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PRODUCTION SHARING CONTRACT

BETWEEN

The KURDISTAN REGIONAL GOVERNMENT OF IRAQ (hercafter referred 1o as the
“GOVERNMENT"), duly represcnted by the Minister of Matural Resources;

AND
TALISMAN (BLOCK K39) B.Y.. a company established and existing under the laws of the

Netherlands, whose registered office is at Atrum Building, Strawinskylaan 3159, 1077 ZX
Amsterdam, The Netherlands, an Affiliate of Talisman Energy Inc. (“Talisman")

The GOVERNMENT wishes to develop the petroleum wealth of the Kurdistan
Region {as defined in this Contract) in 2 way that achieves the highest benefit 1o the
people of the Kurdistan Region (as defined in this Contract) and all of Irag (as defined
in this Contract), using the most advanced techniques of market principles and
cncouraging investment, consistent with the Constitution of Iraq (as defincd in this
Contract) including Article 112 thereof:

In sccordance with the Constitution of lrag, the prevailing law of the Kurdisian
Region is the Kurdistan Region Law (as defined in this Contract). except with

to a matter wholly within the exclusive junsdiction of the Government of Irag (as
defined in this Contract);

The GOVERNMENT, having declared an intention on 4 November 2007 to award
the Contract Area (as defined in this Contract) to the Kurdistan Exploration and
Production Company, has decided not to proceed with that award;

The CONTRACTOR (as defined in this Contract) has, from the Stant Date, carried
out seismic services in the Contract Arca pursuant to the Option Agreement (as
defined in this Contract);

The GOVERNMENT intends to present to the National Assembly of the Kurdistan
Region a law or laws to authorise the GOVERNMENT, by comtract or other
authorisation, to exempt investors in long term projects relating to the conduct of
petroleum operations in the Kurdistan Region from Kurdistan Region taxation, to
‘indemmify such holders against liability to pay such taxation, and/or to guarantes
thestability of the applicable legal. fiscal and economic conditions of such projects;

The CONTRACTOR is a company,
(1} with the financial capability, and the technical knowledge and technical

ability, to carry out Petroleum Operations (as defined in this Contract) in the
Contract Area under the terms of this Contract;
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(i)  having a record of compliance with the principles of good corporate
il and

(i) willing to cooperate with the GOVERNMENT by entering into this Contract,
thereby assisting the GOVERNMENT to develop the Kurdistan Region
petroleum industry, thereby promoting the cconomic development of the
Kurdistan Region and Irag and the social welfare of its people; and

(i)  The CONTRACTOR and the GOVERNMENT cach affirms its ongoing
commitment and adherence to the Principles and Critenia of the Extractive Industries
Transparency Initiative (EITI).

NOW, THEREFORE, THE PARTIES HAVE AGREED AS FOLLOWS

ARTICLE 1 - DEFINITIONS

1.1 Capitalised terms and expressions in this Contract shall have the following meaning,
unless otherwise specified:

Abroad means outside of the Kurdistan Region and other parts of Irag.
Access Authorisation is defined in Anicle 179,
Accounts is defined in Article 15.1.

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

Adjacent Contract Area is defined in Amcle 34.1.
Adjustment Date is defined n Article 27.6.

Affiliated Company or Affiliate means, as regards any of the companies or entities
constituting the CONTRACTOR. a company or other legal entity which:

{a)  controls a CONTRACTOR Entity; or
(b} is controlled by a CONTRACTOR Entty; or

(e}  controls or is controlled by a company or entity which controls a
CONTRACTOR Entity,

but shall not include the GOVERNMENT in respect of the Public Company, For the
purpose of this definition. “eontrol” means direct or indirect ownership or control of
the majority of the voting rights of the applicable entity at its sharcholders' meetings
or their equivalent.

Agreed Terms is defined in Article 14.10(a).
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Applicable Law means, as of any time of determination, Kurdistan Region Law and
federal Laws of Iraq recognised by the Govemment as applicable in the Kurdistan
Region.

Appraisal Area means the area defined in Article 12.2.

Appraisal Work Program and Budget is defined m Article 12.2.
Appraisal Report is defined in Article 12.4,

Appraisal Well means a well drilled for the purpose of evaluating the commercial
m:lmlngimm or a geological structure in which Petroleum has been

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

{a)  sales between or among any of the CONTRACTOR Entities and their
respective Afliliates;
(b)  sales involving the GOVERNMENT or the Government of Irag; and

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

Assets means all land, platforms, pipclines, plant, equipment. machinery, wells,
facilitics and all other installations and structures and all Materials and Equipment.
Associated Natural Gas means (i) any Natural Gas dissolved in Crude Oil under

rescrvoir conditions and (ii) any residuc gas remaiming afier the extraction of Crude
il from a reservoir.

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

Available Associated Natural Gas is defined m Arnicle 25.1.

Available Crude 0il is defined in Amicle 25.1.

Available Non-Asseciated Natural Gas is defined in Anticle 25.1.

Aviilable Petroleum is defined in Amicle 25.1.

Barrel means a quantity of forty-two (42) US gallons us a unit to measure liquids, at a
of sixty degrees (60%) Fahrenheit and pressure of fourtcen point seven

(14.7) psi.

Budgets mcans any budgets prepared by, or on behalf of, the CONTRACTOR

pursuant to this Contract and forming part of an Exploration Work Program and
Budget and/or an Appraisal Work Program and Budget and/or a Gas Marketing Work
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Program and Budget and/or a Development Work Program and Budget and/or a
Production Work Program and Budget.

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

Capacity Building Bonus is defined in Article 32.2.

Chairman is defined in Article 8.1,

Commercial Discovery means a Discovery which is potentinlly commercial when
taking into account all technical, operational, commercial and financial data collected
when carrying out appralsal works or similar operations, including recoverable
reserves of Petroleum, sustainable regular production levels and olher material
technical, operational, commercial and financial parameters, all in accordance with

Commercial Production means the production of Petroleum from the Production
Aren in accordance with annual Production Work Program and Budget

Constitution of Iraq mecans the permanent constitution of Irag approved by the
people of Irag n the general referendum of 15 October 2005,

Contract means this production sharing contract, including its Annexes A, B and C
that arc an integral part hereof, as well as any extension, renewal, substitution or
amendment of this production sharing contract that may be agreed in writing by the
Parties in accordance with Article 43.7.

Contract Area means the arca described and defined in Annex A attached to this
Contract and constituting an integral part of this Contract, and any modifications
made to that Annex in accordance with the provisions of this Contract, through
amendments, surrender, withdrawal, extension or otherwise,

Ceontract Year means a period of twelve (12) consecutive Months starting from the
Start Date or any anniversary of the said Start Date, provided that the last Contract
¥ear of the First Sub-Period (as defined in Aricle 6.2) shall expire at 12:01 am on 19
December, 2011 and each subsequent Contruct Year shall commence on that date or
the anmiversary of such date, as applicable.

CONTRACTOR includes and comprises cach and all CONTRACTOR Entities,
including any Third Party Participant nominated by the GOVERNMENT pursuant to
Anticle 4, but does not include any holder of the Government Interest.

CONTRACTOR Entity means Talisman or any Third Party Participant and/or any
assignee of all or part of the nghts and obligations of such Person under this Contract
in accordance with Article 39, but does not include any holder of the Government
Interest: and provided, further, the Government as holder of the Third Party Interest is
not a CONTRACTOR Entity. For the avoidance of doubt, at any time when there 1s
only onc entity comstituting the CONTRACTOR. any reference to “the entities
constituting the CONTRACTOR” or the "CONTRACTOR Entities™ or similar
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reference, shall be deemed to mean “the enlity constituting the CONTRACTOR"™.
As of the Effective Date, Talisman, as the CONTRACTOR Entity, owns an
undivided interest in the Petroleum Operations in respect of the entire Contract Area:

Talisman 60%.

The balance of the interest in Petroleum Operations in respect of the entire Contract
Aren, being forty per cent (40°%), is the Government Interest as defined in Article 4.1,
and the Third Party Interest as defined in Anticle 4.6,

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

Decommissioning Costs means all the costs and expenditures incurred by the
CONTRACTOR when carrying out Decommissioning Operations, including those
defined in the Accounting Procedure.

Decommissioning Operations mcans sny works, together wath all reluted and
auxiliary activities, for decommissioning and/or removal and'or abandonment and
making safe all of the Assets and site restoration and remediation related thereto m
relation to any Production Arca.

Decommissionag Plan is defined in Articke 18.7,

Decommissioning Reserve Fumd is defined in Amicle 38.1 and includes all
contributions paid into such fund and all interest accumulated on such fund.

Deductible Amount is defined in Article 35,12

Delivery Point mcans the poimt afier cxtraction, specified in the approved
Development Plan for a Production Area, at which the Crude Oil. Associated Natural
Gas and/or Non-Associated Natural Gas is metered for the purposes of Article 27.5,
valued for the purposes of Article 271 and ready to be taken and disposed of,
consistent with prudent international petroleum indusiry practice, and at which a Party

may acquire title to its share of Petroleum under this Contract or such other point
whnllmlybeqrudbyﬁtrmh

Development Costs means all the costs and expenditures incurred by the
CONTRACTOR when carrying oul Development Operations, including those
defined in the Accounting Procedure.

Development Operations means all development operations or works conducted in
accordance with a Development Plan up to the Delivery Point with a view to
developing a Production Area, including: drilling of wells; primary and subsequent
recovery projects and pressure maintenance; survey, engineering, building and
erecting or laying of production plants and facilities (including: separators:

mmmmmpﬂﬂrﬂmghﬁpﬁhﬂnﬂdl
facilities required to be installed for production, pressure maintenance, and treatment,
stornge and transportation of Petroleum): obtaining of such materials, equipment,
machinery, items and supplics as may be required or expedient for the foregoing
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activities; and all auxiliary operalions and activities required or expedient for the
production of Petroleum from the Production Ares.

Development Period is defined in Article 6.

Development Plan means a plan for development prepared pursuant to Article 12,8,

Development Well mcans any well drilled after the datc of approval of the
m:.ntﬂmﬂlrﬂt of producing Petroleum, increasing nrn:ell:rlB

of Petroleum, including mjection wells and dry holes. Any well dri
within a Production Area shall be deemed a Development Well.

Development Work Program and Budget means the development work program
and budget prepared pursuant to Article 13.2.

Discovery means a discovery of Petroleum within the limits of the Contruct Area
resulting from Petrolcum Operations carmicd out under this Contract, provided such
Petroleum is recoverable at the surface with a measurable flow utilising techniques
used in prudent intermational petroleum industry practice.

Dispute is defined in Article 42.1.

Dollar (USS) means the legal currency (dollar) of the United States of America
(USA)

Effective Date means August 27, 2010, being the date on which Talisman exercised

its option under the Option Agreement.
Environment Fund is defined in Article 23.9.
Equipment and Materialy is defined in Anicle 19.1.

Exploration Costs means all the costs and expenditure incurred by the
CONTRACTOR when carrying out Exploration Operations, including those defined
in the Accounting Procedure. For greater certainty, Exploration Costs shall include
the costs of any activities underiaken by the CONTRACTOR pursunnt to paragraph 9

of the Option Agreement.

Exploration Operations means any and all operations conducted from the Start Date
with a view to discovering Petroleum, including: any activities necessary o
commence operations; any topographical, hydrographical, geological, geophysical,
aerial and other surveys and activities (including interpretations, analyses and related
studies) to investigate the subsurface for the location of Petroleum; drilling of shot
holes, core holes and stratigraphic test holes; spud. drilling, testing, coring, logging
and cquipping of Exploration Wells or Appraisal Wells; procurement of such scrvices,
material, equipment, machinery, items and supplies as may be required or expedient
for the forcgoing activitics; and all auxiliary operations and activitics required or
expedient for the conduct of the forcgoing activities.

Exploration Period is defined in Article 6.
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Exploration Rental is defined in Article 6.3,

Exploration Well means any well drilled for the pumpose of confirming a geological
structure or stratigraphic unit in which no Discovery has previously been made by the
CONTRACTOR.

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

Export Crude 0il 1s defined in Article 24.2.

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

Export Petroleum is defined in Article 24.2.

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

First Production means the moment when Commercial Production of Crude Oil or
Non-Associated Natural Gas (as the case may be) first commences, by flowing at the
rate forecast in the Development Plan without interruption for a mimmum of forty
eight (48) hours.

Foree Majeure is defined in Anticle 40.2.

Gas Development is defined in Anticle 14.10.

Gas Marketing Costs means all costs and expenditure incurred by the
CONTRACTOR when carrying out Gas Marketing Operations, ncluding those
defined in the Accounting Procedure,

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

Gas Marketing Work Program and Budget means the marketing work program
and budget prepared pursuant to Article 14.%.

Government Interest 1s defined m Article 4.1

Government of Iraq means the Federal Government of the Republic of Irag, which
holds office under the Constitution of Iraq und any minister, ministry,
sub-division, agency, authority, council. committee, or other constituent element
thercof and shall, without limitation, include any corporation owned and/or controlled
by any of the foregoing.

International Market Price is defined in Anticle 27.2.

Iraq means the entircty of the Republic of Iraq, including the Kurdistan Region.

Juint Operating Agreement means the agreement executed by the CONTRACTOR
Entities for the purpose of regulating between such entities the terms under which the
Petroleum Operations will be conducted, which agreement shall be: (a) consistent

© 2013 Kurdistan Regional Government, KRG



with prudent international petroleum industry practice: (b) as between such eatities,
to this Contract; and (c) consistent with the provisions of the Contract
and shall include the key terms described in Annex C.

Kurdistan Region means the Federal Region of Kurdistan recognised by the
Constitution. of Iraq and having the same meaning as ‘Region’ in the Kurdistan
Region Oil and Gas Law.

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

Kurdistan Region (3l and Gas Law means the Oil and Gas Law of the Kurdistan
Region - Iraq (Law No. 22 of 2007) as the same may be amended.

Law mecans all applicable laws including the following: constitutional law, civil law,
common law, intemational law, equity, treaties. statutes, decrees. edicts, codes,
orders, judgements, rules, ordinances and regulations of any local. municipal.
territorial, provincial, federated, national or any other duly constituted governmental
authority or agency.

LCIA is defined in Article 42_1(b).

LIBOR means the London Inter-Bank Offercd Rate at which Dollar deposats for one
(1) Month are offered in the inter-bank market in London, as quoted in the Financial

Times of London for the day in question, In the cveni that such raic is noi published in
the Financial Times, it shall mean the London Inter-bank Offered Rate at which
Dollar deposits for one (1) Month are offered for the nearest day as quoted by
National Westminster Bank plc.

Management Committee is defined in Arucle 8,

Maximum Efficient Rate (“MER") is defined n Article 1612,
Minimum Exploration Obligations is defined in Article 10.1.
Minimum Financial Commitment mcans:

{a}  in respect of the First Sub-Period, the total of the amounts set out in Article
10.2(d); and

(b} in respect of the Second Sub-Period. the amount st out in Article 10.3{b).
Month means a calendar month according to the Gregorian calendar.
Natural Gas means all gaseous Petroleum and merts.

Non-Associated Natural Gas means any Naturmal Gas which is not any Associated
Natural Cras.
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Notice of Dispute is defined in Article 42.1.

Operator means the entity designated by the CONTRACTOR pursuant to Article 5
which, in the name and on behalf of the CONTRACTOR. shall carry out all
Petroleum Operations. If at any time there exists more than one (1) Operator under
this Contract, any reference herein to the term 'Operator’ shall be to cach Operator
with respect to the parts of the Contract Arca in which such Operator conducts

Option Agreement means the Block K39 Option Agreement between the
Government and Talisman dated 19 June, 2008, as amended.

Option of Third Party Participation is defined in Article 4.6.

Party or Parties means the GOVERNMENT and'or each CONTRACTOR Entity
and/or the CONTRACTOR.

Permits means all licences, permits, consents, authorisations or other permissions, as
the context requires.

Person shall include natwral and juristic persoms (including corporations and
governmental agencics).

Petroleum means:

(a)  any nuturally oceurring hydrocarbon in a gaseous or liquid stute:

(b)  any mixture of naturally occurring hydrocarbons in a gaseous or biquid state:
or

ic) any Petroleum (as defined in paragraphs (a) and (b) above) that has been
retumned to a8 Reseryoir,

Petroleum Costs means all costs and expenditure incurred by the CONTRACTOR
for the Petroleum Operations, and which the CONTRACTOR is entitled to recover
under this Contract and its Accounting Procedure, including Decommissioning Costs,
Development Costs, Exploration Costs, Gas Marketing Costs, Pipeline Costs and
Production Costs.

Petrolenm Field mcans a Reservoir or group of Reservoirs within a common
geologicul structure or stratigraphic unit, which may become part of a Production
Area pursuant to a Development Plan.

Petroleum Operations means all Exploration Operations, Gas Marketing Operations,
Development Operations, Production Operations and Decommissioning Operations,
s well as any other activities or operations directly or indirectly related or connected
activities) and authorised or contemplated by, or performed in sccordance with, this
Contract,

Pipeline Casts is defined in Anticle 33.5.
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Production Arem means such areas within the Contract Area designated as a
production area in an approved Development Plan prepared pursuant to Article 12.8.
For the avoidance of doubt. all superjacent or subjacent strata of the Reservoir i
which a Commercial Discovery is located are automatically inchaded in the relevant
Production Arca.

Production Bonus means any honus due pursuant to Article 32.3 or 324,
Production Costs means all the costs and ecxpenditure incurred by the

CONTRACTOR in camying out the Production Operations, including those defined
in the Accounting Procedure.

Production Operations means any works, together with all related and auxiliary
activitics, for the production of Petroleum from the stan of Commercial Production,
ncluding: extraction, injection, stimulation, pumping, treatment, storage, engineering,
operating, servicing. repainng, and maintaining any wells, plants, equipment,
pipelines, terminals and any other installations and facilities, and amy related
operations and auxiliary operations, and storage and transportation of Petroleum from
the Production Area 1o the Delivery Point.

Production Rental is defined in Article [3.10.

Production Werk Program and Budget shall mean the production work program
and budget prepared pursuant to Anticle 13.6.

Profit Crude Oil is defincd in Amicle 26.1.

Profit Natural Gas is defined in Article 26.1.

Profit Petroleum is defined m Article 26.1.

Proposed Contraet is defined in Article 14.10(a),

Public Company means a public company duly registered and incorporated in the
Kurdistan Region and regulated by the GOVERNMENT under the Kurdistan Region
Oil and Gas Law.

Public Officer means a civil servant, inchiding a member or employee of a public
entity, a member of the Kurdistan National Assembly or a member of the
GOVERNMENT.

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

Reservoir means a subsurface rock formation containing an individual and separate
natural accumulation of producible Petroleum charactenised by a single natural

pressure systom.
“R" Factor is defincd in Article 26.4.
Royalty is defined in Amicle 24.1.
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Second Exploration Well is defined in Article 10.3 (b).

Seismic Services is defined in Article 10.2(d).

Semester mcans a period of six (6] consecutive Months starting from the first day of
January or July respectively.

Senior Representatives is defined in Article 42.1(a).

Signature Bonus is defined in Article 321

Signature Date means the datc indicated at the top of the signature page of this
Contract, being the date on which the GOVERNMENT and Talisman have executed
this Coniract.

Start Date means 12:01 am on 19 June, 2008,

Subcontractor means any entity of any contracting tier providing services and/or
undertaking works relating to the Petroleum Operations directly or indirectly on
behalf of, the CONTRACTOR or any CONTRACTOR Entity.

Sub-Period and Sub-Periods are defined in Article 6.2
Talisman is defined in the preamble.

Tax or Taxes means all current or future levies, dutics, payments, charges,
impositions, imposts, withholdings, fees, taxes (including value added tax or other
sales or transaction based tax, corporation tax, income tax, capital gains tax. stamp
duty, hndtu.wmmm.uplllndmlﬂlm.prﬁtm,dlwhdmn’

, transfer tax, cusioms duties, branch or permanent establishment tax or
-ﬂlhuldlqu,hxnulnmr-ﬁm-wﬂﬂeupnlndﬁludmmtimh}
contributions payable to or imposed by the GOVERNMENT.

Third Party Interest is defined in Article 4.6,

Third Party Participant means the holder of a Third Pany Interest,

Work Program mecans any work program prepared by. or on bchalf of. the
CONTRACTOR pursuant to this Contract and forming pant of an Exploration Work
Program and Budget and/or an Appraisal Work Program and Budget and/or a Gas
Marketing Work Program and Budget andior a Development Work Program and
Budget and/or a Production Work Program and Budget.

Yice-Chairman is defined in Article 8.1,

In this Contract, unless the context otherwise requires or is specifically otherwise
stated:

(a)  headings are to be ignored;
{b)  “including” and similar words do not imply any limitations;
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singular includes plural und vice versa; and

reference to an “Article” is to an anticle of this Contract and to a “Paragraph™
is to & paragraph in the Accounting Procedure.

ARTICLE 2 - SCOPE OF THE CONTRACT

This Contract is a production-sharing arrangement with respect to the Contract Area,
whereby the GOVERNMENT has the right, pursuant to the Constitution of Irag, to
regulate und oversee Petroleum Operations within the Contract Area.

The purpose of this Contract s to define the respective rights and obligations of the
Parties and the terms and conditions under which the CONTRACTOR shall carry out
all the Petroleum Operations.

By cntering into this Contract, the GOVERNMENT grants the CONTRACTOR the
exclusive right and authorily to conduct all Petroleum Operations in the Contract Area
s detailed in Anicle 3.

Upon the CONTRACTOR's request, the GOVERNMENT shall provide andior
procure all Permits relating w0 the Petroleum Operations required by the
CONTRACTOR to fulfil its obligations under this Contract, including thosc relating
to any extension and renewal periods and including those required by the Govemnment
of Irag. The GOVERNMENT (i) represents and warrants to the CONTRACTOR
that it has not done and has not omitted to do anything that would cause the
cancellation or suspension of this Contract or any Permit granted under this Anicle
2.2 or pursuant to this Contract; and (i) covenants that 1t will not do, or omit to do,
anything that would cause the cancellation or suspension of this Contract or any
Permit granted under this Article 2.2 or pursuant to this Contract. For the avoidance
of doubt, nothing in this Aricle shall affect the rights and obligations of the Partics
pursuani to Article 43,

The CONTRACTOR shall conduct all Petroleum Operations within the Contract
Aren at its sole cost, risk and penil on behalf of the GOVERNMENT, pursuant to this
Contract, including the following operations:

{2}  Technical Services

Implementation of all technical, huunmdmhrulmlummﬁly
required for execution of the Petroleum Operations, i accordance with
prudent international petroleum industry practice.

Financial Services
Threqnnﬁhiﬁqh&uhgﬁeﬁwhwmmd,mhmﬂ

i Commercial . Development, Production and Decommissioning
ommmmhcm
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For the funding of Petroleum Operations, each CONTRACTOR Entity shall
be entitled to have recourse to external financing from either its Affilinted
Companics or from any third parties.

Administrative Services

Implementation of all appropriate management and sdministration techniques
for excention of the Petroleum Operations under this Contract. in accordance
with prudent intermnational petroleum industry practice.

During the term of this Contract. the CONTRACTOR shall be responsible 1 the
GOYERNMENT for the conduct of Petroleum Operations within the Contract Arca
pursuant to the terms of this Contract.

Natural resources other than Petroleum shall be excluded from the scope of this
Contract, even if the CONTRACTOR discovers any such resources when executing

its obligations pursuant to this Contract,

The CONTRACTOR shall only be entitled 10 recover Petroleum Costs incurred
under this Contract in the cvent of 8 Commercial Discovery. Recovery of Petroleum
Costs shall oceur within the limits provided under Article 25.

Duting the term of this Contract, Profit Crude Oil and/or Profit Natural Gas produced
from Petroleum Operations shall be shared between the Parties in accordance with the
provisions of Article 26.

For the execution of Petroleum Operations under this Contract, the CONTRACTOR
shall have the right to:

(@} freely access and operate within the Contract Arca, as well as any facilities
associated with the Petroleum Operations, wherever they may be located;

freely use access roads located within the Coatract Arca and outside the
Contract Area for the construction, installation, mamtenance, operation and
removal of pipelines and other facilities required for the Petroleum
Operations;

freely use sand, water, electricity and any other natural resources located
inside or outside the Contract Area for the Petroleum Operations;

use any gualified foreign and local personnel and/or Subcontractors required
for the conduct of Petroleum Operations in accordance with Articles 22 and
23, Any foreign personnel working in the Kurdistan Region shall require prior
authorisation of the GOVERNMENT (such suthorisation not o be
unreasonably delayed or withheld) and the GOVERNMENT shall obtain any
authorisation required by the Government of lraq:

import any goods, materials, equpment andler services required for the
Petroleum Operations in accordance with Articles 19, 22 and 30; and
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i freely use land or property belonging to the Kurdistan Region, and the
GOVERNMENT will assist the CONTRACTOR with facilitating the use by
the CONTRACTOR of any private property in the Kurdistan Region.

Each CONTRACTOR Entity shall at all nmes comply, and procure that cach
Spbeontractor complies. with the Kurdistan Region Oil and Gas Law and all other
Applicable Law. No provision of this Contract will: (a) excuse the CONTRACTOR
or a CONTRACTOR Entity or any Subcontractor from compliance with Applicable
Law, or {b) impair any right or privilege of the GOVERNMENT under Applicable
Law,

ARTICLE 3— CONTRACT AREA

The initial Contract Arca covers the Topkhana Block and cxtends over an arca of five
hundred and eighty-two square kilometres (582 km’), as detailed and indicated on the map
attached in Annex A,

The GOVERNMENT, by cxecution of this Contract, herchy validutes and approves the
foregoing co-ordinates of the Contract Arca,

The 1otal area of the Contract Area may be reduced only in accordonce with the provisions of
this Contract.

ARTICLE 4 - GOVERNMENT PARTICIPATION AND THIRD PARTY
PARTICIPATION

Government Inferest

4.1  The GOVERNMENT shall participate in this Contract through & Public Company,
effective from the Effective Date in respect of the entire Contract Arca with an
undivided interest in the Petroleum Operations and all the other rights, duties,
obligations and linbilities of the CONTRACTOR (save as provided in and subject o
this Article 4) under this Contract in respect of the Contract Area, of twenty per cent
(20%) (the “Government Interest”).

The Public Company shall not have any hability to the CONTRACTOR to
contribute ity Government Interest share of all Petroleum Costs, whenever those
Petroleum Costs may be mcumed, and its Government Interest share of such
Petroleum Costs shall be the responsibility of TALISMAN for the duration of this
Contract, provided always that TALISMAN shall be entitled (through the
CONTRACTOR) to recover all such Petroleum Costs m accordance with Article 25,
For the avoidance of doubt, the Public Company shall contribute its share of
Production Bonuses attributable to the Government Interest and payable pursuant o
Articles 32.3 and 32.4.

For the purposes of Article 37 of the Kurdistan Region Oil and Gas Law, the
Government Interest shall be deemed to be held by the GOVERNMENT and in
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accordance with the principle in Anicle 16.13, the Public Company will be
individually and separately linble {and mot jointly and severally liable with the
CONTRACTOR Entitics) to the GOVERNMENT for its obligations, duties and
liabilities under this Contract and the provisions of Article 4.4 shall apply.

The Public Company may. at its discretion, assign part or all of its Government
Interest to a third party or partics which is another Public Company duly authorised
by the GOVERNMENT, provided that in no event shall a transfer be made which
would result in the transferor or transferee holding less than a five per cent (5%)
participating interest.

In the evemt of such an assignment to another Public Company, for the purposes of
Article 37 of the Kurdistan Region Ol and Gas Law, the Government Interest so
assigned shall be deemed to be held by the GOVERNMENT and in accordance with
the principle in Article 16.13, the Public Company to which such Government Interest
is transferred will be individually and separately liable (and not jointly and severally
liable with the CONTRACTOR Entitics) ta the GOVERNMENT for its obligations,
duties and habilities under this Contract and the provisions of Article 4.4 shall apply.

Any failure by any Public Company to perform any of its obligations or to satisfy any
of its duties or habalities under this Contract shall not be considered as a default of the
CONTRACTOR Entitics and shall in no case be invoked by the GOVERNMENT
to terminate this Contract or exercise any other rights or remedies in respect of such
default that may be available to it

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

A Public Company may assign part or all of its Government Interest to a third party or
parties (not being a Public Company) and for the avoidance of doubt the provisions of
Articles 39.1, 39.2 and 39.3 shall not apply. Any such assignee shall have the same
rights and responsibilities held by the Public Company prior to the assignment.

For the avoidance of doubt, following any assignment by a Pubhic Company part or
all of a Government Interest to a third party which is not a Public Company, in
accordance with the provisions of this Article 4, the provisions of Articles 39.1, 39.2
and 39_3 shall apply to any subsequent assignment of such interest.

b Pasiy Biterest

The GOVERNMENT shall have the option of assigning to a third party, or third
parties. in respect of the Conmtract Area, as a CONTRACTOR Entity or
CONTRACTOR Entities, an undivided interest in the Petroleum Operations in

«of the entire Contract Arca and which option, when excreised, shall assign and
novate all the other rights, duties. obligations and Kabilities of the CONTRACTOR
(save as provided in and subject to this Article 4), under this Contract, of an aggregate
of twenty per cent (20%) (the “Third Party Iaterest”). such option being referred to
herein as the “Option of Third Party Participation”. Until the later of the exercise
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of the Option of Third Party Participation, or the assignment by the GOVERNMENT
of the Third Party Interest (or part thereof) to a Public Company in accordance with
Asticle 4.9, or the expiry of the eight () month period contemplated by Article 4.7,
TALISMAN shall underiake all necessary work under this Contract, provided always
that TALISMAN shall be entitled (through the CONTRACTOR) to recover all such
Petroleum Costs in accordance with Article 25.

The GOVERNMENT may exercise the Option of Third Party Participation at any
time prior to the date eight (8) months following the Signature Date by notifying the
CONTRACTOR Entitics, in writing. of a company which has, or companics which
have, adequate resources and capacity to discharge the obligations of a
CONTRACTOR Entity under this Contract and a Joint Operating Agreement in
respect thereof.

If the GOVERNMENT notifies the CONTRACTOR Emtities of a Third Pamy
Participant in accordance with Articles 4.6 and 4.7, that Third Party Participant shall
have the Third Party Interest or such pant of the Third Parmy Interest as the
GOVERNMENT may decide.

If:

{a) the GOVERNMENT docs not notify the CONTRACTOR Entities of a
Third Party Participant in accordance with Articles 4.6 and 4.7 for all or part
of the Third Party [nterest: and/or

{b)  if the Third Party Participant docs not complete the exercise of the option as

contemplated in Article 4.10 within sixty (60) days following its assignment
by the GOVERNMENT of a Third Party Intcrest:

then the Third Party Interest and/or that part of the Thind Party Interest not

by the GOVERNMENT in accordance with Articles 4.6 and 4.7 shall be held by a
Public Company to be identified by the GOVERNMENT, which Public Company
shall act as a Third Party Participant. For the avoidance of doubt, for the purposes of
this Anicle 49, a Public Company shall be a wholly-owned entity of the
GOVERNMENT.

1f the Option of Third Party Participation is exercised in accordance with Articles 4.6
and 4.7, or if the Public Company holds all or part of the Third Party Interest under
Article 4.9:

(a)  the cffective date of swch participation shall be the Effective Date
notwithstanding that the exercise of the Option of Third Party Participation
under Articles 4.6 and 4.7, or the datc on which the Public Company acquircs
the Third Party Interest under Article 4.9, occurs after such date:

a Third Party Participant, upon signature of a binding and enforccable
instrument of assignment and novation in respect of this Contract referred to m
Article 39.3, shall pay to the CONTRACTOR by way of cleared funds to a
bank account nominated by the CONTRACTOR, an amount equivalent to the
proportion of Petroleum Costs incurred by the CONTRACTOR Entitics as at
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the date of such payment altributable to the interest held by such Third Party
Participant (which Petroleum Costs, for the avoidanee of doubt, shall include
the Signature Bonus or the Capacity Building Bonus payable ot paid (as the
cise may be} under this Contract) and which payment shall be equal 10 one
hundred and twenty-five per cent (125%) of that Third Party Participant’s
interest in this Coniract so that if a Third Party Participant holds a twenty per
cent (20%) interest in the Contract, the propartion of Petroleum Costs incurred
by the other CONTRACTOR Entitics payable by that Third Party Participant
is twenty-five per cent (25%) of such Petroleum Costs: and

i} if the Option of Third Party Participation is exercised in accordance
with Articles 4.6 and 4.7, the CONTRACTOR Entities (excluding the
Third Party Participant) shall, within fourteen (14) days of the
notification, propose to the GOVERNMENT a stalement of
Petroleum Costs. Within thirty (30) days of the notification, the
GOVERNMENT shall present the Third Party Participant with a
statement, agreed as between the GOVERNMENT and the
CONTRACTOR Entities (excluding the Third Party Participant), of
Petroleum Costs.  Within sixty (60) days of the notification, the
GOVERNMENT shall cause the Third Party Participant to pay the
full amount due in accordance with this Aricle 4.10{b);

if the Public Company holds all or part of the Third Party Interest
under Article 4.9, the GOVERNMENT shall cause the payment of the
amount due in accordance with this Article 4.10(b) to be made by the

Public Company to the CONTRACTOR within sixty (60) days of the
Public Company acquiring the Third Party Interest under Article 4.9;

upon payment pursuant to and in sccordance with Article 4.10(b) and the
execution of the instrument referred to in Article 4.10(b) a Third Party
Participant shall participate as a CONTRACTOR Entity {or, where a Third
Party Panticipant constilules a group of companics, as CONTRACTOR
Entitics) under this Contract as if it had been a CONTRACTOR Entity (or as
if they had been CONTRACTOR Entitics) from the Effective Date, with all
the rights, duties, obligations and habilities under this Contract, including the
obligation to pay the relevant pro rata share of any and all Production Bonuses
due at any time under the Contract, and a Third Party Participant shall not
become a CONTRACTOR Entity until payment pursuant o and in
sccordance with Article 4.10{b} and the execution of the instrument referred w
in Article 4.10(b} has been completed; and

where a Joint Operating Agrecment has  been  executed by  the
CONTRACTOR Entities prior to any exercise of the Option of Third Party
Participation pursuant to Articles 4.6 and 4.7, a Third Party Participant shall,
upon signature of the instrument referred to in Anticle 4.10(b), become a party

or parties to such Joint Operating Agreement on the terms thereof,

If the Public Company shall hold all or part of the Third Party Interest under Article
4.9, and shall fail to make the payment referred to i Article 4.10 (b) by the due date
of payment, or if the GOVERNMENT and the Public Company have not completed
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the nssignment of all or part of the Third Party Interest under Article 4.9 within ninety
(90) days of the expiry of the eight (8) Month period contemplated by Article 4.7,
then wpon the day following that date the GOVERNMENT will with immediate
effect therefrom take all comractual and procedural measures (enforceable under
applicable law) to procure that:

(a)

fifty per cent (50%) of the interest so held by the Public Company holding
such Third Party Interest shall, notwithstanding any other Article in this
Contract, be automatically deemed to be assigned and be assigned by such
Public Company to Talisman; and

fifty per cemt (50%) of the interest 50 held by the Public Company holding
such Third Party Interest shall. notwithstanding the provisions of Article 392
or any other Article in this Contract, be automatically deemed 10 be assigned
and be assigned to that Public Company which holds the Government Interest
pursuant to Article 4.1, and shall for the purposes of this Article 4 be pant of
the Government Interest and shall be subject to the rights and obligations of
Article 4.2 and the other provisions of this Contract relating w the
Ciovernment Interest.

Joint Operating Agreement Provisions

412 Any Joint Operating Agreement entered into in relation to this Contract shall be
consistent with the principles of this Article 4 und Annex C and shall provide as
follows:

(a)
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all decisions of any operating committee established under such Joint
Operating  Agreement shall require the affirmative vote of an agreed
percentage of participating interests held by the Contractor Entities, which in
mumﬁdlhmmﬁumw:ﬂ{%}ﬂhmm
interest of the Contractor Entities; and

in the event of a proposed transfer by any Cﬂﬂmmmwﬁpn‘tnfn

no transfer may be made which would resull in the transferor or
transferce holding less than a five per cent (5%) participating interest;

the proposed third party assignee must demonstrate to the reasonable
satisfaction of cach of the extant CONTRACTOR Entities that it has
the financial capability to perform its payment obligations under the
Contract and under the Joint Operating Agreement; and

the proposed third party assignee shall emter into an instrument

satisfactory to cach of the extant CONTRACTOR Entitics so as to
assume and to perform the obligations of the transferor.

ARTICLE 5 - OPERATOR




The CONTRACTOR herehy designates TALISMAN to act as the Operator on
behalf of the CONTRACTOR for the execution of the Petroleum Operations. The
CONTRACTOR shall at any time have the right to appoint another entity as the

Operator, wpon giving the GOVERNMENT not less than thiny (30) days prior
written notice of such appointment.

The CONTRACTOR shall submit to the GOVERNMENT for comment any
agreement to amend the Joint Operating Agreement regarding or regulating the
Operator's appointment and its conduct of Petroleum Operations on behall of the
CONTRACTOR pursuant to this Contract prior to cxecution of sach agreement.

In the evemt of the occurrence of either of the following, the GOVERNMENT may
require the CONTRACTOR to appoint another entity as Operator as soon as is

reasonably practicable:

{a)  if an order has been passed in court declaring the bankruptcy. liquidation, or
dissalution of the Operator; or

(b} if the Operator terminates the activities under this Contract delegated 1o it by
the CONTRACTOR or a material proportion thereof, and, as a result the
CONTRACTOR fails to fulfil its obligations under the Contract.

ARTICLE 6 - TERM OF THE CONTRACT

This Contract comprises an Exploration Period and a Development Period, as defined
below:

6.2  The Exploration Period shall be for an initial term of five (5) Contract Years,
extendable on a yearly basis (as provided in Articles 6.5 and 6.6} up to a maximum
period of seven (7) Contract Years. The mnitial term of five (5) Contract Years shall
be subdivided in two (2) sub-periods as follows:

{a)  an initial sub-period of three (3) Contract Years ("First Sub-Period™); and
{b) & second sub-period of two (2) Contract Y cars (“Second Sub-Period™),
cach a “Sub-Period” and collectively “Sub-Periods™.

It is understood that the right of the CONTRACTOR 1o accede to the next Sub-
Period or any extension thereof pursuant to Article 6.6 shall be subject 1o fulfilment of
the Minimum Exploration Obligations or minimum work obligations applicable to the
previous Sub-Period or extension thereof pursuant to Article 6.6 (as the case may be).

During the Exploration Period, the CONTRACTOR shall pay to the
GOVERNMENT, in arrears. an annual surface rental for the Contract Area, as may
be reduced by relinguishment from time to time pursuant to Article 7, of ten Dollars
(USS10) per square kilometre per Contract Year (“Exploration Rental™),
commencing with the third Contract Year. Such Exploration Rental shall be
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considered as a Petroleum Cost and shall be recovered by the CONTRACTOR in
accordance with the provisions of Articles | and 25.

If the CONTRACTOR decides not to enter into the Second Sub-Period, it shall
notify the GOVERNMENT at least thirty (30) days prior to the expiry of the First
Sub-Period. and the Exploration Period shall expire at the end of the First Sub-Period,
unless the First Sub-Period has been extended pursuant to Article 6.5 and'or Anticle
6.6

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

{a)  to deciding to submat an Appraisal Work Program and Budget as provided
under Anticle 12.2 in respect of a Discovery, or

(b)  to deciding to declure a Discovery as a Commercial Discovery in accordance
with Article 12.6(a) or 14.5(a), which additional work may include the
preparation and'or execution of an Appraisal Work Program and Budget as

provided under Article 12.2 and/or Gas Marketing Operations,

the CONTRACTOR will automatically be entitled to extensions, each of one (1)
Contract Year, of the then current Sub-Period, up to the end of the maximum
Exploration Period of seven (7) Contract Years, (as provided in Article 6.2). The
CONTRACTOR's notification of its intention o exercise such extension and its
duration shall be submined in writing to the GOVERNMENT a1 least thinty (30}
days prior to the end of the then current Sub-Period or the end of the then current
extension (as the case may bel.

Without prejudice 1w Anicle 6.5, upon expiry of the initinl term of the Exploration
Period, if it considers it has not completed its explomtion evaluation of the Contract
Aren, the CONTRACTOR shall be entitled to an extension of the Second Sub-
Period, provided it notifies the GOVERNMENT in writing at least thirty (30) days
pricr to the cnd of such Sub—Period, together with a proposal for a minimum work
obligation for such extension. Any such extension shall not exceed one (1) Contract
Year. Upon the expiry of such extension, if it considers it has sull not completed its
evaluation of the Contract Area, the CONTRACTOR shall be entitled to a further
extension of one (1) Contract Year provided that it notifies the GOVERNMENT in
writing at least thirty (30} days prior to the end of the onginal extension. The right of
the CONTRACTOR to accede to the further extension shall be subject to fulfilment
of the minimum work obligations applicable to the original extension.

Subject 1o Anticle 6.4, at any time during the Exploration Period, upon thirty (30) days
prior notice to the GOVERNMENT, the CONTRACTOR shall have the right to
withdraw from this Contract provided that the outstanding Minimum Exploration
Obligations relating to the then current Sub-Period have been completed in
accordance with the Coatract, or it has paid to the GOVERNMENT the amounts
specified in Anticle 10.2 or Article 10.3, whichever is applicable to the then current
Sub-Period.
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If no Commercial Discovery has been made at the end of the Exploration Period
{including any extensions thereof) this Contract shall terminate.

1f a Discovery is made within the maximum Exploration Period of seven (7) Contract
Years (as provided m Article 6.2), and if the CONTRACTOR considers it has not
had time to complete sufficient Gas Marketing Operations to declare the Discovery a
Commercial Discovery pursuant to Article 12.6(a) or 14.5(a), the CONTRACTOR
shall be entitled to request an extension of the Exploration Period (notwithstanding
the maximum period provided in Amicle 6.2). provided it so requests the
GOVERNMENT in writing at least thirty {30) days prior to the cnd of the maximum
Exploration Period, together with a proposal for Gas Marketing Operations to be
undertaken during such extension. If granted by the GOVERNMENT, any such
extension shall not exceed two (2) Contract Years. Upon the expiry of such extension,
il it considers it has still not completed its Gas Marketing Operations relating to such
Discovery, the CONTRACTOR shall be entitled to request a further extension of
two (2) Contract Y cars provided that it so requests the GOVERNMENT in writing at
lcast thirty (30) days prior w0 the end of the original extension, together with a
proposal for Gas Marketing Operations to be undertaken during such extension.

Development Period

6.10  If the CONTRACTOR considers that a Discovery of Crude Oil and any Associated
Natural Gas is a Commercial Discovery, the CONTRACTOR shall have the
exclusive right to develop and produce such Commercial Discovery. pursuant to the
terms of this Contract.  The Development Period for a Commercial Discovery of

Crude Oil and any Associated Natural Gas shall be twenty (20) years commencing on
the decloration of such Commercial Discovery by CONTRACTOR. in accordance
with Article 12.6(a), with an automatic right to a five (5) year extension.

1f the CONTRACTOR considers that a Discovery of Non-Associated Natural Gas is
a Commercial Discovery, the CONTRACTOR shall have the exclusive night to
develop and produce such Commercial Discovery, pursuant to the terms of this
Contract. The Development Period for a Commercial Discovery of Non-Associated
Matural Gas shall be twenty (20) years, commencing on the declaration of such
Commercial Discovery by CONTRACTOR, in accordance with Anicle 12.6(a) or
Article 14.5(a), with an sutomatic right to a five (5) year cxtcnsion.

If Commercial Production from a Production Area is still possible at the end of its
Period as defined in Armicles 6.10 or 6.11 then, upon its request, the
CONTRACTOR shall be entitled 10 an extension of such Development Period under

the same terms as those provided i this Contract, Such request shall be made
inwriting by the CONTRACTOR at least six (6) Months before the end of the said

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

fa)  five (5) Years for Crude Oil and any Associated Natural Gas. and/or
{b)  five (5) Years for Non-Associated Natural Gas.
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6.13  The CONTRACTOR shall have the right to terminate Production Operations for any
Production Area at any time during the term of this Contract, subject to giving
notice to the GOVERNMENT of at least nincty (90) days. This Contract shall
terminate on the expiry date of the Development Period of the last Production Arca or
when Production Operations for all Production Arcas have terminated.

ARTICLE 7 - RELINQUISHMENTS

Subject to the provisions of Articles 7.2 and 7.3, the CONTRACTOR shall surrender
portions of the Contract Area as follows:

fa)  at the end of the initial terin of the Exploration Period referred to in Anicle
6.2, including any extensions refemred to in Articles 6.5 and 6.6, twenty five
per cent (25%) of the net arca determined by subtracting the Production Arcas
from the initial Contract Arca;

at the end of the first extension period granted under Article 6.9 after the end
of the initial term of the Exploration Period referred to in Article 6.2, an
additional twenty five per cent (25%) of the net arca determined by subtracting
the Production Areas from the remaining part of the Contract Area; and

{c)  at the end of the Exploration Period {including all extensions thereof). all of
the remaining area that is not in a Production Area.

For the application of Article 7.1:

fa)  any areas already relinguished pursuant to Article 7.4 shall be deducted from
areas to be surrendered; and

(b)  the CONTRACTOR shall have the right to determine the area. shape and
location of the Comtract Area 1o be kept, provided that such surrendered
portions of the Contract Arca shall be in contiguous blocks.

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

During the Exploration Period, the CONTRACTOR may at the end of cach Contract
Year surrender all or any pant of the Contract Arca by wnitten notice sent to the
GOVERNMENT at least thirty (30) days in advance of the proposed daic of
surrender, subject to the provisions of this Article 7.4. Such voluntary surrenders
during the Exploration Period shall be deemed equal to the obligatory relinguishments
referred to under Anticle 7.1. This Contract shall terminate in the cvent of the
surrender of the entire Contract Arca.

Mo surrender provided under Article 7.4 shall excmpt the CONTRACTOR from its
outstanding obligations under this Contract. In the event the CONTRACTOR clects
o surrender the entie Contract Area without having fulfilled the Minimum
Exploration Obligations relating to the then current Sub-Period as ided in Article
102 or Aricle 103, the RACTOR shall pay to the RNMENT the

n
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relevant outstanding amount as detailed in Article 10.2 or Anticle 10.3, as the case
may be.

The boundaries of the portion of the Contract Area to be relinquished by the
CONTRACTOR shall be communicated to the GOVERNMENT by written notice
at least thirty (30) days in advance of the relevant date for relinquishment, pursuant to
Anicle 7.1.

ARTICLE 8 - MANAGEMENT COMMITTEE

A Management Committee shall be established within thirty (30) days following the
Signature Date for the purpose of providing orderly direction of all matters pertaining
o the Petroleum Operations and the Work Programs. Within such period, each of the
GOVERNMENT and the CONTRACTOR shall by written notice nominate its
respective members of the Management Committee and their deputies.

The Management Committee shall comprise two (2) members designated by the
GOVERNMENT and two (2) members designated by Talisman. For the purposes of
this Aricle 8, CONTRACTOR shall mean, during the first Sub-Period of the
Exploration Period, the Operator.

Upon ten (10} days notice. each of the GOVERNMENT and the CONTRACTOR
may substitute any of its members of the Management Commitice. The chairman of
the Management Committee shall be onc of the members designated by the
GOVERNMENT (the “Chairman®™). The vice-chairman of the Management

Commitice shall be nﬁeuf&umh"nﬁd by the CONTRACTOR (the
“Vice-Chairman™). In the absence of the Chairman, the Viee-Chairman shall chair
the meeting.

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

The Management Committee shall review, deliberate, decide and give advi

wﬂrmmﬂmmﬂ:ghmumguﬂln‘ﬂumhﬂdm
matters:

(a)  Waork Programs and Budgets:
(b} the CONTRACTOR's activity reports;

(ch  production levels submitted by the CONTRACTOR, based on prudent
international petroleum industry practice:
Accounts of Petroleum Costs;
procurement procedures for potential Subcontractors, with an estimated sub-

contract value in excess of one million Dollars ($1,000,000), submited by the
CONTRACTOR in sccordance with Article 19.3;
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Development Plan and Budget for each Production Area:
(g)  any matter having a material adverse affect on Petroleum Operations;

th)y  any other subject matter of a material nature that the Parties are willing to
consider.

Each of the GOVERNMENT and the CONTRACTOR shall have one (1) vote in
the Management Commitice. The Management Committee cannot validly deliberate
unless each of the GOVERNMENT and the CONTRACTOR is represented by at
least one (1) of its members or its deputy.

The Management Commiltee shall attempt to reach unanimous agrecment on any
subject matter being submitted. In the event the Management Committee cannot
reach mmanimous agreement, a second meeting shall be held within fourteen (14) days
to discuss the same subject matter and attempt to reach 4 unanimous decision.

Except as provided for in Article 8.4 and Anticle 8.5, in the event that no agreement is
reached at the second meeting. the Chairman shall have the tie-breaking vote.

In the event that, during the Exploration Period, no agreement is reached at the second
mecting of the Management Committee, as provided for in Amicle 8.3, or unanimous
approval is not obtained, as required pursuant to Article 8.5; then the proposal made
by the CONTRACTOR shall be deemed adopted by the Management Committee.

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

(uy  approval of, and any maenial revision to, any Exploration Work Program and
Budget preparcd after the first Commercial Discovery in the Production Area
reluting to such Commercial Discovery;

(b} approval of, and any material revision to, the Development Plan, the
production schedule, lifting schedule and Development and Production Waork
Programs and Budgets;

(e}  establishment of rules of procedure for the Management Committee;

(d)  any insurance issues over which the Management Committee has authority;

(e} approval of, and any material revision to, procurement procedures for goods
and/or services, submitted by the CONTRACTOR in accondance with Anicle

19.3 (unless such procedures have been deemed approved by the Management
Commitice in accordance with Article 19.3);

approval of, and any material revision to, any proposed pipeline project,
submitted by CONTRACTOR in accordance with Article 33.3;

approval of a first rate bank in which to place the Decommissioning Reserve
Fund, in accordance with Article 38.1;
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approval of, and any material revision to, any proposed Decommissioning
Plan submitted pursuant to Anticle 38.7 on any Decommissioning Work
Program and Budget or (ias Markcting Work Program and Budget;

any Terms of Reference which are required to be prepared and agreed for the
purposes of expent determination, pursuant to Article 42.2;

(j)  approval of any costs in excess of ten per cent {10%) above any Budget; and
(k) any matter having a material adverse effect on Petroleum Operations.

Ordinary meetings of the Management Commitiee shall take place in the Kurdistan
Region, alternately at the offices of the GOVERNMENT and those of the
CONTRACTOR, or at any other location agreed between Parties, at least twice a
Contract Year prior to the date of the first Commercial Discovery and three times a
Contract Year thereafier.

Either the GOVERNMENT or the CONTRACTOR may call an extraordinary
meeting of the Management Committee 1o discuss important issues or developments
related to Petrolcum Operations, subject to giving reasonable prior notice, specifying
the matters to be discussed at the meeting. to the other Party. The Management
Committee may from time to time make decisions by comrespondence provided all

members have indicated their approval of such decisions in such correspondence.

Unless at least one { 1) member or its deputy of cach of the GOVERNMENT and the
CONTRACTOR is present, the Management Committee shall be adjoumned for a
period not to exceed eight (K) days. The Party being present shall then notify the ather
Party of the new date, time and location for the meeting,

The agenda for meetings of the Management Commities shall be prepared by the
CONTRACTOR in accordance with instructions of the Chairman and communicated
to the Partics at least fifteen (15) days prior to the date of the mecting. The agenda
shall include any subject matter proposed by cither the GOVERNMENT or the
CONTRACTOR. Decisions of the Management Committee will be made at the
meetings,. The CONTRACTOR shall be responsible for preparing and kecping
minutes of the decisions made at the meetings. Copies of such minutes shall be
forwarded to each Party for review and approval. Each Party shall review and
approve such minutes within ten (10) days of receipt of the draft minutes. A Party
who fails to notify in writing its approval or disapproval of such minutes within such
ten { 10) duys shall be deemed o have approved the minutes.

If required, the Management Commiltee may request the creation of a techmical sub-
commitice or any other sub-committee to assist it. Any such sub-commitice shall be
composed of a reasonable number of experts from the GOVERNMENT and the
CONTRACTOR. Afier each meeting, the technical sub-committee or any other sub-
commitice shall deliver a writicn report to the Management Committce.

Management Commitiee or any technical sub-committee or any other sub-commitiee
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shall be considered as Petroleum Costs and shall be recovered by the
CONTRACTOR in accordance with the provisions of Amicles | and 25.

ARTICLE 9 - GUARANTEES

Each CONTRACTOR Entity shall provide the GOVERNMENT, if so0 required by
the latter pursuant to written notice received by the CONTRACTOR Entity within
thirty {30) days of the Signature Date, with a corporale guaranice in a form as shall be
agreed in good faith between the GOVERNMENT and each CONTRACTOR
Entity not later than ninety (90) days after the Signature Date, provided that such
corporale shall be given only in respect of the Minimum Financial
Commitment for the First Sub-Period and shall expire automatically upon completion
of the performance of the Minimum Exploration Obligations set out in Article 10.2(d)
and () or expenditure of such Minimum Financial Commitment, whichever is the
earlier.

Not later than sixty (60) days after the commencement of the Second Sub-Period.
euch CONTRACTOR Entity shall provide the GOVERNMENT, il so required by
the latter pursuant to written notice received by the CONTRACTOR Entity within
thirty (30) days of such commencement date, with i corporate guarantee in:

{8} the form substantially agreed between the GOVERNMENT and cach
CONTRACTOR Entity for the First Sub-Period, if any, subject to making the
changes necessary in order for the corporate guarantee to apply only to the

Sccond Sub-Period, or

(b} if there is no agreed form, in a form as shall be agreed in good faith between
the GOVERNMENT and each CONTRACTOR Entity not later than ninety
190) days after the GOVERNMENT s notice,

and provided in cach case that such corporate guarantee shall be given only in respect
of the Minimum Financial Commitment for the Second Sub-Period and that such
corporate guarantee shall expire automatically upon completion of the performance of
the Mimimum Exploration Obligations sct out in Amicle 10.3 (b) or expenditure of
such Minimum Financial Commitment. whichever is the earlier.

In the event of an assignment by a CONTRACTOR Entity m accordance with
Amicle 39, the relevant third party assignee shall provide the GOVERNMENT, if so
required by the latter pursuant to writien notice given to such assignee within thirty
(30) days of the effective date of the assignment, with a corporate guarantee in the
form agreed pursuant to Article 9.1 or 9.2, as applicable w the then current Sub-
Period or, in the absence of any such agreed form of corperate guarantec, in a form as
shall be agreed in good faith between the GOVERNMENT and such assignee not
later than nincty (90) days afier the effective date of the assignment, provided that
such corporate guarantee shall be given only in respect of the Minimum Financial
Commitment for the them current Sub-Period, and shall expire automatically upon
completion of the performance of the Minimum Exploration Obligations set out in
Amicles 10.2(d) and () or Article 10.3(b), as the case may be, or expenditure of such
Minimum Financial Commitment, whichever is the carlicr. Furthermore, the

16
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ussignment to the relevant third party assignee shall reduce the extent of the existing
CONTRACTOR Entity corporate guarantee pro rta in accordance with the relevant
third party percentage participation, imrespective of whether the GOVERNMENT
requires a guaraniee of the third party assignee,

ARTICLE 10 - MINIMUM EXPLORATION WORK OBLIGATIONS

The CONTRACTOR shall perform geological, geophysical and/or drilling works as
provided under Articles 10.2 to 103 (the “Minimum Exploration Obligations™). If
applicable, the said Minimum Exploration Obligations shall be performed during each
Sub-Period in accordance with prudent international petroleum indusiry practice.
During the First Sub-Period, the CONTRACTOR shall:
(a)  carry out geological nnd geophysical studies, comprising the following:

(i} the compilation of a technical database:

(it} the performance of a remote sensing study:

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

remote semsing results and plan for two dimensional seismic

carry out n date scarch for existing daw specific v this Contract Area.

comprising the following:
(i} well data, if available, for example, clectric logs;

{ii}  seismic data and gravity data, if svailable; and
(iii)  reprocess seismic data, if available;

perform ficld work comprising structural, siratigraphic and lithologic mapping
and sampling:

acquire, process and interpret two hundred (200) line kilometres of two
dmmlmmﬁhwmm;fwﬂnmnmmmﬁmﬂ
amount of six million Dollars ($6,000,000) (the activities described in
paragraphs () through (d), the “Seismic Services™); and

drill one (1) Exploration Well (the “First Exploration Well”), including
wltm.M_, m‘m;illpmrhlmd:pﬁ of three thousand meters

The costs of carrying out the Seismic Services shall be considered Exploration Costs and
shall be recovered by the CONTRACTOR in accordance with the provisions of
Articles | and 25,
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10.2.1 The netivities carried out by the CONTRACTOR. pursuant to the Option Agreement
shall be deemed 1o satisfy the Minimum Exploration Obligations for the First Sub-Period
set out in Articks 10.2(a) to 10.2{d) and the cost of such activities shall be recoverable as
Petroleum Costs without any approval of the Management Commattee.

During the Second Sub-Period. the CONTRACTOR shall:

La)

acquire, process and interpret further seismic data (being cither two
dimensional or three dimensional), if the CONTRACTOR considers that the
results from the Fisst Exploration Well justify the acquisition of further
seismic data; and

drill one (1) Exploration Well (the “Second Exploration Well”) commutting
for this purpose a minimum financial amount of fificen million Dollars
(US$15,000,000) including testing and coring as appropriate, unless the data
from the First Exploration Well demonstrates that there is not 4 reasonable
technical case for dnlling the Second Exploration Well in the Contract Area.

104  Notwithstanding the provisions in Articles 10.2 o 103, for the execution of the
Minimum Exploration Obligations under Articles 102 to 10.3, it is agreed as follows:

(n)
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Minimum Exploration Obligations in the Second Sub-Period shall only apply
in the cvent the CONTRACTOR has not clected to notify the
GOVERNMENT that it will not enter into the Second Sub-Period. in
accordance with and subject to Article 6.4.

Subject to Amicle 10.4{a), the CONTRACTOR shall be required 1o meet its
Minimum Exploration Obligations for the applicable Sub-Period, even if this
entails exceeding the Minimum Financial Commitment for such Sub-Period.
If the CONTRACTOR has satisfied its Minimum Exploration Obligations
without having spent the total Minimum Financial Commitment for such Sub-
Period, it shall be deemed w0 have satisfied its Minimum Exploration
Obligations for such Sub-Period.

The First Exploration Well shall be drilled to the depth described in Anticle
10.2(e) and each other Exploration Well shall be drilled to the depth agreed by
the Management Committee unless:

(i} the formation is encountered at a lesser depth than origmally
Sl
basement is encountered at a lesser depth than originally anticipated;

in the CONTRACTOR's sole opinion conmtinued drilling of the
relevant Exploration Well presents a hazard due to the presence of
abnormal or unforeseen conditions;

msurmountable technical problems are encountered rendering it
impractical to continue drilling with standard equipment; or




iv)  petroleum formations are encouniered whose penctration requires

laying protective casing that does not enable the depth agreed by the

Committee or as described in Article 10.2{(c), as
applicable. 1o be reached.

If drilling is stopped for any of the foregoing reasons, the Exploration Well
shall be deemed to have been drilled 1o the depth agreed by the Management
Committee or ss described in Article 102(e), as applicable. and the
CONTRACTOR shall be deemed to have satisfied its Minimum Exploration

Ohbligations in respect of the Exploration Well.

Any geological or geophysical work carmied out or any scismic data acquired,
processed or interpreted or any Exploration Well dnlled or any other work
performed in excess of the Minimum Exploraton Obligations and/or any
amounts spent in excess of the total Minimum Financial Commitment in any
given Sub-Period. shall be camied forward to the next Sub-Period or
extension period and shall be taken into sccount to satisly the Minimum
Exploration Obligations and/or the total Minimum Financial Commitment for
such subsequent Sub-Period or extension period.

For the avoidance of doubt, it (i) in the First Sub-Period, the
CONTRACTOR performs any of the Minimum Exploration Obligations
prescribed for the Sccond Sub-Peried i Adticle 10.3; and (i) the
CONTRACTOR has not elected to notify the GOVERNMENT that it will
not enter imo the Second Sub-FPeriod (in accordance with and subject
Article 6.4), the performance of such Minimum Exploration Obligations shall
be deemed to smtisfy the sume Minimum Exploration Obligations for the
Second Sub-Period.

ARTICLE 11 - EXPLORATION WORK PROGRAMS AND BUDGETS

Within forty-five (45) days following the Signature Date, the CONTRACTOR shall
prepare and submit to the Management Committee a proposed work program and
budget relating o Exploration Operations (the “Exploration Work Program and
Budget”) for the remainder of the Calendar Year. Thereafter, no later than 1 October
in each Calendar Year, the CONTRACTOR shall submit a proposed Exploration
Work Program and Budget to the Management Committee for the following Calendar
Year.

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

(a)  work to be undertaken;
(k) materials, goods and equipment to be acquired;

(c)  cost estimate of services o be provided, including services by third parties
and/or Affiliated Companies of any CONTRACTOR Entity; and
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id)  estimated expenditures. broken down by cost centre in accordance with the
Accounting Procedure.

The Management Commitiee shall meet within sixty (60) days following its receipt of
CONTRACTOR s proposal to examine and approve the Exploration Work Program
and Budget

If the GOVERNMENT requests any modification to the Exploration Work Program
and Budget, the Management Committee shall meet 1o discuss the Exploration Work
Program and Budget and proposed modifications thereto within the sixty (60) day
period referred to in Article 113, The CONTRACTOR shall communicate its
comments on any such requesied modifications to the GOVERNMENT at the

meeting of the Management Committee or in writing prior to such meeting.

The CONTRACTOR shall be authorised to make expenditures not budgeted in an
spproved Exploration Work Program and Budget provided that the aggregate amount
of such expenditures shall not exceed ten per cent (10%) of the approved Exploration
Work Program and Budget in any Calendar Year and provided further that such
excess expenditures shall be reported as soon as is reasonably practicable o the
Management Committee. For the avoidance of doubt all excess expenditures shall be
recovered by the CONTRACTOR in accordance with the provisions of Articles 1
and 23, provided that any excess expenditures above the ten per cent {10%) limit shall
only be recovered with the unanimous approval of the Management Committee,

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

shall be reported prompily o the Management Committee.  For the
avoidance of doubl, such additional expenditure shall be considered Petroleum Cosis
and shall be recovered by the CONTRACTOR in accordance with the provisions of
Articles | and 23,

ARTICLE 12 - DISCOVERY AND DEVELOPMENT

If the drilling of an Exploration Well results in a Discovery, the CONTRACTOR
shall notify the GOVERNMENT within forty-eight (48) hours of completing tests

rming the presumed existence of such Discovery or within such longer period as
the CONTRACTOR reasonably requires 1o determine whether or not there is a
Discovery. Within thirty (30) days following notification of the said Discovery, the
CONTRACTOR shall present to the Management Commitiee all technical data then
available wgether with its opinion on the commercial potential of the said Discovery
(the “Discovery Report”). The CONTRACTOR shall provide i a timely manner
such other information relating to the Discovery as the GOVERNMENT may
reasonably request.

Appraisal Work Program and Budgei

122 If, pursuant to Article 12.1, the CONTRACTOR considers that the Discovery has
cemmercial potential it shall, within nincty (90) days following notification to the
GOVERNMENT of the Discovery, submit an appraisal program in respect of the
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Discovery (the “Appraisal Work Program and Budget”) to the Management
Committee. The Management Committee shall examine the Appraisal Work Program
and Budget within thirty (30) days of its receipt. If the GOVERNMENT requests any
maodification o the Appraisal Work Program and Budget, the Management
Committce shall meet to discuss the Appraisal Work Program and Budget and the
requested modifications thereto within sixty (60) days from its receipt of the proposed
Appraisal Work Program and Budget. The CONTRACTOR shall communicate its
comments on any such requested modifications to the GOVERNMENT at the
mieeting of the Management Committee or in writing prior to such meeting.

The Appraisal Work Program and Budget shall include the following:

(2)  an sppraisal works program and budget. in sccordance with prudent
international petroleum industry practice:

(b} an estimated time-frame for completion of appraisal works; and

(e}  the delimitation of the arca to be evaluated, the surface of which shall not
exceed twice (2 x) the surface of the geological structure or prospect 1o be
appraised (the “Appraisal Area™).

If, following a Discovery, a rig acceptable 1o the CONTRACTOR is available 1o drill
u well, the CONTRACTOR may drll any additional Exploration Well or any
Appraisal Well deemed necessary by the CONTRACTOR before or during the
Management Committee’s review of the Discovery Report provided in accordance
with Article 12.1 or its review of the Appraisal Work Program and Budget.

The CONTRACTOR shall be suthonised to incur expenditures not budgeted m an
npproved Appraisal Work Program and Budget provided that the nggregate amount of
such cxpenditures shall mot exceed ten per cent (10%) of the approved Appraisal
Work Program and Budget in any Calendar Year and provided further that such
excess expendires shall be reported as soon as is reasonably practicable w the
Management Committee. For the avoidance of doubt, all excess expenditures shall be
recovered by the CONTRACTOR in accordance with the provisions of Articles 1
und 25, provided that any excess expenditures above the ten per cent (10%) limit shall
only be recovered with the unanimous approval of the Management Committes.

Appraissl Repori

124 The CONTRACTOR shall submit a detailed report relating 1o the Discovery (the
“Appraisal Report”) to the Management Committee within ninety (90) days
following completion of the Appraisal Work Program and Budger.

The Appraisal Report shall include the following:
(a)  geological conditions;

(B)  physical propertics of any liquids;

(¢} sulphur, sediment and water content;
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type of substances obtained:
MNatural Gas composition;

(fy  production forecast per well: and

(g)  apreliminary cstimate of recoverable reserves.

Declaration of Commercial Discovery

12.6  Together with its Appraisal Report, the CONTRACTOR shall submit a writien
statement to the Management Committee specifying that:

(a) the CONTRACTOR has determined that the Discovery is a Commercial
Discovery:

(b}  the CONTRACTOR has determined that the Discovery is not a Commercial
Discovery:

(e}  the CONTRACTOR has determined that the Discovery is a significant
Discovery. which may become a Commercial Discovery subject to additional
exploration and/or appraisal works within or outside of the Appraizal Area; or

the CONTRACTOR has determined that the Discovery is a significant
Discovery of Non-Associated Natural Gas, which may become a Commereial
Discovery subject to Gas Marketing Operations, in  sccordance with
Article 14.5,
In case the statement of the CONTRACTOR comesponds to Article 12.6(c), the
CONTRACTOR shall submit a Work Program and Budget to the Management
Committee within thirty (30) days following such statement. Any well drilled to
cvaluate the said significant Discovery shall be considered an Exploration Well.
Development Plan
128  [fthe Discovery has been declared a Commercial Discovery by the CONTRACTOR
pursuant to Article 12.6(a) or Article 14.5(a), the CONTRACTOR shall submit a
proposed Development Plan to the Management Committee within one hundred
cighty (180) days following such declaration. The Development Plan shall be in
accordance with prudent intemational petroleum industry practice. Except with the
consent of the GOVERNMENT, such Development Plan shall include details of the
following as applicable:
(a)  the delimitation of the Production Area, taking into account the results of the
Appraisal Report regarding the importance of the Petroleum Field within the
Appraisal Area;

() drilling and completion of Development Wells;
(e} drilling and completion of water or Natural Gas injection wells;

© 2013 Kurdistan Regional Government, KRG



laying of guthering pipelines;

installation of separators, tanks, pumps and any other associated production
and mjection facilities for the production;

treatment and transportation of Petroleum to the processing and storage
facilitics onshore or offshore;

laying of export pipelines inside or outside the Contract Arca to the storage
facility or Delivery Point;

construction of storage facilities for Petroleum;

plan for the utilisation of Associated Natural Gas;
truining commitment in accordance with Article 23;

a preliminary decommissioning and site restoration plan:

all contracts and arrangements made or to be made by the CONTRACTOR
for the sale of Natural Gas;

1o the extent available, all contracts and arrangements made or to be made by
Persons in respect of that Natural Gas downstream of the point at which it is to
be sold by the CONTRACTOR and which are relevant to 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 value of it for the purposes of
this Contract, but not beyond the point al which it is first disposed of in an
Arm's Length Sale;

cach CONTRACTOR Entity's plans for financing its interest, if any: and

any other operations not expressly provided for in this Contract but reasonably
mﬁrb:ﬁummﬂmﬁm?mhﬂimﬂpuiﬁmudﬂimﬂ
Petroleum produced, in accordance with prudent international petroleum
industry practice.

The Manugement Committee shall use its best efforts to approve the Development
Plan within sixty (60) days after its receipt of such plan. The Development Period for
each Commercial Discovery within a Development Plan shall be extended for the
number of duys in excess of such sixty (60) day period that it takes for the
Management Committee to approve the Development Plan. The Development Plan
shall be considered approved by the GOVERNMENT if the GOVERNMENT,
through its representatives on the Management Committee, indicates its approval in
us

If the GOVERNMENT rcquests any modifications to the Development Plan, then the
Management Commitiee shall meet within sixty (60) days of receipt by the
CONTRACTOR of the GOVERNMENT's written notification of requested
modifications accompanicd by all the documcnts justifying such rcquest, and shall
discuss such request. The CONTRACTOR shall communicate its comments on any
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such requested modifications to the GOVERNMENT at such meeting or in writing
prior to such meeting. Any madification approved by the Management Committee at
such mecting or within a further period of thirty (30) days from the date of such
meeling shall be incorporated inte the Development Plun which shall then be deemed
approved and adopted.

If the CONTRACTOR makes several Commercial Discoveries within the Contract
Area each such Commercial Discovery will have a separate Production Area. The
CONTRACTOR shall be entitled to develop and to produce cach Commercial
Discovery and the GOVERNMENT shall provide the appropriate Permits covering
each Production Area. In case the area covered by the Commercial Discovery extends
heyond the boundaries of the Contract Area, and to the extent such area outside the
Contract Arca is not the subject of a Petroleum Contract (as defined in the Kurdistan
Region Oil and Gas Law) with a third party. the provisions of Article 34.2 shall apply.

ARTICLE 13 - DEVELOPMENT AND PRODUCTION WORK PROGRAMS AND
BUDGET

13.1  Upon the approval of the Development Plan by the Management Commitice, the
CONTRACTOR shall start the Development Operations for the Commercial
Dumvﬂ'ymmmﬁmenﬂlﬂubﬂehpmmt?hﬂmdpmdmlmnﬂ

132  Within ninety (%) days following approval of the Development Flan by the
Management Commutice, the CONTRACTOR shall prepare and submit to the
Manugement Committee a proposed work program and budger for D
Operations (the “Development Work Program and Budget™) to be carmied out m the
Production Area for the duration of the Development Operations. Thereafter, no later
than 1 October in each Calendar Year, the CONTRACTOR shall submit 1o the
Management Commitice updates in respect of its Development Work Program and
Budget. To cmable the Management Commitiee to forecast expenditures. each
Development Work Program and Budget shall include details of the following:

(a)  works to be carried out;
(b)  material and equipment to be acquired by main categories;

(e} type of services to be provided, distinguishing between third parties and
Affiliated Companics of any CONTRACTOR Entity: and

(d)  categories of general and administrative expenditure.

If any modification to the Development Work Program and Budget is requested by
the GOVERNMENT. the Management Committee shall meet o discuss the
Development Work Program and Budget and propesed modifications thereto wathin
sixty (60) days from its receipt of the proposed Development Work Program and
Budget. The CONTRACTOR shall communicate its comments on any such
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requested modifications to the GOVERNMENT at the meeting of the Management
Committee or in writing prior to such meeting.

The CONTRACTOR shall be authorised to incur expenditures not budgeted in an
approved Development Work Program and Budget provided that the aggregate
amount of such expenditures shall not exceed ten per cemt (10%) of the approved
Development Work Program and Budget in any Calendar Year and provided further
that such excess expenditures shall be reported as soon s is reasonably practicable o
the Management Commitice. For the avoidance of doubt, all excess expenditures
shall be recovered by the CONTRACTOR in accordance with the provisions of
Articles | and 2%, provided that uny excess expenditures above the ten per cent { 10%)
limit shall only be recovered with the unanimous approval of the Management
Committce.

In cases of emergency, the CONTRACTOR may incur such additional expenditures
B8 it deems necessary to protect life, enviromment or property. Such additional
expenditures shall be reporied promptly to the Management Commitice. For the
avoidance of doubt, such additional expenditure shall be consadered Petroleum Costs
and shall be recovered by the CONTRACTOR in sccordance with the provisions of
Articles | and 25,

al of Annual Production Works ms and et
136 No lnter than | October of the Calendar Year preceding the estimated commencement

of tion pursuant to an approved Plan and thereafter no later than
1 in cach Calendar Year, the CONTRACTOR shall prepare and submit to

the Management Commitice a proposed work program and budget for Production
Operations (the “Production Work Program and Budget”) for the following
Calendar Year. To enable the Management Committee to forccast expenditures, the
Production Work Frogram and Budget shall include details of the following:

(a) works to be carried out;
(b} materinl and equipment to be acquired by main categones;

(e} type of services to be provided, distinguishing between third parties and
Affiliated Companies of any CONTRACTOR Entity: and

id)  categories of general and administrative expenditure.

If any modification to the Production Work Program and Budget is requested by the
GOVERNMENT, the Management Commitice shall meet to discuss the Production
Work Program and Budget and proposed modifications thereto within sixty (60) days
from its receipt of the proposed Production Work Progam and Budget The
CONTRACTOR shall communicate its commenis on any such requested
madifications to the GOVERNMENT at the meeting of the Management Commitiee
or in wriling prior to such meeting.

The CONTRACTOR shall be authorised 1o incur expenditures nol budgeted in an
spproved Production Work Program and Budget provided that the aggregate amount
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of such expenditures shall not exceed ten per cent {10%) of the approved Production
Work Program and Budget in any Calendar Year and provided further that such
excess cxpenditures shall be reported as soon ss reasonably practicable to the
Management Commitice. For the avoidance of doubt, all excess expenditures shall be
recoversd by the CONTRACTOR in accordance with the provisions of Articles 1
and 28, provided that any excess expenditure above the ten per cent (10%) hmit shall
anly be recovered with the unanimous approval of the Management Commitice.

In eases of emergency, the CONTRACTOR may incur such additional expenditure
as it deems necessary to protect life, emvironment or property. Such additional
expenditures shall be reported promptly to the Management Commitiee. For the
avoidance of doubt, such additional expenditure shall be considered Petroleum Costs
and shall be recovered by the CONTRACTOR in sccordance with the provisions of
Amticles | and 25,

After the commencement of Commercial Production the CONTRACTOR shall pay
o the GOVERNMENT, in arvcars, an annual surface rental for the Production Arca,
of one hundred Dollars (US$100) per square kilometre per Contract Year
(“Production Rental”). Such Production Rental shall be considered as a Petroleum
Cost and shall be recovered by the CONTRACTOR in accordance with the
provisions of Articles | and 25.

ARTICLE 14 - NATURAL GAS
Use for the Petroleum Operations

141 To take account of specific conditions relating to Natural Gas and to promote its
development in the Kurdistan Region, the GOVERNMENT will gram specific
benefits to the CONTRACTOR on principles materially similar to those contained in
this Contract, including, consistent with the Kurdistan Region Oil and Gas Law, more
gencrous provisions in respect of the recovery of Petroleum Costs and the sharing of
Profit Petroleum than in respect of Crude Oil.

The CONTRACTOR may frecly use any Natural Gas required for the Petroleum
Operations. If technically and cconomically justified. the CONTRACTOR shall
priority use any Natural Gas for the purpose of enhancing recovery of Crade Oil in
accordance with prudent international petroleum industry practice as follows.

Asiociated Netyral Gas

143 Any excess Associaied Natural Gas produced that is neither used in the Petroleum
Operations nor developed and sold by the CONTRACTOR shall, upon the
GOVERNMENT's written request, be transferred at the first practicable delivery
point as agreed between the Parties, free of charge to the GOVERNMENT. In such
case, the GOVERNMENT shall be solely responsible for collecting. treating.
compressing and iransporting such Natural Gas from such agreed delivery point and
shall be solely liable for any additional direct and indirect costs associated therewith.
The construction and operation of required facilities as well as the offtake of such
excess Associated Natwral Gas by the GOVERNMENT shall occur in accordance

i6
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with prudeni international petroleum industry praclice and shall not interfere with the
ion of the Crude Oil by the CONTRACTOR. For

ngreed delivery point shall be considered Petroleum Cosis and shall be recovered by
the CONTRACTOR in accordance with the provisions of Articles 1 and 25.

In the event the GOVERNMENT finds o market for Associated Natural Gas, it shall
promptly give written notice to the CONTRACTOR, and the CONTRACTOR may
elect to participate in supplying such Associated Natural Gas within ninety (90) days
following notification thercof by the GOVERNMENT. If the CONTRACTOR
elects to participate in supplying Associated Matural Gas to such market, all
expenditures associated with any necessary facilities shall be paid for by the
CONTRACTOR. For the avoidance of doubt, such expenditure incurred shall be
considered Petroleum Costs and shall be recovered by the CONTRACTOR in
accordance with the provisions of Articles | and 25,

Non Associnted Natural Gas

144  Until an approved Natral Gias sales contract is executed in respect of all volumes of
Natural Gas expected to be produced, the CONTRACTOR shall be entitled during
the Exploration Pertod and the Development Period to carry out Gas Marketing
Operations.

If, pursuamt to Article 116(d). the CONTRACTOR has determined that the
Discovery is a significant Discovery of Non-Associated Natural Gas, which may

become a Commercial Discovery subject to Gas Marketing Operations, it shall carry
out Gas Marketing Operations. at the end of which it shall submit a written statement

to the Management Committee specifymg that:

(a)  the CONTRACTOR has determined that the Discovery is a Commercial
Discovery; or

(b} the CONTRACTOR has determined that the Discovery is not a Commercial
Discovery.

For the purpose of this Contract, “Gas Marketing Operations” means any activity
under this Contract relating to the marketing of Non-Associated Natural Gas,
including any evaluation 0 find a commercial market for such Non-Associated
Natural Gas and'or to find a commercially viable technical means of extraction of
such Non-Associated Natural Gas and may mclude activities related to evaluating the
quantities of Non-Associated Matural Gas to be sold, its quality, the geographic
Ioeation of potential markets to be supplicd as well as evaluating the costs of
production, transporiation and distribution of the Non-Associated Nawral Gas from
the Delivery Point to the relevant market

All costs and expenditure incurred by the CONTRACTOR in the performance of the
nctivities in relation to the Gas Marketing Operations shall be considered Petroleum
Costs.
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148 No later than | October of the Calendar Year preceding the Calendar Year in which
any Gas Marketing Operations are due to occur, the CONTRACTOR shall prepare
and submit to the Management Committee its Gas Marketing Work Program and
Budget for the following Calendar Year. To enable the Management Commitiee o
forccast expenditures, the Gas Marketing Work Program and Budget shall include the
following:

(a)  works to be carried out;

ik} type of services to be provided, distinguishing between third parties and
Affiliated companies of any CONTRACTOR Entity; and

()  categories of general and administrative expenditure.

If any modification to the Gas Marketing Work Program and Budget is requested by
the GOVERNMENT, the Management Commitiee shall meet to discuss the Gas
Marketing Work Program and Budget and proposed modifications thereto within sixty
(60} days from its receipt of the proposed Gas Marketing Work Program and Budget.
The CONTRACTOR shall communicate ils comments on any such requesied
maodifications to the GOVERNMENT at the mecting of the Management Commitice
or in writing prior to such meeting.

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

such excess expenditures shall be reported as soon as reasonably practicable 1o the
Mansgement Committee. For the avoidance of doubt, all excess expenditures shall be
recovered by the CONTRACTOR in sccordance with the provisions of Articles 1
and 25, provided that any excess expenditure above the ten per cent (10%) limit shall
only be recovered with the unanimous approval of the Management Commitice.

If any Non-Associated Natural Gas is discovered within the Contract Arca, and the
CONTRACTOR reasomably comsiders that the Nom-Associated Natural Gas
Discovery will only be a Commercial Discovery if certain terms of this Contract are
smended, it shall be entitled to request amendments to this Contract, with its reasons.
The GOVERNMENT shall in good faith give reasonuble consideration to the
CONTRACTOR s proposed amendment and reasons and the Parties shall in good
faith attempt 1o agree on the necessary amendments to the Contract. If the Parties are
unable w0 agree on such amendments, and the Exploration Peniod expires without the
CONTRACTOR having declared such Discovery to be a Commercial Discovery in
nccordance with Article 12.64a) or Article 14.5(a). and subsequently within a period
of cight (8) ycars from the end of such Exploration Period, the GOVERNMENT
reaches agrecment with any third party to develop such Discovery (the “Gas
Development™). then the following provisions shall apply:

(a)  either before or upon agreement in relation 1o the Gas Development having
been reached (and whether or not such agreement is recorded in a fully termed
production sharing and/or operating or other like agreement), but before such

agreement is signed (the "Propesed Contract”) (subject only to the rights of
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each CONTRACTOR Entity to pre-empt such Proposed Conlract pursuant o
Article 14.10(b} and such conditions as may be applicable), the
GOVERNMENT shall, as soon as reasonably practicable afier the occurrence
of such circumstances. serve on cach of the CONTRACTOR Entitics, a
notice to that effect and shall with such notice provide such information and
main terms of such agreement as the CONTRACTOR Entities may
reasonably request to determine if they will excrcise their rights (the A-plﬂ
Terms™), including:

i} the identity of such third party;
(i) the effective date of the Proposed Contract;

{iii)  the applicable commereial terms, including bonuses, royaltics, cost
recavery, profit sharing, taxation and any other similar terms; and

{iv)  all and any material conditions to which the Proposed Contract is
subject.

Upon a request from any CONTRACTOR Entity, the GOVERNMENT will
provide all the CONTRACTOR Entities with such further information and
terms us may be reasonably requested by any CONTRACTOR Entity.
Wthmehmlmdudﬂghzydm(lﬂ}ﬂys-ﬁumodptnﬂnﬂmm
any further information under Article 14.10(a) in relation to a Proposed
Contract each of the CONTRACTOR Entities shall elect either:

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

{if}  to waive the aforesaid right of pre-emption in relation to the Proposed
Contract;

and shall serve notice accordingly upon the GOVERNMENT and all the
CONTRACTOR Entities and in default of receipt by the GOVERNMENT
of any such notice within such period of one hundred and cighty (180) days
such CONTRACTOR Entity shall be deemed conclusively o have served a
notice electing to waive its aforesaid right of pre-emption in relation to the
Proposed Contract.

In the event that more than one of the CONTRACTOR Entities exercises its
rights under Article 14.10b}i) in relation to the Proposed Contract. then the
GOVERNMENT shall transfer or grant each such CONTRACTOR Entity
an interest in the Proposed Contract upon the Agreed Terms (in accordance
with Anicle 14.10(bNi)) in the proportions in which their respective
percentage interesis bear to the aggregate of their percentage
interests ander the relevant Joint Operating Agreement (as it applied at the end




of the Exploration Period) or in such other proportions as such
CONTRACTOR Entities shall agree between them,

In the event that one of the CONTRACTOR Entitics exercises its nghts
under Article 14.10{b){i) in relation to the Proposed Contract them the
GOVERNMENT shall transfer or gramt the whole of the interest in the
Proposed Contract upon the Agreed Terms (in accordance with 14.10(b)i)) to
such CONTRACTOR Entity.

In the cvent that none of the CONTRACTOR Entitics excrciscs its nghts
under Article [4.10(b)(i) then the GOVERNMENT may enter into the
Proposed Contract on terms no more favourable to its counterpanty than the
Agreed Terms and, in such case, the aforesaid rights of pre-cmption shall
thereupon cease to apply in relation to the Proposed Contract.
If the pre-emption rights in Article 14.10 are not exercised and the GOVERNMENT
enters into  the Proposed Contract with the third party concemed, the

GOVERNMENT will usc its best endeavours to aveid any effect which may hamper
the Petroleum Operations of the CONTRACTOR while producing Petroleum.

Flaring

14.12 Flaring of Natural Gas in the course of activitics provided for under this Contract, is
prohibited except (i) shon-term flaring up to twelve (12) Months necessary for testing
or other operational reasons in accordance with prudent international petroleum
industry practice (which shall include the flaring of Associated Natural Gas to the

extent the CONTRACTOR considers that re-injecting Associated Natural Gas is not
justified technically and economically and provided the GOVERNMENT decides
not 1o take such Associated Nawral Gas), or (i) with the prior authorisation of the
GOVERNMENT, such authorisation not to be unreasonubly withheld or delayed.
The CONTRACTOR shall submit such request to the GOVERNMENT, which shall
include an evaluation of reasonable alternatives 1o flaring that have been considered
along with information on the amount and quality of Natural Gas involved and the
duration of the requested faring.

ARTICLE 15 - ACCOUNTING AND AUDITS

The CONTRACTOR shall keep in its offices in the Kurdistan Region copies of all
books and accounts of all revenues relating to the Petroleum Operations and all
Petroleum Costs (the “Accounts”), except during the Exploration Period. when the
CONTRACTOR shall be entitled 10 keep the Accounts at its headquarters Abrond.
The Accounis shall reflect in detail expenditure incurred as a function of the
quantitics and value of Petroleum produced. and shall be kept for a period of five (5)
years. All Accounts which are made available 10 the GOVERNMENT in accordance
with the provisions of this Contract shall be preparcd in the English language. The
Accounts shall be kept in accordance with prudent international petroleum industry

ice and in accordance with the provisions of the Accounting Procedure. The
Accounts shall be kept in Dollars, which shall be the reference currency for the
purposes of this Contract.
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152 Within ninety (90) days following the end of each Calendar Year, the
CONTRACTOR shall submit to the GOVERNMENT a summary statement of all
Petroleum Costs incurred duning the said Calendar Year. The summary statemcnt
shall nlso include a profit calculation pursuant to the provisions of Article 26.

The GOVERNMENT shall have the right:

(a)  torequest an audit of the Accounts with respect to each Calendar Year within
a peniod of two (2) Calendar Years following the end of such Calendar Y car
(the “Aundit Request Period™); and

(k)  to retain an auditor of internatiomal standing familiar with intemational
petroleum  industry  accounting practice Lo underiake or assist the
GOVERNMENT 1o undertake the audit.

Notwithstanding paragraphs (a) and (b} of this Anicle 15.3, the GOVERNMENT
shall have the right to audit the Accounts with respect 1o cach Calendar Year at any
time in the case of manifest ermor or fraud.

‘The reasonable cost of retaining an auditor pursuant to Article 15.3 shall be bome by
the CONTRACTOR and treated as a Petroleum Cost for the purpose of cost recovery
under Articles 1 and 25,

During the Audit Request Period for any Calendar Year but not thereafier, the
GOVERNMENT, m:ﬂmmlllyﬂmmhmwﬂlwﬂnﬂmﬂ
petroleum  industry practice, may request in writing all reasonably available

information and justifications for its audit of Petroleum Cosis.

Should the GOVERNMENT consider, on the basis of data and information available,
that the CONTRACTOR made a material mistake or there 15 any imegulanty in
respect of the Accounts and considers that any corrections, adjustments or
amendments should be made, the GOVERNMENT shall make any audit exceptions
in writing and notified to the CONTRACTOR within six (6) Months of the date of
request referred to in Article 15.3, and failure to give such written exception within
such time shall be deemed to be an ackmowledgement of the correciness of the
CONTRACTOR's Accounts.

In respect of any audit exception made by the GOVERNMENT in accordance with
Article 15.6, the CONTRACTOR shall then have sixty (60) days to make necessary
comections, adjustments or amendments or to present its comments in wriling or
request 2 meeting with the GOVERNMENT. The GOVERNMENT shall within
thirty (30) days of the CONTRACTOR's response, notify the CONTRACTOR in
writing of its position on the comrecti adj amendments or comments. 1§
thereafter there still exists a disagreement between the GOVERNMENT and the
CONTRACTOR, the dispute will be settled in accordance with Amicle 15.9.

In addition to the annual statements of Petroleum Costs as provided in Article 15.2,
the CONTRACTOR shall provide the GOVERNMENT with such production

statements and reports, as required pursuant to Article 16.3.
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159  Any dispute between the Parties under this Article 15 that cannot be settled amicably
within sixty (60) days of the GOVERNMENT s final notice under Article 15,7, may
be submitted to an expert on the request of either the GOVERNMENT or the
CONTRACTOR in accordance with the provisions of Article 42.2. Notwithstanding
the provisions of Article 42, in this specific instance the decision of the expert shall
not necessarily be final and either Party may decide to submit the matter to arbitration
in accordance with the provisions of Article 42.1.

ARTICLE 16 - CONTRACTOR'S RIGHTS AND OBLIGATIONS

Permanent Representative

16.1  If mot done already, within minety (90) days following the Signature Date, each
CONTRACTOR Entity shall open an office and appoint a permancnt represcntative
in the Kurdistun Region, who may be contacted by the GOVERNMENT with regard
to any matter relating w this Contract and will be cntitled to reccive any
correspondence addressed to such CONTRACTOR Entity.

Conduct of Petroleum Operations

16.2  The CONTRACTOR shall carry out all Petroleum Operations in accordance with the
provisions of this Contract, prudent international petroleum industry practice and
applicable Kurdistan Region Law.

The CONTRACTOR shall be responsible for the conduct, management, control and
administration of Petroleum Operations and shall be entitled to conduct Petroleum
Operations i accordance with the provisions of this Contract. In conducting its
Petroleum Operations, the CONTRACTOR shall have the right to use any Affiliate
of cach CONTRACTOR Entity, its and their Subcontractors, and the employees,
consultants, and agents of each of the foregoing. The CONTRACTOR and ull such
Persons shall at all times have free nccess 10 the Contract Area and any Production
Arcas for the purpose of carrying out Petroleum Operations.

Information and Reports

163 The CONTRACTOR shall provide the GOVERNMENT with periodic data and
activity reporis relating to Peiroleum Opcrations. Said reports shall include detzils of
the following:

(2)  information and data regarding all Exploration Operations, Development

Operations and Production Operations (as lpphuhklp:ﬁrudﬁrm. the
Calendur Y ear, including any quantitics of Petroleum produced and sold;

(k) data and mformation regarding any transportation facilities built and operated
by the CONTRACTOR;
a statement specifying the number of personnel, their title, their nationality as
well as a report on any medical services and equipment made available to such
personnel; and
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(d)  a descriptive statement of ull capital assets acquired for the Petroleum
Operations, indicating the date and price or cost of their acquisition.

ment for um 5

16.4  The CONTRACTOR may freely use any Petroleum produced within the Contract
Area for the Petroleum Operations.

16.5 The CONTRACTOR shall at all times provide reasonable assistance s may
reasonably be requested by the GOVERNMENT during its review and verification
of records and of any other nformation relating to Petroleum Operations at the
offices, worksites or any other facilities of the CONTRACTOR.

Upon giving reasonable prior notice to the CONTRACTOR. the GOVERNMENT
may send a reasonable number of representatives to the work-sites or any other
facilities of the CONTRACTOR in the Kurdistan Region to perform such reviews
nnd verifications. The representatives of the GOVERNMENT shall ot all times
comply with amy safety rcgulations imposcd by the CONTRACTOR and such
reviews and verifications shall not hinder the smooth progress of the Petroleum

Operations.

Access to Facilities
166  For the performance of the Petroleam Operations, the CONTRACTOR, any Affiliate

of each CONTRACTOR Entity, sts and their Subcontractors and the employees,
consultants and agents of cach of the foregoing shall at all times be granted free
nccess 10 the Contract Arca and to any facilities for the Petroleum Operations located
within or outside of the Contract Arca or within or outside the Production Arca, for
the purpose of carrying out the Petroleum Operations.

Use of Facilifies

16.7  Upon notice from the GOVERNMENT, the CONTRACTOR shall make available
to a reasonable number of representatives of the GOVERNMENT those of the
CONTRACTOR s facilities which are necessary to enable such representatives to
perform their tasks related to this Contract and the Kurdistan Region Ol and Gas Law
including, in case of works to be performed on work siles, iransporation,
sccommodation and board, under the same conditions as those provided by the
CONTRACTOR for its own personnel.

Notwithstanding Article 16.8, the GOVERNMENT shall indemnify and hold
harmless each CONTRACTOR Entity against all losses, dumages and liability
arising under any claim, demand, action or proceeding brought or initiated against any
CONTRACTOR Entity by any representative of the GOVERNMENT in connection
with the access to or use of the facilities by such representatives,
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Loss or Damage

16.8  The CONTRACTOR shall be responsible for any loss or damage caused to third
parties by its or its Subcontractors personnel solely and directly resulting from their
negligence, emors or omissions in accordance with applicable Kurdistan Region Law.

Intellectual Property Rights

16.9  In its Petroleum Operations, the CONTRACTOR shall respect any patents belonging
to third parties.

Litigption

16.10 The CONTRACTOR shall as soon as reasonably practicable inform the
GOVERNMENT of any material litigation relating to this Contract.

16.11 The CONTRACTOR shall implement a health, safety and environment program and
take necessary measures to ensure hypgiene, health and safety of its personnel carrying
out Petroleum Operations in accordance with prudent international petroleum industry
practice.

Said measures shall include the following:

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

() reporting o the GOVERNMENT within seventy-two (72) hours of such

ident, any accident where f el has been injured while engaged in

Petroleum Operations and resulting in such personne| being unable to retum o
work;

implementing a permit-to-work procedure around hazardous equipmemt and
bl i

dangerous prodicts used in the operations:

supplying fire-cxtinguishing equipment in cach work arca;

for the of taking control of any blowout or fire which could damage
ﬂ;mmlum:;m:‘rmm;wﬂ[IHmMnﬂ

petroleum industry practice; and

for the purpose of preventing any involuntary injection of fluids in petroleum
formations and production of Crude Oil and Natwral Gas at rates that do not

conform to prudent international petroleum industry practice.
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Production Rates

16.12 Subject to Article 432, in the event the production rate of the individual wells and
Reservoir of a Petroleum Field is to be set below the Maximum Efficient Rate
{“MER") for the Reservoir, as provided for in the Development Plan, as a
consequence of a decision by the GOVERNMENT or any federal or international
regulatory body, the GOVERNMENT undertakes o allocate any such reduction
fairly and equitably among the vanous operators (including the GOVERNMENT)
then producing in the Kurdistan Region. pro rta their respective production rates. In
such event, the GOVERNMENT shall grant an extension of the Development Period
of any Production Area so affected for a reasonable period of ime i order to produce
the Petroleum which would otherwise have already been produced, had the MER for
the individual wells and Reservoir of the Petroleum Field been maintained,

Legal Status

16.13 The respective nights, dutics, obligations and liabilitics of the CONTRACTOR and
the GOVERNMENT under this Contract are to be understood as being separate and
individual and not joint and several. As between the CONTRACTOR on the one
hand and the GOVERNMENT on the other hand, the Partics agree that this Contract
shall not create and shall not be deemed to have created a parinership or other form of
association between them.

16.14 The GOVERNMENT and cach CONTRACTOR Entity shall have the right and the
abligation to take in kind and separately sell or otherwise dispose of their respective
shares of Petroleum. Upen approval of the Development Plan, the Partics shall meet
a8 soon as practicable to reach a detailed agreement governing the lifting of Petroleum
by each such CONTRACTOR Entity. Such lifting agreement shall include the
following:

(2} the obligation of the GOVERNMENT and cach CONTRACTOR Entity to
lift, regularly throughout each Calendar Year, their share of Petroleum
produced from the Production Area;

(b} naotification procedures by the Operator to the GOVERNMENT and each
CONTRACTOR Entity regarding entitlements and availability of Petroleum
for lifting by each Party during ench lifting period and nominations by each
Party; and

(ch  the right of the Partics to lifi uny Available Petroleum not scheduled for lifting
and‘or not lifted by the other Party during cach such lifting period.

Kurdisian Region Consumption Requirements

16.15 The CONTRACTOR Entities shall sell and transfer to the GOVERNMENT, upon
written request of the GOVERNMENT, any amounts of Crude Ol that the
GOVERNMENT shall deem neccessary lo meet Kurdistan Region  internal
consumption tequirements, The sules prnce of such Crude Ol shall be the

45
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International Market Price. The GOVERNMENT shall provide the
CONTRACTOR Entities with not less than six (6) Months' advance written notice of
its inteation to buy such Crude Ol

Payments shall be made in Dollars and otherwise on terms consistent with prud

international petroleum industry peactice. The CONTRACTOR Entities’ obligation
to sell Crude Oil to the GOYERNMENT shall be, with the other operators (including
the GOVERNMENT) then producing in the Kurdistan Region, pro rata to their

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

ARTICLE 17 - USE OF LAND AND EXISTING INFRASTRUCTURE

The GOVERNMENT shall make available to the CONTRACTOR any land or
property in the Kurdistan Region required for the Petroleum Operations; provided,
however, the CONTRACTOR shall not request to use any such land unless there is a
real need for it The CONTRACTOR shall have the right w build and maintain,
above and below ground, any facilitics required for the Petrolcum Operations.

If it becomes necessary for conduct of the Petroleum Operations o occupy and use
any land or property in the Kundistan Region belonging to third parties, the
CONTRACTOR shall endeavour to reach amicable agreement with the owners of
such land. If such amicable agreement cannot be reached, the CONTRACTOR shall
notify the GOVERNMENT. On receipt of such notification:

(a) the GOVERNMENT shall determine the amount of compensation to be
by the CONTRACTOR to the owner. if occupation will be for a shont
duration; or

the GOVERNMENT shall expropriate the land or property in accordance
with applicable Kurdistan Region Law, if such occupation will be long lasting
or makes it henceforth impossible to resume original usage of such land or
properly. Any crty rights shall be acquired by and recorded in the name
of the GOVERNMENT, but the CONTRACTOR shall be entitled free use
of the land or property for the Petroleum Operations for the entire duration of
this Contract.

The amount of the compensation in Article 17 2(a) shall be fair and rcasonable, n
accordance with Article 29 of the Kurdistan Region Oil and Gas Law, and shall take
into account the rights of the owner and any effective use of the land or propenty by
its owner at the time of occupation by the CONTRACTOR. All reasonable costs,
expenditures and fair and reasonable compensation {as required pursuant to Article 29
of the Kurdistan Region Oil and Gas Law) which results from such expropriation
shall be bome by the CONTRACTOR. For the avoidance of doubt. such costs.
expenses and compensation incurred by the CONTRACTOR shull be considered
Petroleum Costs and shall be recovered by the CONTRACTOR m accordance with
the provisions of Articles | and 25.
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For its Petroleum Operations, the CONTRACTOR shall have the right in the
Kurdistan Region to use, subject to applicable Law, any railway, mamway, road,
airport, landing field, canal, river, bridge or waterway, any telccommunications
network and any existing pipelines or transportation infrastructure, on terms ne less
favourable than those offered to other entities and, unless gencrally n force, to be
mutually ugreed.

Under national emergencies due to environmental catastrophe or disaster, or internal
or external war, the GOVERNMENT shall have the right to request to use any
transportation and communication facilitics installed by the CONTRACTOR. In
such cases, the request shall originate from the Minister of Natural Resources. For the
wvoidance of doubt, such costs, expenses or liabilities incurred by the
CONTRACTOR hereunder shall be considered Petroleum Costs and shall be
recovered by the CONTRACTOR in accordance with the provisions of Articles 1
and 25,

For its Petroleum Operations, the CONTRACTOR shall have the right in the
Kurdistan Region to clear land, excavate, drill, bore, construct, erect, place, procure,
operite, emil and discharge, manage and maintain ditches, tanks, wells, trenches,
access roads, excavations, dams, canals, water mains, planis, reservoirs, basins,
storage and disposal facilities, primary distillation wnits, extraction and processing
units, separation wnits, sulphur plants and any other facilitics or installations for the
Petroleum Operations, in addition to pipelincs, pumping stations, gencrators, power
plants, high voltage lines, telephone, radio and any other telecommunications systems,
as well as warchouses, offices, sheds, houses for personmel, hospitals. schools,

premises, dikes, vehicles, milways, roads, bridges, airlines, airports and any other
mmhhlhs.mhmmmm.rqﬂrmqnﬂuy
other auxiliary facilities for the Petroleum Operations and. gemerally, everything
which is required for its performance of the Petrolewn Operations. The
CONTRACTOR shall have the right to select the location for these fucilities.

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

The CONTRACTOR shall have the right in the Kundistan Region to take or use any
water mecessary for the Petroleum Operations provided it does not damage any
existing irrigation or navigation systems and that land, houses or walering points
belonging to third partics are not deprived of their use.

The GOVERNMENT shall have the right in the Kurdistan Region to build, operate
and mantain roads, railways, airperts, landing stnips, canals, bridges, protection dams,
police stations, military installations, pipelines and telecommunications networks in
the Contruct Arca, provided this docs not increase the costs, or compromise or have a
matcrial adverse cffect on the performance of the Petrolcum Operations.  If the
consiruction. operation and maintenance of such facilities by the GOVERNMENT
results in increased cost or expense for the CONTRACTOR then, for the avoidance
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of doubt, such cost and expense shall be considered Petroleum Costs and shall be
recovered by the CONTRACTOR in accordance with the provisions of Articles 1
and 25.

Upon request of the CONTRACTOR, the GOVERNMENT shall prohibit the
construction of residential or commercial buildings in the vicinity of facilities used for
the Petroleum Operations that may be declared dangerous due to the Petroleum
Opetations and to prohibit any interference with the use of any facilities required for
the Petroleum Operations.

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

The GOVERNMENT shall give the CONTRACTOR adequate advance notice of
any Access Authorisation in respect of the Contract Area and shall not grant any
Access Authorisation in respect of the Contract Area until it has taken into account
any submissions made by the CONTRACTOR nor in such a way that there is undue
interference with or hindrance of the rights and activitics of the CONTRACTOR.

ARTICLE 18 - ASSISTANCE FROM THE GOVERNMENT
To the extent allowed by Kurdistan Region Law and Iraq Law and at the specific

request of the CONTRACTOR, the GOVERNMENT shull take all necessary steps
to assist the CONTRACTOR Entitics in, but not limited to, the following arcas:

(a)  sccuring any neccssary Permits for the use and insullation of means of
transportation and communications;

(b} secuning regulatory Permits in matters of customs or import'export;

(e}  securing entry and exit visas, work and residence permits as well as any other
administrative Permits for each CONTRACTOR Entity's. its Affiliate’s and
its Subcontractors’ forcign personnel (including their family members)
working in the Kurdistan Region and any other part of lmq during the
implementation of this Contract:

ing any ¥ Permits to send Abroad documents, data or samples for
analysis or processing for the Petroleun Operations;

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

securing any necessary environmental Permits;
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(g)  obtaining any other Permits requesied by any CONTRACTOR Entity for the
Petroleum Operations;

(hy  access to any existing data and information, including data and information
relating to the Contract Area held by previous operators or contractors; and

(1} providing all necessary security for Petroleum Operations.

Within the scope of services to be provided under this Article 18, reasonable and duly
Jjustified expenses incurred by the GOVERNMENT or paid to third parties shall be
charged to the CONTRACTOR and shall be considercd Petroleum Costs and shall be
recovered by the CONTRACTOR as Petroleum Costs in sccordance with the
provisions of Articles | and 25.

ARTICLE 19 - EQUIPMENT AND MATERIALS

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

Said Equipment and Materials shall be provided by the CONTRACTOR in
accordance with the relevant Work Programs and Budgets.

As soon as possible after the Signature Date, the CONTRACTOR shall provide the
Management Committee with a copy of its procedures for procurement of Equipment
and Materials andior services for the Petroleum Operations as required by the
provisions of Article 8.2 (e), including the criteria for tender evaluation, which
procedures and eriteria shall be in accordance with prudent intermational petroleum
industry practice. If the Management Committee docs not request any modifications
to the procurement procedures within thirty (30) days after receiving such procedures,
the procedures shall be deemed approved by the Management Commiltee.

Thmmmtlhﬂwpnnuwﬁqipmﬂuﬁmﬂﬂutmﬁlly

technical terms are comparable in all material respects with those generally available
in the intenational petroleum industry.

ARTICLE 20 - TITLE TO ASSETS

During the Exploration Period, any Asscts acquired by the CONTRACTOR for the
Petroleum Operations shall remain the property of the CONTRACTOR. the
CONTRACTOR Entitics, their Affiliates or their Subcontractors, as the case may be.

During the Development Period, subject to Article 21, all Asscis acquired by the

CONTRACTOR for the Petroleum Operations shall become the property of the
GOVERNMENT upon the completion of the recovery of the costs of all such assets
by the CONTRACTOR, or the end of the Contract, whichever is the carlier.
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The provisions of Anicle 20.2 shall not apply to any Assets leased by the
CONTRACTOR or belonging to an Affilated Company of a CONTRACTOR
Entity or belonging to its or their Subcontractors or its or their employees.

ARTICLE 21 - USE OF THE ASSETS

Esch CONTRACTOR Entity shall have the exclusive right to use, free of any
charge, all Assets described in Article 20, both before and after recovery of the cost of
the same, for the Petroleum Operations, as well as for any petroleum operations under
other agreements in the Kurdistan Region to which it or any of its Affiliates is a party,
not to transfer or otherwise dispose of any of such Assets without the
CONTRACTORs prior writien approval.

The CONTRACTOR may frecly move to the Contract Area any Assets from any
relinquished portion of the Contract Arca, or from any other arca in the Kurdistan
Region.

ARTICLE 22 - SUBCONTRACTING

The CONTRACTOR shall ensure that any Subcontructors it engages have all the
requisite experience and qualifications.
The CONTRACTOR shall give priority to Subcontraciors from the Kurdistan

Region and other parts of Imag to the extent their competence, rates, experience,
reputation, qualifications, specialties, credit mmglldlﬂ'mnfmlﬁﬂhy delivery
and other commercial terms are, in the CONTRACTOR s sole opinion, comparable
in all material respects with those provided by forcign companics operating in the
international petroleum industry. Such Subconiractors must be bona fide Kurdistan
Region companies not related to any Public Officer, directly or indirectly, and must
have all necessary resources and capacity.

Selection of Subcontractors shall take place in accordance with the procurement
procedures submitted by the CONTRACTOR to the Munagement Committee in
accordance with Article 19.3 and approved by the Management Committee.

The CONTRACTOR shall provide the GOVERNMENT with copics of agreements

catered into with Subcontractors, where their amount exceeds the imit sct by the
Management Committee from time 1o time.

ARTICLE 23 - PERSONNEL, TRAINING, AND TECHNOLOGICAL ASSISTANCE

Personnel

231 For the Petroleum Operations, the CONTRACTOR shall give, and shall require its
Subcomtractors to give, preference to persomnel from the Kurdistan Region and other
parts of Irag to the exient such personnel have the technical capability, qualifications,
competence and experience required to perform the work
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232 The CONTRACTOR Entities shall give due consideration to the secondment of
GOVERNMENT  personnel to the CONTRACTOR Entities and of the
CONTRACTOR Entities” personnel to the GOVERNMENT during the various
phases of the Petroleum Operations. Terms and conditions for such secondment shall
be mutually agreed by the Parties and amy costs associated therewith shall be
considered Petroleum Costs and shall be recovered by the CONTRACTOR in
accordance with the provisions of Articles 1 and 25,

Each CONTRACTOR Entity and its Affilistes and Subcomractors shall have the
right to hire foreign personnel whenever the personnel from the Kurdistan Region and
other paris of lrag do not have the requisite technical capability, qualifications or
experience for positions to be filled as required pursuant to Anticle 23.1. In the event
any such forcign personnc| andior a member of their family engage m activitics or
commit acts which breach Kurdistan Region Law, the CONTRACTOR shall, at the
request of the Management Committee, take the necessary steps to repatriate such
individual(s).

Commencing with the third Contract Year, the CONTRACTOR shall provide two
hundred and fifty thousand Dollars {US$250,000) within nincty (90) days of the start
of the applicuble Contract Year to the GOVERNMENT for the recruitment or
secondment of personnel, whether from the Kurdistan Region or other parts of Irag or
Abrond, w the Ministry of Natural Resources, provided that, for the third Contract
Year, such amount shall be provided within ninsty (90) days of the Signature Date.
The selection of such personnel shall be at the discretion of the Minister of Natural
Resources. Such costs shall be considered as Petroleum Costs and shall be recovered in
accordance with the provisions of Articles | and 25.

Training

23.5 In a planned way. in accordance with the provisions of this Article 23.5 and Articles
236 and 237, the CONTRACTOR shall train all its personne! from the Kurdistan
Region and other parts of lraq directly or indirectly involved in the Petroleum
Operations  for the purpose of improving their knowledge and professional
qualifications in order that such personnel gradually reach the level of knowledge and
pmﬂ:lmnﬂ qualification held by the CONTRACTOR Entities” forcign workers

with an cquivalent résumé. Such training shall also include the transfer of knowledge
of petroleum technology and the necessary management experience so as to enable
the personnel from the Kurdistan Region and other pars of Img to apply advanced
and appropriate technology in the Petroleum Operations, to the extent permitted by
applicable Law and ngreements with third parties, and subject to appropriste
confidentiality agreements.

In addition to the requirements of Article 23.1, the recruitment, integration and
tramning of the CONTRACTOR Entities’ personnel from the Kurdistan Region and
other parts of Iraq shall be planned, which plans shall be submitted to the
Management Committee for its approval. The training plan shall take into
consideration the requirements of Article 23.5 and may include training for the
GOVERNMENT's personnel, depending on the extent o which the amount
allocated to the training plan, as prescribed by Article 23.7, is available after taking
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into consideration the training of the CONTRACTOR Entitics” Kurdistan Region
and other Iragi personnel.

Within ninety (90) days of the Signature Date, the CONTRACTOR shall submit to
the Management Commuttee a proposed trainmp plan for the remainder of the
Calendar Year. Thercufier, no later than 1 October in cach Calendar Year, the
CONTRACTOR shall submit a proposed tmining plan to the Management
Committee for the following Calendar Year.

The traming plan referred to in Article 23.6 shall provade for the allocation to the
GOVERNMENT of the amount of one hundred and fifty thousand Dollars
(US$150,000) for cach Contract Year commencing with the third Contract Year during the
Exploration Period and three hundred thousand Dollars {US$300,000) for each Contract
Year during the Development Period, payable within nincty (90) days of the stant of the
applicable Contract Year, provided ehat, for the third Contract Y ear, such amount shall be
payable within ninety (90) days of the Signature Dae..

Each CONTRACTOR Entity shall be responsible for the training costs which it may
incur in respect of the personnel it employs from the Kurdistan Region and other parts
of Irag. All such reasonable costs shall be considered as Petroleum Costs and shall be
recovered in aceordance with the provisions of Articles 1 and 25. Costs incurred by
the CONTRACTOR for training programs for the GOVERNMENT's personnel
shall be borne by the CONTRACTOR only to the extent that they are included i the
CONTRACTOR's training plan, pursuant to Article 236 and shall also be
considered as Petroleum Costs and shall be recovered in accordance with the

provisions of Asticles | and 25. The cost of all other training programs for the
GOVERNMENT's personnel shall be the GOVERNMENT s responsibility.

The Environment Fund

239  The CONTRACTOR shall contribute the amount of one hundred and fitty thousand
Dollars (USS150,000) for cach Contract Year commencing with the third Contract Year
during the Exploration Period and three hundred thousand Dollars (US$300,000) for each
Contract Year during the Development Period, payable within ninety (90) days of the
start of the applicable Contract Year (but, for the third Contract Year, payable within
nincty {90) days of the Signature Date), into the environment fund established by the
GOVERNMENT for the benefit of the natural environment of the Kurdistan Region,
pursuant to the Kurdistan Region Oil and Gas Law (the “Environment Fund™). Such
amounts shall be deemed to be Petroleum Costs and shall be recovered in accordance
with Articles | and 25.

Any expenditure incurred by the CONTRACTOR under this Article 23 shall be
considered Petroleum Costs and shall be recovered in sccordance with Articles 1 and
25,

Techuological sud logistical assistamce

23,11 Before the end of the third Contract Year, the CONTRACTOR shall provide to the
GOVERNMENT technological and logistical assistance to the Kurdistan Region
petroleum seclor, including geological computing hardware and software and such

2
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other equipment as the Minister of Natural Resources may require, up to the value of
one million Dollars (USS1,000,000), The form of such assistance shall be mutually
agreed by the Partics and any costs associated therewith shall be considered
Petroleum Costs and shall be recovered by the CONTRACTOR i accordance with
the provisions of Articles | and 25.

ARTICLE 24 - ROYALTY

The CONTRACTOR shall pay to the GOVERNMENT 2 portion of Petroleum
produced and saved from the Contract Aren, as provided in this Anicle 24 (the

“Royalty”).

The Royalty shall be applied on all Petroleum produced and saved from the Contract
Area which is Crude Oil or Non-Associated Natural Gas, except for Petroleum used in
Petroleum Operations, re-injected in a Petroleum Field, lost, flared or for Petroleum
that cannot be wsed or sold and such Crude Oil and Mon-Associsted Natural Gas
iexcluding the excepted Petroleum) shall be referred to collectively as “Export
Petroleum™ and separately and respectively as “Export Crude O" and “Export
Non-Associated Natural Gas™.

If payable in cash, the amount of the Royalty caleulated by applying the Royalty rates
provided under Article 24.4 shall be paid by the CONTRACTOR as directed by the
GOVERNMENT, in accordance with Article 24.7.

If payable in kind. the quantity of Expont Petroleum corresponding 1o the Royalty and

calculated by applymg the Royalty rates provided under Article 24.4 shall be
delivered in kind by the CONTRACTOR to the GOVERNMENT at the Delivery
Point. Title and risk of loss of the Royalty paid in kind shall be wransferred at the
Delivery Point.

Unless the GOVERNMENT requires the Royalty o be paid in kind, by giving the
CONTRACTOR not less than nincty (90) days prior written notice prior fo the
commencement of the relevant Quarter, the GOVERNMENT shall be deemed o
have elected to receive the Royalty in full and in cash for the relevant Quarter.

The Royalty due on any Export Petroleum produced and saved in the Contract Area
shall be determined daily by applving the following relevant Royalty rate, to the
Export Crude Oil or to the Export Non-Associated Natural Gas (as the case may be)
produced and saved on that day:
(n) For Export Crude (il:

the Royalty rate for Export Crude Oil shall be ten per cent (10%), which, for
the avoidance of doubt, shall apply regardless of the gravity of the oil; and

For Export Non-Asseciated Natural Gas:

the Royalty rate for Export Non-Associated Nutural Gas shall be ten per cent
(10%).
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Associated Natural Gas and any other Petroleum shall be exempt from any Royalty.

If. pursuant to Article 24.3, the GOVERNMENT receives the Royalty in kind. and
pursuant to Article 28, the GOVERNMENT requesis assistance for the sale of all or
pant of the Royalty received in kind, each CONTRACTOR Entity shall assist the
GOVERNMENT in selling all or part of such Royalty received in kind (belonging to
the GOVERNMENT) in consideration of a commission per Bamrel payable to such
CONTRACTOR Entity, in accordance with Article 28.

If, pursuant to Article 24.3, the GOVERNMENT receives the Royalty m cash;

(s} any Export Crude Oil shall be valued at the Intemmational Market Price
obtained at the Delivery Point, as defined i Article 27.2;

(b)  any Export Non-Associated Natural Gas shall be valued at the actual price
obtained at the Delivery Point under an approved contract, as provided in
Article 27.3;

the CONTRACTOR shall pay such Royalty each Quarter, in arrears, within
thirty (30} days of the end of cach Quarter, and shall calculate the payment
due for the relevant Quarter by reference to the price for the Export Petroleum
IHMIWMM-MWHLW(I;MIH
above, and the Royalty due on the Export Petroleum, determined in
accordance with Anticle 24.4, for the said Quarter; and

the CONTRACTOR Entities shall be entitled to export freely the volume of
Export Petroleum comresponding to the Royalty determined in accordance with
Article 24 4 for the purpose of paying the Royalty in cash.

ARTICLE 25 - RECOVERY OF PETROLEUM COSTS

All Export Crude Oil produced and saved from the Contract Area shall, after
deduction of any quantities of Export Crude Oil due for Royalty pursuant to Anticle
24, be considered as “Available Crude Oil”.

Associated Natural Gas which is used in Petroleum Operations, re-injected in a
Petroleum Ficld, lost, flared or canmot be used or sold, shall be considered as
“Available Associated Natural Gas™.

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

“Available Petroleam” means Available Crude Oil, Available Associated Natural
Gias and Available Non-Assoctated Natural Gas.

For the purpose of this Article 25;
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any Available Crude Oil shall be valued at the Intemational Market Price
obtained at the Delivery Point, as defined in Anticle 27.2; and

(k) any Available Associated Natwral Gas and any Available Non-Associated
Natural Gas shall be valued at the actual price obtained at the Delivery Point
under an approved contract, as provided in Anticle 27.3.

Subject to the provisions of this Contract, from the First Production in the Contract
Area, the CONTRACTOR shall at all times be entitled to recover all Petroleum
Costs incurred under this Contract, of up to forty-five per cent (45%) of Available
Crade 04l {which, for the avoidunce of doubt, shall apply regardless of the gravaty of
the oil) and Available Associated Natwral Gas, produced and saved within any
Calendar Year. Available Crude Oil above this percentage or otherwise not used for
the recovery of Petroleum Costs shall be Profit Crude Oil.

Subject to the provisions of this Contract, from First Production in the Contract Area.
the CONTRACTOR shall at all times be entitled to recover all Petroleum Costs
incurred under this Contract of up to fifty-five per cent (55%) of Available Non-
Associated Natural Gas produced and saved within any Calendar Year. Available
Non-Associated Natural Gas above this percentage or otherwise not used for the
recovery of Petroleum Costs shall be Profit Natural Gas.

For the application of Article 25.3 and 254, the CONTRACTOR shall keep 2
detailed account of Petroleum Costs in accordance with the provisions detailed in the
Accounting Procedure. Recovery of Petroleum Costs shall occur in the following

(2} Production Costs;
(b} Exploration Costs {including sppraisal costs and further exploration within the
Contract Area);

Gas Marketing Costs;
(d)  Development Costs; and
(e} Decommissioning Costs,

Total recovery of Petroleum Costs during any Calendar Year, expressed in quantitics
of Petrolcum, shall not exceed the relevant percentages indicated in Articles 25.3 and
254, If in any Calendar Year, the Available Crude Oil and/or Available Non-
Associated Natural Gos do not allow the CONTRACTOR 1w recover all s
Petroleum Costs pursuant to this Article 25, the amount of wn-recovered Petrolcum
Costs in such Calendar Yenr shall be carried forward indefinitely to the subsequent
Calendar Years until all Petroleum Costs are fully recovered, but, save as provided in
Anmticles 14.10 and 38 4, in no other case after the termination of the Contruct.

The provisions of Articles 27.5 and 27.6 shall be applied to determine the quantitices
of Available Crude Oil and/or Available Non-Associsted Natural Gas due to the
CONTRACTOR for the recovery of its Petroleum Costs.
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258 The quantities of Petroleum corresponding to the share of Availuble Petroleum due o
the CONTRACTOR for the recovery of its Petroleum Costs shall be delivered to the
CONTRACTOR at the Delivery Point. Title and risk of loss of such Available
Petroleum shall be transferred at the Delivery Point.

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

Subject to Article 384, for the avoidance of doubt, Petroleum Costs under this
Contract arc not rccoverable agamst other contract arcas held by  the
CONTRACTOR.

ARTICLE 26 - SHARING OF PROFIT PETROLEUM
Under this Contract,
() “Profit Petroleum” means Profit Crode Oil and Profit Natural Gas;
(b}  “Profit Crode Oil" mcans the quanttics of Available Crude Oil and

Aviilable Associated Natural Gas produced from the Contract Arca, after the
recovery of Petroleum Costs, in accordance with Articles 1 and 25; and

(c)  “Profit Natural Gus™ means the quantities of Available Non-Associated
Natura| Gas produced from the Contract Area, after the recovery of Petroleum
Costs in accordance with Articles | and 25,

From First Production and as and when Petroleum is beng produced, the
CONTRACTOR shall be entitled to take a percentage share of Profit Crude Oil
and/or Profit Nawral Gas, m consideration for its investment in the Petroleum
Opetations, which percentage share shall be determined in accordance with Article
26.5,

To determine the percentage share of Profit Crude Oil and/or Profit Natural Gas to
which the CONTRACTOR is entitled, the “R™ Factor shall be calculated in
accordance with Article 26.4 and shall be applicd to the Contract Arca.

The “R™ Factor shall be calculated as follows:

R=X/Y

where:

X: s equal to Cumulative Revenues actually received by the CONTRACTOR;
¥: s egual to Cumulative Costs actually incurred by the CONTRACTOR.
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For the purpose of this Article 26.4:

“Cumulative Revenues™ means total Revenues, as defined below, received by the
CONTRACTOR until the end of the relevant Semester, determined in accordance
with Article 26.7.

“Revenues™ means the totsl amount actually received by the CONTRACTOR for
recovery of its Petroleum Costs and its share of Profit Petroleum in the Contract Area.

“Cumulative Costs” mecans all Petrolcum Costs actually incurred pursuant to this

Contract by the CONTRACTOR until the end of the relevant Semester, determined
in accordance with Article 26.7.

Notwithstanding the foregoing provisions of this Article 26.4, for the period from
First Production until the end of the Calendar Year in which First Production occurs,
the “R* Factor shall be deemed to be less than one (1)

The share of Profit Petroleum to which the CONTRACTOR shall be entitled from
First Production is:

{a}  for Profit Crude Oil, equal 1o the quantities of Petroleum resulting from the
application of the relevant percentage as indicated below to the daily volume
of production of Profit Crude ©Oil within the Contract Arca atr the
corresponding Delivery Point:

“R™ Factor CONTRACTOR’s % Share of Profit Crode Oil
R<ar=1 30ty

l<R<or=2 30% - (30% - 16%) x (R-1)

R>2 16%

and

for Profit Nawral Gas, cqual to the quantities of Non-Associated Natural Gas
resulting from the application of the relevant percentage as indicated below
the daily volume of production of Profit Natural Gas within the Contract Area
at the cormesponding Delivery Point:

“R” Factor CONTRACTOR's % Share of Profit Natural Gas
R<or=1 40%

1 < R<or= 275 40% - (40% - 20%) x (R-1.0000)

R >275 2%

26,6 The CONTRACTOR's accounting shall account separately for all components for
the calculation of “X™ and “Y™ values in the formula provided in Article 26.4.
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26.7  For euch Semester, starting from the 1% of January of the Calendar Year following the
Calendar Year in which First Production occurs, the CONTRACTOR shall ealculate
the “R™ Factor applicable to the relevant Semester within thirty (30) davs of the
heginning of such Semester. The "R™ Factor (o be applied during a Semester shall be
that determined by applying the Cumulative Revenues actually received and the
Cumulative Costs sctually incurred up to and including the last day of the preceding
Semester.

If the CONTRACTOR is unable to calculate the "R™ Factor for the relevant
Semester before an allocation of Profit Petroleum for such Semester must be made,
then the allocation of Profit Petroleum for the previous Semester shall be used for the
relevant Semester. Upon the calculation of the “R™ Factor for the relevant Semester:

ta)  if the allocation of Profit Petroleum m the previous Semester and the relevant
Semester is the same, then no adjustment shall be made; and

(h) if the allocation of the Profit Petroleum in the two Semesters is different, then
the CONTRACTOR shall make any adjustments to the Parties' respective
shares of Profit Petroleum to restore them to the position that they would have
been in had the “R”™ Factor for the relevant Semester been available from the
start of such Semester.

If at any time an crror occurs in the calculanon of the “R™ Factor, resulting in a
change in the CONTRACTOR's percentage share of Profit Crude Oil andior Profit
Natural Gas, the necessary comection shall be made and any adj shall apply
from the Semester in which the emor occurred. The Party having benefited from a
surplus of Profit Petroleum shall surrender such surplus to the other Party, beginning
from the first day of the Semester following the Semester in which the eror was
recognised. However, cach lifting of Petroleum relating to such error by the Party
receiving the surplus shall not exceed twenty-five per cent (25%) of the share of Profit
Petroleum to which such surrendening Party is entitled. For the avoidance of doubt, if
ot any time an emmor occurs in the calculation of the “R" Factor, which does not result
in a change in the CONTRACTOR’s percentage share of Profit Crude Oil and/or
Profit Natural Gas, no correction shall be made.

The quantitics of Profit Petroleum due 1o the CONTRACTOR shall be delivered
the CONTRACTOR Entitics at the Delivery Point. Title and risk of loss of such
Profit Petroleum shall be transferred to the CONTRACTOR Entitics at the Delivery
Pomt.

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

The share of the Profit Petroleum 1o which the GOVERNMENT is entitled in any
Calendar Year in accordance with Article 26.5 shall be decmed to include a portion
representing the corporate  income lax imposed upon and due by each
CONTRACTOR Entity, -ﬂ-hiclwilb:pddumﬁlyhyhmmmu
behalf of each such entity representing the CONTRACTOR to the

nuthoritics in accordance with Article 31.2. The GOVERNMENT shall provide Ille
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CONTRACTOR Entities with all wrilten documentation and evidence reasonably
required by the CONTRACTOR Entities to confirm that such corporate mcome tax
has been paid by the GOVERNMENT.

The quantities of Profit Petroleum due to the GOVERNMENT shall be delivered to
the GOVERNMENT m the Delivery Point.  Title and risk of loss of such Profit
Petroleum shall be transferred at the Delivery Point.

Al least twenty-one (21) days prior 10 CONTRACTOR's estimated date of First
Production and, subscquently, thirty {30) days prior to the begmning of cach
Semester, the CONTRACTOR shall prepare and deliver to the GOVERNMENT a
production program comprising the production forecast for the next Semester and the
Wmﬁﬁwﬂm&MMNmﬂﬁnmwﬂ&MPmﬂllh
entitled during the said Semester.

Within ninety (90) days following the end of each Calendar Year. the
CONTRACTOR shall prepare and deliver an annual production report 1o the
GOVERNMENT, stating the quantities of Crude Oil and Natural Gas to which cach
F-wnnndd,ﬁethund’ﬁuh&lmdﬂmﬂﬂuuhdbyuﬂhtyﬂ

the resulting over-lift or under-lift position of each Party, pursuant to the lifting
agreement entered into pursuant to Article 16.14.

Any costs or expenditure incurred by the CONTRACTOR, its Subcontractors or
suppliers relating to the lifting of the GOVERNMENT's share of Petroleum by the
CONTRACTOR shall not be considered Petroleum Costs and shall be charged to the
GOVERNMENT according to terms to be mutually agreed between the
CONTRACTOR and the GOVERNMENT.

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

Valuation

27.1 Fuﬁ: of this Contract, any Crude 0l produced in the Contract Area shall be
valued at the end of each Quarter at the Delivery Point based on the International
Market Price, as defined in Article 27.2.

The “International Market Price” referred to in Anicle 27.1 shall be the weighted
average price per Barrel, expressed in Dollars, obtained by the CONTRACTOR at
the Delivery Point, by netback if necessary, during the Quarter ending on the date of
valuation for Arm's Length Sales of Crude Oil.

The CONTRACTOR shall provide evidence to the GOVERNMENT that the sales
of Crude Oil referred to in Article 27.2 are Arm’s Length Sales.  If the
GOVERNMENT considers that any such sale of Crude Qil is not on the basis of an
Arm'’s Length Sale then the GOVERNMENT has the right 1o refer the matier (o an
expert pursuant to Anticle 42.2.
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In the event that there is no lifting of Crude Oil in the relevant Quarter or no Arm's
Length Sales, the applicable “International Market Price” for such Quarter shall be
the weighted average price per Barrel obtained during that Quarter from Arm's
Length Sales of Crude Oil of the same or similar gravity and quality from other
production arcas sold in markets competing with Crude (il produced from the
Contract Area, taking into account gravity and quality differences and transportation
and other post Delivery Point costs.

To determine such price, the Parties shall, prior 1o the commencement of Production,
agree on a basket of Crude Oil comparsble to those produced in the Contract Area and
sold in the international market. Prices obtained shall be adjusted o sccount for any
variations such as quality, specific gravity, sulphur content, transportation costs,
product yicld, scasonal variations in price and demand, general market trends and
other terms of sale.

The price of Natural Gas shall be the actual price obtained at the Delivery Point,
(which may ke into account quantitics to be sold, quality, geographic location of
markets to be supplied as well as costs of production, transportation and distribution
of Nutural Gas from the Delivery Point to the relevant markel, in accordance with
standard international petroleum industry practice), The GOVERNMENT shall have
the right to review and spprove Natoral Gas sales contracts.

Accounting Statement

274 In accordance with this Aricle 27.4, the GOVERNMENT and the CONTRACTOR
shall establish a statement showing caleulations of the value of Petroleum produced

and sold from the Contract Area. Such statement shall include following information:

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

quantitics of Crude Oil sold by the CONTRACTOR Entitics during the
preceding Month that do not fall in the calegory referred 1o in paragraph (a)
ahove, together with sale prices applied during such Month;

(e}  invemtory in storage belomging o the CONTRACTOR Entities at the
beginning and at the end of the Month; and

(d)  quantities of MNatural Gas sold by the CONTRACTOR Entities and the
GOVERNMENT together with sale prices realised.

Metering

27.5 ANl Export Petroleum shall be metered at the Delivery Point in accordance with
prudent international petroleum industry practice and such meters shall be to fiscal
meter standards. All metering equipment shall be installed and operated by the
CONTRACTOR. The GOVERNMENT shall, on recespt by the CONTRACTOR
of reasonable prior written notice, have the right to inspect any such metering
cquipment installed by the CONTRACTOR, as well as all relevant documents and
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supporting information reasonably necessary 10 validale the accuracy of such
metering. All metering equipment shall be subject to periodic technical inspections in
accordance with prudent international petroleam industry practice.

If any metering equipment is defective, the CONTRACTOR shall use all reasonable
endeavours 10 repair it within fificen (15) days or, if deemed necessary by the
CONTRACTOR, replace it as soon as reasonably practicable from the date the
defect became known. The “Adjustment Date” shall be the last date that the
mietering equipment was known or agreed to have been measuring correctly. or if not
known or agreed, the date that is midway between the date the defect was discovered
and the last date the equipment was known to have measured correctly. The results
from the defective equipment shall be disregarded for the period from the Adjustment
Datc until the date the defective equipment is repawrcd or replaced and the
measurement for such peniod shall be estimated:

ta)  if check measuring equipment is installed and registening accurately, then by
using the measurements recorded by such check measuning equipment;

(h)  if check measuring equipment is not installed or not registering uemly,
then by correcting the emor if the percentage of emor is ascertainable by

verification, calibration or mathematical caleulation; or

if neither method is feasible, then by estimating the volume and/or quantity
delivered based on deliveries during the preceding comparable period of time
when the metering equipment was registered accurately.

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

ARTICLE 28 - SALE OF GOVERNMENT SHARE

Upon the GOVERNMENT's prior written notice of at least nincty (90) days, each
CONTRACTOR Entity shall provide all reasonably necessary assistance to the
GOVERNMENT for the sale of all or part of the quantities of Crude Oil 1o which the
GOVERNMENT is entitled, in consideration of a sales commission per Bamel to be
estublished with reference to prudent intemational petroleum practice and o be mutually
agreed upon between the Parties.

ARTICLE 29 - FINANCIAL PROVISIONS

291 Any payment to be made by a CONTRACTOR Entity to the GOVERNMENT
pursuant to this Contract shall be im Dollars and shall be offset against any
outstanding payments duc by the GOVERNMENT 1o the CONTRACTOR Entity,
or paid into the bank account duly designuted by the GOVERNMENT in writing and
shall be paid within thirty (30) days of the due date, after which interest compounded
maonthly at the rate of LIBOR plus two (2) percentage points shall be applied.

The GOVERNMENT may, at its sole discretion, direct the CONTRACTOR
Entities to pay:
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any Royalty in cash due to the GOVERNMENT pursuant to the provisions of
Article 24; and/or

any proceeds from the sale undertaken by the CONTRACTOR Entity on
behalf of the GOVERNMENT pursuamt to Article 28 of any Crude Oil w
which the GOVERNMENT is entitled pursuant to Article 25; and/or

(e) any Production Bonus.

to a fund for revenue shanng. which may in due course be established by legislation
consistent with the Constitution of Irag. between the Government of Irag and other

regions (including the Kurdistan Region) and govemmorates of Irag. Nothing in this
Article 29.2 shall be understood as implying any contractual relationship or other
relationship between the CONTRACTOR and'or any CONTRACTOR Entity and
the Government of Iraq and/or the regions of Iraq (other than the Kurdistan Region)
and/or and governorates of Irag.

Any payment due by the GOVERNMENT to a CONTRACTOR Entity shall be
offset against future payments due by such CONTRACTOR Entity w the
GOVERNMENT, or paid in Dollars to the bank account designated by the
CONTRACTOR Entity in writing and shall be paid within thirty (30) days of the
date of invoice, after which interest compounded monthly at the rate of LIBOR plus
two (2) percentage points shall be applied.

Any currency conversion to be made under this Contract shall be at the exchange rate
of the Central Bank of lraq, provided such exchange rate applied to the
CONTRACTOR Entities shall not be less favourable than the rate offered by other
private, commercial or industrial banks in the international market. In the abscnce of
the Central Bank of Iraq or in the cvent that the Central Bank of Iraq is unable to
provide the relevant exchange rate, any currency conversion to be made wnder this
Contract shall be at the exchange rate of a reputuble commercial bank carrying on
business in the international market and approved by the Parties.

The CONTRACTOR shall not realise any gain or loss due to exchange rate
fluctuations and. consequently, any gain or loss resulting from the exchange of
currency shall be cither considered as revenue and credited to the Accounts or shall be
congidered as a Petroleum Cost and shall be recovered by the CONTRACTOR in
accordance with Articles 1 and 25, as the case may be.

Each CONTRACTOR Entity shall at all times be entitled to freely convert into
Dollars or any other foreign currency any lIraqi dinars received in the framework of
the Petroleum Operations and o freely transfer the same Abroad. The conversion rate
shall be as provided under Article 29.4.

Each CONTRACTOR Entity shall have the right w be paid, receive, keep, ransfer
and use Abroad, without any restrictions. all proceeds of its share of Petroleum.

Each CONTRACTOR Entity and its Subcontractors shall have the right to freely
open and maintain bank accounts for Petroleum Operations within or outside the
Kurdistan Region and other pans of Irag.
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299 Each CONTRACTOR Entity shall have the right 1o pay in any freely convertible
currency all its financial requirements for the Petroleum Operations and to convert
thesc currencies to lragi dinars in any bank in the Kuordistan Region or other parts of
Iraq, ut the same exchange rate as provided under Article 29.4.

Esch CONTRACTOR Entity shall have the right, without any restrictions, to freely
repatriate Abroad and to frecly dispose of:

(n)  any proceeds received in the Kurdistan Region or other parts of Irag from the
sale of Petroleum;

(b} any procecds received from other operations and activities camried out under
this Contract in the Kurdistan Region or other parts of Irag.

Each CONTRACTOR Entity shall have the right to pay in any foreign currency its
Subcontrictors and its expatriate personnel, either in the Kurdistan Region, other parts
of Irag, or Abroad, Said Subcontractors and expatriate personnel shall be obliged o
transfer to the Kurdiston Region the amount of foreign currency required for their
local needs and they shull have the right to repatriate the proceeds of the sale of their
belongings in sccordance with the regulations in force in the Kurdistan Region,

Each CONTRACTOR Entity's Affiliates, Subcontractors and their personnel shall
equally bencfit from the same rights as such CONTRACTOR Entity and its
personnel as regards this Article 29,

For the financing of Petroleum Operations, each CONTRACTOR Entity shall have

the right to have recourse to external financing from third parties or from its Affiliated
Companies on an arm’s length basis_

ARTICLE 30 - CUSTOMS PROVISIONS

All services, material. equipment, goods, consumables and products imported into the
Kurdistan Region and other parts of Irq by the CONTRACTOR. any
CONTRACTOR Entity, its Affiliates, any Subcontractor or any agent of any of the
foregoing, for use or consumption in the Petroleum Operations shall be admitted free
and exempt from any and all Taxes on import. The CONTRACTOR, any
CONTRACTOR Entity, its Affiliates, any Subcontractor or any agent of any of the
foregoing shall have the right o re-export from the Kurdistan Region and other pars
of Irag free from all Taxes om cxport any material, equipment, goods, consumahles
and products that are no longer required for the Petroleum Operations, exeept where
title has passed to the GOVERNMENT in accordance with Article 20, in which case

re-export shall be approved by the Management Committee.

The CONTRACTOR, any CONTRACTOR Entity, its Affiliates, any Subcontractor
or any agent of any of the forcgoing, and their personncl (including their family
members) shall have the right to freely impon inlo the Kurdistan Region and other
parts of Irag and re-export from the Kurdistan Region and other parts of Irag any
personal belongings and furniture free and exempt from any Taxes on imporl or
export. The sale in the Kurdistan Region and other pans of Irag of personal
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belongings and furniture of expatriate personnel shall comply with Kurdistan Region
Law.

Each CONTRACTOR Entity and its Affiliates shall be entitled to freely export from
the Kurdistan Region and other parts of Iraq, free of any Taxes, any Petroleum to
which it is entitled pursuant 1o the provisions of this Contract.

The GOVERNMENT shall indemnify the CONTRACTOR, any CONTRACTOR
Entity. its Affibates, any Subcontractor or any agent of any of the foregoing, and their
personnel (ineluding their fumily members) for any import or expon Taxes referred o
in Articles 30.1, 30,2 or 30,3,

ARTICLE 31 - TAX PROVISIONS

Exccpt as cxpressly provided in this Article 31, and without projudice to the
exemptions expressly provided for m Article 30 and in this Arucle 31, each
CONTRACTOR Entity, its Affiliates and any Subcontractor shall, for the entire
duration of this Contract, be exempt from all Taxes as a result of its income, assets
ond activities under this Contruct. The GOVERNMENT shall indemnify each
CONTRACTOR Entity upon demand against any liability to pay any Taxes assessed
or imposed upon such entity which relate to any of the exemptions granted by the
GOVERNMENT under this Article 31.1, and under Articles 31.4 10 3111,

Each CONTRACTOR Entity shall be subject to corporate income lax on its income
from Petroleum Operations as provided in Article 31.3, which shall be deemed 1o be
inchisive and in full and total discharge of any Tax on mcome, receipts, revenues,
gains or profits of each such entity. Payment of the said corporate income tax shall be
made for the entire duration of this Contract directly to the official Kurdistan Region
tax authoritics by the GOVERNMENT, for the sccount of each CONTRACTOR
Emtity, from the GOVERNMENT s share of the Profit Petroleum received pursuant
o Article 26.

Each CONTRACTOR Entity shall, within sixty (60) days afier the end of each tax
year, provide a statement to the appropriate Kurdistan Region tax suthorities of its
profits which arc subject to corporaic income tax, wgether with a calculation of the
amount of corporate income tax due on those profits.

The GOVERNMENT shall, within nincty (90) days after the end of cach tax year,
provide to each CONTRACTOR Entity (i) the appropriate official tax receipts from
the appropriatc Kurdistan Region tax suthorities or other relevant authority centifying
the payment of its corporate income tax, as determined in the said statement, and that
such entity has met all its Tax obligations in the preceding tax year, and {ii) a copy of
any retum or other filing made by the GOVERNMENT in respect of its payment of
corporate income tax on behalf of such CONTRACTOR Entity.

31.3  For the purposes of Article 31.2:
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The rate of corporate income tax to be applied o each CONTRACTOR
Entity shall be the generally applicable rate prescribed in the Law of Taxation
iLaw No. § of 1999}, passed by the Mational Assembly of the Kurdistan
Region, as has been amended by Law No. 26 of 2007, and as may be amended
from time to time or substituted in respect of Petroleum Operations (as defined
under the Kurdistan Region (il and Gas Law) by a petroleumn operations
taxation law for the Kurdistan Region, but in no event in excess of forty per
cent (407%). The Partics acknowledge and agree that at the Effective Daic of
this Contract, the corporate income tax rate is fifleen per cent (15%) for all net
taxable profits.

The GOVERNMENT and the CONTRACTOR agree that corporate income
tax shall be calculated for cach CONTRACTOR Entity on its net taxable
profits under the Contract, as calculated in accordance with the provisions
relating thereto in the Accounting Procedure.

Each CONTRACTOR Entity, its Affilistes as well as any Subcontractors shall be
exempt from any withholding tax applicable on any payments made to them or by
them te or from Affiliates or third partics, whether inside or outside the Kurdistan
Region and/or Iraq, for the entire duration of this Contract.

Each CONTRACTOR Entity and its Affilintes shall be exempt from Additional
Profits Tax, as referred to in Arlicle 40 of the Kurdistan Region Oil and Gas Law or
any successor Tax.

Each CONTRACTOR Entity and its Affiliates shall be exempt from Surface Tax, as
referred 10 in Anicle 40 of the Kurdistan Region Oil and Gas Law or any successor
Tax.

Each CONTRACTOR Entity and its Affiliates shall be exempt from Windfall Profits
Taxes, as referred to m Article 40 of the Kurdistan Region Oil and Gas Law or any

successor Tax,

Each CONTRACTOR Entity and any Subcontractor shall be subject to the payment
or withholding of the personal income tax and social security contributions for which
such entity or Subcontractor is liable to pay or withhold in respect of its employees
whao are Iragi nationals, pursuant to the Law of Taxation (Low No. § of 1999) passed
by the National Assembly of the Kurdistan Region, as may be amended from ime to
time, in the same manncr as the same shall be penerally applied to all other industries,
except that a CONTRACTOR Entity or Subcontractor shall not be liable for such
taxes or contributions with respect to employees of another Person.

It 1s acknowledged that double tax treatics will have effect to give relief from taxes to,
but not limited to, the CONTRACTOR, CONTRACTOR Entities, Subcontractors
und employees and other Persons in sccordance with the provisions of such double
tax treatics, but shall not imposc an additional burden of taxation.

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

Notwithstanding any other provision to the contrary in this Contract, the Parties
acknowledge and ngree that the provisions of this Article 31 shall apply individually
and separately to all CONTRACTOR Entitics under this Contract and that there shall
be no joint and several liability in respect of any liability, duty or obligation referred
o in this Artiele 31,

A signature bonus of two million Dollars (US$2.000.000) (“Signature Bonus™) shall
be payable to the GOVERNMENT by TALISMAN within thirty (30) days of the
Signature Date.

Capacity Building Bonus

22 A ity building bonus of ei illion Dollars (USS18,000,000) (“Capacity
mwlhll be plya 10 img G':}“\‘I.RNHENTW TALISMAN within

thirty (30) days of the Signature Date.

Production Bonuses

323 In the event of a Crude Ol Commercial Discovery, the CONTRACTOR und the
holder of the Govemment Interest shall pay. pro rata the relevant percentage
participation interest in the Contract, the following relevant Crude Oil Production
Bonus to the GOVERNMENT within thirty (30) days of the following relevant

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

(b)  five million Dollars (US $5,000,000) when production of Crude Oil from the
Contract Area reaches a cumulative amount of ten million Barrels of Crude
Ol { 10 mmbo);

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

twenty million Dollars (US $20,000,000) when production of Crude Oil from
the Contract Area reaches a cumulative amount of fifty million Barrels of
Crude Oil (50 mmbao).
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324 In the event of a Non-Associated Natural Gas Commercial Discovery, the
Cmm:ﬂhhuﬂefh&wm]mnﬂulm,mmh
participation interest in the Contract, the following relevant Non-
A.-n:mad Natural Gas Production Bonus 1o the GOVERNMENT within thirty (30)

days of the following relevant occurrence:

(x)  two million five hundred thousand Dollars (US $2,500,000) when First
Production of Non-Associated MNatural Gas from the Contract Area

COMMENCES,

(b)  five million Dollars (US $5,000,000) when production of Non-Associated
Nautural Gas from the Contract Arca reaches a cumulative amount of len
million barrels of oil equivalent {10 mmboe);

(e} ten million Dollars (US $10,000.000) when production of Non-A d
Nutural Gas from the Contract Area reaches a cumulative amount of twenty
five million barrels of oil equivalent (25 mmboc); and

(d)  tweaty million Dollars (US $20,000,000) when production of Non-Associated
Matural Gas from the Contract Arca reaches a cumulative amount of fifty
million barrels of oil equivalent (50 mmboe).

For the purposes of this Article 32, 2 Commercial Discovery shall be declared by the
CONTRACTOR 1o be cither & Crude il Commercial Discovery or a Non-
Associated Gas C ial Di v and under no circumstances shall a Production
Mh&hmlﬁhﬁﬂmﬂ:(ﬁlmﬂNWlﬂ:ﬂNmﬁuhﬂn
same Commercial Discovery.

Bonus cost recovery and payment
326 Nobonus due pursuant to this Article 32 shall be deemed to be a Petroleum Cost.

327 Paymemt by the CONTRACTOR (and, where applicable, the holder of the
Government Interest) of any bonus due pursuant to this Article 32 shall be made in
Dollars by wire transfer to a specified bank account of the GOVERNMENT or by
banker's draft and on receipt thereof the GOVERNMENT shall forthwith issue a
written receipt o the CONTRACTOR duly executed by the Minister of Natural
Resources of the GOVERNMENT or such other officer of the GOVERNMENT
who shall be duly suthorised to issue such receipt under Kurdistan Region Law.

ARTICLE 33 - PIPELINES

The GOVERNMENT shall procure and obtain any required Permils for :
() the transportation of Petroleum in the Kurdistan Region and in Irag :
(b)  the expornt of Petroleum from the Kurdistan Region and Irag.
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as well as any necessary Permits and easement rights for the construction of any
pipelines and related facilities required for the Petroleum Operations, as provided in
Article 332,

The GOVERNMENT undertakes to transfer to the CONTRACTOR its rights for

transportation of Petroleum by pipeline. The CONTRACTOR shall have the right to

du;n.mqummdm-m_ pipelines and any related facilities for the

of P duced under this C

Prior to the construction of any pipclinc and related facilitics as provided in Asticle

332, the CONTRACTOR shall submit following information te the Management

Committce:

() proposed pipeline route and related facilities;

(b)  forecasted pipeline flow rate and capacity;

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

{d)  proposed financing schedule:

(e}  construction schedule;

(fy  general technical description of the pipeline and related facilities:

(g)  construction plans and tests;

L

(h)  preventi for d to the cavironment and third partics; and

{iy  any other information relating to the pipeline project.

The Management Commitice shull examine all the above information and shall within

nincty (%0) days, approve thc proposed pipeline project mn accordance with the
provisions of Article 8.5

S-mewcwnyquuhﬂ:mdhthmhmhumhdqmp-ﬁb}n,
third partics shall be emtitled to transport their P h any pipeline
umdbyﬁumm-mdmmlhﬂmmlEBuumnb
agreed between the CONTRACTOR and such third party. Those terms shall be
reasonable commercial terms and shall not discriminate among third panty users. The
CONTRACTOR shall always have priority of access to such pipelnes.

To the extent that they are incwmed upstream nfﬂlcbelwml’mmym
associated with the design, construction, operation and i
Mmhﬂhhuwmmmkmhhwkﬂmt‘m“}
shall be considered Petroleum Costs and shall be recovered by the CONTRACTOR
in accordance with the provisions of Articles | and 25.

The CONTRACTOR shall have the absolute right. without any exceptions and for
the cntire duration of this Contract, to use. free of charge, any pipeline and relaied

68
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Ell:illﬂ ml:llm:d by CONTRACTOR under this Article 33 and to transport
luced from any Production Area and to operate and mamtsin any
plpdtnenndlbnﬂnhdfﬁuth,&mlyndﬁﬂu&mynddﬂhalm

To the extent related to transportation upstream: of the Delivery Point, any tariffs
received from third parties for use of any pipeline and related fhcilities by
CONTRACTOR under this Article 33 shall be applied to the recovery of Petroleum
Costs until all Pipeline Costs have been fully recovered by the CONTRACTOR
pursuant 1o the provisions of Articles | and 25 and shall not be included in income for
corporate income tax purposes. The GOVERNMENT shall be entitled to receive
any such tariffs from third partics for their use of such pipeline and related facilities
when the said Pipeline Costs have been fully recovered by the CONTRACTOR. The
costs associated with providing such transpertation scrvices for third parties up to the
Delivery Point shall be considered Pipeline Costs and therefore Petroleum Costs and
shall be recovered by the CONTRACTOR in accordance with the provisions of
Articles | and 25,

Upon recovery by the CONTRACTOR of all the Pipeline Costs, the operating and
maintenance costs of any pipeline and its related facilitics shall be borne by the
CONTRACTOR and shall be considered Petroleum Costs and shall be recovered by
the CONTRACTOR in accord: with the provisions of Articles | and 25.

The GOVERNMENT shall have the same rights as the CONTRACTOR for use,
free of charge, of any pipeline and related facilities constructed by CONTRACTOR
under this Article 33 for the trunsportation of the share of Petroleum 1o which the

GOVERNMENT is entitled under this Contract up to the Delivery Point.

The CONTRACTOR shall bear the cost of operation and maintenance of any
pipeline and related facilities constructed by CONTRACTOR under this Article 33
and all risks of accidental loss or damage to such pipeline and related facilities while
they arc requircd for Petrolcum Operations.

ARTICLE 3 - UNITISATION

In the event a Reservoir extends beyond the Contract Area into an adjacent area which
is the subject of another Petroleum Contract (ns defined by the Kurdistan Region Oil
and Gas Law) (an “Adjacent Contract Area™), or in the event a Reservoir of an
Adjacent Contract Area extends into the Contract Area, the provisions of Article 47,
Paragraph Sccond of the Kurdistan Region Oil and Gas Law shall apply and the
GOVERNMENT shall require the CONTRACTOR and the contractor of the
Adjacent Contract Area to ngree upon a schedule for reaching agreement of the terms
of the unitisation of the Reservoir, which terms shall be based on reliable technical,
operational and ical p all in d. with prudent international
petroleum industry pructice. In the event that the Minister of N I R
decides the unitisation pursuant to Article 47, Paragraph Third of the Kurdistan
Region Qil and Gus Law, and if the CONTRACTOR does not agree with the
decision of the Minister of Natural Resources, the CONTRACTOR shall be entitled
to arbitration pursuant to the provisions of Article 421
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For clarification and the avoidance of doubt and notwithstanding Article 47 of the
Kurdistan Region (il and Gas Law, in the event that a Reservoir extends beyond the
boundaries of the Ci Area into an adjacent area which is not the subject of
other Petroleum Co (as defined by the Kurdistan Region Oil and Gas Law),
the GOVERNMENT shall, upon the CONTRACTOR s reg take the ¥
steps to extend the boundaries of Contract Area so0 as to include the entire Reservoir
within the Contract Area, provided thm the CONTRACTOR can offer the
GOVERNMENT a competitive minimum wark program for such adjacent area.

ARTICLE 35 - LIABILITY AND INSURANCE

Liability

351

Subject to the other provisions of this Contract, the CONTRACTOR, m its capacity
a8 the entity responsible for the execution of the Petroleum Operations within the
Contract Arca, shall be liable to third partics to the extent provided under Applicable
Law for any losses and damage it may cause to them in conducting the Petroleum
Operations, and shall defend. indemnify and hold harmless the GOVERNMENT
wﬁmhullchmhmhhuwqu:.

Notwithstanding the other provisions of this Contract, the CONTRACTOR and the
CﬂﬂﬂmmﬁmuhﬂﬂbﬂmmﬂmeE“Manﬂcmk
Company or other go authorities or bodies, courts or political
I*dlmmﬁmmydlwuuimotcllmnfwknimmmcmdm
of the Petroleum Operations unless such damage or loss is the result of wilful
misconduct or a material failure to conduct Petroleum Operations in accordance with
the terms of this Contract; provided, however, that such hability cannot result in the
event of amy omissions, errors or mistakes committed in good faith by the
CONTRACTOR in the exercise of the powers and authorisations conferred upon the
CONTRACTOR by virtue of this Contract, and further provided that in no event
shall the CONTRACTOR and the CONTRACTOR Entities be liable for any
indireet or consequential loss or damage whatsoever or any loss, damages, costs,
expenses or liabilities caused (directly or indirectly) by any of the following arising
owt of, relating to, or connected with this Contract or the Petroleum Operations carried
ouwt under this Contract: (i) reservoir or formation damage; (ii} inability to produce,
use or dispose of Petroleum; (iii) loss or deferment of income; (iv) special or punitive
damages; or (v) other indirect damages or losses whether or not similar to the
forcgoing.

The CONTRACTOR shall indemnify and hold harmless the GOVERNMENT
ngainst all losses, damages and liability arising under any claim, demand. action or
proceeding brought or instituicd against the GOVERNMENT by any employee of
the CONTRACTOR or of any Subcontractor or by any dependent thereof. for
personal injuries, industrial illness, death or domage to personal property sustained in
connection with, related 1o or arising out of the performance or non-performance of
this Contract regardless of the fault or negligence in whole or in part of any entity or

© 2013 Kurdistan Regional Government, KRG

www.krg .org/p/p.aspx?l=128&r=296&h=1&s=030000&p=176

2/2



12/2/113

Topkhana: PSC - Talisman - 19/08/2011

Notwithstanding Article 35.1, the GOVERNMENT shall indemnify and hold
harmless the CONTRACTOR and the CONTRACTOR Entities against all losses,
damages and liability anising under any claim, demand, action or brought
or instituted against the CONTRACTOR or any CONTRACTOR Entity by any
employee of the GOVERNMENT or of any Public Company or of any sub

of the foregoing or by any dependent of any such employee, for personal injuries,
industrial illness, death or damage 1w personal propenty sustained in connection with,
related to or arising out of the performance or non-performance of this Contract
regardless of the fault or negligence in whole or in part of any entity or individual.

The CONTRACTOR shall take all necessary steps 1o respond to, and shall promptly
notify the GOVERNMENT of, all emergency and other cvents (including
cxplosions, leaks and spills), occurring in relation to the Petroleum Operations which
are causing or likely 1o cause material environmental damage or matcrial risk to
health and safety, Such notice shall include a summary description of the
circumstances and steps taken and planned by the CONTRACTOR to control and
remedy the situation. mcmmmnﬂlmm-m additional reports to
the GOVERNMENT as arc by y m respeet of the effects of such
mmdihemnfdlulhu-kummmthmhﬂkundhmihgm
deleterious effects.

In the event of emergency siluations as set out in Article 35.4 , at the request of the
CONTRACTOR, the GOVERNMENT, without prejudice and m additon to any
indemnification obligations the GOVERNMENT may have, shall lﬂh Ihe
CONTRACTOR, 1o the extent possible, in any B T | or
ijr:ﬁ'mhymukngmﬂdﬂcmyhbwmﬂuuduﬁqmmtmmmbb
quantities by the CONTRACTOR which are not otherwise readily
available to the CONTRACTOR ond by facilitaing the measures taken by the
CONTRACTOR to bring into the Kurdistan Region personnel, materials and
equipment o be used in any such emergency response or remedial or repair effore
The CONTRACTOR shall reimburse the GOVERNMENT's reasonable and
necessary costs incurred in such efforts. which reimbursed amounts shall be
considered Petroleum Costs and shall be recovered by the CONTRACTOR in
accordance with the provisions of Articles | and 25,

The GOVERNMENT shall indemnify and hold harmless the CONTRACTOR and
cach CONTRACTOR Entity from and against all costs (including legal costs)
cxpenses, losscs, damages and linbility which such Person may suffer or incur, or may
result from such Person being denicd, hindered or prevented from fully cxercising its
rights or taking the full benefit of Articles 29.4, and 29.6 1o 29.11.

Insurance

358

In accordance with prudent imtcrnational petrol ice, cach
CONTRACTOR Entity shall mainiain any i by applicabl
Kurdistan Region Law, uﬂllumumec;ppwdbydrhhum
Committee.

Such insurance policies may cover:
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loss of and damage to material and equipment wsed in the Petroleum
Operations; and

1] mdmﬂ,dmaph&ldmmdrﬂlafpdhmmdwni
ble amounts, within the limits approved by

ﬂewmlm

Any insurance policy relating to this Contract shall name the GOYERNMENT as an
ndditional insured party and shall include a waiver of subrogamtion protecting the
GOVERNMENT against any claim, loss and damage resulting from any Petroloum
Operition conducted by or on behalf of the CONTRACTOR under this Contract, to
the exient that the CONTRACTOR is lisble for such claim, loss or damage under
this Contract. The CONTRACTOR shall not be hable for and shall not purchase
insurance cover for any claims ansing from negligence or wilful misconduct of the
GOVERNMENT or of any Public Company or of any of its or their subcontractors
orof any personnel of any of the foregoing.

Upon its written request. the GOVERNMENT shall be provided with insurance

certificates, including necessary dewils, for any insurance policy maintained by the
CONTRACTOR which relates to this Contract.

Each CONTRACTOR Entity shall be responsible for the filing of all claims made
under any i e policy mamtamed by such CONTRACTOR Entity which relates
bﬁh&mﬁhnypmm]u-nﬂpqmmmhtmgmmhmumlmudmﬂ

considered Petroleum Costs and shall be recovered by the CONTRACTOR in
Wﬁlhih:pﬂwulmofnﬂhlﬁlmdlﬂ

Inany i policy maintained by 3 CONTRACTOR Entity which relates to this
Contract, the amount for which the CONTRACTOR itself is liable (the “Deductible
Amount™) shall be reasonably determined between the CONTRACTOR Entity and
the inswrer and such Deductible Amount shall in the event of any msurance ¢laim be
considered a Petroleun Cost and shall be recovered by the CONTRACTOR in
accordance with the provisions of Articles 1 and 25,

ARTICLE 36 - INFORMATION AND CONFIDENTIALITY

TbeCDNTlmshllhnpaﬁ Is, data and 1 ¢ o the

in o with the Kurdi wauOil.ﬂG-Lnu-i
pu'lduulnmmulpmnlmﬂmuypm In addition, it shall provide the
GOVERNMENT with such informution and data as it is obliged to provide under
this Contract.

Upon the GOVERNMENT's written request. the CONTRACTOR shall provide the
GOVERNMENT with samples of any recks or any other items extracied during the
Petroleum Operations.

The GOVERNMENT shall have title to all data and information, whether raw,
derived, processed, interpreted or analysed, obtained pursuant to this Contract.
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Mmm&w:hﬂlhﬂﬂnnﬂmwhﬁmwlmhmﬂ
Abroad copies of all reports and | data, tapes and other data relating
to the Petroleumn Operations. lhg-ﬁ]nnpmmnthﬂdnh.thcmiglnﬂn(‘thlﬂm
be analysed and processed Abroad, may be ransported out of the Kurdistan Region,

Anmy repr iy thorised by the GOVERNMENT uand notified to the
CONTRACTOR shall, upon reasonable prior written notice, have reasonable access
to any information and data relating to the Contract Area in the posscssion of the
CONTRACTOR which the CONTRACTOR is obliged to provide to the
GOVERNMENT pursuant to this Contract. It is understood that, when exercising
such right, the GOVERNMENT shall ensure it does not unduly interfere with or
hinder the CONTRACTOR s rights and activities.

The CONTRACTOR shall provide the GOVERNMENT upon the
GOVERNMENT s written request any analysis information, reports, tapes or other
MmlmmemhﬂwﬂﬁmﬂﬂnmmJMmh

in the ion of the CONTRACTOR. All available
orwuhufm&d*sulbcwuwduﬂtmumu&euddﬂm

Apart from the exceptions stated in this Article 36, the Parties undertake to keep all
data and information relating to this Contract and the Petroleum Operations
confidential during the entire term of this Contract and not to divulge or disclose such
data or information to third parties without the speeific consent of the other Parties,
such consent not to be wunreasonably withheld or delayed. The foregoing
confidentiality obligation shall not apply to information or data which:

(a} s or, through no fault of any Party, becomes part of the public domain;

(b} is known to the recipient at the date of disclosure;

(€} is required to be furnished in compliance with any applicable Law, by a
government agency having jurisdiction over a CONTRACTOR Entity, by a
court order or any other legal proceedings: or

(d)  is required to be disclosed pursuant to the rules or regulations of any
povernment or recognised stock exchange having jurisdiction over a
CONTRACTOR Entity,

Nm;%mmmm%?mmwhpudm
international petroleum industry practice, such data and infc ion may be disclosed
oo

(a)  Affiliates of each CONTRACTOR Entity;

mmhym,nﬁmdﬁmdaﬁﬂlﬂﬂﬁﬂ(ﬂﬂdqmm
respective Affiliated Companies for the purpose of the Petrol Op
meﬁmhmﬁuWMwwmm
formution is kept confidential;
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consultants or agents retained by any CONTRACTOR Entity or its Affiliates
for the purpose of analysing or evaluating information or data;

banks or financial institutions retained by any CONTRACTOR Entity or its
Affiliates with a view to financing Petroleum Operations, including any
professional consultants retained by such bank or financial instittion:

baia fide prospective assignees of a participating interest under this Contract
(including any entity with whom a CONTRACTOR Emity andior its
Affiliates arc conducting bona fide ncgotiations directcd towards a merger,
consalidation or the sale of a material portion of its or an Affiliates shares):
(fi  prospective or actual Subcontractors and suppliers engaged by a Party where

disclosure of such information is essential to such Subcontractor’s or
supplier’s work for such Party; and

(g} any other Person or entity, upon the prior writicn approval of the non-
disclosing Parties,

provided that disclosure shall not be made pursuant w0 paragraphs (c), (d), (<) and (),
unless such third party has entered into a confidentiality undertaking.

Any data and information relating to relinguished or surrendered arcas under this
Contract shall become the exclusive propeny of the GOVERNMENT, who shall
have the right to use same for any purpose, in particular for the purpose of promoting
said arcas. Each CONTRACTOR Entity shall be cntitled 1o keep copies of such data
and information and to use such data and information for any purpose,

Mmuhmofﬁllwhiﬁ,thmmMmuﬂm

gc any data related to the Petroleum Operations without the approval of the
GOVERNMENT, which approval shall not be unreasonably withheld or delayed
where, in the CONTRACTOR's reasonable opinion, such sale or exchange would
benefit the Petroleum Operations.

ARTICLE 37 - ENVIRONMENTAL PROVISIONS

During the performance of the Petroleum Operations, the CONTRACTOR shall take
reasonable measures 1o ensure that i, the Operator, its Sllmmlrum -dl.pﬂs
attend to the protection of the environment and prevention of p
wﬁmﬂiﬂlﬂﬁnﬂpﬂn&mimmuhulﬂupwlﬂ
ecological environments and any then applicable Kurdistan Region Law.

Prior to surrendering a portion of the C Area, the CONTRACTOR shall tke
reasonable measures to abandon the area to be surrendered in accordance with prudent
international petroleum industry practice in similar physical and ecological
environments, Sn:hm:hdlm:hdemlwchmmphuufﬁ:imu
material and equipment together with ry for the
preservation of fauna, flora and ccosystems. all in accordance with prudent
international petroleum industry practice in similar physical and ecological

74
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environments. The CONTRACTOR shall only be responsible for site restoration or
environmental damage to the extent the same pertains solely and directly to Petroleum
Operations conducted p 1o this C

MWNWMWMWMmmm
wipuhtntmmu-]r ice in similar physical and
environments o prevent any pulhluwllmh may arise directly as a result
d&:mmﬂmwmcm(ﬁ_mﬂm} water
sources and any other natural resources when carrying out Petroleum Operations.

The CONTRACTOR shall, in accordance with prudent intermational petroleum
industry practice in similar physical and mlogi:-ll environments, respeet the
preservation of property, agricultural areas, and fisheries, when camrying out
Petroleum Operations.

The CONTRACTOR scknowledges that the CONTRACTOR has, prior to the
ion of this C ducted and submitted an envirenmental impact baseline
study to the GOVERNMENT.

i

k es 0 minimise any
mdnrhlllqucimuﬂmlp-hmdmmwhhhmymdhﬂcﬂyu-
result of the Petroleum Operations, in accordamce with prudent international
petroleum industry practice in similar physical and ecological environments.

The GOVERNMENT: (i) represents and warrants that, on the Effective Date, there
are no national parks, nature reserves or other protected aress located m whole or in
part within the Contract Area where the CONTRACTOR shall not be entitled 1o
camy out Petroleum Operations and (ii) covenants that during the term of this
Contract will not designale or creale or permit the creation of any national parks,
nature reserves or other protected arcas, located in whole or in part within the
Contract Arca,

Expenditures
374  Any reasonable expenditure incurred by the CONTRACTOR in relation with this

Amcle 37 shall be deemed Petroleum Costs and shall be recovered by the
CONTRACTOR in accordance with the provisions of Aricles | and 25.

Pre-existing Conditions
379 The CONTRACTOR is not responsible for any pre-existing environmental
conditions or any acts of unrelated third partes.
ARTICLE 38 - DECOMMISSIONING
38.1  To enable the CONTRACTOR to recover the costs associated with future Contract

Area Decommissioning Operations under this Contract, the CONTRACTOR shall
have the right to establish a reserve fund for future decommissioning and site

15
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restoration (a "Decommissioning Reserve Fund”). The Decommissioning Reserve
Fund may be established at any time during the final ten (10) Calendar Years of the
term of the Production Operations of a Production Area but, upon the reasonable
request by the CONTRACTOR, the GOVERNMENT shall allow the
CONTRACTOR to cstablish such fund over a longer period. Once established, the
CONTRACTOR shall make regular contributions to the Decommissioning Reserve
Fund based upon estimated Petroleum Field decommissioning and site restoration
costs in accordance with prudent international petroleum industry practice, and taking
into account interest received amd future interest expected to be carned on the
Decommissioning Reserve Fund. Any contributions by the CONTRACTOR o the
Decommissioning Reserve Fund shall be made in Dollars and shall be deemed
Petroleum Costs when paid mto the reserve fund, and shall be recovered by the
CONTRACTOR in sccordance with the provisions of Artcles 1 and 25
Contributions to the Decommissioning Reserve Fund shall be placed with a first rate
bank approved by the Management Committee in accordance with Article 8.5,

If, at the end of the term of the Production Opemtions of the Production Area, the
GOVERNMENT decides to take over production operations in the Production Area:

(a}  the GOVERNMENT shall become liable for its future Decommissioning
Operations;
(b)  the contributions and any interest lated in the Decom

lume?mﬂ,mﬂmutmﬂusuhmﬂﬁmhvehemmﬁn
Petroleum Costs, shall be paid to the GOVERNMENT; and

fc)  the GOVERNMENT shall release the CONTRACTOR and the
CONTRACTOR Entitics from any obligations relating to Decommissioning
andsﬂlmmmemﬂmmmw
CONTRACTOR Entitics for any costs, liabilitics, expenses, claims or
ohligations associated therewith.

If the CONTRACTOR undertakes the Production Arca Decommissioning
ions, the contributions and any & lated in the Decommissioning
Reserve Fund shall be paid to the CONTRACTOR and shall be used for the
De issioning Operations. The CONTRACTOR shall undertake any such
Decommissioning Operations in accordance with prudent international petroleum
industry practice in similar physical and ecological environments,
If the Decommissioning Reserve Fund is paid to the CONTRACTOR and the
Decommissioning Reserve Fund is not sufficient to cover all Decommissioning Costs
for the Contract Area, the balance shall be paid by the CONTRACTOR and may be
recovered, if applicable, by the CONTRACTOR Entities or any of their Affiliates
from any other area which is the subject of another Petroleum Contract (as defined by
lhelf.l.mlllhnqu-ﬂdmdﬁuhw]mywhu:mkﬂw&ﬂmk:pm-d,hlhe
extent the bal is not id, such ing bal shall be
yudluﬂ::ﬁﬂ\’llﬂhllﬂ']‘hlhemmﬂl_
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385 If the Decommissioning Reserve Fund is paid to the CONTRACTOR and the
Decommissioning Reserve Fund ds all Dy issioning Costs for the Contract
Area, the balance shall be transferred to the GOVERNMENT.

mmnmmtymcmmmmnmmrmmmmm 13,
including any contributions to the Di ioning Reserve Fund, shall be deemed
Pﬂuluanﬂlmdeemwwmdhydl:CONﬂl&ﬂOkn accordance with
the provisions of Articles | and 25

The CONTRACTOR shall submit to the Management Committee for approval in
accordance with Article 8.5 a detailed plan for decommissioning the Contract Area
fucilitics and site 1 ion (the "D issioning Plan”), such Decommissioning
Plan to be submitied no later than twenty four (24) Months prior to the date estimated
by the CONTRACTOR for the end of Commercial Production from the Contract
Arca, The Management Committec shall provide comments, if any, on the
Decommissioning Plan within ninety (90) days after receipt. The CONTRACTOR's
completion of the Decommissioning Operations in accordance, in all material
respects, with the Decommissioning Plan for a Production Area approved by the
Management Committee shall mn&ilul‘lhg CONTRACTORs obligations with

to the performance of D i g Operations for such Production Area.
[nheweﬂﬂnﬂﬂvmul“dnﬂmwmm&ﬂnﬂgﬂpm
for a Production Area were carried oul in accordance with the approved
Decommissioning Plan, it must advise the CONTRACTOR within six (6) months of
the CONTRACTOR s completion of such operations.

ARTICLE 39 - ASSIGNMENT AND CHANGE OF CONTROL

Assignment to Affiliates

39.1 Each CONTRACTOR Entity shall be free to sell, assign, transfer or otherwise
dispose of all or pant of its rights, obligations and interests under this Contract 10 an
Affiliated Company or to another CONTRACTOR Entity with the prior consent of
the GOVERNMENT, which consent shall not be unrcasonably delayed or withheld.

to Third Parties

Each CONTRACTOR Entity shall have the right to sell, assign, transfer or otherwise
dispose of all or part of its rights and imterests under this Contract to any third pany
{not being an Affiliated Company or another CONTRACTOR Entuty) with the prior
consent of GOVERNMENT. and cach other CONTRACTOR Entity (if any) which
consent shall not be unreasonably delayed or withheld. Any CONTRACTOR Entity
proposing to sell, assign, transfer or otherwise dispose of all or part of its rights and
|mmduhsﬂumumynch|ﬂ:dpnnylhllmqmldmh
writing, which shall be ied by evidence of the technical
and financial cqnhdiynt‘thcpmpmdﬂmlmmm In the event that the
Third Party Participant with a Third Party Interest subject to Article 4.8 proposes to
sell, assign, transfer or otherwise dispose of all or part of such Third Party Interest to a
Persan that is not an Affiliate, such Third Party Participant shall first offer to the other
CONTRACTOR Entity (or, if applicable. CONTRACTOR Entitics) pre-cmption

m
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rights in relation to such Third Party Interest. or part thereof. Such pre-emption rights
shall be offered on terms that are at least as favourable as the terms upon which the
Third Party Interest {or part thercof) has been offered to the interested Person.

In order for any deed of sale, assignment, transfer or other disposal as provided under
Articles 39.1 or 39.2 10 be effective, the Parties and the relevant third party, if any,
shall enter into a binding and enforceable instrument of assignment and novation,
which shall include an undertaking by the transferee or assignee to fulfil the
obligations under this Contract which correspond to the interest transferred or
assigned.

By way of clarification, and not in limitation of the foregoing provisions of this
Article 39, Mmmmtﬂllmhmimhhmmh
withholding consent 1o any such assignment if the assignment to such proposed
assignee is deemed contrary to the GOVERNMENT's interests, as cvidenced

writing 1o that effect signed by the duly authorised representative of the
GOVERNMENT below.

In the event a CONTRACTOR Entity assigns or in any other way transfers its rights
and interests under this Contract, whether in whole or in part, such assignment or
transfer shall not give rise to any Tax, including on the consideration paid or received
or on the income or gain therefrom.

The GOVERNMENT may not al any time transfer any or all its rights and
obligations under this C o any Person, m:ludllgmll"lbh:ﬂ'wlmww
mhamp-ywmﬂy except in accordance with Article 4.

Lhasge of Control

397

“Change of Control” for the purpose of this Article 39.7 means any direct or indirect
change of the identity of the Person who Controls s CONTRACTOR Entity (whether
through merger, sale of shares or of other eguity inerests, or otherwise) through a
single transaction or scrics of transactions, from onc or more transferors to onc or
more transferees, in which the market value of such entity’s participating interest
(which shall be as specified in the Joint Operating Agreement relating to this
Contract, or where there is only one CONTRACTOR Enity, onc hundred per cent
(100%) of its participating interest as specified in this Contract) represents more than
seventy five per cont (75%) of the aggregatc market valuc of the asscis of such catity
and its Affilistes that are subject to the Change in Control. For the purpose of this
definition: “Control” means Mdﬂutnnnlnmumﬂlpwumloﬂh majarity
of the voling rights of the applicable entity at its sharcholders’ meetings or their
equivalent; and “market value” shall be determined based upon the amount in cash a
willing buyer would pay a willing seller in an Arm’s Length transaction.

Each CONTRACTOR Entity which is or anticipates with a reasonable degree of
certainty that it will be subject to a Change in Control, other than to an Affiliated
Company or another CONTRACTOR Entity. shall notify the GOVERNMENT as
soon as practicable after it b aware of the Change in Control or anticipated
Change in Control and request the consent of GOVERNMENT, which consent shall
not be unreasonably delayed or withheld.
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A(‘.‘IlqemCuﬁnhhaﬂnmglvemhmy Tax including on the consideration paid
| or om the or gain t} -

ARTICLE 40 - FORCE MAJEURE

No delay, default, breach or omission of the CONTRACTOR in the execution of any
of its obligations under this C shall be idered a failure to perform this
Contract or be the subject of a dispute if such delay, default, breach or omission is due
to a case of Force Majeure. ln such event the CONTRACTOR shall promptly notify
the GOVERNMENT in writing and take all reasonably lmrq:nll: measures to
perform its obligations under this Contract 1o the extent possib] i
from any such delay or ilment in the i ufu-:hnllligdin-,im
the time necessary to repair any damage resulting from or oceurred duning such delay
or curtailment, shall be added to any time perind provided umder this Contract
{including the Exploration Period and any extension thereto, any Sub-Period and any
extension thereto and any Development Period and any extension thereto), The Parties
Mmu:tumupouiblﬂlﬂﬂthemtﬁmhmanﬂmMajumwﬂhnﬁn&h
using reasonable endeavours to mitigate the effects thereof.

Futhemdlhhﬂmm‘l‘nmﬂljl-'l means any event that is

insur le and irresistible, not duc to any error or omission by the
CONTRACTOR but due to circumstances beyond its control, which prevents or
impedes execution of all or part of its obligations under this Contract. Such events
shall include the following:

(0} war, whether declared or not, civil war, insurrection, riots, civil commotion,
terronsm, any other hostile acts, whether intemal or external;

(b)  strikes or ather labour conflicts;
(e} accidents or blowouts;
(d)  quarantine restrictions or epidemics;

(e} any act, event, happening or occurrence due to natural causes, in particular,
but without limitation, foods, storms, cyclones, fires, lightning, or
carthquakes;

environmental restrictions, which the GOVERNMENT has not notified to the
CONTRACTOR:

except in respect of the GOVERNMENT and'or any Public Company which
be a CONTRACTOR Entity, any acts or orders of the

GO\I"EI‘.NM!NT any n-liu ministry, Ihﬂmmul. sub-division, agency.
ity or other ient element thereof, any

mnmd;ﬂ:mmudbthdlﬂm’md

any acts of orders of any other government claiming or asserting jurisdiction
over the subject matter of this Contract, any minister, ministry, department,

v
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lub-dwm agency, authority, nnumi, ummllue, or other constituent
f, or any d and/or controlled by any of the
foregoing.

403 Thwmumoflbchmmlhuhmﬂmcwnhﬂmwﬂtmmmlhn
complics most with prudent international petrol industry practice. Foree ©
affecting & CONTRACTOR Entity or an Affiliated Company of a CONTRACTOR
Entity shall be deemed Force Majeure affecting the CONTRACTOR if the
consequence of such Force Majeure prevents the performance of any of the
CONTRACTOR's obligations under this Contract.

ARTICLE 41 - WAIVER OF SOVEREIGN IMMUNITY
mcomnmndmthhccmp_, which may be a CONTRACTOR Entity at
any time hereby fully and irevocably waives any claim to immunity for itself or any of its
asscls,

This waiver includes any ¢laim to immunity from:

{a)  any expert determination, mediation, or arbitration proveedings commenced pursuant
to Article 42;

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

e} amy cffort to confirm, enforce or any decision, settlement, award, judgment,
service of process, ion order or h (including pre-judgment attachment)
that results from am expent determination, mediation, arbitration or any judicial,
administrative or other proceedings commenced pursuant to this Contract,

ARTICLE 42 - ARBITRATION AND EXPERT DETERMINATION

Megotiation, Mediation and Arbitration

421 For the purpose of this Article 42.1, “Dispute” shall mean any dispute, controversy or
claim (of any and every kind or type, whether based on contract, tort, statute,
regulation or otherwise) arising out of, relating io, or d with this Ce or
the operations camied out under this Contract, including amy dispute as the
construction, existence, validity, interpretation, enforceability, breach or termination
of this Contract, which arises between the Parties (or between any one or more
entities constituting the CONTRACTOR and the GOVERNMENT).

In the event of a Dispute, the parties to the Dispute shall use their reasonable
endeavours to negotiate promptly in good faith a mutually acceptable resolution of
Subject 1o the provisions of Article 42.2, a Party who desires to submit a Dispute for
resolution which has not been prompily resolved as aforcsaid shall commence the
dispute resolution process by providing the other parties to the Dispute written notice
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of the Dispute (“Notice of Dispute™). The Notice of Dispute shall identify the parties
to the Dispute, shall contain a bref statement of the nature of the Dispuie and the

relief requested and shall request negotiations among Senior Representatives.

(a)  Inthe event that any Notice of Dispute is given in accordance with this Anicle
42.1, the partics to the Dispute shall first seck settlement of the dispute by
negotiation between Senior Representatives. “Semior Representative” means
any individual who has suthority to negotiate the settlement of the Dispute for
a party to the Dispute, which for the GOVERNMENT shall mean the
Minister of Natural Resources. Wuhmﬁmiﬁ}duy:aﬁ:rltedmof

delivery of the Notice of Dispute, the Senior Rep ves

opr

plmuhdlebuwwilllmeﬂltlmllylmqnﬁhdm Imtlndphu
to exchange relevant mformation in an attempt to resolve the Dispute. If a
Senior Representative intends to be accompanied at the mecting by a legal
adviser, each other party shall be given written notice of such intention and its
Senior Representative may also be accompanicd at the meeting by a legal

adviser,

If the

Dispute cannot be resolved by negotiation in accordance with Article

42.1 (a) within sixty (60) days after the date of the receipt by each party to the
Dispute of the Notice of Dispute or such further period as the parties to the
Dispute may agree in writing, any party to the Dispute may seck seitlement of
the dispute by mediation in accordance with the London Court of International
Arbitration ("LCIA") Mediation Procedure, which Procedure shall be d d
o be incorporated by reference into this Article, and the parties 10 such

Dispute shall submit to such mediation procedure.

IfilusDupil:|lmtlmlnlwdtmd|unrbwuf[&}m{m}dq10fﬂw
of the

, or such further period as the parties to the

Dlw

myndlnwu:lmﬂmwrlm; under the mediation procedure under

Article 42.1 (b), and (B) one hundred and twenty (120) days after the delivery
of the Dispute Notice, any party 1o the Dispute may refer the Dispute to, and
seck final resolution by, arbitration under the LCIA Rules, which Rules shall
be decmed to be incorporated by reference into this Article.

(]
L]
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Any arbitration shall be conducted by three (3) arbitrators.

If the partics to the Disputc arc the GOVERNMENT and all the
CONTRACTOR  Entitles, the GOVERNMENT and  the
CONTRACTOR shall each appoint one (1) arbitrator. If the partics to
the Dispute arc the GOVERNMENT and more than one, but not all
the CONTRACTOR Entitics, the GOVERNMENT shall appoint one
(1) arbitrator and such CONTRACTOR Entitics shall appoint one (1)
arbitrator. If the partics to the Dispute are the GOVERNMENT and
one CONTRACTOR Entity, the GOVERNMENT and such
CONTRACTOR Entity shall cach appaint one (1) arhitrator.

In any event, the two arbitrators so appointed shall, in good faith, use

all reasonable endeavours to agree on the appomntment of the third
arbitrator, who will chair the arbitral iribunal. In case of failure to
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appoint an arbitrator or to agree on the appointment of the third
arbitrator, Rules of the LCIA shall apply.

Arbitration shall take place in London, England. The language o be
used in any prior negotiation, mediation and in the arbitration shall be
English. During the arbitration procedure and until the arbitral
take no actions that would impair the Contract. The arbitral award may
be enforced by any count of competent jurisdiction, including in the
Kurdistan Region. Any award shall be expressed in Dollars,

The Partics agrec that the arbitral award shall be final and not subject
to any appeal, including to the Courts of England on 1ssues of Law.

With respect to any matter referred to arbitration under Article 43.4,
the arbitral tribunal shall have the authority to amend this Contract to
restore the ic position refierred o in Article 43.3.

Experi Determination

422  Any disagreement between the Parties relating to Articles 15.9. 27.2 and 27.7, as well
s any disagreement the Parties agree to refer 1o an expert, shall be submined 10 an
expert. The Management Committee shall prepare and agree on appropriate terms of
reference relating to a disagreement (o be submitted 1o the expert, in accordance with
Amicle 85 (“Terms of Reference”), as soon as possible afier being notified of a
disagreement to be resolved by an expert. .

(€1}

© 2013 Kurdistan Regional Government, KRG

The disagreement shall be submitted to an expert sppointed by mutual
agreement of the Partics within thinty (30) days following the date of
preparation and agreement of the Terms of Reference by the

Committee. If the Partics cannot agree on the choice of the expert within such
thirty (30) day period, at the request of cither Party, the expert shall be
appointed by the President of the Encrgy Institute in London, England. Any
expert appointed must have the necessary qualifications for reviewing and
deciding on the subject matter of the disagreement.

The duties of the expert shall be stated in the Terms of Reference prepared and
agreed by the Manag, C ittee. The M, & ittee shall
prnqlﬂypmﬁedl:npﬂiwlﬂﬂheqrﬂdﬁmlufk:&mnuhmlhlhe
disagreement. Each Panty shall have the right 1o give 1o the expert in writing
any information which it considers useful, provided it does so within forty-five
{45) days after the expent’s appointment. Such information shall be provided
to the other Party at the same time and such other Party shall be entitled o
provide comments on such information to the first Party and the expert within
thirty (30) days afier receiving such inf ion. The expent shall have the
right to review and verify any information he deems uscful to assist him in his
review of the disagreement.

The expert shall render his decision within forty-five (45) days of his receipt
of the Terms of Reference and the information referred 10 in Article 42.2.
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Subject to the provisions of Article 15.9, any decision of the expert shall be
final and shall not be subject to any appeal, except in the case of manifest
error, frand or malpractice. Any costs und expenses associated with the expert
determination shall be shared equally between the Parties.

General

423 No negotiation, mediation, arbitration or expert determination procedure under this
Article 42 shall exempt the Purtics from fulfilling their respective legal andfor

ARTICLE 43 - GOVERNING LAW, FISCAL STABILITY AND AMENDMENTS

Governing Law

431 This Contract, including any dispute arising therefrom, thercunder or in relation
h and the ag to arbitrate in Article 42, shall be governed by English law
{except any rule of English law which would refer the matier to another junsdiction),
hﬁhﬂﬂmmhmnhmmﬂmdmltnﬂm]hw as well as
by principles and practice generally ped in petrol p g countries and in
the intemational petroleum industry.

Fiscal Stability
432 The obligations of the CONTRACTOR in respect of this Contract shall not be

changed by the GOVERNMENT and the general and overall equilibrium between
the Parties under this Contract shall not be affected in a substantial and lasting
manner.

The GOVERNMENT guarantees 1o the CONTRACTOR, for the entire duration of
this Contract, that it will maintain the stability of the legal, fiscal and cconomic
conditions of this Contract, as they resull from this Contract and as they result from
the laws and regulations in force on the Effective Date. The CONTRACTOR has
entered into this Contract on the basis of the legal, fiscal and cconomic framework
puwnlin;nd:ﬂmﬂlvebﬂ.If.n-yml&erihgﬂﬂ’euiﬂnlg.lhreuuy
change in the legal, fiscal andor fi & under the Kurdi

Law or other Law applicable in or to the Kurdistan Region whlcldeu-muulbg
affects the CONTRACTOR, the CONTRACTOR Entities or any other Person
entitled to benefits under this Contract, the terms and conditions of the Contract shall
be altered so as to restore the CONTRACTOR, the CONTRACTOR Entities and
any other Person entitled 1o benefits under this Contract to the same overall economic
position (taking into account home country taxes) as that which such Person would
have been in, had no such change in the legal. fiscal and/or economic framework
occurred,

If the CONTRACTOR believes that its economic position, or the economic position
of a CONTRACTOR Entity or any other Person entitled to benefits under this
Contract, has been detrimentally affected as provided in Article 43.3, upon the
CONTRACTORs written request, the Partics shall meet 1o agree on any necessary

83
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measures or making any appropriate amendments to the terms of this Contract to re-
establishing the equilibrium between the Parties and restoring the CONTRACTOR,
the CONTRACTOR Entities or any other Person entitled to benefits under this
Contract 1o the position {taking into account home country taxes) it was in prior to the
occurrence of the change having such detrimental effect. Should the Parties be unable
to agree on the merit of amending this Contract and/or on any amendments 1o be
made to this Contract within ninety (%0) days of the CONTRACTOR s request (or
such other period as may be agreed by the Parties), the CONTRACTOR may refer
the matter in dispute to arbitration as provided in Article 42.1, without the necessity of
first referring the matter to negotiation and mediation.

Wlhﬂprqudﬂbndlennmhlrﬂfﬂlcfmqnm;tb:mﬂmmdlhe
entitled to the benefit of any future changes to the petroleum legislation or any other
legislation complementing, amending or replacing it

The Parties agree to cooperate in all possible ways with a view to fully achieving the
hjectives of this C Tkmmllm:hlllfluilimedmpuﬁlmmnf
ﬂw]’vlm&wmc i by promptly g to the CONTRACTOR any

it, L umﬂghlndnuhnglvﬂlhlelny
u:ul:ufndltnudimwwﬂllmwhlh?uﬂnnbhmmlmmﬂul
benefit from the Contract.

Amendments

437  Any smendment 1o this Contract shall be the subject of a formal amendment, duly
approved

in writing by the Partics and subject to the same conditions of validity as
this Contract. Notwithstanding the foregoing, the GOVERNMENT has the right and
authority to waive the application of the provisions of this Contract on a case-by-case
basis without having to fulfil the conditions of validity of this Contract. should
CONTRACTOR so request,

This Contract constitutes the entire agreement of the Parties and supersedes any and

all prior gS OF agr in respect of the subject matter of this
Contract.

Unless otherwise expressty stated elsewhere in this Contract, no failure or delay of
any Party to exercise any right, power or remedy under this Contract shall operate as a
waiver thereof; nor shall any single or parial exercise of any such nght, power or
remedy preclude any ather or future exercise thereof or the exercise of any other right,
power or remedy.

Validity

4310 As signatones to this Contract for and on behalf of the GOVERNMENT, the
Ministry of Natural R in the Kurdistan Region and the Regional Council for
the ©il and Gas Affairs of the Kurdistan Region - lraq hereby represent that they
agree and approve this C for the pury of the Kurdistan Region Oil and Gas
Law.

Corporate Social Responsibility
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43.11 The Parties confirm mehmmlmmmtwhpl!ﬂmmfﬂud

with b rights p including those set forth in the Universal
Dnﬂnr.innnflhmkh&,ﬁﬂihﬂﬂﬂinnﬁmhhlmﬁmmﬂwmﬁ
Force and Fircarms by Law Enforcement Officials, United Nations Code of Conduct
for Law Enforcement Officials, and in a manner consisient with the laws of the
Kurdistan Region and Iraq and the Voluntary Principles on Security and Human
Rights, heing those principles for oil and mining companies developed by the United
States and the United Kingdom governments as a result of discussions with
companies and non-governmental organizations as published 20 December 2000.
Without limitation to amy other right or remedy which may be available to the
CONTRACTOR, the Parties agree that the faillure of the GOVERNMENT, or any
of its Ministrics or subdivisions lo observe these commitments shall, at the election of
the CONTRACTOR, be deemed to be an event of Force Majeure in accordance with
the provisions of Artacle 40.

The Partics confirm their mutual respect for the goals of the Extractive Industrics
Transparancy Initintive and in particular the goal of creating a standard for revenue
transparcncy in the oil, gas and mincral scctors.

ARTICLE 44 - NOTICES

All notices, d 1 ions, waivers, consents or other communications 1o be
wﬂdmmh&.ﬂm:ﬂhhwﬂm‘mﬂnﬂlmlhﬂhdﬁnm

mcqi.nﬂilhllhnﬁ u:upldlnmld:llm | (followed
delwuyhym; h ww&mhﬁm

in the Kurdistan hlnn}urkfollnwm;lii!-u
To the GOVERNMENT:

Attention:

His Excellency the Minister of Natural Resources
Address:
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TALISMAN (BLOCK K39) B.V.
Attention:  Nibel Webb
Address: Arrium Building,
Strawinskylaan 3159,
1077 ZX Amsterdam, The Netherlands

Email: mwebbd talisman-energy.com

A notice delivered by email (followed by air courier) shall, save for manifest error, be
deemed o have been delivered upon its transmission by email.

The above address and/or desy d representative of any of the Parties may be
changed on giving ten (lﬂlchrlpwrmtm:mll:oﬂlu Party delivercd pursuant to
Article 44.1.

ARTICLE 45 - TERMINATION

Subject to the provisions of Article 45.5, the GOVERNMENT shall have the right to
terminate this Contract in the event the CONTRACTOR:

{w)  fails to meet a materinl financial obligation expressly stated in this Contract; or

(b)  during the First Sub-Period does not carry out drilling and seismic scquisition,
as detailed in Article 10.2 or, during the Sccond Sub-Period (or carlicr), does
not carry out drilling and scismic acquisition, as detailed in Article 10.3; or

Hnm?wdumhamwdnfmhmm(%]mwm
with no cause or justification acceptable in 4 with this C or
under prudent intemational petroleum industry practice, it being recognised
that Force Majeure is an acceptable justification for such interruptions; or

ntentionally extracts or produces any mineral which is not covered by the
object of this Contract, unless such extrction or production is expressly
authorised or unavoidable as a result of operations camied out in accordance

with prudent mternational petroleum industry practice;

(e} if the CONTRACTOR comprises solely one entity, is declared bankrupt m
sccordunce with applicable Law: or

(f wilfully refuses to abide by negotistion, mediation, arbitration or expert
decision under Article 42.

The GOVERNMENT may also terminate the Contract only in respect of one
CONTRACTOR Entity if such entity is subject to a Change of Control for which the
GOVERNMENT has not given its authorisation in accordance with Article 39.7.
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453 At any time prior to the Development Period. the CONTRACTOR shall have the
right to terminate this Contract by surrendening the entire Contract Area in accordance
with the provisions of Article 7.
During the Developmem Period, the CONTRACTOR shall have the right o

terminate this Contract at any time by surrendenng all Production Areas, provided its
then current obligations have been satisfied in k with this Ci ct.

If the GOVERNMENT intends to excrcise its might to terminate this Contract
pursuant to Article 45,1, it shall first comply with the following provisions:

(e} The GOVERNMENT shall notify the CONTRACTOR of its intention to
terminate this Ci stating the for such termination and requesting
the latter:

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

If, within three {3) Months aficr the ristice reforred o in Article 45.5(a), the
CONTRACTOR hos not remedied the situation mn‘:ll.htﬂ of by the
GOVERNMENT 1o its satisfaction or offered ble to the
GOVERNMENT in each case acting reasonably. HieGOVEH‘.NMI:N'l'ﬂnH
notify the CONTRACTOR in writing that the Contract shall be terminated
from the termination date detailed in such notice, This Contract shall terminate
on such termination date wnless the CONTRACTOR issues a Notice of

Dispute as provided under Article 42, in which casc this Contract shall rempin
in force until a final settlement of the Dispute has been reached in accordance
with the Dispute resolution provisions of Arnticle 42,

The foregoing provisions of this Article 45.5 are subject to the proviso that, in case of
a Dispute where there has been breach of this Contract which has been submitied o
Dispute resolution pursuant to Article 42, the GOVERNMENT shall not be entitled
to exercise its right to terminate this Contract prior o a final determination under
Article 42 in favour of the GOVERNMENT.

If the GOVERNMENT terminates this Contract pursuant to the provisions of
Articles 45.1 and 45.5, the CONTRACTOR shall lose all its rights and interests
under this Contract. Notwithstanding the foregoing. the provisions of Articles 14.10,
16.7, 30, 31, 35.1, 35.3, 35.4, 35.7, 36, 38.2(c), 41, 42, 43.1 w0 43.6 shall survive the
termination or expiry of this Contract.

If the Contract is terminated under Article 45.2 or 46 the mterest of the relevant
CONTRACTOR Entity shall be transferred to the other CONTRACTOR Entities in
the proportions in which their respective percentage interests bear 1o the aggregate of
their respective percentage interests under the relevant Joint Operating Agreement or
in such other proportions as such CONTRACTOR Entities shall agree between them
for the market value thereof (as such term is defined in Article 39.7). Such transfer
shall not give rise to any Tax including on the ideration paid or received or on the
income or gain therefrom.
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ARTICLE 46 < APPLICATION OF CORRUPTION LAWS

Each CONTRACTOR Entity agrees that if it is. at any time, reasonably proves to be in
breach of Kurdistan Region Law concerning corruption any CONTRACTOR Entity or the
GOVERNMENT may terminate this Contract in respect of the defaulting CONTRACTOR
Entity.

ARTICLE 47 - COUNTERPARTS; EFFECTIVE DATE

The Partics may this Cq n parts, cach of which constituics an origmal,
and all of which, collectively, constitute only one agreement. The signatures of all of the
Parties need not appear on the same counterpart, and delivery of an executed counterpan
signature page by facsimile or clectronic scan s as cffective as exccuting and delivering this
Contract in the presence of the other Parties. This Contrct is effective as of the Effective
Date but not binding until delivery of one executed counterpart from cach Party 1o cach of the
other Parties. In proving this Contract, a Party must produce or account oaly for the executed
counterpart of the Party to be charged.

[Signature page follows.]
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Faneredinio 58 wM&M-

For he KURDISTAN REGIONAL GOVERNMENT

By
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On behalf of the Regional Council
for the Oil and Gos Affairs of
the Kurdistan Region - Irag

For each CONTRACTOR Entity
TALISMAN (BLOCK K39) B.V.,

By:
René Kuijper
Director

By:

Leonard van Sandick
Director

Minister of Natural Resources
Kurdistan Regional Government
On behalf of the Minstry of Natural
Resources in the Kurdistan Region

[Signature page to Topkhana PSC]
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ANNEX A
Map showing coordinates of Topkhana Block Contract Area corner points
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PARAGRAPH 1 - GENERAL PROVISIONS

Purpose

To classily expenditurcs, define further Petroleum Costs (in addition to those defined
as such in the Articles of the Contract), and prescribe the mamner in which the
CONTRACTOR's A shall be prepared and approved.

Definitions

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

In the event of any inconsistency or conflict between the provisions of this Annex and
the other provisions of the Contract, then the other provisions of the Contract shall

prevail.

Accounting Records and Reports

The CONTRACTOR shall maintain the Accounts in sccordance with Article 15.1
and in accordance with this Accounting Procedure, including in accordance with the
charts of Accounts agreed under Paragraph 1.4.2.

Within sixty (60) days of the Signature Date, the CONTRACTOR shall submit to
and discuss with the GOVERNMENT a proposed outline of chars of Accounts,
which outhne shall be in accordance with gemerally accopted standards and
recognized accounting systems and consistent with normal petroleum industry
practice and procedurcs. Within nincty (90) days of receiving the above submission,
the GOVERNMENT shall either provide writien notification of its approval of the
proposal or request in writing revisions to the proposal. Within one hundred and
cighty (180) days after the Signature Date, the CONTRACTOR and the
GOVERNMENT shall agree on the outline of charts of Accounts which shall
describe the basis of the ting 8y and | dures to be developed and used
under this Contract. Following such agreement, the CONTRACTOR  shall
Mﬂymmmmeﬂwmuﬂﬂfﬂmw#sﬂh
comprehensive chans of Accounts and manuals related 10 the

and reporting functions, and procedures which are, and shall be, dlmvod-niﬂ'lhr
Contract.

Motwithstanding the generality of the foregoing, the CONTRACTOR shall make
regular Statements relating to the Petroleum Operations. These Statements are as
shown:
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(a)  Production Statement (as indicated in Paragraph 6).

(b)  Value of Production and Pricing Statement (as indicated in Paragraph 7).
{c)  Cost Recovery and Share Account Statement (as indicated in Paragraph §).
(d)  Statement of Expenditures and Receipts (as indicated in Paragraph 9).

(e} Final End-of-Year Statement (as indicated in Paragraph 10).

(1 Budget Statement (as indicated in Paragraph 12),

All reports and statements shull be prepared in 1 with the Ci
K-dmllqulw md-hwﬁmmnomlmtmmufcﬂnufﬂlﬂe,
in accordance with p i ional petroleum industry practice.

Language and Units of Account

All Accounts shall be maintained and prepared in the English language and shall be
recorded in Dollars. Wher:mryhclmﬁmluu,ihzﬂml.hmnmly
also maintain A in other

Audit and Inspection Rights of the GOVERNMENT
In addition to the provisions of Articles 153 to 157 and 159, the following

provisions shall apply to any audit carried out in accordance with Articles 15.3 o
151

For purposes of auditing, the GOVERNMENT, acting reasonably and in accordance
with prudent international petroleum industry practice, may examine and verify, at
reasonable times upon reasonable prior written natice 1o the CONTRACTOR, all
chmunwcmrdm;hﬂwhuﬂmmsﬂumﬁm
ACCOUNLING cntrics, material s, payrolls. invoices and

other documents, mmq:uuium mmli including electronic records
i B adered yhyhﬂﬂmnﬂuﬂ'rhmditndmdﬁﬂn

charges and credits, values and treatments.

Furthermore, the auditors shall have the right in connection with such audit, to visit
and inspect at reasonable times, all sites, planis, facilities, warchouses and offices of
ﬁecmmmldmﬂymhdheﬂlysewmgﬂm Petroleum Operations and to
fuestion p iated with those Petrol Operations.

Where the GOVERNMENT requires verification of charges made by un Affiliated
Company of the CONTRACTOR, the GOVERNMENT shall have the right to
abtain an audit certificate for such changes from an mnternationally recognized firm of
public sccountants scceptable 10 both  the GOVERNMENT and the
CONTRACTOR, which may be the CONTRACTOR s statutory auditor.

All agreed adjustments resulting from an audit shall be promptly made in the
CONTRACTOR's Accounts and any conscquential adjustments to payments duc to
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the CONTRACTOR or to the GOVERNMENT, as the case may be. shall be made
prompily.

When issues are outstanding with respect to an audit, the CONTRACTOR shall
maintain the relevant documents and permit inspection thereof until the issue is
resolved.

Payments

Unless as otherwise provided in Article 24, Article 29 or other Articles of the
Contract:

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

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

Currency Exchange Rates

In addition 1o the provisions of Aricle 29, the following provisions shall apply to any
exchanges of currency carricd out in accordance with Article 29:

Amounts received and Petrol Costs n {. shall be comverted from other
currencies into Dollars hmemtecommmn-mmn
procedures which shall reflect generally P in the
ternational petrolenm industry, mdmlhwfuumtﬂﬂmmuhamdn
accordance with Article 29.

Accrual Basis, Cash Flow Basis and Reports

All books and Accounts shall be prepared on an accrual basis in accordance with
generally accepted accounting principles used in the international petroleum industry.

Values and Treatments
Values and treatments proposed by the CONTRACTOR relating to all Petroleum

Costs shall be subjeet to challenge by the GOVERNMENT in 'r.heumnenl‘nﬂilln
ensure that they are in accordance with the provisions of this A ing P/ e

PARAGRAPH 2 — CLASSIFICATION, DEFINITION AND ALLOCATION OF

COSTS AND EXPENSES

Segregation of Costs and Expenses

Petroleum Costs shall be segregated in accordance with the purposes for which such
Petroleum Costs are made. The purposes which shall qualify are:
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{a)  those which have been included in the approved Work Program and Budget
fior the year in which the Costs and Expenditures are made;

(b} expenditures incurred in cases of emergency as set out in Articles 11.7, 135,
13,9 355, 35.6 and any other Articles of the Contract;

fc}  any other purposes agreed i the Articles of the Contract; and
(d)  other items which have been agrecd by the Partics from time to time.

All Petroleum Costs recoverable under Puragraph 3 relating to Petroleum Operations
shall be classified, defincd and allocated as sct out below.

Exploration Costs

Exploration Costs are all direct and allocated indirect costs and expenditures incurred
in carrying out the Exploration Operations, including all direct and allocated indirect
costs and expenditures incurred in the search for Petroleum in an area which is, or was
at the time when such costs and expenses were incurred, pan of the Contract Area
including those *

Acrial, geophysical, geochemical, palcontological, geological, topographical and
seismic surveys and studics and their interpretation and purchased geological and
geophysical information.

Stratigraphic test hole drilling and water well drilling.

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

Facilitics to the extent used in support of the purposes described in Paragraphs 2.2.1,
2.2.2 and 2.2.3, including access roads.

That portion of all service expenditures and that portion of all gemeral and
ndministrative expenditures directly attributable 10 Exploration Costs or allocated
b ona i and equitable basis,

qul

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

Gas Marketing Costs

Gas Marketing Costs ure all direct and allocated indirect costs and expenditures
incurred in carrying out Gas Marketing Operations and include that portion of all
service expenditures and that portion of all general and administrative expenditures
dircetly atiributable to Gas Marketing Costs or allocated thercto on a consistent and
equitible basis.
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Development Costs

Development lennelll direct and allocated indirect costs and expenditures
incurred in carrying out Develop Operations including all direct and allocated
mdnmwﬂsaﬂwmdlmrwmmndm

Drilling wells which are completed as producing wells and drlling wells for purpases
of producing from a Petroleum reservoir, whether these wells are dry or producing
and drilling wells for the injection of water or gas o enhance recovery of Petroleum,

Completing wells by way of installation of casing or equipment or otherwise after a
well has been drilled for the purpose of bringing the well into use as a producing well
or as a well for the injection of water or gas to enhance recovery of Petroleum.

The costs of Petroleum production, transport and storage facilitics such as pipeli
MHMMMIMlLH&IquﬂW
cquipment, enhanced recovery systems, Petrol stornge facilitics, and access ronds
for production activities.

ing and design studies for the wells and facilities referred to m Paragraphs
241,242 and 2.4.3.

And including that portion of all service expendi and that portion of all general
and administrative expenditures dtm:l.'ly auributable 10 Dwelq:-ml Costs or
allocated thercto on a consistent and cquituble basis; and any other expenditure
incurred in the Development Operations and not otherwise covered under

Paragraph 2.3,
Production Costs

Production Costs are all direct and allocated indirect costs and expenditures incurred
in carrying out Production Operations, including all direct and allocated indirect costs
and expenses incurred in Petroleum Operations after First Production which are other
than Exploration Costs, Gas Marketing Costs, Development Costs  and
Dwnmumm&sll. hudlmwcm-chduﬁmpcmmnflllm
expenditures and portion of all | and administrative expenditures directly
lﬂﬂhienhndmucmwlnmndhm“lmmtmdqmbk
basis.

Decommissioning Costs

Decommissioning Cosis are all direct and allocated indirect costs and expenditures
incurred in carrying out Decommissioning Operations and include that portion of all
service expenditures and that portion of all genernl and administrative expenditures
directly attmbutable to Decommissioning Costs or allocated thereto on a consistent
and equitable basis, and the Decommissioning Reserve Fund shall be determined on
such basis, in advance of incorring such costs, as provided in Amicle 38 and, for the
purposes of cost recovery, the contributions to the Decommissioning Reserve Fund
shall be recovered in accordance with Article 38,
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Service Expenditures

Service expenditures are expenditures in support of Petrol Operations includi
mhﬂemwhulu.mnudmllluuﬂmmtﬂmﬂﬂ,fnﬂmnﬂwm
workshops, water and sewerage plants, power plants, housing, community and
recreational fucilities and fumiture, tools and equipment used in these activities.
Service expenditures in any Calendar Year shall include the costs incurred in such
year to purchase andior construct the said facilities as well as the annual costs of
maintaining and operating the same.  All service expenditures shall be regularly
allocated as specified in Paragraphs 2.2.5, 2.3, 2.4, Z.S-di.ﬁwﬁxphrnmCm
Gas Marketing Costs. Development Costs, Production Costs and D
Cmmpnmwlyndlhlilhupmlylhuwnmduﬂhnfthﬂummu
Where service expenditures  are made in respect of sharcd facilitics, the basis of
allocation of costs to Petroleum Operations shall be consistent and equitable and shall
be specified.

General and Administrative Expenditures

Cieneral and administrative expenditures are:

All main office, field office and general administrative expenditures in the Kurdistan
Region including supervisory, accounting. procurement and employee relations
seTvices.

Where the CONTRACTOR is an Affiliate of a group of companies whose
headquarters is Abroad (a “Foreign CONTRACTOR"), an annual overhead charge
shall be made for services rendered (excluding the direct expenditures as referred in
Paragraph 3.1.2(b}) by any Affiliate of the Forcign CONTRACTOR outside the
Kurdistan Region to support and manage Petroleum Operations under the Contract, or
where the CONTRACTOR, not being a Foreign CONTRACTOR draws upon the
services of an Affiliate within the Kurdistan Region, an annual overhead charge shall
be made for services rendered (excluding the direct expenditures as referred in
Paragraphs 3.1.2(a) and (b)) by such Affiliate to support and manage Petroleum
Operations under the Contract (“Parent Company Overhead™).

Parcnt Company Overhead wall be deemed to cover the actual cost (being salaries,
wages and labour burden, employee benefits, travel, hotel and other normally
reimbursable cxpenscs paid by the Affiliate of a CONTRACTOR in accordance with
Iusﬂnd.mlpulmlglpnlley in force in the relevant period, provision of office
and provision of services reasonably necessary for operation and
mhnwmdshﬁuﬁeﬂlhmdhmwnﬁwdhyihﬂwﬁmﬁwuf
CONTRACTOR's Affiliate, such as, but not limited to, intermational production
headquarters, intemational u:plwltn- headquarters, treasury, payroll, taxation,
insurance, legal, ications. services, controllers, personnel,
umm.hmvememhmdMﬂqumﬂmmuﬁg
and process engimeermg which:
{a)  cannot, withowt unreasonable effort andor expendimre or without the release

of confidential data proprictary to any of the CONTRACTOR s Affiliates, be
charged under any other section of this Annex: and
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i) are properly allocable to Petroleum Operations under the Contract. It is
understood, however, that services performed by the departments listed above
and other corporate departments which directly benefit Petroleum Operations
under the C ped as direct costs in accordance with
Paragraph 3.

In respect of the costs of the CONTRACTOR's Parent Company Overhead, as

described above, the CONTRACTOR shall charge monthly to Petrolenm Operations
un amount equal to the total of the following:

2.8.2.1 Exploration Overhead

The CONTRACTOR shall be entitled to an annual charge based on a sliding scale
percentage and charged monthly to Petroleum Operations. The basis for applying this
percentage shall be the total of Exploration Costs and Gas Marketing Costs during
each Calendar Year (exclusive of this Exploration Overhead) or fraction thereof less
expenditures which have been subjected to the two (2) per cemt fee, referred 10 in
Paragraph 3.1 8(b). The sliding scale percentage shall be the following:

For the first four million Dollars (US$4,000,000) four per cent (4%)
For the next four million Dollars (LS$4,000,000) three per cent (3%)
Owver eight million Dollars (L/S3$8,000,000) two per cent (2%)

The foregoing percentages may be reviewed but not more often than annually, and

any approved appropriate adjustment shall be made, if necessary, prospectively.

2.8.2.2 Development, Production and Decommissioning Operations Overhead

The overhead rates applicable to Development, Production and Decommissioning
Operations shall be agreed between the Parties in due course and shall incorporate the
following guidelnes:

(a)  The CONTRACTOR's charges must be charged as direct charges whenever
possible. Overhead charges exist only to compensate the CONTRACTOR's
Affiliates for costs which are properly allocable to Petroleum Operations
under the Contract but which cannot., without unreasomable effort andlor
release of confidential data proprictary o the CONTRACTOR's Affiliates,
be charged under any other section, Overhead costs are billed monthly.
Overhead must be commensurate with services rendered and based on actual
cost studies but may not exceed an amoum calculated as a percentage of
certam annual expenditures excluding Exploration Costs and

That percentage as well as the types of expenditures, which affect overhead
and those, which do not, shall be agreed among the Partics.
The maximum percentage rates may be revised by mutual agreement not more
often than unnually, The initial maximum percentage rates and the types of
ex itures 10 which they apply shall be as spon as the Parties possess
reasonably reliable cost estimates for the t Production Area.

7
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Overhead charges are not subject 1o audit by GOVERNMENT.

The CONTRACTOR shall upon request fumish at the end of cach relevant
Calendur Year to the GOVERNMENT a confirmation by its statutory auditor
that the overhead costs actually charged do not duplicate any other charges
and that the method used in allocating overhead to Petroleum Operations
hercunder as opposed to other activities is reasonable and in accordance with
generally accepted accounting practices.

(f)  The CONTRACTOR must budget for overhead charges,

All general and administrative expenditures shall be regularly allocated as specified in
Paragraphs 2.2.5. 2.3, 2.4, 2.5 and 2.6 to Exploration Costs, Gas Marketing Costs.
Development Costs, Production Cosis and Decommissioning Costs respectively and
shall be separately shown under cach of these categories.

PARAGRAPH 3 - COSTS, EXPENSES, EXPENDITURES AND CREDITS OF THE

11

CONTRACTOR
Costs Recoverable Without Further Approval of the GOVERNMENT

The following Petroleum Costs incurred by the CONTRACTOR pursuant to the
Contract as classified under the headings referred to in Paragraph 2 shall be
recoverable for the purpose of Aricle 25 of the Contract (cxcept to the extent
provided in Paragraph 4 or elsewhere in this Annex) without the requirement for

obtaining any further approval of the GOVERNMENT, subject to audit as provided
famnrﬂnhlimﬂ-huguh]ﬂ

Surface Rights
All direct costs nccessary for the acquisition, rencwal or relinguishment of surface
rights acquired and maintained in force for the purposes of the Contract.

Labour and Associated Labour Costs

(@) The CONTRACTOR's locally recruited emplayees based in the Kurdistan
Region: Costs of all CONTRACTOR s locally recruited employees who are
directly engaged in the conduct of Petroleum Operations under the Ce in
Mﬂmmﬁmlsmmmumwﬁ:mdﬂhﬁmm
b loyee benefits and GOVERNMENT benefits for
uq:lﬂym-lllcnu uvnnndmﬁcC(ﬂMCTOlummpbyw

and r
urpbyul.ﬂ.n.l:l bers of the employ
dependent children) as required by law or customary ice i
Region. If such employees are engaged in other activities in the Kurdistan
Region, in addition to Petroleum Operations, the cost of such employees shall
be apportioned on a time sheet basis according to sound and acceptable
sccounting principles.
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Assigned Personnel: Costs of salaries and wages including bonuses of the
CONTRACTOR's employees directly engaged in the comduct of the
Petroleum Operations under the Coniract. whether temporarily or

assigned, irrespective of the location of such employees, it being understood
that in the case of those personnel only & portion of whose time 15 wholly
dedicated to Petroleun Operations under the Contract, only that pro-rata
portion of applicable salaries, wages, and other costs as delineated in
Paragraphs 3.1 2(c), (d). (), {f) and (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 saluries and wages chargeable under Paragraph 3.1.2(b).

Expenses or contributions madc pursuant lo asscssments or obligations
imposed under Law which are applicable to the CONTRACTOR s cost of
salarics and wages chargeable under Paragraph 3.1.2(b).

mcoﬂmm!‘lmnfﬂhlnﬁdﬁmhew group life
stock p savings, bonus, and other
hmﬁﬁnnaf-ﬂhmmmﬂymﬂm&ammmns
mphyugmlﬂhwmhmhmhnumﬂmwwnhmlh
in the internats petroleum WK:*EID
u!.lenlnllmsudurpblemknnlgmﬂpuniom
Paragraph 3.1.2(b).

Actual transportation and travel expenses of employees ocI'CONTMI'."I'OIL
mcluding thosec made for travel and relocation of the cxpatriate emp
Iﬂllﬂln;ﬂi:&hnﬂuinﬂpmﬂeﬂbﬂh.ﬂdpﬂdhﬁekﬂmkqiu
whose salaries and wages are chargeable to Petroleum Operations under
Paragraph 3.1.2(b).

mﬂmﬁmmmﬁmmmandwm
Operations from their country of origin shall be charged to the Petrol Op
Tmmwafmmdwhmhwh_ﬂpumm:
country other than the country of their origin shall not be charged to the Petroleum
Operations. Transportation cost as used in this section shall mean the cost of freight
and passenger service, meals, hotels, insurance and other expenditures related to
vacation and transfer travel and authorized under the CONTRACTOR's standard
personnel policies. The CONTRACTOR shall ensure that all expenditures related 1w
transportation costs arc equitably allocated to the activitics, which have benefited
from the personnel concerned.

(g) R ble personal exj nfpm‘mel whose salaries and wages are
1 ble to Petrol Op under Paragraph 3.1.2(b) and for which
muwmmmmummmm‘s
standard personnel policies. In the event such expenses are not wholly
attributable to Petroleum Operations, the Petroleum Operations shall be
charged with only the applicable portion thereof, which shall be determined on
an equitable basis.
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3.3 Transportation and Employce Relocation Costs

The cost of transportation of employees, equipment, materials and supplies other than
us provided in Paragraph 3.1.2(f) y for the Juct of the Petrol

Operations under the Contract along with other related costs such as, but not limited
o, import duties, customs fees, unlonding charges, dock fees, and inland and occan

Charges for Services
(n)  Third Parties

The actual costs of contract services, services of professional consultants,
utilities, and other services necessary for the conduct of the Petroleum
Operations under the Contract performed by third partics other than an
Affiliate of the CONTRACTOR.

Affiliates of the CONTRACTOR

(i)

© 2013 Kurdistan Regional Government, KRG
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Professional and Administrative Services Expemses: cost of
professional und sdministrative services provided by any Affiliates of
the CONTRACTOR for the direct benefit of Petroleum Operations,
including services provided by the production, exploration, legal,
P financial, i nccounting and computer services
divisions other than those covered by paragraphs 3.1.4 (b) (1), 3.1.6
and 3.1.8 (b) which CONTRACTOR may usc in licu of having its
own employees. Such charges shall reflect the cost of providing their
services. Such charges shall not include any element of profit and shall
be no more or less favourable than similar charges for other operations
carried on by the CONTRACTOR and its Affiliates. The chargeout
rate shall inclede all costs incurred by Affiliates incidental to the
employment of such personnel including all Labour and Associated
Labour Costs and the cost of maintaining and operating offices and
providing all support services for such personncl. Costs of travel of
such personnel in respect of Petroleum Operations will be directly
charged.  The charges for such services shall not exceed those
prevailing if performed by non-Affilinted third parties, taking into
account the quality and availability of such scrvices. Where the work is
performed outside the home office base of such personnel. the daily
rate shall be charged from the date such personnel leave the home
office base where they usually work wp to their return 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.

Scientific or Techmical Personmel:  cost of scientific or technical
personnel services provided by any Affiliate 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. The chargeout rate shall include all costs incurred by Affiliates

10
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incidental 0 the

315 Communications

Cost of scquiring, lcasing. installing, operating, repairing and maintaining
communication systems including radio and microwave facilitics within and between
the Contract Arca and the CONTRACTOR s ncarest busc facility.

Office and Miscellancous Facilities

Net cost to the CONTRACTOR of cstablishing, maintaining and operating any
warchouse, housing or other facility dircctly serving the Petroleum
Operations. [ any such facility services more than one contract arca the net costs

office, sub-office,

T of such personnel including all Labour
and Associated Labour Costs and the cost of maimtaining and operating
offices and providing all support services for such personnel costs of
travel of such personnel in respect of Petroleum Operations will be
directly charged. The charges for such services shall not exceed those
prevailing if performed by non-affiliated third parties, taking into
account the quality and availability of such services. Unless the work
to be done by such personnel is covered by an approved Work Program
and Budget, the CONTRACTOR shall not suthorize work by such
personnel without approval of the GOVERNMENT.

Equipment and facilities: wse of equipment and facilities owned and
furnished by the CONTRACTOR's Affiliates, at rates commensurate
with the cost of ownership and operation; provided, -

rates shall not exceed those currently prevailing for the supply of like
cquipment and facilitics on comparable terms in the arca where the
Petroleum Operations are being conducted and shall be on an arm’s
length basis. On the request of the GOVERNMENT, the
CONTRACTOR shall provide the GOVERNMENT with evidence
of such rates being on an arm’s length basis. (If the GOVERNMENT
considers that any such ratc is not on an arm’s length basis then the
GOVERNMENT has the right to refer the matter o an expert
pursuant to Article 42.2 of the Contract). The equipment and facilitics
referred to herein shall
not limited o) drilling rigs, producing platforms, oil treating facilities,
oil and gas Ipading and transportation systems, storage

facilities and other major facilities, rates for which shall be subject to
sepurate agreement with the GOVERNMENT.

items such as {but

!h:woﬁ:hlﬂ b:l“ ated

[y

basis in accordance with prudent

nter »

Ecolugical and Environment
(a)  Costs incurred in the Contract Area as a result of legislation for archacological
and geophysical surveys relating to identification and protection of cultural
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Cnl.himedinmvimﬂim logical surveys ired by T ¥
authorities, including an | impact assessment commissioned
pmmmArﬁethjnflheCmm—i-ydhermhmmﬂh

complying with the requirements of Article 37;

fe)  Costs to provide or have ilable polluti i and removal
equipment;

(d)  Costs of sctual control and cleanup of oil spills, and of such further
responsibilitics resulting therefrom as may be required by applicable laws and

(e} Costs of restoration of the operating environment imcurred pursuant to am
approved scheme prepared in accordance with Article 38 of the Contract;

(fy Any costs incurred for the decommissioning of facilities and site restoration,
including any related activity required by the GOVERNMENT or other
competent authority or by the Contract; and

(gl Any contributions made by the CONTRACTOR 1o the Decommissioning
Reserve Fund in accordance with Article 38, when such contributions are
made.

Material and Equipment Costs
Costs of materials and supplies, equipment, machines, tools and any other goods of &

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 Petroleum Operations that may be used in the foreseeable future.
The accumulation of surplus stocks and inventory shall be avoided so far as is
reasonably practical and consistent with efficient and economical operations,
Inventory levels shall, however, take into account the time lag for
replacement, emergency necds, weather conditions affecting operations. und
similar considerations.

Components of costs, arm's length transactions - cxcept as otherwise
provided in paragraph 3.1.8(d) . material purchased by the CONTRACTOR
in arm's length transactions in the open market for use in the Petroleum
Operations under the Contract shall be valued to include invoice price less
trade and cash discounts (if any). licence fees. purchase and | fees
pluﬁe#ﬂ-dﬁmdqchphﬂmpmldm]yndpﬂnf
mﬁuﬂinumem.mﬁ.mm“

consular fees. excise taxes, other items ch bl i d materials
uilﬁmqp!ﬂbhh-dlnlldmmupmshmpuﬁ
importation to warchouse or operating site. Where an Affiliate of the
CONTRACTOR has arranged the purchase. coordinated the forwarding and
expedinng effort, s costs should mot exceed those currently prevailing in
normal arm's length transactions on the open market and in any case shall not

12
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exceed a fee equal to two per cent (2%) of the value of the materials added to
the cost of the materials purchased.

Accounting - such material costs shall be charged to the accounting records
and books in accordance with the “First in, First Out™ (FIFO) method;

Material purchased from or sold to Affiliaics of the CONTRACTOR or
transferred from other activitics of the CONTRACTOR to or from Petroleum
Operations under this Contract shall be valued and charged or credited at the
prices specificd in Paragraphs 3.1.8(dNi), 3.1.8(d}ii) and 3.1.8(d)iii):

(i}

© 2013 Kurdistan Regional Government, KRG
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New material, including used new material 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 length
transactions in the open market.

Uscd material (Conditions “B”, “C” and “D";

(A}  Material which is in sound and serviceable condition and is
suitable for re-use without reconditioning shall be classified as
Condition “B” and priced at seventy five per cent (75%) of the
current price of new material defined in Paragraph 3.1.8(dMi);

Material which cannot be classified as Condition “B"” but which
after reconditionmg will be further serviceable for its onginal
function shall be classified as Condition “C™ and priced at not
more than fifty per cent (50%) of the cument price of new
material as defined in Paragraph 3.1.8(d)i). The cost of
reconditioning shall be charged to the reconditioned material
provided that the value of Condition “C™ material plus the cost
of reconditioning do not exceed the value of Condition “B™
material;

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 it for use by the CONTRACTOR it shall be
disposed of as junk,

imvolving erection costs shall be charged at the applicable
condition percentage of the current knocked-down price of new
material as defined in Paragraph 3.1.8(d)i) .

When the use of material is temporary and its service to the Petroleum
Operations under the Contract does not justify the reduction in price as
provided for in paragraph 3.1.8.(d)iiNb), such material shall be priced
on 4 basis that will result in o met charge to the accounts under the
Contract consistent with the value of the service rendered.
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hﬂnmplina-whﬂgwmﬂunure-ilym&l:n
published or listed prices b of I igs, strikes or
nﬂmrmmniunnowwhichiheﬂbMﬂkh;mcmml,
the CONTRACTOR may charge Petroleum Operations for the
required material at the CONTRACTOR s acwal cost incurred in
providing such rial, in making it suitable for use, and in moving it
to the Contract Area; provided motice in writing is fumnished 1o the
GOVERNMENT of the propased charge prior to charging Petroleum
Operations for such material and the GOVERNMENT shall have the
right to challenge the transaction on audit.

Warranty of material fumished by the CONTRACTOR - the
CONTRACTOR docs not warrant the matcnial furnished. In case of
defective material, credit shall not be passed to Petroleum Operations
until adjustment has been received by the CONTRACTOR from the
manufacturcrs of the material or their agents.

(vii)  Adjustments arising from material inventories conducted in accordance
with Paragraph 5.2.

Equipment of the CONTRACTOR charged at rates not to exceed the average
commercial rates of non-affiliated third parties for equipment, facilitics,
installations and utilities for use in the area where the same are wsed. On
request, the CONTRACTOR shull furnish a list of rates and the basis of
application. Such rates shall be revised when found to be either excessive or

insufficient, but not more than once every six (6) Months.

cquipment lost in the hole or damaged beyond repair
may be charged unpln:mmmﬂku&pmdﬂmphu Iransportation costs
1o deliver like cquipment to the location where used

Use of leased or hired machinery andior equif in the Petroleum
Operations shall be charged at full cost to the CONTRACTOR. This may
in¢lude mobilisation and de-mobilisation charges, lease and hire fees, as well
as other contractual costs,

Rentals and Tuxes

AﬂreﬂlsnfevuyhndmdmmhledhyuyliNTndthm
imposed in connection with the CONTRACTOR's assets, income or activities under
the C and paid dircctly by the CONTRACTOR or any CONTRACTOR
Entity {save where the contrary is expressly provided in the Contract) with the

ion of Taxes described in Amicle 31.2) and bonus payments made under Anticle

y

ﬁmccommmnyconmmn Entity or any of its Affiliared

is o or withhalding tax as a result of services performed at
cnﬂfwlhtl’mlmﬂpﬂmwﬂwh(:mm its charges for such services
may be i d by the quired to cover such taxes (grossed up) ncluding
taxcs on such gross up.
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3.1.10 lnsurance and Losses

lmmmﬂmmﬂeﬂhﬂu&uﬁdﬂulﬁghﬁﬂﬂn
P provided that such insurance is customary, affords prodent
mmmrukmdnﬂammmwhghﬂmmﬁmdmn
cnmp:ﬂwhmbymc_pﬂlﬁﬂmmﬁﬁhﬁCuq:—nnﬁhe
CONTRACTOR. Except in cases of failure to insure where insurance coverage
mmhdpmmmhfmmhﬂﬂmmﬂlmmmuhcmmhb
to the extent not made good by insurance unless such losses result solely from an uet
of wilful misconduct by the CONTRACTOR. Such costs may include repair and
replacement of property in the Contract Area resulting from damages or losses
incurred by fire, flood, storm, theft, accident or such other cause,

Legal Expenses

All reasonable costs and expenses resulting from the handling, investigating.
asserting, defending, or settling ufln;r claim or legal action necessary or expedient for
the procuring, perfecting. and p ion of the Contract Arca, and in
defending or prosccuting lawsuits involving the Contract Area or any third party
claim arising owt of the Petroleum Operations under the C or sums paid in
respect of legal services y for the p ion of the joint interest of the
GOVERNMENT and the CONTRACTOR shall be recoverable. Such expenditures
shall include attorney’s fees, court costs, arbitration costs, costs of investigation, and

ent of evidence and amounts paid in settlement or satisfaction of any such
litigation and claims provided such costs are not covered elsewhere in the Annex.
Where legal services are rendered in such matters by salaried or regularly retained
lawyers of the CONTRACTOR or an Affiliated Company of the CONTRACTOR.
such compensation shall be included instead under Paragraph 3.1.2 or 3.1.4(b) as
spplicable.

3.1.12 Claims

Bwendnummdvmﬂmmﬂemorm;ﬁmﬂmhn.nhm.dmgx_
arising out of or relating to Petroleum Operations, except
llnqdﬁmwlubﬂmvud:huﬂhﬂemﬂtm

3.1.13 Training Costs

All costs and expenses incurred by the CONTRACTOR in the training of its
employees engaged in Petroleum Operations under the Contract,

3.1.14 General and Administrative Costs

The costs described in Paragraph 2.8.1 and the charge described in Paragraph 2.8.2.

3.1.15 Banking Charges and Currency Exchange Losses

Charges and fees by the banks for money fe and forcig +
mmuuﬂ-wmﬁwﬂnhmﬂhyﬁetﬂﬂﬂhﬂﬂkn
connection with the Petroleum Operations,
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3.1.16 Other Expenditures

Other reasonable expenditures not covered or dealt with in the foregoing provisions of
Paragraph 3 which are necessarily incurred by the CONTRACTOR for the proper,
economical and efficient conduct of Petroleum Operations.

Credit Under the Contract

The procceds, other than the proceeds from the sale of Petroleum received from
Petroleum Operations under the Contract, incleding the items listed below shall be
credited to the Accounts under the Contract for the purposes of Amicle 25 of the
Contract;

The proceeds of any insurance or claim or judicial awards in comnection with
Petroleum Operations under the Contract or any asscts charged to the Accounts under
the Contract where such operations or assets have been insured and the premia
charged to the Accounts under the Contract.

Legal costs charged 1o the accounts under Paragraph 3.1.11 and subsequently
recovered by the CONTRACTOR.

Revenue received from third parties for the use of property or assets the cost of which
has been charged to the Accounts under the Contract.

Any adjustment received by the CONTRACTOR from the supplicrs/manufacturers
or their ngents in connection with a defective material the cost of which was

previously charged by the CONTRACTOR to the Accounts under the Contract,

Rentals, refunds. including refunds of wxes paid, or other credits received by the
CONTRACTOR which apply to any charge which has been made to the Accounts
under the Contract, but excluding any award granted to the CONTRACTOR under
arbitration or expernt procecdings,

Costs origmally charged to the Accounts under the Contract for materials
subsequently exported from the Kurdistan Region or transfemred to another Contract
Area within the Kurdistan Region.

Proceeds from the sale or exchange by the CONTRACTOR of plant or facilities used
in Petroleum Operations the acquisition costs of which have been charged w the
A under the C

Proceeds derived from the sale or i of any intell the development
costs of which were incurred pursuant to and are mnmumhh.dulhe(:omun

Proceeds derived from the sale, exchange, lease, hire, transfer or disposal in any
manner whatsoever of any other item the costs of which have been charged to
Petroleum Operations,

Duplication of Charges and Credits
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Notwithstanding any provision to the contrary in this Accounting Procedure, there
shall be no duplication of charges or credits to the Accounts under the Contract,

PARAGRAPH 4 - COSTS AND EXPENSES NOT TO BE TREATED AS
RECOVERABLE

The following costs and expenditures shall not be included in the Petrol Costs
recoverable under Article 25:

4.1

Tmumwwﬁpdumymmlmhmymmm
dutics that may be included in the costs of 1al and equip purchased for the
Petroleum Operations:

Aqwmtm-hhhwmmmbywnfhﬁMithe
CONTRACTOR to fulfil its Minimum Expl Obligations in respect of the
relevant Sub-Period under the Contract.

The cost of any letier of guarantee, if any, required under the Contract;

The bonuses set out in Article 32 of the Contract;

Costs of marketing or transportation of Petroleum beyond the Delivery Point
(excluding Gas Marketing Costs);

Attorney's fees and other costs of proceedings in connection with arbitration under
mtuﬁm:cwwimmmmm
determination as provided in the C or this A ing Procedure;

Any inlerests, fees, costs and expenses paid by the CONTRACTOR for louns and
any other form of financing or advinces for the financing of the Petroleum Costs
entered mto by the CONTRACTOR with third partics or Affiliated Companics;

ty s hw 1t to Paragraph 3.1 8: o

Dwvidends, repayment of equity or repayment of intercompany loans;
Fines and penalties imposed under Law.

PARAGRAPH 5 - RECORDS AND VALUATION OF ASSETS
Records

The CONTRACTOR shall maintain detailed records of property in use for
Petroleum Operations under the Contract in accordance with prudent international

petroleum industry practice for exploration and production activities.
Inventeries
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Inventories of property in use in Petroleum Operutions shall be taken at reasonable
intervals but at least once a year with respect to movable assets and once every three
(3) years with respect to immovable assets. The CONTRACTOR shall give the
GOVERNMENT at least thirty (30) days written notice of its intention to take such
inventory and the GOVERNMENT shall have the night to be represented when such
inventory is taken.

Failure of the GOVERNMENT to be rey i at an i v shall bind the
GOVERNMENT 1o accept the inventory taken by the CONTRACTOR.

The CONTRACTOR shall clearly inform GOVERNMENT about the principles
upon which valuation of the mventory has been based, The CONTRACTOR shall
make every effort to provide to the GOVERNMENT & full report on such inventory
within thirty (30) days of the taking of the inventory. When an assignment of nights
under the Contract takes place the CONTRACTOR may, at the request of the

ignee, take a special 1 y provided that the costs of such inventory are borne

by the assignee.

PARAGRAPH 6 - PRODUCTION STATEMENT
Production Information
Without prejudice to the rights and obligations of the Partics under Article 16 of the

Contract, from the date of First Production from the Contract Arca the
CONTRACTOR  shall submit s monthly production statement to  the

GOVERNMENT showing the following information separately for cach pvh:m[
Development Arca and in aggregate for the Contract Area:

The quantity of Crude Ol produced and saved.

The quality charactenistics of such Crude Oil produced and saved.
The quantity of Natural Gas produced and saved.

The quality characteristics of such Natural Gas produced and saved.

The quantities of Crude Oil and Natural Gas used for the purposes of carrying on
drilling and production operations and pumping to field storage.

The quantities of Crade Oil and Natural Gus unavoidably lost.

The quantities of Natural Gas flared and vented.

The size of Petroleum stocks held at the beginning of the calendar Month in questi
The size of Petroleum stocks held at the end of the calendar Month m question,

6.1.10 The quantitics of Natural Gas reinjected into the Reservoir,
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6.1.11 In respect of the Contract Area us a whole. the quantities of Petroleum trunsferred at
the Measurement Pont, All quantities shown in this Su ent shall be exp d in

both volumetric terms (Barrels of oil and cubic meters of gas) and in weight (metric
ennes).

Submission of Production Statement
The Production Statement for cach calendur Month shall be submitted to the
GOVERNMENT no later than ten (10) days after the end of such calendar Month,
PARAGRAPH 7 - VALUE OF PRODUCTION AND PRICING STATEMENT
7.1 Value of Production and Pricing Statement Information

The CONTRACTOR shall, for the purposes of Article 15 of the Contract, prepare a
providng calculations of the value of Crude Oil produced and saved during
each Quarter.

This “Value of Production and Pricing Statement” shall contain the following
information:

The quantities and prices realized therefor by the CONTRACTOR in respect of
sales of Natural Gas and Crude Oil delivered to third parties made during the Quarter
in question.

The quantitics and prices realized therefor by the CONTRACTOR in respect of sales
of Natural Gas and Crude Oil delivered during the Quarter in question. other than to
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 GOVERNMENT not later than twenty-one (21) days after the end of such

PARAGRAPH 8 - COST RECOVERY AND SHARE ACCOUNT STATEMENT
8.1  Cost Recovery Statement

The CONTRACTOR shall prepare with respect to each Quarter a Cost Recovery
Statemnent containing the following information:-

Recoverable Petroleum Costs carried forward from the previous Quarter, if any.
Recoverable Petroleum Costs for the Quarter in question.
Credits under the Contract for the Quarter in question.

Total Recoverable Petroleum Costs for the Quarter in question (Paragraph .11 plus
Paragraph 8.1.2, net of Paragraph 8.1.3 ).

19
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Quantity and value of Petroleum applied to cost recovery pursuant to Article 25 taken
by the CONTRACTOR for the Quarter in question,

Amount of recoverable Petroleum Costs to be carried forward into the next Quarter
(Paragraph 8.1.4 net of Paragraph 8.1.5).

e lative Production St

The CONTRACTOR shall prepare with respect o cach Quarter a Cumulative
1. ) ISIIIIHI ) ﬁ. i+ vﬁ i :

The cumulative production position at the end of the Quarter preceding the Quarter m
question.

Production of Export Petroleum for the Quarter in question.
The cumulative production position at the end of the Quarter in question.

The amount of Petrolcum applicd to Royalty pursuant to Asticle 24, cost recovery
pursuant to Aricle 25 and Profit Petrolenm pursuant to Article 26 taken by the
GOVERNMENT and by the CONTRACTOR. respectively, during the Quarter in
question.

The forecast of production and the share of Petroleum applied 1o Royalty pursuant to
Article 24, cost recovery pursuant to Article 25 and Profit Oil pursuant to Article 26
due o the GOVERNMENT and to the CONTRACTOR, respectively, for the next
succeeding Quarter,

Preparation and Submission of Cost Recovery and Cumaulative Production
Statements

PtmamﬂCaﬂwaymdf‘ lative Prod col
estimated informati y. shall be submitted h,uucmmmn
mﬁrhthydnﬁﬂ-ﬁu&rﬁuwﬂ#mieﬂnfhm

Final quamerly Cost Recovery amd Cumulntive Production Statemems shall be
submitted within thirty (30) days of the end of the Quarter in question.

Annual Statement

Fulhpupuunl‘&rul: 15 of the Contract, an Annual Cost recovery and

lative Production St shall be submitted within mincty (%0} days of the
=n|lo{'ﬂ¢h Year. The Annual Statement shall contain the categories of information
listed in Paragraphs 8.1 and 8.2 for the Year in question, scparated into the Quarters
of the Year in question and showing the cumulative positions at the end of the Year m
guestion with respect 1o cumulative unrecovered Petroleun Costs and Cumulative
Production.

PARAGRAPH 9 - STATEMENT OF EXPENDITURE AND RECEIPTS
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The CONTRACTOR shall prepare with respect to each Quarter a Statement of
Expenditure and Receipts under the Contract. The Statement will distinguish between
Exploration Costs, Gas Marketing Costs, Development Costs, Production Costs and
Decommissioning Costs and will identify major items of expenditures within these
categonies. The Statement will show the following:

Actual expenditures and receipts for the Quarter in question.

Cumulative expenditure and receipts for the budget Calendur Year in question,
Latest forecast cumulative expenditures at the Calendar ¥ ear end.

Variations between budget forecast and latest forecast and explanations thercof.

The Statement of Expenditure and Receipts of each Quarter shall be submitted to the
GOVERNMENT no later than thirty (30) days after the end of such Quarter.

PARAGRAPH 10 - FINAL END-OF-YEAR STATEMENT

The CONTRACTOR will prepare a Final End-of-Year S The Swl will
mwummaaymwdulmﬂwmmv:huufmmm
Pricing Statement, Cost Recovery and Cumulative Producti and § of
Elp:ﬁrm-dluayhhtwdlhhmdumlqumnufmmlmmpﬂ&mdmd

| This Statement will be used to make any adj that arc ¥ o
hmmumﬂebyhtﬂﬂﬂAﬂOlunhﬂ:tmm The Final End-of-Y car
Statement of each Calendar Year shall be submitted to the GOVERNMENT within nincty
{90) days of the end of such Calendar Y ear.

PARAGRAPH 11 - AUDITS

Euhuﬁreptmdmmmlpmﬂdh-hmhﬂwwm&mnm
true and comrect, unless the GOVERNMENT maises an exception thereto within the
timeframe and under the process set out in Article ISofheCmacL

PARAGRAPH 12 - ANNUAL WORK PROGRAM AND BUDGET

11.1 Elchlmnll\\'ﬂk?mgnm-dhd’umhcmdummmm
11, 12 and 14 of the C in of Exploration Costs, Gas Marketing Costs,

I’

Development Costs and Production Costs mwclywillshuwlh: following:

11.1.1 Forecast expenditures for the budget Calendar Year m question including a
classification of such expenditures. =

11.1.2 Cumulative expenditures to the cnd of said budget Calendar Year.

11.1.3 A schedule showing the most important individual items of Development Costs (if
applicable) for said budget Year.
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PARAGRAPH 13 = CONTRACTOR ENTITY INCOME TAX COMPUTATION

131 For the purpose of Article 31.3{b} of the Contract, the net taxable profits of cach
CONTRACTOR Entity from all the Petroleum Operations carricd out under this
Contract, shall be calculated in accordance with this Paragraph.

Each CONTRACTOR Ennty shall maintain for cach Calendar Year scparaic
Accounts with respect to the Petroleum Operations which shall be used. inter alia, to
establish n profit and loss account and a balance sheet which will show the results of
the Petrolcum Operations carmied out in such Calendar Year as well as the asscts and
liabilities assigned or directly related thereto. ﬂupmﬁlnﬂlk-mwﬂh
maintained under the | method of

For purposes of determining the net taxable profils of cach CONTRACTOR Enlity
for corporate income tax purposes:

.1 the profit and loss account of such CONTRACTOR Entity shall be credited with the
following:

(a}  if the Royalty is paid in cash pursuant to Article 24, revenues ansing from the
disposal of Royalty volumes as recorded in such entity’s Accounts and
determined in i with the provisions of Article 24;

(b)  revemues arising from the disposal of uny Availuble Petroleum wo which such
entity is entitled for recovery of its Petroleum Costs as recorded in its
Accounts and determined in accordance with the provisions of Article 25;

mm&dmmnfmmmhmhmﬂmﬂtyh
entitled under Article 26 as is fed in its A and d d in
accordance with the provisions of Article 26;

(d)  any other revenues or proceeds directly connected to the Petroleum Operations
including those arising from the disposal of related Petroleum substances, or
from the treatment, storage and transportation of products for third parties:

(e} any exchange gains realised or other financial income earned by such entity in
ion with the Petroleum Operations;

13.3.2 the profit and loss nccount for such CONTRACTOR Entity shall be debited with all
charges incurred for the purposes of the Petroleum Operations whether incurred mside
or outside the Kurdistan Region, which charges shall include the following:

(1) in addition to the charges specifically set forth below in this Paragraph, all
other Petroleum Costs, including the costs of supplies, personnel and
manpower cxpenses, and the cost of services provided to  the
CONTRACTOR in ion with the Petroleum Costs;

if the Royalty is paid in cash pursuant to Article 24, Royalty payments made
and as recorded in such entity’s Accounts and determined in accordance with

the provisions of Article 24;
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Gieneral and administrative expenditures related to the Petroleum Operations
performed under this Contract;

depreciation of capital expendi i with the following
o

(i} capital expenditures incurred by the CONTRACTOR for the purposes
of the Petroleum Operations shall be depreciated on a reducing balance
hasis;
the depreciation rates, which shall be applicable from the Calendar
Year during which such capital expenditures are incurred, or from the
Calendar Year during which the assets corresponding to said capital
expenditures are put into normal service, whichever is later, for the
first Calendar Year in question and for cach subsequent Calendar Year,
are as follows:

Nature of the capital asset to be deprecisted  Annual depreciation Rate

Temporary buildings
Office and home furniture and fixtures
Productive wells
Production and delivery equipment
Drilling equipment
Pipelines
Automotive equipment
and aviati

All other capital assets

Exploration Costs (which for the aveidance of doubt include appraisal
expenditures) shall be deductible on 4 reducing balance basis at the rate of
20% per annum,

interest and fees puid to creditors of the CONTRACTOR, for their actual
amount;

losses of Asscts resulting from destruction or damage, assets which are
renounced or abandoned during the year, asscts which are transferred under

n
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Article 20.2, bad debts, indemnities paid to third parties as compensation for
damage;

any other costs, expenses, losses or charges directly related to the Petroleum
Wwﬂueﬂmhmmhwdmcmmnwnhm

Petroleum Operations as well as the bonuses provided in Article 32, the
Exploration Rental provided in Article 6.3, the Production Rental provided in
Article 13.10, the allocation to training, provided in Article 23.7 and the
allocation to the Environment Fund provided in Article 23.9, the costs
specificd in Articles 23,11, 38.1 and 38.6 and transportation and marketing

(i} the amount of non-offset losses relating to the previous Calendar Years, which
shull be cammied forwand for an indefinite period until full settlement of suid
losses or termination of this Contract;

13.3.3. the net profit of such CONTRACTOR Entity shall be equal w the difference
between all the amounts credited and all the amounts debited in the profit and loss
wecount; and

(e} if this amount is negative, it shall constitute a loss.

(b} if the amount is positive, it shall be grossed up to take account of the fact that
such entity’s corporate income tax s being settled out of the
GOVERNMENT s share of the Profit Petroleum in accordance with Aricle
31.2, by applying the following formula in order to provide such entity’s net

taxable profits for corporate income tax purposes:

Net Taxable Net Profits/ 100 - icable Rat Tax
Profits= 100

134 For purposes of determining cach CONTRACTOR Entity’s hability to corporate
income tax for a tax year in respect of the Petroleum Operations carried out under this
Cmthcnﬂuudrlnpmﬁhhfluy}fumﬁtuﬂ'lﬂlhudnphdbjh
pplicable rate of corp tax, as provided in Article 31.3(a).
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ANNEX C
KEY TERMS OF JOINT OPERATING AGREEMENT

The Joimt Operating Agreement will be the Associstion of International Petroleum
Negm tAIPN] Mnd.el Internationsl Cipnﬂrl; Agreement, 2002 version, with the

and pleted and revi included. The remaming clective
ﬂqﬁﬂlpﬂhﬁnxﬁﬂhmﬂﬂy*ﬁdbyk?ﬂhnwﬂnuymwmlhe
AIPN model as the Parties mutually agree.

14 Agreed Interest Rate LIBOR plus three.

B The rights, duties. obligations and Labilitics of the Contractor Entities under
the JOA shall be several, not joint or collective, Unless otherwise provided in
the JOA, cach Party shall to the extent of its participating interest hold
harmless, defend and indemnify every other Party, its Affiliates, and their
respective  officers,  dircctors, agents, consultants and cmployces (the
“Indemnitees”) from any and all costs, expenses (including reasonable
attorneys’ fees) damages, and liabilities incident to third pasty claims, demands
or causcs of action of cvery kind and character which arisc out of, relatc in any
way to or affect the joint operations that such Indemnitees may have suffered
or incurred in ¢xcess of the Party's Participating Interest share of such third
party claim, demand, cause of action, cost, cxpense. damages or liability.

removal of Operator by swo or more Nom-Operators representing 65% of the
Participating Interesss.

Operating Committee can remove Opetator if interest is below 209
Opcrating Committee can remove Operator if there s a direct change of
control.

Right of removal deleted

The Operating Committee shall cstablish Financial, Technical, and Above
Ground Issues subcommittees and any other subcommittees that the Operating
Committce considers appropnate. Each Party shall be entitled to be
represented on cach and every subcommuttee. Each Party shall be eatitled to
have up to 2 observers attend with the Party's representatives al meetings of
the Above Ground lssues subcommittee, Each Party has the nght on a
reasonable basis to call a meeting of a subcommittee, either in person in Erbil
or by teleconference, unless otherwise agreed by the partics. The functions of
the subcommittee shall be an advisory capacity or as otherwise determined
ununimously by the parties.

The mandate of the Above Ground Issues sub gnhdl' lude the right
o periodically review compliance with the Vol vy Principles of Securi
lad Human Rights, the Environmental and Community Rv:htmn
Practices of Talk the environmental and social impact

dics and their ive plan as well as other commitments on

o L
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these subject matters to the Government and local communities and other

Altlernate 1 O shall i lar HSE assessments. Non

| 4 B

Operators have the right to participate.

SA4DKE)m) Al

Passmark vote: 60% of the Pariicipating Inicresis is required; failing
approval of a proposal on that basis, Operator has the casting vote.

The JOA shall provide if the passmark is not achieved in respect of
certuin defined matters, (which shall include: completion of the
Minimum Work Obligations, security issues, matters dealing with the
local communities) then the matter shall be determined by reference to
the following voting procedure:

(i) the vote of two or more parties, which are not Affiliates, with
collectively at least 60%;

{ii}  the vole of two or more parties, which are not Affiliates. with
collectively at least 51%:;

{iif}  the position that received the largest number of votes, and in
the event of a tie:

{iv)  the vote of the Operator.

The JOA shall provide for the unanimous vote of the Operating
Committee with respect to certain matters including the approval of a
Development Plan.

5.13(B) Effect of a vote - deleted

6.4(B) Alternate 2 - Operator shall provide AFEs to Non Operators

7.5(8B) 3007 for G&G Data; 1600% for exploration; 1 200%, for appraisal_

2 amajorty in1 of the non defaulting Parties.

=l

A4(E) Included.
12.2(F) Altlemate | - pre-emprive right on Transfer

12.3C) Atlernate | - pre-emptive right on Change of Control

122,123 will include a statement that the provisions of Article 4 of the Contract
override any conflicting provisions of these Anicles.
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