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This Agreement is made on the XX day of XX and constitutes the agreement between:

The Government of the XXX Republic (hereinafter referred to as the "Government of XXX"),
represented by <>, [Minister for xxx]

and

The XXX (Petroleum) Corporation (hereinafter referred to as "XXX Corporation") represented by
<> its [Managing Director],

and

777 0Oil Company, a Company incorporated and existing under the laws of <Republic of Cyprus>,

hereinafter referred to as "Contractor", represented by <> its [Managing Director].

WITNESSETH

WHEREAS, Petroleum in or under any land in XXX is vested in the XXX Republic; and

WHEREAS the XXX Corporation has been established by law for the purpose (inter alia) of

promoting the development of the petroleum industry and the production of petroleum; and

WHEREAS, XXX Corporation intends to apply for an Exploration License over the area described
in Annex "A" and shown on the map in Annex "B" hereof and the Minister intends to grant the said

license; and

WHEREAS, the XXX Republic Petroleum Act ("the Act") makes provision with respect to exploring
for and producing petroleum and for that purpose subject to certain limitations and conditions

authorizes the Minister to grant Exploration Licenses, and

WHEREAS, XXX Corporation with the approval of the Minister wishes to engage Contractor to
carry out on its behalf Petroleum Operations in the area of the said license and in the area of any

Development License(s) granted to XXX Corporation hereunder; and

WHEREAS, Contractor is willing on certain terms and conditions to undertake the Petroleum
Operations aforesaid and has for that purpose the necessary financial capacity, technical competence

and professional skill.
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NOW, THEREFORE, the parties hereto agree as follows:

Article 1 Definitions

The words and terms used in this Agreement shall have the following meanings unless specified

otherwise.

(a) "Development Area", "Development License" "Development Operations" "Exploration
Operations" "In Default", "Location", "Minister" and "Petroleum" shall have the meanings assigned
to them respectively in Section X of the Act; "Adjoining Block" and "Discovery Block" shall have

the meanings assigned to them respectively in Section XX of the Act.

(b) "Affiliated Contractor" or "Affiliate" means any company holding directly or indirectly a
majority of shares in any company which is controlled directly or indirectly by any such aforesaid
company. For the purpose of the foregoing definition:

(1) a company is directly controlled by another company or companies holding shares carrying in the
aggregate the majority of votes exercised at general meetings;

(i) a particular company is indirectly controlled by a company or companies (hereafter called "the
parent company or companies") if a series of companies can be specified, beginning with the parent
company, so related that each company of the series, except the parent company or companies, is

directly controlled by one or more of the companies earlier in the series.
(c) "Appraisal Well" means any well drilled following a discovery of Petroleum in the Contract Area
for the purpose of ascertaining the quantity of Petroleum in the petroleum reservoir to which that

discovery relates.

(d) A "Barrel" means a quantity consisting of forty-two (42) United States gallons, liquid measure,

corrected to a temperature of sixty degrees (60 degrees) Fahrenheit.

(e) A "Calendar Month" or "Month" means any of the twelve months of the Calendar Year.

(f) "Calendar Quarter" or "Quarter" means a period of three (3) consecutive months starting with the

first day of January, April, July or October.
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(g) "Calendar Year" or "Year" means a period of twelve (12) consecutive months starting with

January 1 and ending with December 31.

(h) "Casinghead Gas" means Natural Gas which existed or exists in a reservoir in solution with Crude
Oil, or as free gas cap gas, and in or could be produced with Crude Oil from a well the predominant

production of which is or would be Crude Oil.

(1) "Contract Area" means the area which in accordance with Article 3(b) hereof constitutes the

contract area for the purpose of this Agreement.

(j) "Contract Expenses" means Exploration Expenses, Development Expenses, Operating Expenses,

Service Costs and General and Administrative Costs.

(k) "Crude Oil" means any hydrocarbon which:

(1) is in a liquid state at the well head or gas/oil separator or which is extracted from the gas or
casinghead gas in a plant including distillate and condensate, and

(i1) except where in Article 15 hereof the context requires otherwise, has been produced from the

Contract Area.
(1) "Delivery Point' means the point FOB of the XXX loading facility at which Crude Oil reaches the
inlet flange of the lifting tankship's intake pipe or such other point which may be agreed between

XXX Corporation and the Contractor.

(m) "Development Expenses" means those expenses as so categorized in Annex "D", the Accounting

Procedure.

(n) "Effective Date" means the date on which this Agreement is signed by the Government of XXX,
XXX Corporation and Contractor.

(o) "Exploration Expenses" means those expenses as so categorized in Annex "D", the Accounting

Procedure.

(p) "Exploration Period" means a period of exploration referred to in Article 4(b).
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(q) "Exploration Well" means a well drilled in the course of Exploration Operations conducted

hereunder but does not include an Appraisal Well.

(r) "General and Administrative Costs" means those costs as so categorized in Annex "D", the

Accounting Procedure.

(s) "Natural Gas" means natural gas both associated and non-associated and all its constituent

elements produced from any well in the Contract Area and all non-hydrocarbon substances therein.

(t) "Non-Associated Gas" means all gaseous hydrocarbons produced from gas reservoirs, and includes

wet gas, dry gas and residue gas remaining Natural Gas other than Casinghead Gas.

(u) "Operating Expenses" means those expenses as so categorized in Annex "D", the Accounting

Procedure after the extraction and liquid hydrocarbons therefrom.
(v) "Operator" means the person designated as the operator under an operating agreement executed
by the persons constituting the Contractor or the operating agreement executed by XXX
Corporation and the Contractor pursuant to Article 7.
(w) "Service Costs" means those costs as so categorized in Annex "D", the Accounting Procedure.
Article 2 Agreement

This Agreement constitutes an agreement made under Section XX of the Act.

Article 3 Responsibilities and Grant of Rights
(a) As soon as possible, but in any event not later than 30 days after the Effective Date, XXX
Corporation will apply for and Government of XXX, under and in accordance with the Act, will
grant to XXX Corporation an Exploration License over the area described in Annex "A" and shown

on the map in Annex "B" hereof. The said license shall be substantially in the form of the draft set

out in Annex "C" hereof.
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(b) Subject as hereinafter provided in sub-article (g) (ii) of this Article and sub-article (d) of Article
6, the areas which at any particular time are subject to the said Exploration License or subject to any
Development License granted to XXX Corporation for which application was made by XXX
Corporation at the request of the Contractor hereunder constitute for the purpose of this Agreement

the Contract Area.

(c) Save where Joint Operations have been established pursuant to Article 7, the Contractor, on the
terms and conditions set out herein, shall hive the exclusive right to conduct, on behalf of XXX
Corporation as license holder, Petroleum Operations in the Contract Area. Where the Contractor is
constituted by more than one person Contractor shall be the operator and the duties and obligation
under this Agreement shall be joint and several except where the parties specifically have agreed
otherwise in this Agreement. No change in Operatorship shall take effect unless it has been approved

blocks to be relinquished by XXX Corporation in accordance with the requirements by the Minister.

(d) The Contractor will:

(1) carry out the Petroleum Operations in the Contract Area diligently, with due regard to good oil
field practices and in such manner as to ensure that in respect of matters which are the responsibility
of the Contractor hereunder XXX Corporation is not in default;

(i1) furnish XXX Corporation with such information, reports, records and accounts relating to the
Petroleum Operations in the Contract Area as may be necessary to enable XXX Corporation to meet
its obligations under the Act and in particular, but without prejudice to the generality of the foregoing,
to meet the requirement of First Schedule thereof;

(ii1) if the Contractor has requested XXX Corporation to apply for any extension of the said

Exploration License , select the of this Agreement and the Act;

(iv) pay XXX Corporation within 30 days of the Effective Date the sum of 000.000.000 US $ [in

respect of geological and geophysical data relating to the Contract Area];

(v) subject to Article 8, reimburse XXX Corporation within 30 days from the date of payment
thereof, for the annual charges in respect of the said Exploration License or any Development License
granted to XXX Corporation at the request of the Contractor hereunder, payable by XXX

Corporation pursuant to section XX of the Act; and
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(vi) notify XXX Corporation promptly of any change in its circumstances, or those of any affiliate
upon whom it is dependent for efficient execution of its petroleum operations, which has or is likely

to have an adverse impact upon its ability to meet its obligations under this Agreement.

(e) XXX Corporation :

will, as license holder, take such steps as may be necessary from time to time to ensure that in respect
of the Contract Area it is not in default under the Act and will not in the Contract Area, without the
prior consent in writing of the Contractor, surrender any block or blocks, make any request that any

block or blocks be declared a Location, or apply for Development License;

if the Contractor so requests will:

(a) apply for such extensions of the said Exploration License as the Act may permit;

(b) When any application is made for an extension of the said Exploration License, relinquish to meet
the requirements of the Act only blocks selected for that purpose by the Contractor,

(c) pursuant to Section 33(1) (a) of the Act, request that a Discovery Block within the Contract Area
and such adjoining blocks not exceeding eight selected by the Contractor be declared by the Minister
to be a Location;

(d) apply for a Development License or Licenses over such block or blocks within the Contract Area
as the Contractor may specify for that purpose;

(e) make such other applications, requests, or representations in respect of the Contract Area which
the Act may require or permit to be made by a license holder.

(f) The Government of XXX:

(1) will take such actions (if any) as may be necessary from time to time to ensure that XXX
Corporation carries out its obligations hereunder and will not without the consent of the Contractor
seek or acquiesce in any waiver by XXX Corporation in respect of the Contract Area of its rights as
license holder under the Act;

(i1) undertakes that, where in the case of discovery of petroleum referred to in Section 29(1) of the
Act, XXX Corporation makes an application for further extension of the said Exploration License
the Minister will, in respect of any block to which paragraph (b) of subsection (1) of that Section
applies, grant an extension for such period not exceeding three years as may be required to appraise
the discovery;

(ii1) subject to sub-article d(iv) of this Article, will at the Contractor's expense make available to the

Contractor geological and geophysical data referred to in the said sub-article d(iv) in the possession
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or under the control of Government of XXX resulting from petroleum exploration by any other
Contractor in the Contract Area and the Contractor shall treat data as confidential;

(iv) subject to any requirement in the laws of XXX and subject to respect by the Contractor for the
rights of the others, will permit the Contractor, its servants and agents to have at all times access to
the Contract Area for the purpose of carrying on the Petroleum Operations hereunder and for such
purpose to move freely therein; and

(g) (1) The Contractor, on giving to XXX Corporation not less that 90 days notice in writing:

(a) may, if its obligations in respect of any Exploration Period have been fulfilled at any time
thereafter during that period, surrender its rights and be relieved of its obligations in respect of the
whole of the Contract Area;

(b) may, at any time after the grant of the said Exploration License, surrender its rights and be relieved
of its obligations in respect of any block or blocks forming part of the Contract Area; provided
however that no surrender by the Contractor of its rights over any part of the Contract Area shall
relieve the Contractor of its obligations to spend the sums and carry out the work described in Article
4 hereof.

(i1) where pursuant to this sub-paragraph the Contractor has surrendered its rights and been relieved
of its obligations in respect of any block or blocks forming part of the Contract Area not withstanding
that the said block or blocks continue to be subject to any Exploration or Development License
referred to in sub-article (b) of this Article the said blocks shall not for the purpose of this Agreement

constitute part of the Contract Area.

Article 4 Exploration Programme

(a) Subject to the provisions of this Article in discharge of its obligation to carry out Exploration
Operations in the Contract Area the Contractor shall during the several periods into which
Exploration Operations are divided hereunder carry out the work described and spend not less than

the sums specified in sub-article (b).

(b) Initial Exploration Period Commencing on the day on which the Exploration License is granted
to XXX Corporation pursuant to Article 3 and terminating on the fourth anniversary of that date:
Description of Work: Undertake geological and Geophysical surveys and related activities as deemed
necessary by the Contractor; shoot [ XX] kms of seismic; and Drill of [ XX] Exploration Wells.
Minimum Expenditure for this period : US $ 000.000 million.
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First Extension Period Commencing on the day on which a first extension of the license granted is
issued to XXX Corporation pursuant to Article 3 takes effect and terminating on the fourth
anniversary of that date:

Description of Work: Drill [XX] Exploration Wells; and undertake any additional geological and
geophysical surveys and related activities as deemed necessary by the Contractor.

Minimum Expenditure for this period : US $ 000.000 million.

Second Extension Period

Commencing on the day on which a second extension of the license granted to XXX Corporation
pursuant to Article 3 takes effect and terminating on the third anniversary of that dated:

Description of Work: Drill XX Exploration Wells; and undertake any additional geological and
geophysical surveys and related activities as deemed necessary by the Contractor.

Minimum Expenditure For this period : US $ 000.000 million.

No exploration Well drilled by the Contractor shall be treated as discharging any obligation of the
Contractor to drill Exploration Wells hereunder unless it has been drilled to the depth or stratigraphic

level agreed with the Minister, or before reaching such depth or stratigraphic level:

(1) the economic basement is encountered or

(i1) insurmountable technical problems are encountered which, in accordance with good oilfield
practice, makes further drilling unsafe or impractical; provided that if the said well is abandoned
owing to the said problems before reaching the economic basement, the Contractor shall drill a
substitute Exploration Well in the Contract Area to the same minimum depth as aforesaid unless

otherwise agreed with the Minister.

For the purpose of this sub-article "economic basement" means any stratum in and below which the
geological structure or physical characteristics of the rock sequence do not have the properties
necessary for the accumulation of petroleum in commercial quantities and which reflects the

maximum depth at which any such accumulation can be reasonably expected.

(d) Where in any Exploration Period the Contractor has spent more than the minimum expenditure
specified in sub-article (b) for that period the excess shall be credited against the minimum

expenditure specified in that sub-article for the next succeeding Exploration Period; provided
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however that nothing in this sub-article shall be construed as extinguishing or modifying any

obligation of the Contractor to drill Exploration Wells pursuant to this Article.

(e) The Exploration License issued to XXX Corporation pursuant to Article 3 and any extension
thereof shall be on terms and conditions relating to Work Programmes, and Minimum Expenditure
which correspond to the obligation of the Contractor under this Article and it is accordingly
understood and agreed that discharge by the Contractor of its obligations under this Article in respect
of any Exploration (d) Period will discharge for that period the obligations of XXX Corporation
relating to the Work Programme and minimum expenditure in respect of the license issued pursuant
to Article 3 and the terms and conditions of the license aforesaid and any extension thereof shall be

drawn up accordingly.

(f) The minimum expenditure for each period specified in sub-article (b) shall not have been satisfied
unless the total expenditure attributable to the work described in sub-article (b) equals or exceeds the
same mentioned in the said sub-article; provided that for this purpose all such attributable
expenditures shall be adjusted, commencing from the Effective Date, by dividing each of them by the

following factor 1, where:

1 = A/B and where:

A is the United States Industrial Goods Producer Price Index (USIGPPI) as Reported for the first time
in the monthly Publication "International Financial Statistics" Of the International Monetary Fund

(IMF) in the section "Prices, Production, Employment" for the Month of the Effective Date.

B is the USIGPPI as reported for the first time in the aforesaid IMF publication for the month of the

expenditure in question.

(g) For the purpose of this Article expenditure by the Contractor on an appraisal programme required
to discharge the obligations of XXX Corporation under Section 32(2) of the Act shall not treated as

expenditure for the purpose of satisfying the minimum expenditure obligations set out in sub-article

(b).

Article S Work Programmes and Advisory Committee

10
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(a) Within 30 days of the Effective Date, the Contractor shall prepare and submit to XXX
Corporation a detailed Work Programme and Budget setting forth the Exploration Operations which
the Contractor propose to carry out in the Calendar Year in which the Exploration License is first

issued to XXX Corporation hereunder and the estimated cost thereof.

(b) So long as the Exploration License issued to XXX Corporation hereunder remains in force, at
least three months prior to the beginning of each subsequent Calendar Year, the Contractor shall
prepare and submit to XXX Corporation a detailed Work Programme and Budget setting forth the
Exploration Operations which the Contractor propose to carry out in that Calendar Year and the

estimated cost thereof.

(c) Every Work Programme and Budget submitted to XXX Corporation pursuant to this Article and
every revision or amendment thereof shall be consistent with the requirements set out in Article 4
relating to work and expenditure for the Exploration Period within which the Work Programme and

Budget will fall.

(d) Every Work Programme and budget and, as the case may be, the appraisal programme referred to
in Article 6(e), submitted by the Contractor to XXX Corporation shall be reviewed by a joint
committee to be established by XXX Corporation and the Contractor. This committee, hereinafter
referred to as the "Advisory Committee", shall consist of four (4) members, two(2) of whom shall be
appointed by XXX Corporation and two(2) by the Contractor. The Chairman of the Advisory
Committee shall be selected by XXX Corporation from among the members appointed by it. Should
XXX Corporation wish to propose a revision of the proposed Work Programme and Budget, or
appraisal programme, as the case may be, shall within three(3) weeks after receipt thereof so notify

the Contractor specifying in reasonable detail its reasons.

Promptly thereafter, the parties will meet and endeavor to agree upon the revisions proposed by XXX
Corporation Following review by the Advisory Committee the Contractor shall make such
revisions as it deems appropriate and submit the work Programme and Budget or, without prejudice

to Article 6(f), appraisal programme, as appropriate, to XXX Corporation

(e) Subject to Article 4, on giving notice to XXX Corporation the Contractor nay amend any Work
Programme or Budget or any revised Work Programme or Budget submitted to XXX Corporation

but subject to any such amendment the Contractor shall carry out the Exploration Operations set

11
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forth in the Work Programme or revised Work Programme and spend not less than the sum provided

for in the Budget or revised Budget.

In the case of an appraisal programme, any amendments thereto proposed to XXX Corporation by
the Contractor will be subject to section 32(2) of the Act; where an appraisal programme has been
agreed by the Advisory Committee as referred to in Article 6(f), no amendment shall be made without
the approval of the Advisory Committee. A notice under this sub-article shall state the reasons why

in the opinion of the Contractor an amendment is necessary or desirable.

(f) Where the Contractor has discharged its obligations under this Article, the Minister will not
suspend or cancel any Exploration License granted to XXX Corporation hereunder by reason only
that XXX Corporation has failed to comply strictly with the requirements of paragraph (a) of sub-
section (1) of Section 30 of the Act or has failed to meet the requirements deemed to be included in

an Exploration License by reasons of that provision.

Article 6 Discovery and Development

(a) If Petroleum is discovered in the Contract Area, the Contractor will, within thirty days from the
date on which evaluated test results relating to the discovery are submitted to XXX Corporation,
inform XXX Corporation by notice in writing whether or not the discovery is in the opinion of the

Contractor, of potential commercial interest.

(b) If the Contractor informs XXX Corporation that in its opinion the discovery is not of potential
commercial interest then XXX Corporation will have the option to require the Contractor surrender
its rights and be relieved of its obligations in respect of the block or blocks comprising the geological

feature (as outlined by the relevant seismic data) in which the discovery is located.

(c) The option aforesaid will lapse if not exercised by XXX Corporation within twelve months from
the date on which notice was given to XXX Corporation by the Contractor pursuant to sub-article
(a) of this Article and during the said period of twelve months, and any subsequent period if the option
lapses without being exercised, the Minister will in respect of the discovery to which that notice

relates exempt XXX Corporation from the requirements of Section 32(2) of the Act.

12
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(d) Where pursuant to sub-article (b) of Article, the Contractor has surrendered its rights and been
relieved of its obligations in respect of any block or blocks in which the discovery is located,
notwithstanding that the said block or blocks continue to be subject to the Exploration License
referred to in sub-article (b) of Article 3, the said block or blocks shall not for the purpose of this

Agreement, constitute part of the Contract Area.

(e) Where the Contractor, pursuant to sub-article (a) of this Article, has informed XXX Corporation
that, in its opinion the discovery of potential commercial interest, the Contractor will, as soon as
practicable thereafter, submit, for the consideration of the Advisory Committee, its proposals for an

appraisal programme to meet the requirements of Section XX of the Act.

(f) Where:

(1) the Advisory Committee has agreed on an appraisal programme submitted by the Contractor as
aforesaid or on a revision thereof; and

(i1) a Location has been declared; the Minister will, to the extent necessary, extend the period within
which application may be made by XXX Corporation for a Development License so as to ensure
that the appraisal programme can be carried out and the results thereof assessed before the said period

expires.

(g) Where the Contractor has requested XXX Corporation to make application for a Development
License, the proposals accompanying such application pursuant to paragraph (a) of Section 36 of the
Act shall:

(1) be drawn up by the Contractor after consultation with XXX Corporation;

(i1) be designed to ensure the recovery from the Development Area of the maximum quantity of
Petroleum which the economics of the development shall justify; and

(ii1) accord with good oilfield practices.

(h) Where a Location has been declared, the Minister will not, without the prior agreement of the
Contractor, give any direction to XXX Corporation pursuant to Section 34(1) of the Act; provided
however that if application is made for a Development License in respect of any block or blocks
within that Location, nothing in this sub-article shall be construed as limiting the scope of any notice

which the Minister may give to XXX Corporation pursuant to Section 37(2) of the Act.

Article 7 Joint Operations

13
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(a) Save as provided in sub-article (b) and sub-article (c) (iii) of this Article, the Contractor shall
bear and pay all Contract Expenses incurred in carrying out Petroleum Operations hereunder and the
Contractor shall recover such expenses only from the Petroleum to which it is entitled at hereinafter

provided in Article 9.

(b)

(1) XXX Corporation may at any time, by notice in writing to the Contractor, elect to contribute in
the Specified Proportion to Contract Expenses other than Exploration Expenses (such Exploration
Expenses to include expenses in respect of an appraisal programme) incurred in the first and every
subsequent Development Area from the date such notice is rendered, providing that in the case of a
second and each subsequent development XXX Corporation has the option, exercisable separately
at or before the time the Development Plan is approved, not to participate in Joint Operations in
respect of which XXX Corporation has elected to contribute expenses as aforesaid. Any election in
respect of any Development Area shall be irrevocable. The Specified Proportion shall remain as
indicated in such notice unless and until such time that XXX Corporation renders a further notice in
writing to the Contractor indicating a specified proportion in excess of the Specified Proportion
indicated in the previous notice.

(i1) For the purpose of this Agreement the "Specified Proportion "means a proportion specified in a
notice given by XXX Corporation pursuant to sub-paragraph (i) of this sub-article, which does not
exceed the maximum indicated below with respect to the daily total production rate in the entire

Contract Area:

Daily total production rates Maximum Specified in the Contract Area Proportion Up to

<mponyuieHo/omitted>

(c) Joint operations shall be conducted hereunder in accordance with the terms and conditions of an
Operating Agreement to be concluded between XXX Corporation and the Contractor immediately
following the first notice given to the Contractor by XXX Corporation pursuant to sub-paragraph
( of sub-article (b) of this Article. The operating Agreement aforesaid will include provisions to give

effect to the following principles:

14
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(1) Contractor shall be the sole Operator of the Joint Operations under properly defined rights and
obligations and will carry out all operations pursuant to work programmes and budgets approved by
a Joint Operating Committee. The parties may review at any time the Operatorship of the Joint

Operations.

(i) A joint Operating Committee shall be established on which XXX Corporation and the
Contractor shall be equally represented. The representatives aforesaid shall have equal voting rights
on the Joint Operating Committee on all matters. In case of disagreement a third party expert, who
shall be mutually agreed upon and selected will resolve the disagreement and his decision shall be

final and binding on the parties to the disagreement;

(i11)) XXX Corporation shall be liable to contribute fee Specified Proportion of the Contract Expenses
other than Exploration Expenses (such Exploration Expenses to include expenses in respect of an
appraisal programme) of Joint Operations in all Development Areas in respect of which XXX

Corporation has elected to participate.

The balance of such expenses shall be contributed by the Contractor. The contributions aforesaid
shall be in such currencies as may be required from time to time by the Operator for the Joint
Operations approved by the Joint Operating Committee but XXX Corporation shall have the right
to finance in XXX Shillings and such amounts will count towards the total contribution which XXX
Corporation is obliged to make in respect of its share in Joint Operations. Failure by any party to
meet calls for funds within the time limits agreed shall result in liability for interest on the unpaid
amounts for the period that such amounts remain unpaid at rates substantially higher than

international commercial bank rates.

Article 8 Annual Charges

(a) The annual charge in respect of which the Contractor is obliged to reimburse XXX Corporation
pursuant to Article 3(d) (v) hereof in respect of the said Exploration License shall be an equivalent
amount in 000000 US §$ calculated subject to paragraph (b) below by charging the following amounts

for every square kilometre of the Contract Area retained:

0000 US$

15
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Initial Exploration Period

First Extension Period

Second Extension Period

The annual charge in respect of a Development License granted to XXX Corporation, for which
application was made at the request of the Contractor, shall be established as part of the development
plan, but shall be consistent with international industry practice regarding rentals for Development

Licenses;

(b)

<mpomyuieHo/omitted>

Article 9 Recovery of Costs and Expenses and Production Sharing
(a) There shall be no "ring fencing" of exploration blocks in XXX. The petroleum exploration 16
expenses in one license area shall be carried over to the next license area. The resulting cumulative

expenses shall be recovered from the "Cost Oil" from the subsequent license area in case of discovery.

(b) Subject to sub-article (c) below and sub-article (a) of Article 11, all Contract Expenses incurred
by the Contractor and, where Joint Operations have been established, by XXX Corporation shall
be recovered from a volume of Crude Oil (hereinafter referred to as "Cost Oil") produced and saved

from the Contract Area and limited in any Calendar Year to an amount not exceeding:

(1) Sixty percent (60%) of total Crude Oil production from the Contract Area when the total
cumulative production in the Contract Area after the Effective Date is equal to or less than 25 million

barrels of Crude Oil, and

(11) Fifty percent (50%) of the next 25 million barrels of total Crude Oil production from the Contract
Area (i.e., from when the total cumulative production in the Contract Area after the Effective Date

exceeds 25 million barrels but is equals to or less than 50 million barrels), and
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(ii1) Forty percent (40%) of all Crude Oil produced and saved from the Contract Area when the total
cumulative production in the Contract Area after the Effective Date Exceeds 50 million barrels,
provided that where the applicable percentage changes in the course of any Calendar Year the
applicable percentage shall be applied pro rata to the portion of annual Crude Oil production occurring

in each band of cumulative production.

(c) Contract Expenses which pursuant to the provision of Annex D, may recovered from Cost Oil are
hereinafter referred to as "Recoverable Contract Expenses". Such expenses may be recovered as from
the date they have been incurred. To the extent that in any Calendar Year the Recoverable Contract
Expenses exceed the Cost Oil available under Article 9 (b), the unrecovered excess shall be carried
forward for recovery in the next succeeding Calendar Year and, to the extent not then recovered in

the subsequent Year or Years.

(d) Where, additionally, Joint Operations have been established:

(1) No Contract Expenses incurred by XXX Corporation shall be recovered from the Cost Oil unless

there is production from a Development Area in respect of which there are Joint Operations;

(i1) The available Cost Oil shall be applied first to recover Operating Expenses, and the Contractor
and XXX Corporation shall be entitled to recover such Expenses in proportion to their individual
cumulative unrecovered Opening Expenses. After recovery of Operating Expenses any excess Cost
Oil available for distribution shall be applied to recover Exploration Expenses. After recovery of
Operating Expenses and Exploration Expenses any excess Cost Oil available for distribution shall be
applied to recover Development Expenses, and the Contractor and XXX Corporation shall be
entitled to recover such expenses in proportion to their individual cumulative unrecovered
Development Expenses. Any unrecovered Contract Expenses shall be recovered out of the Cost Oil

available in the next succeeding Calendar Year or Years in the same manner as set out herein.

(e) Subject to the limitations set out in sub-article (b) above, the quantity of Cost Oil which the
Contractor and, if Joint Operations have been established, XXX Corporation actually require and
shall be entitled to in any Calendar Year will be established on the basis of the average fair market
price per barrel determined in accordance with Article 10 herein (f) (i) For the purpose of sharing
incrementally between the parties the balance of Crude Oil available in any Year after Recoverable

Contract Expenses have been recovered to the extent and in the manner aforesaid (hereinafter referred
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to as ("Profit Oil"), total Crude Oil production from the Contract Area shall be divided into the

following increments:

Increments of daily total production rates in the Contract Area

<mpomyuieHo/omitted>

(i1) The increments of production referred to this Article 9 and also in Article 7 herein shall be
specified in terms of average daily production rates (barrels of oil per day, BOPD). The average daily
production rates shall be determined for each Calendar Quarter and shall be calculated by dividing

the total quantity of Crude Oil produced and saved from the

Contract Area during any Quarter by the total number of days during which Crude Oil was produced
in such Quarter.

(ii1) The quantity of Cost Oil required to satisfy Recoverable Contract Expenses in any Year shall be
allocated to each of the applicable increments of production in the same proportion as the total

production in each increment of production bears to total production from the Contract Area.

(g) If there are no Joint Operations, after allocation of Recoverable Contract Expenses in accordance
with sub-article (f)(ii1) above, the resulting Profit Oil in each increment of production shall be shared

as follows:

Increments of daily total XXX Corporation Share Contractor Production rates in the of Profit Oil

Share of Contract Area Profit Oil

<mponyuieHo/omitted>

(h) If there are Joint Operations in all Development Areas, XXX Corporation's share of Profit Oil
indicated in sub-article (g) above relative to each increment of production shall be increased by the
number of percentage points obtained by multiplying the percentage of the Specified Proportion
determined in accordance with article 7(b) (i1) by the share of Contractor's Profit Oil indicated in
sub-article (g) above relative to such increment of Profit Oil, and the Contractor's share shall be
reduced accordingly. However, where XXX Corporation has elected pursuant to Article 7(b) (i) not

to participate in Joint Operations in all Development Areas, the increase in XXX Corporation's share
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of Profit Oil shall be the result of the above calculation multiplied by the ratio of total production

from Joint Operations total production in the Contract Area during each Year.

(1) With respect to this Article, Cost Oil and Profit Oil calculations shall be done for each Calendar
Quarter and the Crude Oil provisionally shared accordingly. To the extent that actual quantities,
expenses and prices are not known, provisional estimates of such data based on the approved Work
Programme, budget and any other relevant documentation or information shall be used. Within 60
days of the end of each Calendar Year a final calculation of Cost Oil and Profit Oil based on actual
Crude Oil quantities, prices and recoverable costs and expenses in respect of that Calendar Year shall
be prepared and any necessary adjustments to the Crude Oil sharing shall be agreed upon between

the Contractor and XXX Corporation and made as soon as is practicable.

Subject to Article 15(d), the Contractor will be free to export any Petroleum received by the
Contractor pursuant to Article 9 and 11 of this Agreement and to retain the proceeds of the sale of
such Petroleum outside XXX; the Contractor shall be exempt from any duty, tax or any other

financial impost in respect of the export of Petroleum hereunder.

Article 10 Valuation of Crude Oil

(a) The parties hereby agree that XXX Crude Oil produced and saved from the Contract Area shall
be sold or otherwise disposed of at competitive international market prices. The average fair market
price of XXX Crude Oil marketed in any Calendar Quarter shall, for the purpose of giving effect to

this Agreement, be determined as follows:

(1) as soon as possible after the end of each Calendar Quarter in which Crude Oil has been produced
from any Development Area pursuant to this Agreement an average price (in terms of USS per barrel,
FOB the Contractor's actual loading point for export from XXX) for each separate volume of Crude
Oil of the same gravity, sulphur and metal content, pour point, product yield and other relevant
characteristics ("quality)" shall be determined in respect of production during that Calendar Quarter.
It is understood that production from different Development Areas may be of differing quality and
that separate average prices may accordingly be appropriate for any Calendar Quarter in respect of
production for each Area, in which event the overall price applicable to production from the Contract
Area shall be determined by talcing the arithmetic weighted average (weighted by volume) of all such

prices separately determined.
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(2) The prices aforesaid shall be determined on the basis of international fair market value as follows:
(1) in the event that 50% or more of the total volume of sales made by the Contractor during the
Calendar Quarter of Crude Oil of a given quality produced and saved hereunder have been third party
arms length sales transacted in foreign exchange (hereinafter referred to as "Third Party Sales"), the
fair market valuation for all Crude Oil of that quality will be taken to be the simple arithmetic average
price actually realised in such Third Party Sales. This will be calculated by dividing the total receipts
from all Third Party Sales by the total number of Barrels of Crude Oil sold in such sales;

(ii) subject to sub-paragraph (3) below, in the event that less than 50% of the total volume of sales
made by the Contractor during the Calendar Quarter of Crude Oil of a given quality produced and
saved hereunder have been Third Party Sales, the fair market valuation for all Crude Oil of that quality

will be determined by the arithmetic weighted average of:

(A) the simple arithmetic average price actually realised in the Third Party Sales during the Calendar
Quarter of such Crude Oil produced and saved hereunder, if any, calculated by dividing the total
receipts from all Third Party Sales by the total number of Barrels of Crude Oil sold in such sales; and

(B) the simple arithmetic average price per Barrel at which a selection of major competitive crude
oils of generally similar quality to that of XXX Crude Oil produced hereunder were sold in
international markets during the same period; the prices of the crude oils used for reference will be
adjusted for differences in quality, quantity, transportation costs, delivery time, payment and other

contract terms.

The selected crude oils will be agreed between the Contractor and Government of XXX, in
consultation with XXX Corporation, in advance for each Calendar year and in making the selection
preference will be given to those crude oils of similar quality to XXX Crude Oil which are produced
in Africa or the Middle East and are regularly sold in the same markets as XXX Crude Oil is normally
sold.

The arithmetic weighted average aforesaid will be determined by the percentage volume of sales of
XXX Crude Oil by the Contractor that are, (A), and that are not, (B), as the case may be, Third Party
Sales during the Calendar Quarter in question.

(ii1) all such prices will adjusted to FOB the Contractor's actual loading point for export from XXX;
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(iv) for the purposes of this Article, Third Party Sales of Crude Oil made by the Contractor shall
include any third party arms length sales made by the Contractor on Government of XXX's behalf
pursuant to Article 15 herein but shall exclude:

(A) Sales, whether direct or indirect through brokers or otherwise, of any seller to any Affiliate of
such seller.

(B) Crude Oil exchanges, barter deals or restricted or distress transactions, and more generally any
Crude Oil transaction which is motivated in whole or in part by considerations

(B) other than the usual economic incentives for commercial arms length crude oil sales.

(3) In the event that less than 50% of the total volume of sales by the Contractor during the Calendar
Quarter of Crude Oil of a given quality produced and saved hereunder have been Third Party Sales,
the Contractor shall promptly notify Government of XXX and XXX Corporation of the applicable
percentage and respective volumes and prices realised. Government of XXX and XXX Corporation
shall have the right to elect for the fair market valuation for all Crude Oil of that quality to be
determined for that Quarter in accordance with sub-article 10 (a) (2) (1) above. If Government of
XXX and XXX Corporation. so elect they will notify the Contractor in writing within 14 days of
receipt of the original notification from the Contractor, and the fair market valuation of the aforesaid
Crude Oil shall be determined accordingly. If Government of XXX and XXX Corporation do not
so elect then the fair market valuation shall be determined in accordance with sub-article 10 (a) (2)

(i1) above.

(b) The Contractor shall be responsible for establishing the relevant average prices for Crude Oil in
accordance with this Article and such prices shall be subject to agreement by XXX Corporation
before they shall be accepted as having been finally determined. The Contractor shall provide XXX
Corporation with all relevant material in order that it can satisfy itself that the average price
determined by the Contractor is fair. If the parties fail to agree on the average price for any Calendar
Quarter within 30 days following the end of such Quarter then the calculation of the relevant average
price shall be referred to a sole expert appointed pursuant to sub-article (d) below. The sole expert's

determination shall be final and binding.

(c) During the Calendar year in which production from the Contract Area commences the parties will
meet in order to establish a provisional selection of the major competitive crude oils and an
appropriate mechanism for the purposes of giving effect to sub-article 10(a) (2)(ii) (B) above. The

selection of crude oils will be reviewed annually and modified if necessary.
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(d) In the event of any difference or dispute between the Contractor and Government of XXX or
XXX Corporation concerning selection of the major competitive crude oils, or more generally about
the manner in which the prices are determined according to the provisions of this Article 10, the
matter or matters in issue shall finally be resolved by a sole expert appointed by agreement between
the parties or, in the absence of such agreement, by the British Institute of Petroleum. The costs of
the expert shall be shared equally between the Contractor on the one hand and the Government of

XXX and XXX Corporation on the other hand.

Article 11 Natural Gas

(a)

(1) Where the Contractor has informed XXX Corporation that Non-Associated Natural Gas
discovered in the Contract Area is of potential commercial interest,the parties will, as soon as possible
after completion by the Contractor of an appraisal programme, meet together with a view to reaching

an agreement on the development, production, processing and sale of such gas.

(2) For the purpose of the aforesaid, the parties undertake to negotiate in good faith and in doing so
will seek to give effect to the following principles:

(1) all Contract Expenses directly attributed to the discovery and production of such gas shall be
recovered from part thereof and the remainder of the gas shared between the Contractor and XXX
Corporation as far as possible in accordance with the scheme for cost recovery and sharing of Profit
Oil set out in Article 9;

(i1) to the extent that market conditions permit, gas will be valued for cost recovery and sold for

processing or export at prices which will give to the Contractor a fair return on its investment.

(b) Where :

(1) Non-Associated Natural Gas has been discovered in the Contract Area, and

(i1) a Location has been declared in respect of a Block or Blocks in which such discovery is located,
and

(ii1) the parties agree that the Non-Associated Gas discovered by the Contractor exists in the Contract

Area in quantities sufficient to justify consideration of an export scheme,
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the Minister will, if XXX Corporation at the request of the Contractor applies in that behalf, extend
for a reasonable time, not to exceed five (5) years, the period within which XXX Corporation may

apply for a Development License over a Block or Blocks within that Location.

(c) Subject to the provisions of the Act, Natural Gas associated with Crude Oil and not used in
Petroleum Operations may be flared only if the use thereof is uneconomic. However, XXX
Corporation may elect to offtake, free of charge, at the wellhead or gas oil separator and use for
domestic requirements such Natural Gas that would otherwise be flared, provided that all costs
associated with XXX Corporation's utilisation of the Natural Gas be borne by XXX Corporation It
is understood that such offtake should not be detrimental to the prompt conduct of oil field operations

according to good oil field practice.

Article 12 Taxation and Royalty

(a) Subject to sub-article (b) below [option (2)], to tax, duty, fee or other impost shall be imposed on
the Contractor or its shareholders in respect of income derived from Petroleum Operations hereunder
or in respect of any property held or thing done for any purpose authorised or contemplated hereunder
other than:

(1) Additional Profits Tax at the rates and calculated in the manner herein provided;

(i1) Subject to the provision of Article 19, import duties at the rates specified from time to time in the
Customs Tariff Act.

(ii1) Taxes, duties, fees or other imposts for specific services rendered on request or to the public or
commercial enterprises generally and rent due to the Government of XXX in respect of any land
rights granted or assigned to the Contractor;

(iv) Local Government of XXX rates or taxes not in excess of those generally applicable in XXX;
(v) Stamp duties, registration fees, license fees and any other tax, duty, fee or other impost of a minor

nature.

(b)

[BapmanT 1/option (1)]

The Contractor shall not be subject to taxes on income derived from Petroleum Operations hereunder

and Government of XXX shall pursuant to applicable law grant any exemption necessary to give

effect to this accordingly.
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[BapuanT 2/option (2)]

In addition to the taxes, duties, fees and imposts listed in sub-article (a) above, the Contractor shall
be subject to XXX taxes on income derived from Petroleum Operations hereunder and XXX
Corporation shall pay such tax on behalf of the Contractor in accordance with the provisions of
applicable law as amended from time to time. Provided, however, that where in any tax year the value
of XXX Corporation's share of Profit Oil, net of the royalty payable pursuant to sub-article (d)
below, is less than such income taxes to which the Contractor is subject in respect of that tax year
pursuant to Section 15 of the Income Tax Act exempt the Contractor from payment of income taxes
of such amount as represents the difference between the taxes payable by the Contractor and the
value of the aforesaid XXX Corporation's share of Profit Oil net of the royalty payable in the
aforesaid tax year. The Contractor will be responsible for submitting returns to the Income Tax
Department and the Commissioner of Income Tax will issue the Contractor with a receipt evidencing
payment of the income tax determined in accordance with this sub-article. Such receipt shall detail
the tax year in respect of which the tax is paid, the amount of tax paid and the effective tax rate applied

as a result of the exemption granted by the Government of XXX pursuant to applicable tax law.
For the purpose of this sub-article (b):

"gross income" means the fair market value of the Contractor's share of Cost Oil and Profit Oil as
determined in accordance with Article 10, the proceeds (if any) from the sale of Natural Gas to which
the Contractor was entitled, any other income related to the Petroleum Operations and a sum equal
to XXX income tax paid for the preceding tax year,

"recoverable costs" means the Contractor's share of all costs deductible under the applicable tax law,
and includes the values of oil delivered as royalty pursuant to sub-article (d) below as well as any
Additional Profits Tax paid pursuant to Article 13 herein.

(c) [With option (b)(2)]

Where the Contractor is more than one person:
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(1) each such person separately shall be subject to XXX taxes his income derived from Petroleum

Operations and XXX Corporation shall pay such taxes on behalf of each such person;

(i1) each such person shall separately calculate, prepare and file his XXX tax return;

(ii1) without prejudice to the generality of the foregoing, income from Petroleum Operations for the

purposes of the applicable tax law shall be separately ascertained for each such person.

(d) XXX Corporation shall discharge its obligation to pay royalty under Section XX of the Act in
respect of petroleum obtained from the Contract Area by delivery to the Government of XXX of the
minimum share of Profit Oil received by XXX Corporation pursuant to Article 9 of this Agreement
(and being equivalent at all times to 12.5% of total Crude Oil production from the Contract Area) at
such location as the Minister may direct, and the Government of XXX may require XXX
Corporation to dispose of such royalty otherwise to be delivered to the Government of XXX in

such manner as the Minister may direct.

Article 13 Additional Profits Tax

(a) The Contractor shall be subject to an Additional Profits Tax (hereinafter referred to as "APT")
that shall be calculated on a Development Area basis in accordance with the provisions of this Article
13.APT will be calculated for each Calendar Year and will vary with the real rate of return earned by
the Contractor on the net cash flow from the Development Area in question. If, for any Development
Area, either:

(1) the "first accumulated net cash position" (as calculated in the manner set out hereafter and
hereinafter referred to as the "FANCP");

(i1) each of the FANCP and the "second accumulated net cash position" (as calculated in the manner
set out hereafter and hereinafter referred to as the "SANCP")

is a positive amount, then the APT from the Development Area in question for any Calendar Year
shall be either, in case (i): twenty five percent (25%) of the FANCP for that Year, or in case (ii): the
aggregate of twenty five percent (25%) of the FANCP for that Year and thirty five percent (35%) of
the SANCP for that Year. If in any Year the FANCP or the SANCP is a negative amount then no
APT shall be due with reference to that FANCP or SANCP.

b) The FANCP on any Development Area for any Calendar Year shall be calculated according to the

following formula:
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FANCP = A(100%+B)+C where:
"A" equals the FANCP denominated in US dollars at the end of the Calendar Year preceding the

Calendar Year for which the calculation is being made.

"B" equals twenty percent (20%) plus the percentage change, for the Calendar Year for which the
calculation is being made, in the annual average level of the United Stated Industrial Goods Producer
Price Index (US1GPP1) as reported for the first time in the monthly publication "International
Financial Statistics" of the International Monetary Fund (IMF) in the section "Prices, Production,

Employment".

"C" equals the net cash position denominated in US dollars (which may be a positive or negative
amount) for the Calendar Year for which the calculation is being made, calculated as follows:

the Contractor's share of Cost Oil and Profit Oil for that Calendar Year valued in accordance with
Article 10 hereof and allocated to the Development Area in question in accordance with the provisions
of Annex " D" to this Agreement plus the Contractor's share of all credits to the accounts under this
Agreement in respect of the Calendar Year, calculated and allocated to the Development Area in

question in accordance with the provisions of Annex " D" to this Agreement

(ii1) the Contractor's share of all charges to the accounts under this Agreement in respect of that
Calendar Year, calculated and allocated to the Development Area in question in accordance with the
provisions of Annex D to this Agreement, except that for this purpose the Contractor's share of
charges shall not include any amounts in respect of interest on loans obtained for the purpose of

carrying out Petroleum Operations.

(c) The SANCP on any Development Area for any Calendar Year shall be calculated

according to the same formula given under sub-article (b) above except that:

"A" equals the SANCP denominated in US dollars at the end of the Calendar Year preceding change,
for the Calendar Year for which the calculation is being made, in the annual average level of the
US1GPP1 as reported for the first time in the monthly publication "International Financial Statistics"

of the IMF in the section "Prices, Production, Employment".

"B" equals thirty percent (30%) plus the percentage change, for the Calendar Year for which the

calculation is being made, in the annual average level the USIGPPI as reported for the first time in
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the monthly publication "International Financial Statistics" of the IMF in the section "Prices,

Production, Employment".

To the amount calculated under (iii) in the definition of "C" is sub-article (b) above shall be added
any Additional Profits Tax which would be payable from the Development Area if reference were

made hereunder only to the FANCP.

(d) If for any Calendar Year the FANCP is positive amount, the FANCP at the end of that Calendar
year shall be deemed to be zero for the purpose of calculating the FANCP for the subsequent Calendar

Year.

(e) If for any Calendar Year the SANCP is a positive amount, the SANCP at the end of that Calendar
Year shall be deemed to be zero for the purpose of calculating the SANCP for the subsequent

Calendar Year.

(f) The Contractor shall maintain proper records and books of accounts in accordance with the
provisions of Annex "D" enabling tie calculations described in this Article 13 to be performed. From
the Effective Date the Contractor shall maintain and submit to the Government of XXX annually,

or more frequently if so requested, a statement of the FANCP and SANCP.

(g) The APT due, if any, shall be paid in cash at such time and in such manner as the Commissioner

of Income Tax may reasonably require.

Article 14 Reporting, Inspection and Confidentiality

(a) The Contractor shall prepare and, at all times while this Agreement is in force, maintain accurate

and current records of its operations in the Contract Area.

(b) The Contractor shall save and keep for a reasonable period of time a representative portion of
each sample of cores, cuttings and fluids taken from drilling wells, to be disposed of or forwarded to
the Government of XXX or its representative in a manner directed by XXX Corporation All
samples acquired by the Contractor for its own purpose shall be considered available for inspection
at any reasonable time by the Government of XXX or its representative. Any such samples which

the Contractor has kept for a period of twelve (12) months with the full knowledge of XXX
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Corporation without receipt of instruction to forward the same to XXX Corporation, Government
of XXX or its representative may be disposed of by the Contractor at is discretion, provided XXX
Corporation has been given prior notice of not less than thirty (30) days of the Contractor's intention

to do so and given the opportunity to take such samples.

(c) Notwithstanding sub-article (b) above, the Contractor shall be freely permitted to export samples
for purposes of investigation in laboratories abroad. Originals of records may be exported provided
at least one copy has been retained in XXX (d) (i) XXX Corporation through its duly appointed
representatives shall be entitled to observe the Petroleum Operations conducted by the Contractor
hereunder and at all reasonable times to inspect all assets, records and data kept by the Contractor
relating to such operations. In the exercise of its rights under this sub-article XXX Corporation shall

not unreasonably interfere with the Contractor's operations.

(i) The Contractor shall provide XXX Corporation promptly with copies of any and all data
(including, but not limited to geological and geophysical reports, logs and well surveys), information
and interpretations of such data and information obtained by the Contractor in the course of