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PRODUCTION SHARING CONTRACT
BETWEEN AND AMONG
The KURDISTAN REGIONAL GOVERNMENT OF IRAQ (the “Government™);
AND

MURPHY CENTRAL DOHUK OIL CO., LTD.. a company established and existing
under the laws of the Commonwealth of The Bahamas, having its registered office at East
Bay St., P.O. Box §8-19084, Nassau, Bahamas (“Murphy”);

AND

PETROQUEST PETROL VE ENERJI SANAYi TICARET LIMITED SiRKETI, a
company established and existing under the laws of Turkey, having its registered office at
Mayn Akar Plaza Kat: 16 D:62 Esentepe Istanbul, Turkey

(cach & “Party” and collectively the “Parties”);

{A)  The Government wishes to develop the petroleum wealth of the Kurdistan Region (as
defined in this Contract) in a way that achieves the highest benefit to the people of the
Kurdistan Region and all of Iraq. using the most advanced techniques of market

S and i 4

encouraging
including Article 112 thercof;

In sccordance with the Constitution of Irag, the prevailing law of the Kurdistan
Region is the Kurdistan Region Law (as defined in this Contract), except with regard
to a matter wholly within the exclusive jurisdiction of the Govemment of Irag:

The Government intends to present to the NMational Assembly of the Kurdistan
Region a law or laws to authorise the Government, by contract or other authorisation,
1o exempt investors in long term projects relating to the conduct of petroleum
operations in the Kurdistan Region from Kurdistan Region taxation, to indemnify
such holders against liability to pay such taxation, and/or to guarantee the shility of
the applicable legal, fiscal and cconomic conditions of such projects; and

Each Contractor Entity is o company,

(i)  with the financial capability, and the technical kmowledge and wechnical
ability, to carry oul Petroleum Operations in the Contract Area (as defined in
this Contract) under the terms of this Contract;

{ii)  having principles of good corporate citizenship; and
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(fii)  willing to cooperate with the Government by entering into this Contract,
Wﬂ.mnﬂmwﬁwmmhmw

ustry, thereby promoting the of the Kurdistan
Region and Iraq and the social welfare of its people,

{E}) The partics affirm commitment to the Principles and Criteria of the Extraction
Transparencies Initiatives, EITL and adherence to its principles and criteria in
executing this Contract.

NOW, THEREFORE, THE PARTIES HAVE AGREED AS FOLLOWS

ARTICLE 1 - DEFINITIONS
Capitalised terms and expressions in this Contract shall have the following meaning,
unless otherwisc specified:
Abroad means outside of the Kurdistan Region and other parts of Traq.
Access Authorisation is defined in Article 17.9,
Accounts s defined in Article 15.1.

Accounting Procedure means the Accounting Procedure attached to this Contract as
Anancx B and constituting an integral part of this Contract.

Adjacent Contract Area [s defined in Article 34.1.

Adjustment Date is defined in Article 27.6.

Affiliated Company or Alfiliate means, as regards any of the companies or entities
constituting the Contractor, & company or oiher legal entity which:

(2)  controls a Contractor Entity; or
(b)  iscontrolled by a Contractor Entity; or
() controls or is controlled by & company or entity which controls a Contractor

but shall not include the Govermment in respect of a Public Company. For the
purpose of this definition, “‘control™ means direct or indirect ownership or control of
the majority of the voting rights of the applicable entity at its shareholders’ meetings
or their equivalent.

Agreed Terms is defined in Article 14.10(a).

Appraisal Area means the area defined in Article 12.2.

Appraisal Work Program and Budget is defined in Article 12.2.

Appraisal Report is defined in Articie 12.4,
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Appraisal Well means a well drilled for the purpose of evaluating the commercial
potential of a geological feature or a geological structure in which Petroleum has been
discovered.

Arm‘s-Length Sales means sales of Petroleum in freely convertible currencies
between sellers and buyers having no direct or indirect relationship or commeon
interest whatsoever with each other that could reasonably influence the sales price,
Such Arm's-Length Sales shall exclude:

(a)  sales between or among any of the Comtractor Entities and their respective
Affilistes;

b}  sales involving the Govermment or the Government of Trag; and

{c)  sales involving exchanges and any transactions not relating to normal
commercial practices.

Assets mcans all land, platforms, pipclines, plant, cquipment, machincry, wells,

facilitics and all other installations and structures and all Materials and Equipment.

Associated Natural Gas means (i) any Natural Gas dissolved in Crude Oil under

reservoir conditions and (i) any residue gas remaining afler the extraction of Crude

Ol froen @ reservoir.

Aundit Request Period is defined in Article 15.3(a).

Availuble Associated Natural Gas is defined in Article 25.1 .

Available Crade Ol is defined in Article 25.1.

Avallable Non-Assoclated Natural Gas is defined in Article 25.1.

Available Petroleum is defined in Article 25.1.

Barrel means a quantity of forty-two (42) US gallons as a unit 1o measure liquids, a1 a
temperature of sixty degrees (60%) Fahrenheit and pressure of fourteen point seven
(14.7) psl.

Budgets means any budgets prepared by, or on behalf of, the Contractor pursuant to
this Contract and forming parnt of an Exploration Work Program and Budget and/or an
Appraisal Work Program and Budget andior a Gas Marketing Work Program and
Budget and/or a Development Work Program and Budget and/or a Production Work
Program and Budget.

Calendar Year means a period of twelve (12) consecutive Months, commencing |
Janmary and ending on 31 December of the same year.

Capacity Building Account means a segregated bank account with a reputable bank
in the name of, and maintained by, the Government, the sole purpose of which is to
support and finance certain infrastructure and capacity building projects o be
identified by the Government in its sole discretion in the Kordistan Region.
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Capacity Building Payment means the obligation of the Contractor 1o psy an
amount equal 1o the Capacity Building Value

Capacity Building Payment Instalments mesns each obligation of the Contractor
10 pay -;;:a?-lqd 1o the Capacity Building Value as provided by Anicles 32.8

Capacity Building Payment Monthly Statement is defined in Article 12.8(a).

Capaeity Building Value means, in respect of any period of determination. an
amount in Dollars equal 1o the value, established in accordance with Aricle 27, of

thirty per cent (30%) of the Contractor's share of Profit Petroleum.
Chairman |5 defined in Article 8.1.

Commercial Discovery means a Discovery which is potentially commercial when
taking into account all wechnical, operational, commercial and financial data collected

o p - : includi by
reserves of Petroleum, sustainsble regular production levels and other material
technical, operstional, commercial and financial parameters, all in accordance with
prudent intemational petroleum industry practice.

Commereial Production means the production of Petroleum from the Production
Area in accordance with an annual Production Work Program and Budget.

Coastitution of Iraq means the permanent constitution of Iraq approved by the
people of Irag in the general referendum of 15 October 2005,

mnﬂﬂmﬁuﬂﬂ.hﬂiﬁhm&—inﬁ
are an integral part hereof, as well as any exiension, remewal, substitution or
amendment of this production sharing contract that may be agreed in writing by the
Parties in pccondance with Article 43.7.

Contract Area means the area described and defined in Annex A aftached to this
mﬂm-mmuumuqm
made to that Annex in accordance with the provisions of this Contract, through
amendments, surrender, withdrawal, extension or otherwise.

Contract Year means a period of twelve (12) consecutive Months starting from the
Effective Date or any anniversary of the said Effective Date.

Contractor means, individually and jointly, esch Contractor Eatity.

Contractor Entity means Murphy, Petroguest, and their permitied assignees pursuant
to Article 39, A holder of the Government Interest is not a Contracior Entity. Al
any time when there is only one entity constituting the Contracior, any reforence to
“the entilics constituting the Contractor” or the “Contractor Entitics™ or similar
reflerence, shall be construed as “the entity constituting the Contractor™. As of the
Effective Date, Murphy and Petroquest own sn undivided interest in the Petroleum
Dperations in respect of the entire Contract Area in the following percentages:
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Murphy 50%

Petroguest 30%

The balance of the interest in Petroleum Operations in respect of the entire Contract
Area, being twenty per cent (20%), is the Government Inierest as defined in Article
4.1.

Crude Oil means all liquid hydrocarbons in their unprocessed state or obtained from
Matural Gas by condensation or any other means of extraction.

Cumulative Costs is defined in Article 26.4.

Cumulative Revenues is defined in Article 26.4.

Decommissioning Cosis means all the costs and expenditures incumred by the

Contractor when carrying out Decommissioning Operations, including those defined
Procedure.

Decommissioning Operations means any works, together with all related and
auxiliary activities, for decommissioning andior removal andior abandonment and
making safe all of the Assets and site restoration and remediation related thereto in
relation to any Production Area.

Decommissioning Plan is defined in Article 38.7.
Reserve Fund is defined in Anicle 381 and inciudes all

Decommissioning
contributions paid into such fund and all interest accumulated such fund.
Deductible Amount is defined in Article 35,12

Point means the point afler extraction, specified in the approved

Plan for a Production Area, at which the Crude Oil, Associated Natural

Gas andior Non-Associated Natural Gas is metered for the purposes of Articke 27.5,

valued for the purposes of Article 27.1 and ready to be taken and disposed of,

consistent with prudent international petroleum industry practice. and at which a Party

may acquire tithe 10 its share of Petroleum under this Contract or such other point
which may be agreed by the Parties.
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Eavironment Fand s defined in Articke 23.9.
Eguipment and Maicrials is defined in Articke 19.1.

foregoing auxiliary
for the conduct of the foregoing activities,
Exploration Period is defined in Article 6.
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Exploration Rental is defined in Article 6.3.
Exploration Well means any well drilled for the purpose of confirming a geological

structure or stratigraphic unit in which no Discovery has previously been made by the
Cantractor.

Exploration Work Program and Budget means the exploration work program and
budget preparcd pursuant to Article 11.1.

Export Crude Od is defined in Article 24.2.

Export Non-Associated Natural Gas is defined in Article 24.2.
Export Petroleam is defined in Article 24.2.

First Exploration Well is defined in Article 10.2(d).

First Production means the moment when Commercial Production of Crude Ol or
Non-Associated Natural Gas (as the case may be) first commences, by flowing at the
rate forecast in the Development Plan withowt interruption for a minimum of forty
cight (48) hours.

Force Majenre is defined in Article 40.2.

First Sub-Period is defined in Article 6.2(a).

Gas Development is defined in Article 14.10.

Gas Marketing Costs means all costs and expenditure incurred by the Contractor
when camying out Gas Marketing Operations. including those defined in the
Accounting Procedure.

Gas Marketing Operations means any and all of the sctivities and operations
contemplated by Article 14.6.

Gas Marketing Work Program and Budget means the marketing work program
and budget prepared pursuant 1o Article 14.8.

Government laterest is defined in Anicle 4.1.

Government of Iraq means the Federal Government of the Republic of Irsq, which
holds office under the Constitution of Iraq and any minister, ministry, department,
sub-division, agency, authority, council, committec, or other constituent element
thereof and shall, without limitation. include any corporation owned and/or controlled
by any of the forcgoing.

Imternational Market Price is defined in Article 27.2,
Iraq means the entirety of the Republic of Irag, including the Kurdistan Region.
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Joint Operating Agreement means the agreement executed by the Coatractor
‘Entities for the purpose of regulating between such entities the terms under which the
Petroleum Operations will be conducted, which agreement shall be: (n) based upon
the 2002 Association of Intemational Petroleum Negotintors (“AIPN™) Model Joint
Operating Apreement and consistent with prudent inlemational petroleum industry
practice; (b) as between such entitics, supplementary to this Contract and (c)
consistent with the provisions of the Contract.

Kurdistan Region Law mesns all statutes, decrees, edicts, codes, orders, rules,
ordinances and regulations of the Governmesat or of any other local, municipal,
territorfal, provincial, or any other duly constituted governmental authority or agency
in the Kurdistan Region,

Kurdistan Region (] and Gas Law mecans the (il and Gas Law of the Kundistan
Region — Irag (Law No, 22 of 2007) as the same may be amended.

Law means all applicable laws including the following: constitutional law, civil law,
common law, imtemnational law, equily, reaties, statutes, decrees, edicts, codes,
orders, judgements, rules, ondinances and regulations of amy local, municipal,
territorial, provincial, federated, national or any other duly constituted governmental

authority or agency.
LCIA is defined in Article 42.1(b).

LIBOR means the London Inter-Bank Offered Rate at which Dollar deposits for one
(1) Month are offered in the inter-bank market in London, as quoted in the Financial
Times of London fior the day in question. In the event that such rate is not published in
the Financial Times, it shall mean the London Inter-bank Offered Rate at which
Dollar deposits for one (1) Month are offered for the nearest day as quoted by
Mational Westminster Bank ple.

Lass or Expense is defined in Amicle 32.13(c).
Management Commitiee is defined in Aricle 8.

Mazimum Efficient Rate (“MER™) is defined in Article 16.12.

Minimum Exploration Obligations is defined in Anticle 10.1.

Minimum Financial Commitment means:

{a)  inrespect of the First Sub-Period, the amount set out in Article 10.2(d); and
(by  in respect of the Second Sub-Period, the amount set out in Article 10.3.

Month means a calendar moath according to the Gregorian calendar,
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Murphy Capacity Building Bonus is defined in Article 32.2.1.
Murphy Signature Bonus is defined in Anticle 32.1.1,
Natural Gas means all gnscous Petroleum and inerts,

Non-Associated Natural Gas means any Natural Gas which is not any Associated
Natural Gas.

Notice of Dispute is defined in Aricle 42.1.

Operator means Murphy which, in the name and on behalf of the Contracior, shall
carry out all Petroleum Operations. If at any time there exists more than one (1)
Operator under this Contract, any reference herein to the term ‘Operator’ shall be 1o
each Operator with respect to the pants of the Contract Area in which such Operator
conducts Petroleam Operations.

Party or Parties means the Government and‘or each Contractor Entity and/or the
Comiractor,

Permits means all licences, pormits, consents, authorisations or other permissions, as
the contexi requines.

Person shall include natwral and juristic persons (including corporations and
governmental agencies).

Petroleum means:

{a)  any naturally cccurring hydrocarbon in a gaseous or liquid state;

(b)  any mixture of naturally occurring hydrocarbons in a gaseous or liquid state;
or

(c)  any Petroleum (as defincd in paragraphs (a) and (b) above) that has been
returmed 1o @ Reservoir.

Petroleum Costs means all costs and expenditure incurred by the Contractor for the
Petroleum Operations, and which the Contractor is entitled 10 recover under this
Contract and its Accousting Procedure, including Decommissioning Costs,
Production Costs.

Petroleam Field means o Reservoir or group of Reservoirs within a comman
geological structure or siratigraphic unit, which may become part of a Production
Arca pursuant 1o 8 Development Plan.

Petroleum Operations means all Exploration Operations, Gas Marketing Operations,
Development Operations, Production Operations and Decommissioning Operations,
as well as any other activities or operations dircctly ot indirectly related or connected
with the said operations (including health, safety and environmental operations and
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activities) and authorised or contemplated by, or performed in accordance with, this
Contract.

Petroquest Capacity Building Bonus is defined in Article 32.2.2.
Petroques! Signature Bonus is defined in Anicle 32.1.2,
Pipeline Costs is defined in Article 33.5,

Production Area means such sreas within the Contract Area designated s &
production area in an approved Development Plan prepared pursuant o Amicle 12,
For the avoidance of doubl. all superjacent or subjacent strata of the Reservoir in
which a Commercial [Mscovery is located are automatically included in the relevant
Production Area.

Production Boaws means any bonus due pursuant o Article 32.3 or 32,4,

Production Costs means all the costs and expenditure incumed by the Contractor in
carrying out the Production Operations, including those defined in the Accounting

mwmwmwmamwm

the Production Area to the Delivery Point.
Production Rental is defined in Article 1310,

Preduction Work Program and Budgel shall mean the production work program
and budget prepared pursuant to Article 13.6.

Profit Crode Ol is defined in Article 26.1.

Profit Natural Gas is defined in Article 26.1.

Profit Petrolenm is defined in Article 26,1

Proposed Contract is defined in Article 14.100a).

Public Compamy means a public company duly regisiered and incorporated in the
Kurdistan Region and regulated by the Goversment under the Kurdisian Region Oil
and Gas Law.
Fﬁoth_uﬁﬂmimlﬂ‘nmnMumﬂlnﬂn

entity, a member of the Kurdistan National Assembly or a member of the
Governmenl.

o

F
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Quarter means a period of three (3) consecutive Months starting on the first day of
January, April, July or October respectively.

Reservolr means a subsurfisce rock formation containing an individual and separate
natwral accumulation of producible Petroleum charactcrised by a single natural
pressure system.

Revenues is defined in Articlke 26.4.
“R"™ Factor is defined in Articke 26.4.

usd-mﬂsaub.ﬂﬁg—ﬂ,armﬁpulafﬁw"iﬁm
to receive Capacity Building Payment Instalments from the Comtractor, whether for a
lump sum payment or in instalment payments, and whether the purchaser assumes all
payment risk and all risk as 1o the amount of Capacity Building Payment Instalments,

Raoyalty is defined in Article 24.1.
Second Exploration Well is defined in Article 10.3.

Second Sub-Period is defined in Article 6.2(b).Semester means a period of six (6)
consecutive Months starting from the first day of January or July ively.

Semior Represeniatives is defined in Article 42.1(a).

Subcomtracior means any entity of any contracting tier providing services and/or
undertaking works relating 1o the Petroleum Operations directly or indirccily on
behalf of, the Contractor or any Contractor Estity.

Sub-Period and Sub-Periods are defined in Article 6.2.

Tax or Taxes means all current or future levies, duties, payments, charges,
mmummmmmumnduum
sales or transaction based tax, corporation tax, income tax, capital gains tax, stamp
duty, land tax, registration tax, capital and wealth tax, profit tax, dividend tax or
withholdings, transfer tax, customs duties, branch or permanent establishment tax or
withholdings, tx on income from movable capital and fixed tax on transfers) or
contributions payable to or imposed by the Government.

In this Contract, unless the comtext otherwise requires or is specifically otherwise
stated:
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headings are to be ignored:
“including” and skmilar words do not imply any limitations;
singular inclodes plural and vice versa; and

reference to an “Article™ is to an article of this Contract and to a “Pamagraph”™
is 10 a paragraph in the Accounting Procediire.

ARTICLE 2 - SCOPE OF THE CONTRACT

is & production-sharing arrangement with respect to the Contract Area,
whereby the Government has the right, pursuant o the Comstitution of Img. w
regulate and oversee Petroleum Operations within the Contract Area.

The purpose of this Contract is 1o define the respective rights and obligations of the
Parties and the terms and conditions under which the Contractor shall carry out
Petroleum Operations.

wmhﬂmuwmuwum
right and authority to conduct all Petroleum Operations in the Contract Arca as
detailed in Article 3.

The Contractor shall conduct all Petroleum Operations within the Contract Area al
its sole cost, risk and peril on behalf of the Gevernment, pursuant to this Contract,

including the following operations:
{a)  Technical Services
Mufﬂmhuﬂmwmmly

The respoasibility for funding the Exploration Operations and, in the event of
& Commercial Discovery, Development, Production and Decommissioning
Operations, pursuant to this Contract,

For the funding of Petroleum Operations, each Contractor Entity shall be
entitled 10 have recourse to extemnal financing from either its Affiliated
Companies or from any third parties.

Administrative Services

Implementation of all appropriate management and administration techniques
for execution of the Petroleum Operations under this Contract, in accordance
with prudent intcrnational petroleum industry practice.
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During the term of this Contract. the Comtractor shall be responsible w the
Government for the conduct of Petroleum Operations within the Contract Area
pursuant 1o the terms of this Contract,

Natural resources other than Petroleum shall be excluded from the scope of this
Contract, even if the Contractor discovers any such resources when executing its
obligations pursuant to this Contract.

The Contractor shall only be entitled to recover Petroleum Costs incurned under this
Contract in the event of a Commercial Discovery. Recovery of Petroleum Costs shall
‘occur within the limits provided under Article 25.

During the term of this Contract, Profit Crude Oil, and/or Profit Natural Gas produced
from Petroleum Operations shall be shared between the Parties in accordance with the

provisions of Article 26,

For the exccution of Petroleum Operations under this Coniract, the Contracter shall
have the right 10:

(a) frecly sccess and operate within the Contract Arca, as well as any facilities
associated with the Petroleum Operations, wherever they may be located;

(L] freely use access roads located within the Contract Area and outside the
Contract Area for the construction, installation, maintenance, operation and
removal of pipelines and other facilities required for the Petroleum

hubuud,m,dmﬁﬁsduydhwuﬂmm
inside or outside the Contract Area for the Petroleum Operations;

use any qualified forcign and local personnel and/or Subcontractors required
fior the conduct of Petroleam Operations in accordance with Articles 22 and

authorisation of the Goverament (such suthorisation not to be onreasonably
m:m-dhmﬂnﬂub-'myﬂuﬂm
required by the Government of Irag;

import any goods, materials, equipment and/or services required for the
Petroleum Operations in accordance with Articles 19, 22 and 30; and

ﬁubm“umhh“wﬁmm-dh
Govermment will assist the Contractor with facilitating the use by the
Contractor of any private property in the Kurdistan Region.

ARTICLE 3 - CONTRACT AREA

The initial Contract Area covers the Central Dohuk Block and extends over an arca of six
hundred and nincteen square kilometres (619 km®), as detailed and indicated on the map
attached in Annex A.
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Latitude Longiwde X (mf?) ¥ (mMN)
min sec) min sec)
37 03 06 423519 285 577 4103 317
370523 42 40 25 293 240 4107 147
370541 425701 317 832 4107 347
3701 46 425710 379 4100 106
36 59 2% 4301 06 321 658 4095 T15
365130 4254133 313 596 4081 196
365126 4235024 307 438 4081 196

8™\ miS| e g

The Government, by execution of this Contract, hereby validates and approves the foregoing
co-ordinates of the Contract Area.

The total area of the Contract Area may be reduced only in accordance with the provisions of
this Contract.

ARTICLE 4 - GOVERNMENT PARTICIPATION
4.1  The Government shall participate in this Contract through a Public
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resuli in the transferor or iransferee holding less than a five per cemt (3%)
participating interest.

In the event of such an assignment 1o another Public Company, for the purposes of
Article 37 of the Kordistan Region Oil and Gas Law, the Government Interest so
assigned shall be deemed to be held by the Gevernment and in accordance with the
principle in Article 16.13, the Public Company to which such Government Interest is
transferred will be individually and separately liable (and not jointly and severally
liable with the Contractor Entities) o the Government for its obligations, duties and
liabilities under this Contract and the provisions of Article 4.4 shall apply.

Any failure by any Public Company to perform any of its obligations or to satisfy any
of its duties or lisbilities under this Contract shall not be considered as a default of the
Contractor Entities and shall in no case be invoked by the Gevernment 1o lerminate
this Contract or exercise any other rights or remedies in respeet of such default that
may be available to it

The capacity of a Public Company, as it may arise pursuant 1o the provisions of this
Contract, shall in no event cancel or affect the rights of the Contractor Estities io
seck to settle o dispute or to refer such dispute 10 arbitration of expert determination in
accordance with the provisions of Article 42.

A Public Company may assign part or all of its Government Interest 10 a third party or
parties (not being a Public Company) and for the avoidance of doubt the provisions of
Anticles 39.1, 192 and 39.3 shall not apply. Any such assignee shall have the same
rights and responsibilitics held by the Public Company prior wo the assignment.

For the avoidance of doubt, following any assignment by a Public Company of part or
all of a Government Intcrest w0 a third party which is not a Public Company, in
mmnwamam«umwmun 02
and 39.3 shall apply 1o any subsequent assignment of such

ARTICLE 5 - OPERATOR

The Contractor hereby designates Murphy 1o act as the Operator on behalf of the
Contractor in respect of Petroleum Operations.  The Contractor shall st any time
have the right i appoint another entity as the Operator, upon giving the Government
nol less than thirty (30) days prior written notice of such appointment.

The Comtractor shall submit 1o the Goverameni for comment any agreemeni (o
amend the Joint Operating Agreemeni regarding or regulating the Operator's
appointment and its conduct of Petroleurn Operstions on behalf of the Contractor
pursuant (o this Contract prior to execution of such agreement.

In the event of the occurrence of either of the following, the Government may require
the Contractor 1o appoint another Contractor Entity as Operator as soon as is
reasonably practicable:
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if an order has heen passed in court declaring the hankrupicy, liquidation, or
dissolution of the Operator; or

if the Operator terminates the activities under this Contract delegated to it by
the Comtractor of & material proportion (hereof, and, as a resalt the
Contractor fails to fulfil i obligations under the Contract.

ARTICLE & - TERM OF THE CONTRACT
6.1  This Contract comprises an Exploration Period and 8 Development Period, as defined
below:

Exploration Period

The Exploration Period shall be for an initisl term of five (5) Contract Years,
mdablcmaywlyhm&umidadhﬂn:hﬁiﬂﬁ.ﬁ}upmlm
period of seven (7) Contract Years starting from the Effoctive Date. The initial sorm
of five {5) years shall be subdivided in two sub-periods as follows:

(a)  an initial sub-period of three (1) Contract Years (“First Sub-Period™); and
(b} & second sub-perind of two (2) Contract Years (“Second Sub-Period™),
each a “Sub-Period"” and collectively “Sub-Periods™.

It is understood that the right of the Contractor 1o sccede 1o the next Sub-Period or
any extension thereof parsuant o Article 6.6 shall be subject w0 fulfilment of the
Mini Exaslorstion Objigations: or friing werk chigetions: apyptioale o the
previous Sub-Period or exiension thereol pursuant 1o Article 6.6 (as the case may be).
During the Exploration Period, the Contractor shall pay 1o the Govermment, in
arrears, an annual surface remtal for the Contract Aren, as may be reduced by

from time o time parsuant 1o Article 7, of ten Dollars (US $10) per
square kilometre per Contract Year (“Exploration Rental™). Such Explomtion Rental
shall be considered as a Petroleum Cost and shall be recovered by the Coatractor in
accordance with the provisions of Articles | and 25,

If the Contractor decides not 1o enter into the Second Sub-Period, it shall notify the

m—m:mmmm prior 1o the expiry of the First Sub-Period. and
Period shall expire at the end of the First Sub-Period, unless the First

wumwp‘wmuamm

If the Contractor has fulfilled its Minimum Exploration Obligations for a Sub-Period
of the Exploration Period but considers that additional work is required prior:

{a) 1o deciding o submit an Appraisal Work Program and Budget as provided
under Article 12.2 in respect of o Discovery, or

(b) o deciding to declare & Discovery as a Commercial Discovery in accosdance
with Article 12.6(a) or 14.5(a), which additional work may include the
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ion and/or execation of an Appraisal Work Program and Budger as
provided under Article 12.2 and/or Gas Marketing Operations,

the Contractor will automatically be emtitled 1o extensions, esch of one (1) Contract

Year, of the then curreni Sub-Period, up 1o the end of the maximum Exploration

Period of seven (7) Contract Years, {as provided in Artick 6.2). The Costractor’s

notification of its intention 1o exercise such extension and its duration shall be

submitted in writing to the Govermment al least thirty (30) days prior to the end of

:umﬂhﬂdwmmw#mwmmﬁmw
)-

Without prejudice to Article 6.5, upon expiry of the initial term of the Exploration
Period, if the Coatractor considers it has not completed its exploration evaluation of
the Contract Area, the Govermment shall grant an extension of the Sccond Sub-
Period, provided the Contractor submils 8 request 1o the Government in writing al
least thirty (30) days prior to the end of such Sub—Period, together with a proposal for
s minimum work obligation for such extension. Any such extension shall not exceed
one Contract Year. Upon the expiry of such extension, if the Comtracior considers it
has still not completed its evaluation of the Contract Area. the Government shall
grant a further extension of one Contract Year provided that the Contractor provides
& request 1o the Gevernment in writing ut least thirty (30) days prior to the end of the
original extension. The obligation of the Government to grant the further extension
shall be subjort 1o fulfilment of the minimum work ebligations applicable 1o the
original extension.

Subject 1o Article 6.4, at any time during the Exploration Pericd, upon thirty (30) days
prior notice 1o the Government, the Contractor shall have the right to withdraw

from this Contract provided that the ouvistanding Minimum Exploration Obligations
relating to the then current Sub-Period have been compicted in accordance with the
Contract, or it has paid to the Governmeni the amounts specified in Article 10.2 or
Article 10.3, whichever is applicable 10 the then current Sub-Period.

If no Commercial Discovery has been made ai the cod of the Exploration Period
{including any extensions thereof) this Contract shall terminate.

If a Discovery is made within the maximum Exploration Peried of seven (7) Contract
Years (as provided in Article 6.2), and if the Contracior considers it his not had time
0 complete sufficient Gas Marketing Operations 0 declare the Discovery a
Commercial Discovery pursuant o Arnicle 12.6(z) or 14.5(a), the Contractor shall b
entitled to request en extension of the Explorstion Period (notwithstanding the
maximum period provided in Article 6.2), provided it 50 requests the Government in
writing at least thirty (30) days prior to the end of the maximum Exploration Period,
together with a proposal for Gas Marketing Operations (0 be undertaken during such
extension. If granted by the Goversment, any such extension shall not exceed two (2)
Contract Years. Upon the expiry of such extension, if it considers it has still not

Operations relating to such Discovery, the Contractor
shall be entitled to request a further extension of two (2) Contract Years provided that
it 50 requests the Government in writing at least thirty (30) days prior 1o the end of
the original extension, logether with a proposal for Gas Marketing Operations 1o be
endertaken during such extension.
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6.10 [ the Contractor considers that a Discovery of Crude Ol and any Associated Natural
Gas is & Commercial Discovery, the Comtractor shall have the exclusive right to
develop and produce such Commercial Discovery, pursuant to the terms of this
Contract, The Development Period for a Commercial Discovery of Crude Oil and
any Associated Natural Gas shall be twenty (20) years commencing on the declaration
of such Commercial Discovery by Contractor, in accordance with Article 12.6(a),
with an automatic right to a five (5) year extension.

If the Comtracter considers that a Discovery of Mon-Associated Notural Gas is a
Commercial Discovery, the Comtractor shall have the exclusive right 1o develop and
produce such Commercial Discovery, pursusnt to the terms of this Contract, The
Development Period for a Commercial Discovery of Non-Associated Natural Gas
shall be twenty (20) years, commencing on the declaration of such Commercial
Discovery by Comtractor, in acoordance with Aricle 12.6(z) or Article 14.5(a), with
an sutomatic right 1o a five (5) year extension.

If Commercial Production from & Production Area is still possible a1 the end of its
Development Period as defined in Articles 6.10 or 6.11 then, upon its request, the
Contractor shall be entitled to an extension of such Development Period under the
same lerms as those provided in this Contract. Such regquest shall be made in writing
by the Contrsctor at least six (6) Months before the end of the said Development
Period.

The term of any such extension of the Development Period shall be:

{a) five (5) Years for Crude Oil and any Associated Matural Gas, and/or

by five (5) Years for Non-Associated Natural Gas.

The Contractor shall have the right to terminate Production Operations for any
Production Area st any lime during the term of this Contract, subject to giving
notice 1o the Government of a1 least ninety (%0) days. This Contract shall ierminate

on the expiry date of the last Production Area or when Production Operations for all
Production Arcas have terminated.

ARTICLE 7~ RELINQUISHMENTS

Subject to the provisions of Aricles 7.2 and 7.3, the Contractor shall surrender
portions of the Contract Arca as follows:

(a) ot the end of the initial term of the Exploration Period referred 1o in Article
6.2, inchuding any exiensions referred 10 in Article 6.5, twenly five per cent
(25%) of the net area that is determined by subtracting the Production Arcas
from the initial Contract Area;
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at the end of the first extension period gramed under Article 6.9 afier the end
of the initial term of the Exploration Period referred 1o in Article 6.2, an
additional twenty five per cent (15%) of the net arca determined by subtracting
the Production Areas from the remaining part of the Contract Area; and

(¢} at the end of the Exploration Period (including all extensions thercof), all of
the remaining area that is not in & Production Area.

For the application of Article 7.1:

(8)  any areas already relinquished pursuant 1o Article 7.4 shall be deducted from
areas io be surrendered; and

(h)  the Comtractor shall have the right 1o determine the arca. shape and location
of the Contract Area 1o be kept, provided that such surrendered portions of the
Contract Arca shall be in contiguous blocks.

If the relinquishment referred 10 in Article 7.1 can only be achieved by including part
of an Appraisal Area, then these percentages shall be reduced o exclude such

Appraisal Area.

Dwring the Exploration Period. the Contractor may at the end of each Contract Year
surrender all or any pant of the Contract Area by writien notice semt 1o the
Government ai least thirty (30) days in advance of the proposed date of surrender,
subject 1o the provisions of this Article 7.4. Such voluntary surenders during the
Exploration Period shall be deemed equal o the obligntory relinquishments referred
to under Article 7.1. This Contract shall terminate in the event of the surmender of the
enlire Contract Area.

No surrender provided under Article 7.4 shall exempt the Coatractor from its
outstanding obligations under this Contract. In the event the Contracter elects 1o
surrender the entire Contract Area without having fulfilled the Minimum Exploration
Obligations relating to the then current Sub-Period as provided in Article 102 or
Article 10.3, the Comtractor shall pay to the Government the relevant outstanding
amounts as detailed in Article 10.2 or Articke 10.3, as the case may be.

The boundaries of the porion of the Contract Aren 1o be relinquished by the
Contractor shall be communicaied to the Government by writien notice al least
thirty (30) days in advance of the relevant date for relinguishment. pursuant 1o Article
T4

ARTICLE 8 - MANAGEMENT COMMITTEE

A Management Committee shall be established within thirty (30) days following the
Effective Date for the purpose of providing orderly direction of all maters pertaining
10 the Petroleum Operations and the Work Programs. Within such period, each of the
Governmeni and the Coniractor shall by written notice nominate its respective
members of the Management Committee and their deputles.
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The Management Commitiee shall comprise two (2) members designated by the
Government and two (2) members designated by the Contractor.

Upon ten (10) days nofice, esch of the Government and the Contractor may
substituie any of its members of the Management Commitice. The chairman of the
Management Committee shall be one of the members designated by the Government
{the *Chairman™). The vicechairman of the Management Commitice shall be one
of the members designaied by the Contracter (the “Viee-Chairman™). In the
shsence of the Chalrman, the Vice-Chalrman shall chair the meeting,

Each Party shall have the right 1o invite a reasonable number of observers as deemed
necessary o attend the meetings of the Management Commities in 4 non-voting
capacity.

The Management Commitice shall review, deliberate, decide and give advice,
suggestions and recommendations to the Parties regarding the following subject
matiers:

(a)  Work Programs and Budgets:
{b)  the Costractor's sctivity reports;

{c)  production levels submitied by the Contractor, based on prudent international
petroleum industry practice;

(d)  Accounts of Petroleum Costs;

(c)  procurcment procedures for potential Subcontractors, with an estimated sub-
contract value in excess of ene million Dollars ($1,000,000), submitted by the
Contractor in accordance with Article 19.3;

N Development Plan and Budget for each Production Area;

(g)  any matier having a matcrial adverse affect on Petroleum Operations;

(h)  any other subject mater of 2 material nature thai the Parties are willing 1o
onsider.

Each of the Gevermmeni and the Contracior shall have one (1) vole in the
Management Commitice. The Management Committee canmot validly deliberate
unless each of the Government and the Coatractor is represented by at lesst one (1)
of its members or its deputy.

mmmmmmummmmq
subject matier being submined. In the cvent the Management Commitice cannot
reach ununimous agreement, a second mecting shall be held within fourteen (14) days
o discuss the same subject matter and attempl to reach a unanimous decision.

Except as provided for in Article 8.4 and Anticle 83, in the event that no agreement is
reached ol the second meeting, the Chairman shall have the tie-breaking vote.
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84 Inthe event that, during the Exploration Period, no agreement is reached at the second
meeting of the Management Commiitee, as provided for in Article 8.3, or unanimous
approval is not obtained, as required pursuant 1 Article B.5; then the proposal made
by the Contractor shall be deemed adopied by the Management Commitiee.

Motwithstanding the provisions of Article 8.3, and subject to Article 8.4, unanimous
approval of the Management Committee shall be required for:

(a)  approval of, and any material revision 1o, any Explorstion Work Program and
Discovery

(b) approval of, and any material revision o, the Development Plan. the
production schedule, lifling schedule and Development and Production Work
Programs and Budpets;

{c) establishment of rules of procedure for the Management Commitice;

(d)  any insurance issues over which the Management Commitiee has authority;
approval of, and any material revision to, procurement procedures for goods
andior services, submitted by the Comtractor in accordance with Article 19.3
{unless such procedures have been deemed approved by the Management
Committee in accordance with Article 19.3);

(f  opproval of, and any material revision w, any proposed pipeline project,
submined by Contractor in sccordance with Anicle 33.3;

()  approval of a first rase bank in which to place the Decommissioning Reserve
Fund, in sccordance with Article 38.1;

(W) approval of, and any material revision to, any proposed Decommissioning
Plan submitted pursuant to Article 38.7 on any Decommissioning Work
Program and Budget or Gas Markefing Work Program and Budget;

(i)  any Terms of Reference which are required 1o be prepared and agreed for the
purposes of expert determination, pursuant o Article 42.2;

(1] approval of any costs im excess of ten per cent [ 10%6) above any Budget: and
(k)  any matter having a material adverse effect on Petroleun Operations.
Ordinary meetings of the Management Commitiee shall take place in the Kurdistan
Region, alternately at the offices of the Government and those of the Contractor, or
ai any other location agreed between Partics, at least twice a Contract Year prior 10
the date of the first Commercial Discovery and three times a Contract Year thereafter,

Eih'&eﬂm“mhﬂhﬁ'“rmﬂmﬂndhyﬂ*ofm

Petroleum 1
matters to be discussed at the mecting. to the other Party. The Management
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Committee may from time to time make decisions by comespondence provided all the
members have indicated their approval of such decisions in such correspondence.

Unless at lenst one (1) member or its deputy of each of the Government and the
Contractor is present, the Management Committee shall be adjourned for & period
not 1o exceed eight (8) days. The Party being present shall then notify the other Party
of the new date, time and location for the moeting.

The agenda for meetings of the Management Committee shall be prepared by the
Coatractor in sccordance with instructions of the Chairman and communicated 1o the
Parties at least fifteen (15) days prior to the date of the meeting. The agenda shall
inchude any subject matter proposed by either the Government or the Coatractor,
Decisions of the Management Committec will be made ai the mectings The
Contractor shall be responsible for preparing and keeping minutes of the decisions
made at the meetings, Copies of such minutes shall be forwanded to cach Party for
review and approval. Each Party shall review and approve such minuies within ten
(10) days of receipt of the drafi minutes. A Party who fails 1o notify in writing its
approval or disapproval of such minutes within such ten (10) days shall be deemed to
have approved the minutes.

If required, the Management Commitiee may request the crestion of 8 technical sub-
commitiee or any other sub-committee (o assist it Any such sub-commitice shall be
composed of a reasonable number of experts from the Government and the
Contractor. After cach mecting. the technical sub-commitiee or any other sub-
commitiee shall deliver a writien report 10 the Management Committee.

Management Committee or any technical sub-committes or any other sub-commities
shall be considered as Petroleum Costs and shall be recovered by the Contractor in
accordance with the provisions of Articles | and 25.

ARTICLE 9 - GUARANTEES
Each Contractor Entity shall provide the Goverament, if so required by the latter

pursuant (o writien notice received by the Contraetor Entity within thirty (30) days
of the Effective Date, with & corporate guaraniee in a form as shall be sgreed in good

completion
sct oul in Article 10.2(d) or expenditure of such Minimum
Financial Commitment, whichever is the earlier.

Not later than sixty (60) days afier the commencement of the Second Sub-Period,
cach Contractor Entity shall provide the Government, il so required by the latter
jpursuant to written notice received by the Contractor Entity within thirty (30) days
of such commencement date, with 3 corporate guarantee in:
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the form substantially agreed between the Government and ench Contractor
Entity for the First Sub-Period, if any, subject to making the changes
mbhhrmhummmmbmlywﬁm
Sul or

{b)  if there is no agreed form, in a form as shall be agreed in good faith between
the Government and cach Contractor Entity not later than nincty (90) days
afler the Gevernment’s notice,

and provided in each case that such corporate guarantee shall be given only in respect
of the Minimum Financial Commitment for the Second Sub-Period and thar such
corporaie guaraniee shall expire sutomatically upon completion of the performance of
hMWMﬂﬂhAﬂhthamﬁﬁﬂmﬂ
Minimum Financial Commitment, whichever is the earlier.

In the event of an assignment by a Contractor Eatity in accordance with Article 39,
the refevant third party assignee shall provide the Government if so required by the
laticr pursuant to written notice given to such assignee within thirty (30) days of the
effective date of the assignment, with a corporate guaramtee in the form agreed
pursuant (¢ Article 9.1 or 9.2, as applicable 10 the then current Sub-Period or, in the
absence of any such agreed form of corporate guarantee, in a form as shall be agreed
in good faith between the Government and such assignee not ksier than ninety (90)

Commitment, whichever is the earfier. Furthermore, the assignment to the relevant
third party assignee shall reduce the extent of the existing Contractor Entity
accordance with the relevant third party percentage

The Coatracter shall start Exploration Operations within thiry (30) days of
WMWﬂhmwmmﬂWh
accordance with Article 8, The Contractor shall perform geophysical
and/or drilling works as provided under Anicles 10.2 1o 103 (the “Minimum
Esploration Obligations”). If applicable, the said Minimum Exploration Obligations
shall be performed during each Sub-Period in sccordunce with prudent international
petroleum industry practice.
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102  During the First Sub-Period, the Contractor shall:

1a)

(€}

@

carry out geological and geophysical studies, comprising the fllowing:

(i)  the compilation of 2 technical database;

(i) the performance of a remote sensing study; and

(iii) & field visit to verify initial geological and geophysical work and

carry out a data scarch for exising data specific o this Contract Area,
comprising the Following:

(i) well datn, if available, for example, electric logs;
(ii)  seismic data and gravity data, if available; and
{iii)  reprocess selsmic data, if available;

perform field work comprising structural, stratigraphic snd lithologic mapping
and sampling; and

drill one (1) Exploration Well (the “First Exploration Well”). including
testing and coring as appropriate, committing for this purpose a minimum
financial mount of twenty million Dollars (LS $20,000,000).

m!ﬂwﬂ%uﬁﬂwﬂamm
for this purpose @ minimum financial smount of twenty million Dollars
(UIS$20,000,000), unless the data from the First Exploration Well demonstrates that
there is nol 4 reasonable technical case for drilling the Sccond Exploration Well in the
Contract Area.

jons in Articles 102 to 10.3, for the execution of the

Notwithstanding the provisions
Minimum Exploration Obligations under Articles 10.2 1o 103, it is agreed as follows:

(a)
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Minimum Exploration in the Second Sub-Period shall only apply
in the event the Contracter has not clected to nofify the Government that it
will not enter into the Second Sub-Period, in accordance with and subject to
Article 6.4,

having spent the total Minimum Financial Commitment for such Sub-Period,
it shall be deemed 10 have satisficd its Minimum Exploration Obligations for
such Sub-Period.

M
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Fach Exploration Well shall be drilled to the depth agreed by the Management

Committee unless:

(i the formation is encountered ot a lesser depth than originally
anticipated;

{ii)  basemnerl is encountered at a lesser depth than originally anticipated;

in the Contractor's sole opinion continued drilling of the relevant
Exploration Well presents a hazard due to the presence of sbnormal or
unforeseen conditions;
insurmotntable lechnical problems are encountered rendering it
impractical 1o continue drilling with standard equipment; or

(¥)  peroleum formations are encounmtered whose penetration requires

laying protective casing that does not enable the depth agreed by the
Management Committee to be reached.

If drilling is stopped for any of the foregoing reasons, the Exploration Well
mummmuﬂmummwwhu—pﬂ
Commitiee and the Contractor shall be deemed 10 have satisfied its

Exploration Obligations in respect of the Exploration Well

Any geological or geophysical work carried oul or any seismic data scquired,
processed or inierpreted or any Exploration Well drlled or any other work
performed in excess of the Minimum Explomtion Obligations andior any
amounts spent in excess of the total Minimum Financial Commitment in any

given Sub-Period, shall be carried forward to the mext Sub-Period or any
extension period and shall be taken into account to satisfy the Minimum
Exploration Obligations and/or the total Minimum Financial Commitment for
such subsequent Sub-Period or exiension period.

For the avoidance of doubt, if: (i) in the First Sub-Period, the Contractor
performs any of the Minimum Exploration Obligations prescribed for the
Second Sub-Period in Article 10.3; and {ii) the Contractor has not clected o
notify the Government that it will not enter into the Second Sub-Period (in
accordance with and subject o Articlke 6.4), the performance of such
Minimum Exploration Obligations shall be deemed to salisfy the same
Minimum Exploration Obligations for the Second Sub-Period.




ARTICLE 11 - EXPLORATION WORK PROGRAMS AND BUDGETS

Within forty-five (45) days following the Effective Dute, the Contractor shall
mwmwmmm.mmmm

budget relating 1o Exploration Operations (the “Exploration Work Program and
Budget™) for the remainder of the Calendar Year, Thereafter, no later than | October
in each Calendar Yeur, the Contractor shall submit a proposed Exploration Work
Program and Budget to the Management Commitiee for the following Calendar Year.

Each Exploration Work Program and Budget shall include details of, but not be
limited to, the following;

(a) work 1o be undertaken:
(b)  materials, goods and equipment to be acquired;

cost estimate of services to be provided, incloding services by third parties
and/or Affiliated Companies of any Coatractor Entity; and

(d)  estimated expenditures, broken down by cost centre in accordance with the
Accounting Procedure.

The Management Committes shall meet within sixty (60) days following its receipt of
Coatractor’s proposal 0 examine and approve the Exploration Work Program and
Budget.

If the Government requests any modification 1 the Exploration Work Program and
Budget, the Management Committee shall mect to discuss the Exploration Work
Program and Budget and proposed modifications thereio within the sixy (60) day
period referred 10 in Article 11.3. The Contractor shall communicate its comments
on any such requesicd modifications to the Governmest sl the meeting of the
Management Commitiee or in writing prior to such meeting.

The Coutractor shall be authorised to make expenditures not budgeted in an
approved Exploration Work Program and Budget provided that the aggregate amount
of such expenditures shall not exceed ten per cent (10%) of the approved Exploration
Work Program and Budget in any Calendsr Year and provided further that such
excess expenditures shall be reported as soon as is reasomshly practicable to the
Management Committee. For the avoidance off doubt all excess expendiiures shall be
recovered by the Contractor in accondance with the provisions of Articles | and 25,
provided that any excess expenditures above the ten per cent {10%) limit shall only be
recovered with the unanimous approval of the Management Committee.

In cases of emergency. the Costractor may incur such additional expenditures as it
deems necessary o protect life, environment or property. Such additional

and shall be recovered by the Contractor in sccordance with the provisions of
Articles | and 25.
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ARTICLE 12 - DISCOVERY AND DEVELOPMENT
121 I the :.:Iliqnfﬂ Exploration Well results in a Discovery. the Contractor shall

the Management Commitiee or in writing prior 10 such meeting.
The Appraisal Work Program and Budget shall include the following:

of the Appraisal Work Program and Budget.
The Costrsctor shall be suthorised (0 incur expenditures not budgeted in an
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recovered by the Contractor in accordance with the provisions of Artickes | and 25,
provided that any excess expenditures above the ten per cent (10%) limit shall only be
4 the i Management Commitiee.

| of the

. - e

Appraisal Report
124 The Contracter shall submit a detailed report relating o the Discovery (the

isal Report™) w0 the Management Commitiee within ninety (90) days

following completion of the Appraisal Work Program and Budget.
The Appraisal Report shall include the following:

(a)
(b)
(<)
(Ch
(]
U]
]

geological conditions:
physical properties of any liquids;

iy i and
Ip wailer

type of substances obained:
Natural Gas composition;
production forecast per well; and

a preliminary estimate of recoverable reserves.

126 Together with its Appraisal Report, the Contractor shall submit a writien statement
o the Management Commitlee specifying that:

)
(b)

()

d)

the Contractor has determined that the Discovery is a Commercial Discovery:

the © has de inexd that the Discovery is not a Commercial
Discovery,

the Contractor has determined that the Di y is & signifi D ¥
which may b a il D y subject w additional explortion
and/or appraisal works within or outside of the Appraizal Area; or

the Contractor has determined that the Discovery is a significant Discovery
of Non-Associated Natural Gas, which may become a Commercial Discovery
subject 1o Gas Marketing Operations, in accordance with Article 14.5.

In case the statement of the Comtractor comresponds W Article 12.6(c), the
Coatractor shall submit a Work Program and Budget (o the Committes
within thirty (30) days following such statcment. Any well drilled to evaluate the said
significant
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Discovery shall be considered an Exploration Well.
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128 If the Discovery has been declared a Commercial Discovery by the Comtractor
pursuant to Article 12.6(a) or Article 14.5(a), the Comtractor shall submit a proposed
Mm?hbhwmmmhﬁdo*y(llﬂ}
days following such dech lop Plan shall be in accordance with
mmmmmwlﬁﬂmﬂﬂw
Goverament, such Development Plun shall include details of the following as
applicable:

@

()
(c)
)
()

(]
4]

)
i
(1]
k)
m
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the delimitation of the Production Area, taking into account the results of the
Appraisal Report regarding the imp of the Petrolk Field within the
Appraisal Area;
drilling and completion of Development Wells;
drilling and completion of water or Natural Gas injection wells;
laying of gathering pipelines;
installation of separators, tanks, pumps and any other associnted production
and injection facilities for the production;

and portation of Petrok to the p ing and g
facilities onshore or offshane;
laying of export pipelines inside or outside the Contract Area 1o the storage
facility or Delivery Point;
construction of storage facilities for Petroleum;
plan for the utilisation of Associsted Natural Gas

g n ! with Article 23;

a preliminary decommissioning and site restoration plan:
all contracts and arrangements made o 1 be made by the Contractor for the
sale of Natwral Gas;

fo the extent available, all contracts and arrangements made or 1o be made by
Persons in respect of that Natural Gas downstream of the point at which it is 1o
be sold by the Contractor and which are relevant to the price st which (and
other terms on which) it is to be sold by the Comtractor or are olherwise
relevant to the determination of the value of it for the purposes of this
Contract, but not beyond the point at which it is first disposed of in an Arm’s
Length Sale;

each Contractor Entity’s plans for financing its imerest, if any; and

E
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any other operations not expressly provided for in this Contract but reasonably

The Management Cominitiee shall use its best efforts to approve the Development
Plan within sixty (60) days afler its receipt of such plan. The Development Period for
each Commercial Discovery within o Development Man shall be extended for the
mummmummmmuywutmum
10 8pp the Development Plan. The Development Plan
ﬂhmwb,mu_irunmmh
representatives on the Management Commitiee, indicates its approval in writing.

If the Government requests any modifications 10 the Development Plan, then the
Management Commitiee shall meet within sixty (60) days of receipt by the
Coatractor of the Governmeat’s written notification of requested modifications
wwaummmmdwlhmn
e on any such requested
nmwuhmmumw
Any modification approved by the Management Committee at such meeting or within
nmw«m:mmmuuduhunqmuw
into the Development Plan which shall then be d d appr

If the Comtractor makes several Commercial Discoveries within the Contract Area
each such Commercial Discovery will have a separste Production Area. The
mﬂumumwnnmmmw
uucm—mmm&um mmﬁhﬂmﬁn

Arca. In case the arca d by the C ial D beyond the
maummﬂnumm“mumm
is mot the subject of a Petroleum Contract (as defined in the Kurdistan Region Oil and
Gas Law) with a third party, the provisions of Article 34,2 shall apply.

ARTICLE 13 - DEVELOPMENT AND PRODUCTION WORK PROGRAMS AND

o na—uuwmm
Conatractor shall start the Development Operations. for the C ial Discovery in
accordance with the Development Plan and prudent intemational petroleum industry
practice,

Approval of Development Works Program and Bedget
132 Within ninety (90) days following approval of the Developmeni Plan by the

wmmmum-ﬂ-ﬁmmw
Development Operations (the
mmh"-dW}uhu!Huhﬂum
d of the Develop Thereafter, no later than |
Mhﬂtm’l‘n,hcmmmmhw
Committee updates in respect of its Deveh Work Program and Budget. To

£

‘v
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enable the Management Committee to forecast expenditures, each Development Work
Program and Budget shall include detiils of the following:

(@) works 1o be carried out;
(b)  material and equipment 1o be acquired by main catepories:

(€} type of services to be provided, distinguishing between third parties and
Affilised Companies of any Contractor Entity; and

(d)  categories of general and administrative expendit

irmmmuum rwm-dwumuuhy
the Government, the Management Commitiee shall meet 10 discuss the Development
w«tawmwumummmm{mﬁw
mmmimmmwmm Budget. The
r\_—_n_“

provisions
above the ten per cent (10%6) limit shall
Committee.

only be recovered with the unanimous approval of the Management
In cases of emergency, the Contractor may incur such additional expenditures as it

and shall be recovered by the Contractor in accordance with the provisions of Articles
1 and 25,

Approval of Annual Production Works Programs asd Budget

13.6  No later than | October of the Calendar Year preceding the estimated commencement

of production pursuant 1o an approved Development Plan and thereafter no later than
1 October in each Calendar Year, the Contractor shall prepare and submit o the
Management Commitiee a proposed work program and budget for Production
npummeﬂﬂ-mhnr—-lhmnrum
Calendar Year. To enable the Managemem Ci
Muh"dﬁumdhﬁﬂuhhwidhiﬂw

(a)  works 1o be carmied out;
(b)  material and equif 10 be acquired by main categories;
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(c) type of services to be provided, distinguishing between third partics and
Affilisted Companies of any Contractor Entity; and

(d)  cutegories of general and sdminisirative expenditure.

1f any modification to the Production Work Program and Budget is requesiod by the
Government, the Management Committee shall meet to discuss the Production Work
Program and Budget and proposed modifieations thereto within sixty (60) days from
its receipt of the proposed Production Work Program and Budget. The Comtractor
shall communicate its comments on any such requested modifications to the
Government 3t the mesting of the Management Committee or in writing prior to such
meeting.

T iorion Wieh Fregs s Dt ettt i A e
approved Production Work Program
of such expenditures shall not exceed ten per cent (10%) of the approved Production
Work Program and Budget in any Calendar Year and provided further that such
excest expenditures shall be reported as soon as reasonably practicable to the
Management Committee, For the avoidance of doubt, all excess expenditures shall be
d by the C in rdance with the provisions of Articles | and 25,
provided that any excess expenditure above the ten per cent (10%) limil shall oaly be
recovered with the unanimous approval of the Management Committee.

hundred Dollars (USS100) per square Kilometre per Contract Year
mmmmmumﬂuﬁn-mcmndﬂl
in accordance with the provisions of Articles 1 and

Use for the Peiroleum Operations

14.1 To take account of specific conditions relating to Natural Gas and 10 promote its
development in the Kurdistan Region, the Government will grant specific benefits to
materially similar o those contined in this Contract,

including, consisteni with the Kurdistan Region Oil and Gas Law, more generous
mmmﬂhmﬂmﬂmdMMﬂm
Petroleum than in respect of Crude Oil.
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(a) the Contractor has determined that the Discovery is a Commercial Discovery;
or

(b) the © has detcrmined that the Discovery is not a Commercial
Discovery.
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Fwﬁemdﬁhm%mw“mm
under this Comtract relating to the mark of Non-A
Mn;-y'mhﬁmhﬁdumuwmhhuthm
Matural Gas and/or 1o find a ly viable technical means of extraction of
such Non-Associsted Natural Gas and may include activities relsted 10 evaluating the
quaniities of Mon-Associaied Naiural Gas to be sold, iis quality, the peographic
location of potential markets to be supplied as well as evaluating the costs of
production, transportation and distribution of the Non-Associated Natural Gas from
the Delivery Point to the relevant markel.
Mmﬂmﬂmmmmmummdm
activities in relation 1o the Gas Markefing Op iy

Costs,

No later than | October of the Calendar Year preceding the Calendar Year in which

any Cas Marketing Operations are due 1o occur, the Comtractor shall prepare and

ﬂmmhwmmmmngMMﬂw
for the following Calendar Year. To enable the b
wummwmmnwulmw
lowing:

(2)  works 1o be carried owt;

(L] wdmﬁuhhmmwmwp—uuﬂ
Affilisted companies of any Contractor Entity; snd

© gories of general and administrative expenditure

If any modification to the Gas Marketing Work Program and Budge is requested by
the Governmeat, the Management Committee shall meet w0 discuss the Gas
Marketing Work Program and Budget and proposed modifications thereto within sixty
(60) days from its receipt of the proposed Gas Marketing Work Program and Budget.
The Comtractor shall communicate iis comments on any such reguested
maodifications 1o the G at the ing of the Management Commitiee or in
writing, prior 1o such meeting.

The Costractor shall be suthorised 1o incur expenditures not budgeted in an
approved Gas Marketing Work Program and Budget provided that the aggregate
amount of such expenditure shall not exceed ten per cent (10%) of the approved Gas
Marketing Work Program and Budget in any Calendar Year and provided further that

M i i expenditures

MwmmhmﬁMMﬁMHlﬂH.

mﬁdhwmm&udﬂwhhpﬂnﬂ(lﬂ) limit shall only be
i with the approval of the Management Commillee.

If any Non-Associsied Natural Gas is discovered within the Contract Area. and the
Contractor reasonably considers that the Non-Associsted Natural Gas Discovery will
mhac«—nﬂmu’mmﬁﬂc«mmw:ﬂl

itled 1o dm to this Contract, with its reasoms. The
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Government shall in good faith give reasonable consideration 10 the Coniractor’s
proposed amendment and reasons and the Parties shall in good faith attempt 1o agree
on the necessary amendments to the Contract. If the Partics are unable to agree an
such d and the Exploration Period expires without the Contractor having
declared such Discovery to be a C ial Discovery in accordance with Article
12.5(a) or Article 14.5(2), and subsequently within a period of eight (&) years from the
end of such Exploration Period, the Government reaches agreement with any third
party 10 develop such Discovery (the “Gas Developmeat™). then the following
provisions shall apply:

(=) cither befiore or upon agreement in relation to the Gas Development having
been reached (and whether or not such agreement is recorded in a fully termed
production sharing and/or operating or other like agreement), but before such
agreement is signed (the “Proposed Contract”) (subject only to the rights of
cach Contractor Entity to pre-empt such Proposed Contract pursuant to
Article 14.10(b) and such conditions as may be applicable), the Government

praciicsble afier the occurrence of such
circumstances, serve on each of the Comtractor Entities, a notice to that
effect and shall with such notice provide such information and main terms of
such agreement as the Comtractor Eatitles may reasonably request to
determine if they will exercise their rights (the “Agreed Terma”), including:

{i) the identity of such third party:
iy the effective date of the Proposed Contract;

(i) the applicable commercial terms, including bonuses, royalties, cost
recovery, profit sharing, taxation and any other similar terms; and

(iv) all and any material conditions 1o which the Proposed Contract is

lemmmmm,hemr—iwﬂlnﬁkﬂl
T o o e Mo s St
reasonably requested by any Contractor Emtity. in one

eighty days (180) days afler receipt of a notice and any further information
under Article 14.10{a) in relation 0 a Proposed Contract esch of the
Contractor Entities shall elect either:

{i) 10 enter into the Proposed Contract on the same or substantially similar
terms to the Agreed Terms, with the right to cost recover all Petroleum
Costs incurred under this Contract against all Petroleum revenues
received under the Proposed Contract, up 1o any cost recovery limits
set oul therein: or

(i) to waive the aforesaid right of pre-emption in relation 1o the Proposed
Contract;

and shall serve notice accordingly upon the Gowversment and all the
Contractor Eatities and in default of receipt by the Government of any such

a5
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notice within such period of one hundred and cighty (180) days suc
Contractor Entity shall be deemed conclusively 1o have served a motice
electing to waive its aforesaid right of pre-emption in relation to the Proposed
Contract.

In the event that more than one of the Ci
under Article 14.10(b)i) in relation o the

mmng_hnw&hmidhwmm
or in such other proportions as such Contractor Entities shall agree between
them,

In the event that one of the C Entities ises its rights under
Article 14.10(b){i) in relation 1o the Proposed Contract then the Government
shall transfer or grant the whole of the interest in the Proposed Contract upon
the Agreed Terms (in accordance with 14.10(b)(i)) to such Contractor Entity.

In the cvent that none of the Contractor Entities exercises its rights under
Article 14.10(b)(i) then the Govermmeat may enier into the Proposed

cease 1o apply in relation w the Proposed Contract.

14.11 Hhmnﬂbm&l&hldmnﬂmn‘dhm

14.12 Flaring of Matural Gas in the course of activities provided for under this Contract, is
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ARTICLE 15- ACCOUNTING AND AUDITS
mmmwhhmhummmmdmm
Operations and all Petroleum

expenditure incurred
mMﬂﬂhhﬁh-pﬂhﬂdﬁu(ﬂmmm
which are made available 1o the Go d with the provisions of
umuuwuumwmmmuww
accordance with p 1 petroleum

and in accordance
wﬁhmm’ﬂn‘ ing Proced: The A shall be kept in
mmﬂﬂlhhmmhhmdmm

MnlwmqthuNuﬂumddmﬁhﬁ?w,hm
shall submit 1 the Government a ¥ of all Petroleum Costs i

during the said Calendar Year. The summary statement shall also include a profit
calculation pursuant to the provisions of Article 26

The Government shall have the right:

fa)  to request an audit of the Accounts with respect o each Calendar Year within
a period of two (2) Calendar Years following the end of such Calendar Year
(the “Andit Request Period”); and

1] uﬁ-mmwmmuwmm
ice to undertake or assist the Government

= P

industry
'hlnhlﬂlhmﬂ.
paragraphs (a) and (b) of this Article 15.3, the Government shall

Motwithstanding
have the right to sudit the Accounts with respect to each Calendar Year at any time in
the case of manifest error or fraud.

The reasonable cost of retaining an auditor purssant to Amicle 15.3 shall be bome by
the Comtractor and treated a5 a Petroleum Cost for the purpose of cost recovery
under Articles | and 25,

During the Audit Request Period for amy Calendar Year but not thereafter, the

ice, may requesi
¢ for its audit of Petroleum Costs.

Should the Government consider, on the basis of data and information available, that

the C: made a material mistak ulﬂehqwhmﬂh

Accounts and considers that amy corrections, adjustments or amendments should be

made, the Govermment shall make any audit exceptions in writing and notified 1o the

Contractor within six (6) Months of the date of request referred to in Articke 15.3,

ﬂﬂmhﬂumﬁ‘hmﬂh‘ﬁ.ﬁduﬂhdﬂduhm
of the of the C 's A

=

n

‘Q‘%\
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request & meeting with the Government. The Government shall within thirnty (30)
mauw;mwummmﬂhmm
&mm IF thereafter there siill exists
a nt b the G -dl:w the dispute will be
settled in accordance with Article 15.9.

In addition to the snnual statements of Petroleum Costs as provided in Article 13.2,
ummmummmmmw
ik as required p to Article 16.3,

Any dispute between the Partics under this Article 15 that cannot be settled amicably
within sixty (60) days of the Government’s final notice under Article 15.7, may be
ﬂ-hndh-mmhmlnfdﬂuﬂMGMMH

i of

with the provisions of Article 42.1.

ARTICLE 16 - CONTRACTOR'S RIGHTS AND OBLIGATIONS

16.1

If ot done already, within ninety (90) days following the Effective Date, cach
Contractor Entity shall open an office and appoint a permanent representative in the

Kurdistan Region, who may be cted by the G with regard 0 any
matter relating to this Contract and will be entitled o any pondh
addressed to such Contractor Entity,

Conduct of Petrolewm Operations
162 The Contractor shall carry out all Petroleum Operations in accordance with the

provisions of this Contract, prudent international petroleum industry practice and
applicable Kurdistan Reglon Law.

mmmmuwmummmﬂm
administration of Petroleum
w iin accordance with the

muwwlmhmm-m Mﬁllnurnnt
Contractor Entity, its and their Subcontractors, and the employees, consultants, and
agents of each of the foregoing. The Contracter and all such Persons shall at all
times have free acoess o the Contract Arca and any Production Areas for the purpose
of carrying out Petroleum Operations.

Information and Heports
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relating to Petroleun Operations. Said reports shall include detsils of the following:

(a) information and data regarding all Exploration Operations, Development
Operations and Production Operations (as applicable) performed during the

Year, including any quantities of Petroleum produced and sold;

(b}  data and information regarding any P ion facilities buill and operated
by the Contractor;

{c)  asiaiement specifying the number of personnel, their titke, their nationality as
well as a report on any medical services and equipment made available to such
personncl; and

(d) o descriptive stalement of all capital assets acquired for the Petroleum
Operations, indicating the date and price or cost of their acquisition.

16.4

The Contractor may freely use any Petroleum produced within the Contract Area for
the Petroleum Operations,

Supervision by the Government

16.5

The Cantractor shall at all times provide reasonable assistance as may reasonably be
requested by the Government during its review and verification of records and of any
other information relating to Pewroleum Operations a1 the offices, worksites or any
other facilities of the Contractor.

Upon giving reasonable prior notice to the Contractor, the Government may send a
reasonable number of representatives o the work-sites or any other [acilities of the

such reviews and verifications. The
representatives of the Govermment shall st all times comply with any safety
mwwhmuﬂmmdm*mm
hinder the th progress of the Petroleum Operations.

Access to Facilities

16.6

mnmdmmwhmmmﬁ
each Contracter Entity, its and their Sub and the consultants
ﬁwduﬂ&hﬂﬂu#mh.—dﬁumnﬂ
Contract Area and 1o any facilities for the Petroleurn Operations located within or
outside of the Contract Area or within or outside the Production Arca, for the purpose
af carrying out the Petroleum Operations.

LUse of Facilitics

16.7

mmhhhmumm-ﬁmw-
reasonable aumber of representatives of the Gevernment those of the Contractor's
facilities which afe mecessary to enable such representatives o perform iheir tasks
related to this Contract and the Kurdistan Region Oil and Gas Law including. in case

»
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of works to be performed on work sites, transportation, accommodation and board,
under the same conditions as those provided by the Contractor for its own personnel.

Notwithstanding Article 16.8, the Government shall indemnify and hold b

cach Contractor Entity against all losscs, damages and liability arising under any
claim, demand, action or proceeding brought or initiated against any Comtractor
Entity by any representative of the Government in connection with the access 1o or
use of the facilities by such representatives.

Laoss or Damage

16,8 The Contractor shall be responsible for any loss or damage caused to third parties by
huhﬁm:pn:u-dnhl‘yuﬂﬁmly rwmﬁﬁm their negligence,
errors o omissions in d Region Law.

Intellectual Property Rights
169 In iis Petroleum Operations, the Contractor shall respect any patents belonging to
third partics,

16.10 The Comtractor shall as soon as rcasonably practicable inform the Government of
any material litigation relating 1o this Contract.

1611 The C shall impl & health, safety and environment program and take
mmhmhﬂbﬂiﬂuﬁl}m{mmﬂmmﬁ
in rda with prudent international petroleum industry

pn:&t.

Said measures shall include the following:

(a)  supplying first aid and safety equipment for each work area and maintaining a
healthy environment for personncl;

(b} reporting to the Gx ut within seventy-two (72) hours of such sccident,
any accidemt where personnel has been injured while engaged in Petroleum
Operations and resulting in such personned being unable 1w return to work:

{c)  implementing a permit-to-work procedure around hazardous equipment and
installations;

{d) providing safc storage arcas for explosives, detonators and any other
dangerous products used in the operations;

(e)  supplying fire-extinguishing equipment in each work area
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fmﬂ:eppnuufﬂquuﬁdofqhhwnﬂuﬁ:whﬂnﬂm
the environment or Petroleum Field, in s with prudent infernational
petroleum industry practice; and
(g)  for the purpose of preventing any involuntary injection of fluids in petroleum
m-&mammwwﬂu-muwm
fop | petroleum industry practice.

16.12 Subject to Article 43.2, in the event the production rate of the individual wells and
war.mmuuunmmmmm

Area 30 affected for a reasonable period of time in order to produce the Petroleum
which would otherwise have already been produced, had the MER for the individual
wells and Reservoir of the Petroleum Figld been maintained.

16,13 The respective rights, duties, obligations and labilities of the Government and the
Coatractor under this Contract are to be understood as being separate and individual
and not joint and several. The Parties agree that this Contract shall not create and
shall not be deemed to have crested a partnership or other form of association
between them.

16.14 The Government and, subject to Articles 32.11(a) and (b), cach Contractor Entity,
shall have the right and the obligation 10 take in kind and scparately sell or otherwise
dispose of their respective shares of Petroleum in accordance with Arficles 25, 26 and
27. Upon approval of the Development Plan, the Parties shall mect as soon as
practicable 1o reach a detailed agreement governing the lifting of Petroleum by cach
such Contractor Entity. Such lifling agreement shall include the following:

(@) the obligation of the Government and each Contractor Entity to lif,
regularly throughout esch Calendar Year, their share of Petroleum produced
from the Production Area;

(b)  notification
C Entity

ﬁ.h:ﬂmﬁiuﬁlmwﬂmwﬂﬁm

the right of the Parties 10 lift any Available Petroleum not scheduled for lifting
andior not lifled by the other Party during each such lifiing period.

© 2014 Kurdistan Regional Government, KRG

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=96

22



2/11/2014

Central Dohuk PSC - Murphy/Petroquest - 14/10/2010

Kurdistan Region Consumption Requirements
1615 mmmmlﬂﬂmﬁmmmg writien

qmummlhhcmﬂll
hwbmwmmmwm
sales price of such Crude Oil shall be the Intemational Market Price. The
Government shall provide the Contractor Entities with not less than six (6) Months'
advance written notice of its intention to buy such Crude Ol

Payments shall be made in Dollars and otherwise on terms consistent with prudent
international petroleum industry practice. The Coatractor Entities’ obligation to sell
Crude Oil to the Government shall be. with the other operators (inciuding the
Government) then producing in the Kurdistan Region, pro rata lo their respective
production rales,

The provisions of this Article 16.15 shall not apply to Non-Associated Natural Gas.

ARTICLE 17 - USE OF LAND AND EXISTING INFRASTRUCTURE

MWMMMWQMMHUMHM
K Region required for the Petrok provided, however. the
mmmmumqnudmmumﬂmnu
“The Contractor shall have the right to build and maintain, above and below ground,
any facilities required for the Petroleum Operations.

Ihthmnumyﬁrmﬂﬂufﬁehﬂmﬂpmmw—ﬂu
any land or property in the Kurdistan Region belonging to thind parties. the
Coatractor shall 0 reach amicable agreement with the owners of such
land. If such amicable agreement cannot be reached, the Comtractor shall notify the
Government. On receipt of such notification:

(a) the G shall determi of fon to be paid by
ﬁww&:mvm-ﬂlhhaMMu

ib)  the Government shall expropriate the land or property in accordance with
applicable Kurdistan Region Law, if such occupation will be long lasting or
makes it henceforth impossible to resume original usage of such land or
property. Amy property rights shall be scquired by and recorded in the name
of the Gevernment, but the Contractor shall be entitled free use of the land
or property for the Petroleum Operstions for the entire duration of this
Contract.

The of the comp in Article 17.2(a) shall be fair and rcasonable, in
accordance with Article 29 of the Kurdistan Region Ol and Gas Law, and shall take
into sccount the rights of the owner and any effective use of the land or property by
its owner at the time of occupation by the Costractor. All reasonable costs,
expenditures and fair and reasonable compensation (as required pursuant to Article 29
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Operations, the Contractor shall have the right in the Kurdistan
Region 1o clear land, excavate, drill, bore, construct, erect. place, procure, operaic,
ﬂdeﬂﬁhMmmm“ﬂm

shall have the right 1o select the location for these facilities.

For its Petroleum Operations, the Contractor shall have the right in the Kurdistan
Region, subject to compliance with applicable Kurdistan Region Law, 1o remove and
use the topsoil, fully-grown timber, clay, sand, lime, gypsum, sioncs (othcr than
precious stones) and other similar substances as required for its Petroleum Operations.

third parties are not deprived of their use.

The Governmeat shall have the right in the Kurdisian Region 1w build, operate and
maintain roads, rilways, airports, landing strips. canals, bridges, protection dams,
police stations, military instalistions, pipelines and ielecommunications networks in
the Contract Arca, provided this does not increase the costs, or compromise or have a
material adverse effeci on the performance of the Potroleum Operations. If the

Ay

A
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construction, operation and maintenance of such facilitics by the Government results
in increased cost or expense for the Contractor then, for the avoidance of doubt, such
cost and expense shall be considered Petroleum Costs and shall be recovered by the
Contractor in accordance with the provisions of Articles | and 25,

Upon request of the Contractor, the Government shall prohibit the construction of
residential or commercial buildings in the vicinity of facilities used for the Petroleum
Operations that may be declared dangerous duc to the Petroleum Operations and 1o
prohibit any inerference with the use of any facilities required for the Petroleum
Operations,

Access to the Contract Arca may be grantcd pursuant to an Access Authorisation, as
shall be defined in, and consistent with, the Kurdistan Region Oil and Gas Law, to
wuthorised third parties on reasonable terms and conditions (including coordination),
including Persons authorised 10 construct, install and operate structures, facilities and
installations, and to carry out other works, provided that nothing in the Access
Authorisation or in this Article 17.9 authorises the holder 1o drill a Well or to perform
any Petroleum Operations in Contract Area.

mm—mﬂwuwmm notice of any Access

submissions made by the Contractor nor in such 2 way that there is undue inmerference
with or hindrance of the rights and activitics of the Coatractor.

ARTICLE 18 - ASSISTANCE FROM THE GOVERNMENT
To the extent allowed by Kurdistan Region Law and Iragi law and at the specific
request of the Contractor, the Government shall take all ncocssary steps 10 assist the
Comtractor Estities in, but not limited to, the following arcas:
(a)  securing any necessary Permits for the use and installation of means of
e £

: o

(b)  securing regulatory Permits in matters of customs of impory/export;

{e)  securing emry and exit visas, work and residence permits as well as any other
Mmuumwgummu-dm
* foreign | (inclading their family members) working
hmmmﬂmwm«mmuw

of this Contract;

securing any necessary Permits to send Abroad documents, datn or samples. for
analysis or processing for the Petroleum Operations;

relations with federal and local authoritics and administrations, including for
the purposes of the remainder of this Article 18.1;

securing any necessary environmental Permits;
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obtaining any other Permits requested by any Comtractor Entity for the
Petroleum Operations:

(h)  access 1o any existing data and information, including dats and information
relating to the Contract Area held by previous operators or contractors; and

i providing all vy security for Petroleum Operations.

Within the scope of services 10 be provided under this Article 18, reasonable and duly
justified expenses incurred by the Govermment or paid 1o third partics shall be
wnhmﬂﬂhwmm-ﬂﬁlb

d bry the € as Petroleumn Costs in dance with the provisions of

The Comtractor shall supply, or procure the supply of, all materials, equipment,
machinery, tools, spare parts and any other items or goods required for the Petroleum
Operations (“Equipment and Materials™).

Said Eq and Maierials shall be provided by the Ci in accordance
mumwﬂm-ﬂm

As soon ns possible after the Effective Date. the Coniracior shall provide the
Management Commitiee with a copy of its procedures for procurement of Equipment
and Materials sndfor services for the Petroleum Operations as required by the

procurement within thirty (30) days after receiving such procedures,
the procedures shall be deemed spproved by the Management Commitiee.

The Contractor shall give pri Equi and Materials that are readily
uﬂhﬂ-ﬂ-ﬂmlﬁnnﬁﬂhn:‘vthjwﬂmmpm

mnmhmmmﬁhmmm
amwmm

ARTICLE 20 - TITLE TO ASSETS

During the Exploration Period. any Assets acquired by the Contractor for the
Petroleum Operations shall remain the property of the Contractor, the Coatractor
MHMwhm-hmqh

During the Dx Period, subject 10 Anticle 21, all Assets acquired by the
mhh" 1 Op shall b the p ty of the
G—-—nwhmﬁeﬁuﬁhmdmmﬁmmmw
the Contractor, or the end of the Contract, whichever is the carlier.
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The provisions of Article 20.2 shall not apply to any Assets leased by the Contractor
whﬂluu-ﬁﬁlﬂﬁmﬂnﬂﬂﬂr”whlﬂuh its or
itheir Subcontractors of its or their employees,

ARTICLE 21 - USE OF THE ASSETS

Each Contractor Entity shall have the exclusive right to use, free of any charge, all
Assets described in Article 20, both before and afler recovery of the cost of the same,
hhnmh%lmnuﬂnhqmmuhﬁ

in the Kurdistan R to which it or any of its Affiliates is a party,
P 1 that the Petroleum Operations take priority. The Govermment agrees nol to
mummaqdmmmummw:m
written approval,

The Contractor may freely move to the Contract Area any Assets from any
mmdumnmwﬁ_mmﬂuhﬂnm

-

ARTICLE 22 - SUBCONTRACTING

The Contractor shall ensure that any Subconiractors it engages have all the requisite
experience and qualificati

The Contractor shall give priority to Subcontractors from the Kurdistan Region and
ahmdhnhn—ﬁdrmmm
p:hih&uaﬁlﬁﬂﬂ“ﬂfﬂliﬂﬁ.dﬂlmﬂﬁ

commercial terms are, in the C ctor’s sole opini ble in all material

mm-mm

petrolewm industry.  Such Subconfractors must be bona fide Kurdistan Region

wﬂumnwmm&mﬂmﬁmhﬂw
mecessary resources and

Selection of Subcontractors shall take place in accordance with the procurement
procedures submitied by the Contractor 1o the Management Commitiee in
sccordance with Article 19.3 and approved by the Management Committee,

The Contracior shall provide the Government with copies of agreements entcred
into with Subcontractors, where their amoumt exceeds the limit sct by the
Management Commitiee from time to time.

ARTICLE 23 - PERSONNEL, TRAINING, AND TECHNOLOGICAL ASSISTANCE
Personne]

For the Petroleum Operati the Con ;ﬂ;mdmm
mummwm Kmlllnmﬂun
I capability, qualifications,
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232 The Contractor Enfities shall give duc comsideration to the sccondment of

Government personnel to the Coatractor Entities and of the Contractor Entities’
personnel (o the Government during the various phases of the Petroleum Operations,
Terms and conditions for such secondment shall be mutually agreed by the Parties
and any costs associated therewith shall be considered Petroleum Costs and shall be
recovered by the Contractor i ! with the provisions of Articles 1 and 25.

Each Contractor Entity and its Affiliates and Subcontractors shall have the right to
hire foreign personnel whenever the personnel from the Kurdistan Region snd other

parts of lrag do nol have the requisite lechnical capability, qualifications or
whpﬂmmbﬁiumﬂmﬂhmnl In the event
any such fores 1 andior a her of their family engage in activities or
mnm-hﬂbmdtmleﬁmln the Contracior shall, at the request
of the Management Commitiee, lake the necessary steps o repatrisle such

During the Exploration Period the Contractor shall provide two hundred and fifty
thousand Dollars (US$250,000) i advance each Contract Year to the Government
for the recruitment or secondment of personnel, whether from the Kurdistan Region,
other parts of Irag, or Abroad, 1o the Ministry of Nalural Resources. The sclection of
such personnel shall be at the discretion of the Minister of Natral R Such
costs shall be considered as Petroleum Costs and shall be recovered in accordance
with the provisions of Articles | and 25,

as prescribed by Article 23.7, is available after taking into consideration
of the Contractor Entities’ Kurdistan Region and other Imgi personnel.

wwmm:moruemmumm submit 10
ining plan for the remainder of the Calendar

‘l”m-lﬂull-lm:llﬂdf‘ dar Year, the C shall

a

‘ﬁT

© 2014 Kurdistan Regional Government, KRG

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=96

22



2/11/2014

Central Dohuk PSC - Murphy/Petroquest - 14/10/2010

submit a proposed training plan to the Management Commitiee for the following
Calendar Year.

ﬁlﬁluphuhdbhhﬂ:hﬂ#ﬂmmhwﬂm»h

of the of one hundred and fifty thousand Dollars (US$150,000)
hmhﬂm\'ﬂﬁmhm Period and three hundred
thousand Dollars (US$300,000) in advance for each Contract Year during the
Development Period.

Each Comiractor Entity shall be responsible for the training costs which it may incur
in respect of the personnel it employs from the Kurdistan Region and other pans of
Irag. All such reasonable costs shall be considersd as Petroleum Costs and shall be
recovered in accondance with the provisions of Articles 1 and 25. Costs incumed by
the Contractor for training programs for the Government’s personnel shall be borne
by the Contractor only to the extent that they are included in the Contractor’s
training plan, pursuant to Article 23.6 and shall also be considered as Petroleum Costs
and shall be recovered in accordance with the provisions of Articles 1 and 25. The
cost of all other training programs for the Government’s personnel shall be the
Government's responsibility.

The Eavironment Fund
239 The Ci ibute the of one hundred and fifty Dollars

(Uﬂlﬂl.ﬂﬂ)mdmaﬁﬁ“l?-huh&#ﬁuhﬂdﬂm

mmmﬂﬁumqmmm Such amounts shall

be deemed to be Petroleun Costs and shall be recovered in accordance with Articles |
and 25.

Any expenditure incurned by the Contractor under this Article 23 shall be considered
Petroleum Costs and shall be recovered in accondance with Articles | and 25.

Technological and logistical assistance
2.1 mmmdmmmvw.hmmulmum
Government

The Contractor shall pay 1o the Government a portion of Petroleum produced and
saved from the Contract Area. as provided in this Articke 24 (the “Royalty”).
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If payable in cash, the amount of the Royalty
provided under Article 24.4 shall be paid by the Contractor as
Government. in accordance with Article 24.7.

1f payable in kind, the quantity of Export Petroleum corresponding to the
calculuted by spplying the Royalty ratcs provided under Article
delivered in kind by the Contractor o the Government at the Delivery Poinl.
and risk of loss of the Royalty paid in kind shall be transferred at the Deli

Unless the Govermment requires the Royalty to be paid in kind, by

g

f
Fyl
gl

¥

very

*i

elected to receive the Rovalty in full and in cash for the relevant Quarter,

The Royalty due on any Export Petroleumn produced and saved in the Contract Area
shall be determined daily by applying the following rclevant Royalty rate, to the
Export Crude il or 10 the Export Non-Associated Natural Gas (as the case may be)
produced and saved on that day:

{a)  For Export Crude Oil: the Royalty rate for Export Crude Oil shall be ten per

cent (10%), which, for the avoidance of doubt, shall apply regardless of the
gravity of the oil; and

(b)  For Export Nom-Assockated Natural Gas: the Royalty rate for Export Non-
Associated Natural Gas shall be ten per cent {10%).

Associated Natural Gas and any other Petrolcum shall be cxempt from any Royalty.

If, pursuant 1o Article 24.3, the Govermment receives the Royalty in kind. and
pursuant 1o Article 28, the Government requests assistance for the sale of all or part
of the Royalty received in kind, cach Contracior Entity shall assist the Government
-%dlwﬂdﬂmﬂﬁﬁmm"ﬁh—ﬂ)

ion of a commission per Barrel payable 10 such Contractor Estity, in
mmmzl

IE, pursuant io Article 24.3, the Government receives the Royalty in cash:

{a) amy Expont Crude Oil shall be valued at the Intcmational Market Price
obtained at the Delivery Poinl, as defined in Article 27.2;
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myEmmNun-hmchdMnIGsthMnmwpﬂm
obtained at the Delivery Point under an app as provided in
Article 27.3;

the Contractor shall pay such Royalty each Quarter, in arrears, within thiry
(30} days of the end of each Quarter. and shall calculate the payment due for
the relevant Quarter by reference 1o the price for the Export Petroleum at the
Delivery Point, determined in accordance with paragraphs (a) and (k) above,
and the Royalty due on the Export Petroleum, determined in accordance with
Article 24.4, for the said Quarter; and

the Comtractor Entities shall be entitled to expon freely the volume of Expont
Petroleum corresponding to the Royalty determined iin accordance with Article

24,4 for the purpose of paying the Royalty in cash,

ARTICLE 15 - RECOVERY OF PETROLEUM COSTS

All Export Crude Oil produced and saved from the Contract Area shall, after
deduction of any quantities of Export Crude Oil due for Rovalty pursuant to Article
24, be considensd as “ Available Crude Oil".

All Associated ‘mmmummwﬁr
Mmmm-mh. L d in a
Petroleum Field, lost, Wumhuﬁwmﬂﬂhwu
“Available Associated Natural Gas™.

All Expont Non-Associated Natural Gas produced and saved from the Contract Area
shall, after deduction of any quantities of Export Non-Associated Natural Gas due for
Royalty pursuant to Article 24, be considered as “Available Non-Associated Natural
Gas™,

“Available Petroleum” means Available Crode O4il, Available Associated MNatural
Gas and Available Non-Associated Matural Gas.

For the purpose of this Article 25:

() any Awailable Crude Oil shall be valued at the Intemational Market Price
obtained a1 the Delivery Point, as defined in Article 27.2; snd

(b) any Available Assocised Natural Gas and any Available Non-Associated
Matural Gas shall be valued at the sctual price obtained at the Delivery Point
under an approved contract, as provided in Article 27.3.

Subject to the provisions of this Contract, from the First Production in the Contract
Area, the Contractor shall at all times be entitled to recover all Petroleum Costs
incurred under this Contract, of up to forty per cent (40%) of Available Crude Oil
(which, for the avoidance of doubt, shall apply regardicss of the gravity of the oil) and

Petroleum Costs shall be Profit Crude Oil.

e
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254 mmhmﬂummrum-umm

the Contractor shall at all times be entitled 1o
mmhc«muupuwwumamanmmmwm
Gas produced and saved within any Calendar Year. A
Naturnl Gas asbove this percentage or otherwise not used for the recovery of
Petroleun Costs shall be Profit Natural Gas.

For the application of Aricle 25.3 and 25.4, the Coatractor shall keep a detiled
mnrmmhwmmmmbw
Accounting P y of Petroleum Costs shall occur in the following

(a)  Production Costs;

()  Exploration Costs (including appraisal costs and further exploration within the
Contract Area);

fc)  Gas Marketing Costs;
(@)  Development Costs: and
] Decommissioning Costs.

Total recovery of Petroleum Costs during any Calendar Year, expressed in quantities
of Petroleum, shall not exceed the relevant percentages indicated in Articles 25.3 and
254. If in any Calendar Year, the Available Crude Oil and/or Available Non-
Associated Natural Gas do not allow the Contractor 1o recover all its Petroleum Costs
pursuant to this Article 25, the amount of un-recovered Petroleum Costs in such
Calendar Year shall be carried forward indefinitely 1o the subsequent Calendar Years
until afl Petroleum Costs are fully recovered, but, save as provided in Aricles 14.10
and 38.4, in no other case after the termination of the Contract.

The provisions of Articles 27.5 and 27.6 shall be applied to determine the quantities
of Available Crude Oil andior Available Non-Associated Natwral Gas duc to the
Contractor for the recovery of its Petroleum Costs.

The quantities of Petroleum corresponding 1o the share of Available Petroleum due to
the C for the y of iis Petroleum Costs shall be delivered 1o the
Contractor ai the Delivery Point. Title and risk of loss of such Available Petroleun
shall be transforred at the Delivery Point.

Each Contractor Eatity shall be entitled to receive, take in kind and to export freely
all Available Petroleum to which it is entitled for recovery of its Petroleum Costs in
accordance with the provisions of this Contract and (o retain Abroad any proceeds
from the sale of all such Available Petroleum. Petroleum Costs in each Production
Area shall be recovered from Available Petroleum from the Contract Area.

Subject io Article 38.4, for the avoidance of doubt, Petroleum Costs under this
Contract are not recoverable against other contract areas held by the Contractor.

© 2014 Kurdistan Regional Government, KRG

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=96

22



2/11/2014 Central Dohuk PSC - Murphy/Petroquest - 14/10/2010

ARTICLE 26 - SHARING OF PROFIT PETROLEUM
Under this Contract,
(&)  “Profit Petroleum” means Profit Crude Oil and Profit Natural Gas;

{b) “Profit Crude Oil" means the quantitics of Available Crude Oil and
Available Associated Matural Gas produced from the Contract Area, after the
recovery of Petroleum Costs, in accordance with Articles 1 and 25; and

{e)  “Profit Namral Gas” means the quantities of Available Non-Associated
Matural Gas produced from the Contract Area, after the recovery of Petroieam
Costs in accordance with Articles 1 and 25.

From First Production and as and when Petrolcum is being produced, the Contractor
shall be entitled 1o take a percentage sharc of Profit Crude Oil and/or Profit Natural
Gas, in consideration for its investment in the Petroleum Operations, which
percentage share shall be determined in accordance with Articke 26.5.

To determine the percentage share of Profit Crude (il and/or Profit Natural Gas to
‘which the Coatractor is entitled, the “R™ Factor shall be calculated in accordance
with Article 26.4 and shall be applied to the Contract Area.

“The “R™ Factor shall be calculated as follows:

R=XY

where:

X:  is equal to Cumulative Revenues actually received by the Contractor;
¥:  is equal o Cumulative Costs Iy i d by the Ce

For the purpose of this Article 26.4:

Mm“wmuaﬂum received by the
Contractor until the end of the rel dh ined in accordance with
Anticle 26.7,

“Revenwes’” means the total amount actually received by the Coatractor for recovery
of its Petroleum Costs and its share of Profit Petroleum in the Contract Arca.

Mwmam&-mwmwmnm
Contract by the Contractor until the end of the rel d in
accordance with Article 26.7.

the foregoing provisions of this Article 26.4, for the period from
First Production until the end of the Calendar Year in which First Production occurs,
the “R" Factor shall be deemed to be less than one (1).
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The share of Profit Petroleum to which the Contractor shall be entitled from First
Production is:

#) hmmmﬂwmwwmmmm

b of the age as indicated below 1o the daily volume

of production of Profit ‘Crude Oil within the Contract Area a1 the
corresponding Delivery Point:

“R" Factor Contractor’s % Share of Profit Crude Oil

R=or=1 %

l<R<or=2 32% - (32% - 16%) x (R-1)

R>2 16%;

and

for Profit Natural Gas, equal to the quantities of Non-Associated Natural Gas
from the application of the relevant percentage as indicuted below to

the daily volume of production of Profit Natural Gas within the Contract Area
at the corresponding Delivery Point:

“R™ Factor Contractor’s % Share of Profit Natural Gas

R<or=1 3%
1<R=or=275 35% - (35% - 20%) x (R-1MA2.75-1)%
R>2.75 20%.

The Contractor’'s shall ly for all for the
uhhlund"x"-d'\"ﬂhinlﬁeﬁxﬂpm in Article 26.4.

For each Semester, starting from the 1* of January of the Calendar Year following the
mv;-hmmmmmhmmumn-
“R" Factor applicable fo the rel mmm)mat

that determined by applying the Cumulative Re i
Mmmmqhdmmuwﬁhm
Semester.

If the Contractor is unable 10 calculate the “R™ Factor for the relevant Semester
before an allocation of Profit Petroleum for such must be made, then the
allocation of Profit Petroleum for the previous Semester shall be used for the relevant
Semester. Upan the caleulation of the “R" Factor for the relevant Semester:

(8)  if the allocation of Profit Petroleum in the previous Semester and the relevant
Semester is the same. thea no adjustment shall be made; and
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if the allocation of the Profit Petroleum in the two Semesters is different, then
the Contractor shall make any adjustments to the Parties’ respective shares of
Profit Petroleum to restore them to the position that they would have been in
had the “R” Factor for the relevant Semester been available from the start of
such Semester.

If at any time an error occurs in the calculation of the “R™ Factor, resulting in a
change in the Comtractor's percentage share of Profit Crude Ol and/or Profit Natural
Gias, the necessary correction shall be mode and any adjustments shall apply from the
Semester in which the emor occurred. The Party having benefited from & surplus of
Profit Petroleum shall surrender such surplus to the other Party, beginning from the
first day of the Semester following the Semesier in which the emror was recognised,
However, ench lifting of Petroleum relating to such error by the Party recciving the
surphus shall not exceed twenty-five per cent (25%) of the share of Profit Petroleum 1o
which such surrendering Party is entitled. For the avoidance of doubt, if at any time
an eror occurs in the calculation of the “R™ Factor, which does not result in a change
in the Contractor’s percentage share of Profit Crude Oil andior Profit Nanral Gas,
no correction shall be made.

The quantities of Profit Petroleum due 1o the Contractor shall be delivered to the
Contracior Entities ot the Delivery Point. Title and risk of loss of such Profit
Petroleum shall be transterred to the Contractor Entities at the Delivery Point

Each Contractor Entity shall be entitled to receive, take in kind and to expont freely
its share of Profit Petroleum in accordance with the provisions of this Contract and 1o
retain Abroad any proceeds from the sale of all such Profit Petroleum.

the other provisions of this Article 26.9, where the Contractor is in

Payment
rights set forth in Articles 32.11 and 32.12.
The share of the Profit Petroleum to which the Govermmeat is entitled in any

o confirm that such corporate income tax has been paid by the Government.

The quantities of Profit Petroleum due 1o the Govermment shall be delivered 1o the
Governmeni al the Delivery Point. Title and risk of loss of such Profit Petroleum
shall be transferred at the Delivery Point.

mmmm}mp&uwmuwmm
subsequenly (30) days
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quantities of Crude Oil and Natural Gas to which each Party shall be entitled during
the said Semester.

Within ninety (%) days following the end of each Calendar Year, the
Contractor shall prepare and deliver an annual production report to the Government,
stating the quantities of Crude 04l and Watural Gas to which cach Party is entitled, the

ies of Crude Ol and Natural Gas lified by cach Party and the resulting over-lift
or under-lift position of each Party, pursuant to the lifting agreement entered into
pursuant o Anicle 16.14,

Any costs or expenditure incurred by the Contraetor, its Subcontractors or supplicrs
relating to the lifting of the Government’s share of P by the C

shall not be considered Petrobeun Costs and shall be charged to the Government
acconding 10 terms 10 be mutually agreed between the Comtractor and the
Government.

ARTICLE 27 - VALUATION AND METERING OF CRUDE OIL AND NATURAL
GAS

Valuation

27.1 Forthe purpose of this Contract any Crude (4l produced in the Contract Area shall be
valued at the end of each Quarter and Month at the Delivery Point based on the
International Market Price, as defined in Article 27.2.

The “International Market Price” referred to in Article 27.1 shall be the weighted
average price per Barrel, expressed in Dollars, obtained by the Ci at the
erhh.lqnﬂhuﬂkﬂmy,ﬂhmdm-mmh
date of valuation for Arm's Length Sales of Crude Oil.

The Contractor shall provide evidence 10 the Government that the sales of Crude
Oil referred 1o in Article 27.2 are Arm’s Lengih Sales. If the Government considers
that any such sale of Crude Ol is not on the basis of an Arm's Length Sale then the
Government has the right o refer the matier 1o an expert pursuant to Article 41.2.

In the event that there is no lifting of Crude Ol in the relevant Quarter and Month o
no Arm's Length Sales, the applicable “Intermational Market Price” for such
Mﬂmﬂb&ewWﬂthW“M
Q—Hmdun-iﬁm&m'slumh&ludmond'-emewﬁnﬂn
gravity and quality from other production arcas sold in markets competing with Crude
Oil produced from the Contract Arca, taking inmto account gravity and quality
differences and transportation and other post Delivery Point costs.

To determine such price, the Parties shall, prior to the commencement of Production,
“maMMmmmbkhhMihwmd
sold in the interational market. Prices obtained shall be adjusted to account for any
varistions such as quality, specific gravity, sulphur content, transportation costs,
product yield, seasonal varistions in price and demand, general market trends and
other terms of sale.
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273 The price of Natural Gas shall be the actual price obtained at the Delivery Point,
(which may take into account quantities to be sold, quality, geographic location of
markets 10 be supplied as well as costs of production, transponation and distribution
of Natural Gas from the Delivery Point io the relevant market, in accordance with
standard intermational petrolewm industry practice). The Government shall have the
right 1o review and approve Mamural Gas sales contracts,

27.4 By the tenth (10*) day of each Month, the Contractor shall provide a statement to the
‘Government showing the Comtraclor's calculations of the value of Petroleum

(0)  quantities of Crude Oil sold by the Contractor Entities during the
preceding Month constituting Arm's Length Sales together with
cormresponding sale prices;

()  quantities of Crude Oil sold by the Contractor Entitics
preceding Month that do not fall in the category re
paragraph (a) above, together with sale prices

(¢} inventory in storage belonging to the Comtracior Entities at the
beginning and at the end of the Month; and

quantities of Natural Gas sold by the Contractor Entities and the
Government together with sale prices realised.
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agreed, the date that is midway between the date the defect was discovered and the
last date the equipment was known 1o have measured correctly. The results from the
defiective equipment shall be disregarded for the period from the Adjustment Dato
until the date the defective equipment is repaired or replaced and the measurement for
such period shall be estimated:

{a)  if check measuring equipment is installed and registering accuratcly, then by
using the measurements recorded by such check mewsuring equipment:

) irmmwhumwuwusw
then by correcting the emor if the percentage of emor is ascenainable by
werification, calibration or mathematical calculation; or

i) if neither method is feasible, then by estimating the volume andfor quantity
dﬂiwﬂhudmddhuhdwhﬁenn&umﬁhwhﬂﬁm
when the metering equip was regl

Any disputes arising under this Article 27 shall be settled by expert doicrmination in
accordance with the provisions of Article 42.2.

ARTICLE 18 - SALE OF GOVERNMENT SHARE

Uipon the Governmeni's prior writlen notice of af least minety (90) days, cach

Contractor
shall provide all reasonably necessary assistance to the Government for the sale of all

Entity
or part of the quantities of Crude Oil 1o which the Gevernment is cntitled, In consideration
of a sales commission per Barrel to be established with reference 1o prudent international
petroleum practice and 1o be mutually agreed upon between the Parties.

29.1

ARTICLE 29 - FINANCIAL PROVISIONS

Any payment to be made by a Comiractor Entity io thc Government pursuant to this
Contract shall be in Dollars and shall, except as provided in the next sentence and
Articles 328 through 32,17, be offsct agninst any outstanding payments due by the
Government to the Contractor Eatity, or paid into the bank account duly designated
by the Government in writing and shall be paid within thirty (30) days of the due
date, afler which interest compounded monthly at the rate of LIBOR plus two (2)
jpercentage points shall be applied. The right of set-off provided in this Aricle 29.1
will not apply in respect of the obligation of the Contractor 1o make Cspacity
Building Payments as further provided i Articles 32.8 through 32.17.

The Government may, ot its sole discretion, direct the Contractor Entities 1o pay:

{a)  any Royalty in cash due to the Govermment pursuant 1 the provisions of
Article 24; and/or

(b)  any proceeds from the sale undertaken by the Contractor Eatity on behalf of
the Govermment pursuant to Anicle 28 of any Crude Oil o which the
Government is entitled pursuant to Article 25; and/or
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{c)  any Production Bonus,

1o a fund for revenue sharing, which may in due course be established by legislation
consistent with the Constitution of Iraq, between the Govemnment of Irag and other
regions (including the Kurdistan Region) and governorates of Irag, Nothing in this
Anicle 29.2 shall be undersiood as implying any contracmsl relationship or other
relationship between the Costractor andior any Contractor Eatity and the
Governmient of lIraq andfor the regions of Iraq (other than the Kurdistan Region)
and/or and governoraies of Irag.

Any payment due by the Government 0 a Contractor Entity shall be offset against
iﬂnmhb’nﬂmm’mmmnupﬂh
Dollars to the bank i by the Contr Eatity in writing and shall
e paid wﬁﬂnﬁwﬂd)dmdﬂﬁudhuﬁ:.lﬂlmh“w
maonthly at the rate of LIBOR plus two (2) percentage points shall be applied.

Amy currency conversion to be made under this Contract shall be at the exchange rate
of the Central Bank of Iraq, provided such exchange rate applied to the Contractor
[Enfities shall not be less favourable than the rate offered by other private, commercial
or industrial banks in the intemational market. In the absence of the Central Bank of
Iraq or in the event that the Central Bank of Irag is unable to provide the relevant
exchange rale, any currency conversion o be made under this Contract shall be a1 the
exchange raie of a reputable commercial bank camying on business in the
imternational market and approved by the Parties.

The Comiractor shall not realise any gain or loss due to exchange rate floctuations
and, consequently, any gain or loss resulting from the exchange of currency shall be

cither considered as revenue and credited to the Accounts or shall be considered as a
Petroleum Cost and shall be recovered by the Comtractor in accordance with Articles
1 and 25, as the case may be.

Each Contractor Entity shall st all times be entitled 1o freely convert into Dollars or
any other foreign currency any lmgi dinars received in the famework of the
Petroleurn Operations and to freely transfer the same Abroad. The conversion rale
shall be as provided under Article 29.4.

Each Contractor Eatity shall have the right to be paid, receive, keep, transfer and
use Abroad, without any restrictions, all proceeds of its share of Petroleum.

Each Contractor Entity and its Subcontractors shall have the right to frecly open and
maintain bank accounts for Petroleum Operations within or outside the Kurdistan
Region and other parts of |raq.

Fj:iﬂulﬂl:hr”:dullhuhﬂdlbmmmy&dymm
all its financial reg for the P Op
mwwﬂnmmuhummummu‘md
the same exchange rate as provided under Article 29 4.

20,10 Esch Contractor Entity shall have the right, without any resirictions, to freely

repatriate Abroad and 1o freely dispose of:
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(a)  any procesds received in the Kurdistan Region or other parts of Iraq from the
sale of Petroleum;

(b)  any proceeds received from other operations and activithes carricd out under
this Contract in the Kurdistan Region or other parts of Irag.

Each Coniractor Entity shall have the right to pay in any forcign cumency its
Subgontractors and its expatriate personnel, either in the Kurdistan Reggbon, other parts
of Iraq, or Abroad. Said Subcomtractors and expatriste personnel shall be obliged 10
transfer to the Kurdistan Region the amount of foreign currency required for their
local needs and they shall have the right to repatriate the proceeds of the sale of their
belongings in accordance with the regulations in force in the Kurdistan Region.

Each Contractor Entity's Affilisics, Subcontractors and their personnel shall equally
h-ﬂnznﬂmﬂdu-‘iwmmhmnd-mﬂs
this Article 29.

For the financing of Petroleum Operations, each Ci Eatity shall have the
right fo have recourse 1o extermal financing from third parties or from its Affiliated
Companies on an arm s length basis.

ARTICLE 30 - CUSTOMS PROVISIONS
goods, consumables and products imponed into the

and all Taxes on import. The Coatractor, any Coatractor Entity, its Affiliates, any
Subcontractor or sny ageni of any of the foregoing shall have the right 10 re-export
luumhhﬂnhmdlqﬁuﬂmﬂMnumw

goods, ables and products that are no longer required for
ummwmmumuum-—h
accordance with Article 20, in which case re-export shall be approved by the

Each Contracter Entity and its Affiliates shall be entited 1o freely export from the
Kurdistan Region and other parts of Iraq, free of any Taxes, any Petroleum to which it
is entitled pursuant to the provisions of this Contract.
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304 The Government shall indemnify the Contractor, mmmm

Affiliates, any Subcontractor or any agent of any of the i ing, and their p
mmmm;mwm«mrmmnm
Articles 30.1, 30.2 or 30.3.

ARTICLE 31 - TAX PROVISIONS

Except as expressly provided in this Article 31, and without prejudice 1o the
exemptions expressly provided for in Article 30 and in this Anicle 31, each
Contractor Entity, its Affilistes and any Subcontracior shall, for the entire duration
of this Contract, be exempt from all Taxes as a result of its income, assets and
activitics under this Contract. The Government shall indemnify each Comtractor
Entity demand agninst any lisbility 10 pay any Taxes assessed or imposed upon
uﬁmmuwduwpwuumm
this Article 31.1, and under Articles 31.4 w0 31.11.

mmmmmtmbmmumh income from

Petroleum Operations as provided in Article 31.3, which shall be deemed 10 be
inclusive and in full and total discharge of any Tax on income, receipis, revenues,
gains or profits of each such entity. Payment of the said corporate income tax shall be
made for the entire duration of this Contract directly 10 the official Kurdistan Region
tax authorities by the Government, for the account of cach Comtracter Eatity, from
the Government’s share of the Profit Petroleum received g o Article 26.

Each Contractor Entity shall, within sixty (60) days after the end of ench tax year,
provide a statement w the appropriate Kurdistan Region tax suthorities of its prolits
which are subject to corporate income tax, together with a calculation of the amount

of corporate income tax due on those profits.

The Government shall, within ninety (90) days afler the end of each tax year, provide
1o cach Contractor Entity (i) the appropriate official tax reccipts from the
waumm_mcmmmmm
pay of its corp ined in the said
-ﬂuthyi--ﬂnﬂh:h:mﬁonnh&mumﬂmdm-muf
any return or other filing made by the Govermment in respect of its payment of
corporate income ax on behall of such Contractor Entity.

For the purposes of Article 31.2:

{a)  The rate of corporate i 1ax 10 be applied to cach C Emtity
shall be the generally applicable rate mhumurmm
No. § of 1999), passed by the National Assembly of the Kurdistan Region, as
has been amended by Law No. 26 of 2007, and as may be amended from time
1o time or substituted in of Petrod Operations (as defined under the
Knnﬁ—wmmd(]uuw)hy-pwahummlw
for the Kurdistan Region, but in no event in excess of forty per cent (40%).
The Panies acknowledge and agree thal at the Effective Date of this Contract,
the corporaic income tax rale i fiflcen per cent (15%) for all net taxable
profits.
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The Government and the Contractor agree thai corporate income tax shall be
calculated for each Coatractor Entity on its nel taxable profits under the
Contract, as calculated in accordance with the provisions relating thereto in the
Accounting Procedure,

Each Contractor Enfity, its Affiliates as well as any Sub shall be P
from any withholding tax applicable on any payments made 1o them or by them to or
from Affiliates or third parties, whether inside or outside the Kurdistan Region and/or
Irag, for the entire duration of this Contract.

Each Contractor Entity and its Affiliates shall be exempt from Additional Profits
Tax, as referred to in Article 40 of the Kundistan Region Ofil and Gas Law or any
successor Tax

Each Contractor Entity and its Affiliates shall be exempt
referred 1o in Article 40 of the Kurdistan Region Oil and Gas
exempt

from Surface Tax, as
or any successor
Tax

Law
from

Each Contractor Entity and its Affilintes shall be
Taxes, as referred fo in Article 40 of the Kurdistan

respect employces
who are Iraqi nationals, pursuant to the Law of Taxation (Law No. § of 1999) passed
by the National bly of the Kurdistan Region, as may be amended from time to
time, in the same manner as the same shall be generally applied to all other industries,
except that a Coatractor Eatity or Subcontractor shall not be liable for such taxes or
contributions with respect to employees of another Person.

It is acknowledged that double tax treaties will have effect 1w give relicf from taxes 1o,
but not limited o, the Comtracior, Conatractor Eniities. Subcontraciors and
employees and other Persons in accordance with the provisions of such double tax
treatics, but shall not impose an additional burden of taxation.

Any value ndded tax (“VAT™) shall be considered as a Petroleumn Cost and shall be
cost recovered in accordance with the provisions of Articles | and 25,

Any value added tax (“VAT™), not otherwi ibie by the Contractor under
VAT law, shall be considered as a Petroleum Cost and shall be cost recovered in
accordance with the provisions of Articles | and 25,

Notwithstanding any other provision w the contrary in this Contract, the Parties
acknowledge and agree that the provisions of this Article 31 shall apply individually
and separately 1o all Contractor Estithes under this Contract and that there shall be
no joint and several liability in respect of any liability, duty or obligation refierred to in
this Article 31.
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ARTICLE 32 - BONUSES; CAPACITY BUILDING PAYMENTS

32.1.1 Murphy shall pay a signature bonus of six hundred and twenty-five thousand Dollars
(UISS625,000) (“Murphy Signature Bosus™) 1o the Government within thirty (30)
days of the Effective Date.

32.1.2 Petroguest shall pay a signature bonus of three hundred and seventy-five thousand
Dollars (US$375,000) (“Petroquest Signature Bonus”) 10 the Government within
thirty (30) days of the Effective Date.

32.2.1 Murphy shall pay s capacity building bonus of thirty-three million, seven hundred and
fifty thousand Dollars (LS$33,750,000) (“Murphy Capacity Building Bones™) to
the Gavernment within thirty (30) days of the Effective Date.

222 wﬂmlwhﬂﬁl bonus of twenty million, two hundred and
fifty thousand Dollars (US$20,250,000) (“Petroquest Capacity Building Boaus™) 10
the Government within thinty (30) days of the Effective Date.

Predection Bonuses

323 Inthe event of a Crude Ol C fal Di ¥, the Ci and the holder of
the Government Interest shall pay, pro rata the relevant perceninge participation
imterest in the Contract, the following relevant Crude Ofl Production Bonus 1o the
Government within thirty (30) days of the following relevant occurmence:

(a) two million five hundred thousand Dellars (US $2,500,000) when First
Production of Crude Ol from the Contract Area commences;

ib)  five million Dollars (US $5,000,000) when production of Crude Oil from the
cumulative amount of ten million Barrels of Crude

ic)  ten million Dollars (US $10,000,000) when production of Crude Ol from the
Contract Area renches a cumulative amount of twenty five million Barrels of
Crude Oil (25 mmbo) ; and

id)  twenty million Dollars (US $20,000,000) when production of Crude Oil from
the Contract Area reaches a cumulative amount of fifty million Barels of
Crude Oil (50 mmbo).

In the event of a Non-A ssociated N I Gas Ci ial Di ¥, the €
nmmmahmmﬂlw pro rats the relevant percentage

in the C the following relevant Non-Associated Natural
mmmwmwmmwmmdhm
relevant occurrence:
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two million five hundred thousand Dollars (US $2,500,000) when First
Production of Non-Associated Natural Gas from the Contrsct Arca
COMMENCES;

ﬁwuhDﬂih{lﬁWuﬁthdM
Matural Gas from the Contract Arca of fen
million barrels of oil equivalent {10 mmboe);

ten million Dollars (US £10,000,000) when production of Non-Associated
Matural Gas from the Contract Area reaches a cumulative amount of twenty
five million barrels of oil equivalent (25 mmboe); and

twenty million Dollars (US $20,000,000) when production of Non-Associated
Natural Gas from the Contract Area reaches o cumulative amount of filty
million barrels of oil equivalent (50 mmboe).

in respect of both Crude Oil and Non-Associated Natural Gas for the same
Commercial

Discovery.

Bonus cost recovery and payment

3246 No

bonus or payment due pursuant 10 this Article 32 shall be deemed 1o be a

Petroleum Cost.
32.7  The Contractor (and, where applicable, the holder of the Government Interest) shall

pey any bonus or payment duc pursuant to this Article 32 in Dollars by wire transfer
10 a specified bank account of the Government.

Capacity Building Pavment
32.8 I respect of the Capacity Building Payment Instalments:

fa)

© 2014 Kurdistan Regional Government, KRG
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Contractor shall provide 1o the Gaver gether with the monthly
d by the € in s
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with Amicle 25 and Paragraph 7.1, .m(&muﬁ;
Payment Monthly Statement™) setting out the Contractor’s calculation of
the Capacity Building Value for the preceding Month.  In cach Capacity
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mﬁeuhmﬁmcﬂmwmumm
Payment Monthly Sta o the rela
Szmtummﬂum[w-pmimtﬁnmm]m
Capacity Building Payment Instalment as shown as owed by the Contractor
in the Capacity Building Payment Monthly Statement. If:

(1} the Comtractor has sold the Contractor's Profit Petroleum to (i) the
Gevernment or a Public Company (or 4 company or an entity owned
and controlled, directly or indirectly, by @ Public Company or the
Government), (i) the State 06l Marketing Organisation (SOMO) or
any entity owned and controlled by the Government of raq: and if

(2)  amy such counterparty as identified in (1) has not paid the Contractor
for the Petroleum lifted by such entity, then:

{3)  the Contractor is only obligated to pay the Capacity Building Payment
when, if, and to the extent the Comtractor has received payment by
such counterpamy.

The preceding semience does not apply with respect i, and to the extent of
sales of the Contractor’s Profit Petroleum to any other counterparties;

within thirty (30) calendar days following the date on which the Contractor
delivered the Final End-of-Year Stalement to the Government for each
Calendar Year in accordance with Article 26.13 and Paragraph 10, and based
on the information in such Final End-of~Year Statement, the Contractor shall

written reconciliation of the aggregate amount off
the Capacity Building Value and ithe aggregaic payments of the Capacity

Building Payment Instalments during such Calendar Year period (the “Annual
Reconciliation Statement™);

if the results of an Annual Reconcilistion Statement show that the Costractor
has, in the aggregate over the Calendar Year period covered by the Annual
Reconciliation Statement, made Capacity Building Payment Instaiments in an
MHMMWMHMUﬂtWMm
Year period, the Ci shall pay (subject 10 the same exception as
provided in the second and third seniences of Article 32.8(b)) the amount of

the underpaymient as shown in the Anoual Reconciliation Statement within
m{mmqﬁmuguumwm
Annual Reconcilistion Statement to the Government;

if the results of an Annual Reconciliation Statement show that the Coatractor
has, in the aggregate over the Calendar Year period covered by the Annual
Reconcilistion Stalement, made Capacity Building Payment Instalments in
excess of the Capacity Building Value during such Calendar Year period, and
if-ﬂnﬁmhml-#wﬁhmrhrﬁ
deduct

muhmhhmmwwﬂ:-ﬂnﬂ
such overpayment from the next following payments of Capacity Buikling
Payment Instalments. In no event will the Contractor be entitled to deduct

(2]

7~
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more than fifieen per cent (15%) of the amount otherwise payable from the

&H-ﬂmllhmmﬂWlehmm«mlﬂ
compensating peyments o the Contractor;

if the Contractor fails 10 pay all or part of a Capacity Building Payment when
due, the Contractor shall pay interest on the unpaid amount at an annual rate
of LIBOR plus two per cent (2%) compounded monthly from and including
the date the payment was dee to, but not including, the date paid; and

if any Capacity Building Payment is due 1o be paid 1o the Government on a

Building Payment will be due on the next following banking day, A “banking
day” is a day (other than a Samrday, Sunday, or public holiday) on which
banks arc open for general business in the specified locations,

Capacity Building Account
329 The Govermment shall:

(a)
(&)

establish and maintain the Capacity Building Account: and
deposit all Capacity Building Payments received by the Government into the
Capacity Building Account.

32,10 The Government may enter into a Rights Sale without the consent of the Contraetor
or any Contractor Entity.

. (a

© 2014 Kurdistan Regional Government, KRG

rru:cumﬁih»n-cmmaumhmmm

mmmqmmwum
any lifting agreement, -y sales or marketing agreement, or any other
agreement, automatically be entitled, on not less than sixty (60) days prior
fiotice to the Contractor in the case of the first default, snd not less than thirty
(30) days in the case of any subsequent default, to:

(1) lift, st the Delivery Point or st such other point as the Government
may decide, up o thirty per cent (30%6) of the Contractor’s Profil
Petroleum; and

(2) continue to lift up to thinty per cent (30%) of the Contractor’s Profit
Petroleum for the remainder of the Develop Period,
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The Contractor will have & single cure period of thirty (30) days
respect of its first defaule. If the Contractor is in default for

pays the defaulted Capacity Building Payments in llnl.l
accordance with Article 3_1!(1‘] in such thiny (30)

may
mhﬂhﬂhhﬁwﬂﬂjhuﬁw

32,12 The lifting rights of the Government pursuant lo Article 32,11 arc exercisable by way
of set-off, without first resort 10 legal process, and without any liability or clzims of
the Comtractor, the Operator, or any other Person, and regardless of any provisions of

any lifting agreement or provision of a joint operating agreement or any other
mnmum«mwmh-m The
Comtractor shall ensure that all agreements in respect of the lifting or sale of
Petroleum reflect the Government's priority rights as sct forth in Article 32.11 and

The Contracior shall indemnify the Governmest from any Loss or Expense
(s defined in Article 32.13(c), below) that may in any way arise from the
exercise by the Government of its rights in respect of the Contractor under
Articles 32.11 and 32.12.

permitied by applicable law, any coun filing fee, coun cost, arbitration fee or
©ost, witness fee, and each other fee and cost of investigating and defending or
asserting a claim for indemnification, including anomeys’ fees, other
professionals” fees, and disbursements; but does not include consequential
damages. A claim sat forth in a notice from the Governmeni 1o the
Contractor will be conclusively deemed a Loss or Expense i'the Contractor
fails 1o dispute the Government's liability by the end of a thiny (30) day
mmmmmahmﬁutmm
Contra shall pily pay the d d Loss or Exp on de

The Government's rights under Articles 32,11 through 32.13 are net exclusive and
are without prejudice to the Govermment’s lermination rights under Article 45.

Paymeats; No Set-off or Deduction

31.15 Except as provided in Amicle 32.8(e) and motwithstunding any provision in this
Contract 1o the contrary, the Costractor shall pay all Capacity Building Payments
without (and free and clear of any deduction for) set-ofT or counterclabm.

© 2014 Kurdistan Regional Government, KRG
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32.16 The Contractor acknowledges and accepts that a fundamental principle
32.8 through 32.17 is that the Comtractor must pay the Capacity Building Payments
owed by it as and when required. Accordingly, in respect of its obligations under
Anticles 12.8 through 32.17 only and except as provided in Article 32.8(e), the
Coatractor hereby waives any right to raise by way of set off or invoke as a defence
wtmmmmmmmn_mnmmw
3217, whether in law or equity, any failure by the Govermment, the Contractor or
any Confracior Entity to pay amounts duc and owing under the Contract or any
mcmuumwm#uﬂwumw [l
Contractor Entity, or any other Person, whether such claim arises under or relates to
this Contract or otherwise,

32,17 The Contractor shall make Capacity Building Payments to the Government by wire
transfer of immediately available funds in Dollars in accordance with wire instructions
provided by the G The making of any payments by the Contractor under
Articles 12.8 through 32.17, or the acceptance or use of any payments by the
Gevernment, does not impair the rights of the Contractor or the Government under
Article 15, Any dispute between the Government and the Comtractor in respect of
the calculation of each of the Capacity Building Value and the Capacity Building
Payment due with respect thereto s subjeet 1o Article 15.9.

ARTICLE 33 - PIPELINES
The Gevernmeni shall procure and obtain any required Permits for :
(a)  the transportation of Petroleum in the Kurdistan Region and in Iraq ;
(b)  the export of Petroleum from the Kurdistan Region and Img.
anﬂuwmmwa_mhhmmdw
pipelines and related facilities required for the Petrol Op as provided in
Article 33.2,

The Government undertakes 10 transfer to the Contractor its rights for transportation
of Petroleum by pipeline. The Contractor shall have the right o design, construct,
operate and maintain pipelines and any related facilities for the transportation of
Petroleum produced under this Contract.

Prior 1o the construction of any pipeling and related facilitics as provided in Article
33.2, the Contractor shall submit following Information o the Management
Commitiee:

(a)  proposed pipcline route and related facilities;

(b)  forecasted pipeline flow rate and capacity;

(€} estimate of financial investment and operating costs of the pipeline and related
facilities:

© 2014 Kurdistan Regional Government, KRG
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{d)  proposed financing schedule:
(e)  construction schedule;
n | technical description of the pipeline and related fiacilities;

(g}  construction plans and tests;
(h)  preventive measures for damage 10 the environment and third partics: and

() any other information relating 1o the pipeline project

The Management Commitiee shall examine all the above information and shall within
ninety (90) days, approve the proposed pipeline project in accordance with the
provisions of Article 8.5.

o spare ilable and 1o their Petroleum being compatible,
Mmﬂhmuumumu—wmm
constructed by the Comtractor in sccordance with this Articke 33 on terms to be
agreed between the Contractor and such third party. Those terms shall be reasonable
commercial terms and shall not discriminate among third party users. The Comtractor
shall always have priority of access to such pipelines.

To the extent that they are incurred upstream of the Defivery Point, any costs
associated with the design, construction, operation and maintenance of the pipelines
wummmwmmumu:maﬂ;ﬂu
considered Petroleum Costs and shall be d by the C in

with the provisions of Articles | and 25.

The Contractor shall have the absolute right. without any exceptions and for the
entire duration of this Comtract, 1o use, free of charge, any pipeline and related
mwwwmumnuumm

duced from any Production Area and 10 op and any pip and its
mmmmmmwm

the Delivery Point, any
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Contractor and shall be considered Petroleum Costs and shall be recoversd by the
Comtractor in accordance with the provisions of Articles | and 25,

mmhllhu&mfw-hmwmhd
charge, of any pipeline and related facilities i by C under this
Article 33 for the transportation of the share of Petroleum o which the Government
is entitled under this Contract up to the Delivery Point.

The Contractor shall bear the cost of operation and maintenance of
mmmwummmmn

loss or d 1o such pipeline and relmed facilities
required for Pewoleum Operations.

ARTICLE M~ UNITISATION

In the event a Reservoir extends beyond the Contract Area into an adjacent area which
is the subject of another Petroleum Contract (as defined by the Kurdistan Region Oil
and Gas Law) (an “Adjacent Coatract Area™). or in the cvent a Reservoir of an
Adjacent Contract Ared exiends into the Contract Area, the provisions of Article 47,
Paragraph Second of the Kurdistan Region Oil and Gas Law shall apply and the
Government shall require the Coatractor and the contractor of the Adjacent
Contract Area io agree upon a for hing agr of the terms of the
m&hmﬁmﬂhmwMML
opertional and economical parameters, all in dance with prud

petroleum industry practice.

In the event that the Minister of Natural Resources decides the unitisation pursuant 1o

Asticle 47, Paragraph Third of the Kurdistan Region Oil and Gas Law, and if the
Coatractor does not agree with the decision of the Minister of Natural Resources, the
Coatractor shall be entitled to arbitration pursuant to the provisions of Article 42.1,

For clarification and the avoidance of doubt and notwithstanding Article 47 of the
Kurdistan Region Oil and Gas Law, in the cvent that a Reservoir extends beyond the
boundaries of the Contract Arca into an adjacent arca which is not the sabject of
another Petroleum Contract (as defined by the Kurdistan Region Oil and Gas Law),
the Government shall, upon the Coatractor's request, take the necessary steps (o
exiend the boundaries of Contract Area 50 as 10 include the entire Reservoir within the
Contract Area, provided that the Comtractor can offer the Government a competitive
minimum work program for such adjacent area.

ARTICLE 35 ~ LIABILITY AND INSURANCE

Contractor Liability

Subject to the other provisions of this Contract, the Contractor, in its capacity as the
entity responsible for the execution of the Petroleum Operations within the Contract
mmum»mm»uumwmmwmmu
sy bosses and damage it may cause W them in ig the
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and shall defend, indemnify and hold harmless the Government with respect 1o all
claims for such loss or damage.

‘suﬂwmdhm&m-ﬂm

Md—“(Ijﬂhhm-w“ﬂMMMw
m&m(mﬂ:‘mw or (v) other indircct damages

or losses whether or not similar

The Contracter shall indemnify and hold harmless the Government against all
losses, damages and liability arising under any claim, demand. action or proceeding

MMﬂwhwmwhmwﬂwh

or arising out of the performance or non-performance of this Contract regardless of
the fault or negligence in whole or in party of any entity or individual.

Article 35,1, the Government shall indemnify and hold harmless the

ty ion with, related 10 or arising out of the
pﬁrmuwnﬁﬁrmﬂdﬁﬂ“mﬂﬂld‘&hhwm
im whole or in part of any enfity or individual,

The Comiractor shall take all necessary stops to respond 1o, and shall promptly notify
the Government of, all emergency and other events (including explosions, leaks and
spills), oceurring in relation to the Petroleum Operations which are causing or likely
0 cause material environmental damage or material risk to health and safety. Such
notice shal| include & v d n of the cire and steps taken and
planned by the Coatractor 1o control and remedy the situation. The Contractor shall
provide such additional repons 1o the Govermment as are reasonably necessary in
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356 In the event of emergency situations as set out in Article 35.4, at the request of the
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Contract. Any premiums and payments relating to such insurance policies shall be
considered Petroleum Costs and shall be recovered by the Comtractor in accordunce
with the provisions of Articles | and 25,

In any insurance policy maintsined by a Cemtractor Entity which relates 1o this
Contract, the amount for which the Contractor itself is hable (the “Deductible
Amount”) shall be reasonably determined between the Comtractor Eatity and the
imsurer and such Deductible Amount shall in the event of any insurance claim be
considered a Petroleum Cost and shall be recovered by the Comtractor in sccordance
with the provisions of Articles | and 25,

ARTICLE 36 — INFORMATION AND CONFIDENTIALITY

The Coniractor shall kecp all is, data and information relating o the F

mmmmwmmmuﬂumwm
industry practice. In addition, it shall provide the

m:mmmmu-uuwnmmm

Upon the Government's written request the Contractor shall provide the
Governmeat with samples of any rocks or any other items extracted during the
Petroleum Operations.

The Government shall have title 1o all data and information, whether raw, derived,
processed, interpreted or analysed, obtained pursuant to this Contract.

Each Contractor Eatity shall have the right, without any limitation, lo send Abroad
copies of all reports and technical data, magnetic tapes and other data relating 1o the
Petroleum Operations. Magnetic tapes or other data, the original of which musi be
analysed and processed Abroad, may be transported out of the Kurdistan Region.

Any representatives authorised by the Goverament and notified to the Contractor
shall, upon reasonsble prior writien notice, have reasonable access t any information
and dats mhh'uﬁCnlnnAmhhmofﬁm‘ﬁIh
Contracior is obliged o provide 1o the Govermment pursuant 1o this Contract. It is
understood that, when exercising such right, the Government shall ensure it does not
unduly interfere with or hinder the Contractor’s rights and activitics,

The Contractor shall provide the Govermment upon the Government's writlen
request any analysis information, reports, tapes or other data geophysical,
logs, interpretations, drilling reponts, etc.) related 1o the Petroleum Operations in the
possession of the Contractor. All available originals of such data shall be transferred
1o the Government at the ond of this Contract.

mbmhmﬂhmmnmmmuwm
data and information relating 1o this Contract and the Petroleum Operations
confidential during the entire term of this Contract and not to divulge or disclose such
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:«hm»m&mmuw&mdumm
consent mot 1o unreasonably  withheld delayed. The foregoing
MMMﬂlmwlbe:hm:

(2) s or, through no fault of any Party, becomes part of the public domain;
(b)  is known to the recipient at the date of disclosure;

() is required to be fumished in complisnce with any applicable Law, by u
government agency having jurisdiction over a Contractor Entity, by a court
order or any other legal proceedings; or

(d) is required to be disclosed pursuant to the rules or regulations of any
government or recognised stock exchange having jurisdiction over a
Contractor Entity.

Notwithstanding the foregoing in Articke 36.7, in accordance with prudent
imtemational petroleum industry practice, such data and information may be disclosed
o

(#)  Affilistes of each Contractor Entity;

(b)  cmployees. officers and directors of cach Coniractor Entity and their
respective Affiliated Companies for the purpose of the Petroleum Operations,
subject to cach such entity tmking customary precautions 10 ensure such
information is kept confidential;

ltants or agents retsined by any Costractor Estity or its Affilistes for
the purpose of analysing or evalusting information or data;

bunks or financial instintions retained by any Comtractor Entity or ils
Aflilistes with a view to financing Petroleum Operations, including any
professional consultants retained by such bank or financial institution;

bora fide prospective assij of a participating i under this Contract
twmqmﬂm.mmmmaﬁhn

st

conducting bona fide negotiations directed
ﬂlllhﬂ'amﬂmdluuuﬁmw

(L]

® llltydhhfmwmitﬁwi-piwwrhwwIJd’hm-
disclosing Parties,

provided that disclosure shall not be made pursuant to paragraphs (c}, (d), (<) and (f),
unless such third party has entered into a confidentiality undenaking.

mmwmm»wmmﬂum—-m
Contract shall ve property of the Governmeat, who shall have the

T
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right to use same for any purpose, in particelar for the purpose of promoting said
areas. Each Coatractor Entity shall be entitled 1o keep copies of such data and
information and 1o wse such dats and information for any purpose.

Subject to the provisions of this Article 36, the Contractor may not sell nor exchange
mﬂnrﬁnihhhdﬂm(hﬁmwmﬂ:ww“m
Government, which approval shall not be ly withheld or d where,
hhﬁlﬂh‘mﬂuﬁqﬁhﬂ,uﬂwmmmu‘

Petroleum

ARTICLE 37 - ENVIRONMENTAL PROVISIONS

mmmﬂummuwum
measures (0 ensure that it, the Operator, ts Subcontractors and agents
mnmmd mmmammm
ctice in similar physical and
mmimmqhw#mmm

mum.wammmuwum
ible measures to abandon the area 1o be db with p

international petroleum  industry practice in mdnrﬂlpim.l mduﬂwhl
msﬂmumwwmﬂmdm

ent y for the
mﬂmmmmmhmmm
mmm practice in similor physical and ecological
environmenis. The Contractor shall only be responsible for site restoration or
environmental damage (0 the extent the same pertains solely and directly to Petroleum

Operations conducted pursuant 10 this Contract

mmumwmnmhmm
prudent intemational petroleum industry practice in similar p
Mt&m-ﬂnﬂmm-&mmuumdh
Petroleum Operations and to proteet the enviroament (fauna and flora), water sources
and any other natural resources when carrying out Petroleum Operations.

mmmuhmmmwmmmy
practice in similar physical and ecol the preservation of
mmmummmumm

The Contractor shall conduct and submit an eavironmental impact assessment to the
Government within six (6) months after the Effective Date.

National Parks and Nature Reserve Areas

376

The Comtractor shall tike reasonable measures 1o minimise any
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317  The Government: (i) represents and warranis that, on the Effective Date, there are no
national parks, nature reserves or other protected areas located in whole or in pan
within the Contract Arca where the Contracior shall not be entitled 10 carry out
Petroleum Operations and (ii) that during the term of this Contract will nat
MWmuwﬁhmﬂqmmmmw
other protected areas, located in whole or in part within the Contract Area.

378 Any reasonable expenditure incurred by the Comtractor in relation with this Aricle
37 shall be deemed Petroleum Cosis and shall be recovered by the Contractor in
with the provisions of Articles | and 25.

37.9 The Contraetor is not responsible for any pre-existing environmental conditions or
any acts of unrelsted third partics.

Fund™). ioning Reserve Fund may be
Wumﬂﬂmhﬂﬁlhtlnmfﬂtdtbmd’h

interest expected w be eamed on the Decommissioning Reserve Fumd Any
contributions by the Contractor to the Decommissioning Reserve Fund shall be made
in Dollars and shall be deemed Petroleum Costs when paid into the reserve fund, and
shall be recovered by the Contracter in dance with the provisions of Article 25,
Contributions to the Decommissioning Reserve Fund shall be placed with a first rate
bank approved by the Management Comminee in sccordance with Article 8.5,

If, at the end of the term of the Production Operations of the Prods Area, the
Government decides (o take over producti ions in the Production Area:

(a)  the Govermment shall become lisble for its future Decommissioning
Operations;

(k)  the contributions and any interest accumulaied in the Decommissioning
Reserve Fund, to the extent that such contributions have been recovered as
Petroleum Costs, shall be paid w the Government; and
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If the Decommissioning Reserve Fund is paid to the Comtracter and the
Decommissioning Reserve Fund is not sufficient to cover all Decommissioning Costs
fior the Contract Area, the balance shall be paid by the Comtractor and may be
recovered, if applicable, by the Contractor Entities or any of their Affiliates from
any other arca which is the subject of another Petroleum Contract (as defined by the
Kurdistan Region Oil and Gas Law) anywhere in the Kurdistan Region and, 10 the
extent the balance is not recoverable as aforesaid, such remaining balance shall be
paid by the Government (0 the Contractor.

i the Decommissioning Reserve Fund is paid to the Conmtractor and the
Arca, the balance shall be transferred to the Government.

Any expenditure incurred by the Comtracter in relation with this Amicle 38,
mmMuuwmmmum

Petroleumn Costs and shall be d by the Ci in it with the
provisions of Article 25,

The Comtractor shall submit o the Managemen! Commitiee for approval in
accordance with Article 8.5 a detailed plan for decommissioning the Contract Area
facilities and site restoration (the “Decommissioning Plan”), such Decommissioning
Pilan 1o be submitied no later than twenty four (24) Months prior to the date estimated
by the Coatractor for the end of Ci ial Production from the C Arca,
The Management Commitice shall provide comments, if any, on the
m_hhqmmm(mmmw mc—--n
completion of the Decommissioning Operations in da in all

with the Decommissioning Plan for 2 Production Area approved by the
Management Committee shall satisfy all of the Contractor’s obligations with respect
to the performance of Decommissioning Operations for such Production Area. In the
muwumwuwwh-
Production Area were carried out in d: with the approved Dy
Mhm“ﬁemmn(ﬂmﬂbm

detio of aach
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ARTICLE 3% - ASSIGNMENT AND CHANGE OF CONTROL

39.1  Each Contractor Entity shall be free to sell, assign, transfer or otherwise dispose of
all or part of its rights, obligations and inierests under this Contract 1o an Affiliated

392 Except as provided in Articles 32.8 through 32.17, each Contractor Entity shall have
the right to sefl, assign, transfer or otherwise dispose of all or part of its rights and
interests under this Contract to any third party (not be

way of clarification, and not in limitation of the foregoing provisions of this
Article 39, the Gevernment shall not be considered 1o be acting unreasonably in
consent to any such assignment if the assi to such d
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Change of Control
39.7 “Change of Control” for the purpose of this Article 39,7 means any direct or indirect

change of the identity to the Person who Controls o Comtractor Entity (whether
through merger, sale of shares or of other equity interesis, or otherwise) through a
single transsction or series of ransactions, from one or more transferors 1o one or
more transferees, in which the market value of such Contractor entity's panticipating
interest (which shall be as specified in the Joini Operating Agreement relating to this
Contract) or where there is only one Contractor Entity, one hundred percent ( 100%)
in this Contract represents more than scventy five per cent (73%) of the aggregate
market value of the assets of such Contractor catity and its Affiliates thai are subject
to the Change in Control. For the purpose of this definition: “Control™ means the
direct or indirect ownership or control of the majority of the voting rights of the
applicable entity st its sharcholders’ meetings or their equivalent; and “market
walue” shall be determined based upon the amount in cash a willing buyer would pay
a willing seller in an Arm’s Length transaction.

Each Contracter Entity which is or antivipstes with a degree of certainty
that it will be subject 10 a Change in Control, other than 1o an A ffiliated Company or a
Contractor Entity, shall notify the Governmeni us soon as praciicable afler it
becomes aware of the Change in Control or anticipated Change in Control and request
the consent of Gevernment, which consent shall noi be unreasonably delayed or
withheld.

A Change in Conmtrol shall not give rise to any Tax including on the consideration paid
or received or on the income or gain therefrom,

ARTICLE 40 - FORCE MAJEURE

No delay, default, breach or omission of the Comtractor in the execution of any of its
obligations under this Contract shall be considered a failure to perform this Contract
or be the subject of a dispute if such delay, default, breach or omission is due 10 3 case
of Force Majeure.

In such event the Contractor shall prompily nolify the Govermment in writing and
take all reasonsbly appropriate measures (o perform its obligations under this Contract
to the extent possible. The time resulting from any such delay or curtailment in the

ation of such obligati i d by the time necessary to repair any damage
resulting from or occurred during such delay or curtailment, shall be added 1o any

Period and any extension thereto). The Parties shall meet as soon as possible afler the
notification of Force Majeure with a view o using reasonable endeavours 1o mitigate
the effects thercof.

For the purpose of this Comtract, “Foree Majewre” means any ecvent that is
unforeseeable, insurmountable and irmesistible, not due to any error or omission by the

™
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Coatractor bul due to circumstances beyond its control, which prevenis or impedes
execution of all or part of jts obligations under this Contract. Such events shall
include the following:

(a)

&)
()
id)

war, whether declared or not, civil war, insurrection, riots, civil commotion,
terrorism, any other hostile acts, whether internal or external;

strikes or other labour conflicts;

accidents or blowouts;

quarantine restrictions or epidemics;
Mwmumu—ﬂm in particular,

any act, event,
bmwiﬂnnlinluﬁgﬂoudnmmlﬂu& lightning, or
enrthquakes;

environmental restrictions, which the Government has not notified to the
Contractor;

whw of the Gevernment andior any Public Company which may
Entity. -ymruhsdﬂnm”m

or
M&ﬂpﬂwd’ﬁkwmmﬁnm dq-hﬂ.
ision. agency, committee, or other constituent
dmmwmmmmmmq«u

The intention of the Parties is that Force Majeure shall receive the interpretation that
complies most with prudent imtemational petroleumn industry practice, Force Majeure
afTecting a Contractor Entity or an Affilisted Company of a Contractor Entity shall
be deemed Force Majeure afecting the Contracior il the comsequence of such Force
mmpmumnrmormmmmmm

ARTICLE 41 - WAIVER OF SOVEREIGN IMMUNITY

41.1  The Govermment hereby fully and irrevocably waives any claim to immunity for
itself or any of its assets.

‘This waiver includes any claim fo immunity from:

(1)  any expert determination, mediation, or arbitration proceedings commenced pursuant
0 Article 42;

© 2014 Kurdistan Regional Government, KRG

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=96

22



2/11/2014

Central Dohuk PSC - Murphy/Petroquest - 14/10/2010

any judicial, administrative or other proceedings to aid the expert determination,
mediation, or arbitration proceedings commenced pursuant to Article 42; and

any efTort 10 confi fi any decision, setthement, awand, judgment,
mwmmmmum:mmmnmg
that results from an expert determination, mediation, jon or any judi
administrative or other proceedings commenced pursuant 1o this Contract.

Motwithstanding Articke 41.1 above, this Article 41 will not apply 1o the Government
im respect of any claim or proceeding arising out of or refated to the exercise of rights
by the Government as set forth in Articles 32.11 and 32.12, in respect of which the
Gevernment expressly reserves all sovereign immunities.

ARTICLE 42 - ARBITRATION AND EXPERT DETERMINATION

[Negotiation, Mediation and Arbitration
42.1  For the purpose of this Article 42.1. “Dispuie” shall mean any dispute, controversy or

claim (of any and every kind or type, whether based on contract, tor, statute,
mwM}ﬂhﬂdanMnﬁMIMM
&mwmmﬂﬁsmtﬁhﬂuym-

validity, inter enforceability, breach or termination
ﬂummmmumt«u—-wmam
entitics constituting the Contracior and the Government).

This Article 42.1 does not apply to any Dispute arising owt of, or relating 10 the
exercise of rights by the Government as set forth in Articles 32.11 and 32.12, which
Disputes shall, except only as provided in Article 32.17, be subject to the exclasive
Jjurisdiction of e courts of the Kurdistan Region located in Erbil.

In the event of & Dispuie, the partics to the Dispute shall use their reasonable
wnwwhmm-mmhma

Subject to the provisions of Article 42.2, a Party wha desires to submii a Dispute for
resolution which has not been promptly resolved as aforesaid shall commence the
dispute resolution process by providing the other parties 10 the Dispule writien notice
of the Disputc (“Nefice of Dispute™). The Notice of Dispute shall identify the parties
1o the Dispute, shall contain a bricf statcment of the nature of the Dispute and the
relief requested and shall request negotiations among Senior Representatives.

(s)  Inithe cvent that any Notice of Dispute is given in accordance with this Anicle
421, mmmumuhmmdhmw

& party to the Dispute, which for the Government shall mean the Minister of
Natural Resources. Within thiny (30) days after the date of delivery of the
Notice of Dispute, the Senior Representatives nepresenting the parties 1o the
Dispute shall meet =t & mutus|ly acceptable date, time and place to exchange
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relevant information in an attempt o resolve the Dispute. If a Senior
Representative intends to be accompanied at the meeting by a legal adviser,
ench other parly shall be given written notice of such intemtion and its Senlor
Representative may also be accompanicd at the meeting by a legal adviser.

If the Dispute canm be resolved by negotiation in accordance with Article
42.1 (a) within sixty (60) days after the date of the receipt by each party to the
Dispute of the Notice of Dispute o such further period as the panties to the
Dispute may agree in writing, any pany 1o the Dispute may seck settlement of
:mliqun with

o be incorporated by reference into this Article, and the parties 1o such
Dispute shall submit to such mediation procedure.

Ifh[hi: not setthed within the earfier of (A) sixty (60) days of the
app of the medi or such further period as the partics to the
Dispiite may otherwise agree in writing under the mediation procedure under
Article 42.1(b), and (B) one hundred and twenty (120) days afier the delivery
of the Dispute Notice, any party to the Dispute may refer the Dispute 10, and
seck final resolution by, arbitration under the LCIA Rules, which Rules shall
e deemed 10 be incorporated by reference into this Anicle.

0]
(i)

hqwﬂ&m.ﬁmnwﬂdﬂhmﬂm
all reasonable endeavours 1o agree on the appointment of the third
arbitrator, who will chair the arbitral tribunal. In case of failure 1o
appoinl an arbitralor of lo agree on the appoiniment of the third
arbitrator, Rules of the LCLA shall apply.

be enforced by any court of competent jurisdiction, i
Kurdistan Region. Any award shall be expressed in Dollars.

‘The Parties agree thal Lhe arbitral award shall be final and not subject
1o any appeal, including to the Courts of England on issues of Law.
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(i) mmnmmmwmmmhud
the arbitral tribunal shall have the authority to amend this Contract to
restore the economic position referred 1o in Article 43,3,

Expert Determination

422 Any disagreement between the Parties relating to Articles 15.9, 27.2 and 27.7. as well
as any disagreement the Parties agree to refer to an expert, shall be submitted 10 an
expert. The Management Committee shall prepare and agree upon appropriate lerms
of reference relating to & disagreement 10 be submitted (o the expert, in accordance
with Article 8.5 (“Terms of Reference”), &5 s00n as possible after the Effective Date.

(a)

© 2014 Kurdistan Regional Government, KRG

The disagreement shall be submitted to an expent appointed by mutual
agreement of the Parties within thirty (30) days following the date of
preparation and agreement of the Terms of Reference by the Management
Commitiee. If the Parties cannot agree on the choice of the expert within such
thirty (30) day period, at the request of either Party, the expent shall be
appoinied by the President of the Energy Institute in London, England. Any
expert appoinied must have the necessary qualifications for reviewing and
deciding on the subject matter of the disagreement.

The duties of the expert shall be stated in the Terms of Reference prepared and
agreed by the Management Commitiee. The Management Commince shall
promptly provide the expert with the agreed Terms of Reference relating to the
disagreement. Each Party shall have the right to give 1o the expert in writing
any information which it considers useful, provided it does so within forty-five
(45) days after the expent’s appointment. Such information shall be provided
to the other Party at the same time and such other Party shall be entitled to
provide comments on such information o the first Party and the expent within
thirty (30) days after receiving such information. The expert shall have the
right 1o review and verify any information he deems useful to assist him in his
review of the disagreement.

The expen shall render his decision within forty-five (45) days of his receipt

of the Terms of Reference and the information reformed 1o in Amicle 42,2

Subject 1o the provisions of Article 15.9, any decision of the expert shall be

final and shall not be subject 10 any sppeal, except in the case of manifest
cosis
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ARTICLE 43 - GOVERNING LAW, FISCAL STABILITY, AMENDMENTS AND
VALIDITY

Governing Law

43,1 This Contract. including any dispute arising therefrom, thereunder or in relation
mmmmhmmmn shall be governed by English law
{except any rule of English law which would refer the matier to another jurisdiction),
wﬂﬁqwmmﬂmnfmmﬂwﬂln
by and p pied in petroleum producing countrics and in

tennuﬁmlpmhm industry,

432 The obligations of the Contractor in respect of this Contract shall not be changed by
the Governmest and the general and overall equilibrium between the Parties under

this Comtract shall not be affected in a substantial and lasting

The Govermment guar o the C . for the entire duration of this
Contract, that it will maintain the stability of the legal, fiscal and economic conditions
of this Contract, as they result from this Contract and as they result from the laws and
regulations in force on the dste of signature of this Contract. The Contractor has
eniered into this Contract on the basic of the legal, fiscal and economic Famework

50 a5 (o restore the Contractor, the Contractor Emtities and any other Person entitled
1o benefits under this Contract 1o the same overall economic position (taking into
mmmm-ﬂwhiﬁﬂhﬂmﬁhﬁhhum

such change in the legal, fiscal and/or ork

If the Ci that its ic position, or the economic position of a
Coatractor Entity or any other Person entithed 10 benefits under this Contract, has
been detrimentally affected as provided in Anicle 43.3, upon the Costractor's

m&hﬂuiﬂl-ﬂhl’uummmwnﬁu

MMWhm:dibm-m
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435 mmuhmﬁm{ﬂ:mmwmum
o the benefit of any future ch legislation or any other
legislation luﬂunfupﬁﬂqn.

43.6 The Parties agree to cooperate in all possible ways with a view 1o fully achieving the
m&&mmmﬂhh&m#n

any mnecessary
right and making available an
fiacilitics and services with & view to the Parties obtaining mecimum mutual benefit
from the Contract.

management of the Contract Area and provided that C

This Contract constitutes the entire agreement of the Parties and supersedes any and
all prior understandings or agreements in respect of the subject matier of this
Contract,
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His Excellency the Minister of Natural Resources
Address:

Ministry of Natural Resources

Kurdistan Regional Government

Erbil, Kurdistan, Iraq

Email: mnr@krgoil.com

To the Contractor:
Murphy Central Dohuk Ol Co., Lid.:
Attention:  Vice President — Africa, Europe, Latin America
Address: 16290 Katy Freeway, Suite 600
77085

Houston, TX
USA

harry_howsrd@murphyoilcomp.com

Petroquest Petrol ve Enerji Ticaret Sanayi Limited Sirketi:
Aftemti Abmet Muhassiloghu

Adidress: Maya Akar Plaza Kat: 16 .62 Esentepe
Istanbul Turkey
Email: ahmet. muhassiloglu@petroquestpetrol.com
A notice delivered by email (followed by air courier) shall, save for manifest error, be
deemed (0 have been delivered upon its Fsion by email.

The above address and'or designated representative of any of the Partics may be
wﬁmutlﬂ)mwmuummd:ﬁmm—th
Article 44.1,
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ARTICLE 45 - TERMINATION

45.1  Subject to the provisions of Article 43.5, the Government shall have the right to
terminate this Contract in the event the Contractor:

{a)  fails to meet o material financial obligation expressly stated in this Contract; or

(&) during the First Sub-Period does not carry out drilling as detailed in Article
10.2 or, during the Second Sub-Period (or earlier), does not carry out drilling,
as detailed in Article 10.3; or

(e)  interrupis Production for a period of more than nincty (90) consecutive days
with no cause or justification acceptable in accondance with this Contract or
under prudent international p industry practice, it being recognised
mmms-wmmﬂmw

Imﬂuﬂbmwm-ummtumdwh
ohject of this Contract. unless such tion or production is
Mwwm&&uawdmmﬂuﬂhm
with prudent international petroleum industry practice;

(e) if the Comtractor comprises solely , is declared bankrupt in
accordance with applicable Law; or —-———

(f)  wilfully refuses to abide by negotistion, medistion, arbitration or expert

decision under Arficle 42.

The Government may also terminate the Contract only in respect of’ one Contractor
Eatity if such entity is subject w0 & Change of Control for which the Governmeni has
not given its authorisation in accordance with Anicle 39.7.

Al any time prior to the Devel Period, the C: shall have the right to
terminate this Contract by surrendering the entire Contract Area in accordance with
the provisions of Artiche 7.

During the Development Period, the Contractor shall have the right to terminate this
‘Contract at any time by sumendering all Production Arcas, provided its then current
obligations have been satisfied in accordance with this Contract.

If ithe G intends to fits right 1o inate this Contract pursuant to
Article 45.1, hmwmﬂmmmm

(@)  The Govermment shall notify the Contractor of its intention to terminate this
Contract stating the reasons for such termination and requesting the latter:

(i) 1o remedy the default; or
(ii)  to propose acceptable compensation.

- -

© 2014 Kurdistan Regional Government, KRG

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=96



2/11/2014 Central Dohuk PSC - Murphy/Petroquest - 14/10/2010

mmmmmmummnhmuﬁma
has not | the situati mﬁﬁdwmm
in

compensation
each case acting reasonsbly, hm:mwh&min
writing that the Contract shall be tcrminated from the sermination date detailed
in such motice. This Contract shall terminate on such termination date unless
the Comtractor issues & notice of dispute as provided under Article 42, in
which case this Contract shall remain in force until a final settlement of the
g:’mmamﬂauhmmmmmlmm

The foregoing provisions of this Article 45.5 are subject to the proviso that, in case of
a dispute where there has been breach of this Contract which has been submitied 1o
dispule resolution pursuant to Article 42, the Government shall not be entitled o
exercise [ts right 1o terminaie this Contract prior to a final determination under Article
42 in favour of the Government.

If the Government terminates this Contract pursuant to the provisions of Articles

4$lﬂiiihmﬂlmdlhaﬂsndm-ﬂaﬂm

Motwithstanding the foregoing, the provisions of Articles 14.10, 16.7, 30, 31, 32.5,

35.1, 353, 354, 35.7, 36, 38.2(ck 41, 42, 43.1 10 43.6 and 46.4 shall survive the
or expiry of this Contract.

If the Contract is terminated under Article 45.2 or 46,1 the interest of the relevant
Contractor Eatity shall be transferred 10 the other Comtractor Entities in the
wmh-ﬂhhﬁmhemmh'hhwd
-mhdhmﬁmnmimmuﬂ“mhh
the market value thereof (as such term is defined in Article 39.7). Such transfer shall
nol give rise to any Tax including on the ideration paid or received or on the
income or gain therefrom,

ARTICLE 46 - APPLICATION OF CORRUPTION LAWS

Each Contractor Entity agrees that if it is, st any time, reasonably proven to be in
breach of Kurdistan Region Law conceming comuption any Centractor Entity or the
Government may terminate this Contract in respect of the defauliing Comtractor

1f this Contract is reasonubly proven to have been obtained in violation of Kurdistan
Region Law concemning corruption, this Contract is void ab imitie.

Each Contractor Entity and the Government agrees to comply with the United States
Foreign Corrupt Practices Act, as amended from time to time.

Any Party in breach of Article 46.3 agrees that it shall be liable to the other Panies for

any losses, expenses and damage it may cause 1o them as a result of the breach of
Article 46.3, and shall defend. indemnify and hold harmless such Parties with respect

K7
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10 all claims for such loss, expense and damage.

ARTICLE 47 -COUNTERPARTS; EFFECTIVE DATE

mmwmﬁMhmmmmm-m
and all of which, collectively, constitute only one agreement. The signaturcs of all of the
Mu-dquuuﬂmmdblhwwnmw
page by f | ic scan is as effective as executing and delivering this
Coﬂunhmnfhduhﬂnﬁhﬁ-ﬁuudﬁuﬂuwdﬂhnydm
exccuted counterpart from each Party o cach of the other Parties. In proving this Contract, a
Party must produce or account enly for the executed counterpart of the Party to be charged,

[Signature page follows. |
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Entered into as of 14F- Jo+ 2010,

For the KURDISTAN REGIONAL GOVERNMENT
.

L
By: w.m—-‘——'
Ashti Hawrami
Minister of Natural R
Kurdistan Regional Government
On behalf of the Ministry of Matural
Resources in the Kurdistan Region
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ANNEX A
Map showing coordinates of Central Dohuk Block Contract Ares corner pots

entral Duhok
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PARAGRAPH | - GENERAL PROVISIONS

Purpose

To classify expenditures, define further Petrolsum Costs (in addition to those defined
as such In the Articles of the Contract), and prescribe the manner in which the
Contractor’s Accounts shall be prepared and approved.

Definitions

Words and phreses to which 2 meaning has been assigned in Article 1 or other
Articles of the Contract shall have the same meaning when used in this Annex.
Inconsistency

In the event of any i i or conflict b the prowvisions of this Annex and
the other provisions of the Contract, then the other provisions of the Coniract shall
prevail.

Acevunting Records and Reports

The Contractor shall maintain the Accounis in accordance with Articke 15.1 and in
accordance with this Accounting Procedure, including in accordance with the charis
of Accounts agreed under Paragraph 1.4.2.

Within sixty (60) days of the Effective Date, the Contractor shall submit 1o and

request in writing
revisions 1o the proposal. Within one hundred and eighty (180) days afier the
Effective Date, the Contractor and the Govermment shall agree on the outline of
charts of Accounis which shall describe the basis of the accounting system

accounting, recording and reporting functions, and procedures which are, and shall be,
observed under the Contract.

Notwithstanding the gencrality of the forcgoing. the Contractor shall make regular
Statemnents relating 1o the Petroleum Operations. These Statements are as shown:

{a)  Production St {as indicated in Paragraph 6).

© 2014 Kurdistan Regional Government, KRG
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(b} Value of Production and Pricing Statement (as indicated in Paragraph 7).

(e} Cost Recovery and Share Account Statement (as indicated in Parngraph ),
(d)  Statement of Expenditures and Receipts (as indicated in Paragraph 9).

€)  Final End-of-Year St (as indicated in Paragraph 10).

(0 Budget Statement (as indicated In Paragraph 12).

All reports and statements shall be prepared in accordance with the Contract,
Kundistan Region Law, and where there are ne relevant provisions of cither of these,
in accordance with prudent interational petroleum indusiry practice.
Language und Units of Account

All Accounts hall be maintained and prepared in the English language and shall be
recorded in Dollars. Where necessary for clarification, the Coniracior may also
maintain Accounts in other currencies.

Audit and Inspection Rights of the Government

In addition o the provisions of Articles 153 to 157 and 15.9, the following

n;v;iﬁnmﬂqﬂruuy-ﬁwrhdﬂhm-mmﬁﬁslﬂw
15.7:

o ]

documents, comespondence I ds bly
considered necessary by the Government 10 audit and verify the charges and credits,
values and treatments.

Furthermore, the auditors shall have the right in connection with such audit, to visit

and inspect al reasonable times, all sites, plants, facilities, warchouses and offices of

the Conmtractor direcily or indirectly serving the Petroleum Operations and 1o
e : iated with those Petroleum Operati

Where the Govermment requires verification of charges made by an Affiliated

the Contractor’s statutory audilor.

All agreed adjustments resulting from an audit shall be prompily made in the
Contractor's Accounts and any conscquential adjustments 1o payments due to the
Contractor or lo the Governmend, as the case may be, shall be made prompily.

© 2014 Kurdistan Regional Government, KRG
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1.64 When issues are outstanding with respect to an audit, the Contractor shall maintain

L7

the relevant documents and permit inspection thereof until the fssue is resolved.

Payvments
Unless as otherwise provided in Article 24, Ariicle 29 or cther Aricles of the
Contract:

All payments between the Parties shall, unless otherwise agreed, be in Dollars and be
made through a bank designated in writing by each receiving party; and all sums due
under the Contract shall be paid within thiny (30) days following the end of the
Month in which the obligation 1 make such payment occurred.

All sums due by one party to the other under the Contract shall, for ench day such
sums ane overdue, bear interest compounded monthly st LIBOR plus two per cent
2%).

Currescy Exchange Rates

hﬂﬂmhhmdmmummmm apply to any
exchanges of currency carried out in accordance with

Amounts received and Petrolcum Costs incumred, shall be converied from other
imo Dollars in sccordance with the Contractor's usual accounting
procedures which shall reflect generally accepted accounting practices in the
international petroleum indusiry, and with reference (o exchange raies obtained in
accordance with Article 29,

Accrual Basis and Reporis

All books and Accounts shall be prepared on an accrual basis in accordance with
generally accepted accounting principies used in the imernational petroloum industry,

Values and Treatments

Values and trestments proposed by the Coatractor relating to all Petroleumn Costs
shall be subject to challenge by the Government in the course of audil to ensure that
they arc in accordance with the provisions of this Accounting Procedure.

PARAGRAPH 2 — CLASSIFICATION, DEFINITION AND ALLOCATION OF
COSTS AND EXPENSES

Segregation of Costs and Expenses

Petroleum Costs shall be segregated in & with the purp for which such
Petroleum Costs are made, The purposes which shall qualify ane:

(8)  those which have been included in the approved Work Program and Budget
fior the year in which the Costs and Expenditures are made;
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(b)  expenditurcs incurred in cases of emergency as set out in Articles 11.7, 13.5,
13.9 355, 35.6 and any other Articles of the Contract;

(e)  any other purposes agreed in the Articles of the Contract; and
{d)  other items which have been agreed by the Parties from time to time.

All Petroleum Costs recoverable under Paragraph 3 relating to Petroleum Operations
shall be classified, defined and allocated as set out below,

Esploration Casts

Exploration Costs are all direct and allocated indirect costs and expenditures incurred

in carrying out the Exploration Operations, inchading all direct and allocated indirect
costs and cxpenditures incurred in the search for Petroleum in an area which is, or was
al the time when such costs and expenses were incurred, pant of the Contract Area
including:

Aerial, geophysical, geochemical, palcontological, geological. iwpographical and
seismic surveys and studies and their imterpretation and purchased peclogical and
geophysical information,

Stratigraphic test hole drilling and water well drilling.

Labour, materials, supplies, and services used in drilling and formation testing of
wells with the object of finding Petroleum or Appraisal Wells excluding any costs of
the subsequent completion of such wells as producing wells.

Facilities to the extent used in support of the purp described in Paragraphs 2.2.1,
2.2.2 and 2.2.3, including access roads,

That portion of all service expenditures and that portion of all general and
administrative expenditures directly attributable w0 Exploration Costs or allocated
thereto on a consistent and equitable basis,

Any other expenditures incurred in the search for and appraisal of Petroleum after the
Effective Date and not otherwise covered under this Parngraph 2.2,

Gas Marketing Costs

Gas Marketing Costs are all direct and allocated indirect cosis and
h-ﬁhmmﬂ-mm

service expenditures and that portion of all general and administrative expenditures
MWHMMCNMMMwuw-ﬂ
equitable

Development Cosis

Development Costs are all direct and allocated indirect costs and expenditures
mmmumwhmummm
indirect costs and expenditures incurred
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mﬂhMNWsm“&daﬁlekﬁ:m
ng from a leurn reservoir, whether these wells are dry or producing
ﬂdﬂlmmmmm&muﬂhmqufm

Completing wells by way of installation of casing or equipment or otherwise after a
well has been drilled for the purpose of bringing the well into use as a producing well
or as a well for the injection of waier or gas to enh v of Petrol

Engineering and design studies for the wells and facilities referred to In Paragraphs
24.1,242and 24.3,

And including that portion of all service expenaditurcs and that portion of all general
and administrative expenditures directly anributable to Development Costs or
Mm«-:mmwmmqmm
mzumww not  otherwise covered under
Paragraph 2.3

Production Cests

Production Costs are all direct and allocated indirect costs and expenditures incurred
hmgwmmlnﬂﬂ‘ﬂﬂﬂﬂmmm

and expenses incurred in Petroleum Opertions after First Production which are other
_ Explcnh- Cﬂﬁ Gll m Costs, Devclopment Cosis  and

include that jon of all service
mu—maumﬂmmmwm
wwmmﬂmmMaMMm

Decommissioning Costs

Decommissioning Costs are all direct and allocated indirect costs and expenditures
incurred in carrying out Decommissioning Operations and include that portion of all
service expenditures and that portion of all general and administrative cxpenditures
directly attributable to Decommissioning Costs or allocated thereto on o consistent
and equitable basis, and the Decommissioning Reserve Fund shall be determined on
such basis, in advance of incurring such costs, as provided in Article 38 and, for the
purposes of cost recovery, the contributions w the Decommissioning Reserve Fund
uuwuwmmu

Serviee Expenditures

mwnwhmdhﬂmmm
mmmu&;w' i, fire and security
workshops, water and sewerage plants, power plants, housing, community and
recreational facilities and furniture, wols and equipment used in these activities.
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in any Calendar Year shall include the costs incurred in such

and/or construct the said facilities as well as the annual costs of
operating the M“MNINW}'

specified in Paragraphs 2.2.5, l!.!-i.!&nd!.iw!whnh

ing Costs, Devele mm-ﬁwh’

rupawwbrmdﬂ separately shown under each of these categorics.

service expenditures are made in respect of shared facilities, the basis of

allocation of costs to Petroleum Operations shall be consistent and equitable and shall
be specified.

General and Administrative Expenditures
General and adminisirative expenditures are:

Parent Company Overhead will be deemed 1o cover the actual cost (being salaries,
wages and labour burden,

© 2014 Kurdistan Regional Government, KRG

cannol, without unreasonable effort and/or expenditure or without the release
of confidential data propriectary 10 any of the Contractor's AfMiliates, be
charged under any other section of this Annex; and

are properly allocable to Petrol Operations under the Contract. It is
Mwummwummm
and other corporate depariments which directly benefit Petrobeumn Operations
under the Contract shall be charged as direct costs in accordance with
Paragraph 3.
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hmﬁhmdhﬁ:ﬂwsﬁuﬂmﬂuﬁuﬂ.nm
the Costractor shall charge monthly to Petroleum Operations an amount
mmmwwmmw
2.8.2.1 Exploration Overhead

The Contractor shall be entitled t0 an annual

mmmmmnummwwm-.Mm
Paragraph 3.1.8(b). The sliding scale percentage shall be the following:

For the first four million Dollars (LIS$4,000,000) four per cent (4%)
For the next four million Dollars (L/S$4,000,000) three per cent (3%)
Over eight million Dollars (US$8,000,000) two per cent (2%)

The foregoing percentages may be reviewed but not more often than annually, and
any approved appropriate adjustment shall be made, If necessary, prospectively.

2.8.2.2 Development, Production and Decommissioning Operations Overhead

The overhead rates applicable 10 Development, Production and Decommission
wuhwmum&.hhmwulmm

(a) Contractor’s charges must be charged as dircct charges whenever

© 2014 Kurdistan Regional Government, KRG
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ﬂm the method used in allocating overhcad 1o Peiroleum Operations
hercunder as opposed to other nctivities is reasonable and in accondance with

generally sccepted accounting practices.
(f)  The Comtractor must budget for overhead charges.
2.8.3  All general and administrative expenditures shall be regularly allocsted as specified i
I‘w:&i.’ 24, 2.5 and 2.6 to Exploration Costs, (hllh:dncmn

Development MMMIMMWM
shall be separately shown under each of these categories.

FARAGRAFH 3 - COSTS, EXPENSES, EXPENDITURES AND CREDITS OF THE
CONTRACTOR

under the headings referred 10 in Paragraph 2 shall be recoverable for the purpose of
Article 25 of the Contract (except 1o the extent provided in Paragraph 4 or elsewhere
in this Annex), subject to audit as provided for in Article 15 and in Paragraph 1.6,

Surface Rights
All direct costs necessary for the acquisition, renewal or relinquishment of surface
rights acquired and maintained in force for the purposes of the Contract,

3.1.2 Labour and Associated Labour Costs
(a)

engaged in the conduct of Petroleum Operations under the Contract in the
urdistan Region. Such costs shall include the costs of salaries,

© 2014 Kurdistan Regional Government, KRG
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311(¢m,(e).[n-nmm1|hcwaﬂhhmnrmm
allocation shall be specified.

The Contractor’s costs regarding holiday, vacation, sickness and disability
benefits and living and housing and other customary allowances applicable to
the salaries and wages chargeable under Paragraph 3.1.2(b).

s

or

applicable
and wages chargeabie under Paragraph 3.1.2(b).

The Comtracior's cost of cstablished plans for employees’ group life
insurance. hospitalization, pension, stock purchases, savings, bonus, and other
benefit plans of a like nature cosomarily granted to the Comtractor's
employees, provided however that such costs are in accordance with generally
mmhumwmwm

wages chargesble 10 Petroleum Operations  under

of employees of Costractor,
mmmmumumaumm
including their families and personal effects, assi R
ﬁm-h-muﬂmndxﬂleml‘urht)pm“
Paragraph 3.1.2(b).

Actual transportation expenses of expatriate personnel transferred 10 Petroleum
mmmmduﬁhﬂ-ﬂhwwumm
from Petroleum Operations to &

muﬂwhﬁ:mfﬁkmﬁnﬂnﬂthd—pﬂmmm
Operations. Transportation cost as used in this section shall mean the cost of freight
and passenger service, meals, hoels, insurance and other expenditures related 1o
vacation snd transfer trave| and authorized under the Contractor’s standard personnel
policies. The Contractor shall ensure that all expenditures related 1o

mmmu&m’ ies, which have benefited from the personnel

(g)  Reasonable personal expenses of personnel whose salaries and wages ane
m’:"mm*m”-ﬂﬂﬂhm
persumﬂpicius. hhmuﬂwnmmmm

Petroleum Opcrations, the Petroleum Operations shall be charged with only
xwwmmmumu-mﬁh

materials and ies other than

transportation of employees, equipment.
as provided in P"mh!lxnmhthm the Petroleum
mm Contract along with other related costs such as, but not limited
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to, import duties. customs fees, unloading charges, dock fees, and inland and ocean
freight charges.

314 Charges for Services

fa)
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‘establishing, maintaining
MMMUM&HMMMEMW
1 any such facility services more than one contract area the net costs thereof shall be
allocated on an equitable basis in accordance with prudent international petroleum

Ecological and Environment

(a)  Costs incurred in the Contract Area as a result of legislation for archacological
mm&ﬂwﬂqhmﬂmh of cultural
OF FESOURCES;

Gmhﬂhmwmmhwmmww
authorities, including an
W»mhﬂjﬂh&mdmﬂ-mmm

complying with the requirements of Aricle 37;
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Costs to provide o have available poll and
cquipment;

Costs of actual control and cleanup of oil spills, and of such frther
Mmhmumhmb}w and

Costs of restorati incurred pursuant o an
wmmmwwmumhm

Any costs incurred for the decommissioning of facilities and site restoration,
incuding any related activity required by the Government or other competent
authority or by the Contract; and

Any contributions made by the Contractor to the Decommissioning Reserve
Fund in sccordance with Article 38, when such contributions are made.

Material and Equipment Costs
Costs of materials and supplies, equipment, machines, tools and any other goods of n
similar nature used or consumed in Petroleum Operations subject to the following:

(a)

© 2014 Kurdistan Regional Government, KRG

Acquisition - ummq supply or purchase malerials for use

emergency needs, weather conditions affecting operations and

Componeats of costs, arm's length tramsactions - except as otherwise
provided in paragraph 3.1.8(d), material purchased by the Contractor in amm's
length transactions in the open market for use in the Petroleum Operations
under the Contract shall be valued 1o include invoice price less trade and cash
discounts (if any), licence focs, purchase and procurement fees plus freight
and forwarding charges between point of supply and point of shipment, freight
to port of destination, insurance, taxes, customs duties, consular fees, excise
taxes, other items chargeable against imported matcrials and, where
applicable, handling and transporiation expenses fram point of importation to
warehouse or operating site. Where an Affiliate of the Contractor has
arranged the purchase, coordinated the forwarding and expediting effort, its
costs should not exceed those currently prevailing in normal arm’s length
transactions on the open market and in any case shall not exceed a fee equal 1o
two per cent (2%) of the value of the materials added to the cost of the

materials purchased.

Accounting - such material costs shall be charged to the accounting records
and books in accordance with the “First i, First Out” (FIFO) method;

T
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Material purchased from or sold 1o Affiliates of the Comtractor or transferred
from other activities of the Contractor to or from Petroleum Operations under
this Contract shall be valued and charged or credited at the prices specified in
Paragraphs 3.1.8(d)(i). 3.1.8(dKii} and 3.1 8(d)iii):

(i

m::“-r;mnuﬂn-umw-um
which ot exceed the price prevailing in normal arm's length
transactions in the open market.

Used material (Conditions “B”, “C” and “D™;

(A)  Material which is in sound and serviceable condition and is
suitable for re-use withowt reconditioning shall be classified ag
Condition “B" and priced at seventy five per ceni (75%) of the
current price of new material defined in Paragraph 3.1.8(d)(i)

Material which cannot be classified as Condition “B™ but which

Material involving ion-costs shail he: 4 ot T amniiabits
condition percentage of the cumrent knocked-down price of new
‘material as defined in Paragraph 3.1.8(d)(i) .

When the use of material is lemporary and its service 1o the Petroleum
Operations under the Contract does not justify the reduction in price as
provided for in paragraph 3.1.8.(dNii)(b), such matcrial shall be priced
on a basis that will result in a net charge to the accounts under the
Contract consistent with the value of the service rendered,

Premium prices - whenever material is not readily obtainable at
published or listed prices b of national pencies, strikes or
other unusual causes over which the Contracter has no conatrol, the
Comtractor may charge Petroleum

material af the Costractor's actual cost incurred in providing such
matcrial, in making it suitable for use, and in moving it 1o the Contract
Area; provided nofice in writing is furnished to the G of the
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proposed charge prior to charging Petroleum Operations for such
material and the Government shall have the right 1o challenge the
transaction on audit.

{vi) Wﬂnntydl’ﬂﬂhl

the

Mhﬂmhmdnmm-mlmm

been received by the Comtractor from the manufiscturers of the
material or their agents.

(vil)  Adj arising from fal inventories conducted in accordance
mws_r_

Equipment of the Comtractor charged at rates not to exceed the average
commercial rates of non-affilisted third partics for equipment. facilithes,
installations and wtilities for use in the arca where the samc arc used. On
request. the Coatractor shall fumish a list of rates and the basis of
opplication. Such rates shall be revised when found to be cither excessive or
insufficient, but not more than once every six (6) Months,

&iﬂhnﬁuﬂuﬁrwuhhhﬁcummw
may be charped at repl cost less depreciation plus i costs
mﬂwhwnummm

Use of leased or hired machinery and/or equipment in the Petroleum
wulluwsmnm»mm This may include
and de-mobilisation charges, lease and hire fees, as well as other

mm

319 Rentals and Taxes

All rentals of every kind and nature levied by any Govermment and all Taxes
imposed in connection with the Comiractor's assets, income or activities under the
Cﬂﬂlﬂpﬁlmbyﬂmw Contracter Entity (save where
the contrary is expr in the C ) with the exception of Taxes
wmmn:}.mmmmmmﬂw
‘other payments made under Article 32,

If the Comtractor, any Contractor Entity or any of its Affilisted
ﬂﬁdmmwmmnluﬂimmm:{mhh
Petroleum

under the Contract, its charges for such services may be

increased by the amount required 1o cover such taxes (grossed up) including taxes on
such gross up.
3.1.10 Inssrance and Losses

Insurance premiums and costs incurred for insurance carried for the benefit of the
Petroleum Operations provided thai such insurance is customary, affords prudent

protection against risk and is al a premium no higher than that charged on a

eﬂpdmwllmby insurance companies which are nol Affilisted Companics of the
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. Such costs may include repair and replacement
of property in the Contract Area resulting from damages or losses incurred by fire,
food, storm, theft, accident or such other cause.

asserting, defending, or settling of any claim or legal action necessary or expedient for
the procuring. perfecting, retention and protection of the Contract Area, and in

are rendered in such matiers by salaried or regularly retained
Contractor or an Aflllisted Company of the Conmtractor, such
included instead under Paragraph 3.12 or 3.1.4(b) as

transactions, as well 48 currency exchange losses incurred by the Coatractor in
ion with the Petrolewm O i

3.1.16 Other Expenditures

Other reasonable expenditures not covered or dealt with in the foregoing provisions of
quhlhﬁhww‘mﬂhmfﬂmhhw.

. I8

o b
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Credit Under the Contract

The proceeds, other than the proceeds from the sale of Petroleum received from
Petroleum Operations under the Contract, including the items listed below shall be
credited to the Accounts under the Coniract for the purposes of Article 25 of the
Contract:

The proceeds of any insurance or claim or judicial rds in
Petroleum Operations under the Contract or any assets charged 1o the Accounts

the Contract where such operations or mssets have been insured and the premium
charged 1o the Accounts under the Contract.

costs charged to the accounts under Paragraph 3.1.11 and subsequently
x«uﬁbyﬁe&unu-.

Revenue received from third parties for the use of property or assets the cost of which
has been charged to the Accounts under the Contract.

Any adjustment received by the Contractor from the suppliers/imanufacturers or their
agents in conmection with a defective material the cost of which was previously
harged by the C 1o the A under the Contract.

Rentals, refunds, including refunds of taxes paid, or other credits received by the
Contracior which apply to any charge which has been made w0 the Accounts under
the Conitrct, but excluding any award granied 1o the Contractor under arbitration or
expert proceedings.

mmwwummhmhm&

d from the Kurdistan Region or transferred to another Contract
Mwﬂﬂhhxmﬁmlqi-.
Mﬁuﬂﬂwmthrdﬂuuhu&--ﬂh

Petroleum Operations the

acquisition costs of which have been charged 1o the
Accounts under the Contract.

Proceeds derived from the sale or license of any intellectual property the development
costs of which were incurred pursuant (o and are recoverable under the Contract.

Proceeds derived from the sale, exchange, lease, hire, transfer or disposal in any

manner Whatsoever of any other item the costs of which have been charged to
Petroleurn Operations.

Duplication of Charges and Credits

Notwithstanding any provision to the y in this A ing Pr there
ﬂhmmoFWMMﬁhmnﬂ:hm
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PARAGRAPH 4 - COSTS AND EXPENSES NOT TO BE TREATED AS
RECOVERABLE

The following cosis and expenditures shall not be included in the Petroleum Costs
recoverable under Article 25:

4.1

Taxes on income or profit paid to any Government authority except taxes and duties
that may be included in the costs of material and equipment purchased for the
Petroleumn Operations;

Any payment made to the Goverament by reason of the failure of the Contractor 1o

fulfil its Minimum Exploration Obligations in respect of the relevant Sub-Period
under the Contract.

‘The cost of any betier of guaraniee, if any, required under the Contract;

The bonuses, Capacity Building Payments, or other payments set out in Article 32 of
the Contract;

Costs of marketing or transportation of Petroleum beyond the Delivery Point
{exeluding Gas Marketing Costs);

Am'sﬁsudoﬂ!ﬂ‘mﬁufm-mwﬁuwﬁubmnh
Article 42 of the Contract or i expert
uﬂmﬂmhum«umm

Any interests, fees, costs and expenses paid by the Contractor for loans and any
other form of financing or advances for the financing of the Petroleumn Costs entered
into by the Contractor with third parties or Affiliated Companies;

Any accounting provision for depreciation and/or amortisstion, excluding any
adjustments in value pursuant to Peragraph 3.1.8;

Dividends, repayment of equity or repayment of intcrcompany loans;
Fines and penalties imposed under Law.

FARAGRAFH 5 - RECORDS AND VALUATION OF ASSETS
Records
The Contractor shall maintain detailed records of property in use for Petroleum
imternational
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Failure of the Governmeat 1o be represented at an invemtory shall bind the
Goverament o accept the inventory taken by the Contractor.

may, ai the request of the assignee, wke & special inventory
provided that the costs of such inveniory are bome by the assignee.

PARAGRAPH 6 - PRODUCTION STATEMENT
Production Information
Without prejudice io the rights and obligations of the Parties under Article 16 of the
mmum«mmmmummum
shall submit a monthly production to the Gi
following information scparsicly for cach producing Development .hnamd im
aggregate for the Contract Area:
The quantity of Crade Ofl produced and saved.
The quality characieristics of such Crude Ol produced and saved.
The quantity of Matural Gas produced and saved.
The quality char isties of such Natural Gas produced and saved.

The quantities of Crude Oil and Natura| Ges wsed for the purposes of carrying on
drilling and p operations and pumping to ficld storage.

The quantities of Crude Oil and Natural Gas unavoidably lost.

The quantities of Natural Gas flared and vented.

The size of Petroleum stocks held af the beginning of the calendar Manth in question.
The size of Petroleum stocks held at the end of the calendar Month in question.

6.1.10 The quantities of Natural Gas reinjecied inio the Reservoir.
6.1.17 In respect of the Contract Arca as a whole, the quantitics of Petroleum transferred at

the Measurement Point. All quantities shown in this Statement shall be expressed in
both volumetric terms (Barrels of oil and cublc meters of gas) nd in weight (metric
LORNEs ).
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Submission of Production Statement

The Production Statement for each calendar Month shall be submitted 1o the

Government no later than ten (10) days afier the end of such calendar Month.
PARAGRAPH 7 - VALUE OF PRODUCTION AND PRICING STATEMENT

Value of Production and Pricieg Statemeat Information

The Contractor shall, for the purposes of Amicle 25 of the Contract, prepare a

statement providing calculations of the value of Crude Oil produced and saved during

each Quarter and Month.

This “Value of Production and Pricing Statement” shall contain the following
information:

The quantities and prices realized thercfor by the Contractor in respect of sales of
Natural Gas and Crude Oil delivered to third partics made during the Quarter and
Maonth in question.

The quantities and prices realized therefor by the Contractor in respect of sales of
Natural Gas and Crude Oil delivered during the Quarter in question, other than to
Thind Parties.

Submission of Value of Production and Priciag Statement

The Value of Production and Pricing Stalement for each Quarier and Month shall be

submitied 10 the Government not |ster than ten(10) days afier the end of such
Quarter,

PARAGRAPH § - COST RECOVERY AND SHARE ACCOUNT STATEMENT

Cost Recovery Statement

The Contractor shall prepare with respect to each Quarner and Month a Cost
Recovery Statement containing the following information:-

Recoverable Petroleum Costs camied forward from the previous Quartér and Month,
if any.

Recoverable Petroleum Costs for the Quarier and Month in question.
Credits under the Contract for the Quarier and Month in question.

Total Recoverable Petroleum Costs for the Quarter and Month in question (Paragraph
8.1.1 plus Paragraph 8.1.2, net of Paragraph 8.1.3).

Quantity and value of Petroleum applied to cost recovery pursuant to Article 25 taken
by the Contractor for the Quarter and Month in question.
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Amount of recoverable Petrolcum Costs 1o be carried forward into the next Quarter
and Month (Paragraph 8.1.4 net of Paragraph 8.1.5).

Cumulative Froduction Statement

The Contractor shall prepare with respect to cach Quarter and Month a Comularive
Production Statement containing the following information:

The cumulative production position at the end of the Quanter and Month preceding the
Quarter and Month in question.

Production of Export Petroleum for the Quarter and Month in question.
The cumulative production position at the end of the Quarter and Month in question.

The amount of Petroleun applied to Royalty pursuant io Article 24, cost recovery
pursuani 0 Article 25 and Profit Petroleum pursuant to Articke 26 tsken by the
Government and by the Coatractor, respectively, during the Quarter and Month in
question,

The forecast of production and the share of Petroleum applied 1w Royalty pursuant 1o
Article 24, cost recovery pursuant to Article 25 and Profit Oil pursuant 1o Anicle 26

duc to the Government and 10 the Contracier, respectively, for the next succeeding
Quarter and Month.

Preparation and Submission of Cost Recovery and Cumulative Production
Statements

Provisional Cost R v and Cumulative Production

5 Eee
Mmmm shall be submitted by the Contractor on the
last day of each Quarter and Month for the purposes of Article 25 of the Contract.

Final quarterly Cost Recovery and Cumulative Production Statements shall be
submittcd within thirty (30) days of the end of the Quarier and Monih in question.

Annual Statement

For the purposes of Article 23 of the Contract, an Annual Cost recovery and
Cumulative Production Stalement shall be submitted within nincty (30) days of the
end of each Year. The Annual Staterent shall contain the categorics of information
listed in Paragraphs 8.1 and 8.2 for the Year in question, separated into the Quarters
of the Year in question and showing the cumulative positions st the end of the Year in
question with respect 1o cumulative unrocovered Petroleumn Costs and Cumulative
Production,

FARAGRAFPH 9 - STATEMENT OF EXPENDITURE AND RECEIPTS
The Contractor shall prepare with respect to each Quarter a Statement of

Expenditure and Receipts under the Contract. The Statement will distinguish between
Exploration Costs, Gas M 1g Costs, Develop Costs, Production Costs and
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Decommissioning Costs and will identify major items of expenditures within these
categories, The Statement will show the following:

Actual expenditures and receipts for the Quirter in question.

Cumulatiy diture and receipts for the budger Calendar Year in questi
Latest forecast cumulative expenditures st the Calendar Year end.

Variations between budget forecast and latest forecast and explanations thereof.

The St of Expenditure and Receipts of each Quarter shall be submitted to the
m»ummmmﬁumu{-ﬁm

PARAGRAPH 10 - FINAL END-OF-YEAR STATEMENT

The Comtracier will prepare a Final End-of-Year Statement. Ths-umﬂﬂmmh
hﬁm;mmhmms« Value of F jon and Pricing

Cost Reco and Cumulative Production Statements and  Statement of
mﬂmhwlubwmmwhu‘mm-d

of each Calendar Year shall be submitied to the Govermment within ninety (30) days of the
end of such Calendar Year.
PARAGRAPH 11 - AUDITS

Each such report and statement provided for in Paragraph & through 10 shall be considered
true and correct, unless the Government raises an exception thereto within the timeframe and
uniler the process set out in Anticle 15 of the Contract

PARAGRAPH 12 - ANNUAL WORK PROGRAM AND BUDGET
1.1 Each annual Work Program and Budget to be prepared in accordance with Articles

11, 12 and 14 of the Contract, in respect of Explomtion Costs, Gas Marketing Costs,

Devel Costs and Production Costs respectively will show the following:

11.1.1 Forecast expenditures for the budget Calendar Year in question including a quarterly
classification of sech expenditunes.

11.1.2 Cumulative expenditures 1o the end of sald budget Calendar Year.

11.1.3 A schedule showing the most imporiant individual ilems of Development Costs (il
applicable) for said budget Year.
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PARAGRAPH 13 - CONTRACTOR ENTITY INCOME TAX COMPUTATION

13.1

For the purpose of Article 31.3(b) of the Contract, the et taxable profits of each
Coatractor Entity from all the Petroleum Operations carried out under this Contract,
shall be cnlculated in accordance with this Paragraph.

Each Comtractor Entity shall maintain for cach Calendar Year separate Accounts
with respect to the Petroleum Operations which shall be used, inter alia, to establish a
profit and loss sccount and a balance sheet which will show the results of the
Petroleum Operations carried out in such Calendar Year as well as the assets and
WBISIWEIMMM The profit and loss scoount will be
maintzined under the accrual method of accounting.

For purposes of determining the net taxable profits of each Centractor Entity for
COTPOTALE INCOME 1Y PUMPOSEs:

the profit and loss of such Ci Entity shall be credited with the

(2) ifhhunlunuhumubmhu revenues arising from the
disposal of ded in such entity’s Accounts and
determined in d -ﬁdn iisions of Article 24;

(b)  revenues arising from the disposal of any Available Petroleum to which such
entity is entitled for recovery of its Petroleum Costs as recorded in its
Accounts and determined in accordance with the provisions of Article 25;

revenues from the disposal of any Profit Petroleum to which such entity is
entitled under Article 26 as is recorded in ils Accounts and determined in
dance with the provisions of Article 26;
[C1] mmMumumMuummm
including those arising from the di | of related Py
from the age and sportation of products for thind parties;

{e)  any exchange gains realised or other financial income eamned by such entity in
tion with the Petroleum Operations;

l;s:hmﬂmmh#m&wulhmmm
charges incurred for the purposes of the Petroleum Operations wi d inside
or outside the Kurdistan Region, which charges shall include the following:

(a)  in addition to the charges specifically set forth below in thix Paragraph, all
other Petroleum Costs, including the costs of supplies, personnel and
manpower expenses, and the cost of services provided 1o the Contractor in
connection with the Petroleum Costs;
if the Royalty is paid in cash pursuant to Article 24, Royalty payments made
and as recorded in such entity’s Accounts and determined in accordance with
the provisions of Article 24;
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General and administrative expenditures related io the Petroleum Operations
i | under this Ci

L

depreciation of capital expenditure in accordance with the following
provisions:

(iy  capital expenditures incurred by the Contractor for the purposes of the
Petroleum Op shall be depreciated on a reducing balance basis;

(iiy  the depreciation rates, which shall be applicable from the Calendar
Year during which such capital expenditures are incurred, or from the
Calendar Year during which the assets corresponding to said capital
expenditures are put into normal service, whichever is later, for the
first Calendar Year in question and for each subsequent Calendar Year,
wre as follows:

Nature of the capital asset 1o be depreciated  Annual depreciation Rate

Permanent buildings
Temporary buildings

Office and home furniture and fixtures
Productive wells
Production and delivery equipment

All other capital assets

Exploration Costs (which for the avoidance of doubt include appraisal
expenditures) shall be deductible on a reducing balance basis ot the mie of
20% per annum.

interest and fees paid wo creditors of the Contractor, for their actual amount;
losses of Assets resulting from destruction or damage, assets which are

renpunced o abandoned during the year, assets which are transferred under
Article 20.2, bad debts, indemnities paid to third parties as compensation for

http://mww.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=96
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training.
provided in Article 23.9, the costs specified in Articles 23,11, 38.1 and 38.6
and transportation and marketing costs beyond the Delivery Point;

@

13.3.3. the net profit of such Contractor Eniity shall be equal to the difference between all
the amounts credited and all the amounts debited in the profit and foss account; and

{a) il this amount is negative, it shall constitute a loss.

(b) i the amount is positive, it shall be grossed up to take account of the fact that
such entity’s corporate income tax is being settled out of the Gevernment's
share of the Profit Petroleum in sccordance with Article 31.2, by applying the
following formula in onder to provide such entity’s net taxable profits for
COMPOTate iNCOME tax purposes:

Net Taxable Net Profiis’ (100 - Applicable Rate of Corporate Income Tax )
100

Profits-

134 For purposes of determining each Contractor Entity's linbility to corporate income
tax for a tax year in respect of the Petroleum Operations carried out under this
Contract, the net taxable profits (if any) for such tax year shall be multiplied by the
applicable rate of corporaie income tax, s provided in Article 31.3(a).
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