
APPENDIX “O” 

YINKA FOLAWIYO PETROLEUM COMPANY LIMITED AND LIBERTY TECHNICAL SERVICES LTD. 
OPERATING AGREEMENT DATED MARCH 13, 1992



,1 

I .t .. , -
~ 

Schedule "C" 

International Joint Venture Operating Agreement 

between 

LIBERTY TECHNICAL SERVICES LTD. 

and 

YINI<A FOLAWIYO PETROLEUM COMPANY LIMITED 

Agreement covering: Concession Blade 309 

---



Project Management AGREEMENT 

THIS AGREEMENT is made as of the Effective Date 

among 

Yinka Folawiyo Petrolreum, Company Limited a company 

incorporated in Nigeria 

------------------ (hereinafter referred to as "Owner"); and 

Liberty Technical Services Ltd, a company incorporated 

in Calgary, Canada. 

(hereinafter referred to as "Project Manager); 

above may sometimes individually be referred to as "Party" 

and collectively as the "Parties". 

WITNESS ETH 

Whereas, the Parties have entered into a Project Management 

Agreement 

(hereinafter referred to as Agreement) covering 

certain areas located in the Nigeria Concession 309, referred 

to as the Concession Area, and more particularly described in 

Exhibit B to this Agreement; and 

WHEREAS, the parties desire to define their respective 

rights and obligations with respect to their operations 

under the Concession. 

NOW, THEREFORE, in consideration of the premises and the 

mutual covenants and agreements and obligations set out 

below and to be performed, the Parties agree as follows: 
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[ACCA Logo] (AIPN Logo) 

MODEL FROM INTERNATIONAL PROJECT MANAGEMENT AGREEMENT 

Published By: 
Barrows Company Inc. 
116 East 66th Street 
New York, NY 10021 

Additional Copies On Request To Barrows, New York 
Fax: {212) 288-7242 Tel: {212) 772-1199 

Note: This model form has been prepared only as a suggested guide 
and may not contain all of the provisions that may be required by 
the parties to an actual agreement. This model form has not been 
endorsed by the Association of International Petroleum Negotiatcrs 
(AIPN) nor all of the companies represented by the AIPN. Use of 
the form or any variation thereof shall be at the sole discretion 
and risk of the user parties. Users of the model form or any 
portion or variation thereof are encouraged to seek the advice of 
counsel to ensure that the final document reflects the actual 
agreement of the parties. AIPN disclaims any and all interests or 
liability whatsoever for loss or damages that may result from use 
of this model form or portions or variations thereof. 
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ARTICLE - DEFINITIONS 

As used in this Agreement, the following words and 
terms shall have the meaning ascribed to them below: 
1.1 Accounting Procedure means the rules, 

provisions and conditions set forth and contained in 
Exhibit A to this Agreement. 

1.2 AFE means an authorization for expenditure 
pursuant to Article 6.6 . 

1 . 3 Affiliate means a company, partnership or 
other legal entity which controls, or is controlled 
by an entity which controls a Party. Control means the 
ownership directly or indirectly of 

Check one Alternative. 

[ ] ALTERNATIVE NO .. l 

more than fifty (50) per cent 

[ ] ALTERNATIVE NO. 2 
fifty (50) per cent or more 
of the interest in a company, 
partnership or legal entity. 

1 . 4 Agreed Interest Rate means interest 
compounded on a monthly basis, at the rate per annum 
equal to the one (1) month term, LIBOR rate for 
U.S. Dollar deposits, as published by The Wall Street 
Journal or if not published, then by the Financial 
Times of London, plus ______ Two...-_________ _ 
percent ( 2 %), applicable on the first Business 
Day prior-tothe due date of payment and thereafter on 
the first Business Day of each succeeding one (1) month 
term. If the aforesaid rate is contrary to any 
applica~le usury law, the rate of interest tote 
charged shall be the maximum rate permitted by such 
applicable law. 

1.5 Agreement means this agreement, together with 
the Exhibits attached to this agreement. 

2 



1 1.6 Appraisal Well means any well whose purpose 
2 at the time of commencement of drilling such well is 
3 the determination of the extent or the volume of 
4 Hydrocarbon reserves contained in an existing Discovery 
5 1.7 Barrel means a quantity consisting of forty-
6 two {42) United states gallons, corrected to a 
7 temperature of sixty {60) degrees Fahrenheit under one 
8 (1) atmosphere of pressure. 
9 1.8 Business Day means a day on which the banks 
10 in London England are customarily open for 
11 business. 
12 1.9 Calender Quarter means a period of three (3) 
13 months commencing with Jan. and ending the following 
14 March 31, a period of three (3) months commencing with 
15 April 1 and ending on the following June 30, a period 
16 of three (3) months commencing with July 1 and ending 
17 on the following September 30, or a period of three (3) 
18 months commencing with October 1 and ending on the 
19 following December 31 according to the Gregorian 
20 Calender. 
21 1.10 Calender Year means a period of twelve (12) 
22 months commencing with January 1 and ending on the 
23 following December 31 according to the Gregorian 
24 Calender. 
25 1.11 Cash Premium means the payment to 
26 pursuant to Article 7.S(B) by a Non-consenting Party 

27 to reinstate its rights to participate in an Exclusive 
28 Operation. 
29 1.12 Commercial Discovery means any discovery of 
30 Hydrocarbons which is sufficient to entitled the 
31 Parties to apply for authorization from the Government 
32 to commence exploitation. 

3 



1 1.13 Completion means an operation intended to 
2 complete a well through the Christmas tree as a 
3 producer of Hydrocarbons in one or.more Zones includ 
4 ing, but not limited to, the setting of production 
5 casing, perforating, stimulating the well and 
6 production Testing conducted in such operation. 
7 Complete and other derivatives shall be construed 
8 accordingly. 
9 1.14 Consenting Party means a Party who agrees to 
10 participate in and pay its share of the cost of an 
11 Exclusive Operation. 
12 1.15 - Joint Venture Agreement means the instrument 

concluded 
13 between Yinka Folawiyo Petroleum Limited and the 
14 Parties identified in the second paragraph of this 
15 Agreement and any extension, renewal or amendment 

thereof agreed to in writing by the Parties. 
16 1.16 Concession Area means as of the Effective Date 
17 the surface area which is described in Exhibit B to 
18 this Agreement. The perimeter or perimeters of the 
19 Concession Area shall correspond to that area covered by 
20 the Concession, as such area may vary from time to time 
21 during the term of validity of the Concession. 
22 1.17 Cost Oil means that portion of the total 
23 production of Hydrocarbons which is allocated to the 
24 Parties under the Concession for the recovery of 
25 Petroleum Costs. 
26 1.18 Day means a calender day unless otherwise 
27 specifically providec.. 
28 1.19 Defaulting Party shall have the meaning 
29 ascribed in Article 8.1. 
30 1.20 Deepening means an operation whereby a well 

31 
32 
33 
34 
35 

is drilled to an objective Zone below the deepest Zone 
in which the well was previously drilled, or below the 
deepest Zone proposed in the associated AFE, whichever 
is the deeper. Deepen and other derivatives shall be 
construed accordingly. 

4 
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1. 1.21 Development Plan means a plan for the 
2 development of Hydrocarbons from an Exploitation Area 
3 covering all or a portion of the Concession Area. 
4 1.22 Development Well means any well drilled for 
5 the production of Hydrocarbons pursuant to a 
6 Development Plan. 
7 1.23 Discovery means the discovery of an 
8 accumulation of Hydrocarbons whose existence until that 
9 moment was unknown. 
10 Check if desired. 
11 c 1 OPTIONAL LANGUAGE 
12 provided Hydrocarbons are recovered at the surface 
13 in a flow measurable by conventional production test 
14 methods. 
15 1 . 24 Effective Date means the date this Agreement 
16 comes into effect as stated in Article II. 
17 1.25 Entitlement means a quantity of Hydrocarbons 
18 of which a Party has the right and obligation to take 
19 delivery pursuant to the Concession or, if applicable, 
20 an offtake agreement, and shall be derived from that 
21 Party's Participating Interest in the Hydrocarbons 
22 produced after adjustment for overlifts and underlifts. 
23 1.26 Excess Cost Oil shall have the meaning 
24 ascribed in Article 19.4. 
25 1.27 Exclusive Operation means those operations 
26 and activities carried out by Project Manager, pursuant 
to 
27 this Agreement, the costs of which are chargeable to 
28 the account of less than all the Parties . 
29 1.28 Exclusive Well means a well drilled pursuant 
30 to Exclusive Operation. 

5 
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1 1 . 29 Exploitation Area means that part of the 
2 Concassion Area which is established pursuant to the 
3 Concession or if the Concession does not establish an 
4 Exploitation Area, then that part of the Concession Area 
5 which is delineated in a Development Plan approved as 
6 a Joint Operation or as an Exclusive Operation. 
7 1.30 Exploitation Period means any and all periods 
8 of Exploitation during which the production and removal 

9 of Hydrocarbons is permitted under the Concession. 
10 1.31 Explo~ation Period means any and all periods 
11 of exploration set out in the Concession. 
12 1.32 Exploration Well means any well drilled 
13 during the course of exploration work other than an 
14 Appraisal Well or Development Well. 

15 1 . 33 G & G Data means only geological, geophysical 
16 and geochemical data and other information that is not 
17 obtained through a well bore. 

18 1.34 Government means the government of 
19 Federal Government of Nigeria. 

20 1.35 Government oil company means 
Nigeria National Petroleum Corporation. 

21 1.36 Gross Negligence means any act or failure to 
22 act (whether sole, joint or concurrent) by a Party 
23 which was intended to cause, or which was in reckless 
24 disregard of or wanton indifference to, harmful 
25 consequences such Party knew, or should have known, 
26 such act or failure would have had on the safety or 
27 property of another person or entity, but shall not 
28 include any error of judgment or mistake made by such 
29 Party in the exercise in good faith of any function, 
30 authority or discretion conferred on the Party 
31 employing such under this Agreement. 

32 1.37 Hydrocarbons means all substances including 
33 liquid and gaseous hydrocarbons which are subject to 
34 and covered by the Concession. 

6 
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1 1. 38 In Kind Premium means the grant of interest 
2 in production made pursuant to Article 7.S(C) by a Non-
3 Consent_party to reinstate its right under an Exclusive 
4 Operation. 

5 1.39 Joint Account means those operations 
6 maintained by Project Manager in accordance with the 
7 provisions of this Agreement and of the Accounting 
8 Procedure for Joint Operations. 

9 1.40 Joint Operations means those operations and 
10 activities carried out by Project Manager pursuant to 
11 thisAgreement, the costs of which are chargeable to all 
12 Parties. 

13 
14 
15 
16 

1.41 Joint Property means, at any point 
all wells, facilities, equipment, 
information, funds and the property held for 
Account. 

in time, 
materials, 
the Joint 

17 1.42 Minimum Work Obligations means those work 
18 and/or expenditure obligations specified in the 
19 Concession which must be performed in order to satisfy 
20 the obligations of the Concession. 

21 1.43 Non-Consenting Party means a Party who elects 
22 not to participate in an Exclusive Operation. 

23 1.44 Non-Project Manager(s) means the Party or 
Parties 24 to this Agreement other than Project Manager. 

25 

26 

1.45 Project Management Committee 
committee 
constituted in accordance with Article V. 

means the 

27 1.46 Project Manager means a Party to this Agree-
28 ment designated as such in accordance with t~is 
29 Agreeement. 

30 1.47 Participating Interest means the undivided 
31 percentage interest of each Party in the cost required to 
carry out the work program on the concession pursuant to the 
provisions of the Joint Venture Agreement. 

7 
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33 
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1. 48 

1.49 

1.50 

1.51 

1.52 

1.53 

1.54 

~ Party means any of the entitles named 
in the first paragraph to this Agreement and any 
respective successors or assigns in accordance 
with the provisions of this Agreement. 

Petroleum Costs means costs and 
expenses incurred by the Parties and allowed to 
be recovered pursuant to the Concession. 

Plugging Back means a single operation 
whereby a deeper Zone is abandoned in order to 
attempt a Completion in a shallower Zone. Plug 
Back and other derivatives shall be construed 
accordingly. 

Profit Oil means that portion of the 
total production of Hydrocarbons, in excess of 
Cost Oil and taxoil, which is allocated to the 
Parties under the terms of the Concession. 

Recompletion means an operation whereby 
a Completion in one Zone is abandoned in order to 
attempt a Completion in a different Zone within 
the existing wellbore. Recomplete and other 
derivatives shall be construed accordingly. 

Reworking means an operation conducted 
in the wellbore of a well after it is Completed 
to secure, restore, or improve production in a 
Zone which is currently open to production in 
the wellbore. Such operations include, but are 
not limited to, well stimulation operations, 
but exclude any routine repair or maintenance 
work, or drilling, Sidetracking, Deepening, 
Ccmpleting, Recompleting, or Plugging Bae~ of a 
well. Rework and other derivatives shall be 
construed accordingly. 

Senior Supervisory Personnel means by 
any supervisory employee of a Party who functions 
as: 

Check one Alternative. 

[ ] ALTERNATIVE NO. 1 - Field Supervisor Tier 

such Party's designated manager or supervisor who 
is responsible for, or in charge of onsite 
drilling, construction or production and related 
operations, or any other field operations; or 
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10 
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21 
22 
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31 
32 
33 

34 
35 
36 
37 

38 
39 
40 
41 

[ ] 

[ ] 

[ 

1.55 

1.56 

1.57 

1. 58 

ALTERNATIVE NO. 2 - Facility Manager Tier 

Such Party's designated manager or supervisor of 
an onshore or offshore installation or facility 
used for operations and activities of such Party, 
but excluding all managers or supervisors who are 
responsible for or in charge of onsite drilling, 
construction or production and related operations 
or any other field operations; or 

ALTERNATIVE NO. 3 - Resident Manager Tier 

Such Party's senior resident manager, who directs 
all operations and activities of such Party in the 
country or region in which he is - resident, but 
excluding all managers or supervisors who are 
responsible for or in charge of installations or 
or facilities, onsite drilling, construction or 
production and related operations, or any other 
field operations. 

And, in any of the above alternatives, any 
employee of such Party who functions at a 
management level equivalent to or superior to or 
superior to the tier selected, or an officer or 
a director of such Party. 

Sidetracking means the directional 
control and intentional deviation of a well from 
vertical so as to change the bottom hole location 
unless done to staighten the hole or to drill 
around junk in the hole or to overcome other 
mechanical difficulties. Sidetrack and other 
derivatives shall be construded accordingly. 

Taxoil means t:1at portion of total production on 
hydrocarbon in excess of costoil and profit oil and 
per Joint Venture Agreement. 

Testing means an operation intended to 
evaluate the capacity of a Zone to produce Hydro­
carbons. Test and other derivatives shall be 
construed accordingly. 

Work Program and Budget means a work 
program for joint Operations and budget thereof 
as described and approved in accordance with 
Article VI. 

Zone means a stratum of earth containing 
or thought to contain a common accumulation of 
Hydrocarbons separately producible from any other 
common accumulation of Hydrocarbons. 

9 



1 (NOTE: Definitions contained in this Concession Agreement 

2 must be compared and considered against definitions under 

3 the Concession and under applicable laws and regulations 

4 the host country.] 

10 
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1 ARTICLE II - EFFECTIVE DATE AND TERM 

2 This Agreement shall have effect from the 12th Day of 
3 March, 1992 and shall, subject always to 
4 the Parties' continuing obligations under Article XV, 
5 continue in effect until the Concession Agreement terminates 

or, otherwise until all materials, equipment and personal 
7 property used in connection with the Joint Operations 
8 have been removed and disposed of, and final settlement 
9 has been made among the Parties. 

10 For the avoidance of doubt, portions of this Agree-
11 ment as described in (A), (B) and (C) below shall remain 
12 in effect until: 

13 (A) all wells have been properly abandoned in 
accordance with Article X; and 

14 (B) all obligations, claims arbitrations and lawsuits 
15 have been settled or otherwise disposed of in accordance 
16 with Article 4.5 and Article XVIII; and 

17 (C) the time relating to the protection of 
18 confidential information and proprietary technology has 
19 expired in accordance with Article XVI. 

11 



1 
2 
3 
4 

5 

6 

(D) Each Party shall pay when due, in accordance with 
the Accounting Procedure, its Participating Interest 
share of Joint Account expenses, including cash advance 
and interests, accrued pursuant to this Agreement . 

Check one Alternative if desired 

OPTIONAL PROVISION 

7 3.3 Government Participation 

- 8 [ ] ALTERNATIVE NO. 1 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

18 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

D(] 

If Government Oil Company elects to participate 
in the rights and obligations of Parties pursuant to 
Article of the Concession, the Parties shall 
contribute, in proportion to their respective 
Participating Interests, to the interest to be acquired 
by Government Oil Company and shall execute such 
documents as may be necessary to effect such transfer of 
interests and the joinder of Government Oil Company as a 
party to this Agreement. All payments received for the 
transfer of such interest shall be credited to the 
Parties in proportion to thier Participating Interests. 

ALTERNATIVE N0.2 

If Government Oil company elects to participate in 
the rights and obligation of parties pursuant to Article 
of the Concession, the Parties shall contribute,in 
proportion to their respective Participating Interest, to 
the interest to be acquired by Government Oil Company and 
sha 11 execute such documents as may be necessary to 
effect such transfer of interests. The rights and 
obligations of the Parties with respect to each other 
shall remain unchanged; however, they shall enter into a 
seperate operating agreement with Government Oil Company 
with respect to the rights and obligations of Government 
Oil company, on the one hand, and the Parties on the 
other. All payments received for the transfer of such 
interest shall be credited to the Parties in proportion 
to their Participating Interests. 
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ARTICLE IV - Project Manager 

4.1 Designation of Project Manager 

ABACAN INTERNATIONAL is designed as Project 
Manager, and agrees to act as an independent 
concessionor in accordance with the terms and 
conditions of the Concession and this . Agreement, 
which terms and conditions shall apply to any 
successor Project Manager. 

4 . 2 Rights and Duties of Project Manager 

(A} Subject to the terms and conditions of this 
agreement, Project Manager shall have all the 
rights, functions and duties of Project Manager 
under the Concession and shall have exclusive 
charge of and shall conduct all Joint Project 
Managers may employ independent contractors and/or 
operations agents in such Joint Operations. 

(B} In the conduct of Joint Operations Project Manager 
shall: 

( l} Perform Joint Operations in accordance with 
the provisions of the concession, this Agreement 
and the instructions of the Project Management 
committee; 

(2} Conduct all Joint Operations in a diligent, 
safe and efficient manner in accordance with good 
and prudent oil filed practices and conservation 
principles generally followed by the international 
petrolqum industry under similar circumstances; 

(3) Subject to Article 4.6, neither gain a profit 
nor suffer a loss as a resuslt of being the 
Project Manager in its conduct of Joint 
Operations; 

(4) Perform the duties for the Project Management 
committee set out in Article V, and prepare and 
submit to the Project Management Committee the 
proposed Work Progams, budgets and AFE' s as 
provided in 
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( 5) Acquire a 11 permits, consents, approvals, surface or 
other rights that may be required for or in connection 
with the conduct of Joint Operations with the assistance 
of the owner: 

(6) Permit the representatives of any of the Parties to 
have at all reasonable times and at their own risk and 
expenses reasonable access to the Joint Operations and to 
inspect -all Joint Property and to conduct financial 
audits as provided in the Accounting Procedure; 

(7) Maintain the concession Agreement -contract in full 
force and effect. Project Manager shall promptly pay and 
discharge all liabilities and expenses incurred in 
connection with Joint Operations and use its reasonable 
efforts to keep and maintain the Joint Property free from 
all liens, charges and encumbrances arising out of Joint 
Operations; 

(8) Pay to the Government for the Joint Account, within 
the periods and in the manner prescribed by the contract 
and all applicable laws and regulations, all periodic 
payments, royalties, taxes, fees and other payments 
pertaining to Joint Operations. 

(9) Carry out the obligations of Project Manager 
pursuant to the contract, including, but not limited to 
preparing and furnishing such reports, records and 
information as may be required pursuant to the contract; 

(10) Have in accordance with the decisions of Project 
Management Committee, the exclusive right and obligation 
to represent the parties in all dealings with the 
Nigerian Governme.it with respect to matters arising under 
the contract and joint operations. Project Manager shall 
notify the other parties as soon as possible of such 
meetings. Non-operators shall have the right to attend 
such meetings but only in the capacity of observers. 
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( 11) Take all necessary and proper measures for the 
protection of life, health, environment and property in 
the case of an emergency; provided, however, that the 
Project Manager shall immediately notify the parties of 
the details of such emergency and measures. 

check if desired 

OPTIONAL PROVISION: 
applies. 

To be included where English Law 

( ) (12) Include, to the extent practical, in its 
contracts with independent contractors and to the extent 
lawful, provisions which: 

(a) ensure such contractors can only enforce their 
contracts against Project Manager; 

(b) permit Project Manager, on behalf of itself and Non­
operators, to enforce contractual indemnities against, 
and recover losses and damages suffered by them (insofar 
as recovered under their contracts) from such 
contractors; and 

(c) require such contractors to take insurance required 
by Article 4.7(F). 

4.3 Employees of Project Manager 

Subject to the contract and this Agreement, the Project 
Manager shall determine the number of employees in 
consultation with the Owner, the selection of such 
employees, the work hours and the compensation to be paid 
all such employees in connection with Joint Project 
Managers. Project Manager shall employ only such 
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employees, agents and contractors as are ·reasonably 
necessary to conduct joint operations. 

4.4 Information Supplied by Project Manager 

(A) Project Manager shall provide Non-Project Managers 
the following data and reports as they are currently 
produced or compiled from the Joint Operations: 

(1) Copies of all electrical logs or surveys; 

(2) Daily drilling progress reports; 

(3) Copies of all drill stem tests and core analysis 
reports; 

(4) Copies of the plugging reports; 

(5) Copies of the final geological and geophysical maps 
and reports; 

(6) Engineering studies, development schedules and 
annual progress reports on development projects; 

(7) Field and well perfprmance reports, including 
reservoir studies and reserve estimates; 

(8) Copies of all reports relating to Joint Operations 
furnished by the Project Manager to the Government, 
except magnetic tapes which shall be stored by the 
Project Manager and made available for inspection and /or 
copying at the sole expense of the Non-Project Manager 
requesting same; 

(9) Other reports as frequently as is justified by the 
activities or as instructed by the Project management 
Committee; and 

(10) Subject to Article 15.3, such additional information 
for Non-Project Managers as they or any of them may 
request, provided that the requesting Party or Parties 
pay the cost of preparation of such 
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information and that the preparation of such information 
will not unduly burden Project Manager's administrative 
and technical personnel. Only Non-Project Managers who 
pay such costs shall receive such additional information. 

(b) Project Manager shall give Non-Project Managers 
access at all reasonable times to all other data acquired 
in the conduct of Joint Operations. Any Non-Project 
Manager may make copies of such other data at its sole 
expense. 

4.5 Settlement of Claims and Lawsuits 

(A} Project Manager shall promptly notify the Parties of 
any and all material claims or suits and such other 
claims and suits as the Project Management Committee may 
direst which arise out of Joint Operations or relate in 
any way to Joint Operations. Project Manager shall 
represent the Parties and defend or oppose the claim or 
suit. Project Manager may in its sole discretion 
compromise or settle any such claim . or suit or any 
related series of claims or suits for an amount not to 
exceed the equivalent of U. s. Dollars Five Thousand 
(U.S.$5,000.00), exclusive of legal fees. Project 
Manager shall obtain the approval and direction of 
Operating Committee on amounts in excess of the above 
stated amount. Each Non-Project Manager shall have the 
right to be represented by its own counsel at its own 
expense in the settlement, compromise or defense of such 
claims or suits. 

(B) Any Non-Project Manager shall promptly notify the 
other parties of any claim made against such Non-Operator 
by a third party relating to or whicn may affect the 
Joint Operations and insofar as such claim relates to or 
affects the Joint Operations such Non-Project Manager 
shall defend or settle the same in e~cordance with any 
directions given by the Project management Committee and 
such costs, expenses and damages as are payable pursuant 
to such defense or settlement shall be for the Joint 
Account. 

(C} Notwithstanding Article 4.S(A) anq Article 4.S(B), 
each Party shall have the right to participate in any 
such pursuit, prosecution, defense or settlement 
conducted in accordance with Article 4.S(A} and Article 
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4.5(B) at its sole cost and expense; provided always that 
no Party may settle its participating interest share of 
any claim without first satisfying the Project Management 
Committee that it can do so without prejudicing the 
interests of the Joint Operations. 

4.6 Liability of Project Manager 

(A) Except as set out in this Article 4.6, the Party 
designated as Project Manager shall bear no cost, expense 
or liability resulting from performing the duties and 
functions of the Project Manager. Nothing in this 
Article shall, however, be deemed to relieve the Party 
designated as Project Manager from any cost, expense or 
liability for its participating interest share of Joint 
Operations. 

(B) The Parties shall be liable in proportion to their 
participating Interests and shall defend and indemnify 
Project Manager and its consultants, agents, employees, 
officers and directors (the 11 Indemnitees") from, any and 
all cost, expense (including reasonable attorney's fees) 
and liabilities incident to claims, demands or causes of 
action of every kind and character brought by or on 
behalf of any person or entity for damage to or loss of 
property or the environment, or for injury to, illness or 
death of any person or entity, which damage, loss, 
injury, illness or death arises out of or is incident to 
any act or failure to act by Indemnitiees in the conduct 
of or in connection with Joint Operations regardless of 
the cause of such damage, loss, injury, illness or death 
and EVEN THOUGH CAUSED IN WHOLE OR IN PART BY A PRE­
EXISTING DEFECT, THE NEGLIGENCE WHETHER SOLE, JOlNT OR 
CONCURRENT). GROSS NEGLIGENCE, STRICT LIABILITY OR OTHER 
LEGAL FAULT OP PROJECT MANAGER (OR ANY SUCH AFFILIATE); 
provided that if any Senior Supervisory Persol"\nel of 
Project Manager, engage in Gross Negligence that 
proximately causes the parties to incur cost, expense or 
liability for such damage, loss, injury, illness or 
death, then: 

check one Alternative 

[ J ALTERNATIVE NO. 1 - NO LIMITATION 

Project Manager shall bear all such cost, expenses and 
liabilities. 
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[ ] ALTERNATIVE NO. 2 - Joint Property Limi:"eation 

Project Manager shall bear only the actual cost, expense 
and liability to repair, replace and/or remove Joint 
Property so damaged or lost, if any . 

[ ] ALTERNATIVE NO. 3 - Financial Limitation 

Operation shall bear only the first _______ (U.S . 
$ ________ ) of such cost, expenses and liabilities. 

(X) ALTERNATIVE NO. 4 - Complete Limitation 

Project Manager shall still bear none of such costs, 
expenses and liabilities. 

(C) Notwithstanding the foregoing under no circumstances 
shall any Indemnitee (except as a Party to the extent of 
its participating Interests) bear any cost, expense or 
liability for environmental, consequential, punitive or 
any other similar indirect damages or losses, including 
but not limited to those arising from business 
interruption, reservoir of formation damage, inabi lity to 
produce petroleum, loss of profits, pollution control and 
environmental amelioration or rehabilitation. 

4.7 Insurance Obtained by Project Manager 

(A) Project Manager shall procure and maintain or cause 
to be procured and maintained for the Joint Account all 
insurance in the types and amounts required by the 
contract a1,d applicable laws, rules and regulationc;. 

(B) Project Manager shall obtain such further insurance, 
at compet i_tive rates, as the Project Management Committee 
may from time to time require. 

(C) Any Party may elect not to participate in the 
insurance to be procured under Article 4.7(B) provided 
such Party: 

(1) gives prompt written Notice to that effect to 
Operations; 
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(2) does nothing which may interfere with Project Manager's 
negotiations for such insurance for the other Parties; and 

(3) obtains and maintains such insurance (in respect of which an 
annual certificate of adequate coverage from a reputable insurance 
broker shall be sufficient evidence) or other evidence of financial 
responsibility which fully covers its Participating Interest share 
of the risks that would be covered by the insurance procured under 
Article 4.7 (B), and which the Project Management Committee may 
determine to be acceptable. No such determination of 
acceptabililty shall ~n any way absolve a non-participating Party 
from its obligation to meet each cash call including any cash call 
lin respect of damages and losses and/or the costs of remedying the 
same in accordance with the terms of this Agreement. If such Party 
obtains other insurance, such insurance shall contain a waiver of 
subrogation in favour of all the other Parties and the Project 
Manager, but only in respect of their interests under this 
Agreement. 

(D) The cost of insurance in which all the Parties are 
participating shall be for the Joint Account and the cost of 
insurance in which less than all the Parties are participating 
shall be charged to the Parties participating in proportion to 
their respective Participating Interests. 

(E) Project Manager shall, in respect of all insurance obtained 
pursuant to this Article: 

(1) Promptly inform the participating Parties when such 
insurance is obtained and supply them with copies of the 
relevant policies when the same are issued; 

( 2) arrange for the participating Parties, according to their 
respective Participating Interests, to be named as co-insureds 
on the relevant policies with waivers of subrogation in favour 
of all the Parties; and 
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(3) duly file all claims and take all necessary and proper 
steps to collect any proceeds and credit any proceeds to the 
participating Parties in proportion to their respective 
Participating Interests. 

(F) Project Manager shall use its reasonable efforts to require 
all contractors performing work in respect of Joint Operations 
to obtain and maintain any and all insurance in the types and 
amounts required by any applicable laws, rules and regulations 
or any decision of the Project Management Committee and shall 
use its reasonable efforts to require all such contractors to 
name the Parties as additional insureds on contractor's 
insurance policies or to obtain from their insurers waivers of 
all rights or recourse against Project Manager and Non-Project 
Managers. 

4.8 Comming of Funds 

Check one Alternative. 

[ ] ALTERNATIVE NO. 1 

Project Manager may commingle with its own funds the 
monies which it receives from or ofr the Joint account 
pursuant to this Agreement. Notwithstanding that monies 
of a Non-Project Manager have been commingled with 
Project Managers funds, the Project Manager shall accoutn 
to the Non-Project Managers for the monies of a Non­
Project Manager advanced or paid to Project Manager, 
whether for the conduct of Joint Operations or as 
proceeds from the sale of production under this 
Agreement. such moni~s shall be applied only to their 
intended use and shall in no way deemed to be funds 
belonging to Project Manager. 

check if desired, in relation to Alternative No. 1. 

OPTIONAL PROVISION 

( ) Notwithstanding Article 4.8, the Project Management 
committee shall have right to require Project 
Manager to segregate from its own funds the monies 
which it receives form or for the Joint account 
pursuant to this Agreement. 
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Check if desired, in relation to Alternative No . 1. 

OPTIONAL PROVISION 

[ ] Notwithstanding Article 4.8, the Project Management 
Committee shall have the right to require Project Manager 
to segregate from its own funds the monies which Project 
Manager receives form the Parties in connection with 
operations on each Exloitation Area. 

[X] ALTERNATIVE NO. 2 

Project Manager may not commingle with its own 
fundsthemonies which it receives from or for the Joint 
Account pursuant to this Agreement . 

4.9 Resignation of Project Manager 

Subject to Article 4.11, Project Manager may resign as 
Project Manager at any time by so notifying the other 
parties at least on hundred and twenty (120) Days prior 
to the effective date of such resignation. 

4.10 Removal of Project Manager 

(A} Subject to Article 4.11, Project Manager shall be 
removed upon receipt of notice from any Non-Project 
Manager if; 

(1) An order is made by a court or an effective 
resolution is passed for the dissolution, 
liquidation, winding up, or reorganization of 
Project Manager; 

(2) Project Manager dissolves, liquidates or 
terminates its corporate existence; 

(3) Project Manager becomes insolvent, bankrupt or 
makes an assignment for the benefit of 
creditors; or 

(4) A receiver is appointed for a substantial part 
of Project Manager's assets. 
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(B) Subject to Article 4.11, Project Manager may be removed 
by the decision of the Non-Project Managers if Project 
Manager has committed a material breach of this Agreement 
which Project Manager has failed to commence to rectify 
within (30) days of receipt of a notice from Non-Project 
Managers detailing the alleged breach. Any decision of 
Non-Project Manager to give notice of breach to Project 
Manager or to remove Project Manager under this Article 
4.lO(B) shall be made by an affirmative vote of 
two (l.) or more of the total number of Non-Project 
Managers holding a combined Participating Interest of at 
least sixty five percent (65%). 

check if desired. 

OPTIONAL PROVISION 

( ] (C) If Project Manager together with any Affiliate of 
Project Manager is or becomes the holder of a 
Participating Interest of less 
than___________ percent ( . % ) , then the 
Project Manager shall be required to promptly 
notify the other Parties. The Project Management 
Committee shall then vote within ------,--
( ___ ) Days of such notification on whether or not 
a successor Project Manager should be named pursuant 

Article 4.11. 

Check if desired 

OPTIONAL PROVISION 

( ] (D) If there is a direct or indirect change in control 
of Project Manager (other than a transfer of control 
to an Affiliate of Project Manager), Pnroject 

Manager 
shall vote within ___ Days of such notification on 

named 
whether or not a successor Project Manager should be 

pursuant to Article 4.11. For purposes of this 
Article, control means the ownership directly or 
indirectly of: 

Check the applicable Alternative. 

[X] ALTERNATIVE NO. 1 

more than fifty percent (50%) 

[ ] ALTERNATIVE NO. 2 
fifty percent (50%) or more. 
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of the shares or voting rights of Project Manager. 

Check if desired 

OPTIONAL PROVISION 

( ) (E) Subject to Article 4. 11, Project Manager may be 
removed at any time without cause by the affirmative vote of 

Two (~) or more of the total number of Non-
Proj ect_ Managers holding a combined participating Interest 
of at least S,"tu £~11~ percent ( l,S %) • 

\ 

4.11 Appointment of Successor 
-

When a change of Project Manager occures pursuant to Article 
4.9 or Article 4.10 

(A) The Project Management Committee shall meet as soon as 
possible to appoint a successor Project Manager pursuant to 
the voting procedure of article 5 . 9. However, no party may be 
appointed successor Project Manager against its will. 

(B) If the Project Manager disputes commission of or failure to 
rectify a material breach alleged pursuant to Article 4.l0(B) 
and proceedings are initiated pursuant to Article XVIII, no 
successor Project Manager may be appointed pending the 
conclusion or abandonment of such proceedings. 

(C) If an Project Manager is removed, other than in the case of 
Article $.lO(D), neither Project Manager nor any Affiliate 
of Project Manager shall have the right to vote for itself on 
the appointment of a successor Project Manager. 

(D) A resigning or removed Project Manager shall be compensated 
out of the :oint Account for its reasonable expense~ directly 
related to its resignation or removal, except in the case of 
Article 4.l0(B). 

(E) the Project Management Committee shall arrange for the taking 
of an independent inventory of all Joint Property and 
hydrocarbons, and an audit of the books and records of the 
removed Project Manager. Such inventory 
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( F) 

and audit shall be completed, if possible, no later than the 
effective date of the change of Project Manager:- The 
liabilities and expenses of such inventory and audit shall be 
charged to the Joint Account . 

of Project Manager and its= 
Project Manager shall not become 
of any necessary governmental 

The resignation or removal 
replacement by the successor 
effective prior to receipt 
approvals. 

(G) Upon the effective date of the resignation or removal, the 
successor Project Manager shall succeed to all duties, rights 
and authority prescribed for Project Manager. The former 
Project Manager shall transfer to the successor Project 
Manager custody of all joint Property, books of account, 
records and other documents maintained by Project Manager 
pertaining to the Contract Area and to Join Operations. Upon 
delivery of the above described property and data, the 
former Project Manager shall be released and discharged 
from all obligations and liabilities as Project Manager 
accrusing after such date. 
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ARTICLE V - Project Management COMMITTEE 

5.1 Establishment of Project Management Committee 

To provide for the overall supervision and direction of Joint 
Operations, there is established an Project Management 
Committee composed s9f representatives of the Owner, Project 
Manager and each party holding a participating Interest. 
Each party shall appoint one (1) representative and one (1) 
alternate representative to serve on the Project Management 
Committee. Each party shall as soon as possible after the 
date of this Agreement give notice in writing to the other 
parties of the name and address of its representative and 
alternate representative to serve on the Project Management 
Committee. Each party shall have the right to change its 
representative and alternate _ at any time by giving proper 
notice to such effect to the other parties. 

5.2 Powers and Duties of Project Management Committee 

The Project Management Committee shall have power and dty to 
authorize and supervise Joint Operations that are necessary or 
desirable to fulfill the Contract and properly explore and 
exploit the Contract Area in accordance with this agreement 
and in a manner appropriate in the circumstances. 

5.3 Authority to vote 

The representative of a Party, or in his absence his 
alternative representative, shall be authorized to represent 
and bind such Party with respect to any matter which is within 
the powers of the Project Management Committee and is properly 
brought before the Pro:ect Management Committee. Each such 
reprsentative shall have a vote equal to the participating 
Interest of the Party such person represents. Each 
alternative representative shall be entitled to attend all 
Project Management Committee meetings but shall have no 
vote at such meetings except in the absence of t h e 
representative for whom he is alternative and alternate 
representative, each Party may also bring to any Project 
Management Committee meetings such technical and other 
advisors as it may deem appropriate. 
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5 .4 Subcommi ttees 

The Project Management committee may establish such 
subcommittees, including technical subcommittees, as the 
Project Management committee may deem appropriate. the 
functions of such subcommittees shall be in an advisory 
capacity or as otherwise determined unanimously by the 
Parties. 

5.5 Notice of Meeting 

{A) Project Manager may call a meeting of the Project 
Management committee by giving notice to the Parties at 
least fifteen (15) Days in advance of such meeting. 

(B) Any Party may request a meeting of the Project 
Management committee by proper notice to all the other 

Parties. Upon receiving such request, Project 
Manager shall call such Jneeting for a date not 
less than fifteen (15) Days nor more than 
twenty (20) days after receipt of the request. 

{c) The notice periods above may only be waived with the 
unanimous consent of all the Parties. 

5.6 Contents of meeting Notice 

{A) Each notice of a meeting of the Project Management 
committee as provided by Project Manager shall contain: 

(1) The date, time and location of the meeting; and 

(2) An agenda of the matters and proposals to be 
considered and/or voted upon. 

{B) A Party, by notice to the other Parties given not 
less than seven 
(7) Days prior to a meeting, may add additional matters 
to the agenda for a meeting. 
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(C) On the request of a Party, and with the unanimous 
consent of all Parties, the Project Management Committee 
may consider at a meeting a proposal not contained in 
such meeting agenda . 

5.7 Location of Meetings 

All meetings of the Project Management committee 
shall be held in LONDON, ENGLAND as may be decided by the 
Project Management committee . 

5.8 Project Manager's Duties for Meetings 

(A) With respect to meetings of the Project Management 
Committee any subcommittee, Project Manager's duties 

shall include, but not be limited to: 

(1) Timely preparation and distribution of the 
agenda; 

(2) Organization and conduct of the meeting; and 

(3) Preparation of a written record or minutes of 
each meeting. 

(B) The owner shall have the right to appoint the 
chairman of the Project Management committee. 

5.9 Voting Procedure 

Except as otherwqise expressly provided in this 
Agreement, all decisions, approvals and other actions of 
the Project Management committee on all proposals coming 
before it under this Agreement shall be decided by the 
affirmative vote of Two (2) or more Parties, which are 
not Affiliates, then having collectively at least Sixty­
five percent (65%) of the Participating Interests. 

29 



a 

... .. 
5 . 10 Record of Votes 

The chairman of the management committee shall make 
a record of each proposal voted on and the results of 
such voting at each Project Management Committee meeting. 
Each representative shall sign and be provided a copy of 
such record at the end of such meeting and it shall be 
considered the final record of the decisions of the 
Project Management Committee. 

5.11 Minutes 

The secretary sall provide each Party with a copy of 
the minutes of the Project Management committee meeting 
within fifteen (15) Days after the end of the meeting. 
Each Party shall have fifteen (15) Days after receipt of 
such minutes to give notice of its objections to the -
minutes to the secretary. A failure to give notice 
sgecifying objection to such minutes within said fifteen 
(15) day period shall be deemed to be approval of such 
minutes. In any event, the votes recorded under Article 
5.10 shall take precedence over the minutes described 
above. 

5.12 Voting by Notice 

(A) In lieu of a meeting, Project Manager may submit any 
proposal for a desicion of the Project Management 

Committee by giving each representative proper 
notice describing the proposal so 
submitted. Each Party shall 
communicate its vote by proper 
notice to Project Manager and the 
other Parties within one of the 
following appropriate time periods 
after receipt of Project Manager's 
notice: 

(1) Twenty four (24) hours in the case of 
operations which involve ~be use of a drilling rig 
that is standing by in the concession Area. 

(2) Fourteen (14) Days in the case of all 
proposals. 
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Check if 
OPTIONAL 
[ X ] 

AFEs require approval . 
PROVISION 

(3) Twenty one (21) Days in the case 
of an AFE or supplemental AFE if submitted for 
approval pursuant to Article 6.6(A). 

(B) Except in the case of Article 5 . 12(A) (1), any Non­
Project Manager may by notice delivered to all Parties 
within Five (5) Days of receipt of Project Manager's 
notice request that the proposal be decided at a meeting 
rather than by notice. In such an event, that proposal 
shall be decided at a meeting duly called for that 
purpose, except 5.12(1) 

(C) Except as provided in Article X, any Party failing 
to communicate its vote in a timely manner shall be 
deemed to have voted against such proposal. 

(D) If a meeting is not reqested, then at the expiration 
of the appropriate time period, Project Manager shall 
give each Party a confirmation notice stating the 
tabulation and results of the vote. 

5.13 Effect of vote 

All decisions taken by the 
Committee pursuant to this 
conclusive and binding on all 
that: 

Project Management 
Article, shall be 
the Parties, except 

(A) If pursuant to this Article, a joint Operation, 
other than an operation to fulfill the minimum work 
obligations, has been properly proposed to the Project 
Management committee and the Project Management committee 
has not approved such proposal in a timely manner, then 
any Party shall have the right for the appropriate period 
specified below to propose in accordance with Article 
VII, an Exclusive operation involving operations 
essentially the same as those proposed for such Joint 
Operation. 

(1) For proposals involving the use of a drilling 
rig that is standing by in the concession area, 
such right shall be exerciseable 
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for twenty-four {24) hours after the time specified 
in Article 5.12{A) (1) has expired. 

( 2) For proposals to develop a Discovery, such 
right shall be exercisable for ten (10) Days after 
the date the Project Management Committee was 
required to considered such proposal pursuant to 
Article 5.6 or Article 5.12; 

(3) For all other proposals, such right shall be 
exercisable for five (5) Days after the date the 
Project Management Committee was required to 
consider such proposal pursuant to Article 5.6 or 
Article 5.12. 

(B) If a Party voted against any proposal which was 
approved by the Project Management Committee and which 
could be conducted as an Exclusive Operation pursuant to 
Article VII other than any proposal relating to Minimum 
Work Obligations, then such Party shall have the right 
not to participate in the operation contemplated by such 
approval. Any such Party wishing to exercise its right 
of non-consent must give notice of non-consent to all 
other Parties within five (5) Days (or within twenty-four 
(24) hours if the drilling rig to be used in such 
operation is standing by in the Concession Area) 
following Project Management Committee approval of such 
proposal. The Parties that were not entitled t o give or 
did not give notice of non-consent shall be Consenting 
Parties as to the operation contemplated by the Project 
Management Committee approval, and shall conduct such 
operation as an Exclusive Operation under Article VII. 
Any Party that gave notice of non-consent shall be a Non­
Consent Party as to such Exclusive Operation. 

(C) rf the Consenting Parties to an Exclusive Operation 
under Article 5.13 (A) or Article 5.13 (B) concur, then 
the Project Management Committee may, at any time, 
pursuant to this Article, reconsider and approve, decide 
or cake action on any proposal that ~he Project 
Management Committee declined to approve earlier, or 
modify or revoke an earlier approval, decision or action. 
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(D) Once a Joint Operation for the drilling, Deepening, 
Testing, Sidetracking, Plugging Back, Completing, 
Recompleting, Reworking ~-or Plugging of a well, has been 
approved and commenced, such operation shall not be 
discontinued without the consent of the Project Management 
Committee; provided, however, that such operation may be 
discontinued. 

(1) Other circumstances occur which in the reasonable judgement of 
the Project Manager causes the contination of such operation 
to be unwarranted and after notice the Project Management 
Committee within the period required_ under Article 5.12 (A) (1) 
approves discontinuing such operation. 

On the occurence of either the above, Project Manager shall 
promply notify the parties that such operation is being 
discontinued in pursuant to the forgoing, and any Party shall 
have the right to propose in accordance with article VII an 
Exclusive Operation to continue such operation. 
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ARTICLE VI - WORK PROGRAMS AND BUDGETS 

6.1 Exploration and Appraisal 

(A) Within sixty (60) Days after the date of execution 
of this Agreement, the Project Manager shall deliver to 
the Parties a proposed Work P~_pgram and Budget detailing 
the Joint Operation to be performed in the Concession 
Area for the remainder of the current Calendar Year and, 
if appropriate, for the following Calendar quater. 
Within fourteen (14) Days of such delivery, the Project 
Management Committee shall meet to consider and to 
endeavor to agree on a Work Program and Budget. 

(B) 3 o days prior of each Calendar Year, Project 
Manager shall deliver to the Parties a proposed Work 
Program and Budget detailing the Joint Operations to be 
performed in the Concession Area for the following 
Calendar Year. Within thirty (30) Days of such delivery, 
the Project Management Committee shall meet to consider 
and to endeavor to agree on a Work Program and Budget. 

(C) If a Discovery is made, the Project Manager shall 
deliver any notice of Discovery required under the 
Concession and shall as soon as possible submit to the 
Parties a report containing available details concerning 
the Discovery and Project Manager's recommendation as to 
whether the Discovery merits appraisal. If the Project 
Management Committee determines that the Discovery merits 
appraisal, the Project Manager within fourteen (14) Days, 
shall deliver to the Parties a proposed Work Program and 
Budget for the appraisal of the Discovery. Within 
fourteen (14) Days of such delivery, or earlier if 
necessary to meet any applicable deadline under the 
Concession, the Project Management Committee shall meet 
to consider, modify and then either approve or reject the 
appraisal Work Prngram and Budget. If the appraisal Work 
Program and Budget is approved by the Project Management 
Committee, the Project Manager shall take such steps as 
may be required under the concession to secure approval 
of the appraisal Work Program and Budget by the 
Government and Government Oil Company. In the event the 
Government or the Government Oil Company requires changes 
in the appraisal Work 

34 



., 

Program and Budget, the matter shall be resubmitted to the 
Project Management Committee for further consideration. 

(D) The Work Program and Budget agreed pursuant to this 
Article shall include the Minimum Work Obligations, or at 
least that part of such Minimum Work Obligations required to 
be carried out during the quarter in question under the terms 
of the Contract. If within the time periods prescribed in 
this Article the Project Management committee is unable to 
agree on such Work Program and Budget, Project Manager shall 
take such actions, but only such actions for the Joint Account 
as are necessary to maintain the contract in full force and 
effect, including the commencement of a Work Program and 
Budget to fulfil the Minimum Work Obligations required for the 
given quarter. 

(E) Subject to Article 6.7, approval of any such Work Program 
and Budget, which includes: 

check one 
L>') 

[ ) 

(1) an Exploration Well, whether by drilling, Deepening 
or Sidetracking, shall include approval for: 

Alternative. 
ALTERNATIVE NO. 1 - No Casing Point Election 
All expenditures necessary for drilling, Testing and 
Completing such Exploration Well. 

ALTERNATIVE NO. 2 -Casing Point Election (This 
alternative shall not apply where Minimum Work 
Obligations require Testing and Completing of a well.) 

Only expenditures necessary fo~ drilling and open-hole 
Testing of such well. When an Exploration Well has 
reached its authorized depth, all logs, cores and other 
approved tests have been conducted and the results 
furnished to the Parties, Proj~ct Manager shall submit to 
the Parties in accordance with Article 5 .12 (A) ( 1) an 
election to participate in an attempt to complete such 
well. Project Manager shall include in such 
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4 
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submission Project Manager's recommendation on such 
Completion attempt and on AFE for such Completion 
Costs. 

( 2) an Appraisal Well, whether by drilling, Deepening or 
Sidetracking, shall include approval for: 

6 check one Alternative. 
7 [)<] ALTERNATIVE NO. 1 - No Casing Point Election 
8 All expenditures necessary for drilling, Testing and 
9 Completing such Appraisal Well. 

10 [ ] ALTERNATIVE NO. 2 casing Point Election -(This 
11 alternative shall not apply where Minimum Work 
12 Obligations require Testing and Completing of a well.) 

13 Only expenditure necessary for drilling, Sidetracking and 
14 open-hole Testing of such well. When an Appraisal Well 
15 has reached its authorized depth, alJ logs, cores and 
16 other approved tests have been conducted and the results 
17 furnished to the Parties, Project Manager shall submit to 
the 
18 Parties in accordance with Article 5.12(A) (1) an election 
19 to participate in an attempt to Complete such well. 
20 Project Manager shall include in such submission Project 

Manager's recommendation on such Completion attempt and 
on AFE for such Completion Costs. 

23 (F) Any Party desiring to propose a Completion attempt, 
24 or an alternative Completion attempt, must do so within 
25 the time period provided in Article 5.12(A) (1) by 
26 notifying all other Parties. Any such proposal shall 
27 include an AFE for such Completion Costs. 

2P 6.2 Development 

29 
30 
31 
32 
33 
34 
35 

(A) If the Operating Committee determines that a 
Discovery may be commercial, the Project Manager shall, 
as soon as practicable, deliver to the Parties a 
Development Plan together with the first annual Work 
Program and Budget and provisional Work Programs and 
Budgets for the remainder of the development of the 
Discovery, which shall contain, inter alia: 

36 



., 

1 

4 
5 

6 

7 
8 

- 9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

{l) Details of the proposed work to be undertaken, and 
expenditures to be incurred, including the timing of 
same, on a Calendar Year basis; 

( 2) An estimated date for the commencement of 
production; 

(3) A delineation of the proposed Exploitation Area; and 
~ 

(4) Any other information requested by the Operating 
Committee. 

(B) After receipt of the Development Plan, or earlier if 
necessary to meet any applicable deadline under the 
Concession, the Operating Committee shall meet to consider, 
modify and then either approve or reject the Development Plan 
and the first annual Work Program and Budget_ for the 
development submitted by Project Manager. If the Development 
Plan is approved by the Operating Committee, Project Manager 
shall, as soon as possible, deliver any notice of Commercial 
Discovery required under the Concession and take such other 
steps as may be required under the Concession to secure 
approval of the Development Plan by the Government and 
Government Oil Company. In the event the Government or 
Government Oil Company requires changes in the Development 
Plan, the matter shall be resubmitted to the Operating 
Committee for further consideration. 

{C) If the Development Plan is approved, such work shall be 
incorporated into and form part of annual Work Programs and 
Budgets, and Project Manager shall, on or before Sept 30th, of 
each Calendar Year submit a Work Program and Budget for the 
Exploitation Area, for the following Calendar Year. Within 
forty-five (30) days after such submittal, the Operating 
Committee shall endeavor to agree to such Work ~rogram and 
Budget, including any necessary or appropriate revisions to 
the Work Program and Budget for the approved Development Plan. 
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6.3 Production 

On or before the 30th Day of Sept each Calendar Year, 
Project Manager shall deliver to the Parties a proposed 
production Work Program and Budget detailing the Joint 
Operations to be performed in the Exploitation Area and 
the projected production schedule for the following 
Calendar Year. Within three (30) Days of such delivery, 
the Operating Committee shall agree upon a production 
Work Program and Budget. 

6.4 Itemization of Expenditures 

(A) During the preparation of the proposed Work Programs 
and Budgets and Development Plans contemplated- in this 
Article, Project Manager shall consult with the Operating 
Committee regarding the contents of such Work Programs 
and Budgets and development Plans. 

(B) Each Work Program and Budget and Development Plan 
submitted by Project Manager shall contain an itemized 
estimate of the costs of Joint Operations and all other 
expenditures to be made for the Joint Account during the 
Calendar Year in question. 

(C) The Work Program and Budget shall designate the 
portion or portions of the Concession Area in which Joint 
Operations itemized in such Work Program and Budget are 
to be conducted and shall specify the kind and extent of 
such operations in such detail as the Operating Committee 
may deem suitable. 

6.5 Contract Awards 

Project Manager shall award each contract for approved 
Joint Operations on the following basis (the amounts 
stated are in thousands of U.S. Dollars): 
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Procedure A Procedure B Procedure c 

Exploration and 
Appraisal Operations $0 to $ $ to $ >$ -- -- --
Deveiopment Operations$0 to $ $ to $ >$ -- -- --
Production Operations $0 to $ $ to$ >$ -- -- --
Procedure 
(A) Project Manager shall award the contract to the best ­
qualified contractor as determined by cost and ability to 
perform the contract without the obligation to tender and 
without informing or seeking the approval of the Project 
Management Committee, except that before entering into 
contracts with -Affiliates of the Project Manager exceeding 
U. S. Dollars One hundred thousand (U.S. $100,000), the Project 
Manager shall obtain the approval of the Project Management 
Committee. 

Procedure 
(B) The Project Manager shall: 

(1) Provide the Parties with a list of the entities whom 
Project Manager proposes to invite to tender for the said 
contract; 

( 2) Add to such list any entity whom a Party requests to 
be added within fourteen (14) Days of receipt of such 
list; 

(3) Complete the tendering process within a reasonable 
period of time; 

( 4) Inform the Parties of the entities to whom the 
contract has been awarded, provided that before awardiny 
the contracts to Affiliates of the Project Manager which 
exceed U.S. Dollars ------.-------.....,..---=~ (U.S . 
$ ___________ ), the Project Manager shall obtain 
the approval of the Project Management Committee; 

39 



0 

1 
2 

3 
4 

5 
6 

7 
8 
9 

10 
11 
12 

13 
14 
15 

16 
17 
18 

19 
20 
21 
22 
23 
24 

25 
26 

27 
28 
29 

30 6.6 

31 
32 

(5) Ci rculate to the Parties a competitive bid analysts 
stating the reasons for the choice made; and 

(6) Upon the request of a Party with a copy of the final 
version of the contract awarded. 

Procedure 
(C) Project Manager shall: 

(1) Provide the Parties with a list of the entities 
whom Project Manager proposes to invite tender 
for the said contract; 

(2) Add to such list any entity whom a Party 
requests to be added within fourteen (14) Days 
of receipt of such list; 

(3) Prepare and dispatch the tender documents to 
the entities on the list as aforesaid and to 
Non-Project Managers; 

(4) After the expiration of the period allowed for 
tendering, consider and analyze the details of 
all bids received; 

(5) Prepare and circulate to the Parties a 
competitive bid analysis, stating Project 
Managers recommendation as the entity to whom 
the contract should be awarded, the reasons 
therefore, and the technical, commercial and 
contractual terms to be agreed upon; 

(6) Obtain the approval of the Operating Committee 
to the recommended bid; and 

( 7) Upon the request of a Party, provide such Party 
with a copy of the final version of the 
contract. 

Authorization for Expenditure C"AFE") Procedure 

(A) Prior to incurring any commitment or 
expenditure, which is estimated to be: 
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{l) In excess of U.S. Dollars Fifty thousand (U. S . 
$50,000) in an exploration or appraisal Work 

Program and Budget; 

(2) In excess of U.S. Dollars Fifty thousand (U. s. 
$50,000) in a development Work Program and 
Budget; and 

(3) In excess of U.S. Dollars Fifty thousand (U.S. 
$50,000) in a production Work Program and 
Budget. 

10 Project Manager shall send to each Party an AFE 11 
containing Project Manager's best estimate of the total 
funds required to carry out such work; the estimated 
timing of expenditures, and any other necessary 
supportive information . Notwithstanding the above, the 
Project Manager shall not be obliged to furnish an AFE to 
the Parties before incurring any commitment or 
expenditures in connection with the workover of the well 
or wells where such workover is pursuant to an approved 
production Work Program and Budget. 

20 check one Alternative. 

21 [ ) ALTERNATIVE NO. 1 

22 (B) All AFE's shall be for informational purposes only 
and, provided the work and the funds to be expended 
therefore are authorized in the current Work 
Program and Budget, Project Manager shall not be 
required to obtain approval for such AFE prior to 
commencement of work. 

27 [X') ALTERNATIVE NO. 2 

28 
29 
the 30 
AFE. 

(B) Prior to expending any monies or incurring any 
commitments for work, Project Manager shall obtain 

approval of the orerating Committee to such 

31 check if desired. 

32 
33 

OPTIONAL 
[ ] 

PROVISION 
Any Party voting to disapprove an AFE issued in 
furtherance of an approved Work Program and Budget 
shall demonstrate that such disapproval is duly 
justified and shall state the reasons for such 
disapproval. 
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(C) The restrictions contained in this Article shall be 
without prejudice to Project Manager's rights to 

expenditures as set out on Article 4.2(B) (11) 
Article 13 . 5. 

5 6.7 overexpenditures of Work Programs and Budgets 
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(A) For expenditures on any line item of an approved 
Work Program and Budget, Project Manager shall be 
entitled to incur without furnishing a supplemental 
AFE an overexpenditure for such line item up to ten 
percent (10%) of the authorized amount for such line 
item; provided that cumulative total of all 
overexpenditures for a Calendar Year shall not 
exceed five percent {5%) of the total Work Program 
and Budget in question . 

(B) At such time that Project Manager is certain that 
the limits of Article 6. 7 (A) will be exceeded, 
Project Manager shall furnish a supplemental AFE for 
the estimated overexpenditures to the Operating 
Committee for its approval and shall provide the 
Parties with full details of such overexpenditures. 
Project Manager shall promptly give notice of the 
amounts of overexpenditures when actually incurred. 
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1 ARTICLE VII - OPERATIONS BY LESS THAN ALL PARTIES 

2 7 . 1 Limitation on Applicability 

3 
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(A) No operations may be conducted in furtherance of the 
Concession except as Joint Operations under Article 
V, or as Exclusive Operations under this Article. 
No Exclusive Operation shall be conducted whic:i 
conflicts with a Joint Operation. 

(B) Operations which are required to fulfil the Minimu.::i 
Work Obligations must be proposed and conducted as 
Joint Operations under Article V, and may not be 
proposed or conducted as Exclusive Operations unde= 
this Article. 

check if desired. 

OPTIONAL 
(X] 

(C) 

(D) 

PROVISION 
Except for Exclusive Operations relating to 
Deepening, Testing, Completing, Sidetracking , 
Plugging Back, Recompletions or Reworking of a wel l 
drilled to fulfil the Minimum Work Obligations, no 
Exclusive Operations may be proposed or conducted 
until the Minimum Work Obligations for the the:i 
current Contract period are fulfilled. 

No Party may propose or conduct an Exclusive 
Opera~ion under this Article, unless and until sue~ 
Party has properly exercised its right to propose an 
Exclusive Operation pursuant to Article 5.13, or is 
entitled to conduct an Exclusive Operation pursuant 
to Article X. 

Subject to this Article, any operation that may be 
proposed and conducted as a Joint Operation, other 
than operations pursuant to an approved Development 
Plan, may be proposed and conducted as an Exclusive 
Operation. 

32 7.2 Procedure to Propose Exclusive Operations 

33 
34 
35 

(A) Subject to Article 7 . 1, if any Party proposes to 
conduct an Exclusive Operation, such Party shal l 
give notice of the proposed operation to all 
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27 

(B) 

Parties, other than Parties who have relinquished 
their Participating Interest in the Exploitation 
Area in which the proposed operation is to be 
conducted. Such notice shall specify that such 
operation is proposed as an Exclusive Operation, the 
work to be performed, the location, the objectives, 
and estimated cost of such operation. 

Any party entitled to receive such notice shall have 
the right to participate in the proposed operation. 

( 1) For proposals to Deepen, Test, Complete, 
Sidetrack, Plug Back, Recomplete or Rework 
involving the use or a drilling rig that is 
standing by in the Concession Area, any such 
Party wishing to exercise such right must so 
notify Project Manager within twenty-four (24} 
hours 16 after receipt of the notice proposing 
the 17 Exclusive Operation. 

( 2) For proposals to develop a Discovery, any Party 
wishing to exercise such right must so notify 
the Party proposing to develop within twenty 
( 2 o) Days after receipt of the notice proposing 
the Exclusive Operation. 

(3) For all other proposals, any Party wishing to 
exercise such right must so notify Project 
Manager within ten (10) days after receipt of 
the notice proposing the Exclusive Operation; 

(C) Failure of a Party to whom a proposal notice is 
delivered to properly reply within the period 
specified above shall constitute an election by the 
Party not to participate in the proposed operation. 

(D) If all Parties exercise their rights to participate, 
then the proposed operation shall be conducted as a 
Joint Operation. The Project Manager shall commence 
such Joint Operation as promptly as practicable and 
conduct it with due diligence. 
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(E) If less than all Parties entitled to receive such 
proposals notice properly exercise their rights to 
participate, then: 

4 check one Alternative. 
5 [ ] ALTERNATIVE NO. 1 
6 (1) The party proposing the Exclusive Operation, 
7 together with any other Consenting Parties, 
8 shall have the right exercisable for the 
9 applicable notice period set out in Article 
10 7. 2 (B), to instruct Project Manager (subject to 
11 Article 7.9(G)) to conduct the Exclusive 
12 Operation. 
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(2) If the exclusive Operation is conducted, the 
Consenting Parties shall bear the sole 
liability and expense of such Exclusive 
Operation in a fraction, the numerator of which 
is such Consenting Party's Participating 
Interest as stated in Article 3.l(A) and the 
denominator of which is the aggregate of the 
Participating Interests of the Consenting 
Parties as stated in Article 3. 1 (A) , or in such 
other proportion totaling one hundred percent 
(100%) of such liability and expense as the 
Consenting Parties may agree. 

(3) If such Exclusive Operation has not been 
commenced within ---,----,--- <----.---> Days 
(excluding any extension specifically 
agreed by all parties or allowed by the 
force majeure provisions of Article XVI}, 
If any Party still desires to conduct such 
Exclusive Operation, written notice 
proposing such operation must be 
resubmitted to the Parties in accordance 
with Article V, as if no proposal to 
conduct an Exclusive Operation had bee n 
previously made. 

37 [X] ALTERNATIVE N0.2 
38 (1) Immediately after the expiration of the 
39 applicable notice period set out in Article 
40 7.2(B), the Project Manager shall notify all 

Parties of the names of the Consenting 
Parties and the recommendation of the proposing 
Party as to whether the Consenting Parties 
should proceed with the Exclusive Operation. 
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( 2) Concurrently, Project Manager shall request 
the Consenting Parties to specify the 
Participating Interest each Consenting Party is 
willing to bear in the Exclusive Operation. 

(3) Within twenty-four (24) hours after receipt of 
such notice, each Consenting Party shall 
respond to the Project Manager stating that it 
willing to bear a Participating Interest in 
such Exclusive Operation equal to: 

(a) Only its Participating Interest as stated 
in Article 3.l{A); 

(b) A fraction, the numerator of which is such 
Consenting Party's Participating Interest 
as stated in Article 3.l(A) and the 
denominator of which is the aggregate of 
the Participating Interests of the 
consenting Parties as stated in Article 
3.l(A); or 

(c) The total of its Participating Interest as 
contemplated by Article 7.2(E) (3) (b) plus 
all or any part of the difference between 
one hundred percent (100%) and the total 
of the Participating Interests subscribed 
by the other Consenting Parties. 

(4) Any Consenting Party failing to advise Project 
Manager within the response period set out 
above shall be deemed to have elected to bear 
the Participating Interest set out in Article 
7.2(E) (3) (b) as to the Exclusive Operation . 

(5) If within the response period set out above, 
the Consenting Parties subscribe less than one 
hunured percent (100%) of the Participatijg 
Interest in the Exclusive Operation, the Party 
proposing such Exclusive Operation shall be 
deemed to have withdrawn its proposal for the 
Exclusive Operation, unless within twenty-four 
( 2 4) hours of the expiry of the response period 
set out in Article 7. 2 (E) (3), the proposing 
Party notifies the other Consenting Parties 
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that the proposing Party Shall bear the 
unsubscribed Participating Interest. 

(6) If one hundred percent (100%) subscription to 
the proposed Exclusive Operation is obtained, 
Project Manager shall promptly notify the 
Consenting Parties of their Participating 
Interests in the Exclusive Operation. 

(7) As soon as any Exclusive Operation is fully 
subscribed pursuant to Article 7.2(E) (6) 
Project Manager {subject to Article 7.9(G)), 
shall commence such Exclusive Operation as 
promptly as practicable and conduct it with due 
diligence in accordance with this Agreement. 

(8) If such Exclusive Operation has not been 
commenced within ......----"""T- (120) Days 
(excluding any extension specifically agreed by 
all Parties or allowed by the force maj eure 
provisions of Article XVI), the right to 
conduct such Exclusive Operation shall 
terminate. If any Party still desires to 
conduct such Exclusive Operation, written 
notice proposing such operation must be 
resubmitted to the Parties in accordance with 
Article V, as if no proposal to conduct an 
Exclusive Operation had been previously made. 

Responsibility for Exclusive Operations 

(A) The Consenting Parties shall bear in accordance with 
the Participating Interests agreed under Article 
7.2(E) the entire cost and liability of conducting 
an Exclusive Operation and shall indemnify the Non­
Consenting Parties from any and all costs and 
liabilities incurred incident to such Exclusive 
Operation (included but not limited to all costs, 
expenses or liabilities for environmental, 
consequential, punitive or any other similar 
indirect damages or losses arising from business 
interruption, reservoir or formation damage, 
inability to produce petroleum, loss of profits, 
pollution control and environmental amelioration or 
rehabilitation) and shall keep the Concession Area 
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free and clear of all liens and encumbrances of 
every kind created by or arising from such Exclusive 
Operation. 

(B) Notwithstanding Article 7 . 3 (A), each Party shall 
continue to bear its Participating Interest share of 
the cost and liability incident to the operations in 
which it participated, including but not limited to 
plugging and abandoning and restoring the surface 
location, but only to the extent those costs were 
not increased by the Exclusive Operation. 

Consequences of Exclusive Operations 

(A) With regard to any Exclusive Operation, for so long 
as a Non-consenting Party has the option to re 
instate the rights it relinquished under Article 
7. 4 (B) below, s}lch Non-Consenting Party shall be 
entitled to have access concurrently with the 
Consenting Parties, to all data and other 
information relating to such Exclusive Operation, 
other than G & G Data obtained in an Exclusive 
Operation. If a Non-Consenting Party shall have the 
right to do so by paying to the Consenting Parties 
its Participating Interest share as set out in 
Article 3.l(A) of the cost incurred in obtaining 
such G & G Data. 

(B) With regard to any Exclusive Operation and subject 
to Article 7. 4 (C) (and Article 7 . 8, if selected) 
below, each Non-Consenting Party shall be deemed to 
have relinquished to the Consenting Parties, and the 
Consenting Parties shall be deemed to own, in 
proportion to their respective Participating 
Interests in the Exclu~ive Operation: 

(1) All of each such Non-Consenting Party's right 
to participate in further operations on any 
Discovery made in the course of such Exclusive 
Operation; and 

(2) All of each such Non-Consenting Party's right 
pursuant to the Contract to take and dispose of 
Hydrocarbons produced and saved: 
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22 

(a) From the well in which such Exclusive 
Operation was conducted, and 

(b) From any wells drilled to appraise or 
develop a Discovery. 

A Non-Consenting Party shall have the following and 
only the following options to reinstate the rights 
it relinquished pursuant to Article 7.4(B): 

(1) If the Consenting Parties decide to appraise a 
Discovery made in the course of an Exclusive 
Operation, the Consenting Parties shall submit 
to each Non-Consenting Party the approved 
appraisal program. For thirty (30) Days (or 
forty-eight ( 48) hours if the drilling rig 
which is to be used .. in such appraisal program 
is standing by in the Contract Area) from 
receipt of such appraisal , each Non-Consenting 
Party shall have the option to reinstate the 
rights it relinquished pursuant to Article 
7. 4 (B) and to participate in such appraisal 
program. The Non-consenting Party may exercise 
such option by notifying Project Manager within 

period specified above that such Non­
Consenting Party agrees to bear its 
Participating Interest share of the expense and 
liability of such appraisal program, to pay the 
lump sum amount as set out in Article 7.5(A) 
and to pay: 

28 check one Alternative 

29 [)(] ALTERNATIVE NO. 1 
30 The cash Premium as set out in Arti0le 7.S(B); 

31 [ ] ALTERNATIVE NO. 2 
32 The In Kind Premium as set out in Article 7.S(C); 

33 [ ] ALTERNATIVE NO. 3 
34 At the choice of the Non-Consenting Party exercising 
35 such option, either the Cash Premium as set out in 
36 Article 7.5(B) or the In Kind Premium as set out in 
37 Article 7.5(c). 
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(2) If the Consenting parties decide to develop a 
Discovery made or appraised in the course of an 
Exclusive Operation, the Consenting Parties 
shall submit to the Non-Consenting Parties a 
Development plan substantially in the form 
intended to be ·submitted to the Government 
under the Contract. For sixty {60) Days from 
receipt of such Development Plan or such lesser 
period of time prescribed by the Contract, each 
Non-Consenting Party shall have the option to 
reinstate the rights it relinquished pursuant 
to Article 7.4{B) and to-participate in such 
Development Plan. The Non-Consenting Party may 
exercise such option by notifying - the Paryt 
proposing to act as Project Manager for such 
Development Plan within the period specified -
above that such Non-Consenting Party agrees to 
bear its participating Interest share of the 
liability and expense of such Development Plan 
and such future operating and producing costs, 
to pay the lump sum amount as set out in 
Article 7.5{A) and to pay: 

23 check one Alternative 
24 [~] ALTERNATIVE NO. 1 
25 The Cash Premium as set out in Article 7.5{B); 

26 [ ] ALTERNATIVE NO. 2 
27 The In Kind Premium as set out in Article 7.S(C); 

28 [ ) ALTERNATIVE NO. 3 

29 
30 
31 
32 

33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

At the choice of the Non-Consenting Pc1rty exercising 
such option, either the Cash Premium as set out in 
Article 7.5{B) or the In Kind Premium as set out in 
Article 7.5(C). 

(3) If the Consenting Parties decide to Deepen, 
Test, Complete, Sidetrack, Plug Back, 
Recomplete or Rework an Exclusive Well and such 
further operation was not included in the 
original proposal for such Exclusive Well, the 
consenting Parties shall submit to the Non­
Consenting Parties the approved AFE for such 
further operation. For thirty {30) Days (or 
forty-eight ( 48) hours if drilling rig which is 
to be used in such operation is standing by in 

50 



/'I 

• 

.. 

1 the Concession Area) from receipt of such AFE , 
2 each Non-Consenting Party shall have the option 
3 to reinstate the rights it relinquished 
4 pursuant to Article 7. 4 (B) and to participating 
5 in such operation . The Non-consenting Party 
6 may exercise such option by notifying the 
7 Project Manager within the period specified 

above that such Non-Consenting Party agrees to 
bear its Participating Interest share of the 
liability and expense of such further 
operation, to pay the lump sum amount as set 
out in Article 7.5(A) amd to pay: 

13 check one Alternative 

14 [)(] ALTERNATIVE NO. 1 
15 The cash Premium as set out in Article 7.5(B); 

16 [ ] ALTERNATIVE NO. 2 

17 The In Kind Premium as set out in Article 7 . 5(C); 

18 [ ] ALTERNATIVE NO. 3 

19 
20 
21 
22 

23 
24 
25 
26 
27 
28 
29 
30 
31 

32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

At the choice of the Non-Consenting Party exercising 
such option, either the Cash Premium as set out in 
Article 7 . 5(B) or the In Kind Premium as set out in 
Article 7.5(C). 

(D) If a Non-Consenting Party does not properly and in 
a timely manner exercise such option, including 
paying in a timely manner in accordance with Article 
7.5, all lump sum amounts and Cash Premiums, if any, 
due to the Consenting Parties, such Non-Consenting 
Party sha~l have forfeoted the options as set out ln 
Article 7.4(C) and the right to participate in the 
proposed program, unless such program, plan or 
operation is materially modified or expanded. 

(E) A Non-Consenting Party shall become a Consenting 
Party with regard to an Exclusive Operation at such 
time as the Non-Consenting Party gives proper notice 
pursuant to Article 7 . 4(C); provided that such Non­
Consenting Party shall in no way be deemed to be 
entitled to any lump sum amount Cash Premium or In 
Kind Premium paid incident to such Exclusive 
Operation. The Participating Interest of such Non­
Consenting Party in such Exclusive Operation shall 
be its Participating Interest 
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set out in Article 3.1 (A). The Consenting Party shall 
contribute in proportion to their respective Participating 
Interests in such Exclusive Operation, the Participating 
Interest of the Non-Conseting Party. If all Parties 
participate in the proposed operation, then such operation 
Oshall be conducted as a 
Joint Operation pursuant to Article V. 

(F) If after the expiry of the period in which a Non-Conseting 
Party may exercise its option to participate in a Development 
Plan the Conseting Parties desire to proceed, the Party chosen 
by the Conseting Parties proposing to act as Project Manager 
for such development, shall give notice to the Government 
under the appropriate provision of the Contract requesting a 
meeting to advise the Government that the Conseting Parties 
consider the Discovery to be a Commercial Discovery. 
Following such meeting such Project Manager for such 
development shall apply for an Exploitation Area (if 
applicable in the Contract). Unless the Development Plan is 
materially modified or expanded prior to the commencement 
of operations under such plan, each Non-Conseting Party to 
such Development Plan shall: 

(1) If the Contract so allows, elect not to apply for an 
Exploitation Area covering such development and 
forfeit all interest in such Exploration Area, or 

( 2) If the Contract does not so allow, be deemed to 
have: 

(a) Elected not to apply for an Exploitation Area 
covering such development; 

(b) Forfeited all economic interest in such 
Exploitation Area; 

(c) Assumed a fiduciary duty to exercise its leg~l 
interest in such Exploitation Area for the 
benefit of the Consenting Parties. 
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In either case such Non-conseting Party shall be deemed to 
have withdrawn from this Agreement to the extent it relates to 
such Exploitation Area, even if the Development Plan is 
modified or expanded subsequent to the commencement of 
operations under such Development Plan. 

7.5 Premium to Participate in Exclusive Operations 

(A} Within thirty (30) Days of the exercise of its option 
under Article 7.4 (C}, each such Non-Consenting Party shall 
pay in immediately available funds to the Consenting Parties 
who took the risk of such Exclusive Operations in proportion 
to their respective Participating Interests in such Exclusive 
Operations a lump sum amount payable in the currency 
designated by such Conseting Parties. such lump sum amount 
shall be equal to such Non-Consenting Party's Participating 
Interest share of all liabilities and expenses, including 
overhead, that were incurred in every Exclusive Operations 
relating to the Discovery, or well, as the case may be, in 
which the Non-Consenting Party desires to reinstate the rights 
relinquished pursuant to Article 7.4(B}, and that were not 
previously paid by such Non-Consenting Party. 

(B) In addition to Article 7.5(A), if a Cash Premium is due, 
then within thirty (30) Days of the exercise of its option 
under Article 7.4(C) each such Non-Consenting Party shall pay 
in immediately available funds, in the currency designated by 
the Cosnenting Parties who took the risk of such Exclusive 
Operations, to such consenting Paties in proportion to their 
respective Participating Interests a Cash Premium equal to the 
total of: 

(1) Five Hundred percent (500%} of such Non- Consenting 
Party's Participating Interest share of all liabilities 
and expenses, including overhead, that were incurred in 
any Exclusive Operations relating to the obtaining of the 
G & G Data which pertains to the Discovery, and that were 
not previously paid by ~uch Non-Conseting Patyl plus. 
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(2) Five Hundred percent (500%} of such Non-Consenting 
Party's Participating Interest share of all liabilities and 
expenses, including overhead, that were incurred in any 
Exclusive Operations relating to the drilling, Deepening, 
Testing, Completing, Sidetracking, Plugging Back, 
Recompleting and Reworking of the Exploration well which made 
the Discovery in which the Non-Consenting Party desire to 
reinstate the rights it relinquished pursuant to Article 
7. 4 (B) , and that were not previously paid by such Non­
Consenting Party; plus 

(3) Five Hundred percent (500%) of the Non-Consenting 
Party's Participating Interest share of all liabilities and 
expenses, including overhead, that were incurred in any 
Exclusive Operaions relating to the drilling, Deepening, 
Testing, Completing, Sidetracking, Plugging Back, 
Recompleting and Reworking of the Appraisal Well(s) 
delineated the Discovery in which the Non-Consenting Party 
desires to reinstate the rights it relinquished pursuant to 
Article 7.4(B}, and that were not previously paid by such 
Non-Consenting Party. 

(C) In addition to Article 7.S(A), if an In-Kind Premium is due 
each Non-Consenting Party exercising its option under Article 
7.4(C}, shall be deemed to grant to the Consenting Parties, and 
the Consenting Parties, in proportion to their Participating 
Interests, shall be deemed to accept an In Kind Premium, until 
such time as the In Kind Premium has been fully satisfied. The 
In Kind Premium shall be the right to own, take in kind and 
separately dispose of Hydrocarbons produced out of one Hundred 
percent (100%} of the Non-Consenting Party's Entitlement to 
future production (including Cost Oil, Profit Oil and, where 
applicable under the Contract, gas} from the Exploitation Area 
for the Discovery in which the Non-Consenting Party desires to 
reinstate the rights it relinquished pursuant to Article 7.4 (B) (2) 
(a) and (b} (or if applicable, from orly the well in which the Non­
Consenting Party desires to reinstate the rights it relinquished 
purusuant to Article 7.4(B) (2) (a). The value in U.S. Dollars of the 
In Kind Premium shall equal a total of: 
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(1) _________ percent ( __ ~J . of such Non-Consenting 

Party's Participating Interest share of all liabilities and 

expenses, including overhead, that were incurred in any Exclusive - / 

Operations relating to the obtaining of the portion of the G & G 

Data which pertains to the D~very, and that were not previous ly 
paid by such Non-Consenti~arty; plus 

(2) _________ percent ( __ r.) of such Non-Consenting 

Party's Participating Interest share of a11 liabilities and 

expenses, including overhead, that were incurred in any Exclusive 

Operations relating to the drilling, Deepening, Testing, 

Completing, Sidetracking, Pluggfng Back, Recompleting and Reworking 
/ 

of the Exploration We 11 1(ch made the -Discovery in which the 

Non-Consenting Party ~ires to reinstate the rights it 

relinquished pursuant_,,llo Article 7.4(8), and that were not 

previously paid by such Non-Consenting Party; plus 

{3) 

Party's Participating 

percent ( / %) of the Non-Consenting 
?' 

Interest s are of all liabilities and 

expenses, including overhead, tha were incurred in any Exclusive 

Operations relating to the 1/ 'drilling, Deepening, Testing , 

Completing, Sidetracking, Plugg ng Back, Recompleting and Reworking 

of the Appraisal Well{s) whi~~ delineated the Discovery in which 

the Non-Consenting Partylsires to reinsta•.e the rights it 
relinquished pursuant to ~rticle 7.4(8), and that were not 

previously paid by such N -Consenting Party; plus 

(0) The In Kf nd Premium sha 11 be deemed fully satisfied when the 

aggregate value (detennined in U.S. Dollars in accordance with Article 

7.S(F)) of the Hydrocarbons received ~y the Consenting Parties as In 
/ 

Kfnd Premium equals the sum of the amounts calculated in U.S. Dollars 

pursuant to Article 7. 5(C)). After such sat i sf act ion the Consenting 

Parties' right to such In Kind Premium shall terminate, and such 

Non-Consenting Party shall own: take and dispose of its Entitlement from 

such Exploitation Area . Pfoduction from other fields in the Contract 

Area, outside such Expl~ftation Area (whether Cost Oil or Profit Oil) 
/ 

C,· 
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shall not be used to satisfy the In KiDd Premium. Any obligation of the 

Non-Consenting Party to satisfy the In Kind Premium shall terminate with 

the cessation of production from the Exploitation Area (or well, as the 

case may be) which the In Kind Prem~~ encumbers, and in such event, no 

cash payment, in lieu of p~uction, shall be due from the 

Non-Consenting Party for the rtisfied balance of the In Kind Premium. 

(E) Within ninety (90) Days after the Completion of any Exclusive 

Operation, the Operator shall furnish to each Non-Consenting Party that 

has granted an In Kind Premium in respect of such Exc~usive Operation an 

inventory of the equipment in and connected to the well, and an itemized 

statement of the cost of such Exclusive Operation, including equipping 

the well for production. Each Calendar Quarter during the period of 

satisfying an In Kind Premivm, Operator shall furnish to the 

Non-Consenting Parties that /h"ave granted such In Kind Premium an 

itemized statement of all / .costs and liabilities incurred in the 

Exclusive Operation(s), es(ablishing the value of such In Kind Premium 

together with a stateme t of the quantity of Hydrocarbons produced to 

satisfy such In Kind remium and the amount of proceeds realized from 

the sale of such oduction during the preceding Calendar Quarter. 

, ~ ~ 

(F) For the purpose of detennining satisfa<=;_o/of the In Kind Premium, 

the value of the Hydrocarbons received by ,1/on~enting Party as In Kind 
PremiJm shall be the weighted average pri~ per Barrel (f.o.b. the point 

of delivery of the Cost Oil and Profit Oil to the Consenting Parties) 

whir.h such Consenting Party receives from the sale of such Hydrocarbons 

to non-affiliated purchasers, in anns length transactions. For sales to 

Affiliates, the price so used shaJl be the price at which Hydrocarbons 

of a similar grade, gravity and quality (adjusted for differentials in 

accordance with regularly established practice) were sold generally on 
world markets, during the particular period of sale, in free and fair 

arms length transactions, with due adjustments being made for differing 

geographical locations. Lotwithstanding the 

other payment obligation to the Government is 

"Government" stated~fce, the price used 
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7.6 Order of Preference of Operations 

(A) Except as otherwise specifically provided in this Agrement, if 
any Party desires to propose the conduct of an operation that will 
conflict with an existing proposal for an Exclusive Operation, such 
Party shall have the right exercisable for five (5) Days, or 
twenty-four (24) hours if the drilling rig to be use dis standing 
by in the Concession Area, from receipt of the propos~l for the 
Exclusive Operation, to deliver to all Parties entitled to 
participate in the proposed operation such Party's alternative 
proposal. such alternative proposal shall contin the information 
required under Article 7.2(A). 
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(B) Each Party/Project Manager receiving such proposals shall elect 
by -delivery of note to Project Manager within the appropriate 
response period set out in Article 7.2(B) to participate in one of 
the competing proposals. Any Party not notifying Project Manager 
within the response period shall be deemed not to have voted. 

(C) The proposal receiving the largest aggregate Participating 
Interest vote shall have priority over all other competing 
proposals. In the case of a tie vote, the Project Manager shall 
choose among the proposals receiving the largest aggregq~e 
Participating Interest vote. Project Manager shall deliver notice 
of such result to all Parties entitled to participate in the 
operation within five (5) Days of the end of the response period, 
or twnety-f our ( 24) hours if the drilling rig to be used is 
standing by in the Concession Area. 

(D) Each Party shall then have two (2) Days (or twenty-four (24) 
hours if the drilling rig to be used is standing by in the Contract 
Area) from receipt of such notice to elect by delivery of notice to 
Project Manager whether such Party will participate in such 
Exclusive Operaion, or will relinquish its interest pursuant to 
Article 7.4(B). Failure by a Party to deliver such notice within 
such period shall be deemed an election not to participate in the 
prevailing proposal. 

Check if desired . 

OPTIONAL PROVISION 

(E) Notwithstanding the provisions of Article 7. 4 (B), if for 
reasons other than encoutering of granite or other practically 
impenetrable substance or any other condition in the hole rendering 
furhter operations impracticable, a well drilled as an Exclusive 
Operation fails to reach the deepest object Zone described in the 
notice proposing such well, Project Manager shall give notice of 
such failure to each Non-Consenting Party who submitted or vo+-.ed 
for an alternative proposal under this Article to drill such well 
to a shallower Zone than the deepest objective Zone proposed in the 
notice under which such well was drilled. Each such Non-Consenting 
Party shal have the option exercisable for forty-eight (48) hours 
receipt of such notice to 
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participate in the initial proposed Completion of such well. Each ­
such Non-Consenting Party may exercise such option by notifying the 
Project Manager that it wishes to participate in such Completion 
and by paying its share of the cost of drilling such well to its 
actual depth, - calculated in the manner provided in Article 
7. 8 (B) ( 1). If any such Non-Consenting Party does not properly 
elect to participate in the first Competion proposed for such well, 
the relinquishment provisions of Article 7.4(B) shall continue to 
apply to such Non-Consenting Party's interest. 

7.7 Stand By Costs 

(A) When an operation has been performed, all tests have been 
conducted and the results of such tests furnished to the Faries, 
stand by costs incurred pending response to any Party's notice 
proposing and Exclusive Operation for Deepening, Testing, 
Sidetracking, Competing, Plugging Back, Recompleting, Reworking or 
other furhter operation in such w~ll (including the period required 
under Article 7.6 to resolve competing proposals) shall be charged 
and borne as part of the operation just completed. Stand by costs 
incurred subsequent to all Parties responding, or expiration of the 
response time permitted, whichever first occurs, shall be charged 
to and borne by the Parties proposing the Exclusive Operation in 
proportion to their Participating Interests, regardless of whether 
such Exclusive Operation is actually conducted. 

(B) If a further operaion is proposed while the drilling rig to be 
utilized is on location, any Party may request and receive up to 
five (5) additional Days after expiration of the applicable 
response period specified in Article 7.2(B) within which to respond 
by notifying Project Manager that such Party agrees to bear all 
stand by costs and other costs incurred during such extended 
response period . Project Manager may require such Party to pay the 
estimated stand by time in advance as a condition to extending the 
response period. If more than one Party requests sucha additional 
time to respond to the notice, stand by costs shall be allocated 
between such Parties on a Day-to-Day basis in proportion to their 
Participating Interests. 
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Check if desired . 
OPTIONAL PROVISION 
7.8 Special Considerations Regarding Deepening and Sidetracking 

(A) An Exclusive Well shall not be Deepened or Sidetracked without 
first affording the Non-consenting Parties in accordance with this 
Article the opportunity to participate in such operation. 

(B) In the event any Consenting Party desires to Deepen or 
Sidetrack an Exclusive Well, Such Party shall initiate the 
procedure contemplated by Article 7.2. If a Deepening or 
Sidetracking operation is approved pursuant to such provisions, and 
if any Non-Consenting Party to the Exclusive Well elects to 
participate in such Deepening or Sidetracking operation, the 
payment, if any, pursuant to Article 7.5 of such Non-Consenting and 
expenses: 

-
(1) If the proposal is to Deepen or Sidet~ack and is made prior to 
the Compleiton of such well as a Commercial Discovery, then payment 
shall be based on such Non-Consenting Party's Participating 
Interest share of the liabilities and expenses incurred in 
connection with drilling the Exclusive Well from the surface to the 
depth previously drilled which such Non-Consenting Party would have 
paid had such Non-Consent Party agreed to participate in such 
Exclusive Well, plus the Non-Consenting Party's Participating 
interest share of the liabilities and expenses of Deepening or 
Sidetracking and of participating in any further operations on such 
Exclusive well in accordance with the other provisions of this 
Agreement; provided, however, all liabilities and expenses for 
Testing and Completing or attempting completion of the well 
incurred by consenting parties prior to the commencement of actual 
operations to Deepen or Sidetrack beyond the depth previously 
drilled shall be for the sole account of consenting parties in the 
proportion their participating Interest bears to the aggregate of 
their participating Interests. 

60 

,. 



. 
b 

(2) If the proposal is to Deepen or Sidetrack and is made for an 
Exclusive Well that has been previously completed as a Commercial 
Discovery, but is no longer producing, then payment shall be based 
on the Non-Consenting Party's participating Interest share of all 
costs of drilling and Completing said well from the surface to the 
depth previously drilled, calculated in the manner provided in 
Articicle 7.S(B) (1), less those costs recouped by the Consenting 
Parties from the sale of production from such Exclusive Well, plus 
the Non-Consenting Party's Participating Interest share of all 
costs of re-entering said well, plus the Non-consenting Party's 
proportionate part(based on the percentage of Exclusive well such 
Non-Consenting party would have owned had it previously 
participated in such Exclusive well) of - the costs of salvable 
materials and equipment remaining in the hole and salvable surface 
equipment used in connection with such well shall be determined in 
accordance with the Accounting Procedure. If at the time such 
Deepening or Sidetracking operation is conducted the Consenting 
Parties have recouped from the Exclusive well the amount calculated 
pursuant to Article 7.5, then a Non-Consenting Party may 
participate in the Deepening or Sidetracking of the Exclusive well 
with no payment for liabilities and expenses incurred prior to re­
entering the well for Deepening or Sidetracking. 

7.9 Miscellaneous 

(A) Each Exclusive Operation shall be carried out by the 
Consenting Parties acting as the Project Management Committee, 
subject to the provisions of this Agreement applied mutatis 
mutandis to such Exclusive Operation and subject to the terms 
and conditions of the Contract. 

(B) The computation of liabilities and expenses incurred in 
Exclusive Operations, including the liabilities and expenses 
of Project Manager for conducting such operations, shall be 
made in accordance with the principles set out in Accounting 
Procedure. 
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(C) Project Manager shall maintain separate books, financial 

records and accounts for Exclusive- Operations which shall be 
subject to the same rights of audit and examination as the Joint 
Account and related records, all as provided in the Accounting 
Procedure. Said rights of audit and examination shall extend to 
each of the Consenting Parties and each of the Non-Consenting 
Parties so long as the latter are, or may be, entitled to elect to 
participate in such operations. 

(D) Operator, if it is not a Consenting Party and it is 
conducting an Exclusive Operation for the Consenting Parties, 
shall be entitled to request cash advances and shall not be 
required to use its own funds to pay any cost and expense and 
shall not be obliged to commence or continue Exclusive 
Operations until cash advances requested have been made, and 
the Accounting Procedure shall apply to Operator in respect of 
any Exclusive Operations conducted by it. 

(E) Should the submission of a Development Plan be approved 
in accordance with Article 5.9, or should any party propose a 
development in accordance with Article VII, with either 
proposal not calling for the conduct of additional appraisal 
drilling, and should any Party wish to drill an additional 
Appraisal Well prior to development, then the Party proposing 
the Appraisal Well as an Exclusive Operation shall be entitled 
to proceed first, but without the right to future 
reimbursement of costs or to any premium, pursuant to Article 
7.5. If, as the result of drilling such Appraisal Well as an 
Exclusive Operation, the Party proposing to apply for an 
Exploitation Area decides to not develop the reservoir, then 
each Non-Consenting Party who voted in favor of such 
Development Plan prior to the drilling of such Appraisal Well 
shall pay to the Consenting Party the amount such Non­
Consenting Party would have paid had such Appraisal Well been 
drilled as a Joint Operation. 

(F) In the case of any Exclusive Operation for Deepening, 
Testing, Completing, Sidetracking, Plugging Back Recompleting 
or Rework, the Consenting Parties shall be permitted to use, 
free of cost, all casing, tubing and othe1 equipment in the 
Well, that is not needed for Joint Operations, but the 
ownership of all such equipment shall remain 
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unchanged. On abandonment of a well after such Exclusive 
Operation, the Consenting Parties shall account for all such 
equipment to the Parties who shall receive their resrective 
Participating Interest shares, in value, less_ cost of salvage 

(G) If the Project Manager is a Non-Consenting Party to an 
Exclusive Project Manager to develop a Discovery, then subject 
to obtaining any necessary Government approval the Project 
Manager may resign, but in any event shall resign on the 
request of the Consenting Parties, as Project Manager for the 
Exploitation Area for such Discovery and the Consenting 
Parties shall select a Party to serve as Project Manager. 
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1 ARTICLE Vll - DEFAULT 

2 8.1 Default and Notice 

3 
4 

6 

12 

13 

Any Party that fails to pay when its Participating 
Interest share of Joint Account expenses including 
cash advances and interest, accrued pursuant to this -
Agreement (a "Defaulting Party") shall be in default 
under this Agreement. PM, or any other Party in the case 
of the default of PM, shall promptly give written notice 
of such default to such Party and each of the non­
defaulting Parties. The amount not paid by the 
Defaulting Party shall bear interest from the date 11.due 
until paid in full. Interest will be calculated using 
the Agreed Interest Rate. 

Project Management Committee Meetings and Data 

After any default has continued for five (5) 
Business days from the date of written notice of default 
under Article 8 .1 and for as long thereafter us the 
Defaulting Party remains in default on any payment due 
under this Agreement, the Defaulting Party shall not be 
entitled to attend Project Management committee meetings 
or to vote on any matter coming before the Project 
Management committee during the period such default 
continues. Unless agreed otherwise by the non-defaulting 
Parties, the voting interest of each non-defaulting Party 
shall be in the proportion which its Participating 
Interest bears to the total of the Participating 
Interests of all the non-defaulting Parties. Any matters 
requiring unanimous vote of the Parties shall be deemed 
to exclude the Defaulting Party. After the said five (5) 
Business Days and while the Defaulting Party shall not 
have access to any data or information relating to Joint 
Operations, and non-defaulting Parties shall be entitled 
to trade date without such Defaulting Party's consent and 
the Defaulting Party shall have no right to any data 
received on such trade unless and until its deafault is 
remedied in full. Notwithstanding the foregoing, the 
Defaulting Party shall be deemed to have approved, and 
shall join with the non-defaulting Parties in taking any 
action to maintain and preserve the contract. 
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1 8.3 Allocation of Defaulted Accounts 

2 
notice 

(A) Project Manager shall, either at the time of giving 

of default as provided in Article 8.1, or by S9perate 
notice, notify each non-defaulting Party the sum of money 
it is to pay as its portion (such protion being in the 
ratio that .each non-defaulting Party's Participating 
Interest bears to the Participating Interests of all non­
defaulting Parties) of such amount in default. Each non­
defaulting Party shall, if such default continues, pay 
Project Manager, within five (5) which the Defaulting 
Party failed to pay. If any non-dafaulting Party fails 
to pay its share of the amount in default as aforesaid, 
such non-defaulting Party shall thereupon be in default 
and shall be a Defaulting Party subject to the provisions 
of this Article. The _non-defaulting Parties which pay 
the amount owed by any Defaulting Party shall be entitled 
to receive their respective share of the principal and 
interest payable by such Defaulting Party pursuant to 
Article 8.1. 

(B) The total of all amounts paid by the non 
defaulting Parties for the Defaulting Party, together 
with interest accrued on such amounts shall constitute a 
debt due and owing by the Defaulting party to the non­
defaulting Parties in proportion to such amounts paid. 
In addition the non-defaulting Parties may in the wanner 
contemplated by this Article, satisfy such debt {together 
with interest) and may accrue an amount equal to the 
Defaulting Party's Participating Interest share of the 
estimated cost to abandon any Joint Property. 

(C} A De faulting Party may remedy its default by paying to 
PM the total amount due, together with interest 
calculated as provided in Article 8.1 at nay time prior 
to transfer of its interest pursuant to Article 8.4, and 
upon rece ipt of such payment Project Manager shall remit 
to e ach non-defaulting Party its proportionate share of 
such amount. 

(D) The rights granted to each non-defaulting Party 
pursuant to this Article, shall be in addition to, 

and not in substitution for any other 
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rights or remedies which each non-defaulting P3rty may 
have at law or equity or pursuant to the other provisivns 
of this Agreement. 

8.4 Transfer of Interest 

(A) For thirty (30) Days after each failure by the 
Defaulting Party to remedy its default by the thirtieth 
(30th) Day following notice of default without prejudice 
to any othe rights of the non-defaulting Parties to 
recover the amounts paid for the Defaulting Party, 
together with interest accrued on such amount, each non­
defaulting Party shall have the option to give notice to 
the defaulting Party requiring the Defaulting Party to 
transfer its interest to the non-defaulting Parties. 
To that end if any of the non-defaulting Parties so 
elect, the Defaulting Party shall be deemed to have 
transferred and to have empowered the electing non­
defaulting parties to execute on said Defaulting Party's 
behalf any documents required to effect a transfer, of 
all of its right, title and beneficial interest in and 
under this Agreement and the contract, and in all wells 
and Joint Party shall execute a Power of Attorney in the 
form prescribed by the Project Management Committee. The 
Defaulting Party shall without delay followin1 any 
request from the non-defaulting Parties, do any and all 
acts required to be done by applicable law or regulation 
in order to render such transfer legally valid, 
including, without limitation, the obtaining of all 
governmental consents and approvals, and shall execute 
any and all documents and take such other actions as may 
be necessary in order to efect prompt and valid transfer 
of the interests described above, free of all liens and 
encumbrances. In the event all Government approvals are 
not timely obtained, the Defaulting party shall hold its 
Participating Interests in trust for such non-defaulting 
Parties who elected to assume such Defaulting Party's 
Participating Interest. 

(B) In the absence of an agreement among the non­
defaulting Parties shall be in the proportion that the 
non-defaulting Parties shall be in the proportion that 
the non-defaulting Parties have paid the amounts due from 
the Defaulting Party. 
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1 (C) Subject to Article 12 .1 (C), on the effective date of 
such transfer the Defaulting Party shall forthwith cease 
to be a party to this_ Agreement to the extent of the 
Participating Interest so transferred. The acceptance 
ofr non-acceptance by a non-defaulting Party of any 
portion of a Defaulting Party's Participating Interest 
shall be without prejudice to any rights or remed!.es such 
non-defaulting Parties have to recover the outstanding 
debts (including interest) owed by the Defaulting Party. 

8.5 Continuation of Interest 

If within thirth (30) Days after each failure by the 
Defaulting Party to remedy its default by the thirtieth 
(30th) Day following notice of default the non-defaulting 
Parties elect to not acquire the Defaulting Party's 
Participating Interest as provided in Article 8.4 and to 
continue to bear the Defaulting Party's Participating 
Interest share of liabilities and expenses, then the non­
defaulting Parties shall accumulate all such liabilities 
and expenses as a debt pursuant to Article VIII, but the 
Defaulting Party shall continue to be a Party subject to 
Article 8 . 2 and Article 8 . 7. If PM disposes of any Joint 
Property or any other credit or adjustment is made to the 
Joint Account, or if Project Manager sells any of the 
Defaulting Party's Participating Interest share of 
Hydrocarbons, then, in respect of the Defaulting Party's 
Participating Interest share of proceeds of such 
disposal, credit or adjustment or sale, Project Manager 
shall be entitled to retain and to set off the same 
against all amounts, togehter with interest accruej on 
such amount , due and owing from the Deafaulting Party 
plus an accrued amount equal to the Defaulting party;s 
Participating Interest share of the estimated cost to 
abandon any Joint Propety. Any surplus remaining after 
setting off the same as aforesaid shall be apid promptly 
to the dafaulting Party. 

30 8.6 Abandonment 

If, within thirty (30) Days after the failure by 
Defaulting Party to remedy its default by the thirtieth 
(30th) Day as aforesaid, no 
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non-defaulting Party elects t.0 acquire the Defaulting 
Party's Participating Interest as provided in Article 
8. 4, or to bear the Defaulting Party's Participating 
Interest share of liabilities and expenses as provided in 
Article 8.5, then no transfer shall be amde and Joint 
Operations shall be abandoned subjec~ to any necessary 
consents and noticies being given, and each Party, 
including the Defaulting Party shall pay its 
Participating Interest share of all costs of abandoning 
and relinquishing the Contract. If abandonment occurs ar 
aforesaid, all monies apid by the non-defaulting Parties 
for the Defaulting Party pursuant to Article 8.3, 
together with interest accrued on such amount, shall 
remain a debt due and owing by the Defaulting Party. 

8.7 Sale of Hydrocarbons 

If a Party defaults after the commencement of 
commercial production and has not remedied the default by 
the thirtieth (30th) Day as aforesaid,then, during the 
continuance of such default, the Defaulting Party shall 
not be entitled to its participating Interst share of 
Hydrocarbons which shall vest in and be the property of 
non-defaulting Parties, and Project Manager shall be 
authorized to sell such Hydrocarbons at the best price 
obtainable under the circumstances and, after deducting 
all costs, charges and expenses incurred by PM in 
connection with such sale, pay the proceeds 
proportionately to the non-defaulting parties which 
proceeds shall be credited against all monies advanced 
pursuant to Article 8.3, togehter with interest accrued 
thereon. Any surplus remaining shall be paid to the 
Defaulting Party, and any deficiency shall remain a debt 
due from the Defaulting Party to the non- defaulting 
Parties. Notwithstanding any such sales by Project 
Manager, the provisions of Article 8.4 shall continue to 
apply, 

28 8.8 No Right of Set Off 

Each Party acknowledge and accepts that a 
funderrnental principleof this Agreement is that each 
Party pays its Participating Interest Share of all 
amounts due under this Agreement as and when required. 
Accordingly, any Party which becomes a Defaulting Party 
undertakes that, 
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in respect of either any exercise by the non-defaulting 
Parties of any rights under or the application of any of the 
provisons of this Article, such Party shall not raise by way 
of set off or invoke as a defense, whether in law or equity, 
any failure to pay amounts due and owing under theis Agreement 
or any alleged or unliquidated claim that such Party may have 
against Project Manager or any Non-Operator, whether such 
claim arises under this Contract or otherwise. Such party 
further undertakes not to raise by way of defense, whether in 
law or in equity, that the nature of the amount of the 
reme dies granted to the non-defaulting Parties in unreasonable 
or excessive. 
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ARTICLE IX - DISPOSITION OF PRODUCTION 

9.1 Right and Obligations to Take in Kind 

Except as otherwise provided in this Article, each 
Party_shall have the right and obligation to own, take a 
kind and seperately dispose of its Participating 
Interest share of total production availble to the 
Parties pursuant to the Contract from any Exploitation 
Area in such quantities and in accordance with such 
procedures as may be set forth in the offtake agreemert 
referred to in Article 9.2 or in the special 
arrangements for natural gas referred to in Article 
If Government Oil Company is party to the offtake 
agreement, then the Parties shall endeavour to obatin its 
agreement to the principles set forth in this Article. 

9.2 Offtake Agreement for Crude Oil 

If crude oil is to be produced from an Exploitation Area, 
the Parties shall in good faith, and not less than three 
months prior to first delivery of crude oil, negotiate 
and conclude the terms of an agreement to cover the 
offtake of crude oil produced under the Contract. The 
government Oil company may, if necessary and practicable, 
also be party to 20 the offtake agreement. This offtake 
agreement shall, to the 21 extent consistent with the 
Contract, make provision for: 

(A) The delivery point, at which title and risk of loss 
of Participating Interest shares of crude oil shall pass 
to the Parties interested (or the Parties may otherwise 
agree); 

(B) Project Manager's regulator periodic advice to the 
Parties of estimates of total available production for 
succeeding periods, Participating Interest shares and 
grades of crude oil, for as far ahead as is necessary 
for Project Manager and the Parties to plan offtake 
arrangements. Such advice shall also cover for each 
grade of crude oil total available production and 
deliveries for the preceding period, inventory and 
overlifts and underlifts; 
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(C) Nomination by the Parties to Project Manager of 
acceptance of their Participating Interest share of total 
availble production for the succeeeding period. Such 
nominations shall in any one period be for each party's 
entire Participating Interest share arising during that period 
subject to operational tolerance and agreed minimum economic 
cargo sizes or as the parties may otherwise agree; 

(D) Eliminationof overlifts; 

(E) If offshore loading or shore terminal for vessel 
loading is involved, risks regarding acceptibility of tankers, 
demurrage and (if applicable) availability of berths; 

(F) Distribution to the Parties of Entitlements to ensure, to 
the extent Parties take delivery of their Entitlements in 
proportion to the accrual of such Entitlements, that each 
Party shall receive currently Entitlements of grades, 
gravities and qualitie of Hydrocarbons similar to Hydrocarbons 
received by each other Party. 

(G) To the extent that distribution of Entitlements on 
such basis is impracticable due to availability of facilities 
and minimum cargo sizes, a method of making periodic 
adjustments; and 

(H) The option and the right of the other Parties to 
sell an Entitlement which a Party fails to nominate for 
acceptance pursuant to (C) above or of which a Party fails to 
take delivery, in accordance with applicable agreed 
procedures, provided that such failure either constitutes a 
breach of Project Manager's or Parties' obligations under the 
terms of the Contract, or is likely to result in the 
curtainlment or shut-in of production. such sales shall be 
made only to the limited extent necessary to avoid disruption 
in Joint Operations. Project Manager shall give all Parties 
as much notice as is practicable of such situation and that a 
sale option has arisen. Any sale shall be of the unnominated 
or undelivered Entitlement as the case may be and for 
reasonable periods of time as are consistent with the minimum 
needs of the industry and in no 
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event to exceed twelve (12) months. The right of sale shall 
be revocable at will subject to any prior contractual 
commitments. Sales to non-affiliated third parties shall be 
for the realized price f.o.b. the delivery point. Sales to 
any of the Parties or their Affiliates shall be at current 
market value f .o.b. the delivery point. The Party arranging .. 
the sale shall pay to the Party whose Entitlement is involved 
the above price after deduction of all costs, including 
storage costs, incurred in respect of such sale and a 
marketing fee _of an agreed percentage of the applicable price 
less deductions, reflecting actual costs of disposal at 
immediate notice. current market value shall be the value of 
the Entitlement in international markets (unless the 
Entitlement was required to be delivered into the Government,s 
domestic market, in which case it shall be the value therein) 
between a willing buyer and a willing seller and shall be 
agreed between the two Parties concerned, or failing 
agreement, determined by an expert to be appointed in 
accordance with procedures set forth in the offtake agreement. 

9 . 3 Separate Agreement for Natural Gas 

The Parties recognize that if natural gas is discovered it may 
be necessary for the Parties to enter into special 
arrangements for the disposal of the natural gas, which are 
cons istent with the Development Plan and subject to the terms 
of the Concession. 
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ARTICLE X - ABANDONMENT OF WELLS 

Abandonment of Wells Drilled as Joint Operations 

(A) Any well which has been drilled as a Joint Operation and 
which is proposed to be plugged and abandoned shall not be 
plugged and abandoned without the consent of all Parties. 

(B) Should any such Party fail to reply within the period 
prescribed in Article 5.12(A) (1) or Article 5.12{A) (2), 
whichever is applicable, after delivery of notice of the 
Project Manager's proposal to plug and abandon such wel~, such 
Party shall be deemed to have consented to the proposeu 
abandonment. If all the Parties consent to abandonment, such 
well shall be plugged and abandoned in accordance with 
applicable regulations and at the cost, risk and expense of 
the Parties who particiapted in the cost of drilling such 
well. 

(C) If all Parties do not agree to the abandonment of such 
well, those wishing to continue operations shall assume 
financial responsibility over the well and shall be deemed to 
be Consenting Parties conducting an Exclusive Operation 
pursuant to Article VII. 
In the case of producing well, the Consenting Parties shall be 
entitled to continue producing only from the Zone open to 
production at the time they assumed responsibility for the 
well. 

(D) Consenting Parties taking over a well as provided above 
shall tender to each of tghe Non-Consenting Parties such Non­
Consenting Parties' Participating Interest share of the value 
of the well's salvable material and equipment, determined in 
accordance with the Accounting Procedure,less the estimated 
cost of salvaging and the estimated cost of plugging and 
abandoning as of the date the Consenting Party assumed 
responsibility for the well; provided, however, that in the 
event the estimated plugging and abandoning and the estimated 
cost of salvaging are higher than the value of the well's 
salvable material and equipment, each of the abandoning 
Parties shall continue to be 
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(B) Any Party shall have the right to extend the term of 
the Exploration or Exploitation period· or any phase of 
the Concession Agreement to enter into a new phase of the 
Exploration period or extend the term of the co_pcession. 
Any Party not wishing to extend, shall have a right to 
withdraw, subject to the requirements of Article XIII. 
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ARTICLE XII - TRANSFER OF INTERESTS OR RIGHTS 

12.1 Obligations 

(A) Subject always to the requirements of the 
Concession, the transfer of all or part of a Party's 
Participating interest shall be effective only if it 
satisfies the terms and conditions of this Article. 

(B) Except in the case of a Party transferring all of 
its participating Interest, no transfer shall be made by 
any Party which results in the transferor or the 
transferee holding a participating Interest of less than 
five percent (5%) or holding any Interest other than a 
participating Interest in the concession, the Concession 
Area and this Agreement. 

(C) The transferring Party shall, notwithstanding the 
transfer, be liable to the other Parties for any 
obligations, financial or otherwise, which have vested, 
matured or a accrued under the provision of the 
Concession Agreement or this Agreement prior to such 
transfer. Such obligations shall include, without 
limitation, any proposed expenditure approved by the 
Project Management Committee, prior to the transferring 
Party notifying the other Parties of its proposed 
transfer. 

(D) The transferee shall have no rights in and under the 
concession, the Concession Area or this Agreement unless 
and until it obtains the necessary Government's approval 
and expressly undertakes in writing to perform the 
obligations of the transferor under the concession and 
this Agreement in respect of the Participating Interest 
being transferred, to the satisfaction of the Parties and 
furnishes any guarantees required by the Government or 
the Concession. 

(E) The transferee shall have no rights in and under the 
concession, the Concession Area or this Agreement unless 
each Party has consented in writing to such transfer, 
which consent shall be denied only if such transferee 
fails to establish to the reasonable satisfaction of each 

77 



(> 
0 

r 

Party its financial or technical capability to 
perform its obligations under the Concession -
Agreement and this Agreement. 

(!') Nothing contained in this Article shall 
prevent a Party from mortgaging, pledging, charging 
or otherwise encumbering all or part of its 
interest in the concession Area and in and under 
this Agreement for the purpose of security relating 
to finance provided that: 

{l) Such party shall remain liable for all 
obligations relating to such interest; 

(2) the encumbrance shall be subject to any 
necessary approval of the Government and 
be expressly subordinated to the rights of 
the other Parties under this Agreement; 
and 

(3) such party shall ensure that any such 
mortgage, pledge, charge or encumbrance shall 
be expressed to be without prejudice to the 
provisions of this Agreement. 

Check one optional Alternative if desired. 

()(] OPTIONAL ALTERNATIVE NO. 1 - Preferential Rights 

(G) Any transfer of all or a portion of participating 
Interest whether directly or indirectly by assignment, 
merger, consolidation, or sale of stock, or other 
conveyance, other that with or to an Affiliate, shall be 
subject to the following procedure: 

{l) Once the transferor party and a proposed 
transferee ( a third party or a party) have fully 
negotiated the final terms and conditions of a 
transfer, such final terms and conditions shall be 
disclosed in detail to all parties in a written 
notification from the transferor. Each party shall 
have the right to acquire the participating 
interest from the transferor on the same terms and 
conditions agreed to by the proposed transferee if, 
within thirty (30) Days of transferor's written 
notification, such party delivers to all other 
parties a counter-notification that it accepts the 
agreed upon terms and conditions of the transfer 
without 
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reservations or conditions. If no party delivers such counter 
notification, the transfer to the proposed tranferee may be 
made, subject to the other provisions of this Article 12, 
under terms and conditions no more favorable to the transferee 
than those set forth in the notice to the parties, provided 
that the transfer shall be concluded within one hundred eighty 
(180) Days from the date ot_.the notice plus such reasonable 
additional period as may be required to secured governmental 
approvals. 

(2) If more than one Party counter-notifies that it intends 
to acquire the participating interest which is the subject of 
the proposed transfer, then each such party shall acquire a 
proportion of the participating interest to be tranferred 
equal to the ratio of its own participating interest to the 
total participation interest of all _ the counter-notifying 
parties, unless they otherwise agree; and 

(3) In the event that a party's proposed transfer of part or 
all of its participating interest involves consideration other 
than cash or involves other properties included in a wider 
transaction (package deal) then the consideration payable for 
the participating interest exclusively shall be allocated a 
reasonable and justifiable cash value by the transferor in any 
notification to the oher parties. Such other parties may 
satisfy the requirements of this Article by agreeing to pay 
such cash value in lieu of the consideraion payable in the 
third-party offer. 

[] OPTIONAL ALTERNATIVE NO. 2 - Right of First Negotiation 

(G) Any transfer of all or a portion of a party's 
participating Interest whether directly or indirectly by 
assignment, merger, consolidation, sale of stock, or other 
conveyance, other than with or to an Affiliate shall be 
subject to the following procedure: 

(1) In the event that a party wishes to transfer any 
part or all of its participating interrest, it shall send 
all other parties 
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written notification of its intention and invite them to 
submit offers therefor. The other Parties shall have thirty (30) 
Days from the date of such notification to deliver a counter­
notification with a binding offer in accordance with Article 
12.l(G) (3). If the prospective transferor Party accepts the offer, 
hte prospective transferor and the offering Party shall have the 
next sixty (60) Days in which to negotiable in good faith an:i 
execute the terms and conditions of a mutually acceptable transfer 
agreement. If the prospective transferor does not find any Party's 
offer acceptable, or if sixty (60) Days elapse and it is evident to 
the prospective transferor that a fully negotiated agreement with 
an offering Party is not imminent, the propsective transferor shall 
be entitled for a period of one hundred eighty (180) Days, plus 
such reasonable additional period as may be neccessary to secure 
governmental approvals, to transfer its Participating Interest to 
a third party subject to the obligations set forth in this Article, 
so long as terms and conditions of the transfer to a third party 
are more favorable to the prospective transferor than the best 
terms and conditions offered by any Party; 

(2) If more than one Party counter-notifies the prospective 
transferor that it intends to acquire the Participating Interest 
which is the subject of the proposed transfer, then each such Party 
shall acquire a proportion of the Participating Interest to be 
transferred equal to the ratio of its own Participating Interest to 
the total Participating Interests of all the counter-notifying 
Parties, unless they otherwise agree; 

(3) All Parties giving such counter-notice shall meet to formulate 
a joint offer. Each such Party shall make known to the other 
Parties the highest price or value in which it is willing to offer 
to the prospective transferor. The proposal with the highest price 
or value shall be offerred to the prospective transferor as the 
joint proposal of the Parties still willing to particulars in such 
offer under the provisions of (1) and (2) above; 
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(4) In the event that a Party's proposed transfer of part or all 
of its Participating Interest involves consideration other than 
cash or involves other properties included in a wider transaction 
(package deal), then the consideration payable for the 
Participating Interest exclusively shall be allocated a reasonable 
and justifiable cash value by the prospective transferor in any 
notification to the other Parties. Such other Parties may satisfy 
the requirements of this Article by agreeing to pay such cash value 
in lieu of the consideration payable in the third-party offer. 

12.2 Rights 

(A) Each Party shall have the right, subject to the provisions of 
Article 12 . 2, to freely transfer its Participating Interest. 

Check if desired. 
OPTIONAL PROVISION 
(B) If the transfer of all or a portion of a Party's Participating 
Interest whether directly or indirect by assignment, merger, 
consolidation, sale of stock, or other conveyance is part of a 
wider transaction (package deal) involving such assets, such 
transfer shall be subject to Article 12 . 2(G), only if such 
prospective tranferor's Participating Interest represents Forty 
five percent (45%) or more of the value of such wider transaction. 
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ARTICLE XIII - WITHDRAWAL FROM AGREEMENT 

13.1 Right of Withdrawal 

(A) Subject to the provisions of this Article, any Party may 
withdraw from this Agreement and the concession by giving notice to 
all other Parties stating its decision to withdraw and specifying 
a proposed effective date of withdrawal which shall be at least 
sixty {60) Days, but not more than one hundred eighty (180) Days 
after the date of such notice. Such notice shall be unconditional 
and irrevocable when given. 

(B) Notwithstanding Article 13.1 (A) a Party shall not have the 
right to withdraw from this Agreement and the Concession until the 
Minimum Work Obligation set forth in the Concession has been 
fulfilled. However, if the Project Management Committee or any 
Party decides to accept new Minimum Work Obligations by voluntarily 
extending the currnet or entering into a new exploration period 
under the Concession, a Party that voted against such decision 
shall not be prevented from withdrawing; provided that such Party 
delivers notice of its withdrawal to all Parties within thirty (30) 
Days of such vote pursuant to Article 11 . 2 and fully satisfie~ its 
outstanding Minimum Work Obligation, if any. 

{C) Subject to Articles 13.l{A) and (B) and Article 13.5, the 
effective date of withdrawal for a withdrawing Party shall be the 
later of: 

(1) The date proposed in the notice of withdrawal; or 

(2) The date that the withdrawing Party has fulfilled 
its obligations under this Article. 

13 . 2 Partial or Complete Withdrawal 

(A) Within thirty (30) Days of receipt each withdrawing 
Party's notification, each of the other Parties may also give 
notice that it desires to withdraw from this Agreement and the 
Concession . Should all Parties give notice of withdrawal, the 
Parties shall proceed to abandon 
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the concession Area and terminate the Concession and this 
Agreement. If less than all of the Parties--give such notice of 
withdrawal, then the withdrawing Parties shall take all steps to 
withdraw from the Concession and this Agreemnt on the earliest 
possible date and execute and deliver all necessary instruments and 
documents to assign their Paricipating Interest to the Parties 
which are not withstanding, without any compensation whatsoever, in 
accordance with the provisions of Article 13.6. 

(B) If any part of the withdrawing Party's Participating Interest 
remains unclaimed after sixty (60) Days from the date of the first 
notice of withdrawal, the Partie shall be deemed to have decided to 
withdraw from the concession and this Agreement, unless at least 
one Party agrees to accept the unclaimed Participating Interest. 

(C) Any Party withdrawing under Article 11.2 or under this Article 
shall: 

Check one Alternative. 
ALTERNATIVE NO. 1 

Withdraw from the entirety of the concession Area, ~ncluding all 
Exploitation Areas and all Discoveries made prior to such 
withdrawal, and thus abandon to the other Parties not joining in 
its withdrawal all its rights to Cost Oil and Profit generated by 
Operations after such withdrawal and all rights in such associated 
Joint Property. 

X ALTERNATIVE NO. 2 

Withdraw from all exploration activities under the Concession, but 
not from any Exploitation Area, Commercial Discovery, or Discovery 
whether appraised or not, made prior to such withdrawal. Such 
withdrawing Party shall retain its rights in the Join Property but 
only insofar as they relate to any Exploitation Area, Commercial 
Discovery or Discovery whether appraised or not, and shall abadon 
all other rights in the Joint Property. 
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13.3 Voting 

After giving its notification of withdrawal, a Party shall not 
be entitled to vote on any matters coming before the P1oject 
Management Committee, ohter than matters for which such Party has 
financial responsibility. 

13.4 Obligations and Liabilities 

(A) A withdrawing Party, prior to its withdrawal, .shall 
satisfy all obligations and liabilities it has incurred or 
attributable to it prior to its withdral, including, without 
limitation, any expenditures budgeted and/or approved by the 
Project Management committee prior to its written notification of 
withdrawal (development projects included), and any liability for 
acts, occurrences or circumstance taking place or existing prior to 
its withdrawal. Furthermore, any liens, charges and other 
encumbrances which the withdrawing Party place on such Party's 
participating Interest prior to its withdrawal shall be fully 
satisfied or released, at the withdrawing Party's expense, prior to 
its withdrawal. A Party's withdrawal shall not releve to any 
oblj gations or liabilities attributable to the withdrawing Party 
which are not identified or identifiable at the time of withdrawal. 

(B) Notwistanding the foregoing, a Party shall not be liable for 
any operations or expenditures it voted against if it sends 
notifiction of its withdrawal within five (5) Days (or within 
twenty-four (24) hours if the drilling rig to be used in such 
operation is standing by on the Concession ARea) of the Project 
Management Committee vote approving such operation or expenditure, 
nor shall such Party be liable for any operations or expenditure 
approved by the Project Management Committee, excluding those 
approved pursuant to Article 13. 5, after notice has been given 
pursuant to Article 13.1. 
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13.5 Emergency 

A Party's notification of withdrawal shall not become 
· effective if prior to the proposed date of withdrawal a well goes 
out of control or a fire, blow out, sabotage or other emergency 
occurs. The notification of withdrawal shall become effective only 
after the emergency has been contained and the withdrawing Party 
has paid, or has provided, security satisfatory to the Parties for 
its Participating Interest share of the costs of such emergency. 

13.6 Assignment 

A withdrawing Party shall assign its Participating Interest to 
each of the non-withdrawing Parties which shall be allocated to 
them in the proportion which each of their Participating Interests 
(piror to the withdrawal) bears to the total Participating 
Interests of all the non-withdrawing Parties agree otherwise. The 
expenses associated with the withdrawal and assignments shall be 
borne by the withdrawing Party. 

13.7 Approvals 

A withdrawing Party shall promptly join in such actions as may 
be necessary or desirable to obtain any Government approvals 
required in connection with the withdrawal and assignments, and any 
penalties or expenses incurred by the Parties in connection with 
such withdrawal shall be borne by the withdrawing Party. 

Check one Alternative. 

13.8 Abandonment Security 

ALTERNATIVE NO. 1 - Short Form Abandonment Security 
(A) A withdrawing Party shall provide Security satisfactory 

to the other Parties to satisfy any such obligations or liabilites 
which were approved or accrued prior to notice of withdrawal, but 
which become due after its withdrawal, including, without 
limitation, Security to cover the costs of an abandonment, if 
applicable. 
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ALTERNATIVE NO, 2 - Long Form Abandonment Security 

If under the terms of the Concession or applicable law, the 
Parties are or become obliged to pay or contribute to the cost of 
abandonment, then the following provisions shall ·apply: 

(A) During preparation of a Development Plan, the Parties 
shall negotiable and agree a security agreemnt, which shall be 
compelted and executed by all Parties participating in such 
Development Plan prior to appJ.ication for an Exploitation Area. 
The security agreement shall incorporate the following principles: 

(1) Security shall be provided by each such Party for each 
calendar Year commencing with the Calendar Year in which the 
Discounted New Value equals one hundred twenty-five percent (125%) 
of the Discounted Net Cost. 

(2) The amount of Security required to be provided by each 
such Party in any Calendar Year {inclu_ding security previously 
provided which will still be current throughout such Calendar Year) 
shall be equal to the amount by which one hundred twenty-five 
(125%) of the Discounted Net Cost exceeds the Discounted Net Value. 

"Discounted Net Cost" means htat portion of each Party's 
anticipated before tax cost of abandoning a development in 
accordance with applicable law which remains after deduction of 
salvage value. Such portion should be calculated at the 
anticipated time of abandonment and discounted at the Disocunt Rate 
to December 31, of the Calendar Year in question. 

"Discounted Net Value" means the vlaue of each Party's 
estimated Entitlement which remains after payment of estimated 
liabilities and expenses required to win, save and transport such 
production to the delivery point and after deduction of estimated 
applicable taxes, royalties, imposts and levies on such production. 
Such Entitlement shall be calculated using estimated market prices 
and including taxes on income, discounted at the Discount Rate to 
December 31, of the Calendar 

86 



e 
0 

f 

Year in question. No account shall be taken of tax allowances 
expected to be available in respect of the costs of abandonment. 

"Discount Rate" means the rate per annum equal to the one (1) 
month term, LIBOR rate for u.s Dollar deposits as published by~ 
wall street Jounal or if not published then by the Financial Times 
of London effective as of thirty (30) Business Days prior to the 
start of a Calendar Year. 

(B) Failure to provide Security shal..l constitute default 
under this Agreemeht. 

(C) "Security" means a standby letter of credit issued by a 
bank or an on demand bond issued by a corporation, such bank or 
corporation having a credit rating indicating it has sufficient 
worth to pay . its obligations in all reasoonably foreseable 
circumstances, or, failing the provision of either of those, cash 
contributed to a secure fund administered by independent trustees 
and invested in-----------------------------------------------. 

1
·····" 13. 9 'Withdral or Abandonment by all Parties 

In the event all Parties decide to withdraw or are required to 
do so pursuant to this Article, the Parties agree that they shall 
be bound by the terms and conditions of this Agreement for so long 
as may be necessary to wind up the affairs of the Parties with the 
Government, to satisfy any requirements of applicable law or to 
facilitate the sale, disposition or abandonment of property or 
interests held by the Joint Account 
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(6) Subject to Article 15.l(B), to a bank or other financial 
institution to the extent appropriate to a Party arranging for 
funding for its obligations undet this Agreement; 

(7) To the extent such data and information must be disclosed 
pursuant to any rules or requirements of any governmen or 
stock exchange having jurisdiction over such Party, or ite 
Affliates; provided that if any Party desires to disclose 
information in an annual or periodic report to its or its 
affliates' shareholders and to the public and duch disclosure 
is not r~qquired pursuant to any rules or requirements of any 
government or stock exchange, then such Party shall comply 
with Article 20. 2; :. 

(8) To its respective employees for the purposes of Joint 
Operations, subject to each Party taking customary precautions 
to ensure such data and information is kept confidential; 

(9) Where any data or information which, through no fault of 
a Party, becomes a part of the public domain. 

(B) Disclosure as pursuant to Article 15.l(A) (4), (5), and (6) 
shall not be made unless prior to such disclosure the 
disclosing Party has obtained a written undertaking from the 
recipient party to keep the data and information strictly 
confidential and not to use or disclose the data and 
information except for the express purpose for which 
disclosure is to be made. 

15.2 continuing Obligations 

Any Party ceasing to own a Participating Interest during 
the term of this Agreement shall nonetheless remain bound by 
the obligations of confidentiality and any disputes shall be 
resolved in accordance with Article XVIII. 
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' y 'f -15.3 Proprietry Technology -:f<-,, 

Nothing in this Agreement shall require a party to 
divulge proprietary technology to the other Parties; provided 
that where the cost of development of proprietary technology 
has been charged to the Joint account, such proprietary 
technology shall be disclosed to all Parties bearing a portion 
of such cost and may be used by such Party, or its Affliates, 
in other operations. 

15 . 4 Trades 

Notwithstanding the foregoing provisions of this Article, 
Project Manager may, with approval of the P~oject Committee, 
makel trades and data trades for the benefit of the Parties, 
with any data, the cost of which has been charges to the Joint 
Account, so obtained to be furnished to all Parties. In such 
event, Project Manager must enter into an undertaking with any 
third party to such trade to keep such information 
confidential. 
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19 

16.1 Obligations 

i 
l 
! 

ARTICLE XVI - FORCE MAJEutE 

If as a result of Force Majeure any Party is rendered unable, 

wholly or in part, to carry out its obligations under this Agreement, 

other than the obligation to pay any amounts due or to furnish security, 

then the obligations of the Party giving such notice, so far as and to 

the extent that the ob 1 igat ions are affected · by such Force Majeure, 

shall be suspended during the continuance of any inability so caused, 

but for no longer period . The Party claiming Force Majeure shall not1fy 

the other Parties of the Force Majeure situation within a reasonable 

time after the occurrence of the facts relied on and sha 11 keep a 11 

Parties informed of all significant developments. Such notice shall 

give reasonably full particulars of said Force Majeure, and also 

estimate the period of time which said Party will probably require to 

remedy the Force Majeure. The affected Party shall use all reasonable 

diligence to remove or overcome the Force Majeure situation as quickly 

as possible 1n an economic manner, but shall not be obligated to settle 

any labor dispute except on terms acceptable to it and all such disputes 

shall be handled within the sole discretion of the affected Party. 

2n. 16.2 Oefinit ion of Force Majeure 

21 Check one Altelt.na:tive. 
22 [ ] ALTERNATIVE NO. 1 

·23 For the purposes of this Agreement, "Force Majeure" shall mean 

24 circumstances which were irresistible or beyond the reasonable control 

25 of the Party concerned. 

26 

27 

28 

[X] ALTERNATIVE NO. 2 

For the purposes of this Agreement, "Force Majeure" sha 11 have the 

same meaning as is set out in the Contract. 
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ARTICLE XVI - FORCE MAJEORE 
Obligati ons 

If as a result of Force majeure any Party is 
rendered unable, wholly or in part, to carry out its obligations 

- under this Agreement, other than the obligation to pay any amounts 
due or to furnish security, then the obligations of the Party 
giving such notice, so far as and to the extent that the 
obligations are affected by such Force Majeure, shall be suspended 
during_the continuance of any inability soc 

ARTICLE XVII - NOTICES 

Except as otherwise specifically . provided, all notices 
authorized or required between the Parties by any of the provisions 
of this Agreement, shall be in writing, in English and delivered in 
person or by registered mail or by courier service or by any 
electronic mean~ of transmitting written communications which 
provides confirmation of complete transmission, and addressed to 
such parties as designated low. The originating notice given under 
any provision of this Agreement shall be deemed delivered only when 
received by the Party to whom such notice is directed, and the time 
for such Party to deliver any such notice in response to such 
orginating notice shall run from theate the originating notice is 
received. The second or any responsive notice shall be deemed 
delivered when received. "Received" for purposes of this Article 
with respect to written notice delivered pursuant to this Agreement 
shall be actual delivery of the notice to the address of the 
Party to be notified specified in accordance with this Article. 
Each Party shall have the right to change its address at any time 
and/or designate that copies of all such notices be directed to 
another person at another address, by giving written notice thereof 
to all other Parties. 

Attention: Attention: 

Telecopy: Telecopy ___________ _ 

Telex: Telex: 

Answerback Code: Answerback Code : 
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Attention: 

Telecopy: 

Telex: 

Answerback Code 
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Attention: 

Telecopy: 

Telex: -------------
Answer back Code --------
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w ARTICLE XVIII - APPLICABLE LAW AND DISPUTE RESOLUTION 

18.l Applicable Law 

This Agreement shall be governed by, construed, 
interpreted and applied in accordance with the laws of 
\J.": \e.s\ ¼.~iie~orn , excluding any choice of law rules which would 
refer the tter to the laws of another jurisdiction. 

18.2 Dispute Resolution 

Check one Alternative. 

[ ] ALTERNATIVE N0.1 - Courts 

Each Party submits to the exclusive jurisdiction of 
the courts of -------' - (or if 
jurisdiction is not granted by such court by another court having 
jurisdiction) for the purpose of finally resolving any dispute, 
controversy or claim arising out of or in relation to or in 
connection with this Agreement or the operations carried out under 
this Agreement, including without limitation any dispute as to the 
validity, interpretation, enforceability or breach of this 
Agreement. Each Party irrevocably designates, appoints and 
empowers the agent specified below to receive on its behalf service 
of any and all process in any legal action or proceeding which may 
be instituted in the courts of----,-----'--,....------- in 
connection with any such dispute, controversy or claim: 

A party's submission to the jurisqJ.ction of the courts of 
.,.....,---=----..---.,....-..,,....,,----,.......,, ---.-,--~--....--,--,--.,,....----=-_.,, in accordance with 
the foregoing shall not limit the right of such Party to institute 
any legal action or proceeding for the enforcement of any order or 
judgment of such courts in any other court having jurisdiction. 
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[ ] ALTERNATIVE NO. 2 - Arbitration 

(A) Any dispute, controversy or claim arising out of or 
in relation to or in connection with this Agreement or the 
operations carried out under this Agreement, including without 
limitation any dispute as to the validity, interpretation, 
enforceability or breach of this Agreement, shall be exclusively 
and finally settled by arbitration, and any Party may submit such 
a dispute, controversy or claim to arbitration. 

Check one Alternative 

[ ] ALTERNATIVE NO.l 

(B) A single arbitrator shall be appointed by unanimous 
consent of the Parties. If the Parties, however, cannot reach 
agreement on an arbitrator within --,--,--- ( -,--.,.....,..-> Days of the 
submission of a notice of arbitration, the appointing authority for 
the implementation of such procedure shall be the 

--=---,,------,--~---, who shall appoint an independent arbitrator 
who does not have any financial interest in the dispute, 
controversy or claim. If 
---,.---,----.---- refuses or fails to act as the appointing authority 
within ninety (90) Days after being requested to do so, then the 
appointing authority shall be-----,.--.-,-.....,...---=-----::,---.....,...~--' 
who shall appoint an independent arbitrator who does not have any 
financial interest in the dispute, controversy or claim. 

[ ] ALTERNATIVE NO. 2 

(B) The arbitration shall be head and determined by 
three (3) arbitrators. Each side shall appoint an arbitrator of 
its choice within--,---( ___ ) Days of the submission of a notice 
of arbitration. The Party-appointed arbitrators sh.ill in turn 
appoint a pres:.ding arbitrator of the tribunal within 
(_-,--_) Days following the appointment of both Party-appointed 
arbitrators. If the Party-appointed arbitrators cannot reach 
agreement on a presiding arbitrator of the tribunal and/or one 
Party refuses to appoint its Party-appointed arbitrator within said 

<--,-....--> Day period, the appointing authority for the 
implementation of such procedure shall be the 
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law of the place of arbitration, other than those laws 
which would refer the matter to another jurisdiction; 

(6} The costs of the arbitration proceedings (including 
attorney's fees and costs} shall be borne in the manner 
determined by the arbitrator(s); 

(7} The decision of the sole arbitrator or a majority of 
the arbitrators, as the case may be, shall be reduced to 
writing; final and binding without the right of appeal; 
the sole and exclusive remedy regarding any claims, 
counterclaims, issues or accountings presented to the 
arbitrator; made and promptly paid in U.S Dollars free of 
any deduction or offset; and any costs or . fees incident 
to enforcing the award, shall to the maximum extent 
permitted by law, be charged against the Party resisting 
such enforcement; 

( 8} Consequential, punitive or other similar damages 
shall not be allowed; provided, however, the award may 
include appropriate punitive damages where a Party has 
engaged in delaying and dilatory actions; 

(9} The award shall include interest from the date of 
any breach or violation of this Agreement, as determined 
by the arbitral award, and from the date of the award 
until paid in full, at the Agreed Interest Rate; and 

(10} Judgement upon the award may be entered in any court i 
having jurisdiction over the person or the assets of the · 
Party owing the judgement or application may be made to 
such court for a judicial acceptance of the award and an 
order of enforcement, as the case may be. 

(11} Whenever the Par~ies are of more than one 
nationality, the single arbitrator or the presiding 
arbitrator, as the case may be, shall not be of the same 
nationality as any of the Parties or their ultimate 
parent entities. 
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ARTICLE XIX - ALLOCATION OF COST RECOVERY RIGHTS 

19.1 Allocation of Total Production 

For the purposes of recovery of Petroleum Costs r 
the total quantity of Hydrocarbons which are 
produced and saved from all Exploitation Areas in a 
Calendar Quarter and to which the Parties a-Ta 
entitled under the Contract shall be designated 25: 
either Cost Oil or Profit Oil. Such Cost Oil am 
Profit Oil shall be allocated among the 
Exploitation Areas in proportion to eac=. 
Exploitation Area's total quantity of Hydrocarbcr..s 
produced and saved in such Calendar Quarter w.:t.!: 
adjustments in quantities to reflect t:-.i..: 
differences in value if different qualities or 
Hydrocarbons are produced, segregated and sole 
separately. 

19.2 Allocation of Cost Oil 

19.3 

19.4 

Cost Oil allocated to each Exploitation Area 
pursuant to Article 19.1 shall be allocated to tr.e 
Parties in proportion to their respective 
Participating Interests in each such Exploitation 
Area to the extent required to recover in the 
sequence incurred all Petroleum Costs which are 
specifically attributable to each such Exploitation 
Area and which are recoverable in such Calendar 
Quarter. 

Allocation of Profit Oil 

Profit Oil allocated to each Exploitation Area 
pursuant to Article 19.1, if any, shall be 
allocated among the Parties in proportion to their 
respective Participating Interests in each such 
Exploitation Area. 

Allocation of Excess cost Oil 

Subject to the Contract, to the extent that the 
value, determined in accordance with Article 
9.2(H), of the Cost Oil allocated to each 
Exploitation Area pursuant to Article 19.1 exceeds 
the Petroleum Costs which were specifically 
attributable to each such Exploitation Area and 
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which were recovered pursuant to Article 19. 2, the excess 
("Excess cost Oil") shall be allocated as follows: 

(A) First, a percentage"'": (equal to the percentage of 
Profit Oil, if any, to which the Parties would have been 
entitled during such Calendar Quarter if the Contract 
applied separately to each such Exploitation Area) of 
Excess Cost Oil shall be allocated among the Parties in 
proportion to their respective Participating Interests in 
each such Exploitation Area; 

_ (B) Second, the Excess Cost Oil that is not allocated 
pursuant to Article 19.4(A) shall be- allocated among the 
Parties in proportion to their respective Participating 
Interests as set out in Article 3 .1 (A) in order to 
recover in the sequence incurred any Petroleum Costs 
which were incurred in the conduct of Joint Operations 
and which are recoverable in such Calendar Quarter; and 

(C) Third, the Excess Cost Oil that is not allocated 
pursuant to Article 19 . 4(A) or Article 19.4(B) shall be 
allocated among the Parties in proportion to their 
respective Participating Interests in each Exclusive 
Operation in order to recover in the sequence incurred 
any Petroleum Costs which were incurred in the conduct of 
Exclusive Operations and which are recoverable in such 
Calendar Quarter. 
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... - (B) If a Party wishes to issue or make any public 
announcement or statement re_garding this Agreement or the 

_Joint Operations, it shall n9t do so unless prior to its 
release, such Party furnishes all the Parties with a copy of 
such annoucement or statement, and obtains the approval of at 
lease two (2) non-affiliated Parties holding fifty percent 
(50%) or more of the Participating Interests; provided that, 
notwithstanding any failure to obtain such approval, no Party 
shall be prohibited from issuing or making any such public 
cU}nouncement or statement if it is necessary to do so in order 
to comply with the applicable laws, rules or regulations of 
any government, legal proceedings or stock exchange having 
jurisdiction over such Party as set forth in Articles 15.1 (A) 
(3) and (7). 

29.J successors and Assigns 

Subject to be the limitations on transfer contained in Article 
XII, this Agreement shall incure to the benefit of and be 
binding upon the successors assigns of the Parties. 

20.4 Waiver 

No waiver by any Party of any one more defaults by another 
Party in the Performance of this Agreement shall operate or be 
construed as a waiver of any future default or defaults by the 
same Party, whether of a like or of a different character. 
Except as e~pressly provided in this Agreement no Party shall 
be deemed to have waived, release or modified any of its 
rights under this Agreement unless such Party has expressly 
stated, in writing, that it does waive, release or modify such 
right. 

20.5 severance of Inyalid Provisions 

If and for so long as any provision of this Agreement shall be 
de,:)med to be judged invalid for any reason whatsoever, such 
invalidity shall not affect the validity or operation of any 
other provision of this Agreement except only so far as shall 
be necessary to give effect to the construction of such 
invalidity, and such invalid provision 

j 
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shall be deemed severed from this Agreement without affecting 
the validity of the balance o{ this Agreement. 

20.6 Modifications 

Except as is provided in article 20. 5, there shall be no 
modification of this Agreement except by written consent of 
all Parties. 

20.7 Headings 

The topical headings used in this Agreement are for 
convenience only and shall not be construed as having any 
substantive significance or as indicating that all of the 
provisions of- this Agreement relating to any topic are to be 
bound in any paricular _Article. 

20.8 Singular and Plural 

Reference to the singular includes a reference to the plural 
and vice versa. 

20.9 Gender 

Reference to any gender includes a reference to a all other 
genders. 

20.10 Counterpart execution 

This Agreement may be executed in any number of counterparts 
and each such counterpart shall be deemed an original 
Agreement for all purposes; provided no Party shall be bound 
to this Agreement unless and until all Parties have executed 
a counterpart. For purposes of assembling all counterparts 
into one document. Project Manager is authorized to detach the 
signature page from one or more counterparts and, after 
signature thereof by the respective Party, attach each signed 
signature page to a counterpart. 
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..... 20.11 Entirety 

This Agreement is the entire· agreement of the Parties and 
supersedes, all prior understandings and negotiations of the 
Parties. 

IN WITNESS of their agreement each Party has caused its duly 
authorized representative to sign this instrument on the 
indicated below such representative's signature. 

) 
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YINKA FOLAWIYO PETROLEUM COMPANY LIMITED 

By: 

Title: 

Date: 

T.B. FOLAWIYO 

(Print or type name) 

Executive Director 

March 13, 1992 

Liberty Technical services Limited 

-~ By: ----------~-r~:~---------------W.G. Cherwayko 

Title: 

Date: 

By: 

Title: 

Date: 

By: 

Title: 

(Print or Type name) 
President 

March 13, 1992 

(Company Name) 

(Print or type name) 

(Company Name) 

{print or type name) 



APPENDIX “P” 

YINKA FOLAWIYO PETROLEUM COMPANY LIMITED CONSENT TO THE ASSIGNMENT OF UNDIVIDED 
INTEREST OF THE OIL PROSPECTING LICENSE TO LIBERTY TECHNICAL SERVICES LTD. DATED MARCH 

19, 1992





APPENDIX “Q” 

YINKA FOLAWIYO PETROLEUM COMPANY LIMITED OIL PROSPECTING LICENSE NO. 309 DATED 
JUNE 26, 1991
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LETTER FROM MACDONALD HANLEY TO COPYSEIS LTD. DATED SEPTEMBER 11, 2023
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Jaswal, Harman

From: CAL Reception
Sent: Monday, September 25, 2023 9:39 AM
To: Shellon, Jackie; CA-FM CAL Central Services
Subject: RE: Incoming Mail

Hi 
Nothing at Reception 

Thanks 
Mary 

Calgary Reception  
403‐691‐8000 

From: Shellon, Jackie <jshellon@kpmg.ca>  
Sent: Monday, September 25, 2023 9:35 AM 
To: CA‐FM CAL Central Services <calcentralservices@kpmg.ca>; CAL Reception <CALReception@Kpmg.ca> 
Cc: CA‐FM Cal Conf Centre <ca‐fmcalconfcentre@kpmg.ca> 
Subject: RE: Incoming Mail 
Importance: High 

Thanks very much Colton, really appreciate it.  

Any insight reception could provide would be very helpful.  

Jacqueline Shellon, CPA, CIRP, LIT (she/her) 
Manager 
Deal Advisory | Restructuring & Turnaround 
T (403) 450-6716 
jshellon@kpmg.ca  

From: CA‐FM CAL Central Services <calcentralservices@kpmg.ca>  
Sent: Monday, September 25, 2023 9:34 AM 
To: Shellon, Jackie <jshellon@kpmg.ca> 
Cc: CA‐FM Cal Conf Centre <ca‐fmcalconfcentre@kpmg.ca>; CAL Reception <CALReception@Kpmg.ca> 
Subject: RE: Incoming Mail 

Hello, 

I reached out to reception to see if they may have a record of anything and was just waiting for their reply. 

We don’t have a record down here of receiving anything matching “Copyseis”, it should also be noted that the address 
on the below sample isn’t correct as it has the incorrect suite number but since it is addressed to KPMG if it was 
delivered downstairs they would provide it up to us regardless of the number if they were coming here but we don’t 
have any record of receiving any physical copies. 

Thank you, 

hjaswal
Highlight
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Colton Williams 
Mail Clerk, KPMG 
 

From: Shellon, Jackie <jshellon@kpmg.ca>  
Sent: Monday, September 25, 2023 9:27 AM 
To: CA‐FM CAL Central Services <calcentralservices@kpmg.ca> 
Subject: RE: Incoming Mail 
Importance: High 
 
Hello, 
 
Very sorry to pester on this, I was hoping we could have an answer on this quickly. It is a matter of urgency. 
 
Thanks in advance for your assistance, 
 
Jacqueline Shellon, CPA, CIRP, LIT (she/her) 
Manager 
Deal Advisory | Restructuring & Turnaround 
T (403) 450-6716 
jshellon@kpmg.ca  
 

From: Shellon, Jackie  
Sent: Monday, September 25, 2023 8:53 AM 
To: CA‐FM CAL Central Services <calcentralservices@kpmg.ca> 
Subject: Incoming Mail 
 
Good morning, 
 
We have been advised by a creditor they have been sending invoices to us for 23 years and we are just checking to 
confirm if this is the case.  
 
It appears they are sending invoices to KPMG Management Services LP. Can you let me know if we have been receiving 
these and where they are going? 
 
Here is a sample of what they look like: 
 

 
 
 
Thanks very much, 
 
Jacqueline Shellon, CPA, CIRP, LIT (she/her) 
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Manager 
Deal Advisory | Restructuring & Turnaround 
T (403) 450-6716 
jshellon@kpmg.ca  
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CONFIRMATION FROM TRUSTEE MAIL ROOM OF NO MAIL RECEIVED FROM COPYSEIS LTD. DATED 
SEPTEMBER 25, 2023
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Jaswal, Harman

From: CAL Reception
Sent: Monday, September 25, 2023 9:39 AM
To: Shellon, Jackie; CA-FM CAL Central Services
Subject: RE: Incoming Mail

Hi 
Nothing at Reception 
 
Thanks 
Mary 
 
 
Calgary Reception  
403-691-8000 
 

From: Shellon, Jackie <jshellon@kpmg.ca>  
Sent: Monday, September 25, 2023 9:35 AM 
To: CA-FM CAL Central Services <calcentralservices@kpmg.ca>; CAL Reception <CALReception@Kpmg.ca> 
Cc: CA-FM Cal Conf Centre <ca-fmcalconfcentre@kpmg.ca> 
Subject: RE: Incoming Mail 
Importance: High 
 
Thanks very much Colton, really appreciate it.  
 
Any insight reception could provide would be very helpful.  
 
Jacqueline Shellon, CPA, CIRP, LIT (she/her) 
Manager 
Deal Advisory | Restructuring & Turnaround 
T (403) 450-6716 
jshellon@kpmg.ca  
 

From: CA-FM CAL Central Services <calcentralservices@kpmg.ca>  
Sent: Monday, September 25, 2023 9:34 AM 
To: Shellon, Jackie <jshellon@kpmg.ca> 
Cc: CA-FM Cal Conf Centre <ca-fmcalconfcentre@kpmg.ca>; CAL Reception <CALReception@Kpmg.ca> 
Subject: RE: Incoming Mail 
 
Hello, 
 
I reached out to reception to see if they may have a record of anything and was just waiting for their reply. 
 
We don’t have a record down here of receiving anything matching “Copyseis”, it should also be noted that the address 
on the below sample isn’t correct as it has the incorrect suite number but since it is addressed to KPMG if it was 
delivered downstairs they would provide it up to us regardless of the number if they were coming here but we don’t 
have any record of receiving any physical copies. 
 
Thank you, 
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Colton Williams 
Mail Clerk, KPMG 
 

From: Shellon, Jackie <jshellon@kpmg.ca>  
Sent: Monday, September 25, 2023 9:27 AM 
To: CA-FM CAL Central Services <calcentralservices@kpmg.ca> 
Subject: RE: Incoming Mail 
Importance: High 
 
Hello, 
 
Very sorry to pester on this, I was hoping we could have an answer on this quickly. It is a matter of urgency. 
 
Thanks in advance for your assistance, 
 
Jacqueline Shellon, CPA, CIRP, LIT (she/her) 
Manager 
Deal Advisory | Restructuring & Turnaround 
T (403) 450-6716 
jshellon@kpmg.ca  
 

From: Shellon, Jackie  
Sent: Monday, September 25, 2023 8:53 AM 
To: CA-FM CAL Central Services <calcentralservices@kpmg.ca> 
Subject: Incoming Mail 
 
Good morning, 
 
We have been advised by a creditor they have been sending invoices to us for 23 years and we are just checking to 
confirm if this is the case.  
 
It appears they are sending invoices to KPMG Management Services LP. Can you let me know if we have been receiving 
these and where they are going? 
 
Here is a sample of what they look like: 
 

 
 
 
Thanks very much, 
 
Jacqueline Shellon, CPA, CIRP, LIT (she/her) 
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Manager 
Deal Advisory | Restructuring & Turnaround 
T (403) 450-6716 
jshellon@kpmg.ca  
 



APPENDIX “U” 

SUMMARY OF ALL PROFESSIONAL FEES FOR THE PERIOD MARCH 1, 2000 TO DISCHARGE



No. Trustee's Fees Invoice Number Invoice Date GL Date Total before GST Disbursements Fees only GST Total Invoice On Hand Taxed Paid Inspector 
Approved  

Invoices Paid 
1 KPMG Inc. Invoice #306931 20-May-00 March 1, 2000 to April 30, 2000 39,908.21$                   9,355.21$                 30,553.00$             2,793.57$             42,701.78$              x x x
2 KPMG Inc. Invoice #304043 22-Aug-00 May 1, 2000 - July 30, 2000 16,279.96$                   5,037 11,243.00$             1,139.60$             17,419.56$              x x x
3 KPMG Inc. Invoice #311800 2-Oct-00 August 1, 2000 - September 30, 2000 8,984.38$                     647.38$                    8,337.00$               628.91$                9,613.29$                x x x
4 KPMG Inc. Invoice #311810 15-Nov-00 October 1, 2000 to October 30, 2000 10,209.94$                   368.94$                    9,841.00$               714.70$                10,924.64$              x x x
5 KPMG Inc. Invoice #311811 15-Nov-00 October 31, 2000 to November 3, 2000 16,921.06$                   7,921.06$                 9,000.00$               1,184.47$             18,105.53$              x x x
6 KPMG Inc. Invoice #311837 22-Jan-01 November 4, 2000 - December 31, 2000 13,895.71$                   508.71$                    13,387.00$             972.70$                14,868.41$              x x
7 KPMG Inc. Invoice 313237 25-Jun-01 January 1, 2001 - May 31, 2001 2,836.95$                     101.95$                    2,735.00$               198.58$                3,035.53$                x x x
8 KPMG Inc. Invoice #315035 17-Dec-01 June 1, 2001 - December 10, 2001 411.11$                        19.11$                      392.00$                  28.77$                  439.88$                   x x x
9 KPMG Inc. Invoice #41182571 25-Mar-2003 08-Apr-2016 1,044.00$                     -$                          1,044.00$               73.08$                  1,117.08$                x x x

10 KPMG Inc. Invoice #41495444 17-Dec-2003 08-Apr-2016 1,764.00$                     -$                          1,764.00$               123.48$                1,887.48$                x x x
11 KPMG Inc. Invoice #41816977 20-Sep-2004 08-Apr-2016 980.00$                        -$                          980.00$                  68.60$                  1,048.60$                x x x
12 KPMG Inc. Invoice #42348147 6-Mar-2006 08-Apr-2016 8,122.46$                     2,099.46$                 6,023.00$               568.57$                8,691.03$                x x x
13 KPMG Inc. Invoice #8000103217 24-Oct-2013 08-Apr-2016 11,587.50$                   -$                          11,587.50$             579.38$                12,166.88$              x x x
14 KPMG Inc. Invoice #7000084982 9-Mar-2016 08-Apr-2016 11,402.00$                   -$                          11,402.00$             570.11$                11,972.11$              x x

Subtotal of invoices paid 144,347 26,059 118,289 9,645 153,992
Invoices to be paid

15 KPMG Inc. Invoice #7000429216 18-Dec-23 March 5, 2016 - October 27, 2023 71,877.50$                   -$                          71,877.50$             3,593.88$             75,471.38$              x

16 KPMG Inc. Invoice #5005610064 7-Feb-24 October 28, 2023 - January 10, 2024 20,577.50$                   -$                          20,577.50$             1,028.88$             21,606.38$              x
17 Estimated Trustee Fees to Complete 7,125.00$                     7,125.00$               356.25$                7,481.25$                

Subtotal of invoices to be paid 99,580 - 99,580 4,979 104,559
Total Trustee Fees 243,927 26,059 217,869 14,624 258,551
Approved by OSB 189,446 11,899 201,346
KPMG Write off 54,481 2,724 57,205

No. Legal Counsel to Estate fees Invoice Number Invoice Date GL Date Total before GST Disbursements Fees only GST Total Invoice On Hand Taxed Paid Inspector 
Approved 

Invoices Paid 
1 VINSON & ELKINS NA 20-Apr-2000 14-Mar-2000 7,500.00$                     7,500.00$               7,500.00$                x x

2 Armstrong Perkins Hudson LLP 134013 28-Sep-2000 10-Nov-2000 120.45$                        120.45$                  8.43$                    128.88$                   x x

3 James G. Hanley Barrister and Solicitor 587 8-Nov-2000 08-Dec-2000 35,101.27$                   2,280.47$                 32,820.80$             2,306.59$             37,407.86$              x x x

4 Armstrong Perkins Hudson LLP 135295 31-Jan-2001 13-Mar-2001 440.05$                        440.05$                  30.80$                  470.85$                   x x

5 Hanley Law Office Invoice #1792 3-Jan-2013 02-Apr-2013 5,660.04$                     5,660.04$               282.69$                5,942.73$                x x x

6 James G. Hanley Law Office Invoice #2045 30-Apr-2014 23-Jul-2014 5,419.01$                     5,419.01$               267.95$                5,686.96$                x x

7 James G. Hanley Law Office Invoice #2421 08-Apr-2016 6,273.25$                     6,273.25$               313.66$                6,586.91$                x x

8 Legal Fees rolled over from US Account NA NA 65,841.17$                   65,841.17$             65,841.17$              x
Subtotal of invoices paid 126,355 2,280 124,075 3,210 129,565

9 James G. Hanley Law Office Invoice #3170 28-Aug-2023 9,162.47$                     197.47$                    8,965.00$               450.42$                9,612.89$                x

10 Estimated Legal Fees to complete 3,387.74$                     3,387.74$               169.39$                3,557.13$                
Subtotal of invoices to be paid 12,550 197 12,353 620 13,170
Total Legal Fees 138,905 2,478 136,428 3,830 142,735
Approved by OSB 142,735

Professional Fees Schedule for the Period of March 1, 2000 to discharge

Summary of Trustee Fees

Summary of Legal Fees
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