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PRODUCTION SHARING CONTRACT

This Production Sharing Contract (this "Contract”) is between:

{1)

12

(3]

The KURDISTAN REGIONAL GOVERNMENT OF IRAQ (the "Government”); and

Hess MiDDLE EAST New VENTURES LIMITED, a company established and existing
under the laws of the Cayman lslands, whose registered office is at Caledonian
Trust {Cayman) Limited, Caledonian House, 69 Dr. Roy's Drive, P.O. Box 1043,
George Town, Grand Cayman, Cayman Islands XY1-1102; ("Hess") and

Petroceltic Kurdistan Limited, a limited lisbility company organized and
existing under the laws of the British Virgin Islands under company number
1551655, whose registered office is at 3rd Floar, Windward House, La Route de |a
Liberation, St Helier, Jersey [“"PKL")

(Hess and PKL together the “Contractor” and each a *Contractor Entity”™).

RECITALS

Al

The Gavernment has determined that this Cantract will facilitate the development of
the petroleum wealth of the Kurdistan Region in @ way that achieves the highest benefit
to the people of the Kurdistan Region and all of Irag, will promate the economic
development of the Kurdistan Region and Iraq and the social welfare of its people, uses
the most advanced technigues, and accesses best market principles to encourage
investment,

The Government enters into this Contract pursuant to the Government’s rights and
autharities under the Constitution of Irag and the Kurdistan Qil and Gas Law 2007. In
accordance with the Constitution of Iraq, the prevailing Laws of the Kurdistan Region
comprise the Kurdistan Region Law and, with regard to a matter wholly within the
exclusive jurisdiction of the Government of Iraq, the federal Laws of Iraqg.

Each Contractor Entity and the Government affirms its ongoing commitment and
adherence to the Principles and Criteria of the Extractive Industries Transparency
Initiative [EITI).

Each Contractar Entity has assured the Government that such Contractor Entity has,
together with its Affiliates:

(1) the financial capability, and the technical knowledge and technical ability, to
carry out Petroleum Operations in the Contract Area under the terms of this
Contract; and

(2) a recard of compliance with the principies of good carparate citizenship.
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This Contract is a production sharing contract. The abject of this Contract is for the
Contractor to undertake Petroleum Operations in the Contract Area at the Contractor's
sole risk and expense.

Neither the Contractor, nor any Contractor Entity will receive any compensation for its
services, nor any reimbursement of its expenditures under this Contract, except for the
share of Petroleum from the Contract Area to which it may become entitled under this
Cantract. If there is no Commercial Discovery in the Contract Area, or if the production
achieved from any Production Area is insufficient to reimburse the Contractor ar any
Contractor Entity, each Contractor Entity will bear its own losses without any obligation
of the Government to pravide any reimbursement ar other compensation.

Itis the policy of the Government to: (1) ensure that Natural Gas is first made available
to satisfy the consumption requirements and needs of the people of Irag; (2) determine
and control all exports of Natural Gas praduced in the Region; and (3) act, directly or
indirectly through a designated Affiliate of the Government or other designee of the
Government, as the aggregator of all Natural Gas produced in the Region for export.

Nothing in this Contract is intended to confer any right upan the Contractor other than
those rights expressly granted in this Contract. This Contract does not transfer
ownership of any Petroleum in the ground to the Contractor or any Contractor Entity.

Each Contractor Entity and its ultimate parent company have provided the Government
with a letter of representations and warranties dated on or before the date of this
Cantract (the “Letters of Representations”) as an inducement for the Government to
enter into this Contract, and upan each of which the Government is relying in entering
into this Contract.

Concurrently with the signing of this Contract, Hess Corporation and Petroceltic
International PLC have delivered a guarantee in favour of the Government as required
by this Contract.

Prior to this Contract, Hess and PKL delivered a Confidentiality and Pre-Contractual
Understandings Agreement, which continues in accordance with its terms and is not
impaired by this Contract, except as expressly set forth herein,

CLAUSE 1 - DEFINITIONS; CONSTRUCTION

DEFINITIONS

1.1

Uniless otherwise specified:
Abroad means outside of the Kurdistan Region and other parts of Iraqg.
Accounts is defined in clause 15.1.

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

Act of Insolvency means, in respect of any Person, its insolvency, winding-up,
dissolution, administration or liquidation, the making by it of any arrangement or
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compasition with its creditors or the taking of possession by an Encumbrance of, or the
appointment of a receiver or administrative receiver over, the whole or any substantial
part of its property or assets or its ceasing or threatening to cease to carry on business
and any equivalent or analogous procedures by whatsoever name known and in
whatsoever jurisdiction. The "winding-up” of a Persan also includes the amalgamation,
reconstruction, reorganisation {by way of valuntary arrangement, scheme of
arrangement or otherwise), administration, dissolution, liguidation, merger or
consalidation of that person and any equivalent or analogous procedure under the law
of any jurisdiction in which that Person is incorporated, domiciled, or resident or carries
on business or has assets,

Adjacent Contract Area is defined in clause 34.1.
Adjustment Date is defined in clause 27.7.1.

Affiliate means, in relation to any Person [the “first Person”|, another Person that is:

(a} the ultimate holding company of such first Person and any subsidiary (other
than the first Persan) of the first Person's ultimate halding company; or

(b) if the first Person is not a subsidiary of another company, any subsidiary of the
first Person.

For the purpaose of this definition, “holding company”™ and “subsidiary” have the
meanings given to those expressions in Section 1159 of the Companies Act 2006
(England).

Annual Reconciliation Statement is defined in clause 32.9.

Agreed Rate means interest compounded an a monthly basis, at the rate per annum
equal to the three-maonth term, Londan Interbank Offered Rate {LIBOR rate] for USS
deposits, as published the Financial Times (London Edition] or if nat published, then by
The Wall Street Journal {(New Yark Edition], plus 2.00%, applicable on the first
International Business Day prior to the due date of payment and thereafter on the first
Business Day of each succeeding calendar manth. If the aforesasd rate is contrary to any
applicable usury law, the rate of interest to be charged shall be the maximum rate
permitted by such applicable law.

Applicable Law means, as of any time of determination, Kurdistan Region Law and
federal Laws of Irag recognised by the Government as applicable in the Xurdistan
Region.

Appraisal and Appraisal Operations means appraisal work [being part of Exploration)
and a program carried out following a Discovery for the purpose of delineating the
Reservair to which that Discavery relates in terms of measurement of thickness and
lateral extent and estimating the quantity of recoverable Petroleum therein, and
includes geological, geophysical, aerial and other surveys, stratigraphic tests, the drilling
of shot holes, core holes, Appraisal Wells and other related holes and wells, and the
purchase or acquisition of Assets and Materials therefor.

Appraisal Area means the area defined in clause 12.4,

Appraisal Report means, in respect of a Appraisal Operations in respect of a Discavery, a
repart in such form as required by the Government and that includes:
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(a) geological conditions, such as structural configuration, physical properties, and
stratigraphy;

(b) the thickness and extent of Reservair rocks;

(c) petrophysical properties of the Reservoirs;

(d) type of substances obtained;

(e) Volumes of Crude Oil and Natural Gas initially in place;

f the chemical composition, the physical properties and guality of any Crude Oil
discovered;

(gl pressure, voelume and temperature analysis of the reservoir fluid;

(h) the productivity indices for wells tested at various rates of flow;

fi) Crude Oil characteristics, including oil gravity, sulphur percentage, sediment

and water content and product yield pattern;

(i) Natural Gas compaosition;

(k] estimates of recoverable reserves;

(1) the estimated production capacity of the Reservairs;

(m) praduction forecast per well;

(n) a preliminary estimate of recoverable reserves; and

(o) such other information as reasonably required by the Government ar generally

pravided in such reports in accordance with Best Practices.
Appraisal Work Program is defined in clause 12.4.
Approved means approved by the Management Committee and the Government.

Approved Budget means a Budget that has been approved by the Management
Committee and the Government together with an Approved Work Program.

Approved Domestic Gas Marketing Work Program and Budget is defined in clause 14.1.
Approved Gas Field Appraisal Work Plan and Budget is defined in clause 14.1.

Approved Work Program means a Work Program that has been approved by the
Management Committee and the Government.

Approved Work Program and Budget means an Approved Work Program together with
a Budget with respect thereto that has been approved by the Management Committee
and the Government.

Arm's-Length Sale(s) means, in respect of sales of Petroleum, a sale in freely convertible
currencies between sellers and buyers having no direct or indirect relationship or
common interest whatsoever with each other that could reasonably influence the sales
price. The following are not Arm’s Length Sales:

(a} sales between or among any of the Contractor Entities and their respective
Affiliates;

(b) sales involving the Government or the Government of Irag;

(c) sales involving swaps or exchanges; and
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(d) transactions which are not a routine sales practice in the international oil and
gas industry.

Assets means equipment and other praperty, whether real or personal, owned or
leased, used or expected to be used by the Caontractor in connection with Petroleum
Operations.

Assets and Materials is defined in clause 19.1.

Assign and Assignment means any transfer, conveyance, novation, merger |including
“reverse triangle” mergers), Encumbrance ar ather dealing in any manner whatsoever or
howsoever accamplished or characterised (whether legally, beneficially, or otherwise,
into any form of trust or fiduciary holding, and whether conditionally or not}. Assignee
means a Person accepting an Assignment from a Party, and Assignor means the Party
making an Assignment to another Person.

Associated Gas means Natural Gas found in association with Crude Qil, either dissolved
in the Crude Oil or as Gas-cap Gas, that is recovered as Natural Gas at the surface by
separation or ather primary field processes.

Audit Request Period is defined in clause 15.3{a).
Available Crude Oil is defined in clause 25.1.
Available Gas is defined in clause 25.2.

Available Petroleum is defined in clause 253,

Barrel means a quantity of 42 US gallons as a unit to measure liquids, at a temperature
of 60" Fahrenheit and pressure of 14.7 psi.

Base Exploration Term is defined in clause 6.3,

Best Practices means standards that are no less stringent than the best practices,
methods, and procedures in carrying out petroleum operations consistent with a
reasonable degree of prudence, as evidenced by the best practices of experienced
operators in the explaration, development, and production of petroleum principally
aimed at ensuring:

(a} conservation of Petroleum resources, which implies the utilisation of methods
and processes to maximise the recovery of Petroleum in a technically and
economically sustainable manner, caontrol of reserve decline, and minimisation
of losses at the surface;

(b) operational safety, including the use of methods and processes that promote
occupatiaonal security and the prevention of accidents;

(c) envirenmental protection and warker safety, including best methods and
pracesses which minimise the impact of Petroleum Operations on the

environment.

(d) that all materials, resources, and supplies are available to meet the
Cantractor’s abligations hereunder under normal canditions and anticipated
abnormal canditions;

(e) that sufficient engineering, design, construction and safety personnel are
available, are adequately experienced and trained to conduct Petraleum
Operations, and provide required training properly and within Applicable Law,
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manufacturer’s guidelines and specifications, and are capable of responding to
abnormal conditions and anticipated abnormal conditions;

(f) that appropriate manitaring and testing is done to ensure that Assets are
capable of functioning, and will continue to function, as designed and to
provide sssurance that Assets will function properly under normal canditions
and anticipated abnormal conditions;

(gl that appropriate protective devices and design features are provided to ensure
that safe, reliable, Jong-term Petroleum Operations can be achieved;

(h) that eguipment is operated at all times in a manner compliant with Applicable
Law, applicable Permits, and this Cantract, in accordance with all
manufacturers’ warranties, and in a manner safe to workers, the general public,
the environment, plant and Assets;

fi) notwithstanding the requirements of the ASME Boiler & Pressure Vessel Caode
Section VIII, that all pressurised equipment handling hydrocarbons (whether
such Asset is new or used) is subject to hydraulic pressure testing prior to use;
and

(j) that full and complete records of accounts are kept and maintained.

Budget means an estimate of income and expenditure approved, or as the context may
require, to be approved by the Management Committee in accordance with this
Contract in respect of all Petroleum Operations included in a Work Program.

Calendar Year means a period of 12 consecutive Months, beginning 1 January and
ending on 31 December of the same year.

Capacity Building Account means a segregated bank account with a reputable bank in
the name of, and maintained by, the Government for the purposes set forth in clause
312.16.

Capacity Building Bonus is defined in clause 32.1.2.

Capacity Building Payment means the obligation of each Contractor Entity to pay an
amount equal to the Capacity Building Value.

Capacity Building Payment Monthly Statement is defined in clause 32.7.

Capacity Building Value means during any period for each Contractor Entity an amount
in USS equal to the value, determined in accordance with clause 27, of 20% of the Profit
Petroleum attributed to such Contractor Entity.

Chairman is defined in clause 8.9,
Change of Control is defined in clause 39.10.
Change of Tax Law is defined in clause 43.4.

Commercial Discovery means a Discovery, after taking into account available technical,
operational, commercial, and financial data, including recoverable reserves of
Petroleum, sustainable regular production levels and other material technical,
operational, commercial and financial parameters, which is expected to result in both
full recovery of Petraleum Costs and a reasonable return on investment,
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Commercial Production means Production of Petroleum under an Approved Production
Work Program and Budget of regular production and sale or ather dispasition.

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

Contract means this production sharing contract.

Contract Area means, as of the Effective Date, the area shown on the map in Annex A,
as such area may be relinquished or otherwise reduced in accordance with this Contract.

Contract Year means a period of 12 consecutive Months starting from the Effective Date
or any anniversary of the said Effective Date. In the case of the final Contract Year of this
Contract, the Contract Year will end on the termination date.

Contractor means all the Contractor Entities, together.

Contractor Entity means, as at any time of determination, Mess and PKL and their
respective Permitted Assignees and successors. The Government is not a Contractor
Entity. A Public Company or other Person that is a Gavernment Interest Holder is not a
Cantractor Entity solely by virtue of being a Government Interest Holder.

Control is defined in clause 39.10(b).
Corrupt Practices Laws means, as applicable:

(a} the Laws of the Kurdistan Region and of Iraq in respect of bribery, kickbacks
and corrupt business practices;

(b) the principles of the Laws of the place of incarparation of each Contractor
Entity and of each place of incorporation of its ultimate parent company in
respect of bribery, kickbacks and corrupt business practices;

(c) the principles of the Foreign Corrupt Practices Act of 1977 of the United States
of America (Pub. L. No.95-213 §§ 101-104 ef seq), as amended;

(d) the principles of the OECD Convention on Combating Bribery of Foreign Public
Officials in International Business Transactions, signed in Paris on 17 December
1997, which entered into force an 15 February 1999, and the Convention’s

Commentaries; and
(e) the principles of the UK Bribery Act 2010.
Cost Gas is defined in clause 25.9.
Cost Oilis defined in clause 25.8.
Cost Petroleum is defined in clause 25.11.

Cost Recoverable means recoverable by the Contractor as Petraleum Costs in
accordance with the provisions of this Contract {including the Accounting Procedure).

Crude Oil means all liquid hydrocarbons [including crude mineral oil, condensate,
asphalt, ozokerite, and bitumens) in both solid and liquid form in its natural state or
obtained from Natural Gas by condensation or extraction.

Cumulative Costs is defined in clause 26.1.

Cumulative Revenues is defined in clause 26.1.
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Data means records, information, or data of any sort, whether raw, derived, processed,
interpreted or analysed, abtained or produced pursuant to this Cantract, including
geological, geophysical, petrophysical, engineering, drilling, praduction, well Jocation,
well log, core sample and completion status records, information and data.

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

Decommissioning Operations mean closing down, decommissianing, abandoning, or
wholly or partly removing Assets and Materials in or from the Contract Area, keeping
Assets and Materials in the Contract Area in & safe condition following cessation of
praduction pending abandonment, and restoration of land in the Contract Area.

Decommissioning Plan and Work Program is defined in clause 38.2.

Decommissioning Reserve Fund is defined in clavse 3B.6 and includes all contributions
paid into such fund and all interest accumulated in such fund.

Delivery Point means the point after extraction either as specified in an Approved
Development Plan for a Production Area, or at such other point {including a point of sale
in respect of Natural Gas) which may be agreed by the Parties, at which Petroleum
produced and saved is metered for the purposes of clause 27.5, valued for the purposes
of clause 271, and, in the case of Crude Oil, available to be lifted by a Party.

Development Costs means all the costs and expenditures incurred by the Contractor
when carrying out Development Operations in accordance with an Approved
Development Work Program and Budget {subject to clause 2.6).

Development and Development Operations means, in respect of a Production Area, all
operations or works conducted in accordance with an Approved Development Plan and
Budget up to the Delivery Point with a view to developing 2 Production Area.

Development Period is the periad during the term of this Contract (a) that is not the
Exploration Period or a Gas Field Halding Period and (b] during which the Contractor is
entitled to conduct Development Operations.

Development Plan means a plan prepared by the Contractor in accordance with Best
Practices, and which includes details of:

(a) the delimitation of the Praoduction Area, taking into account the results of the
Appraisal Report regarding the impartance of the Petroleum Field within the

Appraisal Areas;
(b) drilling and completion of Development Wells;
(c) drilling and completion of Injection Wells;
(d) the sequencing and timing of the development of Reservairs;
(e) the expected First Production of Petroleum;
(f) laying of pipelines;
(gl installation of separators, tanks, pumps and any other associated production

and injection facilities for the production;

(h) treatment and transportation of Petroleum to processing and storage facilities;
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(i) the construction of transportation pipelines inside or outside the Contract
Area;

(j) constructiaon of starage facilities for Petroleum;

(k) plans for the use or flaring of Natural Gas;

U} training commitment in accordance with clause 23;

(m) preliminary decommissioning and site restoration plans;

(n) a detailed forecast of annual capital expenditures, operating expenditures, and

abandonment expenditures,
(o) erach Contractor Entity's source of capital; and

p) any other operations and expenditures not expressiy provided for in this
definition, but the Contractor expects will be reasonably necessary for
Development Operations, Production Operations, and delivery of Petroleum
and disposition of Natural Gas produced from the Contract Area.

Development Work Program and Budget means the Work Program and Budget
prepared by the Contractar pursuant to clause 13.2.

Discovery means the finding of a previously unknown accurmnulation|s) of Petreleum in
one or more Reservoirs within the Contract Area and which have, for the first time, been
demonstrated through drilling to contain Petroleum that can be recovered at the
surface in a flow measurable by conventional petroleum industry testing methods and
may be considered for Appraisal.

Discovery Report is defined in clause 12.2.

Dispute means a dispute or claim of any and every kind or type, arising out of or relating
to this Contract (including those sounding in tort) between all or any of the Parties.

Domestic Gas Marketing Operations s defined in clause 14.1.
Domestic Gas Plan is defined in clause 14.1.

Domestic Market is defined in clause 14,1,

Effective Date is defined in clause 46.8.

EHS Monitors mean accredited professionals, including certified safety professionals,
certified industrial hygienists, registered occupational hygienists or their equivalents.

EHS Standards is defined in clause 37.2.
EIA is defined in clause 37.7.

EIR is defined in clause 37.6.

EMMP ic defined in clause 37.8.

Encumbrance and Encumber means any martgage, charge, pledge, hypothecation, lien,
assignment by way of security, title retention, option, right to acquire, right of pre-
emption, right of set off, counterdaim, trust arrangement, overriding rayalty, net profits
interest, or any other security, preferential right, eguity or restriction, any agreement to
give or to create any of the foregoing and any transaction which, in legal terms, is not a
secured barrowing but which has an econamic or financial effect similar to that of a
secured borrowing.
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Environment Fund is defined in clause 23.13,

Expatriate means any employee not normally resident in the Kurdistan Region or Irag,
who is employed by either Contractor Entities or Subcontractars for purposes of this
Contract and who is engaged on terms which provide for the payment of passages to
and from the Kurdistan Region or Iraq.

Expert means, with respect to a Dispute, an independent person with appraopriate
gualifications and experience, who:

(a} has been agreed upon between the Parties to the Dispute; or

(b) has been nominated by the President of the Energy Institute in Londan,
England, on the application of any Party to the Dispute failing agreement within
14 days of either:

(1) approval by the Management Committee of the Terms of Reference;

or

(2) the date the Parties receive notice that the Expertis unable or
unwilling to complete the reference to Expert determination.

Exploration means such geological, geophysical, aerial and other surveys as may be
contained in an Approved Work Program and Budget with a view to discovering
Petroleum in the Contract Area previously not known to have existed using geological,
geaphysical and other methods and the drilling of Exploration Well(s), and includes: (a}
any activity in connection therewith or in preparation therefor, and any relevant
pracessing; and |b) Appraisal.

Exploration Costs means Petraleumn Costs incurred by the Contractor Entities when
carrying out Exploration Operations in accordance with an Approved Exploration Work
Program and Budget [subject to dause 2.6).

Exploration Operations means any and all operations conducted in respect of
Exploration, including Appraisal Operations.

Exploration Period is defined in clause 6.3,
Exploration Rental is defined in clause 6.2,

Exploration Work Program and Budget means an exploration work program and budget
prepared pursuant to clavse 11.1 or 11.2.

Export Gas Marketing Operations is defined in clause 141,
Export Markets is defined in clause 14.1.

Export Plan Evaluation Period is defined in clause 14.27.
Extended Exploration Term is defined in clause 6.3.1.

First Exploration Well is defined in clause 10.3{d).

First Production means the moment when Commercial Production of Crude Qil or Non-
Assaciated Gas (as the case may be) first commences, by flowing at the rate forecast in

the Development Plan without interruption for a minimum of 48 hours.

First Sub-Period is defined in clause 6.4(a).
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First Sub-Period Guaranteed Amounts is defined in clavse 9.1.1.
Force Majeure is defined in clause 40.1.
Force Majeure Estimate is defined in clause 40.11.

Gas means Natural Gas, both Associated Gas and Non-Associated Gas, and all of its
constituent elements produced from any Well in the Contract Area. Gas may be
praoduced from Natural Gas Wells or in association with Crude Qil from Crude Qil Wells.

Gas-cap Gas means free gas that overlies and is in contact with significant guantities of
Crude Qil in a Reservoir.

Gas Development Period Early Termination Notice is defined in clause 14.33,
Gas Export Plan is defined in clause 14.1.

Gas Field means an area in the Contract Area consisting of a single reservoir or multiple
reservairs all grouped an, or related to, the same individual geological structural feature,
stratigraphic conditions, or both, which either:

(a) is & Discovery of Non-Associated Gas; or

(b) is & Discovery of Crude Oil with Associated Gas that cannot be a Commercial
Discavery without a plan for the economic disposition (excluding flaring or re-
injection) of the Associated Gas, and notwithstanding that liquids and
condensates are included in the definition of Crude Qil [i.e., a condensate
Reservoir is a Gas Field).

Gas Field Holding Period is defined in clause 14.10.
Gas Field Holding Period Application is defined in clsuse 148,
Gas Field Holding Period Rental is defined in clause 14,13,

Gas Marketing Costs means costs and expenditure incurred by the Contractor in
accordance with a Domestic Gas Marketing Work Program and Budget.

Gas Marketing Operations is defined in clause 14.1.
Government is defined in the preamble.

Government Business Day means a day between the hours of 8:00am and 3:00pm
when the offices of the Government are legally required to be open to conduct the
business of the Government.

Government Interest is defined in clause 4.1,
Government Interest Holder is defined in dause 4.2,

Government of Irag means the Federal Government of the Republic of Irag, which hoids
office under the Constitution of Iraq and any minister, ministry, department, sub-
division, agency, authority, council, committee, or other constituent element thereof.

Guarantee means a Guarantee in the form and content as set forth in Annex C.

Guaranteed Amount means either the First Sub-Period Guaranteed Amount or the
Second Sub-Period Guaranteed Amount, as applicable.

11
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Hess is defined in the preamble.
Holding Period Early Termination Notice is defined in clause 14.28.

Income Tax and Incomes Taxes mean, in respect of any Person, Taxes imposed by
Kurdistan Region Laws on the income of such Person.

International Banking Day means, in respect af a Party making a payment and a Party is
to receive a payment, a day on which banks are open to conduct business by electronic
transfer of funds in both the place from where the funds are to be seént and the place
where the funds are to be received.

International Market Price is defined in clause 27.2.
Iraq means the entirety of the Republic of Iraqg, including the Kurdistan Region.

Joint Operating Agreement means an agreement between the Contractor Entities for
the purpose of regulating the relationship between the Contractor Entities in respect of
this Contract.

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

Kurdistan Region Law means Laws of the Kurdistan Region and the Laws of any
gavernmental autharity of any district, sub-district, municpality, territorial, or other
political subdivision of the Kurdistan Region.

Kurdistan Region Oil and Gas Law means the Qil and Gas Law of the Kurdistan Region —
Irag (Law No. 22 of 2007].

Laws means any statutes, rules, codes, regulations, decisions, proclamations, notices,
directives, canstitutions, instruments, rules of court, guidance, or any other instrument
of any governmental, intergovernmental, or supranational bady, agency, department or
of any regulatory, self-regulatory or other authority ar arganisation having the force and
effect of a law.

LCIA is defined in clause 42 4.

Loss or Expense means any liability, loss, claim, settlement payment, cost and expense,
interest, award, judgment, damages (including consequential, indirect, and punitive
damages), fees or other charge and, to the extent permitted by applicable law, any court
filing fee, court cost, arbitration fee or cost, witness fee, and each other fee and cost
(including attarneys' fees, other professionals” fees, and disbursements| of investigating
and defending or asserting a claim {including a claim for indemnification).

Management Committee is defined in clause B.

MER {*"Maximum Efficient Rate”] means in respect of a Reservoir, the maximum rate of
production of Crude Qil, without excessive decline of praduction or excessive loss of
Reservair pressure, in accardance with good oil-field practice and the provisions of
clause 16.16.

Minimum Exploration Obligations is defined in clause 10.2.
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Minimum Financial Commitment means:
(a} in respect of the First Sub-Period, the amaounts set out in clause 10.3; and

(b) in respect af the Secand Sub-Periad, the amaounts set out in clause 10.4.
Month means a calendar month according to the Gregorian calendar.

Natural Gas means & mixture of hydracarbons and varying quantities of non-
hydrocarbons that exist either in the gaseous phase or in solution with Crude Oilin
natural underground Reservairs remaining after the extraction of liquid hydrocarbons
(including condensates) from wet gas.

Natural Gas BOE means 6,000 standard cubic feet of Natural Gas to one Barrel of Crude
il

Non-Associated Gas means Natural Gas that is found in a Reservoir either (a} without
assaciation with Crude Qil, or (b} in association with quantities of Crude Oil that, without
a plan of disposition of the Natural Gas other than by flaring or reinjection, by itself
cannot be commercially produced.

Notice of Dispute is defined in clause 42.2.
Notice of Early Termination of Gas Field Holding Period is defined in clause 14,14,

Oil Field means an area within the Contract Area consisting of a single Reservair or
multiple Reservoirs all grouped an, or related to, the same individual geological
structural features, stratigraphic conditians, or both, and that (a) may become part of a
single Production Area for Crude Qil and {b) is not a Gas Field.

Operator means the entity designated by the Contractor pursuant to clause 5 as the
“Operator”.

Original Contractor Entity is defined in clause 43.4.

Parties mean the Government and each Contractor Entity, and Party any of the
Cantractor Entities or the Government. The Government or a Public Company in its
capacity as holder of all ar part of the Government Interest is Party only in respect of
such Government Interest.

Permit means a licence, permit, consent, authorisation, or other permission of the
Government ar any relevant public authority in the Xurdistan Region in respect of
Petroleum Operations.

Permitted Assignee means, as applicable: (a} an Assignee that has received an
Assignment in compliance with clavse 39, or, [b) in the case of the Government Interest,
an Assignee of the Government Interest that received an Assignment thereof in
compliance with clause 4.

Person means an individual or a corporatian, limited liability company, partnership
(whether or not having separate legal personality], joint venture, trust, unincorporated
organisation, association, government, agency or political subdivision thereof or any
other entity.

Petroleum means:

(a} any naturally occurring hydrocarbon in a gaseous or liquid state;
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(b) any mixture of naturally occurring hydracarbons in a gaseous or liguid state; or

(c) any of the foregoing that has been returned to s Reservoir.

Petroleum Costs means all costs and expenditure incurred by the Contractor in respect
of Petroleurn Operations, including, without limitation, all costs and expenditure
incurred under clause 4.1,

Petroleum Field means a Gas Field or an Oil Field.

Petroleum Operations means all Exploration Operations, Gas Marketing Operations,
Development Operations, Production Operations, and Decommissioning Operations,
and any other activities or operations related to any of such operations authaorised,
required, ar contemplated by this Contract or Applicable Law.

Pipeline Costs is defined in clause 33.5.
PKL is defined in the preamble.

Production Area means an area within the Contract Area:

(a) encompassing the closure of a Petroleum bearing Reservoir outlined following
Appraisal; and

(b) which is delineated and designated as a "production area” in an Approved
Development Plan.

Production Bonus is defined in clavse 32.2.

Production Costs means all the costs and expenditure incurred by the Contractor
Entities in carrying out the Production Operations in accordance with an Approved Work
Program and Budget [subject to clause 2.6) which the Contractar is entitled to recover
as a Petroleum Cost.

Production Operations means operations and all activities related thereto carried out by
the Contractor for Petroleum praduction fram a Production Area from the start of
Commercial Praduction, such as extraction, injection, stimulation, treatment, storage
within the Production Area, lifting and related operations. No aperations ar activities of
the Contractor after the Delivery Point are within the scope of the definition.

Production Rental is defined in clause 13.6.

Production Work Program and Budget means a Work Program and Budget prepared for
Praduction Operations pursuant to clause 13.4.

Profit Gas is defined in clause 25.9.1.
Profit Oil is defined in clause 25.8.1.
Profit Petroleum is defined in clause 26.1.

Public Company means: {a) any entity created by the Kurdistan Region Qil and Gas Law,
including the Kurdistan Exploration and Production Company; (b} a legal entity
established by Kurdistan Region Law as a separate legal entity, whether ar not fully
autonomous and whether or not having independent sources of revenue, to undertake
commercial activities on behalf of the Government, which legal entity cannot be
declared bankrupt under Kurdistan Region Law; and (c] any separate and autonomous
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company organised under Kurdistan Region Law which is contralled, directly or
indirectly by @ whally Government-owned and controlled entity, by the Government,
the Parliament of the Kurdistan Region, ar which is under the guidance of the
Government or the Parliament of the Kurdistan Region [whether ar not in any such case
partially or fully funded by the Government or the Parliament of the Kurdistan Region).
A department, division, or agency of the Government, whether or not aperating under a
separate name, is not a Public Company.

Quarter means a period of three consecutive Months starting on the first day of each of
January, April, July, and Octaber.

Regional Tax Law means any Kurdistan Region Law in respect of Taxes.
Relevant Day is defined in clause 40.11(a).

Reservoir means a subsurface rock formation containing an individual and separate
natural accumulation of producible Petroleum characterised by a single natural pressure
system.

Revenues is defined in clause 26.1.

R Factor is defined in clause 26.1.

Rights Sale is defined in clause 32.10.2.

Rovyalty is defined in clause 24.4.

Royalty Crude Oil is defined in clause 24.1.

Royalty Gas is defined in clause 24.2.

Royalty Petroleum is defined in clause 24.3.

Royalty Rate is defined in clause 24.6.

Second Exploration Well is defined in clause 10.4(b).
Second Sub-Period is defined in clause 6.4(b).
Second Sub-Period Guaranteed Amount is defined in clause 9.2,

Semester means 2 period of 6 consecutive Months starting from the first day of each of
January and July.

Signature Bonus is defined in clause 32,1,

Subcontractor means any Person providing services or undertaking works relating to the
Petroleum Operations on behalf of, the Contractor, any Contractor Entity, or the
Operator, whether directly or indirectly at any contracting tier.

Sub-Period and Sub-Periods are defined in clause 6.4

Tax or Taxes means all current or future levies, duties, payments, charges, impositions,
impasts, withholdings, fees, taxes (including value added tax or other sales ar
transaction based tax, corporation tax, income tax, capital gains tax, stamp duty, land
tax, registration tax, capital and wealth tax, profit tax, dividend tax or withhaldings,
transfer tax, customs duties, branch or permanent establishment tax or withholdings,
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tax on income fram movable capital and fixed tax on transfers) or contributions, in each
case as imposed by Kurdistan Region Law.

Terms of Reference is defined in clause 42.7.

Title Transfer Date is defined in clause 20.1.

US$ and US Dollars means the legal currency (dollar) of the United States of America.
Vice Chairman is defined in clause 8.9.1.

Well means a borehole, made by drilling in the course of Petroleum Operations.
Categories of Wells are defined:

(a} Exploration Well means a well ather than an Appraisal Well drilled far the
purposes of searching for undiscovered Petroleum accumulations an any
geaological entity|ies) (be it of structural, stratigraphic, facies, or pressure
nature) to at least a depth ar stratigraphic level specified in the Work Program.

(b) Appraisal Well means a well drilled for the purpose of delineating and
evaluating the extent, the production capacity, the potential and commerciality
of recoverable reserves of a Discovery in a geological structure or feature
established by an Explaration Well.

(c) Development Well means a well drilled, deepened, or completed after the date
of appraval of the Development Plan pursuant to Development Operations or
Production Operations for the purposes of producing Petroleum, increasing
praoduction, sustaining production or accelerating extraction of Petroleum
including production Wells, Injection Wells, and dry Wells.

{d} Injection Well means a well drilled within a Production Area which injects
Natural Gas or a fluid in order to enhance the recovery of Petroleum by

pressure maintenance ar by impraoving the quality of the Reservoir.

Work Program means any of the following: an Exploration Work Program, a Gas
Marketing Operations Waork Program, a Development Work Program, a
Decommissioning Work Program, or any other program which details the Petroleum
Operations to be conducted by the Contractor and the schedule for performing such
program.

Unless the context otherwise requires or is specifically otherwise stated:

(a}) headings are to be ignored;
(b) “including" and similar wards do not imply any limitations; and
(c) singular includes plural and vice versa.

Reference to a “clause” is to a clause of this Contract, and reference to a “paragraph” is
to a paragraph in the Accounting Procedure.

Reference to “gross negligence” and “grossly negligent” means with respect to any
Person, a marked and flagrant departure from the standard of conduct of a reasonable
and prudent person acting in the circumstances at the time of the purported
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miscanduct, or such wanton and reckless conduct as canstitutes in effect an utter
disregard for harmful, foreseeable, and avoidable consegquences.

Reference to “participating interest” means, in respect of each Contractor Entity and
Gavernment Interest Holder, its undivided share, expressed as a percentage, of its
participation in the rights and obligations under this Contract.

Reference to:

(a) “significant™ means important enough, from the perspective of a reasonable
persan in the Government's position, to merit attention, and it includes a lesser
level of significance than does the term “material”; and

(b) “material” means of such a nature that knowledge of the item would affect a
reasonable and prudent Person’s decision.

The Contractor will be considered to have "knowledge” in respect of a matter pertaining
to this Contract or Petroleum Operations if such knowledge is held or ought reasonably
to be held by any Contractor Entity, the Operator, any Subcantractor, or any consultant,
or agent of any Contractor Entity, the Operator, or Subcontractor.

A reference to conduct includes an omission, statement, or undertaking, whether or not
in writing.

Reference to any contract, agreement, instrument, guideline or document includes any
amendments, restatements, and replacements thereof.

References to a Law or any provision of Law are references to that provision as
amended, extended or re-enacted and include all laws and official requirements made
under ar deriving validity from it or enacting such modification.

In computing any period of time, the day of the act, event or default from which such
period begins to run shall be included. All references to time are to the time in Erbil.
Unless specifically provided otherwise:

(a} any payment falling due on a day that is not an International Banking Day will
be due and payable on the following International Banking Day;

(b) any notice or other communication to Government that is received on a day
that is not a Government Business Day or after 3:30 pm on a2 Government
Business Day will not be considered received, unless acknowledged by the
recipient, until the next following Government Business Day.

The language which governs the interpretation of this Contract is the English language.

Ambiguities are to be resolved, where appropriate, with reference to principles and
practices generally accepted in the international petroleum industry. If there is ever any
conflict between or among standards of performance for the Contractor, the most
stringent standard will apply. In no event will the Contractor be required to take an
actian that is prohibited under Applicable Law.

Any Joint Operating Agreement between Contractor Entities, including as approved by
the Government in accordance with clause 5, is anly binding as between such Contractor
Entities, is not relevant for the canstruction or interpretation of this Contract, and does
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not establish any approved course of dealing as between the Government and any
Contractor Entity or the Contractor.

Nathing in this Contract constitutes or implies any contractual relationship or other
relationship between (i) the Contractor or any Contractor Entity and [ii) the Government
of Iraq, any region of Irag (other than the Kurdistan Region}, or any governarate or other
political or administrative subdivision of Iraq.

No Party shall construe any provision in this Contract as establishing that any Contractor
Entity is an employee, agent, or representative of the Government ar any public
authority in the Region ar in Iraq.

This Contract does not establish, and no Party shall construe this Cantract to have
established, a partnership, or other form of association or fiduciary relationship
between the Government and any other Person, including any Government Interest
Holder.

Any enumeration of a Party’s rights and remedies set forth in this Contract is not
intended to be exhaustive. A Party's exercise of any right or remedy under this Contract
does not preclude the exercise of any other right or remedy. Each Party's rights and
remedies are cumulative and are in addition to any other right or remedy set forth in
this Contract, any other agreement between the relevant Parties, ar which may now or
subsequently exist at law or in equity, by law, or atherwise.

The Gavernment does not confer any rights or assurances to any Party or Government
Interest Holder other than as expressly set forth in this Cantract. There are no implied
rights, permissions, or assurances pravided to any Contractor Entity or Gavernment
Interest Holder.

CLAUSE 2 - SCOPE

EXCLUSIVE Roany

2.1

22

23

CoMPLaNCE

24

25

The Gavernment grants to the Contractar the exclusive right to conduct Petroleum
Operations in the Contract Area on behalf of the Government for the term aof this
Contract.

Natural resources other than Petroleum are excluded from the scope of this Contract,
even if the Contractor discovers any such resources in the conduct of Petroleum
Operations.

Nothing in this Contract conveys any right, title, or interest to the Cantractor or any
Contractor Entity in Petroleum before the Delivery Paint.

The Contractar is responsible to the Government far the conduct of Petroleum
Operations.

Each Contractar Entity shall at all times comply, and procure that each Subcontractoer
complies, with the Kurdistan Region Oil and Gas Law and all other Applicable Law. No
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provision of this Contract will: [a] excuse the Contractor or a Contractor Entity or any
Subcontractor frem compliance with Applicable Law; or (b) impair any right or privilege
of the Government under Applicable Law.

Subject to clause 40 (Force Mojeure), the Contractor shall: (a} conduct Petraleum
Operations only in accordance with an Approved Work Program and Budget; and (b) not
suspend or abandon performance of Petroleum Operations except in accordance with
an Approved Work Program and Budget.

261 In cases of emergency, the Contractor shall undertake such additional efforts
and incur such additional expenditures as the Contractor considers necessary
to protect life, the environment, or property.

2611  The Contractor shall promptly report its incurrence of such additional
expenditures to the Management Committee.

26.1.2 Such additional expenditure will be Cost Recoverable.

262 The Contractor is entitled to incur expenditures not identified in an Approved
Budget, provided that: (a) the aggregate amount of such expenditures do not
exceed 10% of such Approved Budget in any Calendar Year; and (b} the
Contractor has promptly reported the incurrence of such excess expenditures
to the Management Committee.

2621  Excess expenditures incurred in compliance with and within the limits
set forth in clause 2.6.2 will be Cost Recoverable.

2622  Any expenditure above the 10% threshold will only be recoverable by
the Contractor with the unanimous approval of the Management
Committee.

Upan the Cantractor's request, the Government shall provide or procure the provision
of all Permits far Petroleum Operations to be performed in accardance with an
approved Work Program and Budget, including those relating to any extension and
renewal periods. If the Government determines that a Permit is required from the
Goavernment of Irag and unless the Government otherwise instructs, the Government
shall be responsible for securing such Permit an behalf of the Cantractor, provided that
the Contractor shall provide all necessary assistance.

Besy Pracrices

2.8

In performing Petroleum Operations, the Contractor shall do so at all times in
accordance with Best Practices, including:

(a} using all technical, human and material resources reasonably reguired for
execution of the Petroleum Operations in accordance with Best Practices; and

(b) implementing all appropriate management and administration techniques for
execution of the Petroleum Operations in accordance with Best Practices.
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2.9 The Contractar shall conduct all Petroleum Operations at its sole cost and risk.

191

192

Auxivany Rigurs

The Cantractor shall provide all funding for the performance of its obligations
hereunder.

If no Commercial Discovery is determined, or if praduction of Petroleum is
insufficient to reimburse the Contractor, the Contractaor will bear all losses
arising under or related to this Contract.

Each Contractor Entity shall only have the right to receive and dispose of its
share of the Petroleum produced and saved from the Contract Area as
reimbursement of costs incurred and compensation for services rendered
pursuant to this Contract.

2.10 The Contractor is entitled to:

(2}

(b)

(c)

(d)

(e)

n

Lasiury ATTRIBUTION

access and operate freely within the Contract Area and wherever Assets and
Materials of a Contractor Entity or Subcontractor may be located;

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

use in Petroleum Operations sand, gravel, and water belonging to the public
damain by prior arrangement with the relevant authorities and on payment of
the generally prevailing charge for such resources in the locality of use;

emplay qualified Expatriate and local personnel and retain Subcontractors for
the conduct of Petroleum Operations in accordance with clauses 22 and 23
(provided any Expatriate personnel warking in the Kurdistan Region will require
a Permit, not to be unreasonably withheld or delayed, and the Government will
procure any Permits required from the Government of Iraq);

impart any goods, materials, equipment required for the Petroleurn Operations
in accordance with clauses 19, 22, and 30; and

use land or property belanging to the Kurdistan Region outside of the Contract
Area on reasonable commercial terms to the extent made available, and the
Government will assist the Cantractor securing the use by the Contractor of any
private property in the Kurdistan Region.

211 The conduct of a Subcontractor of any Contractar Entity {at any tier) or of the

Operator will be binding upon, and considered to constitute the conduct of the

Contractor.
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CLAUSE 3 < CONTRACTOR: PARTICIPATING INTERESTS

CoNTRACTOR

3.1

The obligations of the Contractor constitute joint and several obligations of the
Contractor Entities, except anly where specifically provided otherwise.

PARYICIPATING INTERESTS OF CONTRACTOR ENTITIES

32

As of the Effective Date, the participating interests of the Contractar Entities are as

follows:
Hess 64%
PEL 16%

CLAUSE 4 - GOVERNMENT INTEREST

GENERAL

41

4.2

43

4.4

The Government has a participating interest of 20% in Petroleum Operations and all
other rights, duties, and abligations of the Contractor (except as provided in this clause
4), are carried by the Contractor (the “Government Interest”).

No holder of all or any part of the Government Interest (3 "Government Interest
Holder") {including the Government), in such capacity:

(a} is a Contractor Entity; or

(b) has any obligation or liability to the Contractor or any Contractor Entity
whatsoever, including any abligation or liability to contribute any share of
Petroleum Costs or other abligation ar liability arising out of or related to
Petroleum Operations, all of which are carried by the Contractor.

No default ar failure to perform of a Government Interest Holder under this Contract
may be considered a breach of this Contract by the Contractor or any Contractor Entity
ar invoked by the Government to terminate this Contract as to the Cantractor or any
Contractar Entity.

Subject to clause 4.4, a Government Interest Holder is not, if that is its only capacity
under this Contract, entitied to any notices under this Contract from the Contractor or
entitled to provide any consents, except, in each case as specifically provided otherwise,
but a Government Interest Holder has rights under clause 42,

Any term of this Contract may be waived or amended without prior notice and consent
of a Government Interest Holder, unless such waiver or amendment would change any
right or obligation of a Government Interest Holder.

441 Any waiver or amendment which purports to change any right or obligation of a
Government Interest Holder is only effective with priar notice to and the
consent of such Government Interest Holder.
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442 The consent of 3 Contractar Entity is not required for the Government to waive
or amend this clause &, uniess such waiver or amendment would materially
affect a right or interest of a Contractor Entity.

45 A Government Interest Holder is not an indispensable party for any Dispute between the
Parties, unless a determination of such Dispute would change ar impair the rights of a
Government interest Holder under this Contract.

ASSIGNMENT

46 The provisions of clause 39 do not apply with respect to any assignment by any holder of
a Government Interest of all or any part of its Government Interest,

4.7 An Assignee of a Government Interest Holder will have, in respect of the Government
Interest which has been Assigned, the same rights and obligations as the Assignor of
such Government Interest prior to the Assignment.

4.8 The Government may at any time designate a Public Company as a Government Interest
Holder without the consent of, or prior natice to, any other Party. A Public Company as
haolder of the Gavernment Interest will be indwidually Bable (and not jointly and
severally liable with the Cantractor) for any obligations to the Government under this
Contract.

481 The Gavernment shall provide the Contractor with a notice notifying the
Contractor of such designation of a Public Company by the Gavernment, and
the Contractor shall be entitled to rely on such notice for all purposes under
this Contract.

482 A Public Company will not be required to sign any formal assignment or
accession agreement except as required by the Gavernment.

483 Only for the purposes of clause 37 of the Kurdistan Region Oil and Gas Law,
whenever and to the extent the Government Interest is held by a Public
Company, the Government Interest will be deemed held by the Government.

484 As a consequence of any deemed ownership as set forth in clause 4.8.3, the
Gavernment:

(a) incurs no liabilities or obligations [directly, indirectly, ar implicitly] to
any other Party solely by virtue of such deemed holding; and

(b) does not guarantee, and must not be considered to have implicitly
guaranteed, any obligation of a Public Company as a Government
Interest Holder solely by virtue of such deemed holding.

4.9 Subject to clause 4,12, the Government may at any time Assign all or part of its
Government interest to a Person that is not a Public Company without the consent of
any other Party.

491 Such Assignee must sign an assignment agreement as reqguired by the
Government.
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492 The Gavernment will provide the Contractar with a notice of such assignment
by the Government, and the Contractar shall be entitled to rely an such notice
for all purposes under this Contract.

Subject to clause 4.12, a Public Company [as a Government Interest Holder) may Assign
part or all of its Government Interest to another Public Company, to the Government, or
any other Person without the consent of, or prior notice to, the Contractor or any
Contractor Entity, but shall nat make any such Assignment of all or any part of its
Gavernment Interest without the prior consent of the Government and in accordance
with any assignment and novation or ather agreements and conditions required and
approved by the Government.

4101 Any Assignment by a Public Company of all or part of its Government Interest
to another Public Company or any other Person withaut the prior consent of
the Government or in accardance with the requirements of the Government
will be void.

4.10.2  The Public Company shall pramptly notify the Contractor of any assignments of
the Government Interest held by such Public Company, and the Contractor will
be entitied to rely on such notice for all purposes under this Contract.

Subject to clause 4.12, a Government Interest Holder that is naot the Gavernment or a
Public Company may Assign part or all of its Government Interest to any other Person
without the consent of, or prior notice ta, the Contractor or any Cantractor Entity.

4111 Such Government Interest Holder shall not make any Assignments without the
prior natice to and consent of the Government and only in accordance with any
assignment and novation or other agreements and conditions required by the
Government.

4112 Any Assignment by a Government Interest Holder without the prior consent of
the Government and in accordance with the requirements of the Government
will be void.

4113  The Assignor and the Assignee shall jointly and promptly naotify the Cantractor
of any Assignments of the Government Interest pursuant to this clause 4.11,
and the Contractor will be entitled to rely on such notice for all purposes under
this Contract.

No provision of this Contract prohibits a Contractor Entity from at any time offering to
acquire or acquiring all or any part of the Government Interest from any Person that is a
Government Interest Holder.

4121 |f at any time a Government Interest Holder {including the Government and a
Public Company) intends to offer ta Assign all or part of its Gavernment
Interest to any Person that is not a Public Company or the Government, the
applicable holder of the Government Interest may notify the Contractor of the
availability of the Government Interest.

4122 No Cantractor Entity has or may have any preemption or similar priority rights
in respect of the Government Interest, and a Government Interest Molder is
never required by this Contract to sell and assign to a Contractar Entity.
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The Government reserves the right {but is not obligated to any Party with respect
thereto] either to cancel or terminate any Assignment of all or part of the Government
Interest to any Person, if the Government at any time determines that such Assignment
was cantrary to Applicable Law or public policy.

41351 Upon any exercise by the Government of its rights under this clause 4.13, the
Gavernment Interest will automatically revert to the Government.

4132 The Government’s rights under this clause 4.13 are exclusive to the
Government, are not subject to a claim from any Cantractor Entity, and clauses
41 and 42 do not apply with respect to this clause 4,13,

4153  The Government expressly reserves all sovereign immunities in respect of any
Dispute arising out of or relating to the exercise of its rights under this clause
4.13, and any Dispute with respect to this clause 4 between the Government
and any Gavernment Interest Holder may exclusively be resolved in accordance
with Kurdistan Region Laws before a competent autharity in the Kurdistan
Region located in Erbil.

CLAUSE 5 ~ OPERATOR; JOINT OPERATING AGREEMENT

OpreraTOR

5.1

5.2

53

54

The Cantractor designates Hess, and Hess agrees to act, as Operator an behalf of and in
the interest of the Contractor under this Contract.

1.1 The Cantractor authorises the Operatar to represent the Cantractor and to take
such actions as agent on behalf of Contractor and to exercise such rights,
privileges and powers and to comply with such obligations under this Contract
as are attributed or imposed to Cantractor by the terms of this Contract. in
such capacity, the Operator will, subject to the terms and conditions of this
Contract and to the extent agreed in the Joint Operating Agreement, have all of
the rights, privileges, powers, and responsibilities of the Contractor as set forth
in this Contract, including respansibility for the canduct of all Petroleum
Operations and other activities of Contractor as contemplated by this Contract.

The Government may deal with, and rely on, the Operatar for all purposes under this
Contract.

5.2.1 The abligations, liabilities, acts and omissions of the Operator are the
obligations, liabilities, acts and omissions of the Contractor.

5.2.2 The canduct of the Operator will be binding upon, and considered to
constitute, the conduct of the Contractor.

The Contractor shall at any time have the right to appoint another Contractor Entity as
the Operator, upon giving the Government not less than 30 days’ prior written notice of
such appointment.

The Contractor shall cause the Operator not to resign, and the Contractor shall not
remove an Operator until such time as a substitute Operator has been appointed by the
Contractor and notice therefor has been given to the Government.

24



55

5.6

5.7

Production Sharing Contract - Dinarta

Upon any change of Operator pursuant to clause 5.3, the replaced Operatar will be
released and discharged of all its rights and obligations as Operator hereunder, and the
replacement Operator will be considered to have assumed all such obligations, rights,
and privileges.

Without limiting the Government’s rights under clause 45, if either of the following
occurs and on not less than 30 days’ prior notice fram the Government, the Contractor
shall prapose and appoint a replacement Operator as soon as is reasanably practicable:

(a) an Act of Insolvency has accurred in respect of the Operator unless, within such
30-day notice period, the Contractor has established to the satisfaction of the
Government that the Act of Insolvency does nat apply and the Gavernment
cancels its notice; or

(b) the Contractor is not fulfilling its obligations under this Contract as a
consequence of the acts or omissions of the Operator.

If the Contractor, in accardance with clause 5.6, does not comply with the obligation to
propose another Operator within 30 days from the date when the Government gave
notice to the Cantractor, the Government will be entitled to exercise its rights under
clause 45 to terminate this Contract.

JOINY OPERATING AGREEMENT

5.9

5.10

A Contractor Entity shall not enter into any loint Operating Agreement, except if the
terms of such Joint Operating Agreement:

(a) have been approved by the Government;

(b) are in full compliance with Applicable Law as of the date of the approval by the
Gavernment;

(c) are consistent with the provisions of the Contract; and

(d) otherwise comply with the requirements of clauses 5.9 through 5.11.

A Joint Operating Agreement must provide for the termination and release of any and
all Encumbrances, pre-emption rights, trust arrangements, and all other types of claims
or rights impairing the transferability of the participating interest of a Contractor Entity
by the Government in the event of any termination of a Contractor Entity's participating
interest by the Government pursuant to this Contract.

A Joint Operating Agreement must provide that a Contractar Entity party to such Joint
Operating Agreement shall not make an Assignment:
(a} which would result in the Assignee holding less than a 5% participating interest;

(b) which would result in the Assignor, if the Assignor is Assigning less than 100%
of its interests, holding less than a 5% participating interest;

(c) without the consent of the Government in accardance with this Contract; and

(d) uniess the proposed Assignee has entered into an instrument satisfactory to
each of the Contractor Entities and the Government so as to assume and to
perform the obligations of the Assignor.
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5.11 The Contractor shall submit to the Government for approval any agreement to amend
any Joint Operating Agreement.
CLAUSE 6 -~ TERM
GENERAL
6.1 The term of this Contract comprises an Exploration Period and a Development Periad. In

respect of a Discovery of a Gas Field, the term of this Cantract may also comprise a Gas
Field Holding Period as provided in clause 14 (Natural Gas).

ExrLoRATION RENTAL

6.2

From the first day of the Exploration Period until expiry of the Exploration Period, the
Contractor shall pay to the Government an annual surface rental for the Contract Area
of US510.00 per square kilometre per Contract Year {“Exploration Rental”).

6.2.1 The Exploration Rental is due and payable in arrears an or before each
anniversary of the Effective Date and an the last day of the Exploration Period
or termination of this Contract {whichever is earlier}, and is subject to proration
in any Contract Year during which there has been a relinquishment or expiry of
the Exploration Period, based on actual number of days in such Contract Year.

6.2.2 Exploration Rental will not be Cost Recoverable.

ExrLonation PErioD

6.3

Suve-Penons

6.4

The Exploration Period is for a base term of five Cantract Years from the Effective Date
(the “Base Exploration Term™}.

6.5.1 The Base Exploration Term is extendable on a yearly basis in accordance with
clause 6.5 up to a maximum term of 7 Contract Years (the Base Exploration
Term as so extended, the “Extended Exploration Term”).

6.5.2 The Exploration Period is subject to further extension beyond the Extended
Exploration Term as provided in clauses 6.6 and 6.7.

6.5.3 The Exploration Period is subject to early termination as provided in this
Contract.

The Exploration Period consists of two sub-periods (each such sub-period, as it may be
extended, a "Sub-Period”), each of which is extendable pursuant to clauses 6.5 and 6.6,
provided the Exploration Period may not exceed the Extended Exploration Term except
as praovided in clauses 6.6 and 6.7:

(a} a first Sub-Period of three Contract Years from the Effective Date [“First Sub-
Period”); and
(b) a second Sub-Period of two Contract Years beginning from the first day of the

Second Sub-Period {*Second Sub-Period™).
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EXTENSIONS OF Sus-PERIODS

6.5

Subject to clauses 6.5.1, 6.5.2, 6.5.3, and 6.7, the Contractar will be entitled to
extensions, each of no more than one Contract Year, of the then current Sub-Period, if

the Contractor has notified the Government of a Discovery of Crude Oil or of a Gas Field

in such Sub-Period in accardance with cdauses 12.1 and 12.2 (Discavery Report;

Relinguishment}, but reasonably considers that additional wark is necessary before

deciding whether to:

(2}

(b)

6.5.1

6.5.3

submit a propased Appraisal Work Program and Budget in respect of such
Discavery in accardance with clause 12.4 (Appraisel Wark Pragrom and
Budget); or

in respect of a Discovery of Crude Oil, declare such Discovery to be a
Commercial Discavery.

The Base Exploration Term plus the extensions provided in accordance with this
clause 6.5 may not exceed the Extended Exploration Term.

To be entitled to exercise its right to an extension pursuant to this clause 6.5,
the Contractor must notify the Government at least 30 days before the end of
the applicable Sub-Period (as it may have been extended pursuant to this
clause 6.5) of its intention to exercise such right of extension, the proposed
duration of such extension, and the proposed Wark Plan and Budget for such
extension.

The Cantractor will not be entitied to an extension unless there is an Approved
Work Program and Budget with respect to such extension.

Subject to clause 6.7, if at the end of the Extended Explaration Term the Contractor

wishes to conduct additional Explaration Operations, the Contractor will be entitled to

an extension of the Exploration Period of ane year beyond the Extended Exploration

Term, provided:

(2}

(b)

6.6.1

the Contractor has notified the Government, at least 30 days prior to the end of
the applicable Sub-Period, of the Contractor's exercise of such entitlerment and
proposed Work Program and Budget with respect thereto;

the Contractor’s proposed Work Program and Budget for such extension is
acceptable to the Government; and

the Contractor is not in breach of any material obligation or duty under this
Cantract or Applicable Law.

Subject to clause 6.7, upon the expiration of an extension under this clause 6.6
and if the Contractor cansiders it has still not completed its evaluation of the
Contract Area, the Contractor will be entitled to a second extension of ane
Contract Year; provided:

(a} that the Contractor has notified the Government thereof at least 30
days before the last day of the first extension; and

(b) the Contractor’s proposed Work Program and Budget is acceptable to
the Government for such extensian.
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6.6.2 The Cantractor is not entitled to any single extension under this clause 6.6 of
more than one Contract Year, and the Cantractor is not entitled to more than
two extensions pursuant to this clause 6.6.
6.7 The Cantractor will not be entitled to any exteénsions under clauses 6.5, 6.6, or 6.6.1:

(a}

(b)

uniess the Government is satisfied that the Contractor has fulfilled its Approved
Work Program (including Minimum Exploration Obligations) in respect of the
preceding Sub-Period or extension, as applicable; or

if the Contractor is in material breach of any obligation or duty under this
Contract or Applicable Law.

EXPIRATION OF EXPLORATION PERIOD

6.8 The Exploration Period will expire at the end of the First Sub-Period [as it may be

extended pursuant to clauses 6.5 and 6.6), and this Contract will terminate, unless:

(a}

(b)

the Contractor has notified the Government at least 30 days before the expiry
of the First Sub-Period of the Contractor’s intention to enter into the Second
Sub-Period; ar

clause 6.5 is applicable.

6.9 The Exploration Period will expire at the ¢nd of the Second Sub-Period |as it may be

extended pursuant to clauses 6.5, 6.6, and 6.11.1).

6.10 The Contractor may terminate this Contract at any time during the Exploration Period

(as it may be extended pursuant to clauses 6.5, 6.6, and 6.7) upon 30 days’ prior notice

to the Government.

6.11 The Exploration Period will expire an the earlier of the first day of the [a] Gas Field

Holding Period and [b) Development Period.

6.11.1

6.11.2

GUARANTEED AMOUNT

Subject to clause 6.7, the Exploration Period will be automatically extended
during the pendency of the Government's consideration of a Gas Field Holding
Period Application in accordance with clause 14, if the Exploration Periad

would aotherwise expire during such consideration period.

If the Government denies a Gas Field Molding Period Application, the
Exploration Period will not be shortened, extended, or otherwise affected
solely because of such denial.

6.12  Subject to clause 10.5, if this Contract is terminated during the Exploration Period, and if

the Contractor has not completed the Minimum Explaration Obligations relating to the

then current Sub-Period, including additional minimum work obligations in respect of

any applicable extensions of the applicable Sub-Periad, then the Contractor shall pay to

the Government the applicable Guaranteed Amount [if any).
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Subject to extension as provided in clause 6.14, the Development Period for:

(a}

(b)

6.13.1

6.13.2

all Commercial Discoveries of Crude Oil is 20 years from the date of the first
declaration of a Commercial Discovery of Crude Oil by the Contractor pursuant
to clause 12.6(a); and

all Gas Fields is 20 years from the last day of the Gas Field Holding Period.

If the Contractor considers that a Discovery of Crude Qil is a Commerdal
Discavery, the Contractor will have the exclusive right to develop and produce
such Commercial Discovery of Crude Oil pursuant to the terms of this Contract.

If the Contractor agrees a Gas Export Plan or a Domestic Gas Plan with the
Government and there is an Approved Development Plan with respect thereto
as provided in clause 14 (Natural Gas), the Contractar will have the exclusive
right to develop and produce the Gas Fields subject to such Approved
Development Plan pursuant to the terms of this Contract.

If Commercial Production from a Production Area (whether an il Field or a Gas Field) is

still possible at the end of the Development Period, the Contractar will be entitied to an

automatic extension of the Development Period in respect of such Production Area.

6.14.1

6.14.2

The term of any such extension of the Development Period will be 5 Years.

To be eligible for an extension under this clause 6.14, the Contractor must
notify the Government of the Contractor’s intention to exercise its right to an
extension at least 180 days befare the end of the Development Period, and the
Contractor must not be in material breach of any obligation under this Contract
or Applicable Law.

TERMINATION OF PrODUCTION OPERATIONS

6.15

Upaon not less than 90 days” priar notice to the Government, the Contractor may

terminate Production Operations for any Production Area.

6.15.1

6.15.2

6.15.3

Upon such termination, the Production Area shall be considered relinquished
to the Government.

This Contract will terminate on the date when the Contractor notifies the
Government that Production Operations for all Production Areas are stopped,
will not be resumed, and the Contractor has relinquished all Production Areas.

Termination of Production Operatians will not relieve a Contractar Entity of any
liabilities or obligations under a gas sales and purchase agreement with the
Gavernment {or any Public Company or other Affiliate of the Government, or
otherwise, as designated by the Government] in respect of any Gas Export Plan
or Domestic Gas Plan, except as otherwise provided in the relevant
agreements.
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CLAUSE 7 ~ RELINQUISHMENT

MAanDATORY AND CONSIDERED RELINQUISHMENT

7.1

7.2

73

7.4

7.5

7.6

By no later than the last day of the Base Exploration Term (without any extensions), and
subject to clauses 7.7, 7.8, and 7.10, the Contractor shall relinguish 25% of the Contract
Area thatis then not (a} the subject of Appraisal, [b) a Gas Field subject to a Gas Field
Molding Periad, or [¢) a Production Area.

711 At the end of the first extension to the Base Explaration Term (if any) granted
pursuant to clause 6.5 or clause 6.6, the Cantractor shall refinquish 25% of the
remaining Contract Area that is then not: (a) the subject of Appraisal, |b) a Gas
Field subject to a Gas Field Holding Periad, or [c) a Production Area.

7.1.2 The Cantractor shall give the Government not less than 30 days’ priar notice of
the boundaries of the portion of the Contract Area to be relinquished.

As of the first day of the Development Period or a Gas Field Holding Period, whichever is
first to occur, all of the remaining area of the Contract Area will be considered to be
relinquished that is then not (a) a Gas Field subject to the Gas Field Holding Period, or
(b) & Production Area.

The Contractor shall relinquish a Discovery as provided in clause 12,3, and a Discovery
will be considered relinquished as provided in clause 12.4.5.

On not less than 30 days’ prior natice to the Contractor by the Government, the
Cantractor shall relinguish a Production Area if, in respect of such Production Area:

(a} for reasons other than Force Mojeure in accordance with clause 40 (Force
Majeure), the Contractor has ceased normal praduction of such Production
Area for more than 180 consecutive days; or

(b) if the Contractar has failed to resume Petroleum Operations in such Production
Area within 270 days' following the occurrence of an event entitling the
Contractor to claim Force Majeure in accordance with clause 40 {Force
Majeure).

If the Contractor has notified the Government of its intention to terminate Petroleum
Operations in a Production Area in accordance with clavse 6.15 (Termination of
Production Operaotions), the Contractor shall relinquish the Production Area effective as
of the date of the expiration of the 90-day notice period with respect thereto as
provided in clause 6.15.

To the extent not set farth in this clause 7, Gas Fields will be considered relinquished as
provided in clause 14 (Noturol Gos).

VOLUNTARY RELINQUISHMERT

7.7

During the Exploration Period, the Contractor may relinquish all or any part of the
Contract Area an not less than 90 days’ priar notice to the Government of its intention
to relingquish and the boundaries of the portion of the Contract Area to be relinguished.

171 The Gavernment shall credit any voluntary relinquishments during the:
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(a} First Sub-Period against the Contractor’s mandatory relinquishments
obligations under clause 7.1;

(b) the first extension of the First Sub-Period against the Contractor’s
mandatory relinquishments obligations under clause 7.1.1

During the Development Period, the Contractar may relinquish a Production Area for
Crude Oil as provided in clause 6.15 (Termination of Production Opeérations).

During & Gas Field Molding Period, the Contractor may relinguish the Gas Field on not
less than 90 days' prior notice to the Gavernment. The relinquishment will be effective
as of the last day of such 90-day notice period.

GENERAL QUALIFICATIONS

7.10

7.11

CLean-up

7.12

Far the application of clause 7.1:

(a}) except as provided in clause 7.11, the Contractor is entitled to determine the
area, shape, and location of the Contract Area to be kept; and

(b) the Contractor is entitled to retain for 24 months that part of the Contract Area
which cantains a Discovery and which, in the opinion of Contractar, may,
together with any other Discovery within the Contract Area, constitute a
Commaercial Discovery of Crude Oil.

For the application of clauses 7.1, 7.7, and 7.8, the relinguished partions of the Contract
Area must be contiguous and be of a shape and size of which will readily permit
delineation.

Prior to relinquishment of any area, the Contractor shall, in accordance with Best
Practices, Applicable Law, and the EMS Standards:

(a} perform all necessary clean-up activities to restore such area as nearly as
possible to the condition in which it existed on the Effective Date, including
removal of such Assets and Materials, facilities, or installation as the
Government may reasonably instruct;

(b) safely cap all Wells and, unless otherwise instructed by the Government, and
contingent upon safety and additional cost considerations, ensure that any
Well technically capable of praduction is left in a caondition that it may be re-
entered for further testing or completion; and

(c) take all actions to prevent hazards to the natural environment, human life, or
property.

EFFecT OF RELUNQUISHMENT

7.13

This Contract will terminate:

(a) upan the relinquishment (whether mandatory, cansidered ar voluntary) of
the entire Contract Area; and

(b) with respect to all relinquished areas immediately upan relinguishment,
and the Contractar shall have no further rights with respect to such areas.
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No relinquishment by the Contractor will relieve the Contractor fram any liabilities
arising from or related to the relinquished Contract Area or of any continuing
obligations of the Contractor under this Contract. A relinquishment that constitutes
a termination of this Contract will be governed by clause 45.14.

If the Contractor relinquishes the entire Contract Area during the Exploration Period
without having fulfilled its Minimum Exploration Obligations with respect to the
then current Sub-Period, the Contractor shall promptly pay to the Government the
applicable Guaranteed Amount {if any], subject to clause 10.5.

Upan any relinquishment of any Gas Field when the Contractor retains rights under
this Contract to conduct Exgloration Operations or Production Operations, the
Gavernment and any contractors of the Government and their representatives and
subcontractors will have the absolute right to move freely within the Contract Area,
provided no such Person causes any unreasanable interference in ongoing
Exploration Operations or Production Operations of the Contractor.

CLAUSE 8 -« MANAGEMENT COMMITTEE

ESTABLISHMENT

81

8.2

83

FUNCTIONS

g4

Within 30 days following the Effective Date, the Contractor and the Gavernment shall:

(a} establish a Management Committee for the purpose of providing arderly
direction of all matters pertaining to the Petroleum Operations and Waork
Programs; and

(b) by naotice to the other, each nominate its respective members of the
Management Committee and their alternates.

The Management Committee shall comprise two members designated by the
Government and two members designated by the Contractor.

£.2.1 A Gavernment Interest Holder {salely in respect of such capacity) is not entitled
to representation on the Management Committee.

Upan 10 days’ prior notice to the other, @ach of the Government and the Contractor

may replace any of its members of the Management Committee.

.31 Decisions of the Management Committee are ta be made at the meetings.

The Management Committee shall review, deliberate, decide, approve, and give advice,
suggestions and recommendations to the Parties regarding the following subject

matters:

(a} Work Programs and Budgets;

(b) the Contractor’s activity reports;

(c) praduction levels proposed by the Cantractor;

(d) Accounts of Petroleum Costs;

(e) pracurement procedures for potential Subcantractors;
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(f) Development Plan and Budget for each Production Area;

(g) any matter having a material adverse affect an Petroleum Operations; and

(h) any other subject matter that the Contractor and the Government are willing to
consider.

ReGuLAx MEETINGS; VENUE

Unless otherwise agreed by the Management Committee, all meetings of the
Management Committee will take place in the Kurdistan Region, alternately at the
offices of the Government and those of the Cantractor, at least {a) twice each Contract
Year prior to the date of the first Commercial Discovery and (b} three times each
Contract Year thereafter.

Extraorpinany MEETINGS

Either the Government or the Contractor may call an extraordinary meeting of the
Management Committee to discuss important issues or developments related to
Petroleum Operations where:

(a} the meeting of the Management Committee will have 3 guorum in accordance
with clauses 8.11 through 8.13, but not all members of the Management
Committee are present, subject to reasonable notice {in any event not less than
10 days); or

(b) all members of the Management Committee will be present at the meeting,
without natice.

£8.6.1 The Party calling an extraordinary meeting shall specify the matters to be
discussed at the meeting.

AcTion By Memaens wiTHOUT MEETING

8.7

Any action required or permitted to be taken at a meeting of the Management
Committee may be taken without a meeting if the action is evidenced by the written
consent of the members of the Management Committee approving such action and
delivered to the Contractor.

AGENDA; MINUTES

The Cantractor shall (a) prepare the agendas far meetings of the Management
Committee in accordance with instructions of the Chairman and (b] provide such
agendas to the Government and the members at least 15 days before the date of the
meeting.

£.6.1 Each agenda must include any subject matter proposed by either the
Government ar the Contractor.

5.6.2 The Contractor shall be responsible for preparing and keeping minutes of the
decisions made at the meetings.

6.8.3 The Cantractor shall send a copy of such minutes to the Government and the
members for review and approval. The Government and the Contractor shall
review and approve or disapprave such minutes within 10 days after receipt of
the draft minutes.
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B84 Unless either the Government or the Contractor notifies the other of its
disapproval of the minutes within such 10-day period, the minutes will be
considered approved by the Government and the Contractor at the end of such
10-day period.

The chairman of the Management Committee shall be one of the members designated
by the Government {the "Chairman®).

£9.1 The vice-chairman of the Management Committee shall be one of the members
designated by the Contractor (the “Vice-Chairman™).

£.9.2 In the absence of the Chairman or his alternate, the Vice-Chairman shall act as
the Chairman.

Each of the Contractor and the Gavernment may send advisers and experts to meetings
of the Management Committee.

8.10.1  Unless the Government agrees otherwise, the costs of the Contractor's advisors
and experts incurred in attending meetings of the Management Committee will
not be Cost Recoverable.

The Management Committee cannot validly deliberate, unless each of the Government
and the Contractor is represented by at least one of its members or its alternate.

If at least one member or its alternate representing each of the Government and the
Contractor is not present, the Management Committee must be adjourned.

If the meeting is adjourned pursuant to clause 8.12, the Party present at the adjourned
meeting shall then notify the other Party of a new date, time, and location for the next
meeting.

Each of the Government and the Contractor will have one vote in the Management
Cammittee. The two members appointed by the Gavernment, and the two members
appainted by the Contractor, are required ta vote as a single block. A vote cannot be
fractionalised.

An abstaining vote will be considered as a vote in support of the motion by the voting
member.

Unanimous approval of the Management Committes is required for all matters, except
as set forth in clauses 8.18 and 8.19.

If the Management Committee cannot reach unanimaous agreement on a matter, the
Management Committee shall meet a second time within 14 days to attempt to reach a
unanimous decision.
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Except as provided in clause 8.19, if the Management Committee is unable to reach a
unanimous agreement at the second meeting, the vote of the Government shall be
considered the tie-breaking vote.

The Contractor shall have the tie-breaking vote during the Exploration Period in respect
of approval of the Explaration Waork Program and Budget.

SuscommITTEES

8.20

The Management Committee may request the creation of a technical sub-committee or
any other sub-committee to assist it.

£.201  Any such sub-committee shall be composed of a reasonable number of experts

from the Government and the Contractor.

8.20.2  After each meeting, the technical sub-committee or any other sub-committee

shall deliver a written report to the Management Committee.

£.20.3  Any costs incurred by the Contractor for meetings of the Management
Committee and in respect of technical sub-committees or any other sub-
committees will be Cost Recoverable.

CLAUSE 9 -~ GUARANTEES

FIRsY Sus-PeroD OSLIGATIONS

9.1

Concurrently with the signing of this Contract, the Contractor shall cause to be delivered
to the Government a joint and several payment guarantee of the ultimate parent
companies of each of the Contractor Entities.

9.1.1 Such guarantee must be {a] in form and content acceptable to the Gavernment
and {b} in respect of the Contractor’s obligation to pay the Capacity Building
Payment and the Contractor’s payment obligation pursuant to clause 10.5.3
(such obligations of the Caontractor, the “First Sub-Period Guaranteed
Amounts”} in respect of the First Sub-Period.

Seconp Sus-Perion

9.2

Not later than 60 days after the first day of the Second Sub-Period, the Contractor shall
provide the Government, unless the Government waives this clause 9.2 pursuant to
notice received by each Cantractor Entity within 30 days following start of the Secand
Sub-Period, with a joint and several guarantee of the ultimate parent companies of each
Contractor Entity, substantially in the form of Annex C and otherwise acceptable to the
Government, with respect to the Contractor’s payment obligations pursuant to clause
10.5.4 {such aobligation of the Contractor, the “Second Sub-Period Guaranteed
Amount”}.

9.2.1 If a Contractor Entity does not have an ultimate parent company, the
Government the Contractor Entity shall cause a controlling beneficial
shareholder or other Person with sufficient credit gquality in the opinion of the
Government and otherwise acceptable to the Government to be a party to

such Guarantee.
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9.2.2 If the Government does not receive such guarantee within 30 days following
start of the Second Sub-Period as provided in this clause 9.2, the Government
may notify the Contractor to suspend all operations in the Contract Area until
the requirements of this clause 9.2 have been satisfied.

Gas Pean GUARANTEES

9.3 Each Contractor Entity shall deliver such guarantees or other form of credit as are
required in respect of any gas sales and purchase agreement entered into among the
Parties for the sale of Natural Gas to the Government or any other Person.

ACCESSION

9.4 In the event of an Assignment by a Contractor Entity to a third party in accordance with
clause 39, an ultimate parent company of such Assignee acceptable to the Gavernment
must accede to the applicable guarantee, effective as of the effective date of the
Assignment, as a condition precedent to the approval of the Assignment by the

Government.

CLAUSE 10 = MINIMUM EXPLORATION WORK OBLIGATIONS

COMMENCEMENT

10.1  The Contractor shall start Exploration Operations within 30 days of the Management
Cammittee’s approval of the Exploration Work Program and Budget in accordance with

clause 8.

Minsum ExpLORATION OBUGATIONS

10.2  The Contractor shall perform geological, geophysical and drilling works as provided
under clavses 10.3(First Sub-Period) and 10.4 (Second Sub-Period) {such warks, the
“Minimum Exploration Obligations”|.

Finst Sus-Perop

10.3  Subject to clause 10.5 {Qualifications), during the First Sub-Period the Contractor shall:

(a} carry out geological and geophysical studies, comprising:
{1] the compilation aof a technical database;
{2) the performance of a remote sensing study; and
{3) a field visit to verify initial geological and geophysical work and remote

sensing results and plan for two dimensional seismic acquisition; and

(b) perform field work comprising structural, stratigraphic and lithologic mapping
and sampling;

(c) acquire, process and interpret 500 line kilometres of two dimensional seismic
data, or a three dimensional seismic data program by agreement between the
Parties, committing for this purpose a minimum financial amount consistent
with Best Practices and commensurate with market conditions in the Kurdistan
Region for seismic services; and
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drill one Exploration Well (the “First Exploration Well™), including testing and
coring as appropriate, and commit for this purpose a minimum financial
amount of US540,000,000.

If the Contractar has notified the Government that the Caontractor will enter into the

Second Sub-Period in accordance with clause 6.8 (Expiration of Explorotion Period],

then, subject to clause 10.5 {Qualifications), during the Second Sub-Period the

Cantractor shall:

(a}

(b)

QUALIFICATIONS

10.5

acquire, process and interpret further seismic data |being either two
dimensional or three dimensional), if the Contractor considers that the results
fram the First Exploration Well justify the acquisition of further seismic data;
and

drill one Explaration Well (the “Second Exploration Well™}, including testing
and coring as appropriate, and commit for this purpose a minimum financial
amount of USS 40,000,000, unless the Data from the First Exploration Well
demonstrates that there is no reasanable technical case for drilling the Second
Exploration Wellin the Contract Area.

In respect of the Minimum Exploration Obligations under clauses 10.3 and 10.4, this

clause 10.5 applies.

1051

10.5.2

10.5.3

10.5.4

The Contractor shall satisfy the Minimum Exploration Obligations for a Sub-
Period, even if satisfaction will require the Contractor to spend more than the
Minimum Financial Commitment for such Sub-Period.

If the Contractor has satisfied its Minimum Exploration Obligations for a Sub-
Period without having spent the total Minimum Financial Commitment for such
Sub-Period, the Contractor will be considered to have satisfied its Minimum
Exploration Obligations for such Sub-Period.

If this Contract is terminated during the First Sub-Period, and if the Contractar
has expended less than USS40,000,000 as required by clause 10.3{d}, and if
clause 10.5.2 or clause 10.5.6 is not applicable, then the Contractor shall pay
the Government an amount eqgual to the difference between (x} USS40,000,000
and {y) the amount actually expended in accordance with the Approved Work
Plan and Budget in respect of the Minimum Work Obligations for the First Sub-
Period. The Contractor shall make such payment an the Termination Date, and
the Contractor’s obligation to make such payment will survive termination of
this Contract.

If this Contract is terminated during the Second Sub-Period, and if the
Contractor has expended less than USS40,000,000 as required by clause
10.4(b), and if clause 10.5.2, clause 10.5.6, ar 10.5.8 is not applicable, then the
Contractor shall pay the Government an amount equal to the difference
between (x) US540,000,000 and (y) the amount actually expended in
accordance with the Approved Work Plan and Budget in respect of the
Minimum Work Obligations for the Second Sub-Period. The Contractor shall

37



1055

1056

10.5.7

1058

Production Shoring Contract - Dinarta

make such payment on the Termination Date, and the Contractor’s abligation
ta make such payment will survive termination of this Contract.

The Cantractor shall drill each Explaration Well to the depth set forth in the
Approved Exploration Waork Program, unless:

(a} formation is encountered at a lesser depth than ariginally anticipated;

(b) basement is encountered at a lesser depth than originally anticipated;

(c) in the Contractar’s reasonable opinion, continued drilling of the
Exploration Wellis too hazardous because of abnormal or unforeseen
conditions;

(d) it is impractical to continue drilling with the Contractor’s Assets,

because insurmountable technical problems have been encountered;

(e) Petroleum formations have been encountered, penetration of which
will require laying protective casing as a consequence of which the
Exploration Well cannot be drilled to the depth reguired by the
Approved Exploration Wark Program;

(f) the Government and the Contractor agree to terminate the drilling
operation; or

(g) the Government canfirms that the drilling obligation has been fulfilled.

If the Contractor stops drilling for any of the reasons set forth in clause 10.5.5:

(a} the Exploration Well will be considered to have been drilled to the
depth reguired by the Approved Exploration Work Program; and

(b) the Minimum Exploration Obligations in respect of the Exploration
Well will be considered to have been satisfied.

Any geological or geaphysical work carried out or any seismic data acquired,
praocessed or interpreted or any Exploration Well drilled or any other work
performed in excess of the Minimum Exploration Obligations and any amounts
spent in excess of the total Minimum Financial Commitment in any given Sub-
Period, shall be carried forward to the next Sub-Period or any extension period
and shall be taken into account to satisfy the Minimum Explaration Obligations
and the total Minimum Financial Commitment for such subsequent Sub-Period
or extension period.

The Minimum Exploration Obligations performed in the First Sub-Period will
satisfy the same Minimum Explaration Obligations for the Second Sub-Period:

(a} to the extent, in the First Sub-Period, the Contractar has performed
the Minimum Exploration Obligations required for the Second Sub-
Period; and

(b) if the Contractar has notified the Government that the Caontractor will

enter into the Second Sub-Period in accordance with clause 6.8
(Expiration of Exploration Period).
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CLAUSE 11 - EXPLORATION WORK PROGRAMS

GENERAL

11.1

11.2

11.3

Derans

11.4

Within 90 days following the Effective Date, the Contractor shall prepare and submit to
the Management Committee a proposed work program and budget in respect of
Exploration Operatians (the “"Exploration Work Program and Budget”} for the
remainder of the Calendar Year.

Thereafter, no later than 1 October in each Calendar Year, the Contractor shall submit a
proposed Exploration Work Program and Budget to the Management Committee for the
following Calendar Year.

The Contractor shall not conduct any Exploration Operations unless there is an
Approved Exploration Wark Program and Budget.

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

(a} work to be undertaken;
(b) materials, goods and equipment to be acquired;
(c) cost estimates of services to be provided, including services by third parties

(including Affiliates of a Contracter Entity]; and

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

ArPROVAL BY MANAGEMENT COMMITTEE

11.5

11.6

The Management Committee shall meet within 60 days following its receipt of
Contractor’s proposed Exploration Work Program and Budget, and either approve,
approve with conditions, or reject the proposed Exploration Work Program and Budget.

Within such 60-day period, the Government may notify the Contractor of any
modification to the proposed Exploration Work Program and Budget requested by the
Goavernment, and the Contractar shall promptly notify the Government of the
Contractor’s comments to the Gavernment's regquests.

11.6.1 If there is a deadlock in respect of the approval of a proposed Explaratian Waork
Program and Budget, then clause 8.19 will apply.

CLAUSE 12 < DISCOVERY; APPRAISAL; DEVELOPMENT

Discovery REFPORT; RELINQUISHMENT

12.1

12.2

The Contractor shall notify the Government of & Discovery within 48 hours of
completing tests confirming the presumed existence of the Discovery.

Within 30 days following notification of the Discovery to the Government pursuant to
clause 12.1, the Contractor shall deliver a comprehensive repart [the *Discovery
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Report”| to the Management Committee and the Government. The Discovery Repart
must detail all technical Data then available to the Contractor together with:

(a}) the Contractor’s opinion on the commercial potential of the Discovery, and

(b) a statement as to whether the Contractor (1) intends to conduct Appraisal
Operations with respect ta such Discovery, (2) will request an extension
pursuant to clause 6, ar (3) both of the faregoing.

1221 The Cantractor shall promptly provide such other information relating to the
Discovery as the Government reasonably requests,

If the Contractor notifies the Government in the Discovery Report that the Contractor
does not intend to conduct Appraisal Operations, the Contractor shall send a notice of
relinquishment to the Government within not more than 30 days following the date of
the Discovery Report.

1254 In such notice of relinquishment, the Contractar must provide 30 days’ notice
to the Government of the relinguishment of an area containing, at a minimum,
the geological structure or feature in which the Discovery was made.

12.5.2 Such relinguishment will be effective as of the last day of such 30-day notice
period and will be credited to the Contractor’s mandatory relinquishment
obligations under clause 7.1.

12.3.3 If the Contractor fails to deliver a natice of relinguishment as provided in this
clause 12.3, an area containing, at a minimum, the geological structure or
feature in which the Discovery was made will be considered relinquished as of
the 90" day following the date of the Discovery Report.

ArrnaisaL Wonk Proaram axp Buoatr

124

If the Contractor has stated an intention in the Discovery Repart to conduct Appraisal
Operations, within 60 days following the date of the Discovery Report the Cantractor
shall submit to both the Management Committee and the Government the Contractor’s
proposed Work Program for Appraisal of the Discovery [the *Appraisal Work Program™)
and proposed Budget with respect to such proposed Appraisal Work Program.

1241 The Contractor shall include in such proposed Appraisal Work Program:

(a) the area to be Appraised {the "Appraisal Area”), the surface of which
may not exceed twice the surface of the geological structure or
praspect to be appraised; and

(b) the date the Contractor will start Appraisal Operations and the date
the Contractor expects ta camplete Appraisal Operations.

1242  The Management Committee and the Government must complete their
respective review of the proposed Appraisal Work Program and Budget within
30 days of its receipt by the Management Committee and the Government.

1245 If the Government reguires any modification to the proposed Appraisal Wark
Program and Budget, the Management Committee shall meet to discuss the
proposed Appraisal Work Program and Budget and the required modifications
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thereto within 60 days from its receipt of the Government's required
modifications.

1244 |fthe Management Committee does not receive a proposed Work Program and
Budget for Appraisal Operations within 60 days after the date of the Discovery
Repart, at any time thereafter the Government may send a notice to the
Contractor setting forth that the Discovery will be considered as relinquished as
of the date <et forth in such notice {which may not be less than 30 days), unless
the Management Committee has received a proposed Work Program and
Budget for Appraisal Operations.

1245  |fthe Management Committee has not received such proposed Wark Program
Budget for Appraisal Operations within the periad set forth in the notice fram
the Government to the Contractor as set forth in clause 12.4 4, the Discovery
will be considered relinquished as of the last day of the notice period (subject
to clause 40 |Force Majeure]).

ArrRAiISAL REFPORT AND DECLARATIONS

12.5

12.6

12.7

12.8

The Contractor shall submit an Appraisal Report to the Management Committee within
90 days following completion of the Approved Appraisal Work Program.

Together with its Appraisal Report, in respect of each Discovery the Contractor shall
submit a declaration to the Management Committee specifying that the Contractar has
concluded one of the following:

(a) the Discovery is a Commercial Discovery of Crude Oil;

(b) the Discovery is not a Commercial Discovery of Crude Oil or a Discovery of a
Gas Field;

(c) the Discovery is a Discovery of Crude Qil that may become a Commercial

Discovery of Crude Oil, subject to additional Exploration or Appraisal within or
outside of the Appraisal Area;

(d) the Discovery is a Gas Field and stating that the Contractor either intends to (1)
submit a Gas Field Malding Period Application in accordance with clause 14.8
(Gas Field Holding Period Application], or {2) the Contractoer is relinquishing the
Gas Field.

If, with respect to a Discovery the declarstion of the Contractor pursuant to clause 12.6
is that:

(a} the Discovery is not a Commercial Discovery of Crude Oil or a Discovery of a
Gas Field, then clause 7.3 will apply; or

(b) the Discavery is a Discovery of a Gas Field, and the Contractor intends to
submit s Gas Field Holding Period Application in accordance with clause 14
[Notural Gas), then clause 14 will apply.

If, with respect to a Discavery the declaration of the Cantractar pursuant to clause 12.6
is that the Discovery is a Commercial Discovery of Crude Oil or that the Discovery may
became a Commercial Discavery of Crude Oil subject to additional Explaration or
Appraisal within or outside of the Appraisal Area, then the Government shall examine
the Appraisal Report and any studies, conclusions, and other Data that it may obtain

41



Production Sharing Contract - Dinarta

within a reasonable period of time, taking into account the declaration submitted by the
Contractor in accordance with clause 12.6.

12861 The Management Committee and the Government may each obtain apinions,
reports and studies, including a feasibility study, from independent third
parties.

12.6.2 If, in the view of each of the Management Committee and the Government, the
results of the Appraisal Repaort, studies ar independent third party apinions
confirm that the Discovery is a Commercial Discovery of Crude Qil, then, unless
the Contractor has terminated the Contract or exercised its rights to
relinquishment, the Management Committee shall either:

(a} in the case of a Commercial Discovery, declare a Commercial Discovery
of Crude Qil and instruct the Contractor to submit a proposed
Development Plan in accordance with clause 12.9; or

(b) subject to clavse 34 {Unitisation), in the case of Discovery that may
become a Commaercial Discovery subject to additional Exploration or
Appraisal within or outside of the Appraisal Area, instruct the
Contractor to submit its proposed Appraisal Work Program and Budget
to the Management Committee within 30 days.

DeVELOPMENT Pran — Chune OiL

12.8

12.10

12.11

If the Management Committee has declared a Commercial Discovery of Crude Oil
pursuant to clause 12.8, the Contractor shall submit a proposed Development Plan for
Crude Qil to the Management Committee and the Government within 180 days
following the date of the Appraisal Repaort submitted pursuant to clause 12.5.

The Gavernment shall endeavour to complete its review of the Contractor's proposed
Development Plan within 60 days after receipt of such plan by the Government.

12101  The Development Period for each Commaercial Discovery within a Development
Plan will be extended far the number of days in excess of such 60-day period
that it takes for the Government to approve the Development Plan.

If the Government reguests any modifications to the Develapment Plan, and if the
Contractor notifies the Government of any objections or has other concerns with any
such requested madifications, then the Government and the Contractar shall meet as
soon as practical to attempt to reach agreement on a Development Plan.

12111 The Contractor and the Government shall endeavour to have such meeting in
all events within 60 days of receipt by the Contractor of the Government's
written notification of requested moaodifications accompanied by all the
documents justifying such request.

12112 |f the Contractor and the Government are able to agree on changes proposed
by the Government ar any other modifications, and there are no further
requested changes on the part of the Gavernment, the Contractar shall
formally submit the agreed Development Plan to the Management Committee,
and the Management Committee shall promptly approve the Development
Plan.
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If the Contractor does not deliver a Development Plan in accordance with clause 12.9,
the Government may send the Contractor a warning notice that the Contractorisin
breach of clause 12.9 and that failure to comply within 30 days from the date of such
notice can result in relinguishment of an area containing, at a minimum, the geological
structure or feature in which the Discovery was made.

12121 |f the Contractar does naot deliver a Development Plan in accordance with
clause 12,12, the Government may send the Contractor a notice that the
Contractor is in breach of clause 12.9 and that failure to comply within 15 days
from the date of such notice will result in relinquishment of an area containing,
at a minimum, the geological structure or feature in which the Discovery was
made.

12.12.2  |f the Contractor does not deliver a Development Plan in accordance with
clause 12.12.1, an area containing, at a minimum, the geological structure or
feature in which the Discovery was made will be considered relinquished as of
the 15" day following the date of the notice sent in accordance with clause
12.12.1.

CLAUSE 13 <« DEVELOPMENT WORK PROGRAM

GENERAL

13.1

The Cantractar shall perform Development Operations in accordance with a
Development Plan approved by the Government and the Management Committee and
an Approved Development Wark Program and Budget.

15.11 This clause 13 applies to Gas Fields and 0il Fields.

DevELOPMENT WoRk PrOGRAM AND Bunaty

13.2

Within 90 days following approval of a Development Plan by the Management
Committee and the Government, the Contractor shall prepare and submit to the
Government and to the Management Committee a proposed Waork Program and Budget
for Development Operations [the “Development Work Program and Budget”) to be
carried out in the Production Area for the expected duration of the Development
Operations.

13.21 No later than 1 October in each following Calendar Year, the Contractor shall
submit to the Management Committee updates in respect of its Development
Work Program and Budget.

15.2.2  Each Development Wark Program and Budget shall include details of the

following:

(a) works to be carried out;

(b) Assets and Materials to be acguired;

(c) service providers and services to be praovided by third parties and

Affiliates of a Contractor Entity;

(d) in the case of no productian, the estimated start date for production;
and
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(e) expected Petroleum Costs.

If the Government considers that modifications must be made to the Development
Work Program and Budget:

(a) the Contractor shall communicate its comments on any such requested

modifications to the Government as promptly as reasonable; and

(b) the Management Committee shall meet to discuss the Development Work
Program and Budget and the Government’s proposed modifications thereto
within 60 days from its receipt of the proposed Development Work Program
and Budget.

Prooucrion Wonrk PROGRAM AND BUDGET

PER

135

No later than 1 October of the Calendar Year preceding the estimated start date for
production as set forth in an Approved Development Plan, and thereafter no later than 1
October in each Calendar Year, the Contractor shall prepare and submit ta the
Management Committee a proposed Work Program for Production Operations [the
“Production Work Program and Budget”| for the following Calendar Year.

1341 To enable the Management Committes and the Government to forecast
Petroleum Costs, the Contractor shall include details of the following in the
proposed Praduction Work Program and associated Budget:

(a) works to be carried out;
(b) Assets and Materials to be acquired;
(c) type of services to be provided, distinguishing between third parties

and Affiliates of Contractor Entities; and

(d) all expected Petroleum Costs.,

If any maodification to a proposed Production Work Program and Budget ar Approved
Production Work Program and Budget is requested by the Government, the
Management Committee shall meet to discuss the Production Work Program and
Budget and proposed madifications thereto, The Contractor shall communicate its
comments on any such requested modifications ta the Government priar ta such
meeting.

ProoucTion RENTAL

136

From the first day of First Production from any Praduction Area (whether in respect of
an Oil Field or a Gas Field) in the Contract Area, the Cantractor shall pay to the
Government, in arrears, an annual surface rental (“Production Rental”|] for the Contract
Area, of USS100.00 per square kilometre per Contract Year. The Contractor shall pay the
Production Rental on the first day of the first Month following First Production and
continuing thereafter on each anniversary thereof. Production Rental payments will not
be Cost Recoverable.
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CLAUSE 14 - NATURAL GAS

DeFINITIONS

141

GENERAL

142

As used in this Contract:

“Approved Domestic Gas Marketing Work Program and Budget” is a Work Program for
Domestic Gas Marketing Operations and associated Budget that has been approved by
the Management Committee and the Government.

“Approved Gas Field Appraisal Work Plan and Budget” means an Approved Work Plan
and Budget for the Appraisal of a Gas Field.

“Domestic Gas Marketing Operations” means Gas Marketing Operations salely in
respect of the Domestic Market for Natural Gas, in all events carried out pursuant to and
in accordance with an Approved Domestic Gas Marketing Work Program and Budget.

“Domestic Gas Plan” means a plan for the sale or other dispaosition of Natural Gas to the
Domestic Market.

“Domestic Market” means sales or other gas projects within the Region where the
entirety of the Natural Gas is intended for consumption within Iraq.

“Export Gas Marketing Operations” means all Gas Marketing Operations in respect of
an Export Market for Natural Gas.

“Export Market” means sales of Natural Gas, including for transportation outside of the
baorders of Iraq, whether the deliveries or point of sale occur inside or outside the
borders of Iraq where the ultimate destination of the volumes sold is outside of Irag. A
sale to the Government {whether directly or indirectly through a Public Company ar
other Affiliate of the Government designated by the Government) meeting the
foregoing criteria will be within this definition.

“Gas Export Plan™ means a plan for the sale or ather disposition of Natural Gas to an
Expart Market, including a sale of Natural Gas to the Government, a Public Company ar
otherwise, in accordance with a gas sales and purchase agreement with the Contractor

Entities, as proposed by the Government.

“Gas Marketing Operations™ means any activity relating to the evaluation of markets or
projects for the potential delivery, sale, processing, compression, and transpartation of
Natural Gas, including evaluations of potential markets and projects, the quantities of
Natural Gas that could be sold, delivery specifications and requirements, praduction
costs, transpartation arrangements, and all ather activities generally relevant to the
identification of a sale or other disposition of Gas from the Cantract Area, and includes
such activities as they may relate to Gas from other Natural Gas producers in the Region.
“"Gas Marketing Operations” does not include the actual entry inte any contract or
contracts for the sale, dedication, designation, commitment, or other disposal of Gas
fram the Contract Area.

This clause 14 applies to (a) Gas {including Associated Gas) from the Contract Area and
(b} all Gas Fields.
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If technically and econamically justified, and subject to clause 14.6, the Contractor may
freely use Gas that is produced from the Contract Area for Petroleum Operations in
accardance with an Approved Work Plan and Budget.

If technically and economically justified, the Contractor shall, in priority, use Associated
Gas from an Oil Field in an Qil Field for the purpose of enhancing recovery of Crude QOilin
accaordance with Best Practices.

The Contractor Entities each acknowledge that it is in their interest to sell, dedicate,
designate, commit, or otherwise dispose of their respective entitlements to Gas
produced from the Contract Area on a jointly dedicated basis together with the
Government.

1451  Notwithstanding the lifting entitiements of a Contractor Entity under this
Contract, a Contractor Entity shall not [and is not authorised to] sell, dedicate,
designate, commit, or otherwise dispose or ship its entitlement to Gas, except
on a jointly-dedicated basis together with the Government.

14.5.2 A Contractor Entity shall not [and is not authorised to) to sell, dedicate,
designate, commit, or or otherwise dispose of or ship the Government's or
Government Interest Holder's entitlement to Gas.

1453  Neither the Government, nor & Government Interest Holder has any right to
sell, dedicate, designate, commit, or or otherwise dispose of or ship a
Contractor Entity’s entitlement to Gas, except, in the case of Assaciated Gas, as
pravided in clause 14,37,

1454  The Government controls and determines the interests of each Government
Interest Holder in respect of the sale, dedication, designation, commitment, or
other disposal or shipment of Gas. A Government Interest Holder shall not
commit, or otherwise dispase or ship its entitlement to Gas (and no
Government Interest Holder is authorised to sell, dedicate, designate, commit,
or otherwise dispose of ar ship its entitiement to Gas), except on a jointly-
dedicated basis together with the Government.

1455 No Contractor Entity is obligated to sell, dedicate, designate, commit, or
otherwise dispose of ar ship its entitiement to:

(a} Non-Associated Gas to the Government or any other Persan, except
on such terms as are acceptable to the Cantractor Entity; or

(b) Associated Gas to the Government or any other Persan, except as
pravided in clause 14.37.

1456 The Government will not sell, dedicate, designate, commit, or otherwise
dispose of or ship its entitlement to Gas (including, in respect of the
Government, pursuant to clause 32.11), except aon a jointly-dedicated basis
together with the Contractor Entities.

1457 The Government may at any time by notice to the Contractor designate a Gas
Field or Gas Fields as exclusively dedicated and reserved for the Domestic
Market or the Export Market.
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1458  Nothing in this Contract prohibits the Government from inviting the Contractor
Entities to participate in any Person organised to undertake all or any part of a
Gas Expart Plan or Domestic Gas Plan,

FLanine
14.6 Flaring of Natural Gas is prohibited, except:
(a) in accordance with an Approved Work Program and applicable Permits; or

(b) in an emergency.

14.7 The Contractor shall submit any request for a Permit for flaring to the Government.
1421 The Cantractor must include in such request for a Permit:

(a} an evaluation of reasonable alternatives to flaring that have been
considered by the Contractor together with information on the
expected amount and quality of Natural Gas to be flared and the
proposed duration of the requested flaring; and

(b) its consideration and plans for taking all commercially reasonable
measures to ensure the extraction of natural gasoline and other
liquids from Associated Gas to be flared.

1422 The Government may refuse to grant such Permit in the Gavernment’s sole
discretion, including in circumstances where the request reasonably shows that
flaring would be in the economic interest of the Parties or is necessary for the
praduction of Petroleum, and the Government has no implied duty to provide
any Permit for flaring.

GAS FIELD HOLDING PERIOD APPUCATION

14.8 If the Contractor submits a declaration in accordance with 12.6(d) in respect of a
Discovery of a Gas Field, the Contractar may, not less than 90 days thereafter, submit a
written application (a “Gas Field Holding Period Application”} to the Government to
hold such Discovery as a Gas Field for a period as set farth in clause 14.10 to 14.12,

1461  The Contractor will not be entitled to submit a Gas Field Holding Period
Application in respect of a Gas Field after the g" anniversary of the Effective
Date, and the Government will have no obligation or duty, and no implied
obligation or duty, to consider a Gas Field Holding Period Application received
after such date or to grant a Gas Field Holding Period with respect thereto.

16.8.2 If the Contractor does not submit a Gas Field Holding Application within such
S0-day period, and effective as of the 120" day following the date the
Contractor submitted its Appraisal Report and declaration in accordance with
clause 12.6(d], the Contractor shall relinquish either:

(a} the entire Contract Area when there is no other Discovery and no
Exploration Operations; or

(b) the structures cantaining the Gas Field, when the Contract is entitled
to conduct further Exploration Operations or there is a Discovery.

14.9  The Cantractor must include in a Gas Field Holding Period Application:

(a) the proposed delineation and related surface area of the Gas Field;
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(b) the estimated reserves in the Gas Field;

(c) a proposed Gas Field Appraisal Work Plan and Budget, if either: (1] the
Government has notified the Contractor that the Government requires
additional Appraisal Operations, or (2) the Contractor wishes to undertake
further Appraisal Operations; and

(d) its proposed Domestic Gas Marketing Waork Plan and Budget, if the
Government has notified the Contractor that the Gas Field has been designated
by the Government as exclusively dedicated for the Domestic Market.

1491  Nothing in this clause 14.9 precludes the Government from instructing the
Contractor to prepare a Domestic Gas Marketing Work Plan and Budget at a
later date.

Gas Fiewo Hotoing Perion

14.10

1411

Upan the Government’s approval of a Gas Field Holding Application and additional
submissions in accardance with clause 14.9, the Contractor will be entitled to hold the
subject Gas Field for a period as set forth by the Government in a notice to the
Cantractor setting forth its approval of a Gas Field Halding Period Application [such
period, as it may be shortened or extended in accordance with this Contract, the "Gas
Field Holding Period”} as set forth in clause 14.11.

The Government shall set forth a Gas Field Holding Period in accordance with this clause
14.11.

14111 |f the date the Contractor has submitted a Gas Field Molding Application is
befare the 5" anniversary of the Effective Date, then the Government shall
pravide a Gas Field Holding Period of four years (such period terminating on
the 8" anniversary of the Effective Date|.

14.11.2  |f the date the Contractor has submitted a Gas Field Molding Application is on or
after the 57 anniversary of the Effective Date and before the 6" anniversary of
the Effective Date, then the Government shall provide a Gas Field Holding
Period of three years {such period terminating on the 9" anniversary aof the
Effective Date).

14.11.5  |f the date the Cantractor has submitted a Gas Field Molding Application is an or
after the 67 anniversary of the Effective Date and before the y o anniversary of
the Effective Date, then the Gavernment shall provide a Gas Field Holding
Period of two years (such period terminating on the 9" anniversary of the
Effective Date).

14.11.4  |f the date the Contractor has submitted a Gas Field Molding Application is on or
after the 77 anniversary of the Effective Date and befare the 8" anniversary of
the Effective Date, then the Government shall provide a Gas Field Holding
Period of one year (such period terminating on the 9™ anniversary of the
Effective Date).

14.11.5  |f the date the Contractor has submitted a Gas Field Molding Application is on or
after the 87 anniversary of the Effective Date, in accordance with clause 14.8.1
the Contractor will not be entitled to a Gas Field Holding Period.
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14.12 |f the Contractor submits a declaration in accordance with 12.6(d) in respect of
subsequent Discoveries of Gas Fields, the Contractar may in respect of each such
subsequent Discovery and not less than 90 days thereafter, submit Gas Field Holding
Period Application to the Government to hold such Discovery as a Gas Field within the
existing Gas Field Malding Period.

14121 The Contractor must include in such Gas Field Holding Period Application the
same information as provided in clause 14.9.

14.12.2 The Cantractor is not entitled to separate Gas Field Holding Periods for each
Gas Field, and is entitled to only one Gas Field Holding Period for all Gas Fields.

14.12.8  |f the Contractor does not timely submit a Gas Field Holding Period Application
in respect of an additional Discovery of a Gas Field, such Discovery of a Gas
Field will not be entitied to a Gas Field Holding Period.

Gas FIELD HOLDING PERIOD RENTAL

14.13  From the first day of the Gas Field Holding Period until expiry of the Gas Field Molding
Period, the Contractor shall pay to the Government an annual surface rental for that
portion of the Contract Area that is subject to the Gas Field Holding Period of US$10.00
per square kilometre per Contract Year (the “Gas Field Holding Period Rental”).

14131 The Gas Field Holding Period Rental is due and payable in arrears on or before
each anniversary of the Effective Date and on the last day of the Gas Field
Holding Period or termination of this Contract (whichever is earlier), and is
subject to proration in any Contract Year during which there has been a
relinquishment or expiry of the Gas Field Holding Period, based on actual
number of days in such Contract Year.

14.13.2 Gas Field Holding Period Rental will not be Cost Recoverable.

EARLY TERMINATION AND RELINQUISHMENT

14.18 |f the Contractar fails to undertake and complete all work contemplated by and in
accordance with an Approved Gas Field Appraisal Work Plan and Budget with respect to
a Gas Field, the Gavernment may provide not less than 90 days’ prior notice {a “Notice
of Early Termination of Gas Field Molding Period”) to the Contractor that the Gas Field
Molding Period will terminate at the end of such 90-day notice period, unless the
Contractor completes, within such period, all such required work in accordance with the
Approved Gas Field Appraisal Work Plan and Budget.

14.14.1  In any such notice of termination, the Government must provide reasonable
detail of all wark that the Government considers that the Contractor has not
completed.

GOVERNMENT PRIORITY RIGHTS

14.15 The Government (directly ar indirectly through a Public Company or an Affiliate of the
Government designated by the Government, ar ather designee of the Government) has
the exclusive right:

(a} to conduct all Export Gas Marketing Operations with respect to Natural Gas;
and
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(b) to purchase for resale to Export Markets the entitlement of each Contractor
Entity to Natural Gas.

14151 The Contractor shall not (and each Contractar Entity shall not and is not
autharised to):

(a} conduct any Export Gas Marketing Operations; or

(b) enter into any agreements for the sale, designation, dedication,
commitment, or ather disposal of Natural Gas to Export Markets,
except to the Government {directly or indirectly through an Affiliate of
the Government designated by the Government or other designee of
the Government).

The Government has no obligation to find an Export Market for all or any Natural Gas
produced from the Contract Area.

14.16.1  The Gavernment will incur no liability whatsoever to the Cantractor or to any
Contractor Entity or to any Government interest MHaolder, if the Gavernment
does not pravide a Gas Export Plan that is acceptable to all other Parties.

Except as provided in clause 14.17.1, all expenses incurred by the Government in
respect of Export Gas Marketing Operations are solely for the account of the
Government.

14.17.1  The Contractor shall reimburse the Government for all expenses incurred by
the Government in its conduct of Export Gas Marketing Operations:

(a} within 30 days after receipt of an invaice therefor; and
(b) provided that the Parties have signed a gas sales and purchase
agreement.

14.12.2 Payments made by the Cantractor to the Government pursuant to clause
14.17.1 will be Cost Recoverable.

The Cantractor shall provide all assistance reasonably requested by the Gavernment
with respect to the Government’s Export Gas Marketing Operations.

14181 Expenses incurred by the Contractor in providing assistance to the Government
in accordance with this clause 14.18 will only be Cost Recoverable if such
expenses are included in an Approved Waork Plan and Budget, or, if such
expenses are not included in the Approved Work Plan and Budget or exceed the
amounts set farth in the Approved Budget, as provided in clauses 14.18.2 or
14.18.3.

14182 Individual line-item expenses in any Calendar Year of mare than that set forth in
the Appraoved Budget but less than 10% over such line-item amount will be Cast
Recoverable, if the Contractor has notified the Government of all such expenses
as soon as is practical.

14183 Individual line-item expenses in any Calendar Year of more than 10% of the line-
itemn amount set farth in the Approved Budget will only be Cost Recoverable only
if @ach such line-item expense of more than 10% is approved by the Government
before the expense is incurred, unless the Government otherwise agrees.
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DoMESTIC GAS MARKETING OPERATIONS

14.19

14.20

The Contractor and the Gavernment:
(a} are each entitled to conduct Domestic Gas Marketing Operations; and

(b) shall cooperate and coordinate in their Domestic Gas Marketing Operations.

Expenses incurred by the Contractar in its canduct of Domestic Gas Marketing
Operations will anly be Cost Recoverable if such costs are included in an Approved
Domestic Gas Marketing Work Program and Budget.

16201 All expenditure incurred by the Contractar in the performance of Domestic Gas
Marketing Operations pursuant to an Approved Domestic Gas Marketing Wark
Program and Budget will be Cost Recoverable.

14.20.2 The Contractor shall include in each propaosed Domestic Gas Marketing Work
Program all details as required by Government, including:

(a) works to be carried out;

(b) type of services to be provided, distinguishing between third parties
and Affiliated companies of each Cantractor Entity; and

(c) categories of general and administrative expenditure.

14.20.3 No later than 1 October of the Calendar Year preceding each Calendar Year in
which the Cantractor proposes to conduct any Domestic Gas Marketing
Operations, the Contractor shall prepare and submit to the Management
Committee and the Government a proposed Domestic Gas Marketing Work
Program and Budget for the following Calendar Year.

14.20.4 If the Government requests any modification to the Domestic Gas Marketing
Work Program and Budget, the Government and the Contractor shall meet to
discuss the proposed Domestic Gas Marketing Waork Program and Budget and
praposed modifications thereto promptly after the Contractor’s receipt of the
Government’s requested maodifications of the proposed Domestic Gas
Marketing Work Program and Budget. The Contractor must communicate its
comments to the Gavernment in respect of any modifications requested by the
Government before such meeting.

14.205 |f the Government and the Contractor are not able to agree on the
modifications proposed by the Government, expenses incurred by the
Contractor will not be Cost Recoverable.

14.206 Individual line-time expenses in any Calendar Year of more than that set forth
in the Approved Budget but less than 10% over such line-item amount will be
Cost Recoverable, if the Contractor has notified the Government of all such
expenses as soon as practical.

14.20.7  Individual line-item expenses in any Calendar Year of more than 10% of the
line-itern amount set forth in the Approved Budget will only be Cost
Recaverable anly if each such line-item expense of more than 10% is approved
by the Government before the expense is incurred, unless the Government
otherwise agrees.,
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Neither the Government, nor the Contractor:

(a) has any obligation to find a Domestic Market for Natural Gas produced from
the Contract Area; or

(b) will incur any liability whatsoever to any Party (or any Government Interest
Holder], if such Party does not provide a Domestic Gas Plan that is acceptable
to all other Parties.

The Contractor is not obligated ar otherwise responsible for any expenditure incurred by
the Government in the Government’s conduct of any Domestic Gas Marketing
Operations.

CONSIDERATION OF GAS DISPOSITION Prans — Exront ano DOMESTIC

14.23

14.24

Neither the Contractor, nor the Government has any obligation to agree to any Gas
Export Plan or Domestic Gas Plan proposed by the other Party.

14.23.1  The Contractor and the Government must both agree on any Gas Export Plan or
Domestic Gas Plan,

14.25.2 A Government Interest Holder has no right to evaluate, consider, or otherwise
approve a Gas Export Plan ar a Domestic Gas Plan, and each Government
Interest Holder will be bound by the decision of the Government and the
Contractor with respect thereto.

The Government has no obligation to consider any Domestic Gas Plan proposed by the
Contractor, unless the Gavernment has designated a Gas Field as exclusively reserved
for the Domestic Market,

14.24.1  No provision of this Contract prohibits the Government from considering and
approving a Domestic Gas Plan proposed by the Contractor.

14.25 The Parties may agree on both a Gas Export Plan and a Domestic Gas Plan, or may agree
2 Domestic Gas Plan on 3 standby basis in the event the Gavernment does not propose a
Gas Export Plan.
Gas Expont PLan
14.26 The Government must provide a proposed gas sale and purchase agreement as part of
the Government's proposed Gas Export Plan.
14.27 The Contractor will have not less than 90 days from the date that the Government first

provides a Gas Export Plan to the Contractor [such S0-day period, as it may be extended
by the Government pursuant to clause 14.27.1, the “Export Plan Evaluation Period”) to
evaluate the Gas Export Plan, make any recommendations with respect thereto, and
consider the requirements of a Development Plan that would be necessary to enable the
Contractor to determine whether Gas Export Plan renders a Gas Field econamic for the
Cantractor to develop.

14.27.1  The Government may agree to extend the Export Plan Evaluation Period for

such period as the Government sets forth in a notice to the Cantractor.

14.22.2  |f the Export Plan Evaluation Period extends beyond the last day of the Gas
Holding Period, the Gas Holding Period will be extended for such excess days.
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If, at the conclusion of the Export Plan Evaluation Period, the Cantractor and the
Government have not agreed a Gas Export Plan as praposed by the Government, the
Government may send a notice {a “Holding Period Early Termination Notice™} to the
Contractor that the Gas Field Holding Period will terminate as of the date set forth in
such notice.

14.28.1  The date set forth in the Holding Period Early Termination Notice may not be
earlier than the scheduled expiry of the Gas Field Malding Period and may not
be earlier than the 30 days after the date of the notice.

16.28.2  If at the conclusion of the notice period as set forth in the Holding Period Early
Termination Natice [and any extensions thereto provided by the Government
to the Contractar in a subseguent notice), the Caontractor and the Government
have not agreed on a Gas Export Plan, the Gas Field Holding Period shall
terminate and all Gas Fields subject to the Gas Field Holding Period will be then
be cansidered as fully relinquished to the Government.

14.28.3 The Contractor and the Government will only be considered to have agreed to
a Gas Export Plan praposed by the Government when the Parties (as sellers)
have signed a gas sales and purchase agreement with the Government [or any
Affiliate of the Government or other Person designated by the Government as
contemplated by the Gas Export Plan) as the purchaser.

DomesTic GAS PLan

14.29

14.30

If the Government notifies the Contractor that the Government has designated a Gas
Field as reserved for Domestic Markets, the Cantractor shall:

€] propose a Wark Program and plan for Domestic Gas Marketing Operations and
associated Budget;

(b) carry out Domestic Gas Marketing Operations in accordance with an Approved
Domestic Gas Marketing Plan and Budget; and

(c) prapose a Domestic Gas Plan at any time.
If the Government has designated the Gas Field as exclusively reserved for Domestic

Markets, the Gavernment shall give reasonable considerastion to a Domestic Gas Plan
praposed by the Contractor.

DEVELOPMENT PLan

1431

14.32

14.33

Within 90 days after Government and the Contractor have agreed to a Gas Export Plan
or a Domestic Gas Plan, the Contractor shall prepare and deliver a Development Plan for
the Development of the Gas Fields in the Contract Area, including the sequencing and
timing of the development of the Gas Fields and the expected First Production
correspanding to the delivery requirements under the applicable agreed plan.

If the proposed Development Plan is not satisfactory to the Government, the
Government shall so notify the Contractor and meet with the Contractor to discuss the
praposed Development Plan.

If the Government has not approved a Development Plan within 180 days following
agreement of 8 Gas Export Plan or Domestic Gas Plan, as applicable, the Government
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may send the Contractor a notice [the *Gas Development Period Early Termination
Notice"”) setting forth a date, which must not be less than 30 days from the date of the
Gas Development Period Early Termination Notice, that the Gas Field will be considered
relinquished as of the date set forth in such notice unless the Government has accepted
a Development Plan for the Gas Field.

If at the conclusion of the 30-day notice period as set forth in the Gas Development
Persod Early Termination Notice [and any extensions thereto provided by the
Government to the Contractor in a subsequent notice), the Government has not
accepted a Development Plan proposed by the Contractor, all Gas Fields will be
considered as fully relinquished to the Government. If the Contractor is not then
entitled to any rights to produce and develop Crude Qil, this Contract will thereupon
terminate.

If the Contractar does not develap a Gas Field within the periods as set forth in
Approved Development Plan, subject to clause 40(Force Majeure], the Government may
send the Contractar a Gas Development Period Early Termination Notice setting forth a
date, which must not be less than 30 days from the date of the Gas Development Period
Early Termination Notice, that the Gas Field will be considered relinquished as of the
date set forth in such notice.

Gas DEVELOPMENT PERIOD

14.36

The approval of the Develapment Plan for a Gas Field by the Government will entitle the
Contractor to retain its rights in respect of the Gas Field subject to such Development
Plan for the duration of the Development Period.

SunrrLus Associaten Gas

14.37

14.38

The Contractor shall, at the request of the Government on not less than 90 days’ prior
notice, deliver to the Government all Associated Gas produced that is not () used in the
Petroleum Operations, [b) re-injected, (¢} permitted to be flared in accordance with
clause 14.6 and 14.7; or |d) sold in accordance with a Gas Export Plan or a Damestic
Market Plan.

14571 The Contractor shall separate, gather, compress, and deliver such Associated
Gas to the Government at a delivery point at the boundary of the Contract Area
or gas processing plant as agreed between the Government and the Contractor,
free of charge to the Government.

14.57.2  If at any time there is a regional main gas pipeline, the Contractor shall
transport and deliver the Associated Gas to such tie-in paint as is determined
by the Government, meeting pipefine specifications, unless it is unecanomic.

14.37.3  All expenditures incurred by the Contractor up to such agreed delivery point,
including pipeline construction and operation, compression, treatment, and
processing, will be Cost Recaverabtle.

The Government will be solely: (a) responsible for collecting, treating, compressing, and
transparting from the agreed delivery point all Associated Gas delivered to the
Government pursuant to clause 14.38; and [b) liable for all costs, expenses, and
liabilities in respect of such Associated Gas after the agreed delivery point.
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Each Contractor Entity’s entitiement to Associated Gas from an Oil Field will be
governed by the duration allowed for the production of Crude Oil under clauses 6.13
and 6.14.

The Contractor [and no Cantractor Entity or Government Interest Holder] is nat entitied
to (and shall not) ship or otherwise transport Natural Gas outside of the Contract Area,
except on a joint dedicated, common stream basis with each other Contractar Entity and
the Gavernment.

The Contractor is not authorised to construct any pipelines for the transpaortation of
Natural Gas to the Expart Market or the Domestic Market, except in accordance with a
Gas Export Plan or a Domestic Gas Plan, as applicable, and the applicable Appraoved
Development Plan and Approved Work Plan and Budget.

CLAUSE 15 <« ACCOUNTS; OPERATIONS

ACCOUNTS

15.1

15.2

The Contractor shall maintain in accordance with the Accounting Procedure and
accepted accounting practices generally accepted in the international Petroleum
industry and, to the extent compatible with such practices, in accordance with US
Generally Accepted Accounting Principles or International Financial Reparting Standards
(in either case consistently applied), at its business office in the Kurdistan Region, all
recards of account and such ather records in respect of the work performed under this
Contract, the costs incurred, and the amount and value of all Petroleum produced and
saved from the Contract Area (the "Accounts”).

1511 The Accounts must reflect in detail all expenditures incurred and revenues

recewved.

15.1.2  The Contractor shall keep copies of the Accounts for the entire term of this
Contract.

15.1.5  All Accounts shall be prepared in the English language.
15.1.4  The Contractor shall record and maintain the Accounts in USS.

15.1.5  The Contractor shall make the Accounts available at its offices in Xurdistan
Region at all reasonable times for inspection and audit by representatives of
the Government, including independent auditors that may be employed by the

Government.

In addition to all other reports required by this Contract, within 90 days following the
end of each Calendar Year, the Contractor shall submit to the Government a detailed
statement of [a) all Petroleumn Costs incurred in respect of such Calendar Year and (b)
calculations of Profit Petroleum pursuant to clause 26.

15.21  The reports must be accompanied by a report of the Operator's ultimate parent
company’s auditors confirming the accuracy of such statement.
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15.2.2  The Caontractor shall provide the Government with such production statements
and reports as required pursuant to clause 16.4.

The Government is entitied:

(a} to inspect and audit the Accounts with respect to each Calendar Year at any
time within a period of five Calendar Years following the end of such Calendar
Year (the "Audit Request Period”); and

(b) to appoint an auditor of international standing familiar with international
petroleum industry accounting practice to undertake or assist the Government
with respect to any audit.

The Caontractor shall pay all reasonable costs and fees of an auditor appointed by the
Government pursuant to clause 15.3(b), which costs and expenses will be Cast
Recoverable,

The Cantractor shall provide all supporting records and information requested by the
Government in support of a Gaovernment audit.

If, as a consequence of an audit, the Government considers that there is a significant
mistake or irregularity in respect of the Accounts, the Government shall notify the
Contractor of such mistakes or irregularities within 6 Months following the date the
Government completes the audit. If the Gavernment fails to notify the Cantractor of any
audit exceptions within such six-manth period, the relevant Accounts subject to the
Government's audit will be presumed to be correct.

Within 60 days of any notification from the Government pursuant to clause 15.6, the
Contractor shall either (a) make necessary corrections, adjustments or amendments, or
(b) notify the Government of the Contractor’s objections, concerns, or other comments
with respect thereto.

15.7.1 If the Contractar notifies the Gavernment of abjections, cancerns, or other
comments as provided in clause 15.7, the Government shall, within 30 days
following receipt of such notice, natify the Contractor of the Government's
response to the Contractor’s abjections, concerns, or other comments.

Any Dispute between the Parties under clauses 15.3 through 15.7 that cannot be settled
amicably within 60 days of the Government's final notice under clause 15.7.1 is subject
to resolution by an Expert in accordance with clause 42,

CLAUSE 16 ~ OTHER CONTRACTOR RIGHTS AND OBLIGATIONS

PERMANENT REPRESENTATIVE

16.1

Within 90 days following the Effective Date, each Contractor Entity shall open an office
and appoint a permanent representative in the Kurdistan Region.
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Conpucy oF PETROLEUM OPERATIONS

16.2

16.3

The Contractor shall be responsible for the conduct, management, control and

administration of Petroleum Operations in accordance with this Contract.

In conducting its Petroleum Operations, the Contractor may use any Affiliate of each

Contractor Entity, its and their Subcontractors, and the employees, consultants, and

agents of each of the foregoing.

INFORMATION AND REPORTS

16.4

The Cantractor shall provide the Government with periodic Data and activity reports

relating to Petroleum Operations. The Contractor shall include details of the following in

such periodic Data and activity reports:

(2}

(b)

(c)

(d)

information and Data regarding all Petroleum Operations performed during the
Calendar Year, including any guantities of Petroleum produced and sold;

Datas and information regarding any transportation facilities built and operated
by the Contractor;

a statement specifying the number of personnel, their title, their nationality as
well as a report on any medical services and eguipment made available to such
persaonnel; and

a descriptive statement of all significant Assets deployed since the previous
repart, including all costs associated therewith.

REQUIREMENT FOR PETROLEUM OPERATIONS

16.5

Surervision

16.6

The Cantractor may freely use any Petroleum produced within the Contract Area for the

Petroleum Operations.

The Contractor shall at all times provide reasanable assistance as may reasonably be

requested by the Government during its review and verification of Accounts and records

and of any other information relating to Petroleum Operations at the offices, work sites
or any other facilities of the Contractor.

16.6.1

16.6.2

AcCESS 1O FACILTIES

16.7

Upan giving reasanable prior notice to the Contractor, the Government may
send a reasonable number of representatives to the waork sites or any other
facilities of the Cantractor in the Kurdistan Region to perform such reviews and
verifications.

The representatives of the Government shall at all times comply with any safety
regulations imposed by the Contractor, and the Government shall use
reasonable efforts to ensure that such reviews and verifications do not hinder
Petroleum Operations.

Far the performance of the Petroleum Operations, the Contractor, any Affiliate of each

Contractor Entity, its and their Subcontractors and the employees, consultants and

agents of each of the foregaing shall at all times be granted free access to the Contract

Area and to any facilities for the Petroleum Operations located within or outside of the
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Cantract Area ar within or cutside the Production Area, for the purpose of carrying out
the Petroleum Operations.

Use or FACILTIES

16.8

16.9

Upon naotice fram the Government, the Contractor shall make available to a reasonable
number of representatives of the Government those of the Cantractor's facilities which
are necessary to enable such representatives to perform their tasks related to this
Contract and the Kurdistan Region Ol and Gas Law including, in case of works to be
performed on work sites, transpartation, accommodation and board, under the same
conditions as those provided by the Contractor for its own persannel.

Notwithstanding clause 16.8, the Government shall indemnify and hold harmless each
Contractor Entity against all Losses and Expenses in respect of any claim, demand, action
or proceeding brought against any Contractor Entity by any representative of the
Government in cannection with the access to or use of the facilities by such
representatives, except for any Losses or Expenses caused by the gross negligence or
wilful misconduct of any Contractor Entity, any of its Subcontractors, or any of their
respective employeess or agents.

Loss or DamAGE

16.10 The Contractor shall be responsible for any Loss and Expense or other damage caused to

third parties by any Contractor Entity or its Subcontractors or their respective personnel
in the conduct of Petroleum Operations or otherwise in accordance with Kurdistan
Region Laws.

INTELLECTUAL PROPERTY RIGHTS

16.11

LimgAnION

16.12

The Cantractor shall not infringe on any intellectual property rights of any other Person.

The Contractor shall as soon as reasonably practicable inform the Government of any
litigation relating to Petroleum Operations or this Contract.

Prooucrion Raves

16.13

Lfnineg

16.14

In connection with a general decision to reduce production across Iraq, the Government
may require the Cantractor to set the production rate of Reservairs below the MER for
such Reservoirs as provided for in the Develapment Plan.

16.15.1  If the Government issues a requirement as provided in clause 16.16, the
Government shall aliocate any such reduction fairly and equitably among the
various preduction areas then producing in the Kurdistan Region, pro rota to
their respective production rates as of such allocation date, and with a view to
prudent allocation among such blocks.

The Gavernment and, subject to clauses 32.11{a) and (b}, each Government Interest
Holder, and each Contractor Entity have the right and the obligation to take in kind and
separately sell or otherwise dispose of their respective shares of Petroleum in
accordance with clauses 25, 26 and 27.
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Not less than 12 Calendar Months prior to the Date of start of Commercial Production
from any Development Area, Contractor shall submit to the Management Committee
and the Government for respective approvals proposed procedures and terms in respect
of the scheduling, storage, and lifting of Petroleum by each Contractor Entity, the
Government, and each Government Interest Holder from each Production Area,
including rights of lifting Parties, notification time, maximum and minimum quantities,
duration of storage, scheduling, conservation, spillage, liabilities of the Parties and
penalties far over and under lifting, safety, and emergency procedures. None of the
Goavernment, the Contractor, a Contractar Entity, or a Gavernment Interest Holder may
lift any Petroleum until such procedures and agreements have been established by
agreement of the Contractor and the Government.

ReGIONAL CONSUMPTION REQUIREMENTS

16.16

16.17

16.18

The Cantractar Entities shall sell and deliver to the Government, upon written reguest of
the Government, any amounts of Crude Oil that the Government shall request to meet
Kurdistan Region internal consumption requirements.

16.16.1  The Government shall pay the International Market Price for such Crude Qil.
The Contractar Entities and the Gavernment shall enter into a sales agreement
covering such purchase and sale containing normal commercial terms
prevailing in the international petroleum industry.

16.16.2 The Gavernment shall provide the Contractor Entities with not less than 180
days’ advance written notice of its intention to buy such Crude Oil.

16.16.3 On such notice, the Government shall specify the volume of Contractor's
entitlement required, the particular quality desired (where more than one
Petroleum quality is produced in the Contract Area) and the duration for which
such Petroleum will be purchased.

16.16.4 On such notice, out of the total quantity of Crude Qil to which the Contractor is
entitled from the Contract Area in a Calendar Year, each Cantractor Entity shall
provide far the period requested by Government up to such Contractor Entity’s
pra rata share of Crude Oil.

16.16.5 The Gavernment is entitled to trade such Crude Qil, whether for a guality that
meets the Gavernment’s requirements or otherwise.

In case of war or imminent apprehension of war or grave national emergency, the
Government may requisition all or a part of the Petroleum production from the Contract
Area and require the Contractor to maximise such production. The provisions of clause
16.16.1 regarding delivery, price, and payment shall also apply to any Crude Qil so
requisitioned from the Contractor.

If the Government imposes an obligation on the Contractor or the Contractor Entities to
sell to the Government in accordance with clauses 16.16 or 16.17, the Goavernment shall
use reasonable endeavours to impose such obligations propartionally amang the
operators then producing in the Kurdistan Region based on each operator’s production
rate.
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CLAUSE 17 —~ USE OF LAND AND EXISTING INFRASTRUCTURE

GeneraL
17.1  The Government shall make available to the Contractar any land in the Kurdistan Region
outside of the Contract Area which the Government is satisfied is reasanably reguired
for Petroleum Operations. The Contractor shall have the right to build and maintain,
above and below ground, any facilities required for the Petroleum Operations.
THikD PaRTY Lanos
17.2 If it becomes necessary for conduct of the Petroleumn Operations to occupy and use any
land in the Kurdistan Region belonging to third parties, the Contractor shall endeavour
to reach amicable agreement with the owners of such land. If such amicable agreement
cannat be reached, the Contractor shall notify the Government.

17.2.1 On receipt of such natification:

(a) the Government shall determine the amount of compensation to be
paid by the Contractor to the awner, if occupation will be for a short
duration; or

(b) the Government shall expropriate the land or property in accordance
with Kurdistan Region Law, if such occupation will be long lasting or
makes it henceforth impossible to resume original usage of such land
or property.

17.2.2  Any property rights shall be acquired by and recorded in the name of the
Government, but the Contractor shall be entitied free use of the land or
praperty for the Petroleum Operatians for the term of this Contract.

17.2.3 The amount of the compensation in clause 17.2.1]a) shall be fair and
reasonable, in accordance with clause 29 of the Kurdistan Region Qil and Gas
Law, and shall take into account the rights of the owner and any effective use
of the land or property by its owner at the time of occupation by the
Contractor.

17.2.4  All reasonable costs, expenditures and fair and reasonable compensation (as
required pursuant to clause 29 of the Kurdistan Region Oil and Gas Law) which
results from such expropriation shall be paid by the Contractor and will be Cost
Recaverable.

INFRASTRUCTURE
17.3 Far its Petroleum Operations, the Contractor shall have the right in the Xurdistan Region
to use, subject to Applicable Law, any railway, tramway, road, airport, landing field,
canal, river, bridge, aor waterway, any telecommunications network and any existing
pipelines or transportation infrastructure, on terms no less favourable than those
offered to other Persons and, unless generally in force, to be agreed.
17.4  The Government shall have the right in the Kurdistan Region to build, operate and

maintain roads, railways, airports, landing strips, canals, bridges, protection dams, police
stations, military installations, pipelines {subject to clauses 14 and 38) and
telecommunications networks in the Contract Area, provided this does not increase the
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costs, ar compromise or have a material adverse effect on the performance of the
Petroleum Operations. If the construction, operation and maintenance of such facilities
by the Government results in increased cost or expense for the Contractor then such
cost and expense will be Cost Recoverable.

Under national emergencies due to environmental catastrophe or disaster, or internal or
external war, the Government shall have the right to request to use any transportation
and communication facilities installed by the Contractor. Any associated costs, expenses
or liabilities incurred by the Contractor will be Cost Recaverable.

Pernoceum OreRaTIONS

17.6

17.7

7.8

In the conduct of Petraleum Operations, the Contractor has the right in the Kurdistan
Region, subject to compliance with applicable Kurdistan Region Law and EHS Standards,
to clear land, excavate, drill, bore, construct, erect, place, procure, operate, emit and
discharge, manage and maintain ditches, tanks, wells, trenches, access roads,
excavations, dams, canals, water mains, plants, reservoirs, basins, storage and disposal
facilities, primary distillation units, extraction and processing units, separation units,
sulphur plants and any other facilities or installations for the Petroleum Operations, in
addition to pipelines, pumping stations, generators, power plants, high voltage lines,
telephone, radio and any other telecommunications systems, as well as warehouses,
offices, sheds, houses for personnel, hospitals, schools, premises, dikes, vehicles,
raitways, roads, bridges, airfines, airports and any other transportation facilities,
garages, hangars, workshaps, foundries, repair shops and any other auxiliary facilities
for the Petroleum Operations and, generally, everything which is required for its
performance of the Petroleum Operations. The Contractor has the right to select the
location for these facilities.

Far the canduct of Petroleum Operations, the Contractor shall have the right in the
Kurdistan Region, subject to compliance with applicable Kurdistan Region Law and EMS
Standards, to remove and use the topsoil, fully-grown timber, clay, sand, lime, gypsum,
stones [other than precious stones) and other similar substances as required for its
Petroleum Operations.

Subject ta Applicable Law and compliance with EHS Standards, the Contractor shall have
the right in the Kurdistan Region to take or use any water necessary for the Petroleum
Operations, provided it does not damage any existing irrigation or navigation systems
and that land, houses or watering points belonging to third parties are not deprived of
their use.

ADJOINING PROPERTIES

17.8

Access

17.10

Upan reguest of the Cantractor, the Government shall prohibit the construction of
residential or commercial buildings in the vicinity of facilities used for the Petroleum
Operations that may be declared dangerous due to Petroleum Operations and to
prohibit any interference with the use of any facilities required for Petroleum
Operations.

Access to the Contract Area may be granted pursuant to an access autharisation, as
defined in, and consistent with, the Kurdistan Region Qil and Gas Law to authorised third
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parties an reasonable terms and conditions {including coordination], including Persons
authorised to construct, install and operate structures, facilities and installations, and to
carry out other works, provided that nothing in such access autharisation or in this
clause 17.10 authorises the holder of an access authorisation to drill a Well or to
perform any Petroleumn Operations in the Contract Area.

The Government shall give the Cantractor adequate advance natice of any access
authorisation in respect of the Contract Area and shall nat grant any access
autharisation in respect of the Contract Area until it has taken into account any
submissions made by the Contractor nor in such a way that there is undue interference
with or hindrance of the rights and activities of the Contractor.

CLAUSE 18 - GOVERNMENT ASSISTANCE

18.1

18.2

To the extent allowed by Applicable Law and at the specific request of the Contractor,
the Government shall take all necessary steps to assist the Contractor Entities in, but not
limited to, the following areas:

(a} securing any necessary Permits for the use and installation of means of
transportation and communications;

(b) securing regulatory Permits in matters of customs, import, ar export;

(c) securing entry and exit visas, work and residence permits as well as any other
administrative Permits for each Contractor Entity’s, its Affiliate’s and its
Subcontractors’ Expatriate personnel (including their family members| working
in the Xurdistan Region and any other part of Iraq during the implementation of
this Contract;

(d) securing any necessary Permits to send Abroad documents, Data or samples for
analysis or processing for the Petroleum Operations;

(e) relations with federal and local autharities and administrations, including for
the purposes of the remainder of this clause 18.1;

(f) securing any necessary environmental Permits;

(gl obtaining any other Permits requested by any Contractor Entity for the
Petroleum Operations;

(k) access to any existing Data and information, including Data and information
relating to the Contract Area held by previous operators or cantractors; and

(i) providing all necessary security for Petroleum Operations.

The Contractor shall pay reasonable and justified expenses incurred by the Government
with respect to its undertakings under this clause 18 against an invoice received therefor
from the Government. Such payments will be Cost Recoverable.
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CLAUSE 19 ~ ASSETS AND MATERIALS

GENERAL

19.1

19.2

The Cantractor shall supply, or procure the supply of, Assets, materials, and
consumables required for Petroleum Operations (“Assets and Materials™).

The Contractor shall provide Assets and Materials in accordance with the relevant
Approved Work Program and Budget.

PROCUREMENT PROCEDURES

19.3

19.4

19.5

As soon as possible after the Effective Date, the Contractor shall provide the
Management Committee with a copy of its procedures for procurement of Assets and
Materials and services for the Petroleum Operations as required by clause B.4(e),
including the criteria for tender evaluation.

19.3.1 Such procedures and criteria must provide for fair and transparent tender
evaluation and be in accordance with Best Practices and Applicable Law.

If the Management Committee does not request any modifications to the procurement
procedures within 30 days after receiving such procedures, the procedures shall be
considered approved by the Management Committee.

The Cantractor shall give priority to Assets and Materials that are readily available in the
Kurdistan Region and other parts of Irag to the extent their price, grade, guality,
guantity, specifications, purchase, delivery and other commercial and technical terms

are comparable in all materisl respects with those otherwise available to the Contractor.

CLAUSE 20 - TITLE TO ASSETS

TiTee TRANSIER

20.1

20.2

20.3

“Title Transfer Date” means the earlier of:

(a) the first date on which the “R" Factor, as calculated in accordance with clause
26, is equal to 1.00; or

(b) the termination of this Contract.
Subject to clause 21, on the Title Transfer Date, all Assets of the Contractor, a Contractor

Entity, or the Operator |or any of their respective Affiliates) in the Kurdistan Region will
become the property of the Government.

Until the Title Transfer Date, all Assets in the Kurdistan Region are the property of the
Contractor, the applicable Contractor Entity, any Affiliate of a Cantractor Entity, the
Operator, or a Subcontractor, as the case may be.

63



Production Sharing Contract - Dinarta

LEASED ASSETS; SUBCONTRACTOR ASSETS

204

The provisions of clause 20.2 will not apply to any Assets:

(a} leased by the Contractor, a Contractor Entity, or the Operator in accordance
with an operating lease that has been approved by the Management
Committee; or

(b) belanging to or leased by a Subcontractor or an Affiliate of such Subcontractor.

CLAUSE 21 - USE OF ASSETS

RiGHY

21.1

Whether befare or after the Title Transfer Date and whether befare ar after recovery of
the cost of any Assets, the Contractor, each Contractor Entity, and the Operator shall at
all times have the exclusive right to use all Assets in the Kurdistan Region for Petraleum
Operations free of any charge by the Government.

NO TRANSFER 8Y GOVERNMENT

21.2

During the term of this Contract, the Government shall not transfer or otherwise
dispose of any Assets without having received prior notice of the Contractor’s consent.

CONTRACTOR REDEPLOYMENTS

213

The Contractor may freely maove any Assets and Materials from any relinquished partion
of the Contract Area to the remaining part of the Contract Area or from any other
contract area in the Kurdistan Region with respect to which the Contractor is a party to a
praduction sharing cantract with the Government for use in petroleum aperations
under such contract.

CLAUSE 22 - SUBCONTRACTORS

GENERAL
22.1 The Contractor shall ensure in accordance with Best Practices that each Subcantractor
has all requisite experience and qualifications.
LocAL PREFERENCE
22.2  The Contractor shall give priority to Subcontractors from the Kurdistan Region and other

parts of Iraq to the extent their competence, rates, experience, reputatian,
gualifications, specialties, financial capacity, availability, delivery and other commercial
terms are, in the Contractor’s sole opinion, comparable in all material respects with
thase provided by foreign companies operating in the international petroleum industry,
and will not cause any Contractor Entity or its Affiliates to violate any Law applicable to
it, including Corrupt Practices Laws.

2221 A Subcontractor will not qualify as “from the Kurdistan Region and other parts
of Iraq” unless it is organised under Applicable Law or the Laws of Iraqg,
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damiciled in Iraq, and majority-owned and Controlled by citizens of the
Kurdistan Region or lrag.

PROCUREMENT PROCEDURES

22.3

224

The Contractor shall select its Subcontractors in accordance with the procurement
procedures approved by the Management Committee pursuant to clause 19.3,

2231 Each contract with Subcontractors must include a provision that obligates such
Subcontractor to comply with Corrupt Practices Laws in the Subcontractar’s

performance of the contract.

The Contractor shall provide the Government with copies of each contract with
Subcontractors where the contract amount exceeds the limit set by the Management
Committee from time to time.

CLAUSE 23 ~ PERSONNEL; TRAINING: ASSISTANCE

ExrATRIATE WORK PERMITS

23.1

Any Expatriate personnel working in the Kurdistan Region will reguire issuance of a
Permit from the Gavernment (such Permit not to be unreasonably delayed or withheld)
and the Government shall obtain any Permit required by the federal government of Irag.

LocaL PREFERENCE

23.2

23.3

Far the Petroleum Operations, the Cantractor shall give, and shall require its
Subcontractors to give, preference to citizens of the Kurdistan Region and other parts of
Irag to the extent such citizens have the technical capability, qualifications, competence,
and experience reguired to perform the work, are available at competitive
compensation rates, and their employment would not cause the Contractor, any
Contractor Entity, any of its Affiliates, or any of its Subcontractors to violate any Law
applicable to it.

Each Contractar Entity and its Affiliates and Subcontractors have the right to hire
Expatriate personnel whenever the personnel from the Kurdistan Region and other parts
of Iraq do not have the requisite technical capability, qualifications or experience for
positions to be filled as required pursuant to clause 23.2.

2331 In the event any Expatriate personnel or a member of such Expatriate’s family
engages in an activity or commits an act in breach Kurdistan Region Law, the
Contractor shall, at the request of the Management Committee, take the
necessary steps to repatriate such individual(s).

Minestry CApACITY BUILOING PAYMENTS AND In KiND ASSISTANCE

234

The Contractor shall give reasonable consideration to the secondment of Gavernment
persaonnel to the Contractor and of the Contractor’s personnel to the Government
during the various phases of the Petroleum Operations. The Government and the
Contractor shall agree on terms and conditions for such secondment, and any costs
associated therewith will be Cost Recoverable.
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For the first five Contract Years, the Contractor shall pay to the Government US$5250,000
within 30 days of the Contract date and on each anniversary of the Contract date
thereafter for the recruitment of personnel, whether from the Kurdistan Region other
parts of Iraq or Abroad, to the Ministry of Natural Resources. The selection of such
personnel shall be at the discretion of the Minister of Natural Resources. Such payments
will be Cost Recoverable.

The Contractor shall pay the Government US51,000,000 within 30 days of the Contract
date pursuant to this clause 23.6.

2361 The Government shall apply such funds to fund technelogical and logistical
support to the Government in respect of the regulation and administration of
the Kurdistan Region petraleum sector as the Minister of Natural Resources
may require, which may include procurement by the Government of geolagical
computing hardware and software and such other equipment.

236.2 The payment by the Contractor pursuant to this clause 23.6 will be Cost
Recoverable.

The Cantractor shall train all its personnel from the Kurdistan Region and other parts of
Irag directly or indirectly involved in the Petraleumn Operations for the purpose of
improving their knowledge and professional qualifications in order that such personnel
gradually reach the level of knowledge and professional qualification held by the
Contractor Entities” Expatriate workers with an equivalent résumeé.

2371 Such training shall also include the transfer of knowledge of petroleum
technology and the necessary management experience so as to enable the
persannel from the Kurdistan Region and aother parts of Iraq to apply advanced
and appropriate technology in the Petroleum Operations, to the extent
permitted by Applicable Law and agreements with third parties, and subject to
appropriate confidentiality agreements.

The Cantractor shall submit its plan for the recruitment, integration, and training of
persannel from the Kurdistan Region and other parts of Iraq to the Management
Committee for its approval. Such training plan: [a) must take into consideration the
requirements of clause 23.7; and [b) may include training for the Government’s
personnel, depending on the extent to which the amount allocated to the training plan
in accordance with clause 23.10 is available after taking into consideration the training
of the Contractor Entities’ Kurdistan Region and other Iraqi personnel.

Within 90 days of the Effective Date, the Contractor shall submit to the Management
Cammittee a praposed training plan for the remainder of the Calendar Year. Thereafter,
no later than 1 October in each Calendar Year, the Contractor shall submit a proposed
training plan to the Management Committee for the following Calendar Year.

THRAINING EXPENSE ALLOCATION AND PAYMENT

23.10 The Contractor shall pay the Government an the first anniversary of this Contract and

each anniversary thereafter, for training, the amount of:

(a}) USS150,000 for each Contract Year during the Exploration Period; and
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(b} USS300,000 for each Contract Year during the Development Period.

Each Contractar Entity shall be responsible for the training costs which such Contractor
Entity may incur in respect of the personnel it employs from the Kurdistan Region and
other parts of Irag.

25111 All such reasonable costs will be Cost Recoverable.

23.11.2  Costs incurred by the Contractar for training programs for the Government’s
personnel shall be barne by the Contractor anly to the extent that they are
included in the Contractor’s approved training plan pursuant to clause 23.8,
and will be Cost Recoverable.

23.11.3  The cost of all ather training programs for the Government's personnel will be
the Government's respansibility.

EnNVIRONMENT FUND PAYMENTS

23.12

23.13

23.14

The Cantractor shall pay to the Government:

(a) USS$150,000 within 30 days of the date of this Contract and on each annual
anniversary of the Contract date thereafter during the Exploration Period; and

(b} US$300,000 an each annual anniversary of the Caontract date during the
Development Period.

The Government will credit all such payments to the environment fund to be established
by the Government for the benefit of the natural environment of the Kurdistan Region,
pursuant to the Kurdistan Region Oil and Gas Law {the "Environment Fund”).

Payments by the Contractor pursuant to clause 23.12 will be Cost Recoverable.

CLAUSE 24 -« ROYALTY

DEFINIMIONS

24.1

24.2

243

OeuiGATION

24.4

"Royalty Crude Oil”" means Crude Oil, regardiess of gravity, produced and saved from
the Contract Area.

"Royalty Gas"” means Gas produced and saved from a Gas Field.

"Royalty Petroleum™ means Royalty Crude Qil and Royalty Gas.

The Cantractor shall pay to the Government a portion of Petroleum produced and saved
from the Contract Area, either in kind or in cash as directed by the Government, as
provided in this clause 24 {such payment, the "Royalty™).

2841 The Gavernment will be considered to have elected to receive the Royalty in
cash, unless the Government has given not less than 90 days’ prior notice to
the Contractor of the Government’s election to receive the Royalty in kind.

2642 If the Government has elected to receive the Royalty in kind, the Contractor
shall deliver to the Government at the Delivery Point the quantity of Royalty

67



24.5

Rovacry Rave

24.6

Decivery

24.7

24.8

24.9

Production Sharing Contract - Dinarta

Petroleum egual in value to the Royalty payable with respect thereto. Title and
Risk of loss of Rayalty paid in kind will transfer to the Government at the
Delivery Paint.

2445 If the Government has elected to receive the Royalty in kind, the Government
may require the Contractor to assist in the sale of all or part of the Royalty
received in kind pursuant to clause 28,

The Royalty is payable on all Royalty Petraleum.

2651  No Royalty is payable in respect of Associated Gas fram an Qil Field.

The Contractor shall calculate the Royalty daily by applying the following rate {as
applicable the “Royalty Rate”| to the Royalty Petroleum produced and saved an that

day for:
(a} 10% for Royalty Crude Qil; and
(b) 10% for Royalty Gas.

If the Royalty is payable in kind, the Contractor shall deliver to the Gavernment at the
Delivery Point each day @ volume of Crude Oil or Natural Gas, as applicable, equal to the
applicable Royalty Rate multiplied by the applicable quantity of Royalty Petroleum.

If the Royalty is payable in cash, the Contractor is entitled to take delivery at the
Delivery Paint of the quantity of Royalty Petroleum correspanding to the value of the
Royalty Petroleum determined in accordance with clause 24.6.

2481 Subject to clause 14 (Natural Gas)in respect of Natural Gas, the Contractor will
be entitled to freely sell such Royalty Petroleum.

2462  Tithe and risk of loss to Royalty Petroleum with respect to which the Contractor
has taken delivery under this clavse 24.7 will pass to the Contractar Entities at
the Delivery Point in accordance with their participating interests.

Disposition of paid-in-kind Royalty Gas by the Government is governed by clause 14
(Notural Gas).

PAYMENT 1% CasH

24.10

If the Royalty is payable in cash, the Cantractor shali:

(a} value Royalty Crude Oil at the International Market Price for each Manth and
Quarter in accordance with clause 27;

(b) value Rayalty Gas for each Month and Quarter in accordance with clause 27;

(c) calculate the Royalty payable based an the valuations of Royalty Crude Qil and
Royalty Gas for each Quarter; and

(d) pay to the Government the applicable Royalty quarterly, in arrears, within 30
days of the end of each Quarter.
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CLAUSE 25 -~ RECOVERY OF PETROLEUM COSTS

DeFINITIONS

25.1  "Available Crude Oil™ means all Crude Qil and Associated Gas produced and saved from
the Contract Area after deduction of any quantities of Crude Qil to be delivered to the
Gavernment far payment of Royalty in kind ar delivered to the Contractor in respect of
the payment of Royalty in cash pursuant to clause 24,

25.2 "Available Gas" means all Gas produced and saved from a3 Gas Field in the Contract
Area, except for Gas that is used in Petroleum Operations, re-injected, flared in
accordance with clause 14.6, or is not used or sold.

25.3 "Available Petroleum® means Available Crude Oil and Available Gas.

Cosy REcovERyY

25.4 The Contractor is entitled to:

(a) recover Petroleum Caosts in accordance with this clause 25 and the Accounting
Procedures; and

(b) allocate, as between the Contractor Entities, to #ach Cantractor Entity its
praportionate share of Available Petroleum in accordance with the respective
participating interest of such Contractor Entity in relation to the aggregate
participating interests of the other Contractar Entities.

25.5 Cost Recovery by the Contractor Entities in any period will be achieved by a Contractor
Entity when it has taken delivery of its participating interest share of Available
Petroleum from the Contract Area of equivalent value (as determined pursuant to this
clause 25} to the Petroleum Costs to be recovered by the Contractar in accardance with
this Contract.

VALUATION OF AVAILABLE PETROLEUM

25.6 The Contractor shall value Available Crude Oil at the International Market Price obtained
at the Delivery Point by the Contractor Entities and the Government.

25.7 The Cantractor shall value Available Gas at the actual prices abtasined at the paint of sale
in accordance with clause 14.5 in accordance with a Gas Export Plan or Domestic Gas
Plan. The *point of sale” will be such point as identified by the Parties in relevant Gas
Expart Plan ar Domestic Gas Plan.

CONTRACTOR ENTITLEMENT TO CosT OIL

25.8  Subject to the Accounting Procedure, from the First Production from any Production
Area in the Contract Area and thereafter from all Production Areas, the Contractor {and
each Contractar Entity) is entitled to recover all Petroleum Costs from up to 40% of
Available Crude Oil (such amount, “Cost Oil") within any Calendar Year.

2561 Available Crude Oil that is not Cost Oilis “Profit Oil".
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CONTRACTOR ENTITLEMENT YO CoST Gas

25.9

Subject to the Accounting Procedure, from First Production from any Production Area in
the Contract Area and thereafter from all Production Areas, the Contractor (and each
Contractor Entity] is entitied to recover Petroleumn Costs from up to S0% of Available
Gas (such amount, “Cost Gas™} produced within any Calendar Year.

2591 Available Gas that is not Cost Gas is “Profit Gas".

REcOVERY WATERFALL; LIMITATIONS

25.10

25.11

Deciveny

25.12

Petroleum Costs are Cost Recoverable under clauses 25.8 and 25.9 in the fallowing

order:

(1) Praduction Costs;

(2) Exploration Costs [including Appraisal costs within the Contract Area);
(3) Gas Marketing Costs;

(4) Development Costs;

(5) Crude Qil Pipeline Costs; and lastly

(B) Decommissioning Costs.

The Contractor is [and the Contractor Entities are) not entitled to recover aggregate
Petroleum Costs during any Calendar Year, expressed in quantities of Petroleum, in
excess of the percentages of Available Petroleum as set forth in clauses 25.8 and 25.9.

25.11.1  Ifin any Calendar Year, Cost Oil and Cost Gas (Cost Qil and Cost Gas, together
or either, “Cost Petroleum”] is not sufficient to allow the Caontractor Entities to
recaver all Petroleum Costs for such Calendar Year, the amount of Petroleum
Costs not recovered in such Calendar Year may be (a) carried forward
indefinitely to subsequent Calendar Years and |b) charged to Cost Petroleum
(as applicable) until the earfier of full recovery of all Petraleum Costs or
termination of this Contract.

25.11.2  The Gavernment never has any abligation ar fiability to the Contractor or any
Contractor Entity in respect of Petroleum Costs that are not recovered by any
Cantractor Entity fram Cost Petroleum.

25.11.3  Any Petroleum Costs that are subject to Dispute and have not been finally
resolved by the Parties shall not be included as Cost Petroleum until finally
resolved by the Parties or pursuant to clause 42 [Dispute Resolution).

Each Contractar Entity may take delivery of its proportionate share of Petraleum from
the share of Available Petroleum allocable to the Contractor for the recavery aof
Petroleum Costs at the Delivery Point.

26121 Tithe and risk of loss of such Available Petroleum will transfer to such
Cantractor Entity at the Delvery Point.
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Subject to clause 38 .4, Petroleum Costs under this Contract are not recoverable against
other areas in the Region in which any Contractor Entity is party to a praduction sharing
contract or has any other interest.

CLAUSE 26 ~ PROFIT PETROLEUM

DeEfINIMIONS

26.1

Under this Contract:

(a) “Cumulative Costs™ means, as of any time of determination, total Petraleum
Costs actually incurred by the Contractor from the Effective Date to such time
of determination.

(b) “Cumulative Revenues” means, as of any time of determination, total
Revenues actually received by the Contractor Entities from the Effective Date to
such time of determination, howsoever characterised, including Revenues
characterised as recovery of Petroleum Costs, Profit Petroleum, or otherwise.

(c) “Profit Petroleum” means Profit Oil and Profit Gas.

(d) “Revenues” means funds actually received by the Contractor Entities in respect
their respective shares of Petroleum from the Contract Area.

(e) “R Factor” means a ratio calculated:

R = [x/y]

where:

R = the R Factor;

x = Cumulative Revenues; and

y = Cumulative Costs.

CactcuLarion orf R Facron

26.2

26.3

26.4

26.5

Within 30 days from the first day of each Semester starting on the 1" of January of the
Calendar Year following the Calendar Year in which First Production accurs, the
Contractor shall calculate the R Factor as of the last day of the preceding Semester and
promptly notify the Government thereof.

From First Production until the end of the Calendar Year in which First Production
occurs, the R Factar shall be deemed to be less than one.

The Contractor shall include, in its notification in accordance with clause 26.2,
comprehensive detail in respect of each element of Cumulative Revenues and
Cumulative Costs supporting each calculation of the R Factor.

The calculation of the R Factor will apply to all Proaduction Areas in the Contract Area
until a new R Factor calculation has been made in accordance with clause 26.2.
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From First Production and as and when Petroleum is being produced:

(a} the Contractor is to be attributed and allocated a percentage share of Profit
Petroleum, in consideration for the Contractor’s investment in the Petroleum
Operations;

(b) each Contractor Entity is to be attributed and allocated a percentage share of

the Contractor’s share of Prafit Petraleum in accordance with each Contractor’s
participating interest;

(c) the Government Interest Holders are to be attributed and allocated a
percentage share of Profit Petroleum in accordance with the participating
interest of the Gavernment Interest; and

(d) each Contractar Entity shall pay Capacity Building Payments based on the value
of Profit Petraleum attributed to each Contractar Entity.

The total amount of Profit Petroleum which will be attributed and allocated to the
Contractor and the Government Interest Holders from First Praduction in accordance
with their respective participating interests is:

(a} for Prafit Oil, an amount equal to the guantities of Petroleum resulting from
the application of the relevant percentage as indicated below to the daily
valume of production of Profit Oil within the Contract Area at the
correspanding Delivery Point:

*R" Factor Total Amount
R<or=1 30%
1<R<or=2.0 30-((30-15)x [R-1)/(2.0-1.0))%
R>20 15%
and
(b) for Profit Gas, equal to the quantities of Gas resulting from the application of

the relevant percentage as indicated below to the daily valume of production
of Profit Gas within the Contract Area at the corresponding Delivery Point:

*R" Factor Total Amount

R<or=1 38%

1<R<or=2.75 [38 - [(38 - 19) x (R-1)/{2.75-1))]%
R>2.75 19%

Prafit Petroleum which is attributed and allocated neither to the Contractor or
Government Interest Holder in accardance with clause 26.7 is to be attributed and
allocated to the Gavernment.

When the Contractor is unable to calculate the R Factor for the relevant Semester
before an allocation of Profit Petroleum for such Semester must be made, then the
Contractor shall apply the allocation of Profit Petroleum applicable to the previous
Semester. Upan the calculation of the R Factar for the relevant Semester:
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(a} if the attribution and allocation of Prafit Petroleum in the previous Semester
and the relevant Semester is the same, then no adjustment shall be made; and

(b) if the attribution and allocation of the Profit Petroleum in the two Semesters is
different, then the Contractor shall make any adjustments to the Parties' and
Government Interest Holders' respective shares of Profit Petroleum to restore
them to the position that they would have been in had the R Factor for the
relevant Semester been available from the start of such Semester,

Subject to clause 26.10.2, if the Contractor makes an error in the calculation of the R

Factor, resulting in a change in the Cantractor's percentage share of Profit Oil, Profit

Gas, or both, the necessary correction shall be made and any adjustments shall apply
from the Semester in which the error accurred.

26.10.1  The Party having benefited from a surplus of Profit Petroleum shall surrender
such surplus to the other Party, beginning fram the first day of the Semester
following the Semester in which the error was recognised.

26.10.2 Each lifting of Petroleum relating to such error by the Party receiving the
surplus shall not exceed 25% of the share of Profit Petraleum to which such
surrendering Party is entitled.

DecveRY ENTITLEMENTS

26.12

26.13

26.14

26.15

26.16

Subject, in the case of Gas, to clause 14 [Noturol Gos), each Contractor Entity is entitled
to receive at the Delivery Paint, take in kind, and to export freely its individual share of
the Contractor’s entitiement to Profit Petroleum in accordance with its participating
interest, and to retain Abroad any proceeds from the sale of all such Profit Petroleum.

Subject, in the case of Gas, to clause 14 [Noturol Gos), each Government Interest Holder
is entitled to receive at the Delivery Point, take in kind, and to export freely its individual
share of the Government Interest entitlement in accordance with its participating
interest, and to retain Abroad any proceeds fram the sale of all such Profit Petroleum.

The Contractor shall deliver quantities of Profit Petroleum due to the Government at the
Delivery Paint.

Title and risk of loss to Profit Petroleum will pass to each Party and Government Interest
Holder at the outlet flange of the Delivery Point.

The Gavernment is not entitled to increase the share of Profit Petroleum to which the
Government is entitled in any Calendar Year because of the Government's payment of
Incomes Taxes an behalf of all or any Cantractor Entities pursuant to clause 31.2.2,

Prooucrion ESTIMATES

26.17

At least 21 days before Contractor's estimated date of First Production and 30 days
before the first day of each Semester thereafter, the Cantractor shall deliver to the
Government the Contractor’s:

(a)} praduction forecast for the next four Semesters; and
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forecast of the quantities of Crude Oil and Natural Gas to which each Party and
the Government Interest Holders will be attributed and allocated during the
next four Semesters.

26.18 The Contractor shall endeavour to produce in each Semester not less than the forecast

guantity for such Semester.

AxxuaL Prooucrion Rerory

26.19  Within 90 days following the end of each Calendar Year, the Contractar shall prepare

and deliver an annual production repart to the Government.

16.19.1

The Cantractor shall set forth in such annual production report the gquantities of
Crude Oil and Natural Gas to which each Party and the Gaovernment Interest
Holder is entitled to be attributed and allocated, the quantities of Crude Qil and
Natural Gas lifted by each Party and Government Interest Holder, and the
resulting over-lift or under-lift position of each Party and Government Interest
Molder as at the end of such Calendar.

Cost REcOvERY FOR GOVERNMENT COSTS

26.20 Any costs or expenditure incurred by the Contractor in respect to the lifting of the

Goavernment's or Government Interest Holder's share of Petroleum will be Cost

Recaverable.

CLAUSE 27 —~ VALUATION AND METERING

Vawanon of Crupe O

27.1

27.2

The Contractor shall determine the value of Crude Oil produced in the Contract Area at

the end of each Month and each Quarter at the Delivery Point based an the

International Market Price.

“International Market Price” means the weighted average price per Barrel, expressed in

USS, obtained by the Contractor at the Delivery Paint, by netback if necessary, during

the Quarter or Month ending on the date of valuation for Arm's Length Sales of Crude

0il.

1121

1r.x.2

1123

The Cantractor shall provide evidence to the Gavernment that the sales of
Crude Qil for the purposes of determining International Market Price are Arm’s
Length Sales.

Any Dispute as to whether any sales are or are not Arm’s Length Sales may be
referred by the Contractor or the Government to an Expert for decision

pursuant to clause 42.

In the event that there either is no lifting of Crude Oil in the relevant Quarter or
Manth, or no Arm’s Length Sales, the applicable “International Market Price”
for such Quarter or Month shalf be the weighted average price per Barrel
obtained during that Quarter ar Month from equivalent sales of Crude Oil of
the same or similar gravity and quality from other production areas in the

Kurdistan Region sold in markets competing with Crude Oil produced from the
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Contract Area, taking into account gravity and guality differences and
transportation and other post Delivery Point costs.

Far purposes of clause 27.2.3, the Government and the Contractar shall, prior
to the start of First Production, agree on a basket of Crude Qil from other
preducers in the Kurdistan Region comparable to those produced in the
Contract Area and sold in the international market.

Prices abtained shall be adjusted to account for any variations such as quality,
specific gravity, sulphur content, transportation costs, product yield, seasonal
variations in price and demand, general market trends and other terms of sale.

VAWATION OF NATURAL GAS

27.3

PrOGUCTION STATEMENT

27.4

The Contractor shall determine the value of Natural Gas the end of each Manth and

each Quarter at the Delivery Point based an the actual price received from gas sales

contracts entered into in accordance with clause 14,

By the 10" day of each Manth, the Contractor shall provide a statement to the

Government {together with the Capacity Building Payment Monthly Statement as

required by clause 32.7] showing the Contractor’s calculations of the value of Petroleum

produced and sold from the Contract Area for the previous Month, Each such statement

must include:

(a}

(b)

(c)

(d)

MEASUREMENT

27.5

guantities of Crude Oil sald by the Contractor Entities during the preceding
Manth constituting Arm's Length Sales together with corresponding sale prices;

gquantities of Crude Oil sold by the Contractor Entities during the preceding
Maonth that do not fall in the category referred to in (a) above, together with
sale prices applied during such Month;

inventary in storage belonging to the Contractor Entities at the beginning and
at the end of the preceding Month; and

guantities of Gas sold by the Contractor Entities and the Government together
with sale prices realised during the preceding Manth,

The Contractor shall measure all Petroleum at the Delivery Point in accordance with Best

Practices and Applicable Law.

1751

1r.5.2

1753

11.5.4

The Cantractor shall install and operate all metering equipment.
The meters must be to fiscal meter standards in accardance with Best Practices.

The Cantractor shall periodically inspect and test the accuracy of the
Contractor’s metering equipment using means and methods in accordance with
Best Practices.

All measurements shall be adjusted to a pressure of 14.73 pounds per sguare
inch and a temperature of 60" Fahrenheit.
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The Government may at any time inspect the metering equipment installed by the
Contractor and all records, charts, measurements, and test Data at all reasonable times.

If any metering equipment is defective or not functioning properly, the Cantractor shall
promptly notify the Government upon the discovery thereof and use all reasonable
endeavours to repair, adjust, correct, or replace it pramptly (and in any event within 15
days).

2174 The "Adjustment Date” means the last date that the metering equipment was
known ar agreed to have been measuring correctly, or if not known or agreed,
the date that is midway between the date the defect was discovered and the
last date the equipment was known to have measured correctly.

2172 The results from the defective equipment shall be disregarded for the period
from the Adjustment Date until the date the defective equipment is repaired or
replaced, and the measurement far such period shall be estimated:

(a) if check measuring equipment is installed and registering accurately,
then by using the measurements recarded by such check measuring
eguipment;

(b) if check measuring equipment is not installed or not registering
accurately, then by correcting the error if the percentage of error is
ascertainable by verification, calibration or mathematical calculation;
or

(c) if neither method set out in clause 27.7.2(a) or 27.7.2(b) is feasible,
then by estimating the valume ar quantity delivered (or both) based
on deliveries during the preceding comparable period of time when
the metering equipment was registering accurately.

The Parties shall resolve any Dispute arising under this clause 27 by Expert
determination in accordance with the provisions of clause 42.

CLAUSE 28 - SALES ASSISTANCE

28.1

28.2

28.3

The Government may at its option and upon at least 90 days' prior notice require the
Contractor to market all or part of the Government's share of Crude Oil produced from
Oil Fields in the Contract Area. In such event the Government and the Contractor shall
enter into an appropriate agency contract with reference to international petraleum

practice.

As soon as possible after receipt of any such notice from the Government under clause
28.1, the Contractor shall provide the Gavernment all information available to it
concerning possible purchasers of the Government's Crude Qil, the price therefor, and
other terms and conditions of sale. With transmittal of such information Cantractor shall
specify the time within which the Government must determine whether or not
Contractor should proceed with such sale.

The Cantractor's obligations in respect of Natural Gas are governed by clause 14{Noturo!
Gaos).
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CLAUSE 29 - CURRENCY; FINANCIAL PROVISIONS

Reremence CuRRENCY

29.1

The USS shall be the unit of currency for all payments {whether revenue or cost),
bookkeeping, records, the Accounts, reporting, and all other purposes under this
Cantract.

Cunxexcy CONVERSION

29.2

29.3

29.4

Payments in currencies ather than USS shall be translated into USS at the average daily
selling and buying rates of exchange of the Calendar Manth preceding the Calendar
Maonth in which the due date for payments falls, as such average rate can be calculated
from the aforesaid daily rates of exchange published by the Central Bank of Irag.

Any currency conversion to be made under this Contract shall be at the exchange rate of
the Central Bank of Irag, provided such exchange rate applied to the Contractor Entities
shall not be less favourable than the rate offered by other private, commercial ar
industrial banks in the international market. In the absence of the Central Bank of iraq
or in the event that the Central Bank of Iraq is unable to provide the relevant exchange
rate, any currency conversion to be made under this Contract shall be at the exchange
rate of a reputable commercial bank carrying on business in the international market
and appraoved by the Parties.

The Contractor shall record any gain resulting from the exchange of currency as revenue
and credit such amount to the Accounts, and any loss will be Cost Recoverable.

PAYMENTS; NO OFFSET AGAINST GOVERNMENT

29.5

A Party making a payment ta the Government, including to the Capacity Building
Account ar to any revenue sharing account as agreed between the Government and the
government of the Republic of Irag, shall: (a) make such payment in USS$ an or before
the date when due in cleared funds by wire transfer from a reputable bank in
accordance with wire instructions provided by the Government; and (&) shall pay all
payments without {and free and clear of any deduction for) set-off or counterclaim.

2051  |If any payment is due to be paid to the Government on a day that is either not
an International Banking Day, then the payment will be due on the next
following International Banking Day.

2052 If a Party fails to make any payment to the Government when due, such Party
shall pay interest on such unpaid amount, compounded monthly, at the Agreed
Rate from the date when due to, but not including, the date when paid.

2053 Each Contractor Entity acknowledges and accepts that a fundamental principle
of this Contract is that the Contractor and each Contractar Entity must pay
amounts owed by it as and when required.

254 Each Contractor Entity waives any right to raise by way of set off ar invoke as a
defence to its obligations to make any payments to the Gavernment as
required by this Cantract, whether in law or equity, any failure by the
Government or any Contractar Entity to pay amounts due and owing under any
claim the Operator, a Contractor Entity, or any other Person may have against
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the Government, whether such claim arises under or relates to this Contract or
otherwise.

19055 The making of any payment to the Government, or the acceptance or use of
any payments by the Government, does not impair the rights of the Contractor,
any Contractor Entity, or the Government under clause 15 or English law.

2956 Each Party receiving a payment from another Party under this Contract shall,
upon receipt of a notice reguesting a receipt therefor, endeavour to provide
the other Party with a notice of receipt of such payment.

PAaYMENTS TO FUND FOR REVENUE SHARING

29.6

Upaon receipt of an instruction and wire instructions therefor from the Government and
in the event of the establishment of a fund for revenue sharing between the federal
government of Iraq and other regions (including the Kurdistan Regian) and governorates
of Iraq, the Contractor shall pay into such fund:

(a} any Rayalty payable in cash due to the Government pursuant to the provisions
of clause 24;

(b) praceeds from the sale of any Crude Qil undertaken by a Contractor Entity on
behalf of the Government pursuant to clause 28 to which the Government is
entitled pursuant to clause 26; and

(c) all Production Bonuses.

CURRENCY ASSURANCES

29.7

298

29.9

29.10

29.11

Each Contractor Entity shall at all times be entitled to freely convert into USS or any
other foreign currency any lragi dinars received in the framework of the Petrolesm
Operations and to freely transfer the same Abroad. The conversion rate shall be as
provided under clauses 29.2 and 29.3.

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

Each Contractor Entity and its Subcontractors shall have the right to freely open and
maintain bank accounts for Petroleum Operations within or autside the Kurdistan
Region.

Each Contractar Entity shall have the right to pay in any freely convertible currency all its
financial requirements for the Petroleum Operations and to convert thess currencies to
Iragi dinars in any bank in the Kurdistan Region, at the same exchange rate as provided
under clauses 29.2 and 29.3.

Each Contractar Entity shall have the right, without any restrictions, to freely repatriate
Abroad and to freely dispose of:
(a) any praoceeds received in the Kurdistan Regian from the sale of Petroleum; and

(b) any praceeds received from other operations and activities carried out under
this Contract in the Kurdistan Region.
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Each Contractor Entity shall have the right to pay in any foreign currency its
Subcontractors and its Expatriate personnel, either in the Kurdistan Region, other parts
of Iraq, or Abroad.

29121 Subcontractors and Expatriate personnel shall be obliged to transfer to the
Region the amount of foreign currency required for their local needs and shall
have the right to repatriate the proceeds of the sale of their belongings in
accordance with the regulations in force in the Kurdistan Region.

Each Contractar Entity's Affiliates, Subcontractors, and their respective employees and
persannel shall equally benefit from the same rights as such Contractor Entity and its
employees in respect of this clause 29,

29131 Where the Contractor, or any Subcontractors of Contractor, has guaranteed the
full and proper discharge by any Expatriate employee engaged in Petroleum
Operations of his liability to the personal Income Tax under Kurdistan Region
Law, that employee will be entitled to receive the whole or any part of his
remuneration in the country in which he is normally resident.

In respect of the assurances provided in clauses 29.6 through 29.13, the Contractor shall
comply with the procedures and formalities required by Applicable Law in respect of
foreign exchange.

CLAUSE 30 - CusTOoMS

30.1

30.2

All services, Assets and Materials, vehicles, tools, spare parts, consumables, products,
and other items imported into the Kurdistan Region by the Contractor, any Contractor
Entity, its Affiliates, any Subcontractar aor any agent of any of the foregoing, for use or
consumption in the Petroleum Operations shall be admitted free and exempt from any
and all Taxes on impaort.

30.1.1 The Cantractor, any Contractor Entity, its Affiliates, its Subcontractars, and any
agent of any of the foregaing shall have the right to re-export from the
Kurdistan Region, free from all Taxes on export, any Assets and Materials,
equipment, goods, machinery, vehicles, tools, spare parts, consumables,
products, and other items that are no longer required for the Petroleusm
Operations, except where title has passed to the Government in accordance
with clause 20.

The Contractor, any Contractor Entity, its Affiliates, any Subcontractor, and any agent of
any of the foregoing, and the employees of the Contractor, a Contractor Entity or its
Affiliates, and Subcontractors (including their family members) shall have the right to
freely import into the Region and re-expaort from the Kurdistan Region any persanal
belongings and furniture free and exempt from any Taxes on import or export. The sale
in the Kurdistan Region of personal belongings and furniture of Expatriates must comply
with Applicable Law.

Each Contractor Entity and its Affiliates shall be entitled to freely export (subject, in the
case of Natural Gas, to clause 14) from the Kurdistan Regian, free of any Taxes, any
Petroleum to which it is entitled pursuant to the provisions of this Contract.
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The Government shall indemnify the Contractor, any Cantractor Entity, its Affiliates, any

Subcontractor or any agent of any of the foregaing, and their persannel (including their

family members) for any import or export Taxes referred to in clauses 30.1, 30.2 or 30.3.

CLAUSE 31 -~ TAXES

GENERAL

311

INcOME Tax

31.2

313

EXEMPTIONS

314

315

Except as expressly provided in this clavse 31, and without prejudice to the exemptions

expressly provided for in clause 30, each Contractar Entity, its Affiliates and any

Subcoantractor shall, for the entire duration of this Contract, be exempt from all Taxes as

a result of its income, Assets, and activities under this Contract.

31141

The Gavernment shall indemnify each Contractor Entity upon demand against
any liability to pay any Taxes assessed or imposed upon such Contractar Entity
which relate to any of the exemptions granted by the Government under this
clause 31.

Each Contractor Entity will be subject to income Tax on its income from Petrolesm

Operations.

3121

3122

5123

Each Contractar Entity shall, in accordance with Applicable Law, provide a
return to the appropriate Kurdistan Region tax authorities in accordance with
Kurdistan Region Law of its income subject to Income Tax, together with a
calculation of the amount of Income Tax due.

The Gavernment shall pay all Income Tax directly to the applicable Kurdistan
Region authorities for the account of each Contractor Entity in accordance with
the Contractor Entity’s tax return. The Government shall pay such Income
Taxes from the Government's share of Profit Petroleum.

The Gavernment shall, within 90 days after the end of each tax year, provide to
each Contractor Entity tax receipts from the appropriate Kurdistan Region
autharities confirming the payment in full of the Cantractor Entity’s Income Tax
for such tax year and that no Income Tax is owing.

As of the Effective Date, the Income Tax rate for companies under Kurdistan Region Law

is 15% of taxable income.

Each Contractar Entity, its Affiliates, and foreign Subcontractor shall be exempt from any

withholding tax on any interest or dividend paid by such Contractor Entity, Affiliate, or

Subcontractor.

Each Contractar Entity and its Affiliates shall be exempt from Additional Profits Tax,
Surface Tax, and Windfall Profits Taxes, as each of the foregoing is referred to in clause

40 of the Kurdistan Region Oil and Gas Law, or any successar equivalent Tax.
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WITHHOLOING fOR IRaq NATIONALS

31.6 Each Contractar Entity shall pay or withhold (and shall cause each Subcontractor to pay
or withhold) the personal Income Tax and social security contributions for which such
Contractor Entity or Subcontractor is abligated to pay or withhold in respect of its
employees who are Iraqi nationals, pursuant to the Law of Taxation (Law No. 5 of 1999)
and otherwise in accordance with Applicable Law. A Contractor Entity or Subcontractor
is only obligated in respect its own employees who are Iraqs nationals, and is not liable
under this clause 31.6 with respect to employees of any other Person.

Douste TAX TREATIES

31.7 Double tax treaties, to the extent recognised by the Government as effective in the
Region, will have effect to give relief from Taxes to, but not limited to, the Contractor
Entities, Subcontractors, and their respective employees in accaordance with the
pravisions of such double tax treaties, but will not impase an additional burden of
taxation an any such Contractor Entity, Subcontractar, or employee.

VAT Cost RECOVERY

318 Any Tax that is a value added or similar type of Tax will be considered as a Petroleum
Cost and will be Cost Recoverable, if not otherwise recovered under Applicable Law.

INDEPENDENT OSLIGATIONS

31.9 The provisions of this clause 31 apply individually to each Cantractor Entity. There is no
liability, duty, or abligation referred to in this clause 31 that is a joint and several liability
of the Contractor Entities together.

CLAUSE 32 - BONUSES; CAPACITY BUILDING PAYMENTS

SIGNATURE Boxus; CAPACITY BuiLoing Bonus;

32.1  The Contractor shall pay a Signature Bonus and a Capacity Building Banus as provided in
this clause 32.1.

3211  The Contractor shall pay an amount equal to US55,000,000 {such amount, the
“Signature Bonus”) within 30 days of the date of this Contract.

s2.1.2  The Contractor shall pay an amount equal to US5135,000,000 {such amount, the
“Capacity Building Bonus”) within 30 days of the date of this Cantract.

Prooucrion Bowuses

32.2 Each Contractar Entity shall pay to the Government the amounts as provided in clause
312.4 for, and in respect of, each Praduction Area (such payments pursuant to clauses
312.4), each a "Production Bonus”, and collectively, “Production Bonuses™).

323 For the purposes of calculating the cumulative amount of production in order to
determine whether a Production Bonus is payable, Natural Gas BOE: (a) does not indude
Natural Gas vsed for Petroleurn Operations (including re-injectian), but (b) does include
flared gas.
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In respect of production of Crude Qil and Natural Gas from the Cantract Area the
Contractor shall pay the following Production Bonuses to the Government within 30
days of the following relevant occurrence:

(a)} USS2,500,000 on First Production;

(b) US$5,000,000 when production reaches a cumulative amount of 10,000,000
Barrels of Crude Oil and Natural Gas BOE;

(c) USS$10,000,000 when praduction reaches a cumulative amount of 25,000,000
Barrels of Crude Oil and Natural Gas BOE; and

(d) US$20,000,000 when production reaches a cumulative amount of 50,000,000
Barrels of Crude Oil and Natural Gas BOE.

[Not used).

Caraciry BUILDING PAYMENTS

32.6

32.7

32.8

Each Contractor Entity shall pay Capacity Building Payments to the Governmentin
accordance with clauses 32.7 through 32.16(b).

3264 Each Contractar Entity is separately liable {and not jointly and severally liable
with any other Contractor Entity) to the Government for its obligations, duties
and liabilities under clauses 32.7 through 32.16(b).

On or befare the 10" day of each Manth in the Development Period, the Contractor
shall provide to the Government, together with the manthly praduction statement
prepared by the Contractar in accordance with clause 27.4 and paragraph 6.1, and the
monthly valuation statement in accordance with clause 25 and paragraph 7.1, a
statement (the “Capacity Building Payment Monthly Statement”| setting out the
Contractor’s calculation of the Capacity Building Value attributable to each Contractor
Entity for the preceding Month.

s2.r1  In each Capacity Building Payment Monthly Statement, the Contractor shall
detail each item taken into account in making its calculation of the Capacity
Building Payments due from each Contractor Entity, the quantities of Profit
Petroleum produced during the Month covered by such Capacity Building
Payment Monthly Statement, the volumes of such production sold, the
Capacity Building Value attributed to such sales, and the Capacity Building
Payment required to be paid with respect thereto by each Contractor Entity.

Except as provided in clauses 32.8.1 and 32 8.2, and subject to dause 29.5, on the same
date on which the Contractor provides the Contractor Entity’s Monthly Statement to the
Government in accordance with clause 32.7, each Cantractar Entity shall pay to the
Government the Capacity Building Payment stated as owed by such Cantractor Entity in
the Capacity Building Payment Manthly Statement.

5261 If the Contractor Entity has sold its Profit Petroleumn to [a) the Government ar a
Public Company |or a company or an entity owned and controlled, directly or
indxrectly, by a Public Company or the Government), or (b} the State Oil
Marketing Organsation (SOMO) or any Person owned or controlled by the
Government of Iraq, then {¢] the Contractor Entity will only be abligated to pay
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the Capacity Building Payment when and to the extent the Contractor Entity has
received payment by such Person.

3182 Clause 32.8.1 does not apply when a Contractor Entity sells its share of Profit
Petraleum to any Person not identified in clause 32.8.1.

Within 30 calendar days following the date on which the Contractor delivered the Final
End-of-Year Statement (as defined in Paragraph 10 of Annex B to the Government for
each Calendar Year in accordance with clause 26.19 and paragraph 10 of the Accounting
Procedure, and based on the information in such Final End-of-Year Statement, the
Contractor shall provide to the Government, in respect of each Contractor Entity, a
recanciliation of the actual aggregate amount of the Capacity Building Value and the
actual aggregate of the Capacity Building Payments payable by each Contractor Entity
for such Calendar Year period {the *Annual Reconciliation Statement”).

3291 If the results of an Annual Reconciliation Statement show that a Contractor
Entity was, in the aggregate over the Calendar Year period covered by the
Annual Reconciliation Statement, obligated to pay Capacity Building Payments
in an amount less than the actual aggregate Capacity Building Value attributed
to such Contractor Entity for such Calendar Year period, within 30 calendar
days following the same date on which the Contractor sent the Annual
Recanciliation Statement to the Government such Contractar Entity shall pay
(subject to the same exceptions as provided in clauses 32.8.1 and 32.8.2) the
amount of the underpayment as shown in the Annual Reconciliation
Statement.

3192 Subject to clause 32.9.2.1, if the results of an Annual Reconciliation Statement
show that a Contractor Entity has, in the aggregate over the Calendar Year
period covered by the Annual Reconciliation Statement, made Capacity Building
Payments in excess of the Capacity Building Value attributed to it during such
Calendar Year period, such Contractor Entity may submit an invoice to the
Government for reimbursement of excess Capacity Building Payments.

329.2.2 The Contractor Entity must send an invoice to the Government within
60 days following the date of the Annual Reconciliation Statement. if
the Contractor Entity fails to send an invoice within such 60-day
period, the Contractor Entity will be considered to have waived any
claim for reimbursement.

32922 Within 30 days of receipt of such invoice, the Government shall either:
(a} pay such invoice in full, or (b] notify the Contractor Entity that the
Contractor Entity will be entitled to deduct 15% of the amount
otherwise payable from the next following Capacity Building Payments
until the amount of the invoice has been paid in full.

32923 The right to receive payment under clause 32.9.2.2, either in full or by
way of set-off against future Capacity Building Payments as provided in
this clause 32.9, will be a Contractor Entity’s only remedy in respect of
any overpayment of Capacity Building Payments, and the Government
will have no obligation to make any reimbursement or ather
compensating payments to an affected Contractor Entity.
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The Government may enter into one or more Rights Sales without the cansent of the
Cantractor or any Contractor Entity.

32101 The Government shall provide timely notice to a Contractor Entity of any Rights
Sales to the extent that such Rights Sale may require the Contractor Entity to
make Capacity Building Payments to an account other than the Government or
the Capacity Building Account.

32.10.2 A "Rights Sale” means an Assignment of the Government’s rights to receive the
Capacity Building Payments.

Subject to clause 32,12, and notwithstanding any other provision of this Contract, any
lifting agreement, any sales or marketing agreement, or any other agreement: if a
Contractor Entity fails to pay a Capacity Building Payment in full when due, the
Gavernment will automatically be entitled, on not less than 60 days’ prior notice to the
defaulting Contractor Entity and the Contractor in the case of the first default, and not
less than 30 days' in the case of any subsequent default, to:

(a} lift, at the Delivery Paint, such amount of the defaulting Contractor Entity's
Profit Petroleum as is equal ta the value thereof in default; and

(b) continue to lift up to 20% of such defaulting Contractor Entity's Profit
Petroleum for the remainder of the Development Period.

32111 Therights of the Government to sell or otherwise dispose of Natural Gas will be
subject to clause 14,

A defaulting Contractor Entity will have a single cure period of 30 days only in respect of
its first default.

52121 |f the defaulting Contractor Entity pays the defaulted Capacity Building
Payments in full plus interest at the Agreed Rate within such 30-day cure
period, the Government shall not exercise its lifting rights under clause 32.11 in
respect of such defaulting Contractor Entity.

32.12.2 In the case of any subseguent default by the same defaulting Contractor Entity,
the Government may exercise its right to lift, whether or not the defaulting
Contractor Entity cures its default within the 30-day cure period or otherwise.

The lifting rights of the Government pursuant to clauses 32.11 and 32.12 are exercisable
by way of set-off, without first resort to legal process, and without any liability or claims
of the defaulting Contractor Entity, the Cantractor the Operator, or any other Person,
and notwithstanding any other provision of this Contract, any provision in any lifting
agreement, any provision of any Joint Operating Agreement, or any other agreement to
which the Cantractor or a defaulting Contractor Entity is a party.

32131 Each Contractor Entity shall ensure that all agreements in respect of the lifting
or sale (including swaps or other sales arrangements) of Profit Petroleum of
such Contractor Entity sets forth the Government's priority rights as set forth in
clauses 32.11 through 32.13.

32132 Any Dispute between a Contractor Entity and the Government in respect of a
claim that the Government, in exercising its rights under clauses 32.11 through
32.13, will be subject ta:
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(2} resolution in accardance with the lifting agreement among the
Contractor Entities and the Government in the same manner as any
other averlift or underlift is to be resolved between the parties
thereto; and

(b) clause 14 in respect of Natural Gas.

32.14 A defaulting Contractar Entity shall indemnify the Government from any Loss or Expense

that may in any way arise from the exercise by the Government of its rights in respect of

such defaulting Contractor Entity under clauses 32.11 through 32,13,

32141

31142

51143

51144

The Gavernment will retain control over the defence of, and any resolution or
settiement relating to, such Loss or Expense.

A defaulting Contractor Entity shall cooperate with the Government and
provide reasonable assistance in defending any claims against the Gavernment.

A claim for a Loss or Expense as set forth in 3 notice from the Government to a
defaulting Contractor Entity will be conclusively deemed to be a Loss or
Expense if the Contractar Entity fails to dispute the Government’s liability by
the end of a 30-day period following the effective date of the notice from the
Gavernment. The Contractar Entity shall promptly pay the deemed Loss or
Expense on demand.

The Government’s rights under clauses 32.11 through 32.14 are not exclusive
and are without prejudice to any other rights or remedies the Government may
have under law or this Contract.

32.15 Any Dispute between the Government and a Contractar Entity in respect of the

calculation of Capacity Building Value and the Capacity Building Payment due with

respect thereto that cannot be settled amicably within 60 days of the Government’s

final notice under clause 15.7 i< subject to resolution by an Expert in accordance with
clauses 15.8 and 42.

Caracity BUuilbing ACCounTt

32.16 To the extent permitted by Laws of the Kurdistan Region or as otherwise agreed with

the Government of Irag, the Government will:

(a}
(b)

()

(d)

maintain the Capacity Building Account;

instruct the Cantractor and the Contractor Entities, as applicable, to pay the
Capacity Building Bonus, and Capacity Building Payments to the Capacity
Building Account in accardance with wire instructions therefor provided by the
Gavernment ;

apply funds from the Capacity Building Account to fund infrastructure and
capacity building projects in the Kurdistan Region selected by the Government
in its sole discretion; and

periodically publish reparts of the Gavernment’s application of funds from the
Capacity Building Account in sufficient detail to identify the projects to which
the Government has applied the funds therein.
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No Cosr REcovEry

32.17 The Signature Bonus, Capacity Building Banuses, Production Bonus, and Capacity

Building Payments are not Cost Recoveratle.

CLAUSE 33 - PIPELINES

Cruoe OIL PrrELINES

33.1

33.2

333

334

The Government shall obtain any required Permits for the transportation of Crude Qilin
the Kurdistan Region and in Irag, as well as any necessary Permits and easement rights
for the construction of any pipelines and related facilities required for the Petroleum
Operations.

The Government undertakes to transfer to the Contractor its rights for transpartation of
Crude Qil by pipeline, to the extent of available capacity and in the national and regional
interest. The Contractor is entitled to design, construct, operate, and maintain pipelines
and any related facilities in the Kurdistan Region for the transpartation of Crude Oil
produced under this Contract.

Prior to the construction of any Crude Oil pipeline and related facilities as provided in
clause 33.2, the Contractor shall submit the following information to the Management
Cammittee in respect of any pipeline project:

(a) praposed pipeline route and related facilities;

(b) forecasted pipeline flow rate and capacity;

(c) estimated capital costs and operating costs of the pipeline and related fadlities;
(d) proposed financing schedule;

(e) construction schedule;

(f) general technical description of the pipeline and related fadilities;

(g) construction plans and tests;

(h) preventive measures for damage to the environment and third parties; and

(i) any other information relating to the pipeline project.

The Management Committee shall examine all the above information and shall, within
S0 days, approve or disapprove the proposed pipeline project.

Subject to available capadity, tie-in agreements, and pipeline crude oil minimum quality
specifications, the Contractor shall permit third parties to transpart their Petroleum
through any Crude Oil pipeline constructed by the Contractor on terms to be agreed
between the Contractor and such third party.

$3.4.1 Such terms must be reasonable commercial terms and must not discriminate
among potential third party users.

$34.2  The Contractar and the Government shall always have priority of access to such
pipelines.
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33.8

339

33.10

33.11

GAS PrPELINES

33.12
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All costs associated with the design, construction, operation, and maintenance of Crude
Oil pipelines and related facilities by Contractor upstream of the Delivery Paint of the
pipeline under this clause 33 {*Pipeline Costs”) will be Cost Recaverable.

The Cantractor shall have the absolute right, without any exceptions and for the entire
duration of this Contract, to use, free of Tax or tariff imposed by the Government, any
Crude Qil pipeline and related facilities constructed by the Contractor in accardance
with this clause 33 to: (a) transport Crude Oil produced from any Production Area and
(b) operate and maintain such Crude OQil pipeline and related facilities.,

All tariff and other payments to the Contractor from third party shippers (which include
all payments in respect of ship or pay obligations) for use of any pipeline and related
facilities under this clause 33 shall be applied to the recovery of Petroleum Costs until all
Pipeline Costs have been fully recovered by the Contractor pursuant to the pravisions of
this Contract.

3371 The Government will anly be entitied to receive tariffs paid by third party
shippers far their use of the Crude Oil pipeline and related facilities after
Pipeline Costs have been fully recavered by the Contractor.

$5.7.2 Except as provided in clause 33.7.3, the incremental costs of providing
transportation services for third party shippers up to the transportation
Delivery Paint will be considered Pipeline Costs and will be Cost Recoverable.

33.7.3 Incremental casts will not be Cast Recoverable in respect of payments to
shippers for Jost or unaccounted for Crude Oil, indemnities, damages for breach
of contract, costs and liabilities from Crude Oil purchase contracts, non-
contractual liabilities, personal injury, third-party envirenmental claims, and
any other form of expense that is not a direct operating expense.

Upan recovery by the Contractor of all Pipeline Casts, the aperating and maintenance
costs of any pipeline and its related facilities shall be borne by the Contractor, be
considered Petroleum Costs, and will be Cost Recoverable.

The Government shall have the same rights as the Contractor for use, free of charge, of

any pipeline and related facilities constructed by Contractor under this clause 33 for the
transportation of the share of Petroleum to which the Government is entitled under this
Contract.

The Contractor shall bear the cost of operation and maintenance of any Crude Oil
pipeline and related facilities constructed by Contractor under this clause 33 and all risks
of accidental loss or damage to such pipeline and related facilities while they are
required for Petroleum Operations.

Title to pipelines and related facilities in the Kurdistan Region belongs to the
Government.

The Contractor has no right and is not authorised to construct Natural Gas pipelines or
to ship Natural Gas, except in accardance with an agreed Domestic Gas Plan or an
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agreed Gas Export Plan and related Approved Development Plan. Pipelines and related
facilities for the transpartation of Natural Gas are governed by clause 14 (Noturol Gos).

CLAUSE 34 < UNITISATION

341

If a Reservoir extends beyond the Contract Area into an adjacent area (an “Adjacent
Contract Area”| which is the subject of another Petraleum Contract (as defined by the
Kurdistan Region Oil and Gas Law], or in the event 2 Reservoir of an Adjacent Cantract
Area extends into the Contract Area, the pravisions of clause 47, Paragraph Second, of
the Kurdistan Region Oil and Gas Law will apply.

The Contractor must agree with the contractor of the Adjacent Contract Area upon a
schedule for reaching agreement of the terms of the unitisation of the Reservoir, based
on reliable technical, operational, and economical parameters and in accordance with
Best Practices.

CLAUSE 35 ~ INDEMNIFICATION; INSURANCE

Lasiury

35.1

35.2

Subject to the other provisions of this Contract, the Contractor, in its capacity as the
entity responsible for the execution of the Petroleum Operations within the Contract
Area, shall be liable to third parties to the extent provided under Applicable Law for any
Loss and Expense caused to such third parties in the conduct of Petroleum Operations.

Notwithstanding the other provisions of this Contract and except as provided in clause
315.2.1, the Contractor will not be liable to the Government or a Government Interest
Molder, or any governmental authorities, bodies, courts, or political subdivisions in the
Kurdistan Region for any Loss or Expense resulting from the Contractor's conduct of
Petroleum Operations (other than personal injuries, industrial illness, or death).

35.2.1  Clause 35.2 does not apply in respect of any Loss or Expense arising out of or
related to (a) the wilful misconduct or gross negligence of the Contractor, ar {b)
a material failure to conduct Petraleurn Operations in accordance with the
terms of this Contract.

INDEMNIFICATION

353

The Contractor shall indemnify the Government against all Loss and Expense arising
under any claim, demand, action, or proceeding brought or instituted against the
Government by any:

(a} employee of the Contractor or of any Subcontractar or by any dependent
thereof, for personal injuries, industrial illness, death or damage to personal
property sustained in connection with, related to ar arising out of the
performance or non-perfarmance of this Contract regardiess of the fault or
negligence in whole or in part of any entity or individual other than the
Gavernment; and
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(b) with respect to all claims, demands, actions, or proceedings made by third
parties arising out of or related to Petroleum Operations.

The Government will retain control over the defence of, and any resolution or settlement
relating to, all claims, demands, actions, or proceedings made by third parties, including
any employee of the Contractor or of any Subcontractor or by any dependent thereof.

3541 The Contractor shall cooperate with the Government and provide reasonable
assistance in defending all claims, demands, actions or proceedings made by
third parties, including any employee of the Contractar ar of any Subcontractor
or by any dependent thereof, against the Government.

3542 A claim for Loss or Expense in respect of any claim, demand, action, or
proceeding made by third parties against the Gavernment (including those made
by any employee of the Cantractor or of any Subcontractor or by any
dependent thereof), as set forth in a notice from the Government to the
Contractor will be conclusively considered a Loss or Expense payable by the
Contractor if: [a) the Contractor consents thereto, or (b) the Contractor fails to
dispute the Government’s liability, in whole or in part, by the end of a 30-day
periad following receipt of the notice from the Government to the Contractor.
The Contractor shall promptly pay such Loss or Expense an demand.

NOTICE OF INJURIES AND EMERGENCIES

35.5

35.6

The Cantractor shall take all necessary steps to respond to, and shall promptly notify the
Government of, all emergency and other events (including personal injuries, explosions,
leaks and spills), occurring in relation to the Petroleum Operations which are causing or
likely to cause material environmental damage or material risk to health and safety.
Such notice shall include a summary description of the circumstances and steps taken
and planned by the Contractor to contral and remedy the situation.

3511 The Cantractor shall provide such additional reports to the Government as are
reasonably necessary in respect of the effects of such events and the course of
all actions taken to prevent further loss and to mitigate deleterious effects.

In the event of emergency situations as set out in clause 35.5 and at the request of the
Cantractor, the Government shall assist the Contractor to the extent possible in any
emergency response, remedial, or repair effort by: {a] making available any labour,
materials, and equipment in reasonable quantities requested by the Contractar that are
not otherwise readily available to the Cantractor; and (b facilitating the measures taken
by the Contractor to bring into the Kurdistan Region personnel and Assets and Materials
to be used in any such emergency response or remedial or repair effort.

35.6.1 The Cantractor shall reimburse the Government's reasonable and necessary
costs incurred in such efforts, which reimbursed amounts shall be considered
Petroleum Costs and will be Cost Recoverable, unless the emergency was
caused by the gross negligence or wilful misconduct of the Cantractor or a
breach of the Contractor’s obligations hereunder.

35.6.2  Any assistance that the Gavernment provides will be without prejudice and in
addition to any indemnification rights the Government may have under this
Contract or Applicable Law.
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ConsequenTiaL DaMAGES LIMITATION

35.7

INSURANCE

35.8

35.9

35.10

35.11

35.12

Except as expressly provided otherwise, no Party will be lable to another Party under
the Contract for or in respect of any indirect, incidental, consequential, or exemplary
loss ar damages, including with respect to the Contractor, any liability or damages with
respect to actual or alleged damage to any Reservair within the Contract Area (and any
extension of such Reservoir outside of the Contract Area), and any loss of Petroleum
production by the Contractor, unless caused by the wilful misconduct or gross
negligence of the Cantractor.

The Contractor shall obtain and maintain any insurance required by applicable Kurdistan
Region Law, in accordance with Best Practices, and any insurance required by the
Management Committee; which insurances, at a minimum, must provide sufficient

cover for:
(a} loss of and damage to Assets and Materials; and
(b) persanal injury, damage to third parties, and pallution caused by or arising

from Petroleum Operations.

The Contractor shall ensure that all insurance policies shall name the Government as an
additional insured party and include a waiver of subrogation protecting the Gavernment
against any Loss or Expense resulting from any Petroleum Operation conducted by or on
behalf of the Cantractor under this Contract, to the extent that the Contractor is liable
for such Loss ar Expense under this Contract.

3591  The Contractor is not obligated to purchase insurance caver for any claims
arising from negligence or wilful misconduct of the Gavernment or of any
Public Company or af any of their respective subcontractars or personnel.

Upan the Gavernment’s written request, the Contractor shall praovide the Government
with insurance certificates, including necessary details, for any insurance paolicy
maintained by the Contractor.

Each Contractor Entity shall be responsible for the filing of all claims made under any
insurance policy maintained by such Contractor Entity which relates to this Contract.
Any premiums and payments relating to such insurance policies [other than political risk
insurance) shall be considered Petroleum Costs and will be Cost Recoverable.

In any insurance policy which is required by this Contract, the amount for which the
Contractor itself is liable will, in the event of any insurance claim, be considered a
Petroleum Cost, and will be Cost Recoverable. Palitical risk insurance is never Cost
Recoverable, unless such uninsured amaount is contrary to Best Practices or Applicable
Law.
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CLAUSE 36 ~ RECORDS; CONFIDENTIALITY

INFORMATION

36.1

36.2

36.3

36.4

36.5

36.6

The Cantractor shall keep all records, Data and information relating to the Petroleum
Operations in accordance with Kurdistan Region Laws and Best Practices.

Upon the Gavernment’s written request, the Contractor shall provide the Government
with samples of any rocks or any ather items extracted during the Petroleum
Operations.

The Gavernment shall have title to all Data and information, whether raw, derived,
processed, interpreted or analysed, abtained pursuant to this Contract.

Each Contractar Entity shall have the right, without any limitation, to send Abroad
copies of all reports and Data, magnetic tapes and other Data relating to the Petroleum
Operations. Magnetic tapes or other Data, the original of which must be analysed and
processed Abroad, may be transported out of the Kurdistan Region.

Any representatives authorised by the Government and notified to the Contractar shall,
upon reasonable prior written notice, have reasonable access to any information and
Data relating to the Contract Area in the possession of the Contractor which the
Contractor is obliged to provide to the Government pursuant to this Contract. It is
understood that, when exercising such right, the Government shall ensure it does not
unduly interfere with or hinder the Contractor’s rights and activities.

The Cantractor shall provide the Gavernment with all information, analyses repaorts,
tapes, Data, and other information:
(a)} as itis obliged to provide the Government pursuant to this Contract; and

(b) upon the request of the Government and upon termination of this Contract, in
respect of Petroleum Operations as requested by the Government.

CONFIDENTIAL INFORMATION

36.7

Except s provided in clause 36.8, each Party shall [a] keep all Data and information
relating to this Cantract and the Petroleum Operations confidential during the entire
term of this Contract and (b} not divuige or disclose such Data or information to third
parties without the specific consent of the other Parties, such consent not to be
unreasonably withheld or delayed. The foregoing confidentiality abligation does not
apply to information or Data which:

(a) is, or, thraugh no fault of the disclosing Party, becomes part of the public
domain (information known to other contractors in the Kurdistan Region or
elsewhere is not presumptively in the public domain);

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

(c) is required to be furnished in compliance with any Law applicable to it, by a
competent governmental authority with jurisdiction over such Party ar its
Affiliates, by a court order or any other legal proceedings with jurisdiction over
such Party ar an Affiliate; or
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(d) is required to be disclosed pursuant to the rules or regulations of any
government or recognised stock exchange having jurisdiction aver a Cantractor
Entity or an Affiliate.

Notwithstanding the foregoing in clause 36.7, in accordance with Best Practices and
subject to clause 36.8.1, such Data and infarmation may be disclosed to:

(a} Affiliates of each Contractor Entity;

(b) employees, officers and directors of each Contractar Entity and their respective
Affiliated Campanies for the purpose of the Petroleum Operations, subject ta
each such entity taking customary precautions to ensure such information is
kept canfidential;

(c) consultants or agents retained by any Contractor Entity or its Affiliates for the
purpose of analysing or evaluating information or Data;

(d) banks or financial institutions retained by any Contractor Entity or its Affiliates
with a view to financing Petroleum Operatians, including any professional
consultants retained by such bank or financial institution;

(e) bona fide prospective assignees of a participating interest under this Contract
(including any Person with whom a Contractor Entity or an Affiliate of such
Cantractor Entity are conducting bono fide negotiations directed towards a
merger, cansolidation or the sale of a material partion of its or such Affiliate’s
equity ownership interests);

(f) prospective or actual Subcontractors and suppliers engaged by a Party where
disclosure of such information is essential to such Subcontractar’s or supplier’s
agreement to work for such Party;

(g) any other Person or entity with the prior consent of the non-disclosing Party;
and
(h) by the Government, except in respect of intellectual property or trade secrets

of the Contractar ar any Cantractor Entity and their respective Subcontractors.

36.8.1 No Contractor Entity may make a disclosure pursuant to clauses 36.8 (¢}, {d),
(e), or [f}, unless the recipient has entered into a confidentiality undertaking no
less encompassing than the provisions hereof.

Any Data and information relating to relinguished or surrendered areas under this
Contract shall become the exclusive property of the Gavernment. The Government will
have the right to use such Data and information for any purpose, and in particular for
the purpose of promoting such relinquished areas. Each Contractor Entity shall be
entitled to keep copies of such Data and information and to use such Data and
infarmation for any purpose.

Subject to the provisions of this clause 36, the Contractor may not sell nor exchange any
Data related to Petraleum Operations without the approval of the Government, which
approval shall not be unreasonably withheld or delayed where, in the Contractor's
reasonable opinion, such sale or exchange would benefit Petroleum Operations.
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CLAUSE 37 ~ ENVIRONMENTAL; WORKER SAFETY AND HEALTH

GENERAL

37.1

37.2

373

374

The Cantractor shall carry out Petroleum Operations, and procure that they are carried

out, in such a manner as to:

(a} pratect the natural environment and ensure that Petroleum Operations result
in minimum ecological damage or destruction;

(b) ensure the safety, health and welfare of Persons in or affected by Petroleum
Operations;
(c) manage the resources in a way which has long-term benefits to the Kurdistan

Region and the Contractor;

(d) maintain in safe and good condition and repair, the Contract Area and all
structures, facilities, installations, equipment and other property, and other
works, used or to be used in Petroleum Operations;

(e) on the earlier of: (i} the termination of this Contract; and {ii) when no longer
required for Petroleum Operations; and, in either case, except with the consent
of the Government; or unless this Contract otherwise provides, abandon,
decommission, remove or dispose of the property and other warks mentioned
in paragraph [d), ¢clean up the Contract Area and make it good and safe, and
protect and restore the natural environment;

(f) contral the flow and prevent the waste or escape of Petroleum, water ar any
product used in or derived by processing Petroleum;

(gl prevent the escape of any mixture of water or drilling fluid with Petroleum;
(h) prevent damage to Petroleum-bearing strata in or outside the Contract Area;
(i) except with the consent of the Government, keep separate each Reservoir

Discovered in the Contract Area, and such of the sources of water discovered in
the Contract Area as the Government directs;

(i) prevent water or any other matter entering any Reservoir through wells in the
Contract Area, except when reguired by, and in accordance with, the
Development Plan and Best Practices and the EHS Standards;

(k) minimise interference with pre-existing rights and activities; and
(h remedy in a timely fashion any damage caused to the natural environment.
The Contractor shall implement a health, safety and environment program and take

necessary measures to ensure hygiene, health and safety of its personnel carrying out
Petroleum Operations in accardance with Best Practices (“EMS Standards”).

The EMS Standards must be no less stringent than those set out in the relevant World
Bank Group Enviranmental, Health, and Safety Guidelines
(http:/Swww.ifc.org/ifcext/sustainability.nsf/Content/EHSGuidelines).

The measures the Contractor must take include the following:

(a) supplying first aid and safety equipment for each work area and maintaining a
healthy environment far personnel;
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(b) reporting to the Government within 72 hours of such accident, any accident
where persannel has been injured while engaged in Petroleum Operations and
resulting in such personnel being unable to return to work;

(c) implementing a permit-to-work procedure around hazardous Assets and
Materials and installations;

(d) providing safe storage areas for explosives, detonators and any other
dangerous products used in the operations;

(e) supplying fire extinguishing equipment in each wark area;

(fn measures for the purpose of taking contral of any blow out or fire which could
damage the environment ar Petraleum Field, in accordance with Best Practices;
and

(g) measures for the purpose of preventing any involuntary injection of fluids in

Petroleum formations and production of Crude Oil and Natural Gas at rates
that do not conform to MER.

Within 90 days fram the Effective Date, the Contractor shall propose EHS Monitors to
the Government to conduct periodic manitoring of the Petroleum Operations of the
Contractor’s health, safety, and environment program.

3751 The Government may, at any time, appoint such EHS Monitors as it wishes.
3752 The Contractor shall pay the reasanable fees and expenses of the EHS Monitors.

3753 The fees and expenses of the EHS Monitors will be Cast Recoverable.

Within 180 days of the Effective Date, the Company must deliver a comprehensive and
detailed environmental impact report {*EIR") prepared in accordance with Best
Practices.

37614  The Government may require that such EIR be reviewed and validated by a
recognised independent environmental consultant selected by the Government
(at the cost of the Contractor, which costs will be Cost Recoverable), and may
post the report on the Government's website to invite public comments.

The Cantractaor must provide an environmental impact assessment ("EIAY) report
together with its Development Plan and a final EIA not less than 180 days befare the
stheduled start of decommissioning operations or the scheduled expiration of this
Contract, whichever is earlier.

E3 8 1 If the Contractor does nat cause the final EIA to be delivered in accordance
with this clause 37.7, then the Government will be entitled to produce such ElA
and the Contractor shall pay all costs in respect therewith (which costs will be
Cost Recoverable).
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EMMP

37.8  The Company must provide an environmental management and monitaring plan (the
"EMMPY) satisfactory in all respects to the Government, befare the Government will
authorise start of Petroleum Operations.

3161 Such EMMP must establish such procedures as may be reasonably necessary to
continuously determine and assure that:

(a} all Petraleumn Operations are in compliance with and do not violate the
requirements of Applicable Law or this Contract;

(b) no hazardous substances or solid wastes are disposed of or otherwise
released on ar to any property except in compliance with the EMS
Standards;

(c) no hazardous substance will be released on ar to any property in a
gquantity equal to or exceeding that quantity which would reguire
reporting under Applicable Law or the EHS Standards; and

(d) no waste or hazardous substance s released so as to pose an
imminent and substantial endangerment to public health or welfare or
the enviranment.

SeLr MonNITORING REPORTS

37.9  The Contractor shall provide self monitoring reports to the Government following the
Operator's standard practice as set forth in the “Corporate Sustainability Report” of
Hess, a copy of which has been provided to the Government.

REUNQUISHED AREAS

37.10 Prior to relinquishing a portion of the Contract Area, the Contractor shall take
reasonable measures to abandon the area to be relinquished in accordance with Best
Practices and the EHS Standards in similar physical and ecological environments.

371014 Such measures shall incddude removal ar closure in place of facilities and Assets
and Materials together with reasonable measures necessary for the
preservation of fauna, flora and ecosystems, allin accordance with Best
Practices in similar physical and ecological environments. The Contractar shall
only be respansible for site restoration or environmental damage to the extent
the same pertains solely and directly to Petroleum Operations conducted
pursuant to this Contract.

NATIONAL PARKS AND NATURE RESERVE AREAS

37.11  The Contractor shall take reasonable measures in accordance with Applicable Law, Best
Practices, and the EMS Standards in similar physical and ecologicsl enviconments to
minimise any adverse material impact on national parks and nature reserves which may
arise directly as a result of the Petroleum Operations.

EXPENDITURES

37.12 Any reasonable expenditure incurred by the Contractor in relation with this clause 37
will be Cost Recaverable,
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Pre-exisTinG CONDITIONS

37.13

The Contractar is not responsible for and will bear no cost, expense or liability for
claims, damages or losses arising out of or related to any pre-existing environmental
conditions or any acts of unrelated third parties.

37131 The Cantractor shall submit to the Government, for the Government’s
approval, a baseline environmental study of the Contract Area within 180 days
of the Effective Date.

SUSPENSION OF OPERATIONS

37.14

37.15

37.16

The Gavernment may, on not less than 24 hours’ notice, arder the Cantractor to
suspend all ar any part of its operations pending canclusion of a Government
investigatian into the circumstances of any incident, including possible vialations of EHS
Standards, invalving:

(a} persanal injury to any person in connection with the Project;

(b) an emission of hazardous substances or other release of hazardous substances
causing damage, injury, claims, or a threat of any of the foregoing constituting a
potential violation of EMS Standards;

(c) the presence in, on, under, or migrating from any part of the Contract Area |or
surface water on or groundwater under the Contract Area of any substance at a
concentration above the concentration at which the substance is normally
present in, on aor under land in the same locality; or

(d) the disposal of hazardous wastes in violation of the EHS Standards.

On not less than 30 days prior notice to the Contractar, the Government may arder the
Contractor to suspend all or any part of its Petroleum Operations when the Government
has determined that the Contractor has either significantly ar persistently failed to
satisfy the EHS Standards or is conducting project operations in a grossly negligent
manner that could endanger its employees, third parties, or the environment. Any
suspension arder under this clause 37.15 will not be lifted until the Government is
satisfied that the Contractor has a plan (satisfactory in all respects to the Government)
to come into full compliance with the EHS Standards.

On not less than 30 days’ prior natice to the Contractor, the Government may order the
Contractor to suspend all ar any part of Petroleum Operations until the Cantractor has
fully paid all outstanding liabilities arising from or related to significant environmental
damages or personal injuries, in either case caused by Petroleum Operations in breach
of the Contractor's obligations hereunder or Applicable Law.

CLAUSE 38 - DECOMMISSIONING

ACKNOWLEDGEMENT OF FUTURE Law

38.1

The Contractor acknawledges that there will likely be extensive future regulation of
Decommissioning Operations under Applicable Law.

3611 The Contractor acknowledges and accepts that Applicable Law may obligate the
Cantractor, and possibly the shareholders and ultimate parent company of
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each Contractor Entity, to post bonds or guarantees and to be liable for unpaid
decommissioning obligations.

DecomMmISSIONING PLaN AND Buoaer

38.2

38.3

38.4

The Contractor shall undertake Decommissioning Operations in accordance with Best
Practices in similar physical and ecological environments. The Contractar shall submit to
the Management Committee and the Government for their respective appravals, in
accordance with clause 8.4, a detailed plan and work program for decommissioning the
Production Area facilities and site restoration (the “Decommissioning Plan and Work
Program”} and forecasted Budget no later than 24 Months before the date estimated by
the Contractor for the end of Commercial Production from each Production Area.

36.21  The Management Committee shall provide comments, if any, on the
Decommissioning Plan within 90 days after receipt.

38.2.2  The Contractor's completion of Decommissioning Operations in accordance, in
all material respects, with the Decommissioning Plan for a Production Area
approved by the Management Committee and the Government will satisfy all
of the Contractor's obligations with respect to the performance of
Decommissioning Operations for such Production Area.

The Management Committee shall meet within 60 days following its receipt of
Contractor’s proposal to examine and approve the Decommissioning Plan and Budget.

The Contractor shall not undertake Decommissioning Operations unless the
Government has approved the Decommissioning Plan and Work Program, and Budget.

The Contractor shall on the first anniversary of the submission of the first
Decommissioning Work Program and Budget and annually thereafter (or at such
extended periods as may be agreed by the Government) during the term of this
Contract, submit to the Government revised Decommissioning Work Programs and
Budgets taking into account changes in the Development Plan and advances in Best
Practices.

DecommisSIONING RESERVE FUND

38.6

To enable the Contractor to recover the costs associated with Decommissioning
Operations, the Contractor shall either establish a segregated fund te fund
decommissioning and site restoration (a “Decommissioning Reserve Fund”) at a
financial institution satisfactory to the Government and under such escrow ar trust
terms as the Government may require, or provide such corporate or third party
guarantees ar bonds as the Government may require in accordance with Applicable Law.

38.6.1  The Decommissioning Reserve Fund must be established before the final 10
Calendar Years of the term of the Production Operatians of a Production Area.

36.6.2  Once established, the Contractor shall make regular contributions to the
Decommissioning Reserve Fund based upon estimated decommissioning and
site restoration costs in accordance with Best Practices.

36.6.3 The Contractor shall pay its contributions to the Decommissioning Reserve
Fund in USS.
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If, at the end of the term of the Production Operations of a Production Area, the
Government decides to take over production operations in the Production Area:

(a}) the Government shall become liable for Decommissioning Operations in such
Production Area;

(b) the contributions and any interest accumulated in the Decommissioning
Reserve Fund, to the extent that such contributions have been recaovered as
Petroleum Costs, shall be delivered and paid aver to the Government; and

(c) the Government shall release the Contractor and the Cantractor Entities from
any obligations relating to Decommissioning Operations and shall indemnify
the Contractor and the Contractor Entities for any costs, liabilities, expenses,
claims or obligations associated therewith to the extent permitted by
Applicable Law (including any caps an such liability as may be required by
Applicable Law or Government policy].

If the Contractor undertakes Decommissioning Operations in a Production Area, the
Contractor may use the contributions and any interest accumulated in the
Decommissioning Reserve Fund for the Decommissioning Operations.

If the Decommissioning Reserve Fund is paid to the Contractor and the
Decommissioning Reserve Fund is not sufficient to cover all Decommaissioning Costs for
the Contract Area, the Contractor shall pay the balance and the Contractor Entities, or
any of their Affiliates, may recover such balance from any other area which is the
subject of another Petroleum Contract (as defined by the Kurdistan Region Oil and Gas
Law) anywhere in the Kurdistan Region and, to the extent the balance is not recoverable
as aforesaid, such remaining balance shall be paid by the Government to the Contractor.

If the Decommissianing Reserve Fund is paid to the Contractor and the
Decommissioning Reserve Fund exceeds all Decommissioning Costs for the Contract
Area, the balance shall be transferred to the Government.

Any expenditure incurred by the Contractor in relation with this clause 38, including any
contributions to the Decommissioning Reserve Fund, shall be deemed Petroleum Casts
and will be Cost Recoverable.

CLAUSE 39 ~ ASSIGNMENT; CHANGE OF CONTROL

GENERAL

351

39.2

39.3

Clauses 39.2 through 39.6 do not apply to Government Interest Holders in respect of the
Goavernment Interest. The consent of any Government Interest Malder, in its capacity as
Government Interest Holder, is not required for any Assignment by a Contractor Entity.

Except as provided in clause 39.3, no Contractar Entity may Assign to any Person, in
whole or in part, any of its rights, privileges, duties or obligations under this Contract
without the prior consent of the Government, which consent the Government shall nat
unreasonably withhold or delay.

Any Assignment of all or any part of a Contractor Entity's rights, obligations, or interests
under this Contract without the prior consent of the Government ar that otherwise is in
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breach of this Contract or Applicable Law will be void as to the Assignee and the
Assignor will remain liable under this Contract.

No consent of the Government in respect of an Assignment by a Contractor Entity is
valid unless in writing and signed by the Prime Minister and the Minister of Natural
Resources of the Kurdistan Region.

No Contractor Entity is entitied to make an Assignment when it or the Contractor is in
default under any obligation under this Cantract.

ASSIGNMENT TO AFFILATES AND OTHER CONTRACTOR ENTITIES

39.6

A Contractor Entity that is not in default under any obligation under this Contract is
entitled to Assign its rights, privileges, duties and obligations under this Contract to an
Affiliate or to another Contractor Entity, provided the assignee enters into an agreement
with the Government, acceptable in form and content to the Government, to be bound
by the terms and conditions of this Contract.

3961 If a Contractor Entity Assigns any of its rights, privileges, duties ar abligations
under this Contract to an Affiliate of such Contractor Entity, the Assignor will
remain jointly and severally liable with the Assignee for the performance by the
assignee of all obligations, duties, and liabilities pertaining to the Assignment.

ASSIGNMENTS TO THIRD PARTIES

39.7

39.8

GOVERNMENT

39.9

A Contractor Entity proposing to Assign all or any part of its rights, obligations, and
interests under this Contract shall request the consent of the Government and the other
Contractor Entities, and accompany such request with:

(a} evidence of the technical and financial capability of the proposed third party
assignee and its controlling (directly or indirectly) shareholders;

(b) a letter of representations and warranties from the proposed assignee in form
and content acceptable to the Government including @ representation that the
proposed assignment will not to the knowledge of such Contractor Entity after
reasonably diligent investigation violate any Corrupt Practices Laws applicable
ta the Contractar Entity; and

(c) a letter of representations from the assignor in form and content satisfactory to
the Government, including a representation that the proposed assignment will
not to the knowledge of such Contractor Entity after reasonably diligent
investigation violate any Corrupt Practices Laws applicable to the Contractor
Entity.

Far any Assignment to be effective, the Parties and the relevant third party, if any, must
enter into a binding and enforceable instrument of assignment and novation with the
Government, which must include an undertaking by the assignee to fulfil the obligations
under this Contract which correspond to the assigned participating interest.

Except as provided in clause 4 in respect of the Government Interest, and as provided in
clauses 32.6 through 32.14, the Government shall not Assign all or any part of its rights
and obligations under this Contract to any Persan.
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Chanae or ConTroL

39.10

35.11

Taxes

39.12

“"Change of Control” means:

(a} any direct or indirect change of the identity of the Person wha Controls a
Contractor Entity (whether through merger, sale of shares or of other equity
interests, or otherwise, through a single transaction or series of transactions,
fram one or more transferors to one or more transferees); where

(b) “Control” means the power |including contingent powers) to cause a
Contractor Entity to do, or not da, an act that may otherwise be in the interest
of such Contractor Entity to do or not do, and whether such power is
exercisable pursuant to shareholders agreements, financing agreements, voting
rights agreements, management agreements, board memberships, direct or
beneficial ownership, or in any other direct or indirect way. For this purpose,
and without limiting the foregoing, any Person that owns 50% of the
outstanding voting securities {or equivalent ownership interests), determined
after accounting for all securities that are convertible into voting securities, of
any other Person will be conclusively considered to contral such other Person.

A Contractor Entity shall: {a) promptly notify the Government when such Contractar
Entity expects to be subject to a Change in Control and {b) request the consent of
Government with respect to such Change of Cantrol.

If a Contractor Entity Assigns all or part of its rights, obligations, and interests under this
Contract, in compliance with this clause 39, or is subject to a Change of Control
accomplished with the Gavernment’s consent, neither such Assignment nor Change of
Control will constitute a taxable event as to the assignor, assignee, or any other Person
under Kurdistan Region Law.

CLAUSE 40 - FORCE MAJEURE

Definmon

40.1

“Force Majeure” means any event: (1) that is unforeseeable, insurmountable, and
irresistible, not caused by any error or omission by the Contractor acting as a reasanable
and prudent operator and solely and directly caused by circumstances beyond the
contral of the Contractor as a reasonable and prudent aperator; and (2) which prevents
or impedes performance of all or part of the Contractor’s obligations under this
Contract. Such events include:

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

(b) strikes or other labour conflicts;
(c) accidents or blowouts;
(d) guarantine restrictions or epidemics;
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(e) any act, event, happening or occurrence due to natural cavses, in particular,
but without limitation, floods, starms, cyclones, fires, lightning, earthquakes, or
lack of water necessary for Petroleum Operations; and

(f) any acts or orders of any competent foreign governmental authority validly
asserting jurisdiction over the Contractor or a Cantractor Entity.

No delay, default, breach or omission of the Contractor or a Contractor Entity in the
performance of any of their respective obligations under this Cantract will be considered
a material breach of this Contract if such delay, default, breach or amission is due to
Farce Majeure,

The Cantractor shall promptly notify the Government of the occurrence of a Farce
Majeure Event and take all reasonably appropriate measures to perform its obligations
under this Contract to the extent possible.

The time resulting from any such delay or curtailment in the execution of such
obligations, increased by the time necessary to repair any damage resulting from or
occurred during such delay or curtailment, shall be added to any time period provided
under this Contract [including the Explaration Periaod and any extension thereto, any
Sub-Period and any extension thereto and any Development Period and any extension
theretol.

The Government and the Cantractor shall meet as soon as possible after the notification
of Force Majeure with a view to using reasonable endeavours to mitigate the effects
thereof.

An event affecting a Contractor Entity will be considered Force Majeure affecting the
Cantractor if the consequence of such Force Majeure prevents the performance of any
of the Contractar's obligations under this Contract. The application or potential
application of any Law applicable to a Contractor Entity ar any of its Affiliates, ather
than Kurdistan Region Law or other Laws of the Republic of Iraq, which could result in a
criminal or civil penalty ar sanction, is not Force Majeure.

The following events or circumstances will not constitute Force Majeure:

(a) any event or circumstance arising in connection with any Assets and Materials
or facilities other than the Assets and Materials and facilities of the Contractor
or a Contractor Entity or a Subcantractor;

(b) the breakdown or failure of any Assets caused by normal wear and tear or
caused by the failure of the Cantractor to maintain such Assets or to maintain a
suitable stack of spares;

(c) any event or circumstance affecting any third party;

(d) any event or circumstance which comprises or results from any wilful
misconduct or grass negligence of the Contractor, or any act or amission by the
Cantractor which could have been prevented or overcome by the exercise by
the Contractor of the standard of a reasonable and prudent operator acting in
accordance with Best Practices;
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(e) the imposition of sanctians by the Government due solely to the failure of the
Contractor to comply with any Applicable Law;

(f) change of Applicable Law; and

(gl the inability or the failure of the Contractor to raise sufficient financing for the
performance of the Contractor’s obligations hereunder.

The Contractor will not be entitled to relief in accordance with this clause 40, or having
become entitled will cease to be o entitled, to the extent that the Contractor fails to
comply with the requirements of this clause 40, unless such failure would itself qualify
as Farce Majeure.

The Contractor shall, to the greatest extent possible, continue to perfarm its obligations
in accordance with this Contract to the extent not prevented, impeded, or delayed by
Farce Majeure.

If Force Majeure occurs, the Cantractor shall take reasonable endeavours to bring the
Farce Majeure to an end and to resume full and proper performance of the obligation to
which the Force Majeure relates.

The Contractor shall give notice {a “Force Majeure Estimate”| to the Government at
each of the following times:

(a} forthwith after the day (the “Relevant Day”) upon which the Cantractor first
knew or ought reasonably to have known of the inability to perform an
obligation in accordance with this Cantract for which relief is sought;

(b) within 7 days from the Relevant Day and on the last day of each subsequent
period of 7 days thereafter; and

(3] forthwith after the Contractar anticipates that it will be able to resume
performance of the cavenant or obligation for which relief is sought.

Each Force Majeure Estimate shall contain the Contractor’s good faith best estimates of
the following information:

(a) full particulars of and the reasons for the Force Majeure event;

(b) the expected extent of the Cantractor's inability to perform any covenant or
obligation in accordance with this Contract;

(c) the expected duration of the Force Majeure from the Relevant Day and the
expected date that performance of the covenant or abligation to which the
Farce Majeure relates will be resumed (whether incrementally or in whole);
and

(d) the actions which the Contractor proposes to take to bring the Force Majeure
event to an end and to resume full and proper performance of the abligation to
which the Force Majeure relates and the Contractor’s estimate of the expected
schedule thereof.

The Cantractor shall ensure that each subseguent Force Majeure Estimate will contain
any of the above information not previously given notice of, a full repart confirming or
updating and amplifying the information contained in any previous Force Majeure
Estimates and such further information as the Government may reasonably request.
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CLAUSE 41 —~ SOVEREIGN IMMUNITY

411

41.2

This clavse 41 does not apply to the Government in respect of any Dispute arising out of
or related to: [a) the exercise of rights by the Government as set forth in clauses 32.11
and 32.12; (b] clause 4.13; or (c] clause 4 to the extent the Dispute is between the
Government and any holder of a Government Interest. The Government expressly
reserves all sovereign immunities in respect of the foregoing Disputes.

Each Party hereby fully and irrevocably waives any claim to immunity for itself or any of
its assets. This waiver includes any claim to immunity froam:

(a} any expert determination, mediation, or arbitration praceedings commenced
pursuant to clause 42;

(b) any judicial, administrative or other proceedings to aid the expert
determination, mediation, or arbitration proceedings commenced pursuant to

clause 42; and

(c) any effort to confirm, enforce or execute any decision, settlement, award,
judgment, service of process, execution order, or attachment (but not any pre-
judgment attachment) that results from an expert determination, mediation,
arbitration or any judicial, administrative, or other proceedings commenced
pursuant to this Contract.

CLAUSE 42 ~ DISPUTE RESOLUTION

Exclusion

42.1

This clause 42 does not apply to any Dispute arising out of or relating to the exercise of
rights by the Government as set forth in clauses 32.11 through 32.13, which Disputes
shall be subject to the exclusive jurisdiction of the courts of the Kurdistan Region located
in Erbil.

Norvice of DispuTE

Nesonianion

423

Subject ta the provisions of clause 42.3, a Party who desires to submit a Dispute for
resolution which has not been resolved by negotiation shall commence the Dispute
resolution process by praviding each other Party that is a party to the Dispute with a
notice of the Dispute {a *Notice of Dispute™).

4221 A Notice of Dispute must {a] identify the parties to the Dispute, contain a brief
statement of the nature of the Dispute, and the relief requested and (b)
request negotiations among the senior representatives of the parties to the
Dispute as set forth in clause 42,3,

The parties to the Dispute shall first seek to settle the Dispute by negotiation between
senior representatives with authority to negotiate the settlement of the Dispute. Such
senior representatives shall meet at a mutually acceptable date, time, and place to
attempt to resolve the Dispute.
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If the Dispute is not resolved by negotiation in accordance with clause 42.3 within 60
days after the date of the receipt by each party to the Dispute of the Notice of Dispute
or such further period as the parties to the Dispute may agree in writing, any party to
the Dispute may seek settlement of the dispute by mediation in accordance with the
London Court of International Arbitration ("LCIAY} Mediation Procedure, which
Pracedure shall be deemed to be incarparated by reference inta this clause, and the
parties to such Dispute shall submit to such mediation procedure.

If the Dispute is not settied within the earlier of [a) 60 days of the appointment of the
mediator, or such further period as the parties to the Dispute may otherwise agree
under the mediation procedure under clause 42,4, and {b) 120 days after the delivery of
the Notice of Dispute, any party to the Dispute may refer the Dispute to, and seek final
resolution by, arbitration under the LCIA Rules, which Rules are incorporated by
reference into this clause 42.5.

4251 An election by a Party to refer a Dispute to arbitration shall be construed as
meaning such Dispute shall be resolved by binding arbitration under the LCIA
Rules.

425.2 Except as specifically provided otherwise, no Dispute is subject to decision by
any court, and the Government specifically does not submit to the jurisdiction
of any court outside of the Kurdistan Region.

4253 Any arbitration shall be conducted by three arbitrators.

4254 If the parties to the Dispute are the Government and all the Cantractor Entities,
the Government and the Contractor shall each appoint one arbitrator. If the
parties to the Dispute are the Government and more than one, but not all the
Contractor Entities, the Government shall appoint one arbitrator and such
Contractor Entities shall appoint one arbitrator. If the parties to the Dispute are
the Government and one Contractor Entity, the Government and such
Contractor Entity shall each appaint one arbitrator.

4255  The two arbitrators so sappointed shall, in good faith, use all reasonable
endeavours to agree on the appointment of the third arbitrator, who will chair
the arbitral tribunal. In case of failure to appoint an arbitratar ar to agree on
the appointment of the third arbitrator, the Rules of the LCIA shall apply.

4256  The seat of arbitration shall be London, England. The language to be used in
any prior negotiation, mediation and in the arbitration shall be English. The
arbitral award may be enforced by any court of competent jurisdiction. Any
award shall be expressed in USS.

425.7  The Parties agree that the arbitral award will be final and not subject to any
appeal, including to the Courts of England on issues of Law.
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Exrery DETERMINATION

427

428

42.9

42.10

Any Dispute between all or any of the Parties in respect of clauses 15.8, 27.2 and 27.7,
and any Dispute the disputing parties agree to refer to an Expert, shall be submitted to
an Expert in accordance with this clause 42.6.

The Management Committee shall prepare and agree appropriate terms of reference
(“Terms of Reference™) for the Expert in respect to a Dispute to be submitted for
resolution by the Expert.

471 The Terms of Reference must set farth the duties of the Expert,

4272 The Terms of Reference must require the Expert to use reasanable endeavours
to issue an opinion within 45 days of the Expert’s receipt of the Terms of
Reference and the infarmation referred to in clause 42.2.

4213  The Management Committee shall promptly provide the Expert with approved
Terms of Reference.

Each Party to the Dispute shall have the right to provide the Expert with any written
infarmation which such Party considers relevant, pravided such written information is
provided to the Expert within 45 days after the Expert’s appointment.

4281 Such information shall be provided ta each other Party at the same time and
each such ather Party shall be entitled to provide comments an such
infarmation to the first Party and the Expert within 30 days after receiving such
information.

4282  The Expert may consider any information the Expert considers useful to reach a
decision.

Subject ta the provisions of clause 15.8, any decision of the Expert shall be final and shall
not be subject to any appeal, except in the case of manifest error or fraud.

Each Party to the Dispute shall pay an equal share of the costs and expenses of the
Expert.

CLAUSE 43 -~ FISCAL STABILITY

GENERAL

43.1

43.2

The Government shall maintain the stability of the fiscal conditions of the Parties under
this Caontract, as they result from Applicable Law in force as of the Effective Date, for the
entire duration of this Contract in accordance with this clause 43.

The provisions of the clause 43 do not apply to Government Interest Holders.

ACKNOWLEDGMENT OF FUTURE Laws

433

The Contractor acknowledges that the Government has advised it may propose Laws
which could have a beneficial or detrimental effect upon the fiscal position of the
Contractor, including Laws the primary purpose of which may be:

(a) the protection of the environment to the standards of the European Union;
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(b) the promotion of the health and safety of citizens of the Kurdistan Region to
the standards of the European Union;

(c) the promotion of the health and safety of personnel engaged in Petroleum
Operations to the standards of the Eurapean Union;

(d) the regulation of hazardous substances, including the transportation and
disposal thereof, to the standards of the European Union;

(e) decommissioning of petroleum facilities, including Wells and refineries, to the
standards of the European Union and Alberta, Canada;

(fn regulation of pipelines; and
(gl the regulation of companies.

The intraduction of such Laws will nat entitie the Contractor or any Contractor Entity to
any rights to any aiteration to the terms of this Cantract.

CHanaEe OoF Tax Law

434

435

DispuTES

43.6

43.7

If, at any time after the Effective Date:

(a} there is any change to Regional Tax Laws in force on the Effective Date (a
“Change of Tax Law"|; and
(b) the fiscal position of the Cantractor Entities under this Cantract is materially

either beneficially or detrimentally affected by such Change of Tax Law; then

(c) the Contractor and the Gavernment shall negotiate to alter the terms of this
Contract so as to place the Contractor Entities in the same averall economic
position (taking into account home country taxes) as that which the Original
Cantractor Entities {*Original Contractor Entities” means Hess and would have
been without any Change of Tax Law.

The Government will under no circumstances be liable to any Party ar Person for any
consequential or indirect losses because of any Change of Tax Law.

If a Party believes that a Change of Tax Law has beneficially or detrimentally affected the
Contractor Entity as provided in clause 43.4, and upon that Contractor Entity's request,
the Government shall meet with the Contractor Entities to decide an any necessary
measures or making any appropriate amendments to the terms of this Contract to place
the Contractor Entities in the position (taking into account hame country Taxes for the
Original Contractor Entity] as the Original Contractor Entity was in prior to the
occurrence of the Change of Tax Law.

Should the Government not agree with the Contractor in respect of the effect of the
Change of Tax Law, within 90 days of the request of the Party referred to in clause 43.6
(or such other period as may be agreed by the Parties], a Party may refer the Dispute to
arbitration as provided in clause 42 without first referring the matter to negotiation and
mediation.
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CLAUSE 44 - COMMUNICATIONS; NOTICES

44.1 A Party giving any natice or making any request, demand, or other communication to
another Party (each a “notice™) shall do so in writing, express the natice in English,
address such notice as provided in clause 44.2, and use one of the following methods to
deliver such notice, each of which, for the purposes of this Contract is a writing:

(a} persanal delivery;
(b) email; and
(c) internationally recognised air courier, with all fees prepaid, and, in the case of

any notice to the Gavernment, with a reputable international air courier

company with an establishment in Erbil in the Kurdistan Region.

44.2  Any notice or communication not provided in English is not valid unless acknowledged
and accepted by the recipient.

443 Each Party shall address notices in respect of this Contract:
To the Government:

Attention: His Excellency the Minister of Natural Resources
Address: Ministry of Natural Resources

Kurdistan Regional Government

Erbil, Kurdistan, Irag

Email: mnr@krgoil.cam

To a Contractor Entity:
Hess:
Hess Middle East New Ventures Limited
Attention: Exploration Business Manager
Address: c/o Level 9, The Adelphi Building
1-11 John Adam Street

London WC2N GAG

Telephone: +44(0)20 7331 3180

Email: nvaughn@hess.com

PKL:

Petroceltic Kurdistan Limited
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Attention: Tom Hickey

Address: 75 St Stephens Green,
Dublin 2, Ireland

Telephone: + 3531421 8300

Email: tom.hickey@ petraceltic.ie

A notice is effective only if the Party giving or making the notice has complied with this
clause 44 and if the addressee has received the notice.

4241 |fanotice is delivered to the recipient in person, the notice will be considered
received by the addressee by the date set forth in the signed receipt.

4642 If a Party sends a notice by an internationally recognised air courier in
accordance with this clause 44, the notice will be considered received by the
addressee by the date set forth in the signed receipt.

4643 If a Party sends a notice by email and the email transmission is followed by
delivery of the Natice by air courier in accordance with this clause 44 or is
acknowledged by the recipient, the notice will be considered to have been
delivered to the addressee when the email departed the gateway of the
sender.

A Party may change its address as set forth in clause 44.2 by a prior notice to the other
Party in accardance with this clause 44.

CLAUSE 45 -« TERMINATION

GENERAL

45.1

45.2

45.3

The Government undertakes to exercise its termination rights under this clause 45 in a
reasonable and proportionate manner, having regard for the nature and severity of the
triggering act or event, the identity of the Person at fault and the relative significance of
any adverse consequences to the Contractar ar a Contractor Entity that may arise from
the Government's exercise of its rights under this clause 45,

In any notice of termination given by the Government under this clause 45, the
Government must specify the grounds for exercising the termination right and the date
on which the Contract or the rights and interests of a Contractor Entity, as applicable,
will terminate.

The Contractor is not entitled to claim Force Majeure as a consequence of the
Government's exercise of its rights under this clause 45, and no obligation of the
Contractor will be suspended as a consequence of any Dispute with respect to the
Government's exercise of its rights under this clause 45.
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CONTRACTOR TERMINATION RiGHTS

45.4  The Contractor may terminate this Contract at any time during the Exploration Period
(as it may be extended pursuant to clauses 6.5, 6.6, and 6.7) or the Gas Field Holding
Period upon 30 days” prier notice to the Government.

AutomMATIC TERMINATION

45.5  This Contract will automatically terminate the end of the Exploration Period (including
any extensions as provided in clauses 6.5, 6.6, and £.7] without notice to the Contractor
if, as of the last day of the Exploration Period, if:

€] the Development Period has not started in respect of a Discovery of Crude Oil
or Gas Field; ar

(b) no Gas Field Holding Period is applicable with respect to a Gas Field.

45.6 In accordance with clause 7.13, this Contract will terminate:

(a} upan the relinquishment (whether mandatory, cansidered, or valuntary) of the
entire Contract Area; and

(b) with respect to all relinquished areas immediately upon relinguishment, and
the Contractor shall have no further rights with respect to such areas,

Conrupr Pracrices Laws

45.7  On not less than 30 days’ prior notice to the Contractor, the Government may terminate
this Contract if a competent authority has reasonably determined [in a proceeding
applying due process):

(a} that this Cantract has been obtained by the Contractor, or any Persan acting on
behalf of the Cantractor, in violation of Corrupt Practices Laws; or

(b) that a permit, approval, cansent, ar waiver in connection with this Contract or
Petroleum Operations has been obtained by the Contractor, ar any Person
acting on behalf of the Contractor, in violation of Corrupt Practices Laws.

45.8 Any final determination, judgment, sanction, or conviction (not subject to further appeal
on the issue}, including under a consent order in which there is a finding or admission of
the factual circumstances described in clause 45.7(a) or (b) [or both), of a judicial or
regulatory authority in the United States of America, England, or a legal jurisdiction
where a Contractor Entity or its ultimate parent company is incorparated, with
jurisdiction over a Contractor Entity or an Affiliate of such Contractor Entity, will be a
reasonable determination for the purposes of clause 45.3 and will be conclusively
determinative.

45.9 Unless the Government has cancelled a notice of termination this Caontract will be
terminated as of the end of such 30-day notice period.

OTHER GROUNDS FOR TERMINATION

45.10 The Government may terminate this Cantract, on not less than 90 days’ prior notice, if
the Contractor:

(a) fails to meet a material financial obligation in this Contract;
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(b) during the First Sub-Period does not carry out drilling and seismic acquisition,
as detailed in clause 10.3 or, during the Second Sub-Period (or earlier), does not
carry out drilling and seismic acquisition, as detailed in clause 10.4;

(c) interrupts Production for a period of more than 90 consecutive days with no
cause or justification acceptable in accordance with this Contract or under Best
Practices, it being recognised that Force Majeure is an acceptable justification
for such interruptions;

(d) uniess such extraction or production is expressly autharised or unavoidable as a
result of operations carried out in accordance with Best Practices, extracts or
praduces any mineral or object which is not covered by this Contract and does
so wilfully or in a manner that constitutes gross negligence or persistently after
receiving notice thereof; or

(e) refuses to abide by any negotiation, mediation, arbitration or expert decision
under clause 42,

45.10.1 |, within the 90-day notice period, the Contractor has either remedied the
default identified in such notice to the satisfaction of the Government, or the
Government has agreed another remedy with the Contractar, including

compensation, the Gavernment shall cancel such notice of termination.

45.10.2  |If, within such 90-day notice period, the conditions set forth in clause 45.8 have
not been satisfied, the Government may, on not less than 30 days’ notice,
terminate the Contract, and, unless such notice is cancelied by the Government
before the end of such 30-day period, this Contract will be terminated as of the

termination date set forth in the notice from the Government.
This Contract is subject to termination as provided in clause 14.

Where the Contractor comprises anly one Contractor Entity, the Government may
terminate the Contract on not less than 30 days’ notice to such Contractor Entity
following the accurrence of an Act of Insolvency, unless, within such 30-day period, the
Government cancels its notice based on evidence provided by the Contractor Entity that
the Act of Insolvency has been dismissed, discharged, or otherwise is no longer
applicable.

The rights and interests of an individual Contractor Entity will be automatically
terminated, without priar notice from the Government, if such Contractor Entity:

(a) is subject to a Change of Cantrol for which the Government has not given its
autharisation in accordance with clause 39.11; or

(b) has made or has purported to make an assignment of all or part of its interests
hereunder (including under any provision of a joint operating agreement)
without the prior consent of the Government in accordance with clause 319,
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CONSEQUENCES OF TERMINATION

45.14

45.15

45.16

45.17

45.18

45.19

Upan termination or expiration of this Contract:

(a} the Contractor |and each Contractor Entity} will no longer have, as of the
effective date of such termination, any further rights and interests under this
Cantract;

(b) all accrued rights and liabilities of the Contractor and of each Cantractor Entity

will survive; and

(c) the provisions of clauses 16.9, 30, 31, 35.1, 35.3, 35.4, 35.7, 36, 38.7(c), 41, and
42 will survive the termination or expiry of this Contract.

If the Government terminates the participating interests of a Contractor Entity, but not
the Contract, and there are remaining Contractor Entities:

(a} such terminated Contractor Entity will no longer have, as of the effective date
of such termination, any further rights and interests under this Contract;

(b) all accrued rights and liabilities of such terminated Contractor Entity will
survive; and

(c) as to and in respect of such terminated Contractor Entity, the provisions of
clauses, 16.9, 30, 31, 35.1, 35.3, 35.4, 35.7, 36, 38.7(c), 41, and 42 will survive
such termination.

If the participating interests of a Contractor Entity {or of Contractor Entities) are
terminated, but the Contract is not terminated and there are remaining Contractor
Entities, the Government may offer, on not less than 15 days’ prior notice from the
Government to the other Contractor Entities, to assign and novate such terminated
Contractor Entity’s participating interest, or any part thereof, to the remaining
Contractor Entities on such terms and in such amounts as the Government may
determine.

45.16.1  The Gavernment has no obligation to make such allocation and may retain the
terminated interest, provided that the Government will use reasonable

endeavours to find a new buyer for such interests,

No assignment, novation, transfer, or other disposition of a terminated Contractor
Entity’s participating interests to another Contractor Entity pursuant to this clause 45
will be a taxable event under Applicable Law as to the Contractor Entity receiving the
undivided interests of a terminated Contractor Entity.

Neither the Government, nor any Cantractor Entity, will assume any liabilities,
obligations, or duties of a terminated Contractor Entity in respect of the terminated
Contractor Entity’s undivided interest arising or accrued prior to the latter of:

(a) the effective date of the termination of such Contractor Entity; and

(b) in the case of assignment and novation to the remaining Contractor Entities,
the effective date of the reassignment and redistribution of the terminated
Contractor Entity’s interests to another Contractor Entity.

The Government will in no circumstances assume accrued liabilities, obligations, or
duties of a terminated Contractor Entity in respect of the terminated Contractor Entity's
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participating interest, whenever arising or accrued. All accrued liabilities will remain the
sole abligation of the terminated Contractor Entity.

No termination under this Contract, including in this clause 45, limits or impairs a Party’s
rights under English Law or Applicable Law in respect of termination.

CLAUSE 46 —~ GENERAL PROVISIONS

COUNTERPARTS

46.1

The Cantractor Entities and the Government may execute this Contract in counterparts,
each of which constitutes an original, and all of which, collectively, constitute anly one
agreement. The signatures of all of such Parties need not appear an the same
counterpart, and delivery of an executed counterpart signature page by facsimile or
electronic scan is as effective as executing and delivering this Contract in the presence of
the other Parties. In proving this Cantract, a Party must produce ar account only for the
executed counterpart of the Party to be charged.

AMENOMENTS; WAIVERS

46.2

46.3

46.4

46.5

The Government and the Cantractor may amend this Contract only by a written
agreement of the Gavernment and the Contractor that identifies itself as an amendment
to this Contract.

46.21 A Government Interest Holder, in such capacity, is not entitled to be a party to
any agreement amending this Contract, unless the terms of such amendment
affect any right or obligation of such Party as a holder of all or part of the
Government Interest.

46.2.2 The Gavernment shall notify Government Interest Holders of any praposed
amendments and signed amendments, and the Contractor will have no
obligation to notify Gavernment Interest Holders of any proposed amendments
and signed amendments.

A Party may waive any condition ar abligation of such Party in this Contract only by a
writing executed by such Party. A waiver made on one occasion will be effective only in
that instance and only for the purpose stated. A waiver once given is not to be

construed as a waiver on any future occasion. No waiver or amendment in respect of
this Contract will constitute a waiver or amendment of any other agreement or contract,
except as expressly set forth in such waiver ar amendment.

No failure or delay by a Party in exercising any right hereunder, or in reguiring the
satisfaction of any condition under, this Contract, and no act, omission, or course of
dealing between the Parties (or any other them), will operate as a waiver or estoppel of
any right or condition or any provision, right, or condition of this Contract.

Any single ar partial exercise of any right, power or remedy by a Party will not preciude
any other or future exercise thereof by such Party or the exercise by such Party of any
other right, power or remedy.
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ReGloNAL O AnD GAaS COuNncIL APPROVAL

46.6

Cosrs

46.7

The Government warrants that this Contract is approved for the purposes of the
Kurdistan Region Qil and Gas Law.

Each Party shall bear all costs incurred by it in connection with the preparation and
negotiation of and entry into this Contract and all documents to be entered into
pursuant to it. Such costs will not be recoverable as Petroleum Costs.

Errecrive Dare

46.8  This Contract is effective as of the date set forth on the signature page (the “Effective
Date”).
GOVERNING Law
46.9  This Contract, including any dispute arising therefrom, thereunder or in relation thereto
and the agreement to arbitrate in clause 42, is governed by English law. Except in
respect of Government Interest Holders, no term of this Contract is enfarceable under
the Contracts (Rights of Third Parties) Act 1999 by a Person who is not a Party to this
Contract.
ENTIRE AGREEMENT
46.10 As of the Effective Date, this Contract and the Letters of Representations constitute the

final, complete and exclusive expression of the Parties' agreement on the matters
contained in this Contract.

46.10.1  All prior and contemparaneous negotiations and agreements between the
Parties on the matters contained in this Contract are expressly merged into and
superseded by this Contract.

46.10.2 The provisions of this Contract may not be explained, supplemented or
qualified through evidence of trade usage or a prior course of dealings.

46.10.3 In entering into this Contract no Party has relied upon any statement,
representation, warranty, or agreement of any other Party or any other Person,
except for those expressly contained in this Contract, in the Letters of
Representations, and the Guarantee.

46.10.4 There is no candition precedent to the effectiveness of this Contract (except for
signature and delivery by the Government and the Contractor Entities).

46.10.5 There are no representations or warranties, in each case other than those
expressly stated in this Contract and the Letters of Representations.

[Signoture poge follows.]
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Date: Zé July 2011

For and on behalf of the GOVERNMENT 0F THE KURDISTAN REGION OF IRAQ

Barham Sallh
Prima Minister
Kurdistan Regional Government
On behaif of the Regional Councll
for the Qil and Gas Affairs of the Xurdistan Region - lraq

ar.nm

Ashtl Hawrami

Minister of Natura! Resources

Kurdistan Regional Government
On behalf of the Ministry of Natural Resources in the
Kurdistan Reglon

For the Cantractor and each Contractor Entity:

Hess Mipote EAsT New VENTURES LIMITED

......................................................

|| L L gy
O P At et

Petroceltic Kurdistan Limited

By:
PBTYNE ne i rirmeivodisosivonsyoesiensosiss
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Date: ZLojuly 2011

For and on behalf of the GOVERNMENT OF THE KURDISTAN REGION OF IRAQ

B tacicters miss amisn smamissasssdutinatos
Barham Salih
Prime Minister
Kurdistan Regional Government
On behalf of the Regional Council
for the Oll and Gas Affalrs of the Kurdistan Region - Iraq

Ashti Hawrami

Minister of Natural Resources

Kurdistan Regional Government
On behalf of the Ministry of Natural Resources In the
Kurdistan Region

For the Contractor and each Contractor Entity:

HEess MiDpLE EAST NEW VENTURES LIMITED

T T T P T T T
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Date: ~9 Jyly 2011

For and on behalf of the GOVERNMENT OF THE KURDISTAN REGION OF IRAQ

[ (- — O A e Al e
Barham Salih
Prime Minister
Kurdistan Regional Government
On behalf of the Regional Councll
for the Oil and Gas Affairs of the Kurdistan Region - Irag

A S ST
Ashti Hawrami
Minister of Natural Resources
Kurdistan Regional Government
On behalf of the Ministry of Netural Resources in the
Kurdistan Region

For the Contractor and each Contractor Entity:

Hess Mook EasT New VENTURES LIMITED

Petroceltic Kurdistan Limited

BB e vopensmeng ol b v s .
Name: 3-‘.’:\-.“\‘ .C"il_. (F\ kw‘;\\‘\‘
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ISignature poge te Production Sharing Contract — Dinartal
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Annex A

Map showing coordinates of the Dinarta Contract Area corner points

[see fallowing page]



.Q.

43°400"T

T By

4100000

“wl ; ‘IUUU

V‘
b i, 3
Np.’

.
¢

4080000

-s'/“

..’5;-1-

.44;,1‘_;;

oy

A--- o S

—

402 608

4060000

407 482

450 014

4067831 443307 | 364827 |

454738

4086 687 | 44 29 37 | 36 3916

446 901

4053174 | 442426 | 363722|

443 961

4066 300 | 442223 | 363902 |

437 205

4062683 | 4418 13 | 36 4228 |

417 438

4070662 | 4404 29 | 36 4541 |

4079015 | 434458 | 36 5102

391 368

4086831 | 434648 | 366621

a--:omlleolll>8

401 314

4088 499 | 4353 30 | 36 56547 |

Map respontibilies cake by Sembar Adviser Sirvan A A2ix
&

: Nawzad K. Aziz
25.7.2011

Dinarta Block
4421007

3«1], T

1:400,000

10

a0
Kilometers

3T°00"N



Production Sharing Contract - Dinarta

Annex B

Accounting Procedures

PARAGRAPH 1 - GENERAL PROVISIONS

11

1.2

13

14

Purpose

The purpose of this Annex B — Accounting Procedures is to classify expenditures, define further
Petroleum Costs (in addition to those defined as such in the clauses of the Contract), and
prescribe the manner in which the Accounts shall be prepared and approved.

Definitions

Words and phrases to which a meaning has been assigned in clause 1 or ather clauses of the
Contract shall have the same meaning when used in this Annex.

Inconsistency

In the event of any inconsistency or conflict between the provisions of these Accounting
Procedures and the main bady of the Contract, the provisions of the main body of the Contract
will cantrol.

Accounting Records and Reports

1414 The Contractor shall maintain the Accounts in accordance with clause 15 and this
Accounting Procedure.

1.4.2 Within 60 days of the Effective Date, the Contractor shall submit to and discuss with the
Government a proposed outline of charts of Accounts in accardance with generally
accepted standards and recognized accounting systems and consistent with normal
petroleum industry practice and procedures.

14.5 Within 90 days of receiving the above submission, the Gavernment shall either provide
written notification of its approval of the proposal ar request in writing revisions to the
praposal.

1.4.4 Within 180 days after the Effective Date, the Contractor and the Government shall agree
on the outline of charts of Accounts which describe the basis of the accounting system
and procedures to be developed and used under this Contract.

145 Following such agreement, the Contractor shall expeditiously prepare and provide the
Government with formal copies of the comprehensive charts of Accounts and manuals
related to the accounting, recording and reporting functions, and procedures which are,
and shall be, observed under the Contract.

14.6 Notwithstanding the generality of the foregoing, the Contractor shall provide regular
statements relating to the Petroleum Operations:

(a) Production Statements (Paragraph 6);

(b) Value of Production and Pricing Statements (Paragraph 7);
(c) Cost Recovery and Share Account Statements (Paragraph 8);
(d) Statements of Expenditures and Receipts (Paragraph 9);
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1.6

1.7

(e) Final End-of-Year Statements |Paragraph 10); and
(f) Budpget Statements (Paragrapgh 12).
147 All reports and statements shall be prepared in accordance with the Contract, Applicable

Law, and where there are no relevant provisions of either of these, in accordance with
Best Practices.

Language and Units of Account

All Accounts shall be maintained and prepared in the English language and shall be recorded in

US Dollars. Where necessary far clarification, the Contractor may also maintain Accounts in
other currencies.

Audit and Inspection Rights of the Government

The following provisions shall apply to any audit carried out in accordance with clauses 15.3 to
15.7:

16.1 For purposes of auditing, the Government, acting reasonably, may examine and verify,
at reasonable times upon reasonable prior written naotice to the Contractar, all
accounting recards, including charges and credits relating to the Petroleum Operations,
such as records of account, accounting entries, supporting recards and inventories,
vauchers, payraolls, invoices and any other documents, carrespondence and records
including electranic recards reasonably considered necessary by the Government to
audit and verify the charges and credits, values and treatments.

1.6.2 The auditors are entitled to visit and inspect at reasonable times, all sites, plants,
facilities, warehouses and offices of the Contractor directly or indirectly serving the
Petroleum Operations and to guestion personnel associated with those Petroleum
Operations.

16.5 Where the Government reguires verification of charges made by an Affiliate of a
Cantractor Entity, the Gavernment shall have the right to obtain an audit certificate for
such changes from an internationally recognized firm of public accountants acceptable
to both the Government and the Contractor.

16.4 All agreed adjustments resulting from an audit shall be promptly made in the Accounts
and any consequential adjustments to payments due to the Contractor or ta the
Government, as the case may be, shall be made promptly.

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

Accrual Basis, Cash Flow Basis and Reports

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

Values and Treatments

Values and treatments proposed by the Contractor relating to all Petroleum Costs shall be

subject to challenge by the Government in the course of audit to ensure that they are in
accordance with the provisions of this Accounting Procedure.
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PARAGRAPH 2 - COSTS AND EXPENSES

21

2.2

23

Segregation of Costs and Expenses

211 Petroleum Costs must be segregated in accordance with the purposes for which such
Petroleum Costs are made. The purposes which gualify are:

(a) those which have been included in the approved Work Program and Budget for
the year in which the Costs and Expenditures are made;

(b) expenditures incurred in cases of emergency under the Contract;

(3] any other purposes agreed in the Contract; and

(d) other itemms which have been agreed by the Government and the Contractor.
21.2 All Petroleurn Costs recaverable under Paragraph 3 as Petroleum Operations shall be

treated as set out in the balance of this Paragraph 2.

Exploration Costs

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

(a} aerial, geophysical, geochemical, paleontological, geological, topographical and seismic

surveys and studies and their interpretation and purchased gealogical and geophysical
infarmation;

(b) stratigraphic test hole drilling and water well drilling;

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

(d) facilities to the extent used in support of the purposes described in (a), [b), and (c],
including access roads;

(e) that portion of all service expenditures and that partion of all general and administrative
expenditures directly attributable to Exploration Costs ar allocated thereto on a
consistent and equitable basis; and

(f any other expenditure incurred in the search for and appraisal of Petroleum after the
Effective Date and not otherwise covered under this Paragraph 2.2,

Gas Marketing Costs

Gas Marketing Costs are all direct and allocated indirect costs and expenditures incurred in
carrying out Gas Marketing Operations in accordance with an Approved Gas Marketing Plan and
Budget and include that portion of all service expenditures and that portion of all general and
administrative expenditures directly attributable to Gas Marketing Costs or allocated thereto an
a consistent and fair basis.

Development Costs

Development Costs are all direct and allocated indirect costs and expenditures incurred in
carrying out Development Operations including all direct and allocated indirect costs and
expenditures incurred in:

(a} drilling wells which are completed as praducing wells and drilling wells for purposes of
praducing from a Petraleum reservoir, whether these wells are dry or praducing and
drilling wells for the injection of water or gas to enhance recovery of Petroleum.
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2.6

2.7

(b) completing wells by way of installation of casing or equipment or otherwise after a well
has been drilled for the purpose of bringing the well into use as a producing well or as a
well for the injection of water or gas to enhance recavery of Petroleum.

(c) the costs of Petroleum productian, transport and storage facilities such as pipelines,

flow lines, production and treatment units, wellhead equipment, subsurface equipment,
enhanced recovery systems, Petroleum storage facilities, and access roads for
praoduction activities.

(d) engineering and design studies for the wells and facilities referred to in {a), (b), and [¢);
and
(e) that portion of all service expenditures and that partion of all general and administrative

expenditures directly attributable to Development Costs or allocated thereto on a
consistent and equitable basis; and any other expenditure incurred in the Development
Operations and not otherwise covered under Paragraph 2.4,

Production Costs

Praduction Costs are all direct and allocated indirect costs and expenditures incurred in carrying
out Production Operations, including all direct and allocated indirect costs and expenses incurred
in Petroleum Operations after First Production which are other than Explaration Costs, Gas
Marketing Casts, Development Costs and Decommissioning Costs. Production Costs include that
partion of all service expenditures and that portion of all general and administrative expenditures
directly attributable to Production Casts or allocated thereto on a consistent and equitable basis.

Decommissioning Costs

Decommissioning Costs are all direct and allocated indirect costs and expenditures incurred in
carrying out Decammissioning Operations and include that portion of all service expenditures
and that portion of all general and administrative expenditures directly attributable ta
Decommissioning Costs or allocated thereto on 2 consistent and eguitable basis, and the
Decommissioning Reserve Fund shall be determined an such basis, in advance of incurring such
costs, as provided in clause 38 and, for the purposes of cost recavery, the contributions to the
Decommissioning Reserve Fund shall be recoverable in accordance with clause 38,

Service Expenditures

PR B Service expenditures are expenditures in support of Petroleum Operations including
warehouses, vehicles, motarized rolling equipment, aircraft, fire and security stations,
workshops, water and sewerage plants, power plants, housing, community and
recreational facilities and furniture, tools and equipment used in these activities.

Service expenditures in any Calendar Year shall include the costs incurred in such year to
purchase or canstruct, or both, such facilities as well as the annual costs of maintaining
and operating such facilities.

2.7.2 All service expenditures shall be regularly allocated as specified in Paragraphs 2.2, 2.3,
2.4,2.5 and 2.6 to Exploration Costs, Gas Marketing Costs, Development Costs,
Production Costs and Decommissioning Costs respectively and shall be separately shown
under each of these categories.

275 Where service expenditures are made in respect of shared facilities, the basis of
allocation of costs to Petroleum Operations shall be consistent and equitable and shall
be specified.
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2.8 General and Administrative Expenditures

161

General and administrative expenditures are:

(a) all main office, field office and general administrative expenditures in the
Kurdistan Region including supervisory, accounting, procurement and
employee relations services; and

(b) where the Cantractor is an Affiliate of a group of companies whose
headquarters is Abroad (a *Foreign Contractor”), an annual overhead charge
shall be made for services rendered (excluding the direct expenditures as
referred in Paragraph 3.1.2.{b}} by any Affiliate of the Foreign Contractor
outside the Kurdistan Region to support and manage Petroleum Operations
under the Cantract, or where the Contractor, not being a Foreign Contractor
draws upan the services of an Affiliate within the Kurdistan Region, an annual
overhead charge shall be made for services rendered {excluding the direct
expenditures as referred in Paragraphs 3.1.2 [a) and (b)) by such Affikate to
suppaort and manage Petroleum Operations under the Contract (such overhead
charge, “Parent Company Overhead”}.

Parent Company Overhead will be considered to cover the actual cost (salaries, wages
and labour burden, employee benefits, travel, hotel and other normally reimbursable
expenses paid by the Affiliste of a Contractor in accordance with its standard personnel
policy in force in the relevant period, provision of office accommodation and provision
of services reasonably necessary for operation and maintaining such staff offices)
incurred for services rendered by those functions of Contractor’s Affiliate, such as, but
not limited to, international production headquarters, international explaration
headquarters, treasury, payroll, taxation, insurance, legal, communications, computer
services, controllers, personnel, executive administrative management, research and
development, central engineering and process engineering which:

(a) cannot, without unreasonable effort and/or expenditure or without the release
of confidential Data proprietary to any of the Contractor’s Affiliates, be charged
under any other section of this Annex; and

(b) are properly allocable to Petroleum Operations under the Contract. itis
understood, however, that services performed by the departments listed above

and other corporate departments which directly benefit Petroleum Operations
under the Contract shall be charged as direct costs in accordance with
Paragraph 3.

In respect of the costs of a Contractor Entity's Parent Company Overhead, as described
above, the Cantractor shall charge monthly to Petroleum Operations an amount equal

to the total of the following:
2831 Exploration Overhead

The Contractor shall be entitled to an annual charge based on a sliding scale
percentage and charged monthly to Petroleum Operations. The basis for
applying this percentage shall be the total of Exploration Costs and Gas
Marketing Costs during each Calendar Year (exclusive of this Exploration
Overhead) or fraction thereof less expenditures which have been subjected to
the 2% fee, referred ta in Paragraph 3.1.8(b). The sliding scale percentage shall
be the following:

{a) for the first USS4,000,000: 4%;
{b) for the next USS54,000,000: 3%; and
{c} over USSE 000,000: 2%.
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The foregoing percentages may be annually, and any approved appropriate
adjustment shall be made, if necessary, prospectively.

2432 Development, Production and Decommissioning Operations Overhead

The overhead rates applicable to Development Operations, Production
Operations, and Decommissioning Operations shall be agreed between the
Parties and shall incorporate the following guidelines:

(a) The Contractor’s charges must be charged as direct charges whenever
passible. Overhead charges exist only to compensate the Contractor’s
Affiliates for costs which are properly allocable to Petraleum
Operations under the Contract but which cannot, without
unreasonable effort and/for release of confidential Data proprietary to
the Contractor’s Affiliates, be charged under any other section.
Overhead costs are billed monthly. Overhead must be commensurate
with services rendered and based on actual cost studies but may not
exceed an amount calculated as a percentage of certain annual
expenditures excluding Explaration Costs.

(b) That percentage as well as the types of expenditures, which affect
averhead and those, which do not, shall be agreed amang the Parties,

(c) The maximum percentage rates may be revised by mutual agreement
not mare often than annually. The initial maximum percentage rates
and the types of expenditures to which they apply shall be agreed as
soon as the Parties possess reasonably reliable cost estimates for the
relevant Production Area.

(d) Overhead charges are not subject to audit by Government.

(e) The Contractor shall upon request furnish at the end of each relevant
Calendar Year to the Government a canfirmation by its statutory
auditor that the overhead costs actually charged do not duplicate any
other charges and that the method used in allocating overhead to
Petroleum Operations hereunder as opposed to other activities is
reasonable and in accordance with generally accepted accounting

practices.
(f) The Contractor must budget for overhead charges.
263 All general and administrative expenditures shall be regularly allocated as specified in

Paragraphs 2.2, 2.3,2.4, 2.5, and 2.6 to Exploration Costs, Gas Marketing Costs,
Development Costs, Production Costs and Decommissioning Costs, respectively and shall
be separately shown under each of these categories.

PARAGRAPH 3 — COSTS, EXPENSES, EXPENDITURES AND CREDITS

31 Costs Recoverable Without Further Approval of the Government

The following Petroleum Caosts incurred by the Contractor pursuant to the Contract as classified
under the headings referred to in Paragraph 2 shall be recoverable for the purpose of clause 25
of the Contract [except to the extent provided in Paragraph 4 or elsewhere in this Annex) without
the requirement for obtaining any further approval of the Government, subject to audit as
provided for in clause 15 and in Paragraph 1.6.
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312

{d}

{f

Surface Rights

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

Labour and Associated Labour Costs

(2)

(b)

(c)

The Contractor’s locally recruited employees based in the Kurdistan Region:
Casts of all the Contractor's locally recruited employees who are directly
engaged in the conduct of Petroleum Operations under the Contract in the
Kurdistan Region. Such costs shall include the costs of salaries, wages, bonuses,
aovertime, employee benefits and Government benefits for employees and levies
imposed on the Contractor as an employer, transportation and relocation costs
within the Kurdistan Region of the employee and such members of the
employee’s family (limited to spouse and dependent children) as required by
Applicable Law or customary practice in the Kurdistan Region. If such employees
are engaged in other activities in the Kurdistan Region, in addition to Petroleum
Operations, the cost of such employees shall be appaortioned on a time sheet
basis according to sound and acceptable accounting principles.

Assigned Personnel: Costs of salaries and wages including bonuses of the
Cantractor's employees directly engaged in the canduct of the Petroleum
Operations under the Contract, whether temporarily or permanently assigned,
irrespective aof the location of such emplaoyees, it being understood that in the
case of those persannel only a portion of whose time is wholly dedicated to
Petroleum Operations under the Contract, only that pro-rata partion of
applicable salaries, wages, and other costs as delineated in Paragraphs 3.1.2(c),
(d], (&), (f) and (g}, shall be charged and the basis of such pro-rata allocation
shall be specified.

The Contractor’s costs regarding holiday, vacation, sickness and disability
benefits and living and housing and other customary allowances applicable to
the salaries and wages chargeable under Paragraph 3.1.2(b).

Expenses ar contributions made pursuant to assessments or obligations imposed
under Applicable Law which are applicable to the Contractor’s cost of salaries and
wages chargeable under Paragraph 3.1.2(b).

The Contractor’s cost of established plans for employees’ group life insurance,
hospitalization, pension, stock purchases, savings, banus, and other benefit plans of
a like nature customarily granted to the Contractor’s employees, provided however
that such costs are in accordance with generally accepted standards in the
international petroleum industry, applicable to salaries and wages chargeable to
Petroleum Operations under Paragraph 3.1.2{b}.

Actual transpartation and travel expenses of employees of Contractor, including
those made for travel and relocation of the Expatriate employees, including their
families and personal effects, assigned to the Kurdistan Region whose salaries and
wages are chargeable to Petroleum Operations under Paragraph 3.1.2(b).

{1) Actual transpartation expenses of Expatriate personnel transferred to
Petraleumn Operatians fram their country of origin shall be charged to the
Petroleum Operations. Transportation expenses of personnel transferred
from Petroleum Operations to a country ather than the country of their
arigin shall not be charged to the Petroleum Operations.
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314

{2) “Transportation and travel expenses” as used in this sub-paragraph (f)
means the cost of freight and passenger service, meals, hotels, insurance
and other expenditures related to vacation and transfer travel and
authorized under the Contractor’s standard personnel policies. The
Contractar shall ensure that all expenditures related to transportation
costs are equitably allocated to the activities, which have benefited from
the personnel concerned.

8) Reasanable personal expenses of personnel whose salaries and wages are
chargeable to Petroleum Operations under Paragraph 3.1.2{b} and for which
expenses such personnel are reimbursed under the Contractor’s standard persannel
policies. In the event such expenses are not wholly attributable to Petroleum
Operations, the Petroleum Operations shall be charged with only the applicable
portion thereof, which shall be determined on an equitable basis.

Transportation and Employee Relocation Costs

The cost of transpartation of employees, equipment, materials and supplies other than as
provided in Paragraph 3.1.2(f) necessary for the conduct of the Petroleum Operations under
the Contract along with other related costs such as, but not limited to, impart duties,
customs fees, unloading charges, dock fees, and inland and ocean freight charges.

Charges for Services
(a} Third Parties

The actual costs of contract services, services of professional consultants, utilities,

and other services necessary for the conduct of the Petroleum Operations under the
Contract performed by third parties other than an Affiliate of the Contractar.

(b) Affiliates of the Contractor

{1) Professional and Administrative Services Expenses: cost of professional
and administrative services provided by any Affiliates of the Contractor for
the direct benefit of Petraleum Operations, including services provided by
the production, exploration, legal, procurement, financial, insurance,
accounting and computer services divisions other than those covered by
paragraphs 3.1.4 (b){2}, 3.1.6, and 3.1.8 |b) which Contractor may use in
lieu of having its own employees. Such charges shall reflect the cost of
providing their services. Such charges shall not include any element of
profit and shall be no maore or less favourable than similar charges for
other aperations carried on by the Contractor and its Affiliates. The
charge-out rate shall include all costs incurred by Affiliates incidental to
the employment of such personnelincluding all labour and associated
labour costs and the cost of maintaining and operating offices and
providing all support services for such personnel. Costs of travel of such
persannel in respect of Petroleum Operations will be directly charged. The
charges for such services shall not exceed thase prevailing if performed by
non-Affiliated third parties, taking into account the guality and availability
of such services. Where the work is performed outside the home office
base of such personnel, the daily rate shall be charged from the date such
persannel leave the home office base where they usually work up to their
return thereto, including days which are not working days in the location
where the work is performed, excluding any holiday entitlements derived
by such persannel from their employment at their home office base.
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Communications

Cost of acquiring,

Scientific or Technical Personnel: cost of scientific or technical personnel
services provided by any Affiliate of the Cantractor for the direct benefit of
Petroleum Operations, which cost shall be charged on a cost of service
basis and shall not include any element of profit. The chargeout rate shall
include all costs incurred by Affiliates incidental to the employment of such
personnel including all labour and associated labour costs and the cost of
maintaining and operating offices and providing all support services for
such personnel costs of travel of such personnel in respect of Petroleum
Operations will be directly charged. The charges for such services shall not
exceed those prevailing if performed by non-affiliated third parties, taking
inta account the quality and availability of such services. Unless the work
to be done by such personnel is covered by an approved Wark Program
and Budget, the Contractor shall not autharize work by such personnel
withaut approval of the Government.

Equipment and facilities: vse of equipment and facilities owned and
furnished by the Contractor’s Affiliates, at rates commensurate with the
cost of ownership and operation; provided, however, that such rates shall
not exceed those currently prevailing for the supply of like equipment and
facilities on comparable terms in the area where the Petroleum Operations
are being conducted and shall be on an arm’s length basis. On the request
af the Government, the Cantractor shall provide the Government with
evidence of such rates being on an arm’s length basis. (If the Government
considers that any such rate is not on an arm'’s length basis then the
Government has the right to refer the matter to an expert pursuant to
clause 42.2 and 42.6 of the Cantract). The equipment and facilities referred
to herein shall exclude major investment items such as (but not limited to)
drilling rigs, praducing platforms, oil treating facilities, oil and gas loading
and transportation systems, storage and terminal facilities and other major
facilities, rates for which shall be subject to separate agreement with the
Government.

leasing, installing, operating, repairing and maintaining communication

systems including radio and microwave facilities within and between the Contract Area and
the Caontractor's nearest base facility.

Office and Miscellaneous Facilities

Net cost to the Contractor of establishing, maintaining and operating any office, sub-office,
warehouse, housing or ather facility directly serving the Petroleum Operations. If any such

facility services more than one contract area the net costs thereof shall be allocated an an
equitable basis in accordance with Best Practices.,

Ecological and Environment

{a) Costs incurred in the Contract Area as a result of legislation for archaeclogical and
geophysical surveys relating to identification and protection of cultural sites or
resources;

{b}) Costs incurred in environmental or ecological surveys required by regulatory

authorities, including an environmental impact assessment commissioned pursuant
to clause 37.7 of the Contract and any other costs incurred in complying with the
requirements of clause 37;

<} Costs to provide or have available poliution containment and removal equipment;
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Costs of actual contral and cleanup of oil spills, and of such further respansibilities
resulting therefrom as may be reguired by applicable laws and regulations;

Costs of restoration of the operating environment incurred pursuant to an approved
scheme prepared in accordance with clause 38 of the Contract;

Any costs incurred for the decommissioning of facilities and site restoration,

including any related activity required by the Government or other competent
authority or by the Cantract; and

Any contributions made by the Contractor to the Decommissioning Reserve Fund in
accordance with clause 38, when such contributions are made.

Material and Equipment Costs

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

[b)

(3]

ld)

Acquisition Costs - the Contractor shall anly supply or purchase materials for use in
Petroleum Operations that may be used in the foreseeable future. The
accumulation of surplus stocks and inventory shall be avoided so far as is reasonably
practical and consistent with efficient and econamical aperations. Inventory levels
shall, however, take into account the time lag for replacement, emergency needs,
weather conditions affecting operations and similar considerations.

Components of costs, arm’s length transactions - except as otherwise provided in
paragraph 3.1.8(d), material purchased by the Contractor in arm’'s length
transactions in the open market for use in the Petroleurn Operations under the
Contract shall be valued to include invoice price less trade and cash discounts (if
any), licence fees, purchase and pracurement fees plus freight and forwarding
charges between point of supply and point of shipment, freight to part of
destination, insurance, taxes, customs duties, consular fees, excise taxes, other
items chargeable against imported materials and, where applicable, handling and
transpartation expenses from point of impaortation to warehouse or operating site.
Where an Affiliate of the Cantractor has arranged the purchase, coordinated the
forwarding and expediting effort, its costs should not exceed those currently
prevailing in normal arm’'s length transactions on the open market and in any case
shall not exceed a fee equal to 2% of the value of the materials added to the cost of
the materials purchased.

FIFO - such material costs shall be charged to the accounting records and books in
accordance with the “First in, First Out” (FIFO) method;

Material purchased from or sold to Affiliates of the Cantractar ar transferred from
ather activities of the Contractor to or fram Petroleum Ogperations under this
Contract shall be valued and charged or credited at the prices specified in
Paragraphs 3.1.8{d}(1), 3.1.8(d)(2), and 3.1.8(d)(3}:

{1) New material, including used new material maved from inventary

{Conditian "A"], shall be valued at the current international net price which
shall not exceed the price prevailing in normal arm's length transactions in
the open market.

12) Used material {Conditians "B, “C" and "D"}:

{A) Material which is in sound and serviceable condition and is
suitable for re-use without reconditioning shall be classified as

B-10
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{4)
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71

Condition “8* and priced at 75% of the current price of new
material defined in Paragraph 3.1.8(d)(1).

{8) Material which cannot be classified as Condition *B" but which
after reconditioning will be further serviceable for its original
function shall be classified as Candition “C" and priced at not more
than S0% of the current price of new material as defined in
Paragraph 3.1.8(d)(1). The cost of reconditioning shall be charged
to the reconditioned material provided that the value of Condition
*C" material plus the cost of reconditioning do not exceed the
value of Condition “B” matersal;

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

Material involving erection costs shall be charged at the applicable
condition percentage of the current knocked-down price of new material
as defined in Paragraph 3.1.8(d)(1).

When the use of material is temporary and its service to the Petroleum
Operations under the Contract does not justify the reduction in price as
provided for in paragraph 3.1.8(d){2]{8), such material shall be priced on a
basis that will result in a net charge to the accounts under the Contract
cansistent with the value of the service rendered.

Whenever material is not readily obtainable at published or listed prices
because of national emergencies, strikes, or other unusual causes aver
which the Contractor has no control, the Contractor may charge Petroleum
Operations for the required material at the Contractor’s actual cost
incurred in providing such material, in making it suitable for use, and in
moving it to the Contract Area; provided notice in writing is furnished to
the Gavernment of the proposed charge prior ta charging Petroleum
Operations for such material and the Government shall have the right to
challenge the transaction on audit.

The Contractor does not warrant the material furnished. In case of
defective material, credit shall not be passed to Petroleum Operations until

adjustment has been received by the Contractor from the manufacturers of
the material or their agents,

Adjustments arising from material inventories conducted in accardance
with Paragraph 5.2,

Equipment of the Contractar shall not be charged at rates exceeding the average
commercial rates of non-affiliated third parties for equipment, facilities, installations
and utilities for use in the area where the same are used. On reguest, the
Cantractar shall furnish a list of rates and the basis of application. Such rates shall
be revised when found to be either excessive or insufficient, but not more than ance
every 6 Months,

Drilling tools and other equipment lost in the hole or damaged beyond repair may be

charged at replacement cost less depreciation plus transportation costs to deliver
like equipment ta the location where used.
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(g) Use of leased or hired machinery and/or equipment in the Petroleum Operations
shall be charged at full cost to the Contractor. This may include mobilisation and de-
mobilisation charges, lease and hire fees, as well as ather contractual costs.

Rentals and Taxes

{a) All rentals of every kind and nature levied by any Government and all Taxes imposed
in connection with the Contractor’s assets, income or activities under the Contract
and paid directly by the Contractor or any Cantractaor Entity (except where the
cantrary is expressly provided in the Contract) with the exception of Taxes
{described in clause 31.2), bonus payments, Capacity Building Payments, and any
other payments made under clause 32,

{b) If the Contractor, any Contractar Entity ar any of its Affiliated Companies is subject
to income ar withholding Tax as a result of services performed at cost for the
Petroleum Operations under the Cantract, its charges for such services may be
increased by the amount required to cover such Taxes [grossed up) including Taxes
an such gross up.

Insurance and Losses

Insurance premiums and casts incurred for insurance carried for the benefit of the

Petroleumn Operations pravided that such insurance is customary, affords prudent protection
against risk and is at a premium no higher than that charged on a competitive basis by
insurance companies which are not Affiliated Companies of the Contractor. Except in cases
of failure to insure where insurance coverage is required pursuant to the Contract, actual
costs and losses incurred shall be recoverable to the extent not made good by insurance
unless such losses result solely from an act of wilful misconduct by the Cantractor. Such costs
may include repair and replacement of property in the Contract Area resulting from damages
or losses incurred by fire, flood, starm, theft, accident or such other cause.

Legal Expenses

All reasonable costs and expenses resulting from the handling, investigating, asserting,
defending, or settling of any claim or legal action necessary or expedient for the procuring,
perfecting, retention and protection of the Contract Area, and in defending or prosecuting
lawsuits involving the Contract Area or any third party claim arising out of the Petraleum
Operations under the Contract, or sums paid in respect of legal services necessary for the
protection of the joint interest of the Government and the Contractor shall be recoverable.
Such expenditures shall include attorney's fees, court costs, arbitration costs, costs of
investigation, and procurement of evidence and amaunts paid in settlement or satisfaction
af any such litigation and claims provided such costs are not covered elsewhere in the Annex.
Where legal services are rendered in such matters by salaried or regularly retained lawyers
af the Contractor Entities or their Affiliates, such compensation shall be included instead
under Paragraph 3.1.2 or 3.1.4|b) as applicable.

Claims

Expenditures made in the settlement or satisfaction of any loss, claim, damage, judgment or

ather expense arising out of or relating to Petroleum Operations, except as may otherwise
be covered elsewhere in the Annex.
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3113 Training Costs

All costs and expenses incurred by the Contractor in the training of its employees engaged in
Petroleum Operations under the Contract.

3114 General and Administrative Costs

The costs described in Paragraph 2.8.1 and the charge described in Paragraph 2.8.2.

3115  Banking Charges and Currency Exchange Losses

Charges and fees by the banks for money transfers, payments and foreign exchange

transactions, as well as currency exchange losses incurred by the Contractor in connection
with the Petraleum Operations.

3116  Other Expenditures

Other reasanable expenditures not covered or dealt with in the foregoing provisians of

Paragraph 3 which are necessarily incurred by the Contractor for the proper, economical and
efficient conduct of Petroleum Operations.

Credit Under the Contract

The proceeds, other than the proceeds from the sale of Petroleum received from Petroleum

Operations under the Contract, including the items listed below shall be credited to the Accounts
under the Contract for the purposes of clause 25 of the Contract:

321 The proceeds of any insurance or claim or judicial awards in connection with Petroleum
Operations under the Contract or any assets charged to the Accounts under the Cantract
where such operations or assets have been insured and the premic charged to the
Accounts under the Contract.

322 Legal costs charged to the accounts under Paragraph 3.1.11 and subsequently
recoverable by the Contractor.

323 Revenue received from third parties for the use of property or assets the cost of which
has been charged to the Accounts under the Contract.

324 Any adjustment received by the Contractor from the suppliers/manufacturers or their
agents in connection with a defective material the cost of which was previously charged
by the Cantractor to the Accounts under the Contract.

3258 Rentals, refunds, including refunds of taxes paid, or other credits received by the
Contractar which apply to any charge which has been made to the Accounts under the
Contract, but excluding any award granted to the Contractor under arbitration or expert
proceedings.

326 Costs originally charged to the Accounts under the Contract for materials subsequently

exported from the Xurdistan Region or transferred to another Contract Area within the
Kurdistan Region.

327 Proceeds from the sale or exchange by the Contractor of plant or fadlities used in
Petroleum Operations the acqguisition costs of which have been charged to the Accounts

under the Contract.

328 Proceeds derived from the sale or license of any intellectual property the development
costs of which were incurred pursuant to and are recaverable under the Cantract.
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329 Proceeds derived from the sale, exchange, lease, hire, transfer or disposal in any manner
whatsoever of any other item the costs of which have been charged to Petraleum
Operations.

Duplication of Charges and Credits

Notwithstanding any provision to the contrary in this Accounting Procedure, there shall be no
duplication of charges or credits to the Accounts under the Contract.

PARAGRAPH 4 — COSTS AND EXPENSES NOT TO BE TREATED AS RECOVERABLE

41

The following costs and expenditures shall not be included in the Petroleum Costs recoverable
under clause 25:

(a} Taxes on incaome or profit paid to any Government authority except taxes and duties
that may be included in the costs of material and equipment purchased for the
Petroleum Operations;

(b) any payment made to the Gavernment by reason of the failure of the Contractor to
fulfill its Minimum Exploration Obligations in respect of the relevant Sub-Period under
the Contract.

(c) the cost of any guarantee required under the Contrace;

(d) bonuses, Capacity Building Payments, or other payments set out in clause 32 of the
Contract;

(e) costs of marketing or transportation of Petroleum beyond the Delivery Point [excluding

Gas Marketing Costs);

(f) attorney's fees and other costs of proceedings in connection with arbitration under
clause 42 of the Contract or internationally recognised independent expert
determination as praovided in the Contract or this Accounting Procedure;

(gl any interests, fees, costs and expenses paid by the Contractor for loans and any other
form of financing or advances for the financing of the Petroleum Costs entered into by
the Contractor with third parties or Affiliated Companies;

(h) any pravision for depreciation and/or amartisation, excluding any adjustments in value
pursuant to Paragraph 3.1.8;

(i) dividends, repayment of equity or repayment of intercompany loans; and

(j) fines and penalties imposed under Law.

PARAGRAPH 5 — RECORDS AND VALUATION OF ASSETS

51

5.2

Records

Contractor shall maintain detailed records of property in use for Petroleum Operations under the
Cantract in accordance with Best Practices for exploration and production activities.

Inventories

£21 Inventories of property in use in Petroleum Operations shall be taken at reasonable
intervals but at least once a year with respect to movable assets and once every three
years with respect to immovable assets, The Cantractor shall give the Government at
least 30 days written notice of its intention to take such inventory and the Government
shall have the right to be represented when such inventory is taken.
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$.2.2 Failure of the Gavernment to be represented at an inventory shall bind the Government
to accept the inventory taken by the Contractor.

$.2.3 The Cantractor shall clearly inform Government about the principles upan which
valuation of the inventory has been based. The Cantractor shall make every effart to
provide to the Gavernment a full repart on such inventory within thirty (30) days of the
taking of the inventory. When an assignment of rights under the Contract takes place
the Contractor may, at the request of the assignee, take a special inventary provided
that the costs of such inventory are borne by the assignee.

PARAGRAPH 6 — PRODUCTION STATEMENT

6.1

6.2

Production Information

Without prejudice to the rights and obligations of the Parties under clause 16 of the Contract,
from the date of First Production from the Contract Area the Contractor shall submit a monthly
production statement to the Gavernment showing the following information separately for each
producing Development Area and in aggregate for the Contract Area:

(a) the quantity of Crude Qil praduced and saved;

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

(c) the quantity of Natural Gas produced and saved;

(d) the quality characteristics of such Natural Gas produced and saved;

(e) the quantities of Crude Oil and Natural Gas used for the purposes of carrying on drilling

and production operations and pumping to field storage;

(f) the quantities of Crude Oil and Natural Gas unavoidably lost;

(g} the quantities of Natural Gas flared and vented;

(h) the size of Petroleum stocks held at the beginning of the calendar Month in question;
(i) the size of Petroleum stacks held at the end of the calendar Month in question;

(jl the quantities of Natural Gas reinjected into the Reservair; and

(k} in respect of the Contract Area as a whole, the quantities of Petraleum transferred at

the Measurement Point. All quantities shown in this Statement shall be expressed in

both volumetric terms {Barrels of oil and cubic meters of gas) and in weight {metric
tannes).
Submission of Production Statement

The Production Statement for each calendar Month shall be submitted to the Government no
later than 10 days after the end of such calendar Month.

PARAGRAPH 7 — VALUE OF PRODUCTION AND PRICING STATEMENT

71

Value of Production and Pricing Statement Information

The Contractor shall, for the purposes of clause 25 of the Contract, prepare a statement providing

calculations of the value of Crude Oil produced and saved during each Quarter and each Month.
This “Value of Production and Pricing Statement”™ shall contain the following information:

(a} the guantities and prices realised therefor by the Contractor in respect of sales of
Natural Gas and Crude Oil delivered to third parties made during the Quarter and Month
in question; and
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(b) the guantities and prices realised therefore by the Contractor in respect of sales of
Natural Gas and Crude Oil delivered during the Quarter and Manth in question, other
than to third parties.

Submission of Value of Production and Pricing Statement

The Contractor shall submit the Value of Production and Pricing Statement for each Quarter and
erach Month to the Government not later than 10 days after the end of such Quarter and Manth.

PARAGRAPH 8 — COST RECOVERY AND SHARE ACCOUNT STATEMENT

8.1

8.2.

Cost Recovery Statement

The Contractor shall prepare with respect to each Quarter and each Month a Cast Recovery
Staternent containing the following information:

(a} Recaverable Petroleum Costs carried forward from the previous Quarter and Maonth, if
any;

(b) Recoverable Petroleum Costs for the applicable Quarter and applicable Month;

(c) credits under the Contract far the applicable Quarter;

(d) Total Recoverable Petroleum Costs for the applicable Quarter and applicable Month

(Paragraph 8.1{a) plus Paragraph 8.1(b], net of Paragraph 8.1{c});

(e) guantity and value of Petroleum applied to cost recovery pursuant to clause 25 taken by
the Contractor for the applicable Quarter and applicable Manth; and

(f amount of recoverable Petroleum Costs to be carried forward into the next Quarter and
the next Manth (Paragraph 8.1(d) net of Paragraph 8.1(e}).
Cumulative Production Statement

The Contractor shall prepare with respect to sach Quarter and each Month a Cumulative
Production Statement containing the following information:

(a} the cumulative production position at the end of the Quarter preceding the Quarter and
Manth in question;

(b) Praduction of Export Petroleum for the Quarter and Month in question;
(c) the cumulative production position at the end of the Quarter and Month in question;
(d) the amount of Petroleum applied to Royalty pursuant to clause 24, cost recovery

pursuant to clause 25 and Profit Petroleum pursuant to clause 26 taken by the
Government and by the Contractor, respectively, during the Quarter and Month in
guestion; and

(e) the forecast of production and the share of Petroleum applied to Royalty pursuant to
clause 24, cost recovery pursuant to clause 25 and Profit Petroleum pursuant to clause
26 due to the Government and to the Contractor, respectively, for the next succeeding
Quarter and Month.

Preparation and Submission of Cost Recovery and Cumulative Production Statements

B.5.1 The Contractor shall submit provisional Cost Recovery and Cumulative Production
Statements, containing estimated information where necessary, on the last day of each
Quarter and Manth for the purposes of clause 25 of the Contract.

£8.3.2 The Contractor shall submit final quarterly Cost Recovery and Cumulative Praduction
Statements within 30 days of the end of the applicable Quarter and applicable Month.
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Annual Statement

Far the purposes of clause 25 of the Cantract, the Contractor shall submit an Annual Cost
recovery and Cumulative Production Statement within 90 days of the end of each Year. The
Annual Statement must contain the categories of information listed in Paragraphs 8.1 and 8.2 for
the Year in question, separated into the Quarters of the Year in question and showing the
cumulative positions at the end of the Year in question with respect to cumulative unrecovered
Petroleumn Costs and Cumulative Production.

PARAGRAPH 9 - STATEMENT OF EXPENDITURE AND RECEIPTS

9.1

The Cantractor shall prepare with respect to each Quarter a Statement of Expenditure and
Receipts under the Contract. The Statement of Expenditure and Receipts must distinguish
between Exploration Costs, Gas Marketing Costs, Development Costs, Production Costs and
Decommissioning Costs and will identify major items of expenditures within these categories, The
Statement of Expenditure and Receipts must show the following:

(a} actual expenditures and receipts for the Quarter in guestion;

(b) cumulative expenditure and receipts for the budget Calendar Year in question;
(c) latest forecast cumulative expenditures at the Calendar Year end; and

(d) Variations between budget forecast and latest forecast and explanations thereof.

The Contractor shall submit to the Gaovernment a Statement of Expenditure and Receipts for each
Quarter no later than 30 days after the end of such Quarter.

PARAGRAPH 10 — FINAL END-OF-YEAR STATEMENT

10.1

10.2

10.3

The Cantractor shall prepare a Final End-of-Year Statement containing information as required
for the Production Statement, Value of Production and Pricing Statement, Cost Recovery and
Cumulative Production Statements, and Staterment of Expenditures and Receipts, except based
on actual guantities of Petroleum produced and expenses incurred.

The Final End-of Year Statement will be used to make any adjustments that are necessary to the
payments made by the Contractor under the Contract.

The Contractor shall submit its Final End-of-Year Statement of each Calendar Year to the

Gavernment within 90 days of the end of each Calendar Year.

PARAGRAPH 11 - AUDITS

Each such repart and statement required pursuant to Paragraphs 6 through 10 shall be considered true
and correct, unless the Government raises an exception thereto within the timeframe and under the
pracess set out in clause 15 of the Contract.

PARAGRAPH 12 - ANNUAL WORK PROGRAM AND BUDGET

Each annual Waork Program and Budget to be prepared in accordance with clauses 11,12, 13, and 14 of
the Contract, in respect of Exploration Costs, Gas Marketing Costs, Development Costs, and Production
Costs must show:

(2}

forecast expenditures for the budget Calendar Year in question, including & quarterly
classification of such expenditures;
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(b)
(c)

cumulative expenditures to the end of such budget Calendar Year; and

a schedule showing the most important individual items of Development Costs (if applicable) for
such budget Year.

PARAGRAPH 13 — TAX RECORDS AND FILINGS; DEPRECIATION

131

13.2

133

134

Each Contractor Entity shall timely prepare and file all Tax returns and reports in accordance with
Applicable Law. Nothing in this Paragraph 13 limits the obligation of the Gavernment to pay
Taxes on income on behalf of a Contractar Entity as provided in the Contract. For the purposes of
clause 31.2 of the Contract, the net taxable profits of each Contractar Entity from all Petroleum
Operations carried out under the Contract shall be calculated in accordance with this Paragraph
13 and Applicable Law.

Each Contractor Entity shall maintain separate Accounts with respect to the Petroleum
Operations to enable the Government to verify and audit Taxes payable by such Contractor Entity
for a tax period. Such Accounts shall be prepared and maintained an a cash or accrual basis as
required by Applicable Law in respect of Taxes and maintained throughout the term of the
Contract and for a period of five years thereafter,

The Accounts of 3 Contractor Entity shall be credited with such Contractor Entity’s share of all
revenues from ar related to Petroleum Operations, induding:

{a) if the Rayalty is paid in cash pursuant to clause 24, revenues arising from the disposal of
Royalty volumes;

{b} revenues arising from the disposal of any Available Petroleum to which such Contractor
Entity is entitled for recovery of its Petroleum Costs in accordance with clause 25;

{c}) revenues from the disposal of Prafit Petroleum to which such Contractor Entity is
entitied under clause 26; and

{d} revenues arising from the dispasal of related Petroleum substances or from the
treatment, storage, or transportation of products for third parties.

A Contractor Entity may debit its Accounts for all Petroleum Costs and other costs under this
Contract, including:

{a) the costs of supplies, personnel and manpower expenses, and costs of services provided;

{b} if the Royalty is paid in cash pursuant to clause 24, Royalty payments made and as
recorded in such entity’s Accounts and determined in accordance with clause 24;

{c) general and administrative expenditures for Petraleumn Operations;
{d} depreciation of capital expenditure in accordance with Paragraph 13.6 below;
{e) losses of Assets resulting from damage, Assets which are renounced or abandoned during

the year, Assets which are transferred under clause 20.2, bad debts, indemnities paid to
third parties as compensation for damage;

{1 currency exchange losses realised in connection with the Petroleum Operations, bonuses,
Capacity Building Payments, and other payments provided in clause 32, the Explaration
Rental provided in clause 6.2, the Production Rental provided in clavse 13,6, the
allocation to training provided in clause 23.10, the allocation to the Environment Fund
provided in clause 23.12, the costs specified in clauses 23.5, 23,6, 38.6 and 38.11, and
transportation and marketing costs beyond the Delivery Point; and
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8) losses carried forward from previous Tax periods.

135 The net profit of a Contractor Entity shall be equal to the difference between the amounts
credited and the amounts debited from its Accounts.

1351 If such difference is negative, it shall constitute a loss against which no income Tax
will be payable.

1352 If the amount is positive, it shall be grossed up to take account of the fact that such
entity's corporate income tax is being settled out of the Gavernment’s share of the
Profit Petroleum in accordance with clause 31.2, by applying the following formula
in order to provide such entity’s net taxable profits for carparate income tax
purposes:

Net Taxable Profits = Net Profits /{100 - Applicable Income Tax Rate)
100

13.6 A Contractor Entity shall not record depreciation or amartization charges, except as permitted by
Applicable Law and only with the prior written authorization of the Government.
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GUARANTEE

{Second Sub-Period Guaranteed Amount)

This Guarantee, dated , 18 by

11

1 atis "

and
21 1Y) 1Y)
in favour of

3]  THe KURDISTAN REGIONAL Government oF IRAQ (the "Government”).

Definitions; Interpretation
1.1 Definitions

111 Unless defined in this Guarantee, terms defined in the Contract have the same meaning in

this Guarantee.

1.1.2  As used in this Guarantee:

“Demand” is defined in clause 2.3,

“Government” is defined in the preamble.

“"Guaranteed Obligations” is defined in clause 2.1.

“Guarantors” means [X and Y| and "Guarantor” means either of [X ar ¥].

“Person” means any individual, company, corporation, firm, partnership, joint venture,
association, organisation, state or agency of a state or ather entity, whether or not having
separate legal personality.

1.2 Construction and Interpretation

1.2.1 Any reference to a clause or annex is, unless otherwise stated, to a clause or annex of
this Guarantee.

1.2.2 Any reference to a “clause” is to a “clause” of this Guarantee.
1.2.3 Headings and sub-headings are for ease of reference only.
Guarantee
2.1 Guaranteed Obligations

The Guarantars guarantee to the Government the due and punctual payment of the Second Sub-
Period Guaranteed Amount in the manner and currency prescribed by the Contract for payments

by the Contractor together with any interest due with respect thereto as provided in the Contract
(the "Guaranteed Obligations”).

22 Joint and Several

The liability of each Guarantor under this Guarantee is joint and several. Every undertaking and
agreement contained in this Guarantee is to be construed as joint and several obligations of the
Guarantors.
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2.3

2.4

A Guarantor will have no obligation in respect of a Guaranteed Obligation unless the Guarantor
has received a written demand for payment {the “Demand”). The Government may submit a
Demand to either or both Guarantors. A Demand must:

(a) make specific reference to this Guarantee;
(b) state the amount that is demanded and which components of the Guaranteed Obligations
are the subject of the Demand;

(3] state that the Government has not received payment of the relevant Guaranteed
Obligation from the Contractor Entity on the date on which it became due and payable;
and

(d) provide the Government’s wire instructions for the payment of the Demand.

Payment

A Guarantor shall make payment to the Gavernment in accordance with a Demand by wire
transfer of cleared funds in USS in accardance with the Government's wire instructions within §
International Business Days after receipt of a Demand.

Nature of Guarantee

31

32

33

34

35

This Guarantee is an absolute, unconditional, and rrevocable guarantee of payment when due
and not of collection, and whether by acceleration or otherwise,

The Government is not required to exercise any right, assert any claim or demand, or enforce any
remedy whatsoever against the Contractor, & Contractor Entity, or any other Person befare, or as
a condition to, exercising any of the rights, powers, or remedies conferred upon the Government
by this Guarantee or by applicable law. Without limiting the generality of the foregoing, the
Gavernment will not be required to {a) take any action or obtain judgment in any court against
the Contractor, a Contractar Entity or any other Persan, or (b) to make or file any claim or proof
in a winding up or dissolution of the Contractor, a Contractor Entity or any other Person.

Except as provided in clause 2.2, each Guarantor hereby expressly waives presentment, demand,
protest, and notice of dishonour in respect of each Guaranteed Obligation.

Subject to clause B, the obligations of the Guarantors:

(a) constitute cantinuing obligations, notwithstanding any settlement of account or other
matter or thing whatsoever;

(b) will not be considered satisfied by any intermediate payment of the Contractor's
obligations in respect of the Guaranteed Obligations; and

(3] will continue in full force and effect until the Guaranteed Obligations have been paid in full
to, and received by, the Government in accordance with the Contract.

Subject to clause B, neither the obligations of the Guarantors pursuant to, nor the rights, powers,
and remedies conferred upon the Government by, this Guarantee ar by law will be discharged,
impaired, or otherwise affected by:

(a) the winding up, dissolution, admnistratian, reorganisation or moratorium of the
Contractor or any Contractor Entity or any change in its status, function, control, or
ownership;

(b)  time or other indulgence, including any composition, being granted or agreed to be
granted to the Cantractor in respect of any of the Guaranteed Obligations;
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4.

3.7

Taxes
4.1

4.2

(3] any change in the time, manner, ar place of payment of, or any ather term of, all or any of
the Guaranteed Obligations, or any other extension ar, compromise of the Cantractor,
provided that none of the foregoing increases the amount of the Guaranteed Obligations;

(d) any reduction, limitation, impairment, or termination of any part of the Guaranteed

Obligations for any reason, including any claim of waiver, release, surrender, alteration, or
compromise;

(e} any increase in the amount payable in respect of any Guaranteed Obligation, provided that
the Guarantor has provided its prior written consent to any such increase which expressly
states Guarantor's intention that this Guarantee will apply to such increased amount;

(f} the termination of the Contract or termination of a Contractor Entity's rights under the
Contract, or any withdrawal or abandonment by the Cantractor or a Contractor Entity of
its interests under the Contract;

3] any direct or indirect change in the ownership of the Contractar Entity, including by
mergers, amalgamation, by law, or otherwise;

(h) any transfer all of any part of the Contractar or a Contractor Entity’s interests under or in
respect of the Cantract;

(i) any dispute or claim the Contractor or a Contractor Entity may have against the
Government;

0 the insalvency or bankruptcey of, or similar event affecting, the Contractor or a Contractor
Entity; or

(k) any other circurmnstance ar combination of circumstances which might otherwise constitute
a defense avadable to, or a legal or equitable discharge of, the Contractor or a Contractor
Entity.

Each Guarantor waives any right to or claim of any defense or setoff, counterclaim, recoupment,
or termination by reason of (a) the invalidity, illegality, non-genuineness, irregularity,
compramise, unenfarceability of, or any other event or accurrence affecting, any Guaranteed
Obligation; |b} any claims, set-offs, or lisbilities of the Contractor Entity to the Guarantor or the
Government; (c) any claims, set-offs, or liabilities of the Guarantor in respect of the Government;
or {d} any other reason whatsaever.

This Guarantee will continue to be effective or be reinstated, if at any time any payment (in
whole or in part) of any of the Guaranteed Obligations is rescinded or must otherwise be restored
by the Government upon the insolvency, bankruptcy, or rearganization of the Contractor or a
Contractor Entity or otherwise, all as though such payment had not been made. Any settiement
or discharge between the Guarantors [or any of them) and the Government will be canditional
upon no payment by the Contractor, a Contractor Entity, or any other Person to the Government
on the Contractor’s behalf being avoided or reduced by virtue of any laws relating to bankruptey,
insolvency, liquidation, or similar laws.

The Guarantors shall make all payments to the Government free and clear of, and without
deduction for, any present or future Taxes or other charges of any nature whatsoever imposed by
any taxing authority.

If any withholding or deduction from any payment to be made by 2 Guarantor is reguired in
respect of any Taxes, then the Guarantors shall:

(a) pay directly ta the relevant authority the full amount reguired to be so withheld or
deducted;
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43

Notices
5.1

52

(k)

[€)

pramptly farward to the Government an offical receipt or other documentatian
satisfactory to the Government evidencing such payment to such autharity; and

pay to the Gavernment such additional amount or amounts as i necessary to ensure that
the net amaount actually received by the Government will equal the full amount the
Government would have received had no such withhelding or deduction been required.

If any Taxes are directly asserted against the Gavernment with respect to any payment received

by the Government from 2 Guarantor pursuant to this Guarantee, then:

(a)
(k)

the Government may pay such Taxes; and

the Guarantor shall indemnify the Government against any Loss or Expense which the
Government incurs as a result or arising out of orin relation to any failure to pay or delay
in paying any of any such Tax, and promptly pay such additional amounts {including, if
incurred as a result of Guarantor's or the Contractor’s conduct, any penalties, interast, or
expenses) as necessary so that the net amount received by the Government, after the
payment of such Taxes [including any Taxes on such additional amount), will equal the
amaunt the Government would have received had such Taxes not been asserted.

Address for notices to Guarantor

The Government shall:

(a)

(b)
(€)

make any Demand or pravide any notice or other communication to a Guarantor in
respect of this Guarantee in writing;

address such Demand, notice, or other communication as provided in clause 5.1(c); and

use one of the following methods to deliver such Demand or ather natice or

communication, each of which, for purposes of this agreement, is a writing: (1) persanal
delivery; (2) email (followed by delivery of the Demand, notice ar communication by air
courier); or {3] a reputable, internationally recognised air courier, with all fees prepaid, and
sent to the Guarantors:

If to [X]:
[x]
Attention:
Address:
Phone:

Email:
If to [Y]

(v

Attention:
Address:
Phone:

Effectiveness as to Guarantor

521

A Demand, notice or other communication will be effective as to a Guarantor anly if (a}

the Government has complied with this clause 5 and [b} such Guarantor has received
the Demand, naotice, ar other communication.
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7.

53

5.4

Term

6.1

6.2

$22 If a Demand, notice or other communication is persanally delivered to a Guarantor, it
will be considered received by the Guarantor by the date set forth in a signed receipt of
such delivery.

§213 if the Government sends a Demand, notice, or other communication to a Guarantar by a

reputable, internationally recognised air courier in accordance with clause 5.1, the
Demand, notice, or other communication will be considered received by the Guarantor
an the date set forth in a receipt signed by the Guarantor.

§24 if the Gavernment sends a Demand, notice, or other communication by email to a
Guarantor and the email transmission is followed by delivery of the Demand, notice, or
aother communication the Guarantor by air courier in accordance with clause 5.1, the
Demand, notice, or other communication shall be considered to have been delivered to
the Guarantar when the email is received by the Guarantor.

Notices to Government

A Guarantor shall give all notices or other communications to the Government in the same
manner as prescribed in the Contract for natices to the Government.

Change of Address

A Guarantor or the Government may change its address as set forth in dause 5 by a notice to the
other parties in accordance with this clause 5.

This Guarantee is effective as of the date set forth in the preamble.

Subject to dause 3.7, this Guarantee will cease to be effective upon discharge of all of the
Guaranteed Obligations.

Representations and Warranties

Each Guarantor represents and warrants:

7.1

7.2

7.3

7.4

7.5

This Guarantee has been authorised by all necessary corporate action, and the Guarantaor has all
necessary power and authority to sign and perform its obligations hereunder.

This Guarantee & Jegal, valid, and binding as to such Guarantor.

The Guarantor has received all autharisations and consents necessary for the provision of this
Guarantee to the Gavernment, and the validity and enforceability against it, of this Guarantee.

Except as provided in the next sentence, there is no Law applicable to it or agreement to which it
is @ party that {a) conflicts with or prevents it from perfarming this Guarantee in accardance with
its terms, or |b} affects the validity and enforceability against it of this Guarantee in accordance
with its terms. No representation is made in respect of the laws of the Kurdistan Region of Irag or
the Republic of Iraq.

The Guarantor is not a party to any administrative or judicial praceeding, litigation, or arbitration
that could affect the validity or enforceability of this Guarantee.
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10.

11

Arbitration; Indemnification

8.1 The Guarantars and the Government shall exclusively refer any dispute, claim, or cantraversy
arising out of or in connection with this Guarantee {including a dispute, claim or controversy
relating to any non-contractual obligations arising out of or in connection with this Guarantee| to
and to be finally resolved by arbitration under the rules of the Londan Court of International
Arbitration, which rules are incorparated by reference into this clause 10.

8.2 The language of the arbitration will be English, and any award will be written in the English
language.

83 The seat, or legal place, of the arbitration will be London, England.

8.4 The arbitral tribunal will comprise one arbitrator directly appointed by the London Court of
International Arbitration.

8.5 The Government may seek enforcement of an arbitral award by any court of competent
jurisdiction.

8.6 Any award must be expressed in USS.

8.7 The arbitral award will be final and not subject to any appeal.

8.8 If any question of law arises during the arbitral proceedings or arises out of an award, neither the
Government nor either Guarantor may make an application or bring an appeal to any court on a
guestion of law, and both the Government and the Guarantors expressly waive their respective
rights to make an application or bring an appeal under the English Arbitration Act 1997,

8.9 The Guarantors shall indemnify the Government from and against all costs and expenses
(including legal fees and any taxes or duties) incurred by the Government in the enforcement and
protection of its rights under this Guarantee.

Benefit; Assignment

9.1 This Guarantee inures to the benefit of the Government and its [and any subsequent) successors
and assigns, each of which shall be entitled ta enforce this Guarantee against the Guarantors.

9.2 No Guarantor is entitled to assign or transfer all or any of its rights, benefits, or obligations under
this Guarantee unless the Government provides prior written consent to the Guarantoe. The
Government is entitled to assign all or any of its rights and benefits hereunder.

Severability

If at any time any provision of this Guarantee is determined to be illegal, invalid, or unenforceable in any
respect under the Laws of any jurisdiction, neither (a} the legality, validity or enforceability of the
remaining provisions hereof, nor b} the legality, validity, or enforceability of such provision under the
Laws of any ather jurisdiction will, in any such case, in any way be affected or impaired thereby.

Variation

111

11.2

113

11.4

This Guarantee may be amended only by a written agreement of the Government and the
Guarantors that identifies itself as an amendment to this Guarantee.

The Government or the Guarantors may waive any provision in this Guarantee only by a writing
executed by such party.

A waiver ar consent made on one aoccasion will be effective only in that instance and anly for the

purpose stated.

No failure or delay in exercsing any right or remedy, ar in requiring the satisfaction of any
condition, under this Guarantee by a Guarantor or the Government, and no act, omission ar

c-7
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course of dealing between the Government and a Guarantor, will operate as a waiver or estoppel
of any right, remedy, or condition.

12.  Governing Law

This Guarantee and all matters arising from or connected with it are governed by English law.

[Signature poage follows.]
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[x]

[ R POt O TR S
Name:

Title:

¥

| S P PCT O TR T S R
Name:

Title:

Accepted and received for and on behalf of the

GOVERNMENT OF THE KURDISTAN REGION OF IRAQ:

BN s s 02 s e i s o

Prime Minister

Kurdistan Regional Gavernment
On behalf of the Regional Coundil

for the Oil and Gas Affairs of the Kurdistan Region - Irag

Y R S I S L S

Minister of Natural Resources
Kurdistan Regional Government
On behalf of the Ministry of Natural Resources in the

Kurdistan Region

ISignature page to Guarantee of [X] (Y, et ol] in fovour of the Government of the Kurdiston Region of rag

(Dinarto).]



