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PRODUCTION SHARING CONTRACT

CONTRACT AREA - JPDA 11-106

This Agreement, which has been approved by the Joint Commission, is a Production Sharing Contract and is subject
1o the Treaty and the Code.

BETWREN

The Timor-Leste Autoridade Nacional do Petréleo as the Designated Anthority established under the Treaty,
party of the first par

AND
Eni JPDA 1{-106 B.V. a corporation organised and existing under the laws of the Netherlands; INPEX Offshore
Timor-Leste, LTD. a corporation organised and existing under the laws of Japan: and TIMOR GAP PSC 11-106,

Unipessoal, Limitada a corporation organised and existing under the laws of Timor-).este, collectively called the
“Contractor™, parties of the second pan;

(Both referred to individually as a “Party™ or collectively as the “Parties™).
Whereas:

A Pevoleum existing within the Joim Peroleum Development Area is 2 resource 10 be exploited jointly by
Timor-Leste and Australia;

B. the Designated Authority, with the Joint Commission's approval, has the power to enter into Production
Sharing Contracts according to the Code article 5.1¢b)(ii);

C. the Designated Authority entered into a Production Sharing Contract with the JPDA 06-105 contractors on
24 July 2006 for the contract area JPDA 06-105 1o explore for, develop and exploit Petroleum;

D. within the contract area of JPDA 06-105 the JPDA 06-105 contractors made a Discovery and the Discovery
wias named Kitan for which a Development Plan was submitted and approved with Production starting in
2011

L. all of the conlract area for PSC 06-105, save the Development Area for Kitan, would have been

rclinquished on 21 September 2011;

F. the Designated Authority agreed 10, with the approvil of the Joint Commission, extend the final
relinquishment date of the exploration area under the JPDA 06-105 PSC to 10 February 2012 and consent
w such relinguishment was provided by the ANP on 11 April 2013;

G. the JPDA 06-105 contractors have ongoing Produciion at Kitan next to the Contract Area;

H. the Kitan Production is expected to have peak Production carly in the Production phase and the expected
Production period is limited to aboul 7 years:

1. if a Discovery is made within the Contract Arca, the Designated Autherity and the Joint Commission
understand that a Development may make use of the Kitan facilities:

Y
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the Contractor wishes w undertake Exploration within the Contract Area, including a {irm commistinent
well on the Lanjara prospect, and to join and assist the Designated Authority in developing and exploiting
Petroleum in the Contract Area for the benefit of the people of Thmor-leste and Australia:

Timor-Leste and Australia therefore constder it to be in the public interest that further Exploration is
conducted in the Contract Area and that Exploration wells are drilled in the prospects in the Contracl Area
as soon as possible in order to develop any Discoveries while Kitan is still in place;

therefore the Contractor and the Designated Authonty bave agreed to enter into this Production Shanng
Contract ta enable Exploration and Development within, and exploitation of Pctroleum from, the Coatract
Area;

the Contractor has the financia! capability, and the technical knowledge and technical ability, to cairy o
the Petrolenm Operations in a manner wholly consistent with the Trealy. the Code and this Agreement.

NOW, THEREFORE, it is agreed:

&7
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Article 1 Interpretation

1.1 Definitions

In this Agreement:

“Accounting Records™ has the meaning given in Clause 1.2 of Annex C;

“Agreement” means this Production Sharing Contract;

“Appraisal” means any appraisal acuvities, inciuding appraisal wells, (he purpose of which at the time such
activity is commenced is 10 appraise and evaluate the extent, valume or the quality of Petroleum regerves
contained in a Discovery (including the commerciality of them), and all retated activities;

" Appraisal Costs™ has the meaning given in Clause 2.2 of Annex C;

“Approved Contract” means a contract made by the Contractor and approved by the Designated Authornty
as a part of a Development Plan;

“Associated Gas” means Namyal Gas, commonly known as gas-cap gas, which overlies and is in contact
with significant quantities of Crude Oil in a Reservoir, and solution gas dissolved in Crude Osl in a
Reservolr;

“Capital Costs” has the meaning given in Clause 2.3 of Annex C;

*Code™ means the Petroleum Mining Code agreed and adopted by Timor-Leste and Australia pursuant to
Ariicle 7(a) of the Treaty, as amended, varied. modified or replaced from time to time, and rcgulations

made and directions given under it

“*Commercial Discovery™ means a discovery of Petrolenm that the Contractor declares commercial as
contemplated in sub-Article 4.8(a):

“Commercial Production” commences when commissioning and test production having been concluded,
the first day of the first period of thirty (30) consccutive days during which the average level of regular
production delivered {or sale on the twenty five (25) highest production days in the thirty-day period
reaches a level of regular production delivered for sale determined by the Designated Authority;

“Committee” has the meaning given in sub-Article 14.7;

“Contract Area” means the area specified in Annexes A and B, but not any part of jt which has been
relinquished under Article 3;

“Contract Year” means a period commencing on the Effective Date, or on any anniversary of 1t, and ending
immediately before the next anniversary of it;

“Cost Recovery Statenient” has the meaning given in Clause 7 of Anncx C;

“Crude Oil I'ield” means:

(a) a single Reservoir; or
(b) muhiple Reservoirs all grouped on, or related to, the same geological structure, or stratigraphic
conditions,
9
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which contain hydrocarbons in a liquid state in the Reservoir with or withoul Associated Gas and from
which Crude Oil and Associated Gas may be produced:

“Decommission” means. in respeet of the Contract Area or a part of it. as the case may be, to abandon,
decommission, transfer, remove and/or dispose of structures, facilities, inswallations, equipment and other
property, dnd other works. used in Petroleum Operations in the area, to clean up the area and make it good
and safe, and lo protect the environunent;

“Decommissioning Costs Reserve™ means the cumulative amount of monies provided in each Calendar
Year for the funding of the Decommissioning Plan pursuant to paragraph 4.12(d);

“Decommissioning Plan™ means a plan of works, and an cstimate of expenditures therefore. for
Deconimissioning, including environmental, engineering and feasibility studies in suppoit of the plan;

“Decommissioning Securily Agreement” means an agreement between the Designated Authonty and the
Contractor as mentioned in sub-Arucle 4.13;

“Development™ means operations designed to recover Petroleum from a Reservoir for commercial purposcs
and includes design, construction, installation, drilling (but excludes drilling for the purposes of
Exploration or Appraisal), and all related activites;

“Development Area™ has the meaning given in sub-Article 4.8;

3

“Development Plan™ means a development plan for a Development Area, as referred to in sub-Article 4.9;
“Development Work Programme and Budget™ has the meaning in sub-Article 4.10;

“Discovery” means a discovery of Petrolcum in a Reservoir in which Petroleum has not previously been
found that is recoverable ai the surface in a {low measurable by conventional petroleum 1ndustry testing
mcthods;

“Effective Date” bas the meaning given in sub-Article 2.3;

“Exploration” means, any exploraiion actvities, incliuding geological, geophysical, geochemical and other
surveys, investigadons and tests, and the dnlling of, core holes, stratigraphic tests, exploradon wells and
other drilling and testing operations for the purpose of making a Discovery, and all related activitics;

“Exploration Costs™ has the meaning given in Clause 2.1 of Anncx C;

“Exploration Pcriod” mmeans the Initial Exploration Period and/or the Sccond Exploration Period as per sub-
Article 4.1 of this Apreement;

“Exploration Work Programme and Budget” has the meaning given in sub-Arncle 4.1;
“Field” means a Gas Field or a Crude Qil Field from which Petroleum may be produced;
“First Year” means the Calendar Year in which Commercial Production commences;
“Force Majeure™ has the meaning given in Article 18;

“ICC” means the International Chamber of Commerce;

“Ineligible Costs” has the meaning given in Clause 2.8 of Annex C;

“Initial Exploration Period” means Contract Years 1 and 2;




“Insolvency Event” has the meaning given in sub-Section 1.1 of the Code;

“JPDA 06-105 contractors™ means the companies holding an interest in PSC JPDA 06-105 which, at the
tume of entry into this Agreement, are Eni JPDA 06-105 Pty Ltd, INPEX TIMOR SIZA. LI'D. and Talisman
Resaources (JPDA 06-105) Pty .td:

“Loan Facility™ means any overdrafi, loan or other financial facility or accommodation (including any
acceptance credit. bond. note, byl of cxchange or commercial paper, finance lease, hire purchase
agrcement. trade bill, forward sale or purchase agreement, or conditional sale agreement. or other
transaction having the commercial effect of a borrowing);

“Miscellancous Receipts” has the meaning given in Clause 2.7 of Annex C:

“Natural Gas Field” means;

(a) a single Reservolr; or
(b) multiple Reservoirs grouped on, or related to, the same geolagical strucrure, or stratigraphic
conditions;

in which Non-Associated Gas exists natrally under Reservoir conditons of temperature and pressure;
“Non-Associated Gas” means Natural Gas which is not Associated Gas;

“Opcrating Costs™ has the meaning given in Clause 2.4 of Annex C;

“Production” means any Petroleum exploitation or export activities, but not Development:
“Production Statement™ has the meaning given in Clause 5.1 of Annex C;

“Quarter” means a period of three months beginning op January 1, Apcl 1, July 1 or Qctober 1 of each
Calendar Year;

“Recoverable Costs™ has the meaning given in Ariicle 6;
“Second Exploration Period” means Contract Year 3;

“Security” means:

(a) a standby letter of credit issucd by a bank;

{b) an on-demand bond issucd by a surety corporation;

«©) a corporate guarantee; or

(d) any other financial security acceptable to the Designated Authonity,

and issued by a bank, surety or corporation acceptable to the Designated Authority and having a credit
rating indicating that it has sufficient worth to pay its obligations in all reasonably foresecable
circumstances;

“Treaty” means the Timor Sca Treaty between the Government of Timor-I.este and the Government of
Australia signed on 20" May 2002:

“United States Dollars” means the lawfvl currency of the United States of America;
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“Upliti™ has the meaning given jn Clause 2.6 of Annex C:

“Value of Production and Pricing Statement™ has the meaning given in Clausc 6 of Annex C: and

“Waork Programme and Budget” means a work programme for Petroleum Operations and budget therefore
approved n accordance with this Agreement.

1.2

Headings

As used herein, beadings are for convenience and do not form a part of, and shall not affect the
interpretation of. this Agreement.

1.3

Further interpretation

In this Agreement, unless the contrary intention appears:

()

®)

®
(h)

(1)

0)

(k)

0]

(m)

the words "including™ and “in particular” shall be construed as being by way of illustration or
emphasis only, and shall not be construed as, nor shall they take effect as, limtiting the generality
of any preceding words:

a reference to an Article, sub-Article, paragraph, sub-paragraph or to a Clause or an Annex, is to
an Anicle, sub-Anticle, paragraph, sub-paragraph of or to 2 Clause of an Annex to this Agreement;

a reference (0 an agreement (including this Agreement) or instrument, is to the same as amended,
varied, novated, modified or replaced from time to time;

“person” includes a corporation or other legal entity;

the singular includes the plural, and vice versa;

any gender includes the other;

an agreement includes an arrangement, whether or not having the force of law;

a reference to the consent or approval of the Destgnated Authority means the consent or approval,
in writing, of the Designated Authority and in accordance with the conditions of that consent or
approval;

“taw” includes the Treaty and the Code;

reference 10 any English legal concept, term, action, remedy, method of judicial proceeding, legal
document, legal status, court or official is, in any jurisdiction other than England and Wales, a

refercnee to what most ncarly approximates in that jurisdiction 1o that reference;

“contiguous arca” means a Sub-Block, or 2 number of Sub-Blocks each having 2 point in common
with another such Sub-Block;

where a word or expression is defined, cognate words and expressions shall be construed
accordingly:

terms have the meaning defined in the Code;

and this Agreement shall inure to the benefit and burden of the Partes, their regspective successors and
pennitied assigns.

12



1.4

Annexes

1f theye is a conflict. the maimn body of this Agreement prevails over an Annex.

1.5

Joint and Several Liability

If the Contractor is more than one person, the obligations and liabilitics of the Contractor under this
Agreement arc the obligations and liabilities of them all, joinily and severally.

L.6

(@)

(b)

(c)

(d)
(e)
(f)

2.1

(a)

Operator

The appointment of an Operator by the Contractor shall be subject to prior approval by the
Designated Authority where:

() there is morte (han one Authorised Person in respect of a particular Authorisation and 1he
person appointed as Operator 1s once of those Authorised Persons: or

(i) the person appointed as Operator is not an Authotised Person.

Except with the prior approval of the Designated Authority as required under paragraph 1.6(a), the
Contractor shall not permit any person 1o exercise any fanction of an Operzator.

For all purposes of this Agreement, the Operator shall represent the Contractor, and the
Designated Authonty may deal with, and rely on, the Operator. The obligations. liabilities, acts
and omissions of the Operator are, additionally, the obligations, liabilities, acts and omissions of
the Coniractor.

The Operator shall establish its head operations office in Timor-Leste.

Any change in Operator shall be subject to the prior approval of the Designated Authority.

Where the Designated Authority determines that an Operator is no longer competent to be an

Operator, the Designated Authority, with the approval of the Joint Commission, may. by written
notice to the Operator and to the Contractor, revoke its approval.

Articie 2 Scope and Term

Scope

This Agreement, and the rights, interests and benefits of the Contractor, and the obligations and
liabibties of the Designated Authority, under it, are subject to the Treaty and the Code. The
Contractor and the Designated Authority shall comply with the terms of the Treaty, the Code,
Regulations and Directions made in accordance with the Code, and this Agreement.
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(b)

()

(d)

2.2

(@)

(b)

2.3

(2)

(b)

Subject o this Agreement. the Contractor:

() shall, and has the exchsive right to. cary on Petroleum Operations at its sole cost. risk
and expense:

(i) shall provide all human, financial and technical resources therefor: and

(111) shall, as further provided in this Agreément, share in Petrolcum from the Contract Area.
The Contractor is not authorised to carry on Petroleum Operations in any part of the JPDA outside
the Contract Area, other than in accordance with an Access Authorisation granted to it by the

Designated Authority under Article 9 of the Code.

This Agreement does not authorise the Contractor to process Petroleum beyvond the Field Export
Point, and no expendimre in respect of further processing shall be a Recoverable Cost.

Conditions Precedent

This Agreement is conditional on:

(1) the appointment of ao Operator in accordance with sub-Section 4.5 of the Code:

(i) if the Contractor is more than one person, the conclusion of a Joint Operating Agreement,
and such agreement coming into full force and effect (subject only to satistaction of this
condition);

(1in) the Contractor providipg the Designated Authority with a Security (in form and content

satisfactory to the Designated Authonty) for the performance of the Contracior's
minimum work and expenditure ohligations; and

@iv) the Contractor demonstrating, o the satisfaction of the Designated Authority. that it has
complied with its obligations under sub-Article 17.2 in rcgard to insurance.

If the conditions mentioned in paragraph 2.2(a) are not fulfilled before the sixdeth (60™) day after
the date of this Agreement, this Agreement shall terminate and be of no further force or effect.

Effective Date and Term

The effective date of this Agreement is the date on which all of the conditions precedent sel ont at
sub-Article 2.2 have been satisfied (“Effecrive Date™). The Designated Authority shall notify the
Contractor in writing that the conditions precedent have been satisfied.

This Agreement shall terminate on the first to occur of:

6] all of the Contract Arca being relinquished pursvant to Article 3
(1) the Parties so agreeing;

(iil) tcrmination pursuant to sub-Article 2.4; or

(iv) (he Treaty ceasing to be in force.



2.4

(1)

(b)

(©)

2.5

Grounds for Termination

Where a Conmractor:

D has not complied with any plan. approval, cordition or termy te which this Agreement is
subject;

(i) has not complied with the Code:

(i) has knowingly provided false information to the Designated Authority in connection with

this Agreement;

(iv) has not paid any amount payable by it under the Code or under this Agreement within a
period of three (3) months after the day on which the amount became payable; or

{v) is subject to or commits an Insolvency Event,

the Dcsignated Authority may, with the approval of the Joint Commissicn, on that ground. by
instrument in writing served on the Contractor terminate this Agreement.

The Dessgnated Authority shall not temminate this Agreement duc to one or more of the relevant
grounds identified in sub-paragraphs 2.4(2)(1)-(iv) unless therc has been a matenal breach by the
Contractor of one of those grounds.

Where this Agreement expressty grants the Designated Authority 2 right to termimate this
Agrecment, that nght shall be exercised in accordance with the requirements of sub-Articles 2.4
and 2.5,

Designated Authority to give Notice

Cxcept in relation to an Insolvency Event, in which case the Designated Authority may tenminate this
Agreement forthwith, the Designated Autbority shall not terminate this Agreement unless:

(a)

(b)

(c)

2.6

{a)

(b)

it has, by instrument in writing served on the Contractor, given not less than Lhirty (30) days notice
of its intention to So terminate this Agreement;

it has, in the strument, specificd a date on or before which the Contractor may submit in writing
to the Designated Authority any matters that it wishes (o be considered; and

it has taken into account any information provided under paragraph 2.5(b) and any action taken by
the Contractor or other partiecs 10 remove that ground or to prevent the recurrence of similar
grounds.

Surviving Obligations

Termination of this Agreement for any reason (including the passage of time), in whole or in part,
shall be without prejudice 10 rights and obligations expressed in the Code or this Agrecment to
survive termination, or to rights and obligations accrued thereunder prior to termination, including
Decommissioning, and all provisions of this Agreement rcasonably pecessary for the full
enjoyment and enforcement of those rights and obligations shall survive termination for the period
SO necessary.

if the Contractor is more than one person and circumstances arise in which the Designaled
Authority may terminate an Authorisatiou, the Designated Authonty may, on such conditions as it
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3.1

(a)

(b}

3.2

(a)

(b)

(©)

may decide. elect to terminate this Agrecment only in respect of those persons whose acts or
omissions (or in refation to whom acts, omissions or ¢vents have occurred which) have led to such
circumstances arising. if:

Q) it is satisfied that the other persons did not eonnive in such acts, omissions or events. and
could not reasonably have been expected to prevent them occurnng; and

(i1) 1t 3s satisfied that it js fair and reasonable to do so in all the circumstances,

and the other persons agree (including as to such conditions).

Article 3 Relinquishment of Blocks

Relinquishment of Exploration Area

At the end of the third (3"’) Contract Year, the Contractor shall retinquish all of the Contraci Arca

other than such part thereof as is a Development Area and/or a Gas Retention Area or Oil
Retention Arcea in accordance with sub-Articles 3.4 and 3.5.

If, at the end of the third (3'd) Contract Year, a Discovery has been made but there has been
insufficient time for the Contractor (acting, and having acted, in accordance with this Agreement)
to Appraise i, the obligation of the Contractor under sub-Article 3.1(a) shall be postponed:

(1) for such Sub-Blocks, and to such depths as the Designated Authority may determine to be
reasonably necessary to encompass the Ficld, plus a reserve margin sufficient to cover the
probahle exient of the Field;

(1) for such period as is reasonably necessary to permit the Contractor to Appraise (or to
complete the Appraisal of) the Discovery; and

(iii) as a conscquence of that Appraisal, for the Contractor io decide whether to declare a
Commercial Discovery and, if it does so, for the Designated Authorily to declare a
Development Area in respect of it.

Relinquishment of Development Area

Fxcept with the consent of the Designaied Authority and subject to paragraph 3.2(b) below, a
Development Area shall be deemed 1o be relinguished on the first to oceur of:

() production from the Development Area ceasing permauently or for a continuous perfod of
twelve (12) months (or, if because of Force Majeure, as is detenmined by the Designated
Authonty in consultation with the Countractor under sub-Arcle 18.2); and

(1) the twenty fifth (25™) anniversary of the date on which the first (1) Development Play in
respect of the DeveJopment Area was approved by the Designated Authonty.

Where the Contractor has entered into contracts for the sale of Natural Gas, which have been
approved as part of a Development Plan, then relinquishment shall be no earlier than (he expiry
date of those contracts.

Without the consent of the Designated Authonty, the Countractor may not otherwise relinquish all
or any part of a Development Area.
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3.3

(2)

(b)

3.4

(2)

(b)

(¢)

(d)

3.5

Termination of Agreement and Continuing Obligations in respect of Relinquished
Area

1los Agreement shall terminate in respect of a part of the Contract Area which i relinquished.

Relinguishment of all or a part, of the Contract Arca is without prejudice to the obligations of the
Contractor to Decommission.

Gas Retention Area

If the Appraisal of a Discovery of Non-Associated Gas demonstrates that the Discovery, although
substantial. 1s not then, either alone or in combination with other Discoveries, commercially
viable, but is likely to become so within five (5) years, the Designated Authority may, at the
request of the Contractor, declare a Gas Retention Arca in respect of 1t for that period. On request
of the Contractor, and after demonstration that the grant of an extended perod is likely 1o result in
the declaration of a Commercial Discovery. the Designated Authority may extend the perivd of
the Gas Retention Area for such Jonger period, and on such conditions, as is considered
appropnate by the Designated Authority.

This Article 3 (but not sub-Article 3.2) applies to and in respect of a Gas Retention Area as it does
to and 1n respect of a Development Area for as long as, during that pertod, the Contractor
diligently seeks to make it commercially viable, and demonstrates to the Designated Authority
that it is doing so.

The Gas Retention Area consists of those Sub-Blocks (forming a single contiguous arca) that
encompass the Gas Tield, plus a reserve margin sufficient to cover ihe probable and possible
extent of it, but the Designated Authority may exclude deeper formations in which no Discovery
has been made. The Designated Authority, at any time and from time to time, and whether of its
own volition or at the request of the Contractor, may:

() add Sub-Blocks then in the Contract Area (o;

(i) remove Sub-Blocks from: or

(111) vary by depth within the Contract Area,

a Gas Retention Area as may be required to ensure thal it encompasses the Gas Field. The
Contractor shall relinquish any part of the Contract Area removed from a Gas Retention Arca as a
consequence of such removal or other variation if it oceurs after the time for the relinquishment

provided for in paragraph 3.1(a).

The Gas Reteation Area shall be deemed to have been relinquished on the carlier of:

) expiry of the period mentioned in paragraph 3.4(a);
(i) the Contractor ceasing to meet jts obligations under paragraph 3.4(b); and
(1) the Contractor declaring 2 Commercial Discovery in respect of it and the Designated

Authority declaring a Development Area as a consequence thereof.

Qil Retention Area

If the Appraisal of a Discovery of a Crude Qi) Field demonstrates that the Discovery, although substantial,
is not then, cither alone or in combination with other Discoverics, commercially viable, but is likely to
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become o within five (3) vears. the Designated Authority may in its absolute discretion, at the request of
the Contractor. declare an Oil Retention Area in respect of it, or any part thercof. for that perind on such
terms and conditions as the Designated Authority considers appropriate.

Article 4 Work Programmes and Budget

4.1 Commitment in Exploration Period

In Coniract Years 1, 2 and 3 mentioned below, the Contractor shall carry out an Exploration Work
Programme and Buduet of not less than the amount of work specified for these Contract Years below:

Contract Years | Data Evaluation | Surveys | Wells
12 T Evaluation of Nil Two (2) firm
drillable prospcets, exploration wells.
Jahal & Kuda Tas;
Discaveries and the Two (2) contingent
outcome ol any cxploration or
exploration appraisal wells imay
dnlling. be drilled in Years
1,2o0r3.

Evalvadon of
exploration well
Tesults.

3 Lvaluation of Nij
exploration well
results.

4.2 Performance of Exploration Work Programme and Budget

(a) If any well forming pan of the Exploration Work Programme and Budget provided for in this
Articlc 4 is abandovcd for any reason other than a rcason specified \n paragraph 4.2(b) before
reaching the defined objectives of such well, the Contractor shall drill a substitate well. In this
cvent, the Exploration Period shall be extended by a period of time c¢qual in length 1o the ume
spent in preparing for and drlling the substitute well, including mobilisation and demobilisation
of the dnlling rig, if applicable.

(b) Unless otherwise agreed by the Designated Authority, any well which forms part of the
J=xploration Work Programme and Budget provided for in this Article 4 shall be drnlled to such
depth as 18 necessary for the cvaluation of the geological formation established by the available
data as the target formation and which Good Oil Field Practices would require the Conlractor to
attain, unless before reaching such depth:

() a formation stratigraphically older than the deepest target formation is encountered;

(1) bascment is encountered;
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(1) further dnlling would present an obvious danger. such ag but not limited to the presence
of abnoymal pressure or excessive losses of dniling mud;

(iv) unpeneirable formations are encountered;

(v) Petroleum bearing formatiops are encountered which require prowcting, thereby
preventing planned depths from being reached;

(vi) the Contractor and the Designated Authority agree to terminate the drilling operation; or
(vif) the Designated Authority confirms that the drilliag obligation has been fulfilled.

I such circumstances the drilling of any such well may be terminated at & lesser depth and shall
be deemed to have satisfied the Contractor's obligations in tespect of that well.

©) Where a well which forms part of the Exploration Wark Programme and Budget provided for in
this Article 4 results in a Discovery and the Contractor informs the Designated Authority pursnant
10 sub-Artficle 4.7 that the Discovery merits Appraisal, that well will be deemed to have met its
objective and to have satisfied the Contractor’s obligations in respect of that well.

4.3 Consequences of Non-Performance

(a) If, in the Initial or Second Lxploration Peniod, the Contractor carries out less Exploration than is
required of it under the Exploration Work Programme and Budget, the Designated Anthority may:

(i) require that the shortfall be added to the Exploration to be carried out in the next Period;

(1) require payment of the estimated cost of the Exploration not carried out in the Exploration
Period; or

(iil) tcrminate this Agreement and require payment of the estimated cost of the Exploration not
carried out in the Exploration Period.

b For the purposes of the foregoing provisions of this Article 4, and of Article 6 a0d Annex C and
except with the consent of the Designated Authority, no work in 4 Development Area will be
regarded as Exploration except to the extent in respect of a formation deeper than the Field
concemed and in which no Discovery has been made.

4.4 Work Programmes and Budgets

Subject to sub-Article 4.5, the Contractor shall carry out Petroleum Operations substantially in accordance
with Work Programomes and Budgets approved by the Designated Authonity. Such an approval by the
Designated Authority is without prejudice to any other obligation or liability of the Contractor under this
Agreement.

4.5 Emergency and Other Expenditures Outside Work Programmes and Budgets

(a) Without (urther approval by the Degignated Authonity, the Contractor may over expend, by ten
percent (10%) on any line item in an approved Waork Programme and Budget.

(b) Withowt further approval by the Designated Authority, the total of all over-expenditures under
paragraph 4.5(a) under that Work Programme and Budget for that Contract Year shall not exceed
ien percent (10%) of the total expenditures in that Work Programme and Budget.



(©) The Contractor shall promptdy infonn the Designated Authority if it anticipates (or should
rcasonably anticipate) that any such limit in paragraph 4.5(b) will be exceeded and seek. m the
manner provided in this Article 4, an amendment to the appropriate Work Programme and Budget.

(d) In determining whether to approve the over-expenditures contemplated al paragraphs 4.53(3) and
(b). the Designated Authority shall consider whether such increases are necessary to complete the
programme of works. provided that such increase is not the result of any failure of the Contractor
to fulfil its obligations under this Agreenient.

(e) Nothing in sub-Article 4.4 or paragraph 4.5(a) precludes or excuses the Contractor from taking all
necessary and proper measures for the protection of life, health. the environment and property if
there is an emergency (including a signmficant fire. explosion, Petroleum release. or sabotage;
incident 1nvelving loss of life, serious injury to an employee, contractor or third panty, or serious
property damage; strikes and nots; or cvacualion of the Operator's persomnel). As soon as
reasonably practicable, the Operator will inform the Designated Authority of the details of the
emergency ang of the actions it has taken and intends to take.

4.6 Exploration

(a) The Contracior shall submit, for the approval of the Designated Authority, an Exploration Work
Programme and Budget {or cach Contract Year.

) From time to time, the Contractor may submit, for the appraval of the Designated Authority,
amendments to the Exploration Work Programme and Budget.

(c) The Contractor is not obliged to carry out more Exploration than is required by sub-Article 4.1.
4.7 Discovery and Appraisal for Discoveries

(a} ‘The Contractor shall nolify the Designated Authority of a Discovery and shall provide the
Desigpated Authority with such information in respect of it as the Code requires.

(b) As so0on as reasonably practicable after a Discovery 18 made, the Contracior shall advise the
Designated Authority whether or not, baving regard to paragraph 4.7(e), the Discovery merits
Appraisal.

(©) At such time and in such manner as the Designated Authority requires, the Centractor shall

submit, for the approval of the Desjgnated Authority, an Appraisal Work Programme and Budget
for each Calendar Year.

(d) fFrom tyme to tme, the Coptractor may submyi, for the approval of the Designated Authority,
amendments to the Appraisal Work Programme and Budget.

(e) An Appraisal Work Programme and Budget for a Calendar Year will be such as would be
undertaken by a person secking diligenlly to Appraise (in accordance with this Agrecment) a
Discovery with a view to determining if it is. either alone or in combination with other
Discoveries. a Commercial Discovery.

4.8 Commercial Discovery

(@) The Contractor may, at any timeé and having regard to paragraph4.8(b), declare that a Commercial
Discovery has been made.



(b)

()

4.9

(@)

(b)

(c)

(d)

The declaration is w be made in such manner. and be accompanied by such supporting data and
informaton, as the Designated Authority requires. including the Contractor's proposal as to that
part of the Contract Arca to be declared a Development Area.

The Designated Authority shall declare those Sub-Blocks which encompass the Field in which the
Commercial Discovery has been made plus a reserve margin sufficient to cover the probable
extent of the Field. to be a Development Arca, bul may exclude deeper formations in which no
Discovery has been made. The Designated Authority. at any time and from tme (o time, of its
own volition or that of the Contractor, may:

() add Sub-Blocks then in the Contract Area (0]
(i) remove Sub-Bloeks from; or
(iiv) vary by depth within the Contract Area,

a Development Area as may be required to ensure that it encompasses the Field concerned, but
not, unless the Designated Authority and the Contractor otherwise agree, after the first
Development Plan in respect of the Development Area has been approved. The Contractor shall
relinquish any part of the Contract Area removed from a Development Area as a consequence of
such removal or other variation, if it occurs after the time for the relinquishment provided for in
paragraph 3.1(a).

Development Plan

Not more than twelve (12) months after the declaration of a Development Area, and in the manner
required by the Designated Authority, the Contractor shall submit, for the approval of the
Designated Authority, a Development Plan for the Development Arca.,

From time w0 dme. the Conractor may submii, for the approval of the Designated Authority,
amendments to the Development Plan.

A Development Plan will be assessed on the basis of whether it would be underizken by a person
secking diligently to develop and exploit (in accordance with this Agreement) the Petroleum in the
Development Area in accordance with Good Oil Field Practice and in a way that promotes further
mvestment and contributes to the long term development of Timor-Leste and Australia.

kExcept with the consent of the Designated Authority, and without prejudice to the generality of
paragraph 4.9(a), a Development Plan shall include:

(i) a description of the proposed reservoir development and management programme;
() details of:
(aa) the geological and the reservoir work done, together with the production profiles

simulated, in order o reach the best depletion alternalive;

(bb) the production, treatment and tansportation facilities to be located in the JPDA;

(cc) facitities for transporting the Petroleum from the Contract Area and the JPDA;
and

(dd) facilitics, wherever located ,which are connected (o any facilities mentioned in

sub-paragraphs (bb) and (cc) above and witich {(or the operation of which) might
affect the integrity, roanagement or operation thereof;
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(ii)

v}
™)

(vi)

(vi1)

(viii)

(1x)

(x)

(xi)

(xii)

(xiii)

the production profiltes for all hydrocarbon products including possible injections for the
life of the Development including the commencement of Production and the specific rates
of Petroleum production;

the projected start of Commercial Production;

the Decommissioning Plan. in such detail as the Designated Authovity requires, including
a calculation of the Decommissioning costs, the annual contnbutton to the
Decommissioning Cost Reserve, and the Contractor’s proposal for the Decommissioning
Security Agreement;

an environmental impact statement and proposals for cnvironmentzl management
covering the life of the Development:

a Contractor’s proposal for ensuring the safety, health and welfare of persons in or about
the proposed Petroleum Operations;

the Contractor's proposals for:
(aa) the use of Timor-Leste goods and services;

(bL) waning and employment of nationals and permanent residents of Timor-Leste:
having rcgard to occupational health and safety requirements; and

(cc) processing Petroleum;

the estimated capital expenditure covering the feasibility, fabrication, instailation,
commissioning and pre-production stages of the Development;

an evalvaton of the commerciality of the Development. including a full cconomic
evaluation;

the Contractor's (and if more than one person, each such person's) proposals for
financing;

summary detalls and copies of:

(aa) all conwracts and arrangements made or to be made by the Comiractor for the sale
of Namral Gas;

(bb) (for information purposes only) all contracts and amangements made or (o be
made by persons in respect of that Natural Gas downstream of the point at which
itis to be sold by the Contractor and which are relevant 1o the price at which
(and other terms on which) it is to be sold by the Contractor or are otherwise
relevant to the determination of the valuc of it for the purposes of this
Agreement, but not beyond the point at which 1t s first disposed of in an arm’s
length transaction; and

(cc) all contracts and arrangements made or to be made by the Contractor in respect
of faciliies downstream of the Field Expon Point for transporiing, processing,
liquefying, storing, handling and delivering that Natural Gas; and

such other data and information (including in respect of msurance 10 be obtained by the

Contractor, and buyers and shippers of Petroleum) as the Code requires and as the
Designated Authority otherwise requires and is relevant to the Development Plan.
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¢) be Designated Authority shall not approve a Development Plan, or an amendment to it unless:

) a Decommissioning Security Agreement has been concluded in respect of the
Development Area; and

(i) the Designated Authority has consulied with the Joint Commission in relation to the
Developiment Plan or amendment.

4.10 Development Work Programmes and Budgets

(a) At such time and in such manner as the Code requires, and as the Designated Authority otherwise
requires. the Contractor shall submit, for the approval of the Designated Authority, a Development
Work Programme and Budget for each Development Area for each Calendar Year. At any tume
and from time to time, the Contractor may submit, for that approval, amendments o it.

(b) A Development Work Programme and Budget tor a Calendar Year shall be subsiantially in
accordance with the Development Plan for the Development Area.

©) The Designated Authority may not unreasonably witbhold its approval of a Development Work
Programme and Budget propeyly submitted by the Contractor.

4.11 Approved Contracts

(a) The Contractor may not sell or otherwise disposc of, Natural Gas from the Contract Arca other
than pursuant to an Approved Confract or as othcrwise may be provided in the Development Plan
or in this Agrecment.

b) The Contractor may not use any faciltitics downstream of the Field Export Point for transporting,
processing, (reating, liquefying, storing. handling or delivering Petroleum other than under the
terms of an Approved Contract.

(¢) ‘The Contractor may not amend, waive, or fail to enforce, any provision of an Approved Contract
without the approval of the Designated Authority.

4.12 Decommissioning

(a) The Contractor shall submit 1o the Designated Auhority, for its approval, pursuant to sub-
paragraph 4.9(d)(v), a Dccommissioning Plan for the Development Area and a schedule of
provisions for the Decommissioning Costs Reserve.

(b) The Decommissioning Plan shall be revised and resubmitted to the Designated Authonty for its
approval at such times as are reasonable having tegard to the likelihood that the Decommissioning
Plan {including cost estimates thereunder) may need to be revised.

(c) The Coniractor shall carry out the Decommissioning Plan substantially in accordance with its
terms.
(d) Estumasles of the monies required for the funding of the Decomrmissioning Plan shall be charged as

Recoverable Costs beginning in the Calendar Year following the Calendar Year in which
Commercial Production first occurs. The amount charged in each Calendar Year shall be
calculated as follows:

8)} The total Decommissioning costs at the expected date of Decommissioning shall first be
calenfated.
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(it) There shall be deducted from such total Decommissioning costs the additions made 1o the
Decommissioning Costs Reserve made. and taken as Recoverable Costs. jn all previous
Calendar Years together with interest on such Recoverable Costs calculated to the
approved date of Decommissioning at the actual or forecast rare of Uplift (whichever is
applicable).

(11) The residual Decommissioning costs, resulting from the calculations under sub-paragraph
4.12(d)(1) and (ii), shall then be discounted to the Calendar Year in question at the
forecast rate of Uplift for cach Calendar Year remaining until the Calendar Year of
PDecommissioning.

{iv) The discounted total of residual Decommissioning costs shall then be divided by the total
numnber of Calendar Years remaining prior o the Calendar YVear of Decommissioning
itself, including the Calendar Year in question.

v) The resultant amount shall be the addition to the Decommissioning Costs Reserve for the
Calendar Year in question.

(vi) It is the intention of this provision that the total accumulated provision allowed, including
interest calculated to the Calendar Year of Decommissioning at the rate of Uplifl, will
equal the total Decommissioning costs.

(vii) If the amount in sub-paragraph 4.12(d)(v) is 2 negative amount, then such amount shall
be treated as a reduction of Recoverable Costs for the Calendar Year in question.

4.13 Decommissioning Security

(a) Prior to Decommissioning, Security pursuant to the Decommssioning Security Agrecment shall
be provided by the Contractor in an amount equal to thc sum of provisions made to the
Decommuisstoning Costs Reserve, and taken as Recoverab)e Costs, in all previous years together
with interest on such Recoverable Costs calculated to the end of the previous Calendar Year at the
actual rate of Uplift.

(b) After Decommissioning commences, the Designated Authority shali at the end of each Calendar
Year review the amount of Security required for the outstanding Decommissioping and shall take

into consideration any Decommissioning costs that have already been incurred.

(c) Failure of the Contractor to provide Security and otherwise to fulfil its obligations under the
Decommissioning Sccurity Agrecment, shall be a breach of this Agreement.

Article 5 Conduct of Work

5.1 Proper and Workmanlike Manner

(a) The Contractor shall carry out Petroleurn Operations, and shall procure that they arc carmied oul. in
a proper, efficient and workmanlike manner, and in accordance with the Code, this Agreement and
Good O1l Field Practice.

(b) In particular, the Contractor shall carry ount Petroleum Operations, and procure that they are
carricd out, in such a manner as s required by paragraph 5.1(a) to:

(i) protect the environment, ensure that Petroleumn Operations result in minimum ecological
damage or déstruction, and clean up pollution;




(i1) ensure the safety. health and welfarc of persons i or about the Petroleun Operations;

(i11) maintain in safc and good condition and repair all swoctures, facilities, installations.
equipment and other property. and other works. used or to be used in Petroleum
Operations;

av) on the earlier of:
(aa) termination of this Agreement; and
(bb) when no longer required for Petroleum Operations:

and, in cither case:

(ce) except with the consent of the Designated Authority; or

(dd) unless this Agreement othcrwise provides,

abandon, dccommission, transfer, remove and/or dispose of all structures, facilities,
mstallations. equipment and othes property, ¢lean up the Contract Area and make it good

and safe, and protect the environment, to the satisfaction of the Designated Anthority;

v) control the flow and prevent the waste or escape of Peiroleum, water or any product used
in or denived by processing Petrolcums:

(vi) prevent the escape of any mixture of water or drlling fluid with Pciroleum or any other
malter;

{vii) prevent damage to Petroleum-bearing strata in or ouiside the Contract Area;

(viti)  except with the conscnt of the Designated Authority. keep separate:

(aa) cach Reservoir discovered in the Contract Arca; and
(bb) such of the sources of water discovered in the Contract Area as the Designated
Authority directs;
(ix) prevent waler or any other matier entering any Reservoir through wells in the Contract

Arca, except when required by, and in accordance with, the Development Plan and Good
Oil Field Practice;

(x) minimise interference with navigation and fishing; and
(xi) remedy in a timely fashion any damage caused to the environment.

5.2 Access to Contract Area

Subject to law and to this Agreement, the Contractor may enter and Jeave the Contract Area at any time for
the purposes of Putroleum Operations.

5.3 Health, Safety and the Environment

(2) Within three (3) months of the Effective Date, the Contractor shall submit to the Designaied
Authority, for iis approval, plans in regard to:
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(b)

5.4

() the health, safety and welfare of persons in or affccted by Petrolenm Operations: and

(1) the protection of the environment (including the marine environment and the atmosphere
and the prevention of pollution),

in order to reduce the risks to the personnel and the environment so they are as low as reasonably
practicable. The plans shall be reviewed annually and amended from time to time as may be
necessary to ensufe its continuing compliance with Good Oil Field Practice.

Notwithstanding anything elsewhere contained in this Agreement, the Contractor shall clean up
pollution resuiting from Petroleum Operations to the satisfaction of the Designated Authornity, and
mect the cosis of so doing to the extent done by anyone else (including the Designated Authonity).

Goods, Services, Training and Employment

The Contractor shall take reasonable steps to comply with the proposals submitted as Annex D to this
Agreement in respect of training, cmployment and the acquisition of goods and services. and shall:

@)

(b)

(©)

5.5

give persons based in Timor-Lesie a real opportunity to compete for delivery of goods and
services, provided they are offered on competitive terms and conditions;

with due regard to occupational health and safety requircments, give preference in employment in
Petroleum Operations to nationals and permaneat residents of Timor-Leste; and

within thirty (30) days of the end of each calendar year, submit to the Designated Authority a
report demonstrating compliance with the aboave obligations.

Flaring

Except with the consent of the Designaled Authorty, or in an emergency, the Coptracior shall not flare
Petroleun.

5.6

Operator and its Sub-Contractors

The Operaior. and only the Operator, may carry out Petroleum Operations, and may do so by itsclf; its
agents and sub-contractors. This sub-Article 5.6 does not rclieve the Contractor of any obligation or
liability undcr this Agrecment; and the carrying out of Petrolenm Operations by its agents or contractors
does pot relieve the Operator (or the Contractor) of any obligation or liability under this Agreement.

6.1
(a)
(b)

Article 6 Recoverabie Costs

Generally

The Contractor’s accounts shall be prepared and maintained 10 accordance with Annex C.

Only costs and expenses incurred by the Operator in carrying on Petroleum Operations, including
additions to the Decommissioning Costs Reserve, and (unless the Contractor is only one person
angd the Contractor and the Operator are that person) properly charged 1o the Contractor under an
agreement made between them and consented to by the Designated Authority, arc Recoverable
Costs. but without prejudice Lo any other provision of this Agreement which would result in any
such cost or expense not being a Recoverable Cost.
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6.2

Recoverable Costs

In cach and every Calendar Year, Recoverable Costs are, subject a8 further provided in Annex C. the sum
of those of the {ollowing that are not Incligible Costs:

(2)

(b)

(d)

the sum of:
(1) Recoverable Exploration Costs;
(1) Recoverable Appraisal Costs;

(11) Recoverable Capital Costs; and

(v) Recoverable Qperating Costs,

incurred in that Year;

additions to the Decommuissioning Costs Reserve, if any, allowable in that Year;

Recoverable Costs in the previous Calendar Year, to the cxtent in axcess of the value of the
Contractor’s share of Petroleum under sub-paragraph 7.1(b)(1) in that previous Calendar Year;

plus

a Quarterly amount equal to the product of the rate of Uplift and the Quarterly balance of the
outstanding Recoverable Costs;

less Miscellancous Receipts and less any deductions pursuant to paragraph 7.4(a).

7.1

Article 7 Sharing Of Petroleum

Determination of Shares

In each Calendar Year, the Parties shall take and receive the following shares of every grade and quality of
Petroleum as and when it is delivered at the Field Export Point:

(2)

(b}

(©)

the Designated Authority;

@) a royalty of five (5) percent; plus

(1Y) 1ts share of any balance as mentioned in paragraph 7.1(¢);
the Contractor:

(i) ninety five (95) percent but not more than is equal in vatuce 10 Recoverable Costs for the
Calendar Year concemned; plus

(1) its share of any balance as mentioned in paragraph 7.1(c);

any DPeircleum not taken by the Contractor under sub-paragraph 7.1(b)(i) shall be shared as to
forty (40) percent by the Designated Authority and as to sixty (60) percent by the Contractor.



7.2 Option of Designated Authority

(a) Unless the Designated Authority elects otherwise as per paragraph 7.2(b). the Contractor shall
take and receive. and dispose of, in common stream with its own share and on terms no less
favourable to the Degignated Authority than the Contractor receives for its own share. the
Designated Authority’s entire share of Petroleuin.

(b) The Designated Authonty may make an clection to take and separatcly dispose of the Designated
Authority’s share of Petroleum. Unless the Contractor olherwise agrees, which agreement will not
be unrcasonably withheld, the Designated Authority may not so elect other than:

(1) in respect of all, or the same percentage of all, of the Designated Authority’s shares of
Crude O1} for and throughout each Calendar Year. on not less than ninety (90) days prior
written notice to the Contractor before the start of the Calendar Year concerned; and

(i) in respect of the Designated Authority’s share of Natural Gas. in connection with its
approval ol Approved Contracts.

73 Lifting

(@) Subject to this Agreement, the Contractor may lifl dispose of and export from the JPDA its sharc
of Pctrelcum and retain the proceeds from the sale or other disposition of that share.

(b) The Contractor and the Designated Authority shall, from time 1o time, make such agreements
between them as are reasonably necessary, in accordance with Good Oil Field Practice and the
commercial practices of the international petroleum industry, for the separate lifting ol their shares
of Petroleum.

7.4 Title and Risk

(a) Petroleum shall be at the risk of the Contractor until 1t is delivered at the Field Export Point.
Without prejudice ta any obligation or hability of the Conlractor as 2 consequence of a failure of
the Contracior 1o comply with its obligations under the Code and this Agreement (including sub-
Article 3.1), Petroleum which is lost after it is recovered at the well-head, and before it is
delivered art the Field Expori Point, shall be deducted from the Contractor’s Recoverable Costs
uoder sub-Article 6.2.

b) Titde in the Contractor’s share of Petroleum shall pass to it when (and nsk therein shall remain
with the Contractor afier) it1s delivered at the Field Export Point.

(©) Tile in the Designated Authority’s share of Petroleum taken by the Contractor pursuant to sub-
Article 7.2 shall pass to the Contractor when (and risk therein shall remain with ihe Contractor
after) it is deiivered at the Field Export Point.

(4) The Contractor shall defend, indemnify and hold harmless the Designated Authority and/or the
members of the Joint Commission from all claims and demands asserted in respect of PetroJeum
wherein the nsk 1s with the Contractor.

7.5 Payment on Account

(2) Unless the Designated Authority has made an election under paragraph 7.2(b), the Contractor shail
pay to the Designated Authority an amowunt equal to the Designated Authority's share of all
amounts received by the Contractor for the Petroleum within thirty six (36) hours of receipt.
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(b In the event that the Contractor has not received payment for Petroleum within sixty (60) days of’
production, it nonctheless will make a provisional payment fo the Designated Authority of the
estimated value of the Designated Authority’s share of such Pctrotcum.

Article 8 Valuation of Petroleum

8.1 Point and type of Valuation

Petroleum shall be valued as if it were sold in an arm’s length transaction f.o.b. (or equivalent) at the Field
Export Point.

8.2 Value of Crude Oil

The valuc of Crude Qil

{4) Sold f.o.b. (or equivalenl) at the Yield Export Point in an ann’s length transaciion is the price
payable for it
(b) Sold in an arm’s length transaction other than f.o.b. (or equivalent) at the Field Export Point is the

price payable for it, less such fair and reasonable proportion of such price that relates o the
transportation, processing and delivery of the petroleum downstream of the Field Export Point up
to the actual point of sale; or

(c) Sold other than as mentioned in paragraphs 8.2(a) and (b) shall be the fair and reasonable market
price thereof having regard to all relevant circumstances.

8.3 Value of Natural Gas

The value of Natural Gas shall be the price payable under the Approved Contract or as otherwise may be
provided in the Development Plan or in this Agrecement, with such fair and rcasonable adjustments as
required to reflect the point and type of valuation in sub-Article 8.1, or where 2 Contractor enters into a sale
olher than at arm’s length.

8.4 Price Payable

In this Article 8, the price payable is the price that is (or would be) payable by the buyer if the Petrolenm
were delivered by the Contractor and taken by the buyer, without set off, counterclaim or other withholding
of any nalure.

Article 9 Payments
9.1 Fees
The Contractor shall pay to the Designated Authority fees and other payments as provided for in the Code.
5.2 Payment Mechanism

All payments under this Agreement shall be made in United States Dollars, unless otherwise agreed, and
within ten (10) days after the end of the month in which the obligation to make the payment is incurred to a
bank specified by the Party to whom the payraent is due.
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9.3 Late Payment

Any anrount not paid in full when due shall bear interest. compounded on a monthly basis. at & rate per
annum cqual 1o one month term. London Interbank Offer Rate (LIBCR) for United States Dollar deposits,
ag published in London by the Financial Times or. if not so published, then as published in New York by
The Wall Street Journal, current from day to day, plus five percentage points, on and from the due date for
payment until the amount, together with interest thereon. is paid in full.

94 Minimum Payment

If this Agreement is terminated for any reason before the end of the second (2™ ) Contract Year, the
Contractor shall, on such termination, pay, to the Designated Authonty, those fees which it would have
paid under sub-Article 9.1 il termination had not occurred until the end of the second (Z“d') Contract Year.

Article 10  Provision of Goods and Services
10.1 Notice

(2) Except with the consent of the Designated Authonity, the Contractor shall draw to the attention of
suppliers based in limor-lLeste and Australia, in such manner as the Designaied Authority agrees,
all opportunities for the provision of goods and scrvices for Petroleum Opcrations.

(b) Subject to sub-Article 10.2, the Conwractor shall, before awarding any contract for goods or
services, obtain the written approval of the Designated Authority. Approval {rom the Designated
Authority shall be deemed thinty (30) days after wriften notice of an award 1s given by the
Contractor, unless otherwise notified in writing to the Conmacior.

10.2 Contracts Not Requiring Designated Authority's Approval

The Contractor may wmake contracis for goods and services for Petrolenm Operations without the
Designated Auothority's conscrt (but not if for property to be leased to the Contractor)y where:

(a) the contract (or related seges of contracts) is expected to involve expenditute of less than five
hundred thousand (500,000.00) United States Dollars or such higher amount that may be specified
by regulation; or

) the contract (or related series of contracts) is expected to involve expenditure of less than two
million (2,000,000.00) United States Dollars or such other amount that may be specified by
rcgulation and the goods or scrvices are required in respect of a Development Plan, the cost of
which is expected to exceed fifty million (50,000.000.00) United States Dollars or such higher
amount that may be specified by regulation.

10.3 Tender Invitations

(a) All invitations to tender made for the purpose of procuring goods and services shall be published
in two (2) of the newspapers with broadest circulation in Timor-Lesle and Australia or as agreed
with the Designated Authonty.

(b) Notwithstanding sub-Article 10.2, and except with the consent of the Designated Authority, all
goods and services shall be procured on an arm’s Jength basis by competitive tendering, any
tender for goods and services shall require prior approval of the Designated Authority, in respect
of:
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(©)

(d)

10.4

(i) the list of bidders which the Contracter proposcs (o invite ta tender; aud
) the bid package to accompany the invitation. which shall include:
(aa)  a draft contract;
(bb)  the scope of work;
(cc)  atechnical proposal form;
(dd) acommercial proposal form:
(e¢)  iheuse of Tunor-Leste content; and
(ff) the basis upon which bids will be evaluated,
In addition, the Contractar shall submit a stalement to the Designated Authority
regarding the need for the goods or services concerned, and their relationship to the
approved Programme and Budget, the estimated value of the contract and (he

contracting schedule.

Approval from the Designated Authonty shall be deemed thirty (30) days after submission of the
tender documenis to the Designated Authority, unless otherwise advised in writing.

If the Designated Authority grants an exception ta the obligation at paragraph 10.3(b), it shall
publish its rcasons for doing so.

Costs for goods and services procured on other than an arm’s length basis, the price payable for
which is in excess of one hundred thousand (100,000) United States Dollars, shall be established
in accordance with the provisions of Annex C.

Emergencies

The foregoing provisions of this Article 10 do not apply in the circumstances wmentioned in paragraph 4.5(¢)
to the extent they would hinder the Contractor from taking all necessary and proper measures as therein

mentioned.

10.5 Other Information to be provided

(a) The Contractor shall submit 1o the Designated Authority copies of all contracts for the supply of
goods and services for usc ia relartion to Petroleum Opcerations promptly after their execution.

(b) The Contractor shall, promptly after awarding a contract for the supply of goods and services in
relation to Petroleum Operations following a tender 2s mentioned in sub-Article 10.3, provide the
Designated Authority with a detailed report on the reasons for the award.

{c) From time w ume, if requested by the Designated Authority, the Contractor shall, upon

completion of a specific contract relating to the provision of goods and services in relation to
Petroleumn Operations, the price payable under which is in excess of one hundred thousand dollars
(100,000) United States Dollars, submit to the Designated Authority an appraisal and completion
report covering details of the actual expenditures made, and of the manpower, goods and services
utilised, in the performance of the contract.
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(d) From time to time. if requested by the Designated Authonty. the Contractor shall, within sixty
{60) days after such request. submit to the Designated Authority. details of goods and services
actually procured both from suppliers based inside and outside Timor-Leste and Australia.

Article 11  Title to Equipment
11.1  Property

(a) Subject to sub-Article 11.2. all structures, facilitics, installations, equipment and other property,
and other works, used or o be used in Petroleum Operations, shall be and remain the propetty of
the Contractor while so used or held for use, unless Contractor requests and obtains approval from
the Designated Authority for an alteimative arrangement.

(b) Paragraph 11.1(a) docs nol apply to property lcased to the Contractor, or leased by or belonging to
third partics providing services.

11.2 Retention

@) The Designated Authority may, upon termination of this Agreement in respect of all or a pari of
the Contract Area, elec to acquire any property or other works as mentioned in paragraph 11.1(a)

installed on, or used exclusively in respect of, that area, by giving the Contractor a notice (o that
effect.

(b The Contractor shall have no further obligation or liability in respect of any property or other
works acquired by the Designated Authority pursuant to paragraph 11.2(a) (but withour prejudice
to obligations and liabilities acvrued prior thereto), and will repay, to the Designated Authority, all
amounts included in the Decommissioning Costs Reserve claimed by the Contractor under Anticle
6 in respect of il betore the acquisition, and shall, subject to paragraph )1.2(c), claim no further
such amounts in respect of it.

(© In respect of any property which has not been fully cost recovered, the Designated Authonty shall
upon clecting 1o acquire such propeny pursuant to this sub-Article pay. to the Confractor, an
amouni equal 1 the un-recovercd costs of the property, including Uplift, calculated at the date of
the election. For the purposes of this sub-Article it is assumed thal costs are recovered in the order
in which they werc incurred.

Article 12 Consultation and Arbitration
12.1 Arbitration
(a) If a dispute arises between the Designated Authority and the Contractor relating to the
interpretation and performance of this Agreement and relevapt provisions of the Treaty and the
Code, the partics shall attempt to resolve that dispute by means of negotiation.
(b) 1f such a disputc cannot be resolved by ncgotiation within a period of nipety (90) days of

noiification by cither panty of a dispute, either party may submit that dispuie to arbitration in
accordance with the terms set out in this Article 12,

12.2 Procedure

(a) Arbitration shall be conducted in accordance with the Rules of Arbitration of the International
Chamber of Commerce (ICC).
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(b)

(c)

123

The Designated Authority and the Contractoy shall each appoint one arbitrator and those two
arbitrators shall appoint a third. 1f either Party fails to appoint an arbitrator within (hjrty (30) days
after receipt of a written request to do so. such arbitrator shall. at the other Pany's request. if the
Parties do not otherwise agree, be appointed upon application to ICC. If the first two arbitrators
appointed fail to agree on a third within thirty (30) days of the second arbitrator being appointed.
the third arbitrator shall. if the Parties do not otherwise agree, be appointed, at the request of either
Party, upon application to ICC. If an arbitrator fails or is unable to act. that arbitrator's successor
shall be appointed in the same manner us the arbitrator who is replaced.

The majority decision of the arbitrators shall be final and binding on the Parties, An award made
may be enforced in any court having jurisdiction for the purpose.

Location and Language

T'he place of arbitration shall be Singapore. The language of the arbitration shall be English.

12.4 Commercial Arrangement: Waiver of Sovereign Immunity

(a)

(b)

This Agreement is a commercial agreement.

Both the Designated Authonty and the Contractor waive any ¢laim to sovereign immunity which
they may have, both as to process and execution.

12.5 Obligations Continue During Arbitration

The obligations of the Panties under the Agreement shall continuce pending the resolution of any matter
submitied io arbitration.

131

(a)

(b)

Article 13  Financial and Technical Data, Records and Reports

Ownership

The Designated Authority shall have title 1o all technical data and information acquired in respect
of:

(1 the sea bed or subsoil in the JPDA;
) Pctroleum therein; and
(iit) the superjacent waters,

in the course of, or as a resuli, of Petroleum Operations.

Paragraph 13.1(a) includes all raw data and information (including cores, cuttings, samples, and
all geological, geophysical, geochemical, drilling, well, production and engineering data and
mformation) that the Contractor colleets and compiles through Petroleum Operations. It does not
include data obtained from special studies carried out by or for the Conltractor that uses special
proprictary softwere or procedures. It also deoes not include interpretations that have particular
commercial or regional significance 1o a Contractor (over and above that which is necessary for
the commercial evaluation and development of a Contract Area) and in respect of which the
chigible recoverazble cost attributable to the Contract Area is a small proportion of the total cost of
the interpretations.
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13.2

(a)

(©)

(d)

(e)

Records, Storage, Retrieval and Submission

The Conuactor shali keep full, complete and accurate books, accounts and other records of
Petroleum Operations and of the sale or other disposition of Pectroleum. of the data and
imformation mentioned in sub-Article 13.1 and of all other financial, commercial, legal.
operational, technical and other data and information acquired or generated for, or resulting.
directly or indircetly, {rom, Petrolenm Operations (including that relating to marketing and
othenwise to the sale of Petroleum),

The Contractor shall make the originals or copies of all such data, information and records
available 1o the Designated Authority (or as it shall dircer) at reasonable times at the Opcrator’s
offices iy Limor-Leste, and shall promptly deliver the same to the Designated Authority (or as it
directs) as and when, and in such manner as, the Designated Authority specifies.

Without prejudice to paragraph 13.2(b), the Contractor shall store all such data and information as
the Designated Authority, affer consultation with the Contractor, reasonably dircets, and otherwise
in accordance with Good Oil Field Practice.

The Contractor may retain copies of all such data and information and records delivered (o the
Designated Authority for use in or in relatian o Petroleum Operations and in complying with
obligatons under law, but not otherwisc without the consent of the Designated Authority.

Except with the conseni of the Designated Authority, or as required by law or the rules of a
recognised stock exchange, the Contractor may not sell or disclose auy such data, information and
records without the consent of the Designated Authonty or as otherwise provided im this
Agreement

13.3 Reports

The Coutractor shall provide the Designated Authority with such reports as are mentioned in Annex C and
as the Designated Authority directs.

13.4

Export of Data and Information

No such data, informalion and records shall be taken out of. or transmitted from or stored outside, Timor-
Leste or Australia without the consent of the Designated Authonty, which consent shall not be withheld if
resources for the processing, interpretation or analysis thereof are not available in Timor-Leste, if the data,
information and records are promptly returmed to Timor-Leste or Australia and accurate copics {or useable
and representative samples) are retained in Timor-Leste or Australja.

13.5 Use of Data and Information

(a)

(b)

The Designated Authority may make such use as it wishes of the data and information mentioned
in this Article 13, apd nothing in sub-Articles 13.6 or 13.7 prevents the Designated Authority
using data and information for the purposes of general statistical and olher general reporting
(publicly or otherwise) on its activities.

Excepl with the consent of the Designated Authority, the Contractor may only use the data and
mformation mentioned in sub-Article 13.1 for jts Petroleurn Operations or for an application for
an Authorisation or for reporiing information to its Affiliates provided that the Authorised Person
first procures that any such Affiliates agree to be bound by this paragraph 13.5(b).
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13.6 Confidentiality of Data and Information

(a)

(b)

13.7

(2)

(b)

Except as otherwise provided in Uus Agrecment or with the consent of the Contractor, the
Designated Authority shall not publicly disclose or, other than for the purpose of the
administration of the Treaty or the Code, or as otherwise required by the Treaty or the Code or for
the purpose of the resolution of disputes under this Agreement, make available to any person, any
data or information mentioned in sub-Articte 13.1 until the earlier of:

6] five (5) vears afier the data or information was acquired by the Contractor; and

(i) this Agrecment ceasing to apply;

Except with the consent of the Designated Authority, and in accordance with the conditions (if
any) of the consent, the Contractor shal} poi disclosc the data or information mentioned in sub-

Arnticle 13.1 other than:

(1) to its employees, agents, contractors and Affiliates to the extent necessary for the proper
and efficient carrying on of Petroleum Operations;

(i) as requircd by law:
(1) for the purpose of the resolution of disputes under this Agreement; or
(iv) as required by a recognised stock exchange,

The Contractor shall procure that a person mentioned in sub-paragraph 13.6(b)(i) maintains the
data and information disclosed to it confidential in the terms of this Article 13.

Trade Secrets

Except with the consent of the Contractor, and notwithstanding sub-Article 13.6, the Designated
Authority shall not publicly disclose or, other than for the purpose of the administration of the
Treaty or the Codc, or as otherwisc required by the Treaty or the Code or for the purpose of the
resolution of disputes under this Agreement, make available 10 any person, any data or
information submitted to it by the Contractor which:

) is a trade secret of, or other data and information the disclosure of which would. or could
reasonably bc expected to, adversely affect, the Contractor in respect of its lawful
business, commercial or financial affairs; and

(i) was clearly marked as such when it was submitted to the Designated Authority.

Without prejudice to sub-paragraph 13.7(a)(i):

Q) the Designated Authority may, at any time and from time to time, serve notice on 2
Contractor requiring it to show cause, within the time specificd for the purpose in the

notice, why mfaormation which it has marked pursvant to sub-paragraph 13.7(a)(ii) should
still be considered a trade sccret or other information as mentioned in that paragraph; and

(i1) if the Contractor does not show cause within that time, the data and information shall no
longer be a trade secret or other such information for the purposes of this sub-Article
13.7.
35
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Article 14 Management of Operations

14.1 Constitution of Committee

For the purpose of this Agreement there will be a committee consisting of four (4) representatives of the
Designated Authority, onc of whorn shall be the chairperson, and the same number of representatives of the
Contractor, as nominated by the Designated Authority and the Contractor respectively. For each of its
representatives, the Designated Authority and the Contractor may nominate an altcrnate to act in the
absence of the representative.

14.2 Meetings

(a) The Committee will meet at least twice in each year in the Designated Authority’s offices or such
other place as the Designated Authority may advise upon the chairperson giving thirty (30) days
notice thereof. There shall be at least one meeting of the Committee for each of the following
purposes:

(1) examining the Work Programmes and Budgets for the following year which the
Contractor is required to submit under Article 4; and

(it) reviewing any proposed or agreed amendments to a Work Programme and Budget;
reviewing the progress of Petroleurn Operations under the current Work Programmes and
Budgets; and discussing any other matter relating to Petroleum Operations.

(b) The Contractor or the Designated Authority may request a meeting of the Committee at any time by
giving written notice to the chairperson. Such notice shall include a full description of the purpose of
the meeting. The chairperson shall thereupon give notice and call such a meeting.

Article 15  Third Party Access

15.1 Third Party Access

(a) The Contractor shall provide for third party access to the structures, facilitics, installations,
equipment and other property within the Contract Arca on reasonable terms and conditions.

(b) The Contractor shall use all reasonable efforts to negotiate a satisfactory agrecment for third party
access, and where mutual agreement cannot be reached, the Designated Authority after
consultation with the Joint Commission, shall set the terms for such third party access after taking
into account internationally accepted principles, Good Oil Lield Practice and operational
requirements and standards.

Article16  Audit

16.1 Independent Audit

The Designated Authority may require, at the Contractor's cost, an independent audtt (starting, cxcept in the
case of manifest error or fraud, within twenty four (24) months after the end of the Calendar Year, and
concluding within twelve (12) months of this start) of the Contractor's books and accounts relating to this
Agreement for any Calendar Year. The Contractor shall forward a copy of the independent auditor's report
to the Dcesignated Authority within sixty (60) days following the completion of the audit. There shall be a
period of at least twelve (12) months between independent audits except in the case of manifest error or
fraud.
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16.2 Designated Authority Audit

The Designated Authority may inspect and audit (by itself or as it directs), and al its own cosl, the
Contractor's books and accounts relating to this Agreement [or any Calendar Year (starting within twenty
four (24) months after the end of the Year, and concluding within twelve (12) months of this start).

16.3 Exceptions

(a) All audit exceptions shail be raised by the Designated Authority within six (6) months after receipl
of the independent auditor's report by the Designated Authority or completion of the audit by the
Destgnated Authority (or as it directed), as the case may be. failing which the Contractoy's books
and accounts shall be conclusively deemed correct except in the case of manifest error or fraud.

(b) The Contractor shall fully respond to an audit exception within sixty (60) days of its being raised,
failing which the exception shall be deemed accepted.

(¢) Adjustments required among the Parties as a conscquence of an audit shall be made promptly.
16.4 Contractor to Assist

The Contractor shall fully and expeditiously assist and cooperate with audits.
16.5 Affiliates

‘The foregoing provisions of sub-Ariicle 16.1 apply in respect of Affiliates of the Contractor. The
Contractor shall use its best endcavours to procure that its Affiliaies comply with them.

Article 17  Indemnity and Insurance
17.1  Indemnity

The Contractor shall at all times defend, keep effectually indemnified and hold harmless the Designated
Authority and the members ot the Joint Commission against all actions, sujts, proceedings, costs charges.
claims and demands whatsoever (including for economic loss) which may be made or brought against the
Designated Aunthority and/or the members of the Joint Commission wheresoever by any third party in
relation to or in connection with this Agreement or resulting, directly or indirectly, from Pewoleum
Operations under this Agreement or any other matier or thing done or purported (0 be done in pursuance of
this Agreement or in the conduct of Petroleum Operations, notwithstanding that the Designated Authority
and/or the members of the Joint Commission may have approved in any manner or form whatsoever thereof
or that such may have been permitted or required by the terms of the Treaty, the Code (including any
regulation made or dircction giveu thereunder) or this Agreement, or that the Designated Authority and/or
the members of the Joint Commission could have exercised, but did not exercise, any power, function, right
or authority to prohibit the same, The Designated Authonty and/or the members of the Joint Commission
shall give the Contractor prompt notice of any such claim and shall not settle it without the prior consent of
the Contractor.

17.2 Insurance
(a) The Contractor shall:

Q)] unless the Designated Authority is satisfied from time lo time, after consultation with the
Contractor, that the potental liability under sub-Article 17.1 can be covered by other
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means, including self-insurance. maintain insurance in respect thereof for such amount
and on such terms as the Designated Authority requires from time to time: and

(if) take out and maintain insurance 1n respect of such other maiters as the Designated
Authority requires (including in respect of pollution), for such amounts as the Designated
Authority requires from time (o tme and otherwise as required by Good Oil Field
Practice, unless the Designated Authority is satisficd from time to time, after consultation
with the Contractar. that the potential liability can be covered by other means, including
self-insurance.

(L) All such insurances shall name the Designated Aunthority and the members of the Joint
Comnmission as co-insured, and shall waive all rights of subrogation against the Designated
Authority and the members of the Joint Commission.

Article 18  Force Majeure

18.1 Force Majeure Relief

(a) Subject o the further provisions of this Article 18, a Party shall not be liable for any failure (o
perform an obligation under this Agreement to the extent such performance is prevented, hindered
or delayed by events or circumstances which are beyond its reasonable control and the effects of
which could not (including by rcasonable anticipatton) and cannot reasonably be avoided or
overcome by it ("Force Majcure”).

(b) Notwithstanding paragraph 13.](a), the following shall not be Force Majeure:
(i) failure to pay money;
(ii) in the case of the Contractor, the law, or any action or inaction of the government, of a

place other than Timor-Leste or Australia (or of a political subdivision thereof);

(i) in the case of the Designated Authority, the law, or any action or inaction of the
govemment, of Timor-Leste or Ausiraliag

(iv) 0 the casc of the Contractor, any failure to deliver and maintain 2 Secwity or to obtain
and maintain insurance as required by this Agreement; and

) in the case of (he Contractor, strikes, lockouts and other industrial disturbances of the
Operator's (or of its agents' and sub-contractors’) employees and not part of a wider
industrial dispute malenally affccting other cmpluyers.

18.2 Procedure

A Party claiming Force Majcurc shall:

(2) notify the other Party as soon as reasonably practicable of the event or circumstance concerned,
and of the extent to which performance of its obligations is prevented, hindered or delayed
thereby;

(b) keep the other Party fully informed as to the actions taken, or to be taken, by il to overcome the

effects thereof. and, from time to time, provide it with such information and permit it such access,
as It may reasonably require for the purpose of assessing such effects and the actions taken or to
be taken: and




(¢) resume performance of its obligations as soon as reasonably practicable after the event or
circumstance no longer exists.

18.3 Consultation

The Parties shall consult with cach other and take all reasonable steps (o minimisc the losses of cither Party
and to minimisc any overall delay or prejudice to Petrolcum Operations as a result of Force Majcure.

18.4 Third Parties

Where a Party cnters into an agreement in relation to this Agreement with a third party. a failure by the
third party (o perform an obligation under that agreement shall be Force Majenre atfecting that Party only il
performance of that obligation was prevented. hindered or delayed by evenis or circumstances which (if the
third party were party to this Agreement in the capacity of the Party concerned) would (in accordance with
the provisions of this Articie 18) be Foree Majeure affecting it.

18.5 Extension of Time

I Force Majeure materially prevents. hinders or delays Petroleum Operations for more than one ()) month.
the Parties shall discuss, in good faith. amendments regarding the term of, and the periods of time in which
Petroleum Operations are (o be camied out, under this Agreement.

Article 19  Restrictions on Assignment and Change in Control

19.1  Assighment

(a) Except with the consent in wnting of the Designated Authority. and unless in accordance with the
conditions of (he consent. where the Contractor assigns or otherwise deals with this Agreement.
the Designated Authority may terminate this Agreement.

(b) Paragraph 19.1(a) includes any assignment, transfer, conveyance, novation, merger, encumbering
or other dealing in any mannecr whatsoever or howsaever (whéther legally, beneficially or
otherwise. and whether conditionally or not) by a Contractor with:

(1) this Agreement, or all or any part of its nghts. intcrests, benefits, obligations and
liabilities under i

(i) Petroleum which has not then been. but might be, recovered in the Contract Area, or any
proceeds of sale of such PetroJeum: and

(iii) anything whereby this Agreement, that Petroleum or any of those nghts, interests and
benefits would, but for this sub-Article 19.1, be held for the benefit of, or be exercisable
by or for the benefit of, any other person.

(¢) Paragraph 19.1(a) does nat apply to an agrcement for the sale or exchange of Crude Oil where the
sale or exchange occur after title thereto has passed o the Contractor,

(d) If. notwithstanding paragraphs [9.]1(a) and (b), any assignment or other dealing is effective by the
laws of Timor-l.este, Australia or any other place without that consent, the Designated Authority

may terminate this Agreement.

{e) The Designated Authority may not consent 10 a dealing which would result in a person other than
a limited liability corporation, or an entity with limited liability. specifically established for the
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2

sole purposes of this Agreement. becoming a Contractor. and any consent otherwise is of no force
or effect.

(H For (he purposes of the forcgoing, encumbrance includes any mortgage. charge, pledge,
hypothecauon, lien, assignment by way of security, title retention. option. nght to acquire. right of
pre-empiion, right of set off, counterclaim, trust armangement. overriding royalry, net profits
interest, or any other securily, preferential 1night, equity or restriction, any agrecivent to give or to
create any of the foregoing and any Ugnsaction which, in legal terms, 1s not a secured borrowing
but which has an economic or financial ¢ffect similar to that of a secured borrowing.

9.2 Changein Control
(a) Except with the consent of the Designated Authority, if:
() there is a Change in Control of the Contractor (or. if more than one person, any such
person);
(i) within thirty (30) days after the Contractor has advised the Designated Authority in

rcasonable detail of the Change in Control, the Designated Authority serves notice on the
Contractor that it will terminate this Agreement unless such a further Change in Control
of the Contractor as is specified in the notice takes place within the period specified in the
notice; and

(3ii) that further Change in Control does not take place within that period,
the Designated Authority may terminate this Agreement.

(b) Paragraph 19.2(a) does not apply if the Change in Control is the direct result of an acquisition of
shares or other securities listed on a recognised stock exchange.

(¢) For the purposes of paragraph 19.2(4). "Change in Control" includes a person ceasing to be in

Contro! {whether or not another person becomes in Control). and a person obtaining Control
(whether or not another person was in Control).

Article 20 Other Provisions

0.1 MNotices
(a) Any notices required to be given by any Party to another Party shall be served in accordance with
the Code.
(b) All notices to be scrved on the Contractor shall be addressed to its office in Timor-Leste.

20.2 Applicable Law

2

This Agreement shall be governed by and construed in accordance with the laws of England.

0.3 Third Party Rights

Unless specifically provided in this Agreement. the Parties do not intend that any term of this Agreement be
cnforceable solely by virtue of (the Contracts (Rights of Third Parties) Act 1999 (UK) by any person who is
not a Party to this Agreement.
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20.4 Amendments/Modification
This Agreement shatl not be amended or modified in any respect. unless the Partics agree in writing.
20.5 Entire Agreement

This Agreement in conjunction with the provisions of the Treaty and the Code sets out the entire agreement
and undemstanding of the Parties in connection with the subject matter of this Agreement and supersedes
any other pror agreements, understanding or arrangements whether written or otherwise relating thereto.
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IN WITNESS WHEREQF, the Parties have executed this Agreement.

The Timor-Leste Autoridade Nacional do Petrélco as Designated Authority

Signed for and on behalf of the Timor-I.este { )
Autoridade Nacional do Petréleo as ” ’/;/
Designated Authority by its duly authorized S Cﬁw pr-g/
attorncy: ~| \
|
Gualdino da Si}va
/) v

President of ANP

’\ 74 . L
W

[ the presence of:

Witness Z
LoweNTIoM D& N Lk
Name )

Eni JPDA 11-106 B.V.

f

Signed for and on behalf of Eni JPDA 11-106 440 //
Y /AR

B.V. by its duly authorized attorney:

a4 4
JEmie Deléos

A Vi Managing Director
/ey A

¥ Lo

In the presence of: ,
Witness/”

Name A NGEUMA (BAANCD



INPEX Offshore Timor-Leste, LTD.

Signed for and on behalf of INPEX Offshore )
Timor-Leste, LTD. by its duly authorized ) J? ‘%7 I -
el

attormcey:

Kenj Kawano

Managing Exccutive
Officer
1.4 %7

In the presence of:

¥ —

Witness \
Name

/1/1 l\"/{MVﬂ"fkb

TIMOR GAP PSC 11-106, Unipessoal, Limitada.

Signed for and on behalf of TIMOR GAP PSC
11-106, Unipessoal, Limitada by its duly
authorized attomney:

4ancisc da Costa
Monteir

Director

In the presence of:
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Annex A —Part 1 - JPDA 11-106 CONTRACT AREA DESCRIPTION

The JPDA 11-

a)
b)

c)

5)
t)

Coordinates in AGD66

106 Contract Area is the area bounded by the line described below:

commencing at the point of Latitude 10° 29° 00.00” South and Longitude 126°
00" 36.69” East (“Point A17);

thence cast along that paralle] of latitude to its intersection with meridian of
longitude 126° 08 00.00™ East (“Point A27);

thence south along that meridian of {ongitude to its interscction with the paraliel
ol latitudce 10° 31 00.00™ South (“Point A3™)

thence east along that parallel of latitude to its intersection with meridian of
longitude 126° 137 00.00™ East (“Point A4”);

thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 33” 00.00” South (“Point A5”);

thence west along that parallel of latitude to its intersection with meridian of
longitude 126° 10” 00.00”" East (“Point A6™);

thence south along that meridian of longitude 1o its intersection with the parallcl
of latitude 10° 34" 00.00" South (‘“Point A7™);

thence east along that parallel of latitude to its intersection with meridian of
longitude 126° 117 00.00" East (“Point A8");

thence south along that mendian of longitude to its intersection with the paratlel
of Jatitude 10° 357 00.00” South (“Point A9™);

thence east along that parallel of latitude to its interscction with meridian of
Jongjtude 126° 15 00.00” East (“Point A10™):

thence north along that mendian of longitude to its intersection with the parallcl
of latitude 10° 30™ 00.00” South (“Point A11");

thence cast along that parallel of latitude to its intersection with meridian of
longitude 126° 24 00.00” East (“Point A12™);

thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 32” 00.00” South (“Pomnt A13™);

thence west along that parallel] of fatitude to its intersection with meridian of
longitude 126° 16 00.00™ East (“Point A14”);

thence south along that mcridian of longitude to its intersection with the parallel
of latitude 10° 33" 00.00" South (“Point A15");

thence east along that parallcl of latitude to its intersection with meridian of
longitude 126° 19 00.00™ East (“Point A16™).

thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 34” 00.00" South (“Point A17");

thence east along that parallel of tatitude to its intersection with meridjan of
longitude 126° 21 00.00™ East (“Point A18”);

thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 367 00.00” South (“Point A19™);

thence west along that parallel of latitude to its intersection with mendian of
longitude 126° 12 00.00 East (“Point A20);
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u)
v)
W)
X)
y)

%)

thence south along that meridian of longitude to its intersection with (he parallel
of latitude 10° 38’ 00.00” South (“Point A21™);

thence west along that parallel of latitude to its intersection with meridian of
Jongitude 126° 117 00.00™ East (“Point A22”);

thence north along that meridian of longitude to its intcrsection with the parallc]
of latitude 10° 36 58.424” South (“Point A23™);

thence west aloug that parallel of latitude to its intersection with meridian of
longitude 126° 09” 00.00” East (“Point A24”);

thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 38" 00.00 South (“Point A25™);

thence west along that parallel of latitude to its intersection with meridian ¢l
longitude 126° 06 06.44” East (“‘Point A26”);

aa) thence northwest along the geodesic to the point of comimencement (“Point A1),

and the linc described as follows:

a)
b)
c)
d)
e)
f)

g)

h)

i)
k)

)

commencing at the point of Lautude 10° 40’ 00.00” South and Longitude 126°
07’ 19.74” East (“Point B1);

thence east along that parallel of latitude to its intersection with meridian of
longitude 126° 09 00.00™ East (“Point B2™);

thence south along that mendian of longitude to its intersection with the parallel
of latitude 10° 41" 00.00” South (*Point B3™)

thence cast along that parallel of latitude to its intersection with meridian of
longitude 126° 15” 00.00” East (“Point B4™);

thence north along that meridian of longitude to its intersection with the parallel
ol(Jatitude 10° 38 00.00” South (“Point B5”);

thence east along that parallel of latitude to its intersection with meridian of
longitude 126° 21" 00.00” East (“Point B6”);

thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 40” 00.00” South (“Point B7");

thence west along that parallel of latitude to its intersection with meridian of
longitude 126° 16” 00.00” East (“Point B8");

thence south along that meridian of longitude to 1ts intersection with the paralle] .
of latitude 10° 42" 00.00” South (“Point B9”);

thence east along that parallel of latitude to its intersection with meridian of
longitude 126° 19” 00.00” East (“Point B10”);

thence north along that meridian of longitude to its intersection with the paralle]
of latitude 10° 41 00.00” South (“Point B11");

thence east along that parallel of latitude to its intersection with meridian of
longitude 126° 227 00.00” East (“Point B12);

thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 44” 00.00” South (*Point B13™);

thence west along that parallel of latitude to its intersection with mendian of
longitude 126° 19 00.00” East (“Point B14”);

thence south along that meridian of longitude 1o its intersection with the parallel
of latitude 10° 45 00.00” South (“Point B157);



p) thence west along that parallel of latitude to its intersection with meridian of
longitude 126° 16 00.00” East (*“‘Point B16™):

q) thenee south along that meridian of longitude to its intersection with the parallel
of latitude 10° 47 00.00” South (“Point B17™);

r) thence east along that paralle] of latitude to its intersection with meridian of
longitude 126° 19” 00.00 East (“Point B18™);

s) thence north along that mendian of longitude to its intersection with the parallel
of latitude 10° 46 00.00” South (“Point B19”);

1) thence cast along that paralle! of latitude to its intersection with meridian of
longitude 126° 24” 00.00” East (“Point B20™);

u) thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 48" 00.00™ South (“Point B217);

v) thence west along that parallel of latitude to its intersection with meridian of
longitude 126° 22" 00.00" East (*Point B22”);

w) thenee south along that meridiau of Jongitude to its intersection with the paratlel
of latitude 10° 49 00.00” South (“Point B23™);

x) thence west along that parallel of latitude to 1its intersection with meridian of
longitude 126° 18’ 00.00” East (“Point B24™);

y) thence south along that meridian of longitude to its intersection with the parallel
of latitude 10° 50” 00.00” South (“Potint B25™);

7) thence west along that parallel of latitude to its intersection with meridian of
Jongitude 126° 13 26.49™ East (“Point B26™);

aa) thence northwest 2long the geodesic to the point of latitude 10° 49” 00.00* South
(*Point B27");

bb) theuce east along that parallel of latitude to its intersection with mendian of
longitude 126° 15” 00.00” East (“Point B28”);

cc) thence north along that mendian of longitude to its intersection with the parailel
of latitude 10° 46” 00.00” South (“Point B29”);

dd) thence west along that parallel of latitude to its intersection with meridian of
longitude 126° 10 59.79” East (“Point B30”);

ee) thence northwest along the geodesic to the point of commencement (“Point B1™)

The approximate area of JPDA 11-106 15 662 square kilometres

Note: the onigin of geographical coordinates used in the area description is the Australian
Geodetic Datum 1966 (AGD66).
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Appex A — Part 2 - JPDA 11-106 CONTRACT AREA DESCRIPTION

Coordinates in W(GS84

In accordance with Section 3 of the Petroleum Mining Code, positions in the JPDA may be
expressed by refercnce (o the spheroid World Geodetic System 84 (W(GS84), which has its

centre at the centre of the Earth and a major (cquatorial) radius of 6378137 metres and a

flatiening of 100/29825.7223563.

The point numbers in the following table of WGS84 coordinates correspond 1o the writtcn

description of the Contract Area as described in Annex A — Part 1. In the cvent of a discrepancy
between the Annex A — Part 1 description and the WGS84 coordinates tabulated below, the

Annex A- Part | description takes precedence.

Point
Number

Latitude

Longitude

10° 28’ 54.929” South

126° 00’ 41.09” East

10° 28’ 54.904” South

126° 08’ 04.404” East

10° 30” 54.947” South

126° 08” 04.39” East

10° 30’ 54.929» South

126° 13’ 04.407” East

10° 32° 54.926” South

126° 13> 04.395” East

10° 32° 54.922” South

126° 10° 04.395” East

10° 33° 54.918” South

126° 10’ 04.4395” East

10° 33’ 54.923” South

126° 11” 04.387” East

10° 34’ 54.92” South

126° 11’ 04.373” East

AlQ

10° 34° 54.913” South

126° 15 04.394” East

All

10° 29° 54.862” South

126° 15° (04.435” East

Al2

10° 29’ 54.857” South

126° 24’ 04.43” East

Al3

10° 31> 54.885” South

126°24’° 04.433” East

Al4

10° 31° 34.875” South

126° 16’ 04.443” East

AlS5

10° 32° 54.883” South

126° 16’ 04.434” East

Al6

10° 32’ 54.864 South

126° 19’ 04.434” East

Al7

10° 33’ 54.874” South

126° 19’ 04.432” East

Al8

10° 33” 54.879” South

126° 21’ 04.431” East

Al9

10° 35° 54.87" Soutb

126° 21° 04.433” East

10° 35° 54.878” South

126° 12’ 04.435” East

A2l

10° 37> 54.886” South

126° 12’ 04.438” East

A22

1 10° 37 54.904™ South

126° 11’ 04.397” East
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AZ3

10° 36’ 53.301” South

126° 117 (4.392” East

A24

10° 36’ 53.325” South

126° 097 (04.434” East

A28

10° 37’ 54.904” South

126° 09’ 04.397” East

A26

10° 37 54.937” South

126° 06> 10.836” East

Point
Number

Latitude

Longitude

Bl

10°39° 54.924” South

126° 077 24.142" East

B2

10° 39’ 54.920” South

126° 09’ 04.460” East

B3

10°407 54,928 South

126° 09’ 04.474” Fast

B4

10° 40’ 54.942” South

126° 157 04.396” East

B5

10° 39’ 54.87” South

126° 16’ 04.435” East

B6

10° 37’ 54.951” South

126° 15° 04.395” East

B7

10° 37° 54.86” South

126° 217 04.435” East

B8

10° 39’ 54.882”" South

126° 21° 04.434” East

B9

10° 40° 54.877” South

126° 19’ 04.435” East

B10

10° 41’ 54.885” South

126° 16” 04.437” East

Bl11

10° 41° 54.886” South

126° 19” 04.437” Kast

B1z2

10° 40” 54.879” South

126° 227 04.434” East

B13

10° 43’ 54.883” South

126° 22’ 04.435” East

Bi4

10° 44’ 54.873” South

126° 19’ 04.436” East

B15

10° 44° 54.883” South

126° 19’ 04.435” East

B16

10° 44° 54.875” South

126° 16° 04.436” East

B17

10° 46’ 54.888” South

126° 16’ 04.44” East

B18

10° 46° 54.868” South

126° 19’ 04.436” East

B19

10° 45” 54.859” South

126° 19’ 04.438” East

B20

10° 45° 54.903” South

126° 24° 04.462” East

B21

10° 477 54.903” South

126° 24’ 04.489” East

B22

10° 47" 54,921” South

126° 22’ 04.441” East

B23

10° 48’ 54.92” South

126° 22° 04.448” East

B24

10° 48’ 54.885” South

126° 18 04.502” East

B25

10° 49° 54.961” South

126° 18’ 04.486” East

B26

10° 49° 54.857” South

126° 13’ 30.89” East

B27

10° 48’ 54.952” South

126° 127 54.253” East

B28

10° 48’ 54.918” Scuth

126° 15° 04.398” East

B29

10° 457 54.937” South

126° 15’ 04.397” East

B30

10° 45° 54.958” South

126° 11’ 04.193” East
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Annex B - MAP OF CONTRACT AREA
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1.1

1.2

13

2.1

Annex C - ACCOUNTING PROCEDURE
Clause 1 General Provisions

Purpose and Definitions

(a) ‘The purpose of this Annex C is to further define the manner in which the costs and expenses of
Petroleumn Operations will be recorded, Recoverable Costs will be determined, and the
Contractor's books and accounts will be prepared and maintained, and ancillary matters.

(b) A reference to a Clause or paragraph is to a clause or paragraph of this Annex C unless the
contrary is stated.

(c) A reference to an Article is to an article of the Agreement to which this Annex C is attached.

Accounting Records

(a) The Contractor shall maintain complete accounts, books and records, on an accruals basis, of all
costs, expenses and revenues of, or relating to, Petroleum Operations, and the sale or other
disposition of Petroleum, on an accurate basis and in accordance with generally accepted
accounting proccdures and standards of the international petrolcum industry and in accordance
with the charts of accounts mentioned in paragraph 1.2(b).

(b) Within sixty (60) days after the Effective Date, the Contractor shall submit to the Designated

Authority, for its approval, an outline of charts of accounts, books, records ang reports to be used
for the purposes of paragraph 1.2(a) and for reporting to the Designated Authority thereon.

Language and Units of Account

(a) Metric units and barrels shall be employed for measurements and quantitics under this Agreement.
(b) The Accounting Records, and all reports to the Designated Autherity, will be in English.
(©) The Accounting Records, and all reports to the Designated Authority, will be in United States

Dollars. Costs and revenues in another currency will be translated at the exchange rate sct on the
day the cost is incurred or the revenue realised at a time and by a financial institution designated
by the Contractor and approved by the Designated Authority.

(d) Exchange gains or losscs will be credited or charged to the Accounting Records.
Clause 2 Classification and Allocation

Exploration Costs

Exploration Costs are those costs, whether of a capital or operating nature, which directly relate to
Exploration and are incurred in respect of activiies carried out substantially in accordance with an
approved Exploration Work Programme and Budget, but without prejudice to sub-Article 4.5 of this
Agreement, including costs of:

(a) drilling wells (and related abandonment and site remediation thereof);
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2.2

2.3

(b)

()

(d)

(¢)
(M

surveys, inciuding labour, materials and services (including desk studies and analysis of survey
data) used in aenal, geological. geochemical, geophysical and seismic surveys. and core hole
drilling:

avuxihary or temporary facilitjes:

workshops, power and water facilittes, warehouses, site offices, access and communication
facilitics;

floating craft, automotive equipment, fumiture and office equipment; and

if approved by the Designated Authority, employee and welfare housing, recreational, educational,
hiealth and meals facilities, and other similar costs necessary for Exploration.

Appraisal Costs

Appraisal Costs are those costs that direcdy relate to Appraisal.

Capital Costs

Capital Costs are:

()

(b)

in respect of a Development Area, and before the start of Commercial Production from it, those
costs, whether of a capital or operating nature, which directly retate to the Development of it; and

in respect of a Development Area, and after the start of Cormmmercial Production from it, those
costs of a capital nature which directly relate to the Development of it, or to the production of
Petroleum from it,

and are incurred ipn respect of activities camied oul substantially in accordance with zn approved
Development Work Programme and Budget, but withoul prejudice to sub-Article 4.5 of this Agreement,
including costs of!

@

(b)

(¢)

(d)

(e)
()

workshops, power and water facilities, warchouses, site offices, access and communication
facilitics;

production facilitics including offshore platforms (including the costs of labour, fuel hauling and
supplies for both the offsite fabrication and ensite installation of platforms, and other construction
costs in erecting platforms), wellhead production tubing, sucker rods, surface pumps, flow lines,
gathering equipment, storage facilities, all other equipment. facilities and modules on platforms,
treating plants and equipment, and secondary recovery systems;

pipelines and other facilitics for rransporting Petroleum produced in the Contract Area to the Field
Export Point;

movable assets and subsurface drilling and production tools, equipment and instruments, and
miscellaneous equipment;

{loating crafi, automotive equipment, fumiture and office equipment; and

if approved by the Designated Autherity, employee and welfare housing, recreational, educational,
health and meals fzcilities, and other similar costs necessary for the Development.



2.4

2.5

2.6

2.7

Operating Costs

Operating Costs are, in respect of a Development Area angd afier the start of Commeycial
Production from it, those costs of an operating nature which directly relate to the
Development thereof, or 1o the production of Petroleum therefrom, and are incuired in
respect of activities carried out substantially in accordance with an approved
Development and Production Work Programme and Budget, but without prejudice to
sub-Article 4.5 of this Agreement.

Decommissioning Costs Reserve

Decommissioning Costs Reserve is the amount determined in accordance with paragraph 4.12(d).

Uplift

Uplift is the amount which, when compounded Quarterly, is cqual (o the average for the business days of
the Quarter of the annual yield on long-term United States Treasury Bonds (thirty-year (30) boods) plus an
annual margin of eleven (11) percentage points.

Miscellaneous Receipts

Miscellaneous Receipts are:

(a) all monies received by the Contractor, other thaa for the sale or other disposal of Petrolcum from a
Development Arca, which are directly related to the conduct of Pelroleum Operations. including:

6] amounts received from the sale or other disposal of Perrolcum from production testing
activities undertaken in Exploration and Appraisal wells;

(i1) armounts received for the disposal, loss, or destruction of property, the cost of which is a
Recoverable Cost;

(iil) amounts reccived by the Contractor under an insurance policy, the premiums of which are
Recoverable Costs, in respect of damage to or 1oss of property;

(iv) amounts received as insurance (the premiums of which are Recoverable Costs),
compensation or indemnity in respect of Petroleum tost or deswoyed prior to the Field
Export Point;

(v) amounts received from the hiring or leasing of property, the cost of which is a
Recoverable Cost;

(vi) amounts received from supplying information obtained from Yetroleurn Operations;

(vit) amounts received as charges for the use of cmployee ameniuces, the costs of which are
Recoverable Costs; and

(vili)  amounts received in respect of expenditures which are Recoverable Costs, by way of
indemnity or compensation for the incurring of the expenditure. refund of the

expenditure, or rebate, discount or commission in respect of the expenditure; and

(b) the value of property as determined by the Designated Authority, the cost of which is a
Recoverable Cost, when that property ceases to be used im Petroleumn Operations.
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ineligible Costs
Tueligible Costs sue:

(a) interest (or any payment in the nature of, 1 licu of, or having the commercial effect of. interest) or
other cost under. orin respect of, a [Loan Facility;

(b) foreign exchange and currency hedging costs;

() costs relating to formation of corporations or of any partnerships or joint venture arrangements,
other than in respect of a unitisation as required by the Cade;

(d) payments of dividends or the cost of issuing shares;

(c) repayments of equity or loan capital;

(N payments of private overmide royalties, net profits interests and the like;

(2) all expenditure (including professional feces, publicity and out-of-pocket expenses) incurred in

connection with the negotiation, signature or ratification of this Agreement and payments
associated with the acquisition of an interest under this Agreement;

()] costs incurred by the Contractor before and during the negotiation of this Contract;
) costs and charges incurred after the signing of the Agreement but before the Effective Date;
)] expendilure in respect of any financial transaction to negotiate, tloat or oitherwise obtain or secure

funds for Pctroleurn Operations including but not limited 1o interest, commission, brokerage and
fecs related (o such transaction as well as exchange losses on loan or other financing whether
between Affiliates or otherwisc;

(k) expenditure incurred in obtaining, furnishing and maintamning the guarantees required under the
Agreement and any other amount spent on indemnities with regard to non-fulfilment of contractual
obligations;

1 payments of taxes under the taxation law of either Timor-Leste or Australia made in accordance

with Article 5 of the Treaty and Angex G of the Treaty, and all other taxes on income, profit or
gain wherever ansing;

(m) payments of administrative accounting costs, and other costs indirectly associated with Petroleum
Operations;
(n) except with the consent of the Designated Authority, costs incurred in respect of Petroleurs after it

has passed the Iicld Export Pomng;

(o) costs incurred as a result of non-compliance by the Contractor with the law or this Agreement,
including costs incurred as a result of anv negligent act or omission, or wilful misconduct, of the
Contraclor, its agents and sub-contractors, including any amount paid in settlement of any claim
alleging negligence or wilful misconduct whether or not negligence or misconduct s admiited or
whether such sum is stated to be paid on an ex-gratia or similar basis;

(p) payment of compensation or damages under this Agreement;

(q) costs relating to the setilement of disputes, which are not approved in advance by the Designated
Authority, including all costs and expenses of arbitration or litigation proceedings under this
Agrecment;
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2.9

™

Decommissioning costs actually incurred which have been taken into account for the puposes of
determining the Decommissioning Costs Reserve:

(s) paymemts. 1{ any, under Article 9 of this Agreement:

(V) audit fees and accounting fees (exciuding fees and expenses incurred for the conduct of audil and
accounting services required by this Agreement) incurred pursuant to the auditing and accounting
requircments of any law and all costs and expenses mcwited in connection with intragroup
corporate reporting requirements (whether or not required by law),

(u) except with the consent of the Designated Authority and in accordance with the conditions  of the
consent, any expenditure in respect of the hiring or leasing of strucnres, facilities, installations;
squipment or other property, or of other works;

(v) except with the consent of the Designated Authority, costs, including donations, relating to public
relations or enhancement of the Contractor's corporate image and interests;

{x) costs associated with local offices and local admimstiration, including staff benefits, which are
excessive;

{(w) costs which are not adequately supported and documented;

{y) except with the consent of the Designated Authority, bul subject to sub-Article 4.4 of this
Agreement, costs not included in a Budget for the relevant Year; and

(2) costs not falling within any of the above items which are stated elsewhere in this Agreement not to
be recoverable (including in paragraph 2.1(d) of Article 2), or costs incurred without the consent
or approval of the Designated Authority (wWhere such is required).

Other Matters

(a) The methods mentoned in this 2.9 will be used to calculate Recoverable Costs.

(b) Depreciation {s not a Recoverable Cost.

©) The method for the allocation of general and administraion costs, other than direct charges,
allocable to Petrolenm Operations propased by the Contractor shall be subject to approval by the
Designated Authority, and shall be applicd each Calendar Year consistently.

(d) Inventory levels shall be in accordance with Good Oil Field Practice. The value of inventory items
not uscd in Petrolcum Operations, or sold, the cost of which has been recovered as an Operating
Cost, shall be treated as Miscellaneous Receipts. The cost of ap item purchased for inventory shall
be a Recoverable Cost.

(e) Where the cost of anything, or a receipi (or value) in respect of anything, relates only partially to

the carrying out of Petrolcum Opcrations, only that portion of the cost or the receipt {or value)
which relates to the carrying oul of Petroleum Operations will be a Recoverable Cost or assessed
as a Miscellaneous Receipt. Where any cost or related receipt (or value) relates to more than one
of Exploration, Appraisal, Capital and Operating Casts, or to more than one Development Area,
the cost or related receipt (or value) will be apportioned in an equitable manner.



Clause 3  Costs, Expenses and Credits

Subject as otherwisc provided in this Agreement, the following costs, charges and credits shall
be included in the deterination of Recoverable Costs:

3.1 Surface Rights

AN direct costs necessary for the acquisition, renewal or relinquishment of surface rights acquired and
maintained in force for the purposes of the Agreement.

3.2 Labour and Associated Labour Costs

(a)

(b)

()

(d)

(e)

6

The Contractor's Joeally recriited employees hased in Timor-1 este or Australiaz Costy of all
locally recruited cmployees who are directly engaged in the conduct of Petroleum Operations in
the JPDA, limor-Leste or Australia. Such costs shall include the costs of employee benefits and
state benefits for employcees and levies imposed on the Contractor as an employer, transportation
and relocation costs within Timor-Leste and Australia of the employee and such members of the
employec's family (limited to spouse and dependent children) as requited by law or customary
practice therein. If such employees are also engaged in other activities, the cost of such ecmployees
shall be apportioned on a Wme sheet basis according to sound and acceptable accounting
principles,

Assigned Personnel: Costs of salaries and wages including bonuses of the Coniractor's employees
directly and necessanly engaged in the conduct of the Petroleum Operations, whether temporarily
or permancntly assigned, irmespective of the location of such employees, it being wnderstood that
in the case of those personne! only a portion of whase time 15 wholly dedicated to Petroleum
Operations under the Agreement, only that pro-rata portion of applicable salanes, wages, and
other costs as delinecated in paragraphs 3.2(¢), 3.2(d), 3.2(e), 3.2(f) and 3.2(g) shall be charged and
the basis of such pro-rata 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 3.2(b).

Expenses or conlributions made pursuant to assessments or obligations imposed under the {aws of
Timor-Leste or Australia which are applicable to the Contractor's cost of salarjes and wages
chargeable under paragraph 3.2(b).

The Contractor's cost of established plans for employees' group life insurance, bospitalisation,
pension, stock purchases, savings, bonns and other benefit plans of a like nature customarily
granted to the Contractor's cmployees, provided however that such costs are in accordance with
gererally accepted standards in the international petroleum iodustry, applicablc to salavies and
wages chargeable to Petreleum Operations under paragraph 3.2(b).

Reasonable transportation and travel expenses of employees of the Contractor, including those
made for trave] and relocation of the expatriatc employees, including their famibies and personal
cffects, assigned o Timor-Leste or Australia whose salaries and wages arc chargeable to
Petroleum Operations under paragraph 3.2(b).

Actual transportation cxpenscs of cxpatriate personnel transferred to Petroleum Operations from
their country of origin shall be charged to the Petrofcum Operations. Transportation expenses of
perscnnel transferred from Peitroleum Operations to a country other than the couniry of thesr ongin
shall not be charged to the Petroleum Operations. Transportation cost as used i this section shall
mean the cost of freight and passenger service, mcals, hotels, insurance and other expenditures
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3.3

3.4

related to vacation and transfer travel and authorised under the Conuractor's standard personnel
policies. ['he Conlractor shall ensure that all expenditures related to tansportation costs are
equitably allocated to the activitics which have benefited from the personnel concerned.

Reasonable personal expenses of personnel whose salaries and wages are chargeable to Petoleum
Operations ender paragraph 3.2(b) and for which expenscs such personnel reimbursed under the
Contractor's standard personnel policies. In the event such expenses are not wholly attiibutable to
Petroleumn Operations. the Petrolenm Operations shall be charged with only the applicable portion
thereof. which shall be determined on an equitable basis.

Transportation and Employee Relocation Costs

The cost of transponanon of employees, equipment, materials apd supplies other than as provided in 3.2
necessary for the conduct of the Petroleum Operations along with other related costs, including impoit
duties. customs fees, unloading charges, dock (ces, and inland and ocean freight charges.

Charges for Servijces

For purposes of this Clause 3.4, Affiliates which are not wholly owned by the Contractor or the Contractor's
ultimate holding company shall be considered third parties.

(a)

(b)

Third Parties

The acteal costs of contract services, services of professional consultants, utilities, and other
services necessary for the conduct of the Petvoleum Opcrations performed by third parties other
than an Affiliate of the Contractor.

Affiliates of' the Contractor

$)] Professional and Administrative Scrvices Expenses: cost of professional and
administrative services provided by any Affiliates of the Contractor for the direct benefit
of Petrolewin Operations, including services provided by the production, exploration,
legal, financial, insurance, accounting and computer services divisions other than those
covered by sub-paragraph 3.4(b)(ii) or Clause 3.6 or paragraph 3.8(b) which the
Contractor may use in lieu of having its own employees. Charges shall reflect the cost of
providing their services and shall not include any clement of profit and shall be no less
favourable than similar charges for other operations carried on by the Contractor and its
Affiliates. The chargeout rate shall include all costs incidental to the employment of such
personnel. Where the work is performed outside 1the home office base of such personned,
the daily rate shall be charged from the date such personnel Jeave the home office base
where they usnally work up to their rewrn thereto, including days which are not working
days in the location where the work is performed, excluding any holiday entitlements
derived by such personnel from their employment at their home office base.

(1) Scientific or Technical Persoanel: cost of scientific or technical personnel services
provided by any Afitliate of the Contractor for the direct benefit of Petroleum Operations,
which cost shall be charged on a cost of service basis and shall not include any element of
profit. Unless the work ta be done by such personnel is covered by an approved
Programme and Budget, the Contractor shall not authorise work by such personnel.

(iii) Equipment and facilities: use of equipment and facilities owned and fermished by the
Contractor's Affiliates, at rates commensurate with the cost of ownership and operation;
provided, however, that such rates shall not exceed those currently prevailing for the
supply of like equipment and facilitics on comparable terms in the area where the
Petroleum Operations are being conducted. The equipment and facilities referred to
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3.5

3.6

3.7

3.8

heretn shall exclude major investment items such as (but not limited to) drilling rigs,
producing platforms, oil treating facilities, o1l and gas loading and (ransponation systems,
storage and termainal facilities and other major facilities, rates for which shall be subject to
separate agreement with the Designated Authority.

Communications

Costs of acquiring. leasing, installing, opcrating, repairing and maintaining communication systems
including radio and microwave facilities between the Contract Arca and the Contractor’s base facility.

Office, Storage and Miscellaneous Facilities

Net cost to the Contractor of establishing, maintaining and operating any office, sub-office, warchousc, data
storage, housing or other facility in Timor-Leste directly serving the Petroleum Operations.

Ecological and Environment

(a)

(b)

(c)
(d)

Q)

Costs incuyred in the Contract Area as a result of legislation for archaeological and geophysical
surveys relating o identification and protection of cultural sites or resources.

Costs incurred In cpvironmental or ecological surveys required by this Agreement or regulatory
authonities.

Costs to provide or have available poliution containment and remmoval equipnient.

Costs of actnal control and cleanup of oil spills, and of such further responsibilities resulting
therefrom as may be required by applicable laws and regulations.

Costs of restoration of the operating environment.

Material Costs

Costs of maicrials and supplies, equipment, machines, tools and any other goods of a similar nature used or
consumed in Petroleum Operations subject to the following.

(a)

Acquisition — the Contractor shall only supply or purchase materials for use in Peiroleum
Operations that may be used in the foresecable future. The accurgulation of surplus stocks and
wventory shall be avoided so far as i{s rcasonably pracucal and consistent with eflicient and
economical operations. Inventory levels shall, however, take into account the time lag for
replacement, emergency needs, weather conditions affecting operations and similar
congiderations.

Components of costs, arm’s length transactions — except as otherwise provided in paragraph
3.8(d), material purchased by the Contractor in arm's length transactions in the open market for
use in the Petroleum Operations shall be valued to include invoice price less trade and cash
discounts, purchase and procurement fees plus freight and forwarding charges between point of
supply and point of shipmenf, freight to port of destination, insurance, taxes, customs duties,
consular fees, excise taxes, other items chargeable against imported materials and, where
applicable, handling and transportation cxpenses from point of importation to warehouse or
operating sitc. Where an Affiliate of the Contractor has arranged the purchase, coordinated the
forwarding and expediting effort, a fee equal to four (4) per cent of the value of the materials may
be added to the cost of the materials purchased.
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(0)

(d)

Accounting - such material costs shall be charged to the Accounting Records and books in
accordance with the "First in, First out” (FIFO) method.

Matenial purchased from or sold to Affiliates of the Contractor or transferred from other activities
of the Contractor to or from Petroleum Operations shalt be valued and charged or credited at the
prices specified in sub-paragraphs 3.8(d)}(i). 3.8(d)(i1) and 3.8(d)ii).

0

(i1)

(iii)

(iv)

)

(v1)

New matenial, including used new matenial moved from inventory (Condition "A"), shall
be valued at the current international net price which shall not exceed the price prevailing
in normal arm's Jength transactions in the open market.

Used matenial (Conditions "B”, "C" and "D"):

(za) Matenal which is in sound and serviceable condition and is suitable for re-use
without reconditicning shall be classified as Condition "B" and priced at
seventy-five per cent (75%) of the current price of new material defined in sub-
paragraph 3.8(d)(i).

(bb) Maicnals which capnot be classified as Coudition “B” but which are
reconditioning will be further serviceable for its original function shall be
classified as Condition "C" and priced at not mare than fifty per cent (50%) of
the current price of new matenal as defined in sub-paragraph 3.8(d)(1). The cost
of reconditioning shall be charged to the econditioned material provided that
the value of Condition "C" material plus the cost of recondisioning does not
exceed the value of Condition "B" material.

(cc) Material which cannot be classified as Condition "B" or Condition "C" shall be
classified as Condition "D" and priced at a value commensurate with its use by
the Contractor. If material is not fit for use by the Contractor it shall be disposed
of as junk.

Material involving erection costs shall be charged at the applicable condition percentage
of the current knocked-down price of new material as defined in sub-paragraph 3.8(d)(1).

When the usc of material is temporary and its service to the Pewoleum Operations docs
nol jus@i{y the reducrion in price as provided for in sub-paragraph 3.8(d)(ii)(bb), such
material shall be priced on a basis that will resull in a net charge to the accounts under
this Agreement consistent with the value of the service rendered.

Premium prices - whenever material 1s not readily obtainable at published or listed prices
because of national emergencics, strikes or other unusual causes over which the
Contractor has no control, the Contractor may charge Petroleum Operations for the
required material at the Contractor's actual cost incurred in providing such material, in
making it suitable for usc, and in moving it to the Contract Arca; provided notice in
writing is furished to the Designated Authority of the proposed charge prior ¢ charging
Petroleum Operations for such material and the Designated Authority shall have the right
1o challenge the transaction on audit.

Warranty of material furnished by the Contractor —- the Contractor does not warranl( the
matenal fumished. Io case of defective material, credit shall not be passed 1o Petroleum
Operations unti] adjustment has been received by the Contractor from the manufacturess
of the material or their agents.
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3.9

3.10

3.11

3.12

3.13

3.14

3.15

3.16

Rentals, Duties and Other Assessments

All rentals, levies, charges, fees. contribulions and vther charges of cvery kind and nature levied by any
‘Timor-Leste or Australian governmental authorty in connection with the Petrolenm Operations and paid
directly by the Contractor (save where the contrary is expressly provided in this Agreement).

Insurance and Losses

Insurance premiums and costs incurred for insurance provided that such insurance is customary, affords
prudent protection against risk and is at a premium no higher than that charged on a competitive basis by
insurance companies which are not Affiliates of the Contractor. Except in cascs of failure to insurc where
insurance coverage is required pursuant to this Agreement, actual costs and losscs incurred shall be
allowable to the extent not made good by insurance. Such costs may include repair and replacement of
propeity resulting from damages or losses incurred by fire, flood, stoym, thefl, accident or otber sause,

Legal Expenses

All reasonable costs and expenses resulting from the handling, investigating, asserting, defending, or
scttling of any claim or legal action necessary or expedicnt for the procuring, perfecting, retention and
protection of the Contract Aréa, and in defending or prosccuting Jawsuits involving the Contract Area or
any third party claim arising out of the Petroleum Operations, or sums paid in respect of legal services
neccssary for the protection of the joint interest of the Designated Authority and the Contractor shall be
allowable. Such expenditures sball include, attorney's fces, court costs, costs of investigation. and
procurenment of evidence and amounts paid in setitement or satisfaction of any such hitigation and claims.
Where legal services are rendercd in such matters by salaried or regulary retained lawyers of the
Conlractor or an Affiliate of the Contractor, such compensaton shall be included instcad under Clause
3.4(b) as applicable.

Claims

Lixpenditures made in the settlement or satis{action of any loss, claim, damage, judgement or other expense
arising out of or relanng to Petroleum Operations.

Training Costs

All costs and cxpenses incurred by the Contractor in the training of its cmployees engaged in Petroleum
Operations, and such other training as is required by this Agreement.

General and Administrative Costs
‘The costs described in Clause 2.9{c).
Other Expenditures

Other reasonable expenditures not covered or dealt with in the foregoing provisions of this Clause 3 which
arc necessarily incurred by the Contractor for the proper, economical and efficient conduct of Petroleum
Opcrations.

Duplication

There shall be no duplication of charges and credits.
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5.2

Clause 4 Inventories

Inventories of property in use in Petroleum Operations shall be taken at reasonable intervals but at least
once a year with respect to movable assets and once every three (3) years with respeet to immovable assets.
The Contractor shall give the Designated Authority at least thirty (30) days written notice of 1ts intention to
take such inventory and the Designated Authority shall have the right 10 be represented when such
inventory is taken. The Contractor shall clearly state the principles upon which valuation of the inventory
has been based. The Contractor shall make every effort to provide to the Designated Authority a full report
on such inventory within thirty (30) days of the taking of the inventory. When an assignment of rights
under this Agreement takes place, the Contractor may, at the rcquest of the assignee. take a special
inventory provided that the costs of such inventory are borne by the assignee.

Clause 5 Production Statement

Production Information

I'rom the start of production from the Conwact Area. the Contractor shall submit a monthly Production
Statement to the Designated Authonty showing the following information separately for each producing
Development Area and in aggregate for the Contract Area:

@) the quantity of Crude Oil produced and saved;

(b) the quality characteristics of such Crude Oil produced and saved;

(0) the quantity of Narural Gas produced and saved;

{dy the quality characteristics of such Natural Gas produced and saved;

(¢) tbe quantities of Crude Oil and Natural Gas uscd for the purposes of carrying on drilling and

production operations and pumping to field storage;

(f) the quantiites of Crude Oil and Namral Gas unavoidably lost

(g) the quantties of Natural Gas flared and vented,

M) the size of Petroleum stocks held at the beginning of the month in question;

() the size of Pctroleum stocks held at the end of the month in guestion;

Q) the quantitics of Natural Gas re-injected into the Reservoirs; and

&) in tespect of the Contract Area as a whole, the quantties of Petroleum transferred at the Field

Export Point.

All quantities shown in this statement shall be expressed in both volumetnic terms (barrels
of Crude O1) and cubic meters of Natural Gas) and in weight (metric tonnes).

Submission of Production Statement

The Production Statement for each month shall be submitted to the Designated Authority no later than ten
(10) days after the end of such month.

60)
4 .fﬁ:z‘\iip'/ 1
7 ( X vt
S Z



6.1

6.2

7.1

7.2

7.3

Clause 6  Value of Production and Pricing Statement

Value of Production and Pricing Statement Information
The Contractar shall. for the purposes of Aiticle 8 of the Agrsement, prepare 2 Value of Production and
Pricing Statement providing calculations of the value of Crude Oil and Natural Gas produced and saved

during each Quarter. This Value of Production and Pricing Statement shall contain the following
information:

(a) the quantities and the price payable therefor by the Contractor in respecl of sales of Natural Gas
and Crude Oil delvered (o third parties during the Quarter in question; and

() the quantitics and price payable in respect of sales of Nawral Gas and Crude Oil delivered dunng
the Quarter in question, other than to third parties.

Submission of Value of Production and Pricing Statement

The Value of Production and Pricing Statement for each Quarter shall be submitted to the Designated
Authority not later than twenty one (21) days after the end of such Quarter.

Clause 7  Cost Recovery Statement

Quarterly Statement

The Contractor shall prepare with respect to each Quarter a Cost Recovery Statement comaining the
following information:

(a) Recoverable Costs camied forward from the previous Quarter;

(b) Recoverable Costs for the Quarter in question,

(¢) Credits under the Agreement for the Quarter in question;

(d) Total Recoverable Costs for the Quarter in question {paragraphs 7.1(a) plus 7.1(b) less 7.1(c);

(e) quantity and value of the Contractor's share of Petrolcurn under Article 7 of the Agreement in the

Quarter in question; and

4] amount of Recoverable Costs to be carried forward nto the next Quarter (paragraph 7.1(d) less
paragraph 7.1(e).

Preparation and Submission of Cost Recovery Statements

Quarterly Cost Recovery Statements shall be submited within fifteen (15) working days after the end of the
Quarter in question.

Annual Statement

An Annual Cost Recovery Statement shall be submitted within nincty (90) days after the end of cach Year.
The Annual Statement shall contain the categories of information hsted in Clause 7.1 for the Year in
question, separated into the Quarters of the Year in question, and showing the cumulative positions at the
end of the Year in guestion.
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8.1

8.2

Clause 8  Statements of Expenditure and Receipt

Quarterly Statement

The Conuactor shall prepare with respect to each Quaiter a Statement of Expenditure and Receipts. The
Statement will distinguish between Exploration, Appraisal, Capital and Operating Costs and will identify
major items within these categories. The Staterment will show the following:

(a) actual expenditures and receipts for the Quarter in question;

(b) cumulative expenditure and receipts lor the Year in question;

(c) latest forecast cumulative expenditures at the Year end;

(d) vanations between budget forecast and lalest forecast and cxplanations thercof.

The Statement of Expenditure and Receipts of each Quarter shall be submitted to the Designated Authority
no later than fifieen (15) days afier the end of such Quarter.

Annual Staternent

The Contractor shall preparc a2 Final End-of-Year Statement. The Statement will contatn informatnion as
provided in the Production Statemeni, Valuc of Production and Pricing Statement, Cost Recovery
Statement and Statement of Expenditurc and Receipts, bul will be based on actual guantities of Peiroleum
produced and costs incurred. This Statement will be used to make any adjustments that are necessary to the
payments made by the Contractor under this Agrecement. The Final End-of-Year Statement of cach
Calendar Year shall be submitied to the Designated Authority within ninety (90) days of the end of such
Calendar Year.



Annex D — PROPOSALS FOR TIMOR-LESTE LOCAL CONTENT

The following proposal complies with sub-section 5.4 of the Code which requires the submission of proposals for:

a)
b)

training. and. with duc regard to occupational health and safety requircments, giving preference in
cmployment in the Petroleum Operations 1o nationals and permanent sesidents of Timor-Leste; and
the acquisition of goods and scrvices {rom persons based tn Timor-T este.

The Contractor proposes the following:

1.

ro

For all Contractor’s sub-contracts {except contracts rtaken on assignment from other operators), ensure
local content provisions are included in such sub-contracts and in particular for the drilling rig, rig
services, supply, logistics and the petrolenm infrastructure projeci referred to in item 3 below;

Provide the resources to actively ensure that sub-contractors are in compliance with their local content
provisions; and

Contribute {o the establishment of petroleum infrastructure in TimorT.este in the form of the Data Tape
and Core Storage facility at flera, capped at USS$1.9 million, which will be managed through the
cstablished processes between the Contractor and the Designated Authority.

Provide six months of Dili-based training in English, I'l, HSE and Petroleum Geoscience and Engineering
to ten (10) qualified Timorese graduates, secondment to five (5) qualified Timorese graduvates during the
Exploration Period and additional sccondments to five (5) qualified Timorese graduates in the ¢vent that
one or more contingent wells 1s drilled.  Tmplementation of the training and seccondment is subject to prior
approval of the Designated Authority.

Any costs and expenditure incwred in implementing the proposals set out in this Annex D are costs being incurred
in carrying on Petrolcum Operations and are deemed to be Recoverable Costs for the purposes of Article 6 of this
Agreement.
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