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Pregmbie:

This sgreemant is by and between:

(1]
2]

(3]

THE KURDISTAN REGIONAL GOVERNMENT OF IRAG (the "Government”);

Tavsman (Buock K9) B, a limited liability company |Besioten Vennootschap met
haperkte aansprakeiiikheid) established and existing under the laws of The Nethearlands,
wihooe registeraed office is at Atrum Bullding, Strawinskylaan 3159 1077, 2K Amsterdam,
The Metherfands {*Talisman"); and

Muresy Baranan Qi Co., LTD., a corporation established and existing under the laws
af the Commonwealth of Bahamas, whaose reglstered office 5 at Ocean Centre, Montague
Foreshore East Bay Street, PO, Box 55-19084, Nassau, Bahamas ("Murphy*)

[each a “Party” and collectively the “Parties”}.

RecimaLs

A,

The Government and Tallsrman are parties to a Production Sharing Contract dated 17 June
2009 in respect of the Baranan block in the Eurdistan fegion of Irag (the “Contract”], to
which Colwyn Inwvestrnents Limited was also a party until on of before the date hererof,
Pursuant to the Assignment and Novation agreemeant between Talisman, Colwyn
Invectrments Limited, and the Gowernrment Colwym Investments Limited assigned and
novated all of its entire rights, interasts, and obligations under the Contract 1o Tallsman.

The Contract entitles the Governmeant to assign the Third Party Interast, and the
Government wishes to assign the Third Party Interest to Murphy.

The Government and Tallsmman are each satisfled that Murphy has the financial and techinleal
capability o perform its obfigations under the Contract.

The Partles affirm thelr crgoing commitrment and adherence to the Principles and Criterla of
the Extractive Industries Transparency Initiative (EITI).

Talizman and Murphy have agreed the terms of a loint Operating Agreement, and the
Government has confirmed that the terms of such loint Operating Agreement are
acceptable to the Governmant.

Murphy and Murphy Ol Corporation have deliverad a Latter of Representations and
Warrantias to the Governmant (the “Murphy Letter of Representations and \Warramties”|;
and Talieman and Talisman Energy Inc. have delvered a Letter of Representations and
Warranties (the “Tallsman Letter of Representations and Warrantles") to the Governmant.
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G.  This agreement sets forth:

11] the Government's atsignment of the Third Party Interast to Murphy, Murphy's
acceptance of such Third Party Interest, and Tallsman's confirmation of Its consent
o thie assignment and novatbon of the Third Party Interest to Murphy; and

121 amendments to the Contract to: {a) confirm Murphy as a Party and a Contractor
Eritity with a 20% participating Interect; [(b) provide for the payrment by Murphy of
the Murphy Capacity Bullding Bonus to the Government; (] ebligate Murphy and
future holders of all or part of the particlpating interast hereln assigned to pay
Capacity Bullding Payrments to the Government; and {d) provide for other agreed

changes.

H It s the intention of the Parties that the BMurphy Capacity Bullding Bonus and the Murphy
Capacity Building Paymants will: (1) be the exclusive obligation of Murphy and (15 successors
and permitbed assigns, and (H) not be cost recoverable as a Petroleurn Cost.

L Murphy, as the Third Party Participant, acknowledges that Murphy will be obligated under
the Contract to pay to Tallsman an amount equivalent to the proportion of Petroleurn Costs
Incurrad by Tallsran that is attributable to the Third Party Inberest.

1. Subject to audit adjustreents, Tallsrman and Murphy have agreed that:

(1}  the estimated, unaudited Petrolewm Costs pald by Tallsman up to and including 30
April 2011 [the "Cost Determination Date"] are WS519 048 BOO (the "Estimated Past
Costs"}; and

(2} the amount of such Estimated Past Costs attributable to the Third Party Interest and
payable to Talisman, as of the Cost Determination Date and as the sole Contractor
Emtity, s US53 B804, 760 (the “Flrst Relmbursement Payment”).

K. Talsman has confirmed to Murphy, and Murphy |s satisfled, that nelther of the following
have baen included In the calculation of Estimated Past Costs: (1) the Tallsrman Capacity
Bublding Bomus and the Tallsman Signature Bonus paid by Talisman, or (2] any Petraleum
Costs attributable to the Gowernmment Interast.

1. DEFMIMONS AND INTERPRETATION

1.1  Unless otherase defined, capitaliced terms have the meanings ascribed to them n
the Contract as amended by this agreement. As used in this agreement:

“Agreament Date” s definad in the clause 612,
“Contract” & defined in recital A

“Cost Determination Date” (s defined in Recital J{1).
“Flrst Relmbursement Payment” s defined In Recital 1{2).
“mowvernment” |s defined In the praamble.

“International Banking Day" means:

(@)  Inrespect of the payment by Murphy to the Government pursuant 1o
clause 4.1, a day on which banks are ocpen for general business in
London, United Kingdorm and Mew York City, United States of America;
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and

(b  Inrespect of & payment by Burphy to Taleman pursuant to clause 4, a
day onwhich banks are apen in Amsterdam, The Metherands, and MNaw
York City, United States of America.

“Murphy” is defined In the preamble.

“Murphy Letter of Representations and Warrantles” s defined in Recital G.
“Party” and “Parthes” are defined in the preambile.

“Tallsman” Is defined In the preamble.

“Tallsrman Letter of Representations and Warramtbes” ls defined in Recital &.

1.2  Descriptive headings In this agreement are for convenlence only.
1.3 FReference to a “dause” |s @ reference to a clause of this agreement.
14 HReference to an “Article" & a reference to an Artiche of the Contract.

1.5 Hefersnceto a “particlpating Interest” means an undivided interest in the Petroleum
Operations In respact of the entire Contract Area.

ASSIGNMENT AND NOVATION
21 The Government assigns and novates the entire Third Party Interest to Murphg.

1.1 Murghy accepts such assignment and novation of the Third Party Interast.

212 Tallsrman consents and agraes to such assignment and novation of the Third
Party Interast to Murphy.

22  Acaconsequence of clause 2.1 and this agreemant:
[a} the entire Third Party Interest |s assigned and novated to Murphy;

(k) Murphy {i) [s @ Party, the Third Party Participant, a Contractor Entity with a
21 participating interest, and a constituent of the Cantractar; (i) has all of
the rights, Habilithes, and duties of a Party, the Third Party Participant, a
Cantractar Entity, and a constituent of the Contractor as if Murphy had been
a Party, & Contractor Entity, the Third Party Participant, and a constituent of
the Contractor cn and from the Effective Date: and

[ch cubject to clause 6.8, all rights of the Government to assign a Third Party
Interest are fully exercised and extinguished.

23 The Contract, as amended by this agreemeant, continues in full feece and effect, the
rlghits and obligations of the Partles having only changed in sccordance with such
amendrients.
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3. AMENDMENTS TO CONTRACT

31 The Contract = amended as provided in this clause 3.

3.2  The preamble s deleted and restated in its antiraty:
"BETWEEM

THE KURDNSTAN REGIONAL GOVERNMENT OF IRAL, (the "Government”);

TALISMAN [BLOCK K9) B.W., a limitad liability company (Besloten
Vennootschap met beperkte oonsprokeljkheld) established and existing under
the laws of The Netherlands, whaose reglstered office is at Atriurn Bullding,
Strawinskylann 3159 1077, 2X Amsterdam, The Netherlands (“Tallsman"]; and

MURPHY BARANAN OIL CO., LT, a corporation establiched and existing
under the laws of the Commonwealth of the Bahamas, whose registered office
Is at Ocean Centre, Montague Foreshore East Bay Streat, PO, Box 5519084,
Maszau, Bahamas [“Murphy”).”

33 The recitals are amended by adding new paragraphs *&" and "H":

"G} Pursuant to an Assignment and Novation Agreement, Colsyn
imvestments Lmited assigned and novated its ennire participating
interest under the Contract to Tallsman; and

{H) This Contract was amended pursuant to the Assignment, Novation, and
First Amendment Agresment between the Parties in fune 2011."

34  InArticle 1.1, the definitions of "OONTRACTOR", "CONTRACTOR Entity”, and
"Production Benus” are debeted In their entirety and restated as follows:

"CONTRACTOR means, Indhidually and jointhy, each Contractor Entity.

CONTRACTOR Entity means each of Talisman and BMurphy and their respective
sucoessors and permitted assignees pursuant to Article 39 A holder of the
Govermment Interest s not & CONTRACTOR Entity.

Production Bonus means any bonus payable by a CONTRACTOR Entity
pursuant to Artbcles 32.19 through 32 22

3.5  Mewdefinitions are added in Article 1.1 In the approprate alphabatical order as
fodlows:

“Agreed Rate” means interast compounded on & monthhy basis, at the rate per
annurn equal to the one - month termn, Londan Interbank Offered Rate [LIBOR)
for U.5. dollar depasits, as publiched in Londan by the Fleancial Times [London
Edithon) or if not published, then by The Wall Street dowrnal (Mew York Editlon],
plus 3000 applicable on the first day pricr to the due date of payment and
thereafter on the first day of each succeeding calendar month to, but not
including, the date pald. if the aforasald rate is contrany to any applicable usury
Law, the rate of interest to be charged shall be the maximum rate permitted by
such applicable Law.

Annual Reconclliation Statement is defined in Article 32.7.
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Applicable Law means, as of any time of determination, Kurdistan Reglon
Law and federal Laws of irag recognised by the Government as applicable in
the Kurdistan Reglon.

Capacity Bullding Account means a bank account in the name of, and
rralntained by, the GOVERNMENT at a reputable bank selected by the
GOVERMNMENT.

Capacity Bullding Payment means each obligation of @ Charged Interest Holder
to pay an amount equal to the Capacity Bulbding Value attributed to such
Charged Interast Holder as prowvided by Articles 32.4 through 32.17.1.

Capacity Bullding Value means, in respect of any tdme and perlod of
determination for a Charged Interest Holder, the amount in Dollars equal to
the value, astablished in accordance with Arthcle 27, of fiftean per cent [15%)
af the Profit Petroleurn attributed to such Charged Interest Holder as at such
time and for such period of determinathon.

Charged Interest means all or any part of the undivided twenty per cant (20%]
participating interect held by Murphy a< of the Effective Date.

Charged Interest Holder means () Murphy and its successors and permitted
assignees, and (il any other CONTRACTOR Entity to the axtent it becames a
hedder of all or any part of a Charged Interast.

Charged Interest Holders Monthly Statement 5 defined in Articla 32.5.

Dispute means any dispute, controversy, or claim (in each case of any and
evary kind or type, whether baced on contract, tort, statute, regulation, ar
othersise) arsing out of or relating te this Contract or the operations carrled
aut under this Cantract, including any dispute, contraversy, or claim as to the
construction, validity, intergretatbon, enferceability or breach of this Contract.

Loss of Expense means any labllity, loss, claim, settlement payment, cost and
expense, interest, award, judgment, damages {including consequential,
indirect, and punitive damages], diminution in valua, fees ar ather charge and,
to the extent permitted by applicabbe Law, any court filing fee, court cost,
arbitration fee or cost, witness fee, and each other fee and cost of
investigating and defending or asserting a clalm for indemnificathon, Including
attorneys’ faas, other professionals’ fees, and dishursements.

Purphy Capacity Bullding Bonus |s defined in Article 32.3.

Matural Gas BOE means six thousand (6,.000) standard cubbe feet of Matural Gas
to one Barrel of Crude Ol

Rights Sale rmeans a sale, assignment, transfer, encurmbrance, or ather forem of
disposal of the GOVERNMENT s rights to recelwe all or any part of the Capacity
Bublding Paymeants payable by a Charged Interest Halder an whichever terms
and duration as may be deterrined by the GOVERNMENT.

Tallsman Capacity Bullding Bonws |s defined in Article 32,1,

Tallsman Signature Bonus is defined in Article 32,2



Assignment, Novobon, and Ficst Amandment Agréement — Sargnan

3.8

E )
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3.9

3.10

311

312

In Article 1.2, a new clause = added folbowing clause (d}:

“le} Any reference to a Party Includes a reference to that Party's successors
and permitted assignees.”

Article 2.1 |5 amended:
(a] by adding the following after the last sentence of the third paragraph:

“The abligations of the CONTRACTOR constitute joint and several
oblfigations of the CONTRACTOR Entitles, sxcept ac provided in
Artbcles 28, 31,32, 36.7, 36.8, and 39. Any operations conducted as
exclusive aperations of less than all CONTRACTOR Entities, whethar
or mot such operations have been approved by the Managerment
Committes or the GOVERNMENT, will mot ralieva the CONTRACTOR
Entities {or any of them) of thelr joint and several Habidlity.";

and
ikl by adding the following at end of the test:

“As of the Effective Date, Tallsman and Murphy, as CONTRACTOR Entities,
each own an undivided interest in Petrolewm Operations In respect of the
entire Contract Area in the following percentages:

Talizman Bl
Purphy B4

The balance of the interest in Petroleurn Cperations in respect of the
entire Contract Area ls the Gowernment Interast as set forth in Article
41"

Im Article 4.2, the following sentence s deleted from the first paragraph in its entirety:

“For the avoidance of dowbt, the Public Company shall contribute (s share of
Production Bonwses attributable ta the Government Interast and payable
pursgant to Articles 32.4 and 32.5.°

Im Article 4.10{k) each reference to “Signature Bonus” is replaced with “Tallsman
Signature Bonus", and each referance to "Capacity Bullding Bonus" |s deleted and
replaced with “Talisman Capacity Building Bonus”.

Im the first sentence of Article 1614 following the words "The GOVERNMENT and”,
the following ks inserted:

* subject to Articles 32.12 and 32.13.".

im Article 36.9, the following sentence Is added after the final sentence of the Articke:

"Motwithstanding the other provisiaens of this Article 26.9, where a Charged
Interest Holder 1= in breach of any of its ebligations in respect of the payment
af Capacity Bulkding Payments under Articles 32 .4 through 32.17.1, the
GOVERNMENT will have the rights set forth In Articles 3212 through 32,147

Artiches 271 and 27.2 and Paragraphs 7 and B are amended by adding, after the woed
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"Quarter” in each instance in each Article and Paragraph, the words “and Month".

3.13 In Paragraph 7.2, the words “twenty-one (21)" are deleted and replaced by: “ten
[2a)".

3.14  Article 27.4 5 deleted and restated In its entirety:

"By the tenth (10"} day of each Month, the CONTRACTOR shall provide a
statement to the GOVERNMENT showing the CONTRACTOR s caloulations of
the value of Petrobeum produced and sold from the Contract Area for the
previous Manth. Such statemant shall include the following infarmation:

{al  guantities of Crude Ol sodd by the CONTRACTOR Entities during the
preceding Month constituting Arrm's Length Sales tagether with
cormesponding sale prices;

|z} guantities of Crude Ol sold by the COMTRACTOR Entitles during the
preceding Maonth that do mot fall in the category referred to In
paragraph |a) above, togethar with sale prices applied during swch
Maonth;

e} iventory in storage belonging to the COMTRACTOR Entities at the
beginning and at the end of the Month; and

{d)  guantties of Natwral Gas sold by the CONTRACTOR Entities and the
GOWVERMMENT together with sale prices reallsed.

Concurrently with the dellvery of the monthly staternant, the CONTRACTOR
shall deliver the Charged Interest Holders Maonthly Statement to the
GOVERNMENT a: provided in Article 32.5.7

3.15  Artiche 29.1 |s deleted and restated in b5 entiraty:

*29.1 A Party making a payment to the GOVERNMENT, including to the
Capacity Bullding Account or to any revenwe charing account as
agreed between the Government and the governmeant of the Republic
of Irag, shall: I} make such payment in Dodlars on or before the date
wihan due in cleared funds by wire transfer from a reputable bank in
accordance with wire instructions provided by the GOVERNMENT,
and (i} shall pay all payments without (and free and clear of any
deducton for] set-off or counterclalm,

= i any payment s due to be pald to the GOVERNMENT on a
day that is either not @ banking day in either the place where
the GOVERNMEMNT malntains the relavant account to which
such payment is to be made, or the location of the financial
imstitutlon through which a Party will make such payment,
then the payment will be dus on the next following banking
day. & "bBanking day" k5 a day [other than @ Saturday, Sunday,
or public holiday] on which banks are ogen for general
business in the specified locations.

ez I a Party falls to make any payment to the GOVERNMENT
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316

3.17

rac i B

when due, such Party shall pay Interest on such unpaid
amount, compoundad manthly, at the Agread Rate from the
date when due to, but not Including, the date when paid.

Each Comtracter Entity acknowladges and accapts that a
fundamental principle of this Contract ks that the
CONTRACTOR and each CONTRACTOR Entity (Including
Charged Interest Holders) must pay amounts owed by it as
and when reguired (Including, in respact of Charged
Interest Holders, the Capacity Bullding Fayments).

Each CONTRACTOR Enfity, and, in respect of its abligations
under Articles 32.4 through 32.17.1, each Charged Interest
Holder, waives any right to ralse by way of set off or invoke
as a defence to its obligations to make any payments to the
GOVERNMENT a: required by this Contract, whether in law
or equity, any failure by the GOVERNMENT or any
CONTRACTOR Entty to pay amounts due and owing under
the Contract or to any clalm that such Charged Interest
Holder may have against the GOVERNMENT, Operator,
ather CONTRACTOR Enfity, or any other Person, whether
such claim arlses under ar relates to this Contract or
otherwise.

The making of any payment to the GOVERNMENT. o the
acceptance or use of amy payments by the GOVERNMENT,
dopes net impair the rights of the CONTRACTOR, any
CONTRACTOR Entity, or the GOVERNMENT under Article
15 or English law.”

Im Article 293 and Paragraph 1.7.2, the wards “cormpounded monthby at the rate of
UBOR plus two (2] percentage polnts” are deleted and replaced with “at the Agreed

Aate”.

Artbcle 32 |s defeted and restated in lts entirety:
"ARTICLE 32 - BOMUSES; CAPACITY BUILDING PAYMENTS

Inlsman Signature Boaus

321

Talisman shall pay to the GOVERMMEMNT a signature bonus of five million
Dallars | LSS5 000,000) (the “Tallsman Sgnature Bonus” |, which
Talizman shall pay to the GOVERNMENT within thirty {30} days of the
Effective Date. recaipt of which 5 acknowledged by the GOVERNMEMNT.

Ialisman Capacity Building Bonuses
322  Talieman shall pay forty five million Doflars (US%45,000,000) (the

“Tallsman Capacity Bullding Bonuws") to the GOVERNMENT:

a first instalrment of twenty million Dollars (US%20,000, 030}, which
Talizman shall pay to the GOVERNMENT within thirty {30} days of
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323

ib)

the Effective Date; and

a second Instalment of bwenty five milllon Daollars (LS
525,000,000), which Taleman shall pay to the GOVERMMENT
within elghtaeen {18) Months of the Effective Date.

The GOVERNMENT acknowledges recelpt of bath instalments of the
Talleman Cagacity Bullding Borius.

Wurphy Capacity Building Bonus

Murphy shall pay twenty five milllon US dollars (US525,000,000 to the
GOVERMMENT (the "Murphy Capaclty Bullding Bonus”), which Murphy
shall pay to the GOVERNMENT on demand.

Capacity Bullding Payments

Each Charged Interast Holder (s Bound by the provisions of Articles 32.4
through 32.17.1.

31.4.1

32.4.2

32.4.3

The ebligations of 3 CONTRACTOR Entity, to the extent it is a
Charged Interest Helder, as set forth in Artickes 32.4 through
32171, attach to, and may not be severed from, the Charged
Interest.

Ac of the Effective Date: (i) Murphy is the anly Charged
Interest Holder; and (If} Tallsman is not a Charged Interest
Holder, unlass It acquires a Charged Interest or becameas a
Charged Interest Holder a5 provided in Artiche 32,17,

if & Charged Interest Holder assigns and novates all or any part
of its Charged Interest, the assignes will ke a Charged Interest
Holder to the extent of such assignment and novation.

On ar before the tenth {207} day of each Manth in the Developrnent
Period, the CONTRACTOR shall provide to the GOVERNMENT, togather
with the monthly producton statement prepared by the CONTRACTOR
in accordance with Arthcla 27 4 and Paragrapgh 6.1, and the maonthly

waluation statement In accordance with Artcle 25 and Paragraph 7.1, a
statement (the "Charged Interest Holders Monthly Statement” | cetting
aut the CONTRACTOR's calculation of the Cagacity Bullding Value
attributable to each Charged Interast Halder for the preceding Month.

32.5.1

In each Charged Interest Holders Monthly Statement, the
CONTRACTOR zhall detall each Item taken into account in
making its caloulation of the amounts due from each Charged
Interest Holder, the guantities of Profit Petroleum produced
during the Manth coverad by such Charged Interest Holders
Manthly Statement, the volumes of such praducton soeld, the
Capacity Bullding Value attributed to such sales, and the
Capacity Bullding Payment requirad to be paid with respect
thereto by each Charged Interest Holder.
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326 Except as provided In Articles 32.6.1 and 32.6.2, and subject to Article
29.1, on the same data on which the CONTRACTOR provides the
Charged Interest Helders Monthly Statement to the GOVERNMENT In
accordance with Articla 32.5, each Charged Interast Halder shall pay to
the Government the Capacity Bullding Payment stated as owed by such
Charged Interest Halder in the Charged Interest Holders Maonthly
Statement.

zz6l  f:

fa) a Charged Interest Holder has sold its Profit Petroleumn to
(1) the GOVERMMENT ar a Public Company {of & company
or an entity awned and controlled, directly or indirectly,
by a Public Company ar the GOVERNMENT), (i} the State
il Marketing Organisation (S0MO) or any Parson ownead
ar controlled by the Government of Irag;

and if

B} amy such Person as (dentified in {a) has not paid the
Charged Interast Holder for the Petroleum lifted by such
Charged Interast Holder;

then:

{c} the Charged Interest Holder will only be obligated to pay
the Capacity Bullding Payment when and to the extent
tha Charged Interest Holder has recelved payrment by
such Farson identified in fa).

e Article 32.6.1 doas not apply when a Charged Interast Holder
sells its share of Prafit Petrolewn to any Person not dentified In
Article 32.6.1(a}.

327 ‘Within thirty {30) calendar days following the date on which the
CONTRACTOR dellverad the Final End-of-Year Statement to the
GOVERMNMENT for each Calendar Year in accordance with Article 26.13
and Paragragh 10 {Accounting Procedures), and based on the
information In such Final End-of-Year Statement, the CONTRACTOR chall
pravide to the GOVERNMENT, in respect of sach Charged Interest
Holder, a reconcillaton of the actual aggregate amount of the Capacity
Bullding Value and the actusl aggregate of the Capacity Bullding
Payments payable by each Charged Interest Holder for such Calendar
Yaar period (the “Annual Reconcillation Statemeant” ]

328 I () the results of an Annual Recencillation Staternent show that a
Charged Interast Holder was, In the aggregate cver the Calendar Year
period covered by the Annual Reconcillatbon Statement, obligated to pay
Capacity Bullding Fayments in an amount less than the actual aggregate
Capacity Bullding Value attributed to such Charged Interest Holder for
such Calendar Year perlod; and (i) If such Charged Interest Holder has
actually pakd less than the actual Capacity Bullding Value atiributable to

10
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such Charged Interest Holder; then, (ill} within thirty (30] calendar days
following the same date on which the CONTRACTOR sent the Annual
Reconciliation Statement to the GOVERMNMENT, such Charged Interest
Halder shall pay [subject to the same exceptions as provided In Articles
32.6.1 and 32.6.2)) the amount of the underpayment in the amount
equal to as shown in the Annual Reconclllation Statement.

329 Subject to Article 32.9.1, if: {i) the results of an Annual Reconciliation
Statement show that a Charged Interect Holder was, in the ageregate
aver the Calendar Year penod covered by the Annual Reconciliation
Statement, obligated to pay Capacity Bullding Payments In an amount
mzre than the actual aggregate Capacity Bullding Value attributed 1o
such Charged Interest Holder for such Calendar Year perlod; and (if) such
Charged Interest Holder has actually pald more than the actual Capacity
Bullding Value attributable to such Charged Interest Halder: then (iil}
such Charged Interest Holder may submit an imeolce to the
GOVERNMENT for reimbursement of excess Capacity Bullding
Payments.

1321 The Charged Interect Holder must send an invace to the
GOVERNMENT within sixty (B0] days following date of the
Annual Reconcliation Statemeant. If the Charged Interast Holder
falls to send an involce within such sixty [60)-day period, the
Charged Intarast Helder will be considerad to have walvad any
claim for reimbursament.

ey Within thirty (30) days of receipt of such inidce, the
GOVERNMENT shall either: {I) pay such Invabce In full, or (il
natify the Charged Interast Haolder that the Charged Interest
Holder will be entitled to deduct fifteen per cent [15%) of the
amount otherwise payable from the next following payments of
Capacity Bullding Payments until the amount of the iInvoice has
bean pald in full.

3z=3  Theright to recelve payment under this Articke 32.9, either In full
ar by way of sat-off againct future Capacity Bullding Payments as
prowided in Articke 32.9.2, will b2 a Charged Interest Holder's
anly rernedy in raspect of any owerpayment of Capacity Building
Payments, and the GOVERNMENT will have no obligation to
rmake any relmbursement or other compensating paymants to
the Charged Interast Holder.

3210  The GOVERMMENT may enter into one or mars Rights Sales without the
consent of the CONTRACTOR or any CONTRACTOR Entity.

aral The GOVERNMENT shall provide firmely notica to a Charged
Interest Holder of a Rights Sales to the extent that such Rights
Sale may require that Charged Interest Holder to make Capacity
Bullding Payrments to an account other than the GOVERNMENT
or the Capacity Bullding Account.

11
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3211

3212

32.13

3214

Each Charged Interest Holder |s separately lable (and mot jointly and
zaverally llable with any other Charged Interest Holder) to the
GOVERMMENT for its obligations, duties and liakillities under Articles
32 4 through 32.17.1.

azury A Party that is not @ Charged Interest Holder will have no liakbility
to the GOVERMNMENT for any claim by the GOVERMMENT aricing
out of or related to the breach of any Charged interest Holder's
abligations under Artickes 32.4 through 32.17.1.

Subject to Article 32.13, and notwithstanding any other provision of this
Contract, any lifting agreameant, any sales or marketing agreement, or
any ather agreement: if a Charged Interest Helder falls to pay a Capacity
Bullding Payment In full when due, the GOVERNMENT will automatically
be entitled, on not bess than sisty (60] days’ prior notice to the defaulting
Charged Interast Holder and the CONTRACTOR In the case of the first
default, and not less than thirty (30) days’ in the case of any subsequent
default, to:

lal lift, at the Dellvery Podnt, such amount of the defaulting Charged
Interest Holder's Profit Patrobeum ac s equal to the value
thereaf in default; and

b} continue to lift up to fifteen per cent [15%) of such defaulting
Charged Interest Holder's Profit Petroleumn for the remainder of
the Devalopmeant Parlod.

& defaulting Charged Interest Holder will have a single cure period of
thirty (30) days only In respact of its first default.

3z131 I the defaulting Charged Interest Holder pays the defaulted
Capacity Bullding Payments in full plus Interast at the Agreed
Rate within such thirty (30 - day cure period, the GOVERNMENT
shall not exarcise its ifting rights under Articke 32.12 In respact
of such defauldng Charged Interest Holder.

3r12z I the cace of any subsequent default by the same defaulting
Charged Interest Holder, the GOVERNMEMNT rmiay exercise Its
right to Lift, whether or not the defaulting Chargad Interest
Holder cures its default within the thirty (30] - day cure period or
atherwize.

The lifting rights of the GOVERNMENT pursuant to Article 32.12 are
exerccable by way of set-off, without first resort to legal process, and
without any liability or claims of the defaulting Charged Interest Holder,
the CONTRACTOR, the Operatar, or amy ather Fercon, and
nobwithstanding any ather provision of this Contract, any provision In
any lifting agreement, amy provision of any loint Operating Agreemeant,
ar any cther agreement to which the CONTRACTOR or a defaulting
Charged Interest Holder is a party.

az131 Each Charged Interest Holder shall ensure that all agreements in

12
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respect of the lifting or sale {including swaps or other sales
arrangements) of Profit Petroleum of such Charged Interest
Holder sets forth the GOVERNMENT's priority rights as set forth
i Aurtheles 3212 throwgh 3214,

3z 13z Any Dispute between a Charged Interest Holder and the
GOVERNMENT in respect of a clalm that the GOVERNMENT, In
exercising its rights under Articles 32,12 through 32.14, will be
subject to resolution In accardance with the lifting agresment
among the CONTRACTOR Entithes and the GOVERNMENT in the
same manner as amy other overlift or underlift Is to be resolved
between the parties therato,

32.1% A defaulting Charged Interest Holder shall indernnify the GOVERMMENT
from any Loss or Expense that may In any way arise from the exerclse by
the GOVERMMENT of [t= rights in respect of such defaulting Charged
Interest Holder under Articles 32,12 through 32.14.

32151 The GOVERNMEMT will retain control over the defence of, and
amy resolution or settlement relating to, such Loss or Expense.

1315 2 A defaulting Charged Interact Holder shall cooparate with the
GOWERMMENT and provide reasonable assistance in defending
amy clalms against the GOVERMMENT.

37153 A claim st forth In 2 notice from the GOVERNMENT to a
defaulting Charged Intarest Holder will be canclusively desmed a
Loss ar Expense If the Chamged Interest Hobder falls to dispute the
GOVERNMENT's llabiity by the end of a thirty (30] day period
following the effective date of the notice from the
GOVERNMENT. The Charged Interect Holder shall prompthy pay
the deemed Loss or Expense on demand.

13154 The GOVERMMENT s rights under Articles 3212 through 3215
are not exclusive and are without prejudice to any other rights ar
remedies the GOVERMMENT may have under law or this
Contract.

3216 Any Dispute betwsen the GOVERNMENT and a Charged Interest Holder
In respect of the calculaton of Capacity Building Value and the Capacity
Bullding Payrment due with respect thereto s subject to Articke 15.9.

3217 Sublectto Article 32.17.1, if

ia) elther (i} a Charged Interest Holder withdraws 2z & CONTRACTOR
Entity, or (i) the GOVERMMENT terminates a Charged Interest
Holder a5 a CONTRACTOR Entity; and

(k] all or part of the Charged Interest of the Charged Interest Holder
Is eithar {I] asskgned and novated, or [Il] reverts to the remaining
COMTRACTOR Entitles as provided In Article 45;

13
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then, in either case as set forth in clause (b)), such assignee or each
remalning COMTRACTOR Entity, a5 the case may be, will be a Charged
Interest Holder ta the extent of such assignment and novation or

rewershon, a5 applicable.

33.17.1

A withdrawing or terminated Charged Interest Holder under
clauga 32.13[b) will be solely Hable for any unpald Capacity
Building Payments attributable to its Charged Interest prior to
the date of withdrawal or tarmination.

Capacity Bullding Account

3218

To the extent permitted by Laws of the Kurdistan Reglon or as atheraise
agraad with the Government of Irag, the GOVERNMENT will:

1a]
b}

lc)

(d)

maintaln the Capacity Bulbding Account;

Instruct the CONTRACTOR and the CONTRACTOR Enfittes, as
applicable, to make all Capacity Bullding Bonuses and Capacity
Bullding Payments to the Capacity Bullding Account in
accordance with wire instructions therefor provided by the
GOVERNMENT,

apply funds from the Capacity Bublding Account to fund
infrastructure and capacity bullding projects in the Kurdistan
Region selected by the GOVERNMENT in its sole discretion; and

periodically publish reports of the GOVERNMENT's application
af fumds from the Capacity Bullding Account in sufficient detall
to identify the projects to which the GOVERNMENT has applied
the funds therain.

Production Bonuses

The CONTRACTOR Enftities shall pay Producticn Bonuses as prowvided In
Articles 32 20 through 32.22 ceparately for each Production Area. The
obligations of each CONTRACTOR Entity under Articles 3220 through
3222 are: (1) separate as to each CONTRACTOR Entity, and {il) not joint
and several with any other Party.

32.149

3220

For purposes of calculatimg the cumulative amount of production in

arder to determine whather a Production Bonus Is payable pursuant to
Articles 3221 and 32,22 Matural Gas BOE: {|] does not include Matural
Gas used for Betroleum Operations (including re-injecticn), but (ii] does

include flared gas.

14
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32.21

3132

In respect of production of Crude OFH and Natural Gas from each
Praduction Area which has been dasignated by the Management
Comrittes as Crude Ol Production Area, each CONTRACTOR Entity shall
pay, pro rota the relevant percentage of its participation intarest in the
Contract In relatton to the other CONTRACTOR Entites, the following
Praduction Bonuses ta the GOVERNMEMNT within thirty (30} days of the
following Felevant occurrence:

{al Ome rlflicn Dallars {US51,000,000) on First Production of Crede
il from each such Production Area:

b} Ten milllon Dodlars [US510,000,000] when proeduction from such
Production Area reaches a cumulative amount of ten miflion
(10,000,000} Barrels of Crude Ol and Natural Gas BOE;

{c) Fifteen milllon Dollars [US515,000,000) when production from
such Production Area reaches a cumulative armount of teeenty
five milllon (25,000,000) Barrels of Crude O and Matural Gas
BOE; and

{d) Twenty-five million Dollars (LS5 25,000,000) when production
from such Production Area reaches a cumulative amownt of fifty
rrllllon (50,000,000} Barrels of Crude Ol and Matural Gas BOE.

In respect of each Production Area which has been designataed by the
Management Cornmittes as Mon-Associated Natural Gas Preduction
Area, each CONTRACTOR Entity shall pay, pro roto the relevant
percentage of its participation interast in the Coatract in relation to the
other CONTRACTOR Entities, the following Production Bonuses to the
GOVERMMENT within thirty (30| days of the following relevant
OCCUFTEnCE!

1al O rnlflicn Dollars (US51,000,000) on First Produchien of Non-
Aczoclated Matural Gas from such Production Area;

b} Five million Dollars (U5%5,000,000) when production of Non-
Acsociated Natural Gas from such Production Area reaches &
cumulative amount of ten million {10,000,000] Matural Gas BOE;

c) Ten milllon Dellars [USS10,000,000) when production of Mon-
Acsoclated Natural Gas from such Production Area reaches a
cumulative amount of teenty five million [25,000,000] Matural
Gas BOE; and

{d) Fifteen million Dollars (LS 515,000,000) when production of
Mon-fAssociated Matural Gas from such Production Area reaches
& cumulative amount of fifty rmilllem (50,000,000} Matural Gas
BOE.

15
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Mo Cost Recovery

3233 Mo Capacity Bullding Bonus, Capacity Bullding Payment, Production
Bonus, of other payment payable by the a CONTRACTOR Entity or
Charged Interest Holdar pursuant to this Article 32 will be recoverable as
a Petroleum Cost.”

318 InArticle 34906, the following |s added at the end of the sentence following the wards
“Article 4"

“and Article 32.10."

348  InArticle 41, the following ks added at the end of the Articla:

“Motwithstanding the foregoing. this Article 41 will not apply to the
GOVERNMEMT in respect of any Dispute arising out of or related to the
exarcise of rights by the GOVERNMENT as set forth In Articles 32.12 through

32.14, in respect of which the GOVERNMENT exprassly reserves all soveraign
immunites.”

320 o Articke 42,1, the first paragraph ks deleted in lts entirety and replaced with:

“This Article 42.1 does not apply te any Dispute arising out of, or relating to,
the exercise of rights by the GOVERNMENT as sat forth in Articles 32.12
through 32.14, which Disputes will be subject to the exclusive jurisdiction of

the courts of the Kurdistan Reglon located in Erbil, except only as provided in
Aricle 29157

321 In Article 41.c)(lv), the fallowing words are deleted “Arbitration shall take place in
London, England.” The following words inserted in place of the foregoing:

“The seat of the arbitratbon will be London, England.”

322 Article 44.1 & amendad by adding below the notice information for Tallsman:

“MURPHY:
Attention: Wipe President, Intermnational Operations, Harry Howard
Addrass: Murphy Baranan Oil Co., Ltd.
o hMurphy Exphoration and Productlon Company
International
16290 Katy Freaway, Suite 600
Houston, TX 77094
LT
Ermat: harryhoward@munphyodlconp.com

323 |n Article 456, after “31," the following s addad: ¥32.15.".

324 InPFaragraph 3.1.9, the words “with the exception of Taxes described in Article
31.2) and bonus payments” are daleted and replaced with:

“with the exception of Taxes, Capacity Bullding Bonuses, Capacity Bullding
Payments, Production Bonuses, and any other payments”.

la
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In Faragraphs .4 and 13.3_2[h], after the word “benuses” the foellowing |s added in
each instance:

“, Capacity Bullding Bonuses, Capacity Bullding Payments, or other payments”.

A new Article 2.9 ks added:

“Each CONTRACTOR Entity shall at all times comply, and procure that each
Subcontractor complies, with the KEurdistan Region Ol and Gas Law and all other
Applicable Law. Mo provision of this Contract will: {a) excuse the CONTRACTOR or a
CONTRACTOR Entity or any Subcontractor from compliance with Applicable Law, or
(b impalr any right or privilege of the GOVERMMENT under Applicable Law.”

4. Pavsaewts Due rrom Murpsy

4.1

4.2

4.3

Within 5 International Banking Days follewing the date Murphy receives wire
imstructions fram the Government, Murphy shall pay to the Government U5
525,000,000 by way of cleared funds In accordance with such wire instructions. The
Government shall consbder its recelpt of such payment as payment i full discharge of
the Murphy Capacity Bullding Bonus. Upon recaipt of a request therafor from
BAurghy, the Gevernment shall provide Burphy with a confirmation of recelpt of such

payment.

Within 5 International Banking Days following Murphy's receipt of written wirlng
imstructions from Talisman, Murphy shall pay to Tallsman the First Retmiburserment
Baymeant by way of cleared funds in accordance with such wire nstructions. Talisman
shall pravide Murphy with a confirmation of receipt of such payment.

Talsman and Murphy shall endeavour to agree on the actual Petroleurn Costs
Incurrad by Tallsram to the Agreement Date (subject to such further adjustrnents as
rnay be reqguired to reflect the outcome of any Petroleumn Cost awdit by the
Gowernment or agreement between Tallsrman and Murphy). Talisrman shall provide
Murphy with access to all of Talisman's books and records establishing Petraleum
Casts and relating to Petraleum Operations.

If BAurphy and Tallsman are unable to agree on actual Petroleum Costs Incurred by
Talizman to the Agreement Data, Tallsman and Murghy agree that either or bath of
such Farties may refer the Dispute for expert determination in accordance with
Article 42.2 of the Contract

Within ¥ International Banking Days after the earler of the date when {I] Tallsman
and burphy have agreed on the amount of actual Petroleurn Costs incurred by
Talisman to the Agreement Date, or (H) such actual Petroleum Costs have baen
determined by an expert in accordance with Article 422 of the Contract; Murnphy
shall promptly pay, by way of cleared funds In accordance with the weitten wire
instructions prowided by Talieman to Murphy pursuant to clause & [or such othear wira
instructions as Tallsman may provide to Murphy), an amount which is equal to: (=}
the proportion of such actual Petrolewm Costs that ts attributable to the Third Party
Interest, minus [y] the First Reimiburse ment Payment.
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4.6  Mothing in this agreement will impair the rights of any party to audit Petroleurn Costs
in accordance with the Contract or, a3 between Tallsman and Murphy, a3 othepatse
agreed between Murphy and Talleman in the kaint Operating Agreement or
otherwise, Following any audit [or any Gowernrment audit of the Petrobeum Costs),
Murphy amd Talisman shall prompthly make such payments to each other a5 may be
necessany by way of eguitable adjustment.

4.7  Murphy acknowledges its obligations in respect of Petrobeum Costs on and from the
Agreement Date under the Contract and, &s between Murphy and Tallsman, as
agreed in any Jolnt Dperating Agreement entered into betwean Tallsman and
Murphy.

REPRESENTATIONS AND WARRANTIES
51  Murphy makes the representations and warrantles to the Government as set forth in
the Murphy Letter of Representaticns and Warrantlas,

5.2  Talleman makes the representations and warranties to the Government as set forth in
the Murphy Letter of Representations and \Warranties.

53  Murphy represents to Tallsiman, and Tallsman represents to Murghy:

531 Its entry inte and performance of this agreement has been authorised by all
necessary action, whether corporate or otherwlise.

53.2 It has all necessary pawer and authority to sign and perform this agreement
and the Contract.

533 This agreament and the Centract constitute a legal, valkd, and Binding
obligation of It

534 |t has recelved all authorisatbons and consents necessary for the entry into and
performance by It, and the validity and enforceability against it, of this
agreernent and the Contract.

535 Except as provided in the next sentence, thare ke no law applicable to it or an
agreement to which it Is a party which (i) conflicts with or prevents it from
performing this agreemeant and the Contract In accordance with its terms, or
{ii) affects the walidity and enforceability against it of this agreement or the
Contract In acoordance with (s terme. Mo represantation s made by Murphy
or Tallsrman In respect of the Laws of the Kurdistan Region or the Republic of
Iraq.

536 Itis not a party to any adminstrative or judiceal proceeding, litigation, o
arbitration that could affact the validity or enforceablility of this agreement or
the Contract as to it.

24  The Government:

=41 warrants to Murphy and Talisman that, as of the sgreement Date, no other
Person has any claim or dght to the Third Barty Interest, except for Murghy
pursuant to this agreemeant;
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5.5

42 represents to Murphy that the Government has neither made nor threatenad
to initiate any adminlstrative proceedings or official anguires n respect of the
Contract or the Contract Area.

Talisrman and the Government each individually represents to Murphiy:

551 The Contract Is In full force and effect and it Is not In breach of any of its
abligations thereunder.

552 Except for this agreement and the agreaments dentified in Annex I, there s
no agresmeant in affect to which Talieman and the Government are parties that
pertains to Petrodeum Operations in the Contract Area.

553 Tallsrman has pald and discharged its obligation to pay the Tallsman Signature
Bonus and the Taksman Capacity Bullding Bonus.

554 It has nalther made, nor threatened to make, any cdaim against the other party
arising out of or related to the Contract ar the Contract Area.

B. GENERAL PROVISIONS

6.1

6.2

This agreement does not create any right under the Contracts (Rights of Third Partles)
Act 19949 that Is enforceable by any Person that |s not a Party. The Barties may rescind
of wary the termns of this agreement without notice to, or the consent of, any Person
that s not a Party.

The Barties may amend a provislon of this agreement anly by an agreement of the
Fartles that identifies itself as an amendment 1o this agreement.

£21 M Party may walve any provision in this agreement as to such Farty only by a
writing executed by the Farty agalnst whom another Party seeks to enforce
thie waiver.

622 Mowalver or consent: () made on one occasion will be affective anly in that
instance and only for the purpose stated; and (il] once given ks mot to be
construed as a walver or consent an any fubure accasion.

£2.3  An amendment, waker, or consent signed by the Minister of Matural
Resgurcas of the Kurdistan Region is binding on the Governmeant.

£24 Mofallure or delay In exercising any right ar rernedy, or in requiring the
satisfaction of ary condition, under this agreement by a Farty, and no act,
omission or course of dealing between any of the Parties, will operats as a
wialver of estoppel of amny right, remedy, or condithan.

624 Nowalver, amendment, or consent in respect of this agreement will constitute
a wialwer, arnendment, or consent of any ather agresmeant between all ar any
of the Partles.

£25 & Party will not be considered to have watved or otherwlse Impaired the
effectiveness of the representations or warrantles of another Party o |t
imcluding, in respect of the Government, the representations and warrantles
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6.3

B.5

6.6

6.7

6.9

6.10

set forth in the Murphy Letter of Representations and Warranties and the
Tallsrman Letter of Representations and Warranties, by reason of any
imvestigation made by or on Behalf of such Party or because such Party (or any
of its advisars) knew or should have known that 3 representation of another
Party might be Inaccurate.

A Party ghiing any natice or making any request, demand, or other communication to
anather Party shall do so as provided inthe Contract (as amended by this
apreement), and such notice, request, demand, or other commuanicathon will be
deemed sent or receved as provided In the Contract.

Each Party aprees that any Dispute arising out of or ralated to this agreament
fimcluding a Dispute relating to any non-contractual obligations arlsing out of or in
connection with this agreement) will be considered a Dispute under the Contract to
ke finally resohmed in accordance with the Contract.

The Parties may execute this agresment in counterparts, each of which constitutes an
original, and all of whick, collectively, constitute only one agreement. The signatures
of all of the Parties need not appear on the same counterpart, and delivery of an
executed counterpart signature page by facsimile or emall Is as effective as signing
and dalivering this agreement in the presence of the other Partles. This agreement &
effective upon delivery of one executed counterpart from each Party to each of the
other Parties. In proving this agreement, a Party must produce or acoownt anby for
the executed counterpart of the Party to be charged.

If this agreement |5 reasonably proven to have bean obtained n volation of Kurdistan
Reglon Laws or the Laws of the Federal Republic of Irag concerming corruption: {ij this
agregment shall be vold ab initio; and {il) the period during which the Gowvernrmert
may exerclse the Option of Third Party Participation will thereupon recommence for a
further 180 days from the date that the Government declares this agreement to be
woid ab fnitla.

This agreement |s binding on each Party and its successors and assignes.

BAurphy shall mot assign any of [ts rights or obligations under this agreement without
the consent of the Government and Talleman. Tablisman shall not assign amy of its
rlghits or obligations under this agreement without the consent of the Gowernment
and Murphiy_ Amy such assignment without such consents will be vold.

To the extent the proceduras for asshgning the Third Party Interest hereln and
payment of funds assoclated therewlith are at vanance with the Contract, the Partles
wialve the provisions of the Contract and the provisions of this agreement contral.
Talisrman walveas the need for the Government to delver writtan notice of its
intention to exercise the Opthon of Third Party Participation as set out in Article 4.7 of
the Contract.

This agreement constitutes the final, complete and exclusive expression of the
Parties’ agreerment on tha matters contalned in this agreament.
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6.11

6.12

Ell1

E B2

E. L3

E.BnA

All prior and contemporanecus negotiations and agreements between the
Partles an the matters contained In this agreement are axpressly merged Into
and superseded by this agreement.

The provisions of this agreement may not be explained, supplemented or
qualified through evidence of trade usage or 8 prier course of dealings.

Im entering Inte this agreement, aach Party warrants It has not relied upon any
statement, representation, warranty, or agreement of the other Party, except
for those expresshy contained im this agreement or, in the case of the
Government, as set forth in the Murphy Letter of Representations and
‘Warranties and the Tallsman Letter of Representations and Warrantles.

There & no conditlon precedent to the effectivenass of this agreemant, and
thiere are na representations or warranties, in each case other than thooe
expressly stated in this agreement.

This agreament |and any non-contractual abligations arising out of or related to this

agreement] is governaed by English Law.

This agreement |s effective an the date set forth on the following signature page {tha
“Agreament Date”).

[Signoture poge follows. ]
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Agresment Date: ié /7#‘-{1'-. 2011
{5;/ /s

For and on behaif of the GOVERNMENT OF THE KURDISTAN REGION OF IRAG

By
rham Salik
Primig Mnistar
Kurdistan Regional Government
On behalf of the Begional Council
for the Qil and Gas Affais of the Kurdistan Region - irag

Azhti Hawrami

Minister of Matural lesoweroes

Kurdistan Regional Government
O behalf of the Minstey of Matursl Resowrces in the
Kurdistan Regon

MuRPsy Baranan O Co., LToo

82 s s a2 s

|Signature pore e Astigament, Navetion and Brst Amendment Agreement - Basrng|
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Agregment Date: g/ X1l

Far and om bahalt of the BVERMNENT OF THE KURDISTAN REGRON OF IRAO

(.1 ST T i
Barhien Salih
Prifee Ministar
Eurdistan Regional Government
Oni bethalf of the Regionasl Cowncil
o thx il ard Gas Affairs of the Hurdistan Region - rag

Bkt Haswiams

Mliraster of Natwmal Resouroes

Kurdictzn Regianal Govamment
Ciry behalf of the BMinistry of BMabural Besources (n Ehe
Kurdistan Ragisn

MureHy Baranarn O Co., LTo.

Hignoture page fo Assipnment, Mowedi and Frst Amepdment Agreement - Foronar]
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Agreement Date; __ =~ 'f’;f&"‘% 2011

For and on bohatf of the GOVERNMENT OF THE KusDisTan REcaon oF [RAQ

Kurdistan Begional Gowernment
On bahalf of the Regional Ceuwncil
for the 0il and Gas Affairs of the Kurdistan Region - ireq

MEnister of Nalural Resources
Kurdistan Regional Gowermment
On behalf of the Ministry of Metursl Resounoes in the

Kurdistan Region

PAurPHY Bagarian O Co., Lo,

TaLssan [Buock K3) BV

mp.g% e ]
wame: Eaal A e T migHu e

s bty durioizets

[Sigraaiure poge to Asdigramenl, Movalion and First Amendment Agreement - Boranen]



Annex 1

Agreements Pertaining to Contract Area

Production Sharing Contract dated 15 Jume 2005,

Assignrment and Movation Agreement between Tallsman, the Gowernment, and
Calwyn Investrnents Lmited dated on or before the date hereof.



