that converted to a Development Area or
Areas.

Unless otherwise agreed by COMPANY,
each such mandatory relinquishment
shall consist of not more than two
parcels and shall not include any areas
converted into Development Areas.

Subject to Article 3.2.2, at the end of the
Inittal Exploration Period plus any
extensions thereof CONTRACTOR shall
relinquish the remainder of the Area not
then converted to a Development Area
or Areas.

5.2 Voluntary Relinquishments

CONTRACTOR may voluntarily at any
time relinquish all or any part of the Area
provided that at the time of such
voluntary relinquishment its financial
obligations for Exploration under Article
411 have been satisfied. Any
relinquishments hereunder shall be
credited toward the mandatory provisions
of the above Articles.
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ARTICLE 6

OPERATIONS AFTER COMMERCIAL
DISCOVERY

Foliowing the first Date of Commercial
Discovery, COMPANY and
CONTRACTOR shall form in the S.A.R.
an operating company, which shall be
called LATAKIA petroleum company
(referred to herein as "Operating
Company") which shall conduct the
operations necessary of Development
and Production under this Contract also
the operating company shall execute on
behalf of the contractor, the expoloration
operations that the contractor has
charged them with in accordance with
approved Work Programs and Budgets.
Operating Company shall be subject to
the laws and regulations in force in the
S.A.R. to the extent that such laws and
regulations are not inconsistent with the
provisions of this Contract or the Charter
of the Operating Company;, however,
Operating Company shall for the
purposes of this Contract, be exempted
from the following laws and regulations
as now or hereafter amended or
substituted:

6.1

Presidential Decree No. 11 of 1961
embodying Exchange Control and its
executive regulations, as amended,

Law No. 149 of 1949 embodying the law
of Commerce in respect of certain

provisions related to Joint Stock
Companies, Limited Liabilities and its
amendments;

Law No. 114 of 1961 embodying the
formation of Boards of Directors in
Companies and Establishments and its
amendments;

Legislative Decree Law No 2 of 20

related to Public Compani
Establishments and Institutions,
amended.
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6.2

6.3

6.4

The Charter of the Operating Company
is hereto attached as Annex D and within
thirty (30) Days after the first Date of
Commercial Discovery, the Charter
shall take effect, and
Company shall automatically come into
existence, without any further procedure
or act hereunder for and on behalf of
COMPANY and CONTRACTOR.

Not later than the twentieth (20th) Day of
each Calendar Month, Operating
Company shall furnish CONTRACTOR
with a written estimate of its total cash
requirements  for the  succeeding
Calendar Month expressed in US.
Dollars, in accordance with the approved
Budget. Such estimate shall take into
consideration any cash expected to be
on hand at Calendar Month's end.
Payment for the appropriate period of
each Calendar Month shall be made to
the correspondent bank designated
pursuant to Article 6.4 below on the first
(1st) day and fifteenth (15th) day
respectively or the next following
Working Day, if such day is not a
Working Day.

Operating Company is authorized to
keep at its own disposal abroad, in an
account opened with a correspondent
bank to a Syrian public bank, the foreign
funds advanced by CONTRACTOR.
Interest or similar income generated by
the account shall be credited to the
account. Withdrawals from said account
shall be used for payment of goods and
services abroad and for transferring to a
local public bank in the S.A.R. the
required amounts to meet expenditures
in Syrian Pounds for Operating
Company in connection with its activities
under this Contract, converted at the
most favorable rate of exchange
available for any commercial activity as
published by the Commercial Bank of
Syria on the date of conversion.
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/V\ﬁthin sixty (60) Days after the end of
~ : Financial ~ Year,  Operating

6.5

6.6

- credited to

each

Company shall submit to the appropriate
exchange control authorities in the
S.A.R. a statement, duly certified by a
recognized firm of independent auditors,
agreed by COMPANY and
CONTRACTOR, showing the funds
that account, the
disbursements made out of the account
and the balance outstanding at the end
of such Financial Year.

Operating Company shall prepare a
Development Work Program and Budget
for the remainder of the Calendar Year
in which the Commercial Discovery is
made and not later than sixty (60) Days
after the Commercial Discovery, unless
otherwise agreed. On the fifteenth (15th)
day of October in each Calendar Year
thereafter, Operating Company shall
prepare an annual Production schedule
and a Development Work Program and
Budget for the next Calendar Year to be
submitted to COMPANY and
CONTRACTOR for their comments.

Operating Company shall then make
such revisions as it deems appropriate in
the light of any such comments, and no
later than the fifteenth (15th) November
of each Calendar Year shall submit the
said Production schedule, and said Work
Program and Budget, to the Board of
Directors of Operating Company for its
approval which shall be given within
thirty (30) days. Following such approval,
Operating Company shall carry out the
Work Program, and observe the
schedules, in accordance with the
agreed Budget and with this Contract.

Operating Company shall implement its
work and conduct its activities, in an
efficient manner consistent  with

internationally recognized good oil field

practices.
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67 After Operating Company comes into

existence, CONTRACTOR  shall
continue to prepare, and obtain
COMPANY's approval to, an annual
Exploration Work Program and Budget in
accordance with Article 4 of this

Contract.

6.8 The Operating Company shall within ten

(10) Days after the end of each
Calendar Month after the Date of Initial
Commercial Production prepare and
submit to the Parties a detailed
statement for the prior Calendar
Month, setting forth the quantity of
Average . Daily  Production. The
Operating Company will deliver to each
Party and each Party will take
possession of its share of Petroleum, in
accordance with Article 7 - 8 hereof at
the Delivery Point, from which point
each Party will bear the costs, risks and
expenses pertaining to their Petroleum.
The Royalty, Cost Recovery Petroleum
and the shares of Production Sharing
Petroleum, shall be composed of equal
grades and quality of Petroleum
produced from operations hereunder.
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/ ARTICLE 7

ROYALTY, RECOVERY OF COSTS AND
EXPENSES AND PRODUCTION
SHARING

7-1 Royalty

The GOVERNMENT shall own and be
entitted as hereinafter provided, to a
Royalty in cash or in kind of twelve and
one-half percent (12.5%) of all Petroleum
produced and saved from the Area during
the Development Period including any
extension period (the "Royalty"). The
remaining eighty-seven and one-half
percent (87.5%) shall be divided between
the COMPANY and the CONTRACTOR as
provided in Article 7.2. through 7.7 (in the
case of Petroleum) or Article 8 (in the case
of Gas). The Royalty when taken in kind
shall be delivered by Operating Company to
the GOVERNMENT, which shall take
possession thereof at the Delivery Point or
any other point mutually agreed upon.

In the case of crude oil the GOVERNMENT
may give written notice to the Operating
Company at least three (3) Months prior to
either the first day of January or the first day
of July in each Calendar Year that it wishes
to take the Royalty in cash, during the next
succeeding six (6) Calendar Months. In such
case the Operating Company shall forthwith
advise CONTRACTOR, which shall take in
kind the full quantity of the Royalty and pay
in cash the value of this Royalty which shall
be determined as far as Petroleum is
concerned pursuant to Article 8.6 Marketing,
sales, transportation and related costs in
connection with the disposal of said Royalty
Petroleum shall be Operating Expenses
hereunder.

7-2 Cost Recovery Petroleum

Subject to the auditing provisions
under this Contract, CONTRACTOR
shall recover all costs and expenses in
respect of all the Exploration,
Development and related operaj
under this Contract to the ext
Vg

TE
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out of, Forty Percent (40%) per annum
of all Petroleum produced and saved
from the Area after deducting the
Royalty due to the GOVERNMENT.
Such Petroleum is hereinafter referred
to as "Cost Recovery Petroleum"
and CONTRACTOR shall take Cost
Recovery Petroleum in kind as
provided in Article 7.3 below. Any and
all such costs and expenses shall be
recovered from Cost Recovery
Petroleum in the following manner :

7.2.1 Exploration Expenditures, including
those accumulated prior to the first
Date of Initial Commercial Production
shall be recoverable in full,
commencing in the Calendar Year in
which such expenditures are incurred.

7.2.2Development Expenditures, including
those accumulated prior to the first
Date of Initial Commercial Production
shall be recoverable at the rate of
twenty-five percent (25%) per annum
based on amortization at that rate
starting from the Calendar Year in
which such expenditures are incurred,

except that for Development
Expenditures made during the last four
(4) Calendar Years of the last
Development Period under this

Contract the rate of recovery shall be
increased to allow for 100%
amortization of such costs by the end
of the Contract.

Therefore the applicable amortization
rate for the first Calendar Year of that
four (4) Calendar Year period shall be
(25%), for the second Calendar Year
(33%) 1/3%, for the third Calendar
Year (50%) and for the last Calendar
Year (100%). It is understood and
agreed that solely with regard to the
recovery of those costs and
expenditures which may be amortized
at the rates specified in this Article
7.2.2, such costs and expenditures

Calendar
Calendar

Quarterly basis in'{ any
Year. Any costs \gn
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expenditures not recovered pro rata as
aforesaid in a Calendar Year shall be
carried forward and recovered in the
first Calendar Quarter of the next
Calendar Year.

7.2.3 All Intangible Drilling Costs including

those accumulated prior to the first
Date of Initial Commercial Production
and all Operating Expenses, incurred
after the first Date of Initial
Commercial Production shall be
recoverable in the Calendar Quarter
in which such expenses are incurred.

7.2.4 Costs incurred in the purchase of land

shall be recoverable in the Calendar
Quarter in which such expenses are
incurred.

725 To the extent that in a Calendar

7.3

74

quarter, costs, expenses and
expenditures recoverable per Article
7.2.1 to 7.2.4 inclusive above exceed
the value of all Cost Recovery
Petroleum for such Calendar Quarter,
the excess shall be carried forward for
recovery in the next succeeding
Calendar Quarter or Calendar
Quarters until fully recovered, but in
no case after the termination of the
Contract as to CONTRACTOR.

CONTRACTOR shall for each
Calendar Quarter take in kind and
separately, at its own expense,
dispose of all Cost Recovery
Petroleum produced, and its share of
production sharing Petroleum as
stipulated in Article 7.5 & 8-4-2 below.

The amount by which the value of
Cost Recovery Petroleum in any
Calendar Year exceeds the sum of all
recoverable costs and expenditures
under Article 7.2 (including any costs
and expenditures carried forward
under Article 7.2.5) shall be conv
into a volume in Barrels (all valug{
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Ay percent (50%) of the volume of
Excess Cost Recovery Petroleum shall

7.5

7.5.1

be due to the COMPANY. The
remaining fifty percent (50%) of the
volume of Excess Cost Recovery
Petroleum shall be shared between
COMPANY and CONTRACTOR in
accordance with the provisions set out
in Articles 7.5.1. to 756 & 8-4-2
inclusive, it being agreed that such
volume shall be allocated to apply last
tranche.

Production sharing

With respect to each Calendar
Quarter the remaining Petroleum
produced and saved from the Area,
after deduction of Royalty and the
volume of Cost Recovery Petroleum
taken by CONTRACTOR and any
Excess Cost Recovery Petroleum
taken by COMPANY shall be taken in
kind and disposed of separately and at
their  respective expenses by
COMPANY and CONTRACTOR
F.O.B. at the Delivery Point as follows:

That amount of annual Average Daily
Production from one up to and
including Fifteen Thousand (15,000)
BPD shall be shared in the following
proportion:

COMPANY 'Share  CONTRACTOR's
(includes taxes) (Share)
71% 29%

7.5.2 That amount of annual Average Daily

Production in excess of Fifteen
Thousand (15,000) BPD up to and
including  Twenty-Five  Thousand
(25,000) BPD shall be shared in the
following proportion:

COMPANY's Share CONTRACTOR's
Share
28%

(Includes Taxes)
72%

7t

Lattakia Contract

Bl Cprwaddl ALl (g yms 480N Mojiul g
Lo AdlSall by jid Jg b ol o Al (%50)
& bl byl Wk iy AS,—dd o
an 2-4-8 5 6-5-7 L 1-5-7 (e sl
paadi Cigw ekl i of ade GEL (e

Anbhd) 5aY) day il

Uy alucil 5-7

ol e Riibe (U (e ol @y JS () dailly
&mwoin!quM\J@ud\
i e 3 a8 Mo i) Jg s ot s de Sall
dagie) Ja g oailh (e ke gl S Jglial
Ji e e 35 AGA) JE pe sl das
e ke 4 LaadlS Cipualyy Jglball g 48yl

Y il e sl A0 g Aalall i

Oe bsio osll ZY) Jae e 6S Lae 1-5-7

Jadys deay S a4 dusn daen (1) 2als
a‘.u:é\ (;\g L gy Jie g (15000) all ude ded
O (el 35 )

Laa 4,8 daa
Jstiad () ) dianzaia)
29% 71%

e Lgiu ool mY) Jana Jlaie 3 Lexie y 2-5-7

Juoy sin ol b s e ) e et
Ofwadll 33y ZUH1 auly ool (A s daen
T oudall

4 ,al dan

72%

L8 tie



7.5.3 That amount of annual Average Daily
Production in excess of Twenty-Five
Thousand (25,000) BPD up to and
including Fifty Thousand
(50,000) BPD shall be

shared in the following proportion

COMPANY's Share CONTRACTOR's

Share
26%

(Includes Taxes)
74%

7.5.4 That amount of annual Average Daily
Production in excess of Fifty Thousand
(50,000) BPD Up to and including One
Hundred Thousand (100,000) BPD

shall be shared in the following
proportion:
COMPANY's Share CONTRACTOR's
(Includes Taxes) Share
76% 24%

7.5.5 That amount of annual Average Daily
Production in excess of One Hundred
Thousand (100,000) BPD shall be
shared in the following proportion:

COMPANY's Share CONTRACTOR's
(Includes Taxes) Share
80% 20%

In implementation of the foregoing, it is
understood that Royalty and the Forty
Percent (%40) which represents Cost
Recovery Petroleum shall be deducted
proportionately from each tranche of
the respective annual Average Daily
Production.During the  Calendar
Quarter

Should Parties agree that calculation
on a Monthly or Quarterly basis be
required or agree that Monthly
determination of Annual Daily
Production tranches should otherwise
be necessary, such calculation

o=
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7.6

761

—

principle that the Royalty, Cost
Recovery and Production sharing is to
pe determined on the basis of a
Calendar Quarter only

The value of the Petroleum produced
and saved from the Area and disposed
of by CONTRACTOR shall for the
purpose of determining the value of its
portion of Cost Recovery Petroleum,
the value of the Royalty Petroleum, the
value of Excess Cost Recovery
Petroleum, and for the calculation of
CONTRACTOR's income and the
payment of CONTRACTOR's income
tax, always reflect the market value of
such Petroleum.

For the purpose of determining the
market value of such Petroleum the
following shall apply:

The value of the Petroleum lifted and
sold to non-Affiliated Companies shall
be determined at the weighted
average price(s) actually received in
any Calendar Month in freely
convertible currency on F.OB.
Delivery Point sales under this
Contract by COMPANY and
CONTRACTOR which ever is the
higher under arm's length conditions,
provided that these sales shall not
include any special arrangement such
as barter or involving or related to
barter (such sales hereinafter referred
to as "Qualifying Sales").

In the case of C.I.LF. or C.& F. sales
or other sales not made on F.O.B.
basis, appropriate deductions shall
be made for transportation,
insurance and further charges, actual
or declared, whichever are the
lowest, if any, to calculate the"
Delivery Point price".lt is
understood that this paragraph 7.6.1.
In no way prevents the

CONTRACTOR to sell its Petroleum §

to an Affiliated Company.
/

G
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7-6-3 If

762 In the event CONTRACTOR and

COMPANY have no Qualifying Sales
of  Petroleum, the value of
CONTRACTOR's  entitlement to
Petroleum shall be determined by
applying a Petroleum valuation
method  acknowledged in the
international oil market. This valuation
method shall mutually be agreed upon
by COMPANY and CONTRACTOR.

This valuation method shall be
mutually agreed upon by COMPANY
and CONTRACTOR prior to the
commencement of Initial Commercial
Production of each Petroleum grade,
and shall be used for at least one (1)
Calendar Year. Thereafter it shall be
reviewed upon the written request of
COMPANY or CONTRACTOR, when
in the opinion of either of them,
changes in the international oil market
so require. Any revised valuation
method shall be used for at least one
(1) Calendar Year. Prices of reference
for Petroleum and/or hydrocarbon
products used in a valuation method
shall be the arithmetic average of the
daily quotations as published in any
agreed upon publication of
international standard in the oil market
for Petroleum similar in quality to the
Petroleum to be valued hereunder, or
as published for the hydrocarbon
products included in the valuation
method.

Should Qualifying Salesto either party
(COMPANY or CONTRACTOR), then
the Qualifying Sales of such party shall
be adopted in determining the price of
Petroleum of this Contract.

either COMPANY or
CONTRACTOR do not accept that the
prices realized for Qualifying Sales
reflect the market value and/or the
amount of deduction applied for
transportation, insurance and further
charges, all as referred to under Artic
7.6.1 above, and/or fail to agree

—r
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valuation method as referred to under
Article 7.6.2 above, then the dispute
shall, at the written request of either
COMPANY or CONTRACTOR, be
referred to an expert (the "Expert")

jointly appointed by COMPANY and

CONTRACTOR, which Expert shall
act as such and not as arbitrator

The Expert shall be a person having
no interest in the outcome of the
matter. If and CONTRACTOR
COMPANY fail to agree on such
appointment within twenty-one (21)
days, the Expert shall be appointed by
the Director of the International
Petroleum Institute London, Great
Britain. The terms of reference given
to the Expert shall be such as to
require him to determine within twenty-
one (21) days of the date when the
question was referred to him (the
method to apply for the period in

question in accordance with the
provisions and the spirit of this
Contract).

7.6.4 It is understood and agreed that each

765 Unless

lifting and/or sale of CONTRACTOR's
Crude Oil and gas shall for purposes
of Cost Recovery and for tax purposes
be considered as consisting of a share
of Cost Recovery Petroleum, Excess
Cost Recovery Petroleum and
Production Sharing Petroleum
according to CONTRACTOR's shares
under this Contract.

otherwise agreed upon
between GOVERNMENT, COMPANY
and CONTRACTOR, the value of
Petroleum subjected to requisition as
provided for in Article 19 hereof or
subject to pre-emption as provided for
in  Article 25 hereof, shall be
determined in accordance with Articles
7.6.1to 7.6.4 inclusive. -

/
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7.8

79

77. Operating Company shall prepare, not

less than ninety (90) Days prior to the
first day of January and the first day of
July in each Calendar Year following
the Date of Inital Commercial
Production, and provide in writing to
CONTRACTOR and COMPANY a
forecast setting out the total quantity of
Petroleum that Operating Company
estimates can be produced,
saved and transported hereunder
during the succeeding half of the
Calendar Year in accordance with
good international oil industry practice.

Petroleum shall be run to storage
tanks (if any) constructed, maintained
and operated according to
Government specifications by
Operating Company in which said
Petroleum shall be metered or
otherwise measured according to good
international oil industry practice.

CONTRACTOR shall have the right
and shall be bound to separately take
in kind at the Delivery Point and export
or otherwise dispose of all Petroleum
to which it is entitled in accordance
with the provisions of Articles 7.2 to
7.5. Subject to payment of sums due
to COMPANY under Article 7.4,
CONTRACTOR shall have the right to
remit and retain abroad all funds
acquired.

At a reasonable time, prior to the Date
of Initial Commercial Production, and
from time to time thereafter,
COMPANY and CONTRACTOR shall
meet and agree upon a procedure for
scheduling lifting of Petroleum from
the Delivery Point in accordance with
international petroleum industry
practices.

T
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ARTICLE 8
GAS

:3 4. commercial Gas Discovery

if CONTRACTOR makes a discovery of
Gas the provisions of Article 3 shall apply.
However, if after evaluating the Gas
Reserves and other relevant technical and
economic factors, as contemplated by
Atticle 3.24, CONTRACTOR and
COMPANY agrees (and such agreement
shall not be unreasonably withheld) that
such discovery is worthy to be Developed
commercialy, CONTRACTOR will give
COMPANY a Notice of Commercial
Discovery in accordance with Article
3.2.4. Failing agreement by COMPANY to
the existence of a Commercial Gas
Discovery, Contractor is entitled to refer
the issue to arbitration in accordance with
Article 23, and the procedures for
establishing the Date of Commercial
Discovery pursuant to Article 3.2.4 shall

apply.
i8.2 Development Area

Foliowing the Date of Commercial
Discovery of Gas, the following shall

apply:
18.2.1 The Development Area for the Commercial
Discovery shall be established.

I8.2.2 If additional Commercial Discoveries of
Gas that are not in continuous hydro-
carbon communication with the original
Commercial Discovery are made in a
Development Area and such additional
Commercial Discoveries extend beyond
the boundaries of the Development Area or
the original Commercial Discovery, the
Development Period specified in Article
325 for only that portion of the
Development Area that is applicable to
such additional Commercial Discoveries
of Gas shall be extended by the time
between the first Date of Commercial
Discovery of Gas and said date for
additional Commercial Disca
provided that such additional Comng

7

period.
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23 The CONTRACTOR must decide within
“ one year from the first date of commercial
production about the associated gas,
remaining after the internal use for the field
operations, either to develop this gas or to
offer it to COMPANY.

8.3 Gas Markets
8.3.1 Domestic Gas Market :

If CONTRACTOR gives Notice of a
commercial Discovery of Gas pursuant
to Aricle 3.2.4, CONTRACTOR shall at
the same time request GOVERNMENT to
notify CONTRACTOR, within one hundred
and twenty (120) days after the Date of
Commercial Discovery of Gas thereafter
whether it wishes to require that all or any
portion of Gas Reserves should be utilized
within the S.A.R. If GOVERNMENT elects
to require Gas to be utilized within the
S. A. R within the one hundred and twenty
(120) day period, GOVERNMENT,
COMPANY and CONTRACTOR shall
negotiate a Gas Sales Contract for the
purpose designated by the
GOVERNMENT and on the terms
described in Article 8.3.2 below and
COMPANY and CONTRACTOR shall
allow their respective percentage shares of
Gas produced and saved to meet the
requirements of S.A.R. The possible uses
for Gas in the S.A.R. shall include all
economic alternatives as well as
downstream projects which may be carried
out by the COMPANY, CONTRACTOR,
and a third party such as electrical power
generation facilities, installations for
! liquefaction, feed stocks supply facilities,
§ facilities for the manufacture of methanol,
f urea, ammonia, fertilizer and any other
! sales to installations whose operation
relies on a supply of Gas.

8.3.1.1 Gas Sales Contracts

Any Gas Sales Contract for the sale of Gas
within the S.A.R. shall be subject to the
approval of the GOVERNMENT, and shall
contain provisions generally used in the
international Petroleum industry, includi
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g;!'-.g“minimum agreed daily volume in
accordance with technical constraints (take
or pay provisions) as well as Gas make-up

rovisions. The price that shall be paid to
CONTRACTOR for its share of such Gas
to be used in the S.A.R. under the Gas
gales Contract, shall be paid each
Calendar Month in United States Dollars or
in alternative  Petroleum (valued in
accordance with Article 8.5.4) for Gas
delivered at the Metering Point in any
Calendar Quarter.

g8.3.1.2 Gas Price

The Gas will be priced as follows :
PG = F x (0.5 x HSF0O/39.69 + 0.3 X
LSFO/41.23 + 0.2 X SLCO/43.52)

PG: Is the price of million British thermal units
(“MMNTU”) in United States Dollars
(USD/MMBTU).

“British thermal unit”, means that the quantity of
heat required to raise the temperature o
one (01) pound to water one degree
Fahrenheit (1°) at the temperature of sixty
degrees Fahrenheit of fourteen and seven
tenths (14.7) pounds per square inch.

[HSFO: Average price in a specific Month for
one (01) metric tonne of Fuel with high
sulphur content (3.5%) in Unites States
Dollars according to Platts prices F.O.B for
an ltalian port.

(Oil Gram Price Report, European Bulk
Cargos F.0.B Mediterranean Basis ltaly).

ILSFO: Average price in a specific Month for one

(1) metric tonne of Fuel with low sulphur
content (one percent (1%)) in United
States Dollars according to Platts prices
ltalian F.O.B.

(Oil Gram Price Report, European Bulk

:¥7 Lattakia Contract

Cargos F.0.B Mediterranean Basis Italy) £, 3
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a cO: Average sales price in a definite month
“~" for one (01) metric tonne of Syrian Light
petroleum in  United States Dollars
according to the price of the Syrian
petroleum Marketing Department.

9.69: The gross heating value in millions o
British thermal units for one (01) metric
tonne of HSFO.

241.23: The gross heating value in millions of
British thermal units for one (01) metric
tonne of LSFO.

A " 511 gt A0
Y

3.52: The gross heating value in millions of
: British thermal units for one (01) metric
tonne of SLCO.

- - The reduction factor, and its value shall be
specified according to DTD Brent price as
per Platts FOB ltaly (Oil gram price report)
as follow :

SD/BBL Factor
Barrel price < 16 USD F0.74
Barrel price = 16-22 USD F=0.7
Barrel price > 22 USD F=0.68

he Gas price shall be limited to :

i MAX. 2.5 USD/MMBTU

MIN. 1.25 USD/MMBTU

B-3-1-3 L.P.G. pricing: L.P.G. price shall be
calculated according to the rates: twenty-
five (25%) weight of propane and seventy-
five (75%) weight of butane in United
States Dollars, according to the average
preferred price to the metric tonne of
propane and butane separately, for tha
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—73_“"1_4 Condensate pricing: Equal to the

Syrian light Petroleum price. SLCO shall
pe priced according to the Syrian
petroleum Marketing Department prices in
United States Dollars per Barrel.

g-3-1-5 Oil pricing: Shall be according to the
petroleum Marketing Department prices for
that month.

g-3-1-6 Where payment for Gas is to be made
in the form of Petroleum the volume in
Barrels of such Petroleum shall be
calculated by dividing the amount of
payment due to CONTRACTOR in United
States Dollars by the average international
price in United States Dollars per Barrel
received for Qualified Sales of the
Petroleum, to be given in payment during
the Month preceding the Month when
payment is due. Where there are no
Qualified Sales for the Petroleum to be
giving in payment under this Article 8.3.1.6
the Petroleum valuation shall be calculated
in accordance with the provisions of
Articles 7.5.2 and 7.5.3.

8.3.2 Gas Export

8.32.1 A decision by GOVERNMENT not to
require Gas to be utilized within S.A.R. as
stated under Article 8.3.1 or a failure by
GOVERNMENT to give such notice shall
constitute its decision not to require such
Gas Reserves to be utilized within the
S.AR, and CONTRACTOR and
COMPANY together shall agree on the
disposition of the Gas by export sales.

if either COMPANY or CONTRACTOR
objects, in good faith, to any Gas
export plan, Parties shall take into
consideration and accommodate the
views of the objecting Party and attempt to
put forward an acceptable alternate plan _
for the commercial exploitation of the
subject Gas Reserves.
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322 Notwithstanding the provisions of Article
-0 5.32.1, GOVERNMENT may exercise its
" fight under Article 8:3.1 during the period
“in which CONTRACTOR and COMPANY
have not reached agreement with a buyer
for the export sale of Gas, and COMPANY
and CONTRACTOR shall have the right to
enter info a Gas Sales Contract with a
puyer in S.AR. subject to ‘the prior
approval of the GOVERNMENT.

h4 Cost Recovery and Production Sharing

B.4.1 Costs and expenses incurred in the
Production, collection, treatment and
transportation  of associated and non-
associated Gas shall be recovered in
accordance with Artice 7 and the
production sharing and Royalty principles
also contained in Article 7 and Article 8.4.2
shall apply to the Gas produced and saved
and not used in operations, flared or
reinjected.

All costs associated with the installation of
gas pipelines which are required to
transport the gas sold up to the consumer
intake point or up to the tie-in point with
existing gas transportation network, as the
case may be, shall be paid by
CONTRACTOR and recovered as
Development Expenditures.

B42 Gas that is produced from the Area and
: measured at the Metering Point for the
purposes of sales, shall be converted to
BOE in accordance with the provisions of
this Article 8.4.2., and shall be shared in
the following proportions:

- Gas Company’s Contractor’s

§ cumulative share ' share

E production in (including

& Milion BOE taxes)
0-25 68% 32%
25-50 68% 32%
50-100 69% 31%
>100 72% 28%

... Lattakia Contract -47-

BECY (1-2-3-8 saldl (:L&‘\ e e.&:‘)i\-l 2-2-3-8
1-3-8 5ol aasm 2 Lein ele o AagSall
Jolial) 5 A5 il Lt Jm gt Y (AN Bl D Sl

Al Gagp ot Al e g A0 )

Jaly ide ge W G pld Jelials
e e gy 5 A o) Aol 45562
e gSal) e ABue A58 pal aEx])

L) aludll p Al 3 5 4-8

2l oo Ll oyl g @ 1-4-8

Gl e Sl s 8 el DLl s dallaey penss

ALl Adlaiall galedd) Liad Gl 5 7 salall W

7 sl G lgle pasaid dofall Gay gy

ey 4 Bdindly mual Gl e 2-4-8 sl

b Adin aley o om pl s S Clleadl ( padtal
)

Call daa el dlaidl CRllSll apen Joliall i
o el aglus 3l gl Sl Ja
2ty Jiall Guea SY J Alla 2800 Jua sl adeis
I e il s jloely alE e BIED

Al e

s iy Gkl e g ) Joay 2-4-8

L all A8 Judd U ) gl Y el Ak

2-4-8 sl a1 s L SaY "LEy (a0 )
A o) By 4ol

das CAs il des S 5 zlany)
dobmiall (il puall diamia)  Jen mle SN
Lall o dlSe
68% 25-0
68% 50-25
69% 100-50
72%

> 100

A8 e



=

Gas (exclusive of LPG) shall be
converted to BOE using the following
formula:

X = Petroleum Price per Barrel

Gas Price per MCF

S

Where:

»x" means the number of MCF of Gas
equal to one BOE.

npetroleum Price per Barrel” means the
market value of Petroleum under Qualifying
Sales or, in the event that there are no
Qualifying Sales, as determined under
Atticle 7.6.2.

»Gas Price per MCF" means the weighted
average of the prices per MCF received by
CONTRACTOR for the sale of Gas
produced from the Area pursuant to this
Contract, including both domestic sales in
the S.A.R. under any Gas Sales Contract
and export sales.

844 Both the Gas Price per MCF and the
Crude Oil Price per Barrel shall be
expressed in United States Dollars, and if
conversion to such Dollars from another
currency is required to achieve this
purpose, it shall be effected at the
average buying rate of exchange for that
currency as quoted by the bank of
England, at the close of business for each
Working Day of that bank in each
Calendar Month for which X is
established. If that bank does not so quote
the other currency then COMPANY and
CONTRACTOR shall agree in writing on
mutually acceptable alternative means of
converting that other currency. In the
event of a failure to agree on a mutually
acceptable alternative, the matter may be
referred to an Expert in accordance with
the provisions of Article 7.6.3.

In case no Petroleum production is made
under this Contract, the average price of

shall be used for the

determining "X" value.

(Z
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4.5 X shall be established initially at the Date
7 of Initial Commercial Production of Gas
A(excluding LPG) made for a commercial
sale. X shall then be established for each
calendar Month thereafter utilizing the
petroleum Price per Barrel, as determined
: under Article 8.4.3 above and the Gas
i price per MCF, as determined under the
Gas Sales Contract entered into under
Article 8.3.1.1 and export sales for that

Calendar Month.

The number of BOE shall be determined
for each Calendar Month by dividing the
volume in MCF of the Gas (excluding LPG)
that is produced from the Area and
measured at the Metering Point for such
Calendar Month, by X for that Calendar
Month.

! The BOE of Gas and any BOE of LPG
! (pursuant to Article 8.5.3) produced from
the Area shall be added to the number of
Barrels of Petroleum produced from the
Area, (in the case of the Petroleum and
Gas (excluding LPG) as measured at the
Metering Point and in the case of LPG as
measured at the outlet of the plant), for
such Calendar Month, and the resulting
total number of Barrels shall be used to
calculate the average Daily Production in
BOE for such Calendar Month for the
purposes of this Contract.

85 LPG

8.5.1 COMPANY and CONTRACTOR shall
consult together to determine whether to
build an LPG plant for recovering LPG from
a Commercial Discovery of Gas. The
consideration to build an LPG plant shall
be by COMPANY and CONTRACTOR, not
only in respect of an independent LPG
project, but also in regard to meeting the
Pipeline Specifications Gas. Delivery of
LPG for Royalty and other purposes
required by this Contract shall be at outlet
of the LPG plant.
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2 The cost of any such LPG plant shall be
" recoverable by CONTRACTOR in
accordance with the provisions of this
Contract unless the Parties agree to
mutually acceptable modifications so as to
result, in the opinion of CONTRACTOR
and COMPANY, in an LPG plant being
economically and commercially viable,
considering  the investment required,
markets for the LPG and prices to be
obtained therefore. If COMPANY and
CONTRACTOR agree to accept new third
party Gas and LPG producers to join in an
ongoing export project, such producers
shall be obliged to contribute a fair and
equitable share of investment made, as
agreed by all parties concerned.
Production sharing of LPG between
COMPANY and CONTRACTOR shall be
in accordance with article 8.4.2.

Royalty, Cost Recovery and
Production Sharing shares of LPG
disposed of by CONTRACTOR and/or
COMPANY shall be valued at the weighted
average prices actually received therefore.

The price for LPG sold to the
GOVERNMENT for local S.AR
requirements shall be in United States
Dollars per metric ton as calculated from
the weighted average prices for such
Calendar Month as reported in ‘Platt's
LPGaswire’ for propane and butane, in the
ratio of the actual delivery for LPG in the
S.A.R. under this Contract, F.0.B. Ex.
Ref/Stor. West Mediterranean, less a
deduction of the actual cost per metric
ton for transportation of the LPG from
the Metering Point to the point of sale
in the S.A.R., and of the actual cost per
metric ton for the usual insurance
against casualty loss during such
transportation of the LPG from the
Metering Point to the point of sale in the
S.A.R., or in another manner to be
agreed upon by the CONTRACTOR
and GOVERNMENT and implemented
if and when ‘Platt’'s LPGaswire’ ceases
to be published or otherwise available.
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" in the event CONTRACTOR is selling its : AL P ;
LPG to the GOVERNMENT and the o 4 gl il S i g s
GOVERNMENT is exporting LPG from & sl Sl sl dagsadl oLis dagtad
Syria, the price to be paid to e Jotiall Y oghl i giall pmaadl (550 cAy ) g (3a
CONTRACTOR therefore shall be the , . . .
weighted average price of all such export ¢ ol Clege gpand JB pradl bass e s el
sales for such Calendar Month, but il clilsl ¢l e iy el el ol
excluding barter agreements government- s ot . .
to-government sales and spot sales not Tt 2o s oAl G dasts e s
reasonably consistent with prevailing = Wl sl sl el ae Agiee 5 anad
market prices for the LPG. el

353 LPG Sh?"thbe fggver'tedt to B?hE adt the  Ladl e e Jad s Y poedl il SBY J5au3.5.8
outlet of the plant on the direct o o
volumetric basis in the ratio of twelve e el = ”‘
and three-tenths (12.3) Barrels per s sode B Lushy H3he peas
metri;: ttcl)qn (f106 .gr;rgpantle and tetn‘ a;nd e e OB S o ey (12,3) 5l
nine-tenths (10.9) Barrels per metric ton L .
for butane, subject to adjustment for the iar (10,9) 3ol Ry 35—y gy ol
actual specifications of the LPG. G Bl deala gl duailly (5 e b S A

el (il 3l Dbell Cilial el

54 Ninety (90) days prior to the beginning of 4 & 4w Cans K Wl - T
each half Calendar Year, the s ds M o Lo (90)* Gt SR 458
GOVERNMENT shall inform & e f @l 1Y L Jdid) Sel dassal) o580

3 CONTRACTOR whether it wishes to pay  saaidl <Vl <Y g aoeadl g il Sl dad

for LPG in United States Dollars or in an . : X . - .

3 alternative Petroleum on an equivalent % bl o g e A S ) A5
monetary value basis for the next Gory oAl Apa il Adld Chadl Asled) AdL
succeeding half Calendar Year. The o s 4 G .
provisions contained in Article 7.6 hereof T g I
concerning the delivery, valuation, pricing,  Josull e Gl Lad dagtally gl bel il
recovery .of proceeds and obligations of . 7. - At
CONTRACTOR and GOVERNMENT shall = 077 # o 8l wmpmstll 0 ) o
apply mutatis mutandis with respect to V) s el Jpaeil o) ja) 2ny 2 13
alternative Petroleum.

_F Shou|d the price publications referred to in 8 salall oda b Ll Sl Jlandy) i s 1Y) 6.8

3 this Article 8 fail to publish or fail to reflect L Y1 e o .

g ’_the actual market conditions and/or prices Y Lt 5 sdiall el Compal o) Dledl S5 0o

- in the opinion of either Party, Petroleum s g el /5 3amall Aidedll Coyylall (uSas
and product quotations will be taken from N 3 co o
those tables published in another B ey dosid Sl O <G ORI Ge ol sl

: publication that continues to be published, et Al iyl s gasdl Jslaall (e Yie

adjusted as the Parties agree, so as to .\ . e . ,

\ | Gy P all

: most nearly approximate to the results o i amy GAORD GG e 2 "j

4  which would have been used if such failure ~ Jwasill @il e OIS (A Gl (fae 2>

had not occurred. If such publications AT s g 1y il 1 Gaany o ) L

+ Cease publication, the Parties will agree on e

other price reference sources.

/
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&  should any price reference source referred

¥ o either in Article 7 or in this Article 8
publish a retroactive change, either
upwards or downwards, for any Petroleum
or product price that is referred to either in
Article 7 or in this Article 8 the effect of
such change in calculating prices for any
Calendar Quarter will be limited to the
Month prior to the Month of publication of
such retroactive change.

A failure to agree on a suitable alternative
publication under this Article 8.6 may be
referred by either Party to an Expert in
accordance with the provisions of Article
7.6.3.

§37The COMPANY and CONTRACTOR agree
4 o take the full stream of Petroleum if any
associated with Gas production and such
stream shall be valued in accordance with
Article 7.3 of this Contract. However,
CONTRACTOR may advise COMPANY that
in its opinion the amount of such Petroleum is
too small to justify the construction of facilities
to lift its share of such Petroleum. The
COMPANY shall make all reasonable, good
faith efforts to take the full stream of
Petroleum for COMPANY’s sole benefit, but if
it is not practicable for COMPANY to take
such Petroleum, or if the taking of such
Petroleum would unreasonably interfere with
operations for the recovery of Gas,
CONTRACTOR and COMPANY shall co-
operate to establish the best operational and
economic way to dispose of such Petroleum.

$8.8.  Ninety (90) days prior to the beginning of
' each half Calendar Year, the
GOVERNMENT shall inform
CONTRACTOR whether it wishes to pay
for Gas in United States Dollars or in an
alternative Petroleum on an equivalent
monetary value basis for the next
succeeding half Calendar Year.

The provisions contained in Article 7.6
concerning the delivery, valuation, pricing,
recovery of proceeds and obligations of

apply mutatis mutandis with respect
alternative Petroleum.

s
L

CONTRACTOR and GOVERNMENT shaly;
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5.9. COMPANY and GOVERNMENT
" jrrevocably  guarantee  payment for
Petroleum in United States Dollars or
alternative Petroleum in any circumstances
under this Contract in which such
payments are to be made by COMPANY
and/or GOVERNMENT to CONTRACTOR
hereunder, and GOVERNMENT shall
make sufficient United States Dollars or
alternative Petroleum available to
COMPANY for that purpose as well as for
any purchases by GOVERNMENT of
Petroleum under this Contract.

10 Gas Suspension

10.1 If there is a discovery of Gas which

COMPANY and CONTRACTOR agree
could be a Commercial Discovery, but
there is a lack of or inadequacy of an
available commercially viable market for
the Gas Reserves, this Contract shall
be suspended insofar as it applies to the
area of such discovery (the " Gas
Suspension Area") for a period of seven
(7) Years. after the date of such above
agreement or untili such time as
COMPANY and CONTRACTOR secure a
buyer of the Gas or any portion thereof,
whichever first occurs ( " Gas Suspension
Period " ). If no Gas Sales Contract is
executed within the seven (7) Year period
as aforesaid, the CONTRACTOR shall
relinquish the Gas Suspension Area.

During the Gas Suspension Period, for
each discovery, the Parties shall use their
reasonable, good faith efforts to investigate
and consider the markets which could be
developed commercially for such Gas
Reserves, either for export from, or for
domestic use in, the S.A.R., and also
consider whether mutually agreeable
modifications to this Agreement or actions
could be taken to result in it being a
Commercial Discovery, including, but not
limited to, modification of the Gas price
described in Article 8.3.1.2 and thg
production sharing and cost recovgiy
Percentages referred to in Article 7 g
Article 8.4.2 hereof.

_
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If the CONTRACTOR and COMPANY  ; .q 1. ciylaal d5,dly Jeliall cps 13,
identify commercially viable marketing = . ) L ]
ossibiliies for such Gas Reserves during > ¢ &9 fae 55 Lolas Sl s (bl
any Gas Suspension Period, or there are iyl o3¢l (5ol @B caa s 13 S Glall Galas
other mutually agreed modifications to this e e L
Agreement or actions to be taken so as to el 3G el a) sl LY Ll il
result, in the opinion of both A& I, e s ol lels e AR 5 e
CONTRACTOR and COMPANY, in the o (b dad Glis Gl - .
discovery being a Commercial Discovery, =~ 7" ‘ L‘“SY‘\ Jel G dstaads
CONTRACTOR will give COMPANY  'Jla] 4s,all ) 4as of Mue Jglad e
Notice of (;omm'ercial Discovery in . Ay 4273 sl She  oladl Gyl
accordance with Article 3.2.4 and 3.2.5. -
. 5-2-3

The Gas Suspension Area shall be 13 diem 2ahic Lid 4 lll Sl das Zilaia aas
determined in the same manner as a

Development Area, and shall not be Balall o gy (el Y J5 ¢ gt ytind V5 LYl
subject to mandatory relinquishment L) 138 e S
pursuant to Article 5 hereof.

'5; s 10.2 During any Gas Suspension Period, if Lo AS,al ca gl 1) LY il s gl D 2-10-8
4 COMPANY proposes to CONTRACTOR &~ 0 =27 &7 e =~
as permitted by Aficle 3.2.4, that w5 i le) 47273 sl et Lo iy Jsliad
COMPANY will Develop the discovery — is,al (s o jlall 35 5 ¢ g ge LIV
which is the subject of the Gas Suspension . . e 4y L

Period at COMPANY's sole cost risk and % ‘oiod challl Lt Ll s5ens o a2y
expense, and provided that the question of = aSsill paal 88 Ljlad BLEK) Lalk ¢ o e 5%
it being a Commercial Discovery has not . . ..y v .« vy L.
been referred to arbitration under Article 23 i Qs8] > 23
nor is it under current discussion by (= <O Yaie (Jellally ASpAN i e ais S
COMPANY and CONTRACTOR, o d Wl s dihie e 1an of W etial
CONTRACTOR shall either relinquish the T dﬂu ‘ u:, PO
Gas Suspension Area or agree to  stle s o ) g Uy lehen sl e
commence its Development pursuant fo - b e e (ageaie
this Contract, as hereafter provided. )

polall s gan

Any such Development proposal by o dsiall ) A il aassi dpens )l L__Si PR
COMPANY to CONTRACTOR shall s . e .

contain full and complete technical and Leaaal Al alalSl g Al 4 placll 5 4dll Jol sall g
economic  factors considered by  damlly s Glasyl of csi ges loe YL 48,3
COMPANY in determining that the e . . . iy
discovery appears worthy of being ¢ Ay Slasleall ot Jolhal el 53y Al
commercially Developed. Upon receipt of Lol ¢ slaayyl 13 4alid (e (90) Lasy paxdd O 3ua
such information, CONTRACTOR may,

within ninety (90) days of receipt of such

notice, either

89.10.2.1 give notice that it does not wish t0 i ladl i aie) s ik} 42 o 1-2-10-8

participate in the Development, and e
relinquish the Gas Suspension Area, or o G 08 oty sl
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22 Accept the Development proposal or
recommend additions and/or modifications
to the Development proposed by
COMPANY and, if agreed with COMPANY,
in either case proceed with the
Development pursuant to this Contract.

if CONTRACTOR agrees to proceed with
the Development in any of the previously
mentioned circumstances, the date of this
agreement shall be deemed the Date of
Commercial Discovery for the subject
Gas discovery. If CONTRACTOR does not
elect to participate in the development and
relinquishes the Gas Suspension Area,
COMPANY may then Develop the Gas at
its sole cost, risk and expense.
CONTRACTOR shall not be obligated to
relinquish a Gas Suspension Area as
aforesaid if a Commercial Discovery of
Petroleum has been made therein and
CONTRACTOR has made Development
Expenditure in respect thereof. In such
case, the Development of each may
proceed independently, subject to Article
8.4 hereof.

Relinquishment

If no Development of Gas commences
within seven (7) Years from the Date of
Commercial Gas Discovery the

CONTRACTOR shall relinquish the
respective Development Area.

7
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§ (FFICE AND SERVICE OF NOTICE

8 91

TR P R b )

9.2

§ 03

ARTICLE 9

Any notice or other communication to be
given or made to any Party hereunder
shall be in writing and in English and
Arabic and delivered personally by hand,
or sent by registered mail, to the office of
such Party located in Damascus as may
be notified by such Party to the other
Parties from time to time for such
purposes.

Notwithstanding the provisions of
Article 9.1, notices given or made
under Articles 3.2.4, 7.6.3, 8.3.2, 19.2,
20.2, 20.3, 21.2, 22.4, and 23.1.3, and
under the Letter of Guarantee shall not
be served other than personally by
hand, including registered mail, and
any other purported means of service
shall not be effective.

The effective date of any communication
under this Article 9 shall be the date
upon which it is received at the address
of the Party to whom it is addressed as
evidenced in the case of hand delivery,
including registered mail, by a signed
receipt or in the case of facsimile.

Lattakia Contract

-56-

da 13l salal)

L"il ;;!A‘;“ J s "\( A“ J

Gl 13y Ailid) (5_aY) clilally <l jhaY) g 1.9

s 3 L e Gl ) e o
Ay RGY1 el Al 5 0S5 o
e o sl 3, Je s S Lasis il Ay
Al Colll (S 53 Bkad b S oyl el
Jiad LaTy e om s AY) GBI (Y Lk o

Lol oda

G 1-9 sl pl Sl DY) s s
gl Gape dusi o axs A iy
3-20 2-20 2-19 2-3-8 3-6-7 4-2-3
QIS g SIS (3-1-235 4-22 2-21
lasd Caadu 13 Y) Dilie 63 Y g AIGSY
=W JOCHS N PRYS OV VPR T L SR VRS N TP

U330 aalall laslie gal AL

2.9

038 Con gar (5 ya Slaslead jils () 3 Gl ey 3.9

Jsie b DY) 4 5 X bl e 9 salal
Al Als oo g LS 4 Jusall ikl
gise Juad onser Jawsall 2l Al o el

LSl a5 JlaY) Alla G

AE s



ARTICLE 10

SAVING OF PETROLEUM AND
PREVENTION OF LOSS

40.1 Operator shall take all proper measures,
according to generally accepted methods
in use in the international oil industry to
prevent loss or waste of Petroleum
above or under the ground in any form

4 during drilling, producing, gathering and

distributing or storage operations. The

GOVERNMENT has the right to prevent

any operation on any well that it might

reasonably expect would result in loss or
damage to the well or the Petroleum
field.

10.2 Upon completion of the drilling of a well
: in which Petroleum is encountered
Operator shall inform the
GOVERNMENT or the COMPANY and
CONTRACTOR, when it is not Operator,
i or their representatives, of the time if and
when the well will be tested and of the
production rate when ascertained.

P,

10.3 Except in instances where multiple

producing formations in the same well
can only be produced economically
through a single tubing string, Petroleum
shall not be produced from multiple
Petroleum bearing zones through one
string of tubing at the same time, except
with the prior approval of the COMPANY
or its representative, which approval
shall not be unreasonably withheld.

. 10.4 Operating Company shall record data
' regarding the quantity of Petroleum and
water produced from each Development
Area. Such data shall be sent to the
GOVERNMENT or its representative on
the special forms provided for that
purpose within (30) Days after it is
obtained. Daily or weekly statistics
regarding the production from the
Development Area or Areas shall be
available at all reasonable times for
examination by authorized
representatives of the GOVERNMENT.

"z
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Daily drilling records and the graphic logs
of wells must show the quantity and type

905 Sl e ey Asadd bl o585 o o 5-10

of cement, and the amount of any other

S e Ay LY e dglad cilesa

materials used in the well for the axione (53l 3 ge 4 20aS oy cde gy cciianl)
purposes of protecting Petroleum YR K AL il o
bearing, or fresh water strata. Any S edsdl b clidall Abead L 52

substantial change of mechanical
conditions of the completed condition of
a well should be subject to COMPANY
authorization, which shall  not be
unreasonably withheld.

- 40.6 In the performance of the operations

hereunder Operator shall be subject to
the laws, decrees and regulations on
health and safety of the personnel
involved in operations or exposed to it
and on environmental protection
prevalent in the S.A.R. Operator shall
give due regard to the protection of the
environment which may be affected by

gladil & gorss wd Gy o el
oy o a b AN Jdal pall 4SS
Jsine e ol Lgaad o Al 5,80 4585l

Jiidl oSy diadl 13 s pa cillenl) olof L2 6-10

daleidl Aalally pr il pally el sl Lals
a b oldall DY daey RS
(BT b Al Alealy L) G paal o cililasll
) dleal calgll Alaa¥) Jedall e
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waste materials from its operations which
are known to have a negative impact on
the environment.
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11.2 Each

ARTICLE 11 .
CUSTOMS EXEMPTIONS

_311_1 CONTRACTOR, Operating Company

and their contractors and their non-
Syrian  subcontractors engaged in
carrying out operations under this
Contract shall be exempted from
Customs Duties and import license fees
with respect to the importation of such
machinery and equipment of whatsoever
nature as may be required to be used by
CONTRACTOR or its subcontractors
and the Operating Company, including
put not limited to, radio equipment,
computers and  accessories  and
software, air conditioners for offices and
houses and field facilities and electrical
equipments, vehicles of all kinds and
number including but not limited to buses
and cars using petroleum or diesel,
necessary aircraft and helicopters,
materials, supplies of food and drink
items for expatriates and their families
use, consumable items, movable
property, and spare parts for any of the
above, when certified by a responsible
representative of COMPANY to be used
solely in carrying out or supporting
operations under this Contract. With
respect to such items CONTRACTOR,
Operating Company and their
contractors and non-Syrian
subcontractors shall have the right of
"Direct Withdrawal" from customs.
CONTRACTOR, Operating Company,
and their contractors and their non-
Syrian subcontractors shall be exempt
from the provisions of the Foreign Trade
Regulations, concerning prohibition,
limitation, and restriction of import, and
country of origin.

expatriate employee of
CONTRACTOR and Operating Company
and the said contractors and
subcontractors shall be permitted to
import and shall be exempted from all
Customs Duties with respect to the
reasonable importation of household
goods, items and personal effects

s Lattakia Contract -59-
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%;’_ Lattakia Contract

including one automobile which can be
imported  directly by the expatriate
employee himself or imported by
CONTRACTOR for his benefit; provided,
however, that such properties are
imported for the personal use of the
employee and his family and provided
that no such property imported by the
employee shall be resold by him in the
s.A.R. except subject to GOVERNMENT
regulations and if resold to another entity
which is also  enjoying similar
exemptions.

11.3 The exemption provided in Article 11.1

shall not apply to any imported items,
when COMPANY and CONTRACTOR
agree that items of substantially the
same kind and quality are manufactured
locally and are availabie for purchase
and timely delivery in the S.A.R. under
substantially the same terms and
conditions and at a price not higher than
fiteen percent (15%) more than the cost
of the imported items before Customs
Duties, but after transportation and
insurance costs have been added.

11.4 Any of the items imported into the S.AR.

either exempts or non-exempt from
Customs Duties, taxes or imposts under
this Article may be exported by the
importing party at any time without the
payment of any export duty, taxes, fees
or impost.

11.5 New or used, but serviceable, material,

equipment and goods imported for, in
support of or resulting from operations
hereunder may be sold within the
S.A.R. provided that the purchasers
pay the applicable Customs Duties,
taxes or imposts, if any.
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.16 Material, equipment and  goods
i jmported under the Contract and sold
L7 within the S.A.R. shall be exempted from
i customs Duties, taxes or imposts if :

(16.1 Sold to COMPANY or companies
affiliated with the Ministry of Petroleum
and Mineral Resources,

11.6.2 CONTRACTOR assigns such material,
equipment and goods to COMPANY,

11.6.3 Sold to any entity which is enjoying
similar exemption.

11.7 Material, equipment and goods so
damaged or used as to be unserviceable
and which are classified by Operating
Company and/or CONTRACTOR as
scrap or as junk (any assessment of this
kind if made by CONTRACTOR shall be
subject to the agreement of COMPANY
and shall be subject to the agreement of
COMPANY and CONTRACTOR if made
by Operating Company without the need
to the approval of any other direction )
may be sold as scrap or junked without
payment of Customs Duties, taxes or
imposts by CONTRACTOR, Operating
Company, their contractors or
subcontractors.

11.8 In the event of a sale under Article 11.5
to 11.7 inclusive above, the proceeds
from such sales shall be divided in the
following manner:

CONTRACTOR shall be entitled to
receive the proceeds, which proceeds
when received shall reduce the
unrecovered cost, if any, which
CONTRACTOR is entitled to recover
pursuant to Article 7.2 and 8.4.1hereof. |f
no costs remain to be recovered by
CONTRACTOR, then the entire
proceeds of such sale, if any, shall be
paid to COMPANY.

7E
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shall include all duties, taxes, tax fees or
any other financial imposts  of
whatsoever nature, which may be due as
a result of the importation of the above
mentioned item or items, except charges
to be paid to GOVERNMENT for actual
services rendered.

11.10 CONTRACTOR and COMPANY shall

not require any license or other consent
whatsoever and shall be exempted from
any duty, tax, fee or any other financial
impost in respect of the export of
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ARTICLE 12

BOOKS OF ACCOUNT:

ACCOUNTING AND PAYMENT

121

COMPANY, CONTRACTOR and
Operating Company shall each maintain
at their business offices in the S.A.R.
books of account, in accordance with the
Accounting Procedure in Annex E and
accepted accounting practices generally
used in the international petroleum
industry, and such other books and
records as may be necessary to show
the work performed under this Contract,
including the amount, and value of all
Petroleum  produced and  saved
hereunder. CONTRACTOR and
Operating Company shall keep their
books of account and accounting records

in United States Dollars. Operating
Company shall  furnish  to the
GOVERNMENT or its representative

Monthly returns showing the amount of
estimated Average Daily Production of
Petroleum  produced and  saved
hereunder. Such returns shall be
prepared in the forms required by the
GOVERNMENT or its representative and
shall be signed by the Chairman and
General Manager or by a Deputy
General Manager or their duly authorized
representatives and delivered to the
GOVERNMENT or its representative
within thirty (30) days after the end of the
Month covered in the returns.

12.2 The aforesaid books of account and

;;‘7

2% Lattakia Contract

other books and records referred to
above shall be kept in the English
language and shall be available at all
reasonable times and upon notice for
inspection by duly authorized
representatives of the GOVERNMENT

-
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. ,CONTRACTOR  shall  submit  to

Shaally # LY ey "Lk igyal el L8 3-12

E ,l.j;
| -

" COMPANY a profit and loss statement

for each Calendar Year not later than
March 15 of the following Calendar Year
to show its net profit or loss from the
petroleum operations under this Contract
for such Calendar Year

CONTRACTOR shall at the same time
submit a Calendar Year end balance
sheet for the same Calendar Year to the
COMPANY.

//é/
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ARTICLE 13
RECORDS, REPORTS AND
INSPECTION

13.1 Operator shall prepare and, at all times

while this Contract is in force, maintain
accurate and current records of its
operations in the Area hereunder.
Operator shall furnish the
GOVERNMENT or its representative,
subject to applicable regulations of local
application or such as the
GOVERNMENT or its representative
may reasonably require information and
data concerning its operations in the
S.A.R. under this Contract.

13.2 Operator shall save and keep for a

reasonable  period of time a
representative portion of each sample of
cores and cuttings taken from drilling
wells, to be disposed of with the
GOVERNMENT's knowledge or
forwarded to the GOVERNMENT or its
representative in the manner directed by
the GOVERNMENT. All samples
acquired by Operator for its own purpose
shall be considered available for
inspection at any reasonable time by the
GOVERNMENT or its representative.
Any such samples which Operator has
kept for a period of twelve (12) Months
without receipt of instructions to forward
them to the GOVERNMENT or its
representative or elsewhere may be
disposed of by Operator at its discretion.
Operator shall submit to GOVERNMENT
or its representative accurate copies of

test results of samples whenever
available.
13.3 Unless otherwise agreed to by

COMPANY, in case of exporting any rock
samples  outside  S.A.R. samples
equivalent in size and quality, shall before
such exportation be delivered to
COMPANY as representative of
GOVERNMENT.
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13.5

& Lattakia Contract

Originals of technical data records can
only be exported with the permission of
the COMPANY, provided, however, that
magnetic tapes and any other data which
must be processed or analyzed outside
the S.A.R. may be exported if a monitor
or a comparable record is maintained in
the S.A.R. and provided that such
exports shall be repatriated to the S.A.R.
on the understanding that they belong to
COMPANY.

Operator shall permit COMPANY at
COMPANY's  sole risk  through
COMPANY's duly authorized

representatives or employees to have full
and complete access to the whole Area
at all reasonable time with the right to
observe the operations being conducted
and to inspect all assets, records and
data kept by Operator. COMPANY'’s
representative in exercising this right
under this Article 13.5 shall take care
that the operations are not hindered or
delayed. Operator shall formally advise
COMPANY representatives about safety
rules and regulations applicable in the
field, and also shall advise them of any
dangerous or hazardous conditions that
are not apparent, and which are known
to Operator. The COMPANY
representatives shall acknowledge in
writing that they have been advised as
aforesaid, as a condition to admittance to
the field operations. Operator shall offer
such representatives all privileges and
facilities accorded to its own employees
in the field and shall provide them, free of
charge, the use of reasonable office
space and of adequately furnished
housing while they are in the field for the
purpose of facilitating the objectives of
this Article 13.

1
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13.7

&4 Lattakia Contract

Operator shall supply COMPANY with
copies of all technical data (including, but
not limited to, geological and geophysical
reports, logs and well surveys, sample
tests, and all information and
interpretation related thereto) obtained
from the Area. When Operating
Company is Operator, CONTRACTOR
shall have the same rights as
COMPANY under this Article.

All such data and information shall be
deemed to be strictly confidential and
shall not be divulged by COMPANY
without the consent of CONTRACTOR,
except to  Affiliated Companies
administered by the Ministry of
Petroleum and Mineral Resources, nor
by the Ministry of Petroleum and Mineral
Resources, without the consent of
CONTRACTOR, nor by CONTRACTOR
except to Affiiated Companies or an

intended assignee(s), professional
consultants, banks or financial
institutions from whom the

CONTRACTOR is seeking or obtaining

finance (provided always that such
Affiliated Companies, intended
assignee(s), consultants, banks and

financial institutions are bound by a strict
undertaking of confidentiality), or to the
extent required by any stock exchange
on which the shares of any company
comprising CONTRACTOR or an
Affiliated Company of any company
comprising CONTRACTOR, are, or are
intended to be quoted, without the
consent of GOVERNMENT, while this
Contract remains in force.
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Notwithstanding the foregoing, for the
purposes of obtaining new offers for
exploration rights from third parties in
respect of areas adjoining, but wholly
outside the Area, GOVERNMENT may
show any other party geophysical and
geological data (but well logs and other
well data only by mutual agreement) with
respect to the Area adjacent to the area
of such new offer. Should this Contract
be terminated in the Initial Exploration
period or any extension thereof,
CONTRACTOR shall be bound not to
divulge, except to Affiliated Companies,
the data and information obtained by him
and not to disclose them in any manner
whatsoever during at least five (5) Years
from the termination of the Contract.
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ARTICLE 14

_ RESPONSIBILITY FOR DAMAGES

14.1

14.2

14.3

14.4

AND INSURANCE

CONTRACTOR shall be entirely and
solely responsible in law towards third
parties for any damage caused solely by
Exploration operations performed by
CONTRACTOR and shall indemnify the
GOVERNMENT against all damages for
which it may be held liable on account of
any such operations.

CONTRACTOR shall exercise
reasonable skill, care and diligence in the
discharge of its obligations under this
Contract, but its liability to COMPANY or
Operating Company for any damage or
loss of whatsoever nature sustained by
COMPANY or Operating Company
arising out of the performance or non-
performance by CONTRACTOR shall be
limited to cases of dead by mistake on
the part of CONTRACTOR and shall

extend solely to the proper re-
performance of the obligation in
question.

For the avoidance of doubt,

CONTRACTOR shall in no event be
liable for indirect or consequential
damages, including loss of production or
loss of profits.

Operator shall establish an insurance
plan for its operations hereunder and
obtain the insurance contracts in
accordance therewith. Such insurances
shall cover the types of exposure that are
normally covered in the international oil
industry, including but not limited to
damages to equipment, installations,
third party liabilities, costs of blow outs
and removal of debris and the like.
Operator shall endeavour to ensure that
its subcontractors adequately insure their
risks under the relevant subcontracts.

a
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15.

ARTICLE 15

PRIVILEGES OF OFFICIAL
REPRESENTATIVES

1 Duly authorized representatives of the
GOVERNMENT shall have access to the
Area covered by this Contract and to the
operations  conducted  therein. Such
representatives may examine the books,
registers and records of COMPANY,
CONTRACTOR and Operating Company
and make a reasonable number of
surveys, drawings and tests for the
purpose of enforcing this Contract. They
shall for such purposes, be entitled to
make reasonable use of the machinery
and instruments of CONTRACTOR and
Operating Company on the condition that
no danger or impediment to the operations
hereunder shall arise directly or indirectly
from such use. The GOVERNMENT
indemnifies and shall reimburse
CONTRACTOR or Operating Company for
any loss or damage which may in fact
result from any such use of said machinery
and instruments. Such representatives
shall be given reasonable assistance by
the agents and employees of
CONTRACTOR or Operating Company so
that none of their activities shall endanger
or hinder the safety or efficiency of the
operations. Operator shall formally advise
representatives of the GOVERNMENT
about safety rules and regulations
applicable in the field, and also shall

advise them of any dangerous oOr
hazardous conditons that are not
apparent, and which are known to

CONTRACTOR or Operating Company,

as the case may be.
%
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The GOVERNMENT representatives
shall acknowledge in writing that they
have been advised as aforesaid, as a
condition to admittance to the field
operations. Operator shall offer such
representatives  all  privileges and
facilities accorded to its own employees
in the field and shall provide them, free of
charge, the use of reasonable office
space and of adequately furnished
housing while they are in the field for the
purpose of facilitating the objectives of
this Article. Any and all information
obtained by the GOVERNMENT or its
representatives hereunder shall be kept
confidential with respect to the Area and
shall not be disclosed during the term of
this Contract without the prior written
consent of COMPANY and

CONTRACTOR.
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ARTICLE 16

EMPLOYMENT RIGHTS AND

tTRAINING OF SYRIAN PERSONNEL

6.1 It is the desire of the Parties that

operations hereunder be conducted in a
pbusinesslike and efficient manner,
therefore, GOVERNMENT agrees that:

16.1.1 Expatriate administrative professional

and technical personnel employed by
CONTRACTOR and employed by or
assigned to Operating Company in
accordance with Article 16.2 below and
the expatriate personnel of its
contractors and subcontractors for the
conduct of the operations hereunder, on
application shall be granted residency in
accordance with rules and amendments
of Law No. 29 of 1970 and shall be
granted the work permit for aliens the
Ministry of Interior's Decision No. 159 of
1970 in accordance with the rules and
amendments of the Ministry COMPANY
shall use its best endeavours to cause
such work permits and/or residency to be
granted within three (3) Months from the
date of application and shall continue
throughout the period of each
expatriate's employment or assignment
in the S.A.R.

16.1.2 A minimum of twenty-five percent (25%)

| -

of the combined gross salaries and
wages of the expatriate administrative,
professional and technical personnel
employed by CONTRACTOR or
Operating Company shall be paid in
Syrian currency. On final repatriation
such personnel shall have the right to
remit abroad in US. Dollars or other
freely convertible currencies the unused
portion of such Syrian currency payment
in excess of twenty-five percent (25%) of
such personnel's salary.
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16.3

16.4

E Lattakia Contract

CONTRACTOR and Operating Company
shall each, for their respective
operations, select the employees and
determine the number thereof, to be
used for all operations hereunder,
including operations during and after the
Exploration Periods for CONTRACTOR

CONTRACTOR shall, after consultation
with COMPANY, prepare and carry out
specialized training programs for all of its
S.A.R. employees engaged in operations
hereunder with respect to applicable
aspects of the petroleum industry.
CONTRACTOR and Operating Company
shall undertake to replace gradually their
expatriate personnel, particularly
administrative staff and technicians by
qualified S.A.R. citizens whenever
available.

The CONTRACTOR shall dedicate an
amount of Fifty Thousand U.S. Dollars
(50,000 USD) as "Training Budget" for
the purpose of internal and external
training of COMPANY's employees and
to support the specialized training
centers in the field of gas and oil during
the contract period , commencing from
the first Calendar Year after the Effective
Date. To expend the Training Budget,
CONTRACTOR shall cooperate with
COMPANY in giving qualified
COMPANY employees an opportunity to
attend and participate in training
programs in Exploration, Development,
and technical, financial and legal fields
related to petroleum offered by
CONTRACTOR or Affiliated Companies
of CONTRACTOR or third parties, which
are acceptable to both CONTRACTOR
and COMPANY. Except as otherwise
provided herein, Training Budget costs
and expenditures shall not be cost
recoverable.

The COMPANY has the right to request
paying this sum specified for training
directly for this purpose and the
mentioned sum will not considered from
the recoverable expenditures.
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CONTRACTOR shall not be obliged to
expend more than the Training Budget
on such programs, but in the event of
any according expenditure in any
Calendar Year the Training Budget for
the next Calendar Year only shall be
added with the amount of the under
expenditure. Any under expenditure
carried forward to the succeeding
Calendar Year as provided for herein
shall not be cost recoverable, however,
any Training Budget expenditures in
excess of Fifty thousand US Dollars
(50,000 USD) shall be cost recoverable
by CONTRACTOR under the provisions
of Article 7.
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ARTICLE 17

L OCAL CONTRACTORS AND

LOCALLY MANUFACTURED
MATERIAL

471 CONTRACTOR or Operating Company,

as the case may be and their contractors
shall:

17_1.1 Give priority to local contractors as

17.1.2

de

long as their prices and performances
are comparable with international prices
and performances for the type of work to
be performed.

Give  preference to locally
manufactured materials, equipment,
machinery and consumables so long as
their technical specifications, quality and
time of delivery and service facilities
(including service and spare parts
supply) are comparable to internationally
available materials, equipment,
machinery and consumables. However,
such materials, equipment, machinery
and consumables may in any event be
imported for operations conducted
hereunder if the local price of such items
at CONTRACTOR's or Operating
Company's operating base in the S.A.R.
is more than fifteen percent (15%) higher
than the price of such imported items
before Customs Duties, but after
transportation and insurance costs have
been added.

-z
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18.1

18.2.

ARTICLE 18

LAWS AND REGULATIONS

CONTRACTOR and Operating Company
shall be subject to all laws and
regulations of local application in force in
the S.A.R. provided that CONTRACTOR
and Operating Company shall not be
subject to any laws, regulations or
modifications thereof which are contrary
to or inconsistent with the provisions of
this Contract.

1 CONTRACTOR shall be subject to the
laws in force in the S.A.R. and the
administrative  sub-divisions thereof
which impose taxes, duties, levies and
other financial charges on or measured
by income or profits (hereinafter referred
to as S.A.R. Income Taxes). Except as
otherwise provided in the Contract,
CONTRACTOR shall comply with the
requirements of such laws with respect
to the filing of returns, the assessment of
taxes and the keeping for review by
authorized persons of books of account
and records. For these purposes, any
S.A.R. Income Taxes shall be assessed
at the rates applicable on the Effective
Date of this Contract.

Notwithstanding any provision of this
Contract to the contrary CONTRACTOR
shall be entitled to deduct for the
purposes of S.A.R Income Taxes all its
costs and expenses with respect to the
Area and without regard to Forty Percent
(40%) per annum Petroleum limitation
specified in Article 7.2. Hereof. To the
extent that in a Tax Year costs and
expenses described in Article 7.2.1 to
7.2 4 inclusive exceed the value of all
Petroleum accruing to CONTRACTOR
for such Tax Year, the excess shall be
carried forward for recovery in the next
succeeding Tax Year or Years until fully
recovered, but in no case after the
termination of the Contract as to

CONTRACTOR. COMPANY's share of

Lattakia Contract
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18.2.2 CONTRACTOR

Petroleum determined under Article
7 & 8 includes an amount equal in value

- to all of CONTRACTOR's S.A.R. Income

Taxes. And will be discounted from the
CONTRACTOR's share.

shall deliver to
COMPANY a copy of its tax returns at
least thirty (30) Days prior to the official
date of filing with the tax authorities, for
COMPANY's review. COMPANY will
have twenty (20) Days to give
comments to CONTRACTOR.

18.2.3 COMPANY shall pay on behalf of

18.2.4

CONTRACTOR and shall indemnify
CONTRACTOR against the imposition of
all S.A.R. Income Taxes and any
additional amount payable under S.A.R.
law (including penalties for reasons not
caused by CONTRACTOR), out of the
sums received by COMPANY from the
sale or other disposition of its share of
the Petroleum as determined under
Article 7 — 8.

COMPANY shall deliver to
CONTRACTOR the proper official
receipts evidencing the payment of
CONTRACTOR's S.A.R. Income Taxes,
within thirty (30) Days of payment of
taxes. Such receipts shall be issued by
the proper Tax Authorities and shall state
the amount and other particulars
customary for them. A copy of either the
Collection Order or such other
document(s) that will officially evidence
the basis for payment shall be provided
to CONTRACTOR by COMPANY when
available to COMPANY.

18.2.5 In calculating its S.A.R. Income Taxes,

E Lattakia Contract

COMPANY shall be entitled to deduct
the S.AR. Income Taxes of
CONTRACTOR paid by COMPANY on
CONTRACTOR's behalf from its taxable

.{%/
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18.3.2 COMPANY

‘—" -

3526 Each of the companies comprising

18.3.

CONTRACTOR shall be separately
subject to S.A.R. Income Taxes with
respect to the income derived by such
company from Petroleum operations in
the S.A.R.

1 Non-Syrian subcontractors, with whom
CONTRACTOR entered into Contracts,
with the approval of COMPANY, shall be
exempted from S.A.R. income taxes,
duties, and Stamp Duty during the
Exploration period(s) of this Contract.
This exemption shall also apply to non-

Syrian  subcontractors  of Operating
Company in respect of Exploration
activites. CONTRACTOR shall, in

addition to the exemptions contained in
Article 18.3.2 below, be exempted from
duties and Stamp Duty during the
Exploration periods of this Contract.

and each company
comprising CONTRACTOR shall be
exempted from all taxes, except as
provided in Article 18.2.1 for S.AR.
income taxes, with respect to the
extracting, producing, exporting or
transporting of Petroleum hereunder.
Each company comprising
CONTRACTOR shall also be exempted
from any tax on capital, if any.
CONTRACTOR and the shareholders of
CONTRACTOR shall also be exempted
from all taxes, fees and charges with
respect to interest, dividends and other
distributions paid to them in connection
with activities under this Contract.
Moreover, no tax, fee or charge shall be
payable by any company comprising
CONTRACTOR with respect to interest,
fees, charges or other payments made in
connection with borrowings, services
performed or  property sold to
CONTRACTOR outside the S.A.R., or
for purposes of registration taxes, fees or
charges, documents executed outside of
the S.A.R. in connection with activities
covered by this Contract.

/
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;8.4 The rights and obligations of COMPANY
and CONTRACTOR under, and for the
duration of this Contract, shall be
governed by and in accordance with the
provisions of this Contract, and can only
be altered or amended by the mutual
agreement of the Parties.

18.5 The contractors and subcontractors of
CONTRACTOR and Operating Company
shall be subject to the provisions of this
Contract applicable to them, and they
shall be also subject to all laws and
regulations of local application and their
amendments but without prejudice to the
provisions of this Contract.

18.6 The principles of national sovereignty
and security of the S.A.R. as established
by laws, rules and regulations of local
application shall apply to the
performance of the CONTRACTOR's
operations in the.
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¢ ARTICLE 19
RIGHT OF REQUISITION

9.1 In case of national emergency due to war
or imminent expectation of war or
internal causes, the GOVERNMENT may
requisition all or parts of Petroleum
produced hereunder in the Area and
require COMPANY and CONTRACTOR
to increase such production to the
maximum possible. The GOVERNMENT
may also requisition the oil field itself
and, if necessary, related facilities.

19.2 In all cases, such requisition shall not be
effected except after inviting COMPANY
and CONTRACTOR or their
representatives by registered letter, with
acknowledgment of receipt, to express
their view with respect to such
requisition.

19.3 The requisition of the production shall be
effected by Ministerial order. Any
requisition of the oil field itself, or any
related facilities, shall be effected by a
Presidential Decree duly notified to
COMPANY and CONTRACTOR.

194 In the event of any requisition as
provided above, the GOVERNMENT
shall  indemnify = COMPANY and
CONTRACTOR in full, for the period
during which  the requisition  is
maintained, including :

19.4.1 All damages which result from such
requisition though any damage resuiting
from enemy attack are not within the
meaning of this Article 19.4.

19.4.2 Full payment each Calendar Month for
all  Petroleum extracted by the
GOVERNMENT less the Royalty share
of such Petroleum.

Lattakia Contract -80-
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19.5 Payment hereunder shall be made to A el il flal e Jsliall G diag 5719

’*‘L Lattakia Contract

CONTRACTOR in US. Dollars remitted
abroad, to a bank account nominated by
CONTRACTOR (which shall be with a
correspondent bank to a Syrian bank),
not later than twenty (20) Days after
delivery of CONTRACTOR's invoice.
The price paid to CONTRACTOR for
such Petroleum taken shall be calculated
in accordance with Article 7.6 in
paragraph (8-3-1-2) as the case requires.
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20.1

20.2

ARTICLE 20

ASSIGNMENT

Neither COMPANY nor any company
comprising CONTRACTOR  may
assign to a person, firm or corporation
which is not a Party hereto, in whole or
in part, any of its rights, privileges,
duties or obligations under this
Contract without the written consent of
the GOVERNMENT. However, either
COMPANY or any company
comprising CONTRACTOR shall be
free without the written consent of the
GOVERNMENT to assign its rights,
privileges, duties and obligations under
this Contract to each other or to an
Affiliated Company which shall be as
qualified as the assignor with respect to
its technical and financial competence.
In the case of assignment to any of the
affiliated companies the assigner
remains continually responsible in
association with the assignee.

In the event that COMPANY or any
company comprising CONTRACTOR
wishes to assign in whole or in part,
any of its rights, privileges, duties or
obligations hereunder as aforesaid, the
written consent thereto of the
GOVERNMENT, if required under this
Article, shall not be unreasonably
withheld. To enable consideration to be
given to any request for such consent,
the following conditions must be
fulfilled:

202 1 CONTRACTOR must not be in breach

of any of its material obligations
deriving from this Contract as of the
date such request is made.

20.2.2 The proposed assignee or assignees

must produce reasonable evidence to
the GOVERNMENT of its or of their
financial and technical competence.

e
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2023 The document of assignment must

20.3

20.4.

-

Lattakia Contract

include prowswns stating precisely that
the assignee is bound by all covenants
contained in this Contract and any
modifications or additions in writing that
up to such time may have been made.
A draft of such document of
assignment shall be submitted to the
GOVERNMENT, for review and
approval  before being  formally
executed.

Every executed, authenticated and
delivered document of assignment
assigning any of the rights, privileges,
duties or obligations hereunder of
COMPANY or CONTRACTOR shall be
submitted to the GOVERNMENT,
within thity (30) Days after the
GOVERNMENT approves the
assignment, or should said approval
not be required, within thirty (30) Days
after execution of the instrument of
assignment.

Any assignment made pursuant to the
provisions of this Article shall be free of
any transfer or other taxes, duties,
charges or fees of any kind.
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ARTICLE 21

BREACH OF AGREEMENT AND
POWER TO CANCEL

91.1 Subject to Article 21.2  hereof,
GOVERNMENT shall have the right to
abrogate this Contract by a Presidential
Decree with respect to CONTRACTOR
in the following instances. If
CONTRACTOR:

71.1.1 has knowingly submitted any false
statements to the GOVERNMENT which
were a material consideration for the
execution of this Contract;

21.1.2 assigns any interest hereunder contrary
to the provisions of Article 20;

91.1.3 is adjudicated bankrupt by a court of
competent jurisdiction;

91.1.4 Does not comply with any final decision
reached as the result of court
proceedings conducted under Article
23.1.1.

21.1.5 intentionally extracts any mineral other
than Petroleum not authorized by this
Contract or without the authority of the
GOVERNMENT except such extraction
as may be unavoidable as the result of
operations conducted hereunder in
accordance with accepted Petroleum
industry practice and which shall be
notified to the GOVERNMENT or its
representative as soon as possible; and

21.1.6 Commits any material breach of this
Contract or of the provisions of Law No.
7 of 1953 which do not expressly
contradict the provisions of this
Contract.

i Lattakia Contract
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211.2

Such cancellation shall take place
without prejudice to any rights which
may have accrued to the
GOVERNMENTagainst CONTRACTOR
in accordance with the provisions of this
Contract, and in the event of such
cancellation, CONTRACTOR shall have
the right to remove from the Area all its
personal property after settling all claims
due to GOVERNMENTagainst
CONTRACTOR, including any damages
resulting therefrom.

If the GOVERNMENT deems that a
cause (other than a force majeure cause
referred to in Article 22 hereunder)
exists to cancel this Contract, the
GOVERNMENT  shall give the
CONTRACTOR written notice,
personally served on CONTRACTOR's
General Manager in the legally official
manner and receipt of which s
acknowledged by him or by his
representatives to remedy and remove
such cause within ninety days but, if for
any reason such service is impossible
due to unnotified change of address,
publication in the Official Gazette for the
GOVERNMENT shall be considered as
validly served upon CONTRACTOR at
the date of publication.

213 If at the end of said ninety (90) Days

‘ Lattakia Contract

notice period, such cause has not been
avoided or the situation remedied, this
Contract may be abrogated forthwith by
Presidential Decree as stated above.
However, if this cause Or failure to
remedy the situation, ensues from
carrying out any work or withholding
from carrying out any work by
CONTRACTOR or any company
comprising CONTRACTOR, abrogation
of this Contract shall be applicable to
that party only and not to the other
parties to the Contract.
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ARTICLE 22

FORCE MAJEURE

The non-performance or delay in
performance by COMPANY and
CONTRACTOR or either of them, of
any obligation under this Contract shall
be excused if and to the extent that
such non-performance or delay is
caused by force majeure. The period of
any such non-performance or delay,
together with such period as may be
necessary for the restoration of any
damage done during such delay, shall
be added to the time given in this
Contract for the performance of such
obligations dependent thereon and to
the term of this Contract but only with
respect to the part or parts of the Area
affected.

"Force Majeure" within the meaning of
this Article 22 shall be any order,
regulation or direction of the
GOVERNMENT whether promulgated
in the form of a law or otherwise or any
act of God, insurrection, riot, war
(whether declared or undeclared) strike
and other labor disturbances, fires,
floods, or any other cause not due to
the fault or negligence of COMPANY
and CONTRACTOR or either of them,
whether or not similar to the foregoing,
provided that any such cause is beyond
the reasonable control of COMPANY
and CONTRACTOR or either of them.

Without prejudice to the above and
except as may be otherwise provided
for herein, the GOVERNMENT shall
incur no responsibility whatsoever to
COMPANY and CONTRACTOR or
either of them for any damages,
restrictions or loss arising in
consequence of such case of force
majeure, except a force majeure
caused by any order regulation or
direction of the GOVERNMENT
whether promulgated in the form of a
law or otherwise.
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1.5

If the force majeure event occurs during
the Initial Exploration Period or any
extension thereof and continues in
effect for a period of one (1) Year,
CONTRACTOR shall have the option
upon ninety (90) Days prior written
notice to COMPANY to terminate its
obligations hereunder, without further
liability of any kind, and if the Guarantee
contained in Annex C hereto is still in
force, it shall be automatically cancelled
as of the date of receipt of the notice by
COMPANY and COMPANY shall notify
the Bank to release said Guarantee as
of that date.

Subject to Article 22.4 above if notice of
an event of Force Majeure is given
under this Article 22, the Letter of
Guarantee contained in Annex C hereto
shall not be called during such period of
Force Majeure and CONTRACTOR
shall extend the term of the Letter of
Guarantee to cover the additional time.

7t
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ARTICLE 23

DISPUTES AND ARBITRATION

1131 The Parties base their relations with
respect to this Contract on the
principles of goodwill and good faith
and good oil business practice.

93.1.1 Any dispute, controversy or claim

arising between GOVERNMENT and
CONTRACTOR or Operating Company
with respect to the interpretation or
application of or performance under
this Contract, if not resolved amicably,
shall be referred to the jurisdiction of
the appropriate S.A.R. Courts under
the jurisdiction of Syrian law.
Any other dispute between
CONTRACTOR and COMPANY (other
than with the GOVERNMENT) shall be
resolved, if not resolved amicably, in
accordance with the Swiss law and
referred to the international arbitration.

23.1.2 Except to those matters which are
expressly agreed hereunder to be
settled by an expert, any dispute,
controversy or claim arising between
CONTRACTOR and COMPANY in
connection with this Contract shall be
finally settled by arbitration by three
arbitrators. The arbitration shall be held
at Geneva, Switzerland and conducted
in accordance with UNCITRAL RULES
The language of the arbitration shall be
English.

23.1.3 The arbitration shall be initiated by
either Party giving notice to the other
Party that it elects to refer the dispute
to arbitration and that such Party
(hereinafter referred to as the First
Party) has appointed an arbitrator who
shall be identified in said notice. The
other Party (hereinafter referred to as
the Second Party), within thirty (30)
Days from receiving notice, shall notify
the First Party in writing, identifying the
arbitrator that it has selected.

gz
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93.1.4 If the Second Party does not appoint its
arbitrator as aforesaid, the First Party
shall have the right to apply to the
secretary of the Permanent Court of
Arbitration in The Hague, Netherlands,
to appoint a second arbitrator.

93.1.5 The two arbitrators shall, within thirty
(30) Days, elect a third arbitrator.
Failing this, the third arbitrator shall be
appointed by the Secretary of the
Permanent Court of Arbitration in The
Hague, Netherlands, at the request of
either party.

23.1.6 The third arbitrator must be a citizen of
a country, other than the SYRIAN
ARAB REPUBLIC, or Canada, or the
country of incorporation of any
company comprising CONTRACTOR
but must be a citizen of a country which
has diplomatic relations with the
SYRIAN ARAB REPUBLIC, and
Canada and the countries of
incorporation of each  company
comprising CONTRACTOR, and shall
have no economic interest in the
petroleum business of either the
SYRIAN ARAB REPUBLIC, or
Canada or the Parties hereto their
successors or their assigns.

23.1.7 The Parties shall extend to the
arbitration panel all facilities (including
access to the Petroleum operations), to
obtain any information requested for
the proper determination of the dispute.
The absence or default of any Party to
the arbitration shall not be permitted to
prevent or hinder the arbitration
procedure in any or all of its stages.

23.1.8 During the arbitration period and
pending the decision, determination or
award, the operations or activities
which have given rise to the arbitration
need not be discontinued. In the event
the decision or award recognizes that

the complaint was justified, provision g y

may be made therein for
reparation as may appropriately
made in favor of the complainant.

P Lattakia Contract
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93.1.9 The Parties agree that for matters oSl o Gl o ade il e 9-1-23

E
(.

Lattakia Contract

submitted to arbitration, the decision,
determination or award of the tribunal
will be the sole and exclusive remedy
between them regarding any and all
claims and counterclaims presented to
the tribunal. Judgment on the award
rendered may be entered in any court
having 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.

23.1.10 The Parties desire that, wherever

appropriate, decisions and awards
shall specify a time for compliance
therewith.

23.1.11 The provisions of this Contract

relating to arbitration shall continue in
force notwithstanding the Termination

of this Contract.
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ARTICLE 24

LEGAL STATUS OF PARTIES

24.1

24.2

243

Lattakia Contract

The rights, duties, obligations and
liabilities in respect of COMPANY and
CONTRACTOR hereunder shall be
several and not joint or collective, it
being understood that this Contract
shall not be construed as constituting
an  association, corporation,  or
partnership.

Each company comprising
CONTRACTOR shall be subject to the
laws of its incorporation, regarding its
legal status or creation, organization,
charter and by-laws, share holdings
and ownership. The shares of capital
of each company comprising
CONTRACTOR, which are entirely
held outside the S.A.R. shall not be
negotiable in the S.A.R. and shall not
be offered for public subscription in the
S.AR.

All companies comprising
CONTRACTOR shall be jointly and
severally liable for the performance of
CONTRACTOR's obligations under this
Contract.
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25.1

25.2

253
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ARTICLE 25

GENERAL

Notwithstanding any provision to the
contrary, the GOVERNMENT shall
have the right to pre-empt all or part of
the Petroleum to which COMPANY and
CONTRACTOR are entitled. In this
case the GOVERNMENT shall pay to
COMPANY and CONTRACTOR in full
for the period during which preemption
is exercised each Calendar Month to
COMPANY and CONTRACTOR the
value of all preempted Petroleum.

An agreement will be concluded
between GOVERNMENT, COMPANY
and CONTRACTOR for the necessary
procedures to determine the value of
CONTRACTOR's preempted
entitlement to Petroleum..

Payment shall be made on a monthly
basis to CONTRACTOR in US Dollars
remitted abroad not later than twenty
(20) Days after  delivery of
CONTRACTOR’s invoice. The price
paid to CONTRACTOR for such
preempted ~ Petroleum shall be
calculated in accordance with Article
7.6 or 8 hereof.

The headings or titles to each of the
Articles to this Contract are solely for
convenience of the Parties hereto and
shall not be used with respect to the
interpretation or construction of said
Articles.

If any accumulation of Petroleum
extends beyond the Area into one or
more adjacent areas held by
COMPANY or CONTRACTOR or one
or more contractors, or is otherwise
"open acreage", the parties concerned
shall meet and endeavor to agree on
the most efficient method of, under the
supervision of COMPANY, appraising
the accumulation and on possible joint
development, production storage, and
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if appropriate, transportation  of
Petroleum from such accumulation and
on the manner in which the costs and
proceeds deriving therefrom shall be
equitably apportioned. Any agreement
entered into between such parties shall
be subject to the approval of the
Minister.

75.4 Wherever it is mentioned in this contract

and its Annexes United States Dollar
(USD), the parties agree that such
references shall be deemed to also
mean an amount in Euros (or any
amount in other freely convertible
foreign currency agreed by the
company) such that any payment,
receipt or calculation to be made
pursuant to this Contract shall be
satisfied where Euros (or another
agreed freely convertible currency) are
used in substitution for USD. Where
Euros (or another agreed freely
convertible currency) are so used, at
the exchange rate of the European
Central Bank, on the last business day
in the calendar month prior to the
calendar month in which the relevant
payment, receipt or calculation is
made.
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26.1.

ARTICLE 26

TITLE TO ASSETS

COMPANY shall become the owner of
all assets purchased and owned by
CONTRACTOR in connection with the
operations carried out by
CONTRACTOR or Operating Company
for and on behalf of COMPANY and
CONTRACTOR in accordance with the
following:

26.1.1 Land shall become the property of

COMPANY as soon as it is purchased.
The cost of this land will be recovered
by CONTRACTOR according to Article
7.

26.1.2 Title to other fixed and moveable

L Lattakia Contract

assets shall be transferred
automatically and gradually from
CONTRACTOR to COMPANY, as their
costs become subject to recovery in
accordance with the provisions of
Article 7. However, the full title to each
fixed and moveable asset shall be
transferred automatically from
CONTRACTOR to COMPANY only at
the end of the Year when their total
cost has been recovered by
CONTRACTOR in accordance with the
provisions of Article 7, or at the time of
termination of this Contract, whichever
first occurs. It is understood that if at
the time of such termination no
Petroleum has been discovered, the
title to fixed assets and those moveable
assets which CONTRACTOR does not
re-export, shall be transferred to
COMPANY without any compensation
to CONTRACTOR therefor.

/%//
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26.2

£

Lattakia Contract

The Book value of the assets created
during each Calendar Quarter shall be
communicated by CONTRACTOR to
COMPANY or by Operating Company
to COMPANY and CONTRACTOR
within forty-five (45) Days of the end of
each Calendar Quarter.

During the term of this Contract and
any extension period thereof
CONTRACTOR and Operating
Company are entitled to the full use in
the Contract Area, or any other area
approved by COMPANY of all fixed
and moveable assets. COMPANY and
CONTRACTOR shall not dispose of
the same except with agreement of the
other.
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ARTICLE 27

PIPELINES AND FACILITIES

}7.1 During the term of this Contract and any
extension period thereof CONTRACTOR and
Operating Company shall be entitled, for the
purpose of transporting Petroleum or Gas
from any Development Area to the Delivery
Point to make use of spare capacity of any
Production facility, pipeline or terminal which
is at the disposal of COMPANY any other
such facilities, pipelines or terminals which
are at the disposal of the Ministry of
Petroleum and Mineral Resources or the
companies supervised by said Ministry or
COMPANY, and not firmly committed for
other Petroleum operations.

p7.2 If CONTRACTOR wishes that use shall
be made of pipelines, facilities or terminal
capacities which are at the disposal of the
COMPANY, COMPANY and
CONTRACTOR shall meet and agree on
mutually satisfactory conditions for the
use thereof based on reasonable
commercial terms. The use of third party
pipelines, facilities or terminal capacity by
CONTRACTOR shall be on fair
commercial terms, including ftariff If
reasonable commercial terms cannot be
mutually agreed between all concerned
parties, the issue shall be referred to an
expert on the same basis mutatis
mutandis, as is provided in Article 7.6.3
hereof.

Any payment made by CONTRACTOR
for the use of pipelines facilities or
terminal capacity shall be recoverable as
Operating Expenses under Article 7.2.

27-3 CONTRACTOR and Operating Company
may continue using those operating
facilites it has constructed or it is
constructing for the purpose of this
Contract in areas that CONTRACTOR
may have relinquished or that may be
outside a Development Area.
CONTRACTOR or Operating Company
may also construct and operate any
facility required for the

outside the Area.
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ARTICLE 28

SIGNATURE BONUS And
PRODUCTION BONUSES

&3 CONTRACTOR shall pay to Company a
signature bonus for One Million U.S.
Dollars (1,000,000 USD) within 30 days
after the effective date.

bs.1 Subject to Article 28.3 CONTRACTOR
shall pay to COMPANY the following
production bonuses in respect of the total
production of Petroleum from the Area:

b8.1.1 Five Hundred Thousand U.S. Dollars
(500,000 USD) within twenty (20) Days
after production reaches Twenty-Five
Thousand (25,0000 BPD and is
continued at an average of at least that
rate over thirty (30) consecutive Days
for the first time.

8. 1.2 One million U.S. Dollars (1,000,000
USD) within twenty (20) Days after
production reaches Fifty Thousand
(50,000 ) BPD and is continued at an
average of at least that rate over thirty
(30) consecutive Days for the first time.

28.1.3 One hundred thousand U.S Dollars
(100,000) social assistance after two
years from Commerical announcement.

28.2 FEach of the above referred-to production
bonuses shall be paid once only by the
CONTRACTOR in respect of the
Production of Petroleum from the Area
and shall neither be recovered nor
amortized by CONTRACTOR.

28.3 The production bonuses set out in Article

281 shall not be payable by
CONTRACTOR in circumstances where

requisition made under Article 19.1.
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ARTICLE 29

ARABIC AND ENGLISH TEXT

1 The Arabic version of this Contract shall,

before the Courts of the S.A.R., be
referred to in construing or interpreting
this Contract; in case, however, of any
arbitration pursuant to Article 23 hereof
and for day-to-day administration and
other general purposes  between
COMPANY and CONTRACTOR, the
English and Arabic versions shall both be
used to construe or interpret the Contract,
and shall have equal weight and validity.
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ARTICLE 30 ' s DA 51 4

L.y

APPROVAL OF THE GOVERNMENT SR SN [ ST —"

30.1 This Contract shqll not be binding upon stay alle G Ge Y "esle il 13 SN 1-30
any of the Parties hereto unless and - L o
until a Legislative Text is published in OB T G Rl Bl (A (ol e
the Official Gazet}e of htheCS.A.R. 35 lele oy 4dSal Jle dialiad) da el
approving and ratifying the Contract . o L e
and giving it full force and effect of law OB papat A e D e sl
notwithstanding any countervailing Al 4 pgaall 3380y 4alSaY dallie du e
governmental enactment in the S.A.R. e

In witness whereof this Contract has been duly e il 138 e 5\1,&? ) 5 oS s L "3

signed by the respective Parties hereto on the o . . o
date set out above. o o 058l G (o8 ety Led IS 4 k) 8

GOVERNMENT OF THE SYRIAN ARAB
REPUBLIC

By: Eng. Sufian Al-Alao

Minister of Petroleum & Mineral Resources

SYRIAN PETROLEUM COMPANY " a4 A,

By: Eng. Omar Al Hamad
Acting General Manager

LOON ENERGY INC. Qi ool o As
By: Timothy M. Elliott //// / Gl et 1lgds
/ i) (= 9

President & CEO LA paal) g st

7

é& A8 sie
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ANNEX A

DESCRIPTION OF THE AREA
e area covered and affected by the contract
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i The west side of block IX i§ 2
ki away from the onshore
A 2 km to the East of Mediterranean onshore 428500 toward easy
2 184000 426500
3 184000 440000
4 345000 440000
5 344972 386843
6 260000 388400
7 280000 377000
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C 163587 . 398300 Lattakia Deviopment Point
B 163800 405000 Lattakla Deviopment Point
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ANNEX "C"

fORM OF LETTER OF GUARANTEE

p . THE SYRIAN PETROLEUM COMPANY

DAMASCUS
[ETTER OF GUARANTEE NO. {181/07 }

ith reference to the Contract concluded in
bAMASCUS ON ...oeeiieiennes , 2007 between the
\OVERNMENT OF THE SYRIAN ARAB
EPUBLIC and the SYRIAN PETROELUM
OMPANY (the “COMPANY") and LOON
NERGY INC (the «CONTRACTOR”) which
fipulates that CONTRACTOR shall carry out
fxploration, Development and Production of

ticle 4.1.1 of the Contract makes it incumbent
non CONTRACTOR to spend during the
orty-Eight Months (48 Months) of the initial
ploration Period the sum of Seven and a Half

|ﬁl|ment of his Exploration work obligations
becording to article 4-1 for that period.

e hereby inform you that we guarantee in
bvor of the COMPANY the sum of Seven and a
half million U.S. Dollars (7.5 million usD) for
berformance by CONTRACTOR of its
thligations to spend the above mentioned
amount in fulfilment of its Exploration work
bbligations during the Forty-Eight Months (48
Months) Initial Exploration Period in the Area
specified and described in Annexes “A” and “B”
of the Contract.

The Guarantee shall come into force as from
the Effective Date of the Contract provided we
are notified by you in writing that it has become
effective pursuant to the provisions therein,
such notification to include the number and the
fate of the Official Gazette in which the
legislative Text is published approving and
ratifying the Contract.
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rhe value of th.is Guarantee s_hall be re-_duced in con AJGSY o3 Ao ya ’ FECHPE
ccordance with the execution requirement L it ‘
ithin the range of amounts spent so long as pda 5alat Y o il (Al Aol 2gany cJanll geali
e amounts do not exceed Al

wo Million (2.0 MM) USD when the first Well is Y il ALl o Sodd Y 50 e 2
Lompleted. j ’
fwo Million (2.0 MM) USD when the second PRRTRE o ‘ ,

ell is completed. A oLl G (Sl Y2 05l 2

our Hundred Thousand (400,000) USD
\:l;)jja.;‘i"):\uﬂ‘)y_,.lgﬂ\ 400

nterpretations.

lseven Hundred and Fifty Thousand (750,000)

1JSD Reprocessing Seismic. S g A Lo glad dlales S el )Y 5o I 750

one Million Seven Hundred and Fifty Thousand

1,750,000) USD Seismic Acquisition. RESE I S el Y 5ol 1,750

six Hundred Thousand (600,000) USD Setup S S

{cost. Agads 8 S el Y 52 < 600

The validity of this Guarantee shall O e "Ll AN b3 e b i

sutomatically cease after Fifty-Four (54) Months j‘ & o UH o

rom the Effective Date of the Contract or when e Bl S o e e ((54) 1oes et
e total amounts spent in accordance with the ULl s di g peaddl Jliall ¢ gene muay Lavie

uarterly statements prepared by your \ i e e .
COMPANY and CONTRACTOR become equal = Jslialy oS08 i Go dandl 2]
o or greater than the above mentioned s a0 el ol U s & Ll
guaranteed amount, or, in event A L sl i

CONTRACTOR should exercise its option J S JJM Shee 5
under Aricle 224 upon termination of eaiia b 3l el g 422 sl s e
CONTRACTOR’s obligations under the ] . Vol o wll
Contract, whichever date is earlier. 7 C *C Sk

The reductions under the above provisions of sl <AV e SR ERA I
this Guarantee shall be effected upon receipt by
us of a written statement requesting such
reductions, signed by you and CONTRACTOR. i Cillay JgbBall U8 oy A Sl e LaBge 'L_had
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If you maintain that CONTRACTOR has not o Js s o YRR
performed his obligations in accordance , oLl e , LM Ll
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request the implementation of the Sle —i e
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confirming : :
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. That CONTRACTOR has failed to perform its

enditure  obligations referred in  this
garantee specifying the amount that has not
cen spend out of the amount of the obligation.

» The CONTRACTOR has failed to pay the
expenditure of deficiency to you.

.. That you have given CONTRACTOR seven
(07) Day’s notice of your intention to claim
under this Guarantee.

4 That no state of Force Majeure exists under
the Contract.

iNe hereby undertake to pay in Syrian Pounds

Yn amount equivalent to the unspent or

npaid if applicable) balance of the amount of
e obligation upon receipt of your above
entioned request, and declare that we elect
ur Head Office in Damascus as our domicile
r all matters concerning the execution of this
uarantee.

ords and phrases used in this Guarantee

hall have the same meanings as those
tiributed to them in the Contract.

Bank Audi Syria

DAMASCUS ON .covemuersrerreennraseansnsasess 2007.

Lattakia Contract
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ANNEX D

. OPERATING COMPANY CHARTER

rticle 1

h joint stock company having the nationality of
he SYRIAN ARAB REPUBLIC shall be formed
ith the authorisation of GOVERNMENT in
cordance with the provisions of the Contract
L ferred to below and of this Charter.

e company shall be subject to all laws and
egulations in force in the S.A.R. to the extent
bhat such laws and regulations are not
~consistent with the provisions of the Charter
bnd the Contract.

bhe name of the Company is LATAKIA
OPERATING COMPANY, abbreviated as
ILKPC) and hereinafter to as "Operating
Company".

firticle 3

The Head Office of Operating Company shall
fbe in the City of Damascus in the S.A.R.

Article 4

The object of Operating Company is to act for
and on behalf of the SYRIAN PETROLEUM
COMPANY on the one hand, and
CONTRACTOR on the other, carrying out and
conducting the Development operations
required in accordance with the provisions of
the Contract signed on
(hereinafter
called "Contract") by and between the SYRIAN
ARAB REPUBLIC, the SYRIAN PETROLEUM
COMPANY ("COMPANY"), and
CONTRACTOR, covering Petroleum operations
in the Area described therein. Words used in
this Charter shall have the same meaning as
ascribed thereto in the Contract.
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perating Company shall also act for and on
~half of CONTRACTOR in carrying out and
nducting Exploration operations after the first
sate of Commercial Discovery pursuant to the
ork Program and Budget of CONTRACTOR,
pproved in accordance with the Contract.
perating Company shall keep account of all
sts, expenses and expenditures for such
erations under the terms of the Contract and
anex E thereto. Operating Company shall not
ngage in any business or undertake any
ctivity beyond those conducted for and on

perating Company shall, in view of the
iffering nationalities of its stockholders, record
s business operations (and conduct its routine
usiness correspondence where appropriate) in
e Arabic and English languages jointly.

loperating Company shall be organised, staffed
and managed in accordance with internationally
recognised standards in the oil industry.

At the time that Operating Company is formed,
CONTRACTOR and COMPANY shall agree its
organisational structure and those managerial
and senior staff positions to which each shall
have the right to assign its staff. Operating
Company may request CONTRACTOR and
COMPANY to assign to it additional expert staff
as it may require.

Article 5

The authorised capital of Operating Company is
{200,000) Two Hundred Thousand Syrian
Pounds divided into (4,000 ) Four Thousand
shares of common stock with a value of (50)
Fifty Syrian Pounds per share having equal
voting rights, fully paid up and non-assessable.
COMPANY and CONTRACTOR shall each pay
for, hold and own throughout the life of
Operating Company referred to above one half
(1/2) of the capital stock of Operating Company.

No Party may relinquish all or part of Operating
Company's shares except if either Party

- [ Lattakia Contract
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igns under Article 20 of the Contract all or
y of its rights and interests arising from the
ntract. In this event, the assigning Party and
successors shall assign a share of its capital
ock of the Operating Company equal to the
ssigned percentage of its rights and interests
rising from the Contract.

rticle 6

perating Company shall not own any right,
#le, interest or estate in or under the Contract
or in any of the Petroleum produced from any
pevelopment Area thereunder or in any of the
sssets, equipment or other property obtained or
ised in connection therewith, and shall not be
sbligated as a principal for the financing or
erformance of any of the duties or obligations
of either COMPANY or CONTRACTOR under
lne Contract. Operating Company shall not
make any profit from any source whatsoever.

Costs, expenses and expenditures incurred by
Operating Company are recoverable by the
CONTRACTOR in accordance with the Article 7
of the Contract.

Article 7

Subject to Article 4 hereof, Operating Company
shall act for and on behalf of COMPANY and
CONTRACTOR. Whenever it is indicated
herein that Operating Company shall decide,
take action or make a proposal and the like, it is
understood that such decision or judgement has
been made by CONTRACTOR or by
COMPANY and CONTRACTOR, as may be

required by the Contract and Operating
Company is merely implementing  such
direction.
Article 8

Operating Company shall have a Board of
Directors comprising eight (8) members, four (4)
of whom shall be designated by COMPANY
and the other four (4) by CONTRACTOR. The
Chairman shall be designated by COMPANY
and shall also be a Managing Director.
CONTRACTOR shall designate the General
Manager who shall also be a Managing
Director.

Lattakia Contract

G gay dall (o LU Asllicay 438 (0 Wos o LK
ookl e cngh Jall s gy Ball 5e 20 sakall
Alasd ) pgd (0 Bhmn e Jol Al e 5 Jol
e Lo Jolna)l dpgall duall dobes Aldlall A58 (4

Sl e A a3l aslliany 48 8

6 sal—all

i Yy Akl 3 W Lan ¥y Ga ) el 48,80 Sl Y
@l b Vs e o SR A e Gsis 4 ¥ plias
il s e Lan ues ddaie ol o il Jsd Oe
d@\gd}ig&mj@\m;\ Jgmal & Y5
JealS Lo i ¥ cdially (31a il 2 Y lexiad o Lol
Lagsie 058 0 o canls A Jasais o5
s Vs Jstiall o ASHAN e (sl e Nl 18 e
LS aan st e ) ol @Ra3 of Al A8l
2,80 WAKE A g peaal) y il 5 llall JS a3
e 7 skl «,_‘;ﬂdjﬂad\dgo‘ab)ﬁuml\jgu&u\
sl

7 salal)

el 2SN Jand @alall 138 (g0 4 30l ASafslel jo e
e o)y Lius s Legie Aballs Joliads s )il pllal
§ oyl 355 g 18 el Alalall 38,00 o 138 e
SN Jie o osedall (ped Sl s b W)l sas
ALE) U8 e o Jelial e 335 L) el aY s
Y ol Alalall 4830 Sy skl clatie Coes Jglall

and Jal 138 e Cilgen 53l 1hiie

8 salall

(8) Anld (e Sy 3N ulae Aol ,ul oS
(4) dm Vs RS8N JE Oe peie (4) I O slmed
S SY) Gedae Gady ASAN Gy (st O e 093]
Oy e 5 W) alas guac aily cdgl oSS M
02 Gdaa geme L oS Gl Al ol Jtall

a8 sae



4

e management shall have such authority as
required to conduct petroleum operations in
ccordance with internationally recognised
tandards in the international oil industry and
ith good oil field practice.

rticle 9

eetings of the Board of Directors shall be valid
a majority of the Directors is present and any
ecision taken at such meeting must have the
firmative vote of six (6) or more of the
irectors provided that any Director may be
presented by a substitute, according to
rovisions of the By-Laws.

article 10

General Meetings of the shareholders shall be
lalid if a majority of the capital stock of
pperating Company is represented thereat.
jiny decisions taken at such meetings must
lhave the affirmative vote of shareholders
bwning or representing a majority of the capital
stock.

Wrticle 11

The Board of Directors shall approve the
regulations covering the terms and conditions of
employment of the personnel of Operating
Company employed directly by Operating
Company and not assigned thereto by
ICONTRACTOR and COMPANY.

The Board of Directors shall, in due course,
draw up the By-Laws of Operating Company
which shall be in accordance with the Contract
and this Charter and such By-Laws shall be
effective upon being approved by a General
Meeting of the shareholders, in accordance with
the provisions of Article 10 hereof. No provision
in the By-Laws may contradict or conflict with
the provisions of this Charter.

The salaries and qualities of staff assigned to
Operating Company by CONTRACTOR shall
be determined by CONTRACTOR, and of staff
assigned by COMPANY by COMPANY.
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rticle 12

perating Company shall come into existence

ithin thirty (30) Days after the first Date of
~ommercial Discovery as provided for in Article
4 of the Contract.

The Operating Company shall continue in
existence for a period equal to the remaining
duration of the Contract.

Operating Company shall be wound up and

quidated if the Contract is terminated for any
reason as provided for therein.

SYRIAN PETROLEUM COMPANY

By : Eng. Omar Al Hamad

Acting General Manager

LOON ENERGY INC.

v

President & CEO
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1 ANNEX E
ACCOUNTING PROCEDURE
ﬁ\rticle 1

General provisions

k1 Definitions:

1.1.1 The definitions contained in Article 1 of
the Contract shall apply to this Accounting
Procedure and have the same meaning.

1.1.2 "Non-Operator" mean the Parties to the
Contract other than Operator and
GOVERNMENT.

11.3 "LIBOR" means the thirty-Day rate for
US Dollar deposits as published by
DOW JONES Telerate on behalf of the
British Bankers Association for offer to
prime banks in the London Interbank

Market at 11:00 a.m. London time.

If such rate does not appear on Telerate
for a period of seven consecutive
business Days, then the rate published by
the Financial Times, London, shall be
applied.

1.2 Statement of Activities :

12 1. CONTRACTOR shall pursuant to Article
4 of the Contract render to COMPANY
within thirty (30) Days of the end of each
Calendar Quarter a statement  of
Exploration activity reflecting all charges
and credits related to the Exploration
operations for that Calendar Quarter

summarised by appropriate
classifications, indicative of the nature
thereof.

JZ
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2.2 Operating Company shall render to
COMPANY and CONTRACTOR within
thity (30) Days of the end of each
Calendar Quarter a statement of
Exploration activity reflecting charges and
credits for Exploration operations for that
Calendar Quarter, similarly summarised
as for CONTRACTOR's Exploration
activity statement.

1.2.3 Operating Company shall render to
COMPANY and CONTRACTOR within
thity (30) Days of the end of each
Calendar Quarter a statement of
Development activity reflecting all charges
and credits related to the Development
operations for the Calendar Quarter
summarised by appropriate classifications
indicative of the nature thereof. This
statement should be supported by a
detailed list reflecting all debit and credit
transactions. The form of the statement
shall be subject to approval by
COMPANY and CONTRACTOR.

1.3  Adjustments and Audits

1.3.1 Subject to Article 6 of this Annex E, each
cost item in a statement of Exploration
activity rendered by CONTRACTOR shall
be conclusively deemed to be an
Approved Cost after three (3) Months
following the receipt of that statement by
COMPANY unless within the said three
(3) Months COMPANY takes written
exception thereto pursuant o Article 4.7
of the Contract. During the said three (3)
Months period, supporting documents will
be available for inspection by COMPANY
during all normal working hours.

Should written exceptions occur, as per
Article 4.7 of the Contract, COMPANY
and CONTRACTOR shall confer with
each other in a timely manner and attempt
to reach a settlement.

g5
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1.3.2Subject to Article 6 of this Annex E, all

statements of Exploration and
Development  activity rendered by
Operating Company for any Calendar
Quarter shall conclusively be deemed to
be sound and correct after twelve (12)
Months following the end of any such
Calendar Quarter unless COMPANY or
CONTRACTOR objects thereto in writing
during the said twelve (12) Months on the
grounds set out in Article 4.7 of the
Contract. During this period COMPANY
or CONTRACTOR or both of them shall
have the right to audit Operating
Company  accounts, records  and
supporting documents for such Calendar
Quarter in accordance with generally
accepted accounting principles of the
international oil industry. Should written
exceptions  occur, COMPANY and
CONTRACTOR shall confer  with
Operating Company in a timely manner
and attempt to reach a settlement.

13.3. If within the time limit of the twelve (12)

Month period provided in Article 1.3.2 of
this Annex E, COMPANY or
CONTRACTOR has not advised
Operating Company of its objection on the
grounds set out in Article 4.7 of the
Contract- to any cost item of any
statement: such statement shall be
considered as approved.

1.3.4.1f CONTRACTOR, COMPANY and/or

Operating Company fail to reach a
settlement under Article 1.3.1 or 1.3.2 of
this Annex E on any issue, the issue shall
be referred to an Expert appointed by
mutual consent, such Expert being an
internationally ~ recognised  firm of
accountants/auditors, whose opinion shall
be binding upon the parties. Should the
parties fail to agree on the choice of
Expert, the appointment shall be made on
request of any party referred to above by
the President of the Institute of Chartered
Accountants of England and Wales.

AL
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3.5. Pending completion of each audit and

any settlement, Expert determination, or
arbitration pursuant thereto under the
Contract, CONTRACTOR shall be entitled
to include all costs presented in each
statement of Exploration, Development
and Production operations (as provided
by CONTRACTOR or Operating
Company for each Calendar Quarter) in
the statement of recovery of costs for Gas
and of Cost Recovery Petroleum for that
Calendar Quarter. All  necessary
adjustments that are consequent upon
completion of audits and settlements (by
whatever means) of audit exceptions shall
be accounted for as they arise, and in
accordance with the Contract, by their
inclusion as debit or credit (as
appropriate) in the next statement of
recovery of costs of Gas and of Cost
Recovery Petroleum to be prepared;
however, no costs which COMPANY and
CONTRACTOR agree to exclude shalil be
included in any such statement.

1.3.6. For the avoidance of doubt, any cost that

COMPANY and CONTRACTOR agree to
approve or to reject (whether by
settlement, 1.3.6 Expert determination or
by arbitration determined under the
Contract) shall not again be subject to
audit under this Contract.

1.3.7. If after adjustment, it appears that some

costs have been wrongly recovered by

CONTRACTOR, such costs will be
deducted from future invoices on a
percentage basis agreed by

CONTRACTOR and COMPANY (which
percentage shall not, in any event, exceed
ten percent (10%) of the vaiue of a single
invoice) until they are completely repaid
including any accrued interest calculated
on the basis of the LIBOR rate as defined
in Article 1.1.3 hereof and prevailing on
the date of repayment plus two percent
(2%) covering the period commencing on
the date of wrongful payment and ending
on the date the amount is repaid in full.
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4 Currency Exchange

ONTRACTOR's accounting records and
perating Company's accounting records
hall be kept in the S.A.R. in US. Dollars.
Il US. Dollar expenditures shall be entered
the same currency spent. Syrian Pounds
xpenditures shall be translated to usS
ollars at the same rate as effective under
rticle 6.4 of the Contract, and all other non-
S Dollars expenditure shall be translated
o US. Dollars at the buying rate of
xchange for such currency as quoted by
;,Bank of England at the close of business on
sme first Working Day of the Calendar

onth in which expenditures are recorded
in the CONTRACTOR's or Operating
ompany's accounting records. A record
hall be kept of the exchange rate used in
anslating Syrian Pound or other non-US.
ollars expenditures to US. Dollars.

4.5 Precedence of Documents

n the event of any inconsistency or conflict
etween the provisions of this Accounting

rocedure and the provisions of the Contract,
en the provisions of the Contract shall prevail.

6 Revision of Accounting Procedure
y mutual agreement between COMPANY and
ONTRACTOR this Accounting Procedure may

be revised from time to time in the light of future
arrangements or requirements.

1.7 No Charge for Interest on Investment
Interest on investment shall not, at any time, be

charged as a recoverable cost under the
Contract.
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]Article 2

lcosts, Expenses and Expenditures

9. 1Subject to the provisions of the Contract,
[CONTRACTOR shall alone bear and, directly or
itchrough Operating Company, pay the following

osts and expenses, which costs and expenses
shall be, classified and treated in accordance
with Article 7 - 8 of the Contract.

2.1.1 Surface Rights

All direct cost attributable to the acquisition,
extension or relinquishment of surface rights
acquired and maintained in force for the Area.

2.1.2 Labour
2.1.2.1 CONTRACTOR’s Expatriate staff

2.4.2.1.1 CONTRACTOR's Expatriate staffs
lother han 2.1.2.1.2 below:

The salaries and benefits of CONTRACTOR's
lexpatriate staff working for CONTRACTOR or
assigned to Operating Company, other than
lunder 2.1.2.1.2 below, shall be cost recoverable
as follows:

- Contractual Salary in Syria as determined by
rCONTRACTOR, plus:

- A percentage of the Contractual Salary in
S.A.R. (to be agreed between COMPANY
and CONTRACTOR) deemed to cover the
costs, allowances and benefits attached to
the assignment in S.A.R. Such percentage
shall be reviewed from time to time by
COMPANY and CONTRACTOR. After
such review, if COMPANY and
CONTRACTOR mutually agree to amend
the agreed percentage, then such new
percentage shall become effective from
the date when such request was made in
writing, plus
.- Income tax due in Syria
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.

1.2.12 CONTRACTOR's Expatriate Field-
ased Staff (Rotating Staff)

he salaries and benefits of CONTRACTOR's
xpatriate staff working for CONTRACTOR or
Lssigned to Operating Company, who are field
Eased (Rotating  Staff), shall be cost
ecoverable as follows:

contractual Salary in Syria as determined by
iICONTRACTOR, plus:

Income tax due in Syria, plus:

Travel costs (which include business class air
ticket, hotel accommodation, meals, and local
itravel expenses in base country between the
iairport and home) plus:

leducation Assistance (children), plus:

lPension Fund (CONTRACTOR share), plus:

nﬂedicm insurance (CONTRACTOR share),
lus:

|IBase Country Social Insurance and Social
Security (CONTRACTOR shares), plus:

Performance Bonus, plus:

Miscellaneous (which includes work clothing
allowance, and visa costs).

21213 The level of Contractual Salary,
benefits and other allowances of
CONTRACTOR's expatriate staff determined by
CONTRACTOR will be consistent with policies
and practices generally applicable to
CONTRACTOR's international expatriate staff

seconded to CONTRACTOR's Affiliated
Companies.
ez
/A/
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;2 1.2.2 All staff other than staff provided for
:under 2.1.2.1 above.

2.1.2.21 The salaries and wages (including
Syrian income tax) of CONTRACTOR's and
Operating Company's staff (including staff
assigned by COMPANY) directly engaged in
the various activities under the Contract.

2.1.22.2 CONTRACTOR's and Operating
Company's staff (including staff assigned by
COMPANY) costs of holiday, vacation,
ssickness, disability benefit, living and housmg
-allowance, travelling allowances, bonuses and
'other customary allowances applicable to the
salaries and wages chargeable under
‘paragraphs 21221, 218, 2.1.10.1 and
2.1.10.3 of this Article 2.

21223 Cost of expenditures or
contributions made pursuant to law or
assessments  imposed by Governmental

authority in S. A. R. which are applicable to
labour cost or salaries and wages as provided
‘under paragraphs 2.1.2.21, 21222, 2.1.8,
-2.1.10.1 and 2.1.10.3 of this Article 2.

21224 CONTRACTOR's and Operating
Company's cost of established plans for
employees group life insurance, hospitalisation,
pension, retirement and other benefits of a like
nature which shall be applicable to the salaries
and wages of national employees, all as
chargeable under paragraphs 2.1.2.2.1, 2.1.8,
2.1.101 and 2.1.10.3 of this Article 2.
Severance pay will be charged at a fixed rate
applied to payrolls which will equal an amount
equivalent to the maximum liability for
severance payments as required by the
obligations of the Operator under the S.A.R.
Labour Law.
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L.1 .3 Materials

aterials, equipment and supplies purchased or
ported as such by CONTRACTOR or

Dperating Company.
7.1.3.1 Purchase

The actual costs, as incurred, of all materials,
equipment and  supplies purchased by
IcCONTRACTOR or Operating Company, plus
any related costs, after deduction of all
{discounts actually received.

b 1.3.2 Materials purchased by CONTRACTOR
lor Operating Company.

hllaterial required for operations shall be
purchased directly whenever practicable,
except that

CONTRACTOR or Operating Company may
purchase such material from CONTRACTOR's
Affiliated Companies' stocks outside the S.A.R.
under the following conditions:

2.1.3.2.1 New Material (Condition "A"):

New material transferred from
CONTRACTOR's or CONTRACTOR's Affiliated
Companies' warehouse or other properties shall
be priced at cost, provided that the cost of
material supplied is not higher than international
prices for material of similar quality supplied on
similar terms prevailing at the time such
material was ordered.
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.1.3.2.2 Used Material (Condition B" and "C"):

a) Material, which is in sound and serviceable
ondition and is suitable for reuse without
conditioning shall be classified as Condition
B" and priced at seventy-five percent (75%) of
ihe price of new material.

b) Material which cannot be classified as
Condition "B" but which is serviceable for
briginal function but substantially not suitable for
reconditioning shall be classified as Condition
"C" and priced at fifty percent (50%) of the price
of new material.

l(cc) Material, which cannot be classified as
ondition “B” or Condition “C”, shall be priced at
a value commensurate with its use.

‘(d) Tanks, buildings and other equipment
involving erection costs shall be charged at
applicable percentage of knocked-down new
lprice.

Materials

{e) Warranty of
CONTRACTOR:
CONTRACTOR does not warrant the material
imported to any extent beyond those warranties
that may be given in the dealers or
manufacturer's guaranty if any; and in case of
defective material credit shall not be recorded
untii adjustment has been received by
CONTRACTOR from manufacturers or their
agents.

imported by
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L.1.4 Transportation

Transportation of equipment, material and
lsupplies necessary for the conduct of activities.

?2.1.5 Services

2.1.5.1 Outside Services (the cost of
consultants, contract services and utilities
procured from third parties).

2.15.2 Cost of services performed by
COMPANY or by CONTRACTOR or their
Affiliated Companies in facilities inside or
outside the S.A.R.

Regular, recurring, routine services, such as
interpreting magnetic tapes, and/or other
analyses shall be performed and charged by
COMPANY and/or CONTRACTOR or their
Affiliated Companies under a Contract to be
approved under Article 6 of this Annex E.
Specific identifiable tasks undertaken by or for
geologists, geophysicists, engineers, lawyers,
accountants and others shall be charged by
COMPANY or CONTRACTOR or their
Affiliated Companies at agreed rates per
hour. Such rates shall be agreed by
COMPANY and CONTRACTOR at the time of
approval of the relevant Work Program and
Budget and the total cost of such services shall
not exceed the total included within such Work
Program and Budget, unless otherwise agreed.

Each of the above personnel shall keep
time sheets recording the amount of time
spent by them on the project and copies of
such time sheets shall be available for
inspection upon reasonable notice. Said
copies, and copies of any other documents
that are normally retained by
CONTRACTOR's Affiliated Companies (on
the grounds that they relate also to business
other than CONTRACTOR's) are deemed
by the Parties to be originals when certified
correct by the General Manager of
CONTRACTOR.

ﬁ’
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Use of COMPANY's and/or
CONTRACTOR's or their Affiliated
Companies' wholly owned equipment, shall
be charged at rental rate commensurate
with the cost of ownership and operation,
put not in excess of competitive rates
currently prevailing in the S.A.R.

In respect of Exploration operations,
CONTRACTOR's and its Affiliated Companies'
§recoverable rates agreed under this Article
:2.1.5.2 shall not include administrative
foverhead costs that are subject to Article
2.1.10.2 of this Annex E.

2.1.6 Damages and Losses:

All costs or expenses necessary to replace or
repair damages or losses incurred by fire, flood,
storms, theft, accidents or any other cause not
controllable by CONTRACTOR or Operating
Company through the exercise of reasonable
diligence. CONTRACTOR or Operating
Company shall furnish Non-Operators with
written notice of damages or losses incurred in
excess of ten thousand US. Dollars (US
$10,000) per occurrence, as soon as report of
the same has been received by CONTRACTOR
or Operating Company.

2.1.7 Insurance and Claims

The cost of any public liability, property damage
and other insurance against liabilities of
CONTRACTOR, Operating Company and/or
the other Parties or any of them to their
employees and/or outsiders as may be required
by the laws, rules and regulations of
GOVERNMENT or as the COMPANY and
CONTRACTOR may agree upon. The proceeds
of any such insurance of claim collected shall
be credited against operations.

If no insurance is carried for a particular risk, all
related actual expenditures incurred and paid
by CONTRACTOR or Operating Company in
settlement of any of losses, claims damages,
judgements and any other expenses, including
legal services.
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I

2.1.8 Indirect Expenses

Camp overhead and facilities costs such as
shore base, warehouses, water systems, road
systems, salaries and expenses of field
:supervisory personnel, field clerks, assistants
tand other general employees indirectly serving
the Area.

12.1.9 Legal Expenses

All costs and expenses of litigation, or legal
services otherwise necessary or expedient for
ithe protection of the Area, including attorney's
fees and expenses as hereinafter provided,
together with all judgements obtained against
*Operator or Non-Operator or any of them on
taccount of the operations under the Contract
fand actual expenses incurred by Operator or
tNon-Operator hereto in securing evidence for
‘the purpose of defending against any action or
claim prosecuted or urged against the
operations or the subject matter of the Contract.
In the event that there are actions or claims that
i prejudice the interests contained in the Contract
and that are handled by the legal staff of one or
more of the Operator or Non-Operator,
appropriate charges may be borne by the
operations for rendering such services as
Operating Expenses.

32.1.10 Indirect Administrative Overhead and
General Expenses

12.1.10.1 While CONTRACTOR is conducting
! Exploration activities, the cost of staffing and
" maintaining CONTRACTOR's head office in the
' S.A.R. and/or other offices established in the
. S.A.R. other than field offices which will be
. charged as provided in Article 2.1.8 of this
: Annex E above and CONTRACTOR who are
; temporarily assigned to and directly serving on
. the Area, which will be charged as provided in
* Article 2.1.2, of this Annex E.
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1102 CONTRACTOR’s aadministrative
verhead outside the S.A.R. applicable to the
.A.R. Exploration operations which will be
harged each month at the rate of four percent
4%) of total Exploration Expenditures while
{CONTRACTOR  is conducting  Exploration
;gactivities.
?;No other direct charges as such for
{CONTRACTOR's  administrative  overhead
routside the S.A.R. will be debited against the
;Exploration obligation. Examples of the type of
.costs CONTRACTOR is incurring and charging
‘hereunder due to activities under the Contract
‘and covered by said percentage are :

A) Executive Work - Time of executive
; officers

£

‘B) Treasury — Financial and Currency
-exchange matters.
C) Purchasing - Procuring materials,

equipment and supplies.
D) Exploration and Production - Directing,
:advising and controlling the entire project.

£
+

H

ZE) Other departments such as legal,
icomptrollers and  engineering, which
{contribute, time knowledge and experience to
fthe operation.

11
k3

{The foregoing does not preclude charging for
i direct service under Article 2.1.5.2 of this Article
2.

21.10.3 While Operatng Company is
conducting activities, Operating Company's
i personnel engaged in general clerical and office
work, supervisors and officers whose time is
: generally spent in the main office and not in the
! field, and all employees generally considered as
general and administrative and not charged to
' other types of expense, will be charged to
operations. Such expense shall be allocated
each Calendar Month between Exploration
operations and  Development operations
i according to sound and practicable accounting
. methods generally applied in the international
! petroleum business.
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2.1.11 Taxes

All taxes, customs duties, levies or other fiscal
imposts of whatever nature paid in S.A.R. by
CONTRACTOR or Operating Company other
than those covered by Article 18.2.1 of the
Contract.

2.1.12 Continuing CONTRACTOR Costs

Costs of CONTRACTOR's activities required
under the Contract and incurred exclusively in
the S.A.R. after Operating Company is formed.
No sales expense incurred outside the S.A.R.
may be recovered as a cost provided that it is
not exceeding one million USD annually.

2.1.13 Other Expenditures

Any costs, expenses or expenditures, other
than those which are covered and dealt with by
the foregoing provisions of this Article 2,
incurred by CONTRACTOR or Operating
|Company under approved Work Programs and
{Budgets.

:
H
H

2.1.14 Training Costs

Costs and expenses by CONTRACTOR and
Operating Company incurred pursuant to Article
16 of the Contract, except for the Training
Budget, which will be treated in accordance with
' Article 16.4 of the Contract.

7

i
H
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!
; Article 3
' Inventories

3.1 Periodic Inventories, Notice and
Representation

- At reasonable intervals as agreed upon by
 COMPANY and CONTRACTOR inventories
- shall be taken by Operating Company of the
: operations material, which shall include all such
materials, physical assets and construction
- projects.

~ Written notice of intention to take inventory shall
- be given by Operating Company to COMPANY
~and CONTRACTOR at least thirty (30) Days
. pbefore any inventory is to begin so that
‘ COMPANY and CONTRACTOR may be
‘represented when the inventory is taken.
- Failure of COMPANY and/or CONTRACTOR to
" be represented at an inventory shall bind them
' to accept the inventory taken by Operating
; Company who shall in that event furnish the
. Party, not represented, with a copy thereof.

32 Reconciliation and Adjustment of
" Inventories

- Recongciliation of inventory shall be made with
‘ the knowledge of CONTRACTOR and
COMPANY, and a list of shortages and
. surpluses shall be jointly determined by
. Operating Company, CONTRACTOR and
. COMPANY, and the inventory list will be
. adjusted by Operating Company.
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1

| Article 4
i

!
' Cost Recovery

4.1 Statement of Recovery of Costs and of
Cost Recovery Petroleum

- CONTRACTOR shall, pursuant to Article 7 of
_the Contract, render to COMPANY as promptly
- as practicable but no later than thirty (30) Days
after receipt from Operating Company of the

statement for Development and Exploration
‘activity for the last Calendar Month of each
Calendar Quarter, a statement for that
- Calendar Quarter showing :

(@) Recoverable costs carried forward
from the previous Calendar Quarter,
if any;

(b) Recoverable costs incurred during the
Calendar Quarter,

(c) Total recoverable costs for the Calendar
_Quatrter, (a) plus (b);

;(d) Value of Cost Recovery Petroleum taken in
-kind and disposed of by CONTRACTOR for the

Calendar Quarter,

'e) Amount of costs recovered for the

Calendar Quarter;

(f) Amount of recoverable costs to be
carried into the succeeding Calendar
Quarter, if any;

(g) Excess, if any, of the value of Cost
'Recovery Petroleum taken in kind and disposed
of by CONTRACTOR over costs recovered for
.the Calendar Quarter.
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“adjustments as a

!
42 Payments

If such statement shows an amount due to

' COMPANY, payment of that amount together
‘with any interest that may be due under Article
4.3.7 of this Annex

E shall be made in US.
Dollars by CONTRACTOR to COMPANY within
thirty (30) days of presentation of that
statement.

‘4.3 Audit Right

COMPANY shall have a period of twelve (12)
Months from receipt of any statement under this

" Article 4 in which to audit and raise objection to

any such statement. COMPANY and
CONTRACTOR shall agree on any required
result of such audit.
Supporting documents and accounts will be
available to COMPANY during said twelve (12)
Months period.
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féArticle 5

‘Control and Major Accounts
. 5.1 Exploration Obligation Control Accounts

. CONTRACTOR shall establish an Exploration
. Obligation Control Account and an off-setting
_contra-account to control therein the total
“amount of Exploration Expenditure reported in
‘the statement of Exploration activity prepared
_per Article 1.2.1 of this Annex E, less any
' reductions agreed to by COMPANY and
- CONTRACTOR following written exceptions
“taken by a Non-Operator pursuant to Article
'1.3.1 of this Annex E, in order to determine
_when minimum Exploration obligations have
- been met.

- 5.2 Cost Recovery Control Account

CONTRACTOR shall establish a cost recovery
Control Account and an offsetting contra-
“account to record therein the value of Cost
' Recovery Petroleum or Gas.

5.3 Major Accounts

 For the purpose of classifying costs, expenses
and expenditures for cost recovery as well as
for the purpose of specifying a date for the

fulfilment of the Exploration Obligations, costs,
expenses and expenditures shall be recorded in
maijor accounts including the following :

(a) Exploration Expenditures other than
Intangible Drilling Costs.

- (b) Development Expenditures other than
- Operating Expenses and Intangible Drilling
- Costs.

(c) Operating Expenses.

(d) Intangible Drilling Costs. Necessary sub-
accounts shall be used.
" Revenue accounts shall be maintained by
CONTRACTOR to the extent necessary for the

control of recovery of costs and the treatment of

Cost Recovery Petroleum.
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Article 6

' Pre-Auditing and Approval
Requirements

6.1 All contracts for the supply of goods or
" services from local or international sources, to
. be entered into for the purpose of the Contract
. by CONTRACTOR or Operating Company with
i third parties, including Affiliated Companies,
,and contracts of employment with respect to
- employees of CONTRACTOR, including those
! assigned for employment with Operating
: Company, the cost of which contracts will or is
. likely to exceed one hundred and fifty thousand
' US. Dollars (US $150,000) equivalent, are
| subject to pre-auditing by COMPANY.
: COMPANY may withhold its prior approval in
i respect of any such contract, if it considers:

. 6.1.1 that the costs of goods or services to be
~ supplied under the contract concerned are not
“in line with the international market prices for
- goods or services of similar quality supplied on
. similar terms prevailing at the time, provided
" however that locally manufactured purchases to
_ be made and services to be performed by local
_ contractors within the S.A.R. shall be subject to
 Avrticle 17 of the Contract.

' 6.12 That the costs to be incurred by
 CONTRACTOR or by Operating Company
under the contract concerned will not
- reasonably be required for the operations under
- the Contract.

6.2 In the case of contracts entered into by
the Operating Company, this pre-auditing
requirement by COMPANY will take into
" consideration Operating Company's purchasing
- procedures, its By-Laws and its Work Program
- as approved by its Board of Directors, which
shall not conflict with provisions of the Contract.

6.3  All contracts referred to under Article 6.1
of this Annex E, but with costs not exceeding
one hundred and fifty thousand US. Dollars (Us
$150,000) equivalent do not require pre-
auditing by COMPANY.

6.4 In respect of contracts subject to pre-
auditing according to Article 6.1 of this Annex E,
CONTRACTOR or Operating Company, as the
case may be, shall, before entering into such
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contracts, notify COMPANY to study the
recommended contract. =~ COMPANY shall
agree the details of procedures concerning pre-
auditing and relevant documentation
requirements with CONTRACTOR or Operating
Company as the case may be. Such
' procedures and documentation requirements
may be reviewed and revised from time to time.

6.5.1 COMPANY shall notfy CONTRACTOR
and Operating Company in writing of its
approval or refusal to approve such contracts
within twenty (20) Days after receipt of the
aforesaid notice. In case of absence of notice
of approval by COMPANY or absence of its
notice of refusal during this period, COMPANY
shall be deemed to have approved the contract
concerned, unless COMPANY asked for one
- further period in respect of contracts requiring
* longer period, provided that such further period
- should not exceed twenty (20) Days.

i In case of absence of notice of approval or
| notice of refusal to approve by COMPANY
. within this additional twenty (20) Days,
' COMPANY shall be deemed to have approved
. the contract concerned.

. 6.5.2 In the case of contracts of employment
- with respect to employees of CONTRACTOR,
including those assigned for employment with
Operating Company, COMPANY shall notify
. CONTRACTOR and Operating Company of its
approval or refusal to approve such contracts
within three (3) Months of the aforesaid notice.
" In case of absence of this notice, COMPANY
shall be considered to have approved the
contract of employment.

661If COMPANY shall notify CONTRACTOR or
Operating Company, as the case may be, that it
refuses to approve the proposed contract, it
shall state in the notice the reason for its refusal
in line with Article 6.1 and 6.2 of this Annex E,
and as soon as possible after having received
COMPANY's notice, COMPANY and
CONTRACTOR or Operating Company, as the
case may be, shall confer with each other in
connection with the problem thus presented, in
order to reach a solution that is mutually
satisfactory. ,
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6.7 For all costs and expenses related to
contracts which were subject to pre-auditing
and which have not been objected to by
COMPANY under Article 6.1 and 6.2 of this
Annex E, and which have been incurred by
CONTRACTOR or Operating Company, as the
. case may be, COMPANY shall advise
CONTRACTOR in writing with the necessary
i supporting reasons and within the periods
! specified in the Contract, if it considers:

6.7.1 that any particular costs and expenses,
recorded in the Statement concerned as having
been incurred by CONTRACTOR or Operating
Company, have not actually been so incurred;

6.7.2 that in the Statement concerned the
recording and the classification of any particular
costs and expenses incurred by
CONTRACTOR or Operating Company, is not
correct;

1 6.7.3 That the specification of the goods
: supplied and/or the executions of the services
i are not consistent with the provisions of the
contract which obtained prior approval.

. 6.7.4 Invoices issued to CONTRACTOR and
~ supporting documents are incomplete or
_ unavailable or, with respect to invoices
. rendered by subcontractors, areé not original.

" 6.8 After having received from COMPANY
- any written advice under Article 6.7 of this
Annex E, CONTRACTOR or Operating
- Company, as the case may be, shall confer with
COMPANY in connection with any objection
thus presented, and both parties shall attempt
to reach a settlement which is mutually
_ satisfactory.

69 If COMPANY and CONTRACTOR or
- Operating Company (as the case may be) fail to
reach agreement on an issue arising under
Article 6.8, such issue shall be referred to an
Expert appointed by mutual consent, such
Expert being an internationally recognised firm
~ of accountants/auditors, whose opinion shall be
binding upon the parties. Should the parties fail
to agree on the choice of Expert, the
appointment shall be made on request of either
party by the President of the Institute of
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Chartered Accountants of England and Wales.
Paying the expenditure objected to by the
company remains suspended till a decision will
be taken in this regard.

6.10 For all costs and expenses related to
contracts exceeding one hundred and fifty
thousand US. Dollar (US $150,000) equivalent
which have not been objected to by COMPANY
under this Article 6, COMPANY and
CONTRACTOR shall consider that the auditing
requirements stated in Articles 1.3.1 and 1.3.2
of this Annex E have been satisfied.
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