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The Kingdom of Bahrain

Exploration and Production Sharing Agreement
Between
The National Oil and Gas Authority

and

Occidental of Bahrain Deep Gas, LL.C

in respect of
Bahrain Onshore Deep Gas

10™ February 2011
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THIS EXPLORATION AND PRODUCTION SHARING AGREEMENT dated 10"
February 2011 (the “Signature Date”) is entered into between:

(1) The National Oil and Gas Authority, an entity incorporated in the Kingdom of
Bahrain whose registered office is in Manama, Kingdom of Bahrain (hereinafter
called “NOGA”), of the first part; and

2) Occidental of Bahrain Deep Gas, LLC, a company incorporated in Delaware,
United States of America and having its registered office in Wilmington, Delaware,
United States of America, (as well as its permitted successors and assigns,
individually and collectively hereinafter called the “CONTRACTOR” or
“Contractor Party”) of the second part.

WHEREAS:

(A)  All Natural Gas existing in its natural state in the underground areas of
the territory of the Kingdom of Bahrain and its territorial sea, is owned
by the Kingdom of Bahrain.

(B)  Ownership of all mineral wealth existing in situ in the territories of the
Kingdom of Bahrain, rests with The Kingdom of Bahrain in
accordance with Article 11 of its Constitution.

(C)  NOGA, an entity existing under the laws of the Kingdom of Bahrain,
formed pursuant to Decree No. 63 for 2005 is the entity responsible for
the Kingdom of Bahrain’s overall petroleum policy including the
handling of the operations of prospecting for, exploring, producing,
processing, refining and marketing oil, gas and petroleum products.

(D) CONTRACTOR has provided to NOGA, prior to the Signature Date of
this Agreement, a duly authorized copy of a resolution properly and
legally passed by the board of directors of such CONTRACTOR
authorizing its representative signatory to this Agreement to execute
this Agreement and to the effect that such CONTRACTOR has the
will, power and authority to enter into this Agreement and to perform
its obligations.
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(E) CONTRACTOR has also, contemporaneously with the signing of this
Agreement, delivered to NOGA a legal opinion from its internal legal
advisors, in a form satisfactory to NOGA, to the effect that this
Agreement has been duly signed and delivered on behalf of such
CONTRACTOR with due authority and is legally valid and
enforceable according to its terms.

() AND WHEREAS CONTRACTOR represents and confirms that it has
the required financial ability, technical competence, and professional
skills necessary to carry out the Petroleum Operations hereinafter
described, and, subject to the terms and conditions of this Agreement,
is ready, willing and able to assume and carry out the rights and
obligations hereinafter provided in respect of such Petroleum
Operations.

NOW therefore, in consideration of the premises, mutual covenants and

conditions herein contained, the Parties agree as follows:

1.1

ARTICLE 1
DEFINITIONS AND INTERPRETATION

Definitions

Whenever used in this Agreement, the following terms shall have the
meanings assigned to them hereunder unless specifically defined otherwise or
unless the context otherwise require:

‘“Abandonment” means the plugging and abandonment of wells and the
decommissioning, removal, abandonment and making safe of all onshore
installations and structures acquired and/or constructed by or on behalf of
CONTRACTOR for use in Petroleum Operations and the reclamation,
remediation, reinstatement and making good of the Deep Gas Contract Area in
an environmentally sound manner, all in accordance with Good International
Petroleum Industry Practices, and all applicable laws at the time of such
Abandonment (and the phrases <“Abandon”, ‘“Abandoning” and
“Abandoned” shall be construed accordingly);



R\ TS
w
“/ z

2011 59316 aseddl = 3020 : 3= cinle —

“Abandonment Fund” shall have the meaning assigned to it in Article 22.6;

“Accepting Contractor Party” shall have the meaning assigned to it in
Article 29.2(B);

“Accounting Guidelines & Procedure” means the Accounting Guidelines &
Procedure attached hereto as Appendix D;

“Affiliate” means:

(A) in relation to any Contractor Party (a) any company in which the
Contractor Party or any company owned or controlled by the Contractor
Party now or hereafter owns or controls, or (b) the Ultimate Parent
Company of the Contractor Party and any company in which such
Ultimate Parent Company now or hereafter owns or controls; and

(B) in relation to NOGA (a) any company in which NOGA now or hereafter
owns or controls, or (b) the Government;

For the purposes of paragraphs (A) and (B) of this definition, “owns or
controls” means owning or controlling, directly or indirectly more than fifty
percent (50%) of the shareholding entitled to vote in the election of directors
or if there is no such shareholding, more than fifty percent (50%) of the equity
share capital of such company (and the phrase “owned or controlled” shall be
construed accordingly);

“Agreement” means this “Exploration and Production Sharing Agreement”
for the Deep Gas Contract Area in the Kingdom of Bahrain, which is
composed of thirty five (35) Articles and the following Appendices:

APPENDIX A - Map of the Deep Gas Contract Area

APPENDIX B — Deep Gas Contract Area Description and
Coordinates

APPENDIX C - Jauf Discovery Polygon

APPENDIX D — Accounting Guidelines & Procedure
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APPENDIX E - Procedure for Expert Determination
APPENDIX F - Ancillary Agreements

APPENDIX G - Form of Bank Letter of Guarantee
APPENDIX H — Form of Parent Company Guarantee
APPENDIX I - Form of Assumption Deed

“Ancillary Agreements” means each of the agreements described in
Appendix F;

“Annual Work Programme and Budget” means a statement setting forth
such of the Petroleum Operations which CONTRACTOR plans to carry out
during a Contract Year (or part thereof) and the estimated expenditure for such
Petroleum Operations as prepared and approved pursuant to Article 11;

“Appraisal Area” means the area in which the Appraisal Plan is to be
pursued, as determined pursuant to Article 8.3(C);

‘“Appraisal Plan” shall have the meaning assigned to it in Article 8.3(A);

“Appraisal Well” means a well drilled for the main purpose of defining the
extent and evaluating the commerciality of an already discovered Natural Gas
accumulation;

“Arms-Length Sales” means a sale of Associated Liquids which:

(A) s to a person who is not an Affiliate of the seller of the Associated
Liquids;

(B) s for cash consideration; and

(C)  provides no direct or indirect collateral benefit to seller, other than the
cash consideration;
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“Associated Liquids” means those hydrocarbons which are liquid at Standard
Conditions and are extracted or recovered from production of Non-Associated
Gas after surface extraction and/or after gas processing;

“Bahrain Income Tax Law” means Bahrain Income Tax Legislative Decree
No. 22 for 1979 as amended from time to time;

“BAPCO” means The Bahrain Petroleum Company, a company existing
under the laws of the Kingdom of Bahrain, formed pursuant to Legislative
Decree No 42 for 1999 (as amended by Law No 10 for 2006 and Wholly-
Owned by NOGAHOLDING);

“Barrel” means a volume of forty-two (42) standard United States gallons,
liquid measure, net of basic sediments and water, corrected to a temperature of
sixty (60) degrees Fahrenheit, under one atmosphere of pressure;

“Base of the Jauf Formation’ means the basal part of the Jauf Formation of
Early to Middle Devonian shallow marine, fine to medium grained sandstone.
Base of the Jauf Formation overlays the Tawil clastics of Early Devonian, as
more particularly described in Appendix B;

“Baseline Jauf Non-Associated Gas Production” shall have the meaning
assigned to in Article 14.2(A)(2);

“Baseline Jauf Non-Associated Gas Production Rate’ shall have the
meaning assigned to in Article 14.1(A);

“Baseline Fee” shall have the meaning assigned to it in Article 14.2(B)(3);

“British Thermal Unit” or “BTU” means the heating quantity required to
increase the temperature of one pound of pure water by one degree Fahrenheit
at the standard absolute pressure of fourteen point seven three (14.73) pounds
per square inch;

“Business Day” means any day which is neither a Friday, a Saturday nor a
public holiday in the Kingdom of Bahrain;
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“Calendar Month” means any of the twelve (12) periods of one (1) month
within a Contract Year (and the phrase “Calendar Monthly” shall be
construed accordingly);

“Calendar Quarter” means any of the four periods of three (3) Calendar
Months each within a Contract Year, commencing on January 1%, April 1%,
July 1%, and October 1* (and the phrase “Calendar Quarterly” shall be
construed accordingly);

“Chairman” shall have the meaning assigned to it in Article 7.3(A);

“Change in Control” means any direct or indirect change in control of an
entity (excluding transfers between Wholly-owned Affiliates), whether
through merger, sale of stock or other equity interests, or otherwise through a
single transaction or series of related transactions, from one or more
transferors to one or more transferees. For the purposes of this definition,
“control” means owning or controlling, directly or indirectly more than fifty
percent (50%) of the shareholding entitled to vote in the election of directors
or if there is no such shareholding, more than fifty percent (50%) of the equity
share capital of such company;

“Commercial Discovery’”” means an occurrence within the Deep Gas Contract
Area wherein a well or wells has or have been completed and tested in
accordance with Good International Petroleum Industry Practices for such
reservoirs and have been found capable of producing Natural Gas
commercially, with a reasonable rate of return on the project that justify
economic development and commercial production taking into account
recoverable reserves, production rates, reservoir performance, facilities
required, available technology, estimated prices, and generally all relevant
technical, financial, and economic factors;

“Commercial Production Date’” means, in relation to a Development Area,
the first day when production of Natural Gas commences by flowing at the
rate proposed in the relevant Development Plan without interruption for a
continuous period of thirty (30) days;

“Contract Year” means the period commencing on the Effective Date and
ending on the last day of the Calendar Quarter in which the first anniversary of
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the Effective Date falls, and each successive period of twelve (12) consecutive
Calendar Months until the end of the term of this Agreement;

“CONTRACTOR” and “Contractor Party” shall have the meaning
assigned to it in the Preamble and shall include, for the avoidance of doubt,
any permitted successors and assigns;

“CONTRACTOR Group” shall have the meaning assigned to it in Article
25.1(B);

“Cost Recovery Limit” shall have the meaning assigned to it in Article
14.3(E);

“Crude Oil” means crude mineral oil, distillates, asphalt, ozocerite, and all
kinds of hydrocarbons and bitumen regardless of gravity, either solid or liquid,
in their natural condition (excluding Associated Liquids);

“Defaulting party” shall have the meaning assigned to it in Article 29.3.

“Deep Gas” means Non-Associated Gas produced from the Deep Gas
Contract Area;

“Deep Gas Contract Area” means the area subject to this Agreement as
shown on the map attached hereto as Appendix A, and as more precisely
defined in the document attached hereto as Appendix B, subject to any
relinquishment or modification to such original area from time to time
pursuant to this Agreement, provided that such area shall, notwithstanding the
foregoing, only include areas of the main island of Bahrain completely
landwards from the high water mark along the coast of the Kingdom of
Bahrain (and shall not include the islands of Sitrah, Muharrag, Umm Nasan
and any future reclaimed land);

“Defaulting Contractor Party” shall have the meaning assigned to it in
Article 29.2(A);

“Depth Objective” means, in relation to any Exploration Well, the objective
specified in paragraph I) of the Article (being Article 5.2(A)(3), 5.2(A)(4) or
5.4(A)(2) as the case may be) which applies to such Exploration Well;
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“Development Area” means the area in which the Development Plan is to be
pursued, as determined pursuant to Article 9;

“Development Costs” shall mean all Petroleum Costs under any Annual
Work Programme and Budget, whether or not they are capital in nature, but
not including financing costs, directly related to development operations,
including: the drilling of Development Wells; along with the design,
construction, installation, or replacement of storage, pipelines, plants,
equipment, and other facilities for the production, storage, treatment, flaring,
and transportation of production to the Point(s) of Delivery, and for the
performance of re-pressuring, recycling and other recovery projects;

“Development Plan” shall have the meaning assigned to it in Article 9.2(B);

“Discovery” means the finding through usage of conventional and/or
unconventional testing methods, during Petroleum Operations, of a deposit of
Petroleum not previously known to have existed and specifically excluding the

Jauf Discovery;

“Discovery Area” means the area corresponding to a Discovery, as
determined pursuant to Article 8.2(D);

“Dispute’ shall have the meaning assigned to it in Article 32.1(A);
“Effective Date” shall have the meaning assigned to it in Article 35.11(A);

“Emergency Plan” shall have the meaning assigned to it in Article
21.1(A)(4);

“Estimate” shall have the meaning assigned to it in Article 14.2(B)(5)I);

“Excess Non-Jauf Cost Recovery Non-Associated Gas” shall have the
meaning assigned to it in Article 14.3(L);

“Expert” means the expert or experts appointed in accordance with Article
32.2 and Appendix E of this Agreement;
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“Exploration Expenditures” shall mean all Petroleum Costs under any
Annual Work Programme and Budget, whether or not they are capital in
nature, but not including financing costs, directly related to exploration or
appraisal operations (whether successful or not) including: geological, and
other surveys; the drilling of shot holes, core holes, stratigraphic tests,
Exploration Wells and Appraisal Wells (including the costs associated with
dry holes); testing of such wells and the costs of marketing any resulting test
production; all costs associated with the acquisition, processing and
interpretation of geological and geophysical data; and the purchase, lease or
acquisition of associated supplies, services, materials, equipment, land and
facilities therefore;

“Exploration Operations” means Petroleum Operations, including
geophysical, geological and engineering studies and the drilling of Exploration
Wells, conducted for the purpose of finding new Natural Gas deposit(s);

“Exploration Period” means the initial seven (7) Contract Years period of
this Agreement commencing on the Effective Date, as such period is divided
into two (2) successive Exploration Phases pursuant to Article 3.1, as such
period may be extended pursuant to the terms of this Agreement;

“Exploration Phase” means the First Exploration Phase or the Second
Exploration Phase, as applicable;

“Exploration Well” means a well drilled for the purpose of finding new
Natural Gas deposit(s);

“First Exploration Phase” shall have the meaning assigned to it in Article
3.1(A)(1);

“First Exploration Phase Minimum Work Programme Commitments”
shall be the Petroleum Operations to be conducted pursuant to Article 5.2;

“Five Year Plan” means a business plan for a period of five (5) Contract
Years setting forth such of the Petroleum Operations which CONTRACTOR
plans to carry out in that period of five (5) Contract Years (or part thereof) and
the estimated expenditure for such Petroleum Operations as prepared and
approved pursuant to Article 11.2;
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“Force Majeure” shall have the meaning assigned to it in Article 30.1;
“Gas Price” shall have the meaning assigned to it in Article 16.1(B);
“GSA” shall have the meaning assigned to it in Article 16.2(A);

“Good International Petroleum Industry Practices” means good oil and
gas field practices generally accepted by the international petroleum industry
at the applicable time (including good oil and gas field conservation practices)
taking into consideration the local practices generally recognized and
observed by the petroleum industry in the Kingdom of Bahrain under similar
circumstances;

“Government” means the government of the Kingdom of Bahrain;

“Government Interest Acquirer” shall have the meaning assigned to it in
Article 10.1(B);

“HSE” means health, safety and/or environment;

“HSE Laws/Regulations” means all or any HSE laws, decrees, rules and/or
regulations of the Kingdom of Bahrain as are applicable to the Petroleum
Operations;

“HSE Management System” means an integrated management system
covering all health, safety and environmental aspects of the Petroleum
Operations to be carried out pursuant to Article 21.1, and shall be inclusive of
the Oil Spill and Incident Contingency Plan;

“Jauf Development’ shall have the meaning assigned to it in Article 14.4(A);

“Jauf Development Area” means the Development Area containing the Jauf
Discovery;

“Jauf Discovery” means the deposit of Non-Associated Gas within the Deep
Gas Contract Area located in the Jauf reservoir that was discovered by
NOGA/BAPCO prior to the Signature Date (being a minimum of four
hundred eighteen (418) bcf of Non-Associated Gas);



R\ TS
w
“/ z

2011 59316 aseddl = 3020 : 3= cinle —

“Jauf Discovery Polygon” shall have the meaning assigned to it in Appendix
G

“Jauf Non-Associated Gas Production Period” shall have the meaning
assigned to it in Article 14.1(A);

“ICC” means the International Chamber of Commerce;

“Incremental Jauf Non-Associated Gas Production’ shall have the
meaning assigned to it in Article 14.2(A)(3);

“Integrated Development Plan” shall have the meaning assigned to it in
Article 7.1(B)(7);

“LIBOR” means the FT London Inter bank Fixing rate offered for three
months on US Dollar deposits as published by the Financial Times in London.
Should the Financial Times rate not be published for a period of seven (7)
consecutive days, then another rate mutually agreed by the Parties shall be
applied;

“Management Committee” shall have the meaning assigned to it in Article
7

“Material Breach” means a fundamental breach, which, if not cured, is
tantamount to the frustration of the entire Agreement either as a result of the
unequivocal refusal of a Party to perform its contractual obligations or as
result of conduct which has destroyed the purpose of this Agreement;

“Minimum Work Programme Commitments” shall mean First Exploration
Phase Minimum Work Programme Commitments and the Second Exploration
Phase Minimum Work Programme Commitments, as applicable;

“MMBTU” means one (1) million British Thermal Units;

“mmscf’ means one million (1,000,000) standard cubic feet of Natural Gas at
Standard Conditions;
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“Natural Gas” means all hydrocarbons that are in gaseous phase at standard
temperature and pressure; including casing head gas and residue gas
remaining after the extraction or separation of liquid hydrocarbons from wet
gas, and all non-hydrocarbon gas or other substances (including but not
limited to carbon dioxide, sulphur and helium) which are produced in
association with gaseous hydrocarbons; provided that this definition shall
include condensed or liquid hydrocarbons and Associated Liquids;

“NOGA Group” shall have the meaning assigned to it in Article 25.1(A);

“NOGAHOLDING” means The Oil and Gas Holding Company BSC (C), a
company incorporated under the laws of the Kingdom of Bahrain pursuant to
Decree No. 77 for the year 2007 having its registered office in the Kingdom of
Bahrain;

“Non-Associated Gas’ means Natural Gas not in contact with, nor dissolved
in crude oil in the reservoir and liquid hydrocarbons within such Natural Gas
or obtained from such Natural Gas by condensation or extraction prior to or at
the Point of Delivery (including Associated Liquids);

“Non-Defaulting Contractor Party” shall have the meaning assigned to it in
Article 29.2(B);

“Non-Jauf Cost Recovery Non-Associated Gas” shall have the meaning
assigned to it in Article 14.2(A)(6);

“Non-Jauf Development” shall have the meaning assigned to it in Article
14.4(A);

“Notice of Dispute” shall the meaning assigned to it in Article 32.1(A);

“Operating Costs” shall mean all Petroleum Costs under any Annual Work
Programmes and Budgets that are not capital in nature and that are not
included as either Exploration Costs or Development Costs or are otherwise
designated as Operating Costs under this Agreement, but not including
financing costs, inclusive of costs for the operation, servicing and maintenance
of equipment and facilities for the production, storage, treatment, flaring, and
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transportation of production to the Point(s) of Delivery; as well as
contributions to the Abandonment Fund;

“Participating Interest’” means an undivided interest of a Contractor Party in
all of the rights and obligations of CONTRACTOR under this Agreement. As
of the Signature Date, the Participating Interests are held as follows:

Occidental of Bahrain Deep Gas, LLC
100%

“Parties” means NOGA and each Contractor Party and “Party” means either
NOGA or CONTRACTOR, as the context may require;

“Petroleum” means all liquid and gaseous hydrocarbon existing in their
natural condition in the strata, as well all substances, including sulfur,
produced in association with such hydrocarbons;

“Petroleum Costs Account” shall have the meaning assigned to it in
paragraph 1.A(5) of Appendix D;

“Petroleum Costs” means all expenditures made and all costs incurred by
CONTRACTOR in carrying out Petroleum Operations in accordance with this
Agreement and directly related thereto as from the Effective Date. Petroleum
Costs shall be determined in accordance with the Accounting Guidelines &
Procedure and designated as Exploration Expenditures, Development Costs
and Operating Costs, as appropriate, in relation to the exploration,
development and production operations in respect of which such expenditures
and costs are incurred. Petroleum Costs shall not include the following items
of costs and expenditures:

(A) foreign taxes paid on income derived from sources within the Kingdom
of Bahrain;

(B) finance costs (including bank charges and interest) incurred by
CONTRACTOR in financing Petroleum Operations; or

(C) bonus payments specified in Article 15;
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“Petroleum Operations” means any and all operations carried out by
CONTRACTOR under this Agreement for the purpose of:

(A) exploring, appraising, developing, producing, storing, marketing,
transporting Natural Gas in and from the Deep Gas Contract Area; and/or

(B) the plugging and Abandonment of any wells and the Abandonment of
installations and facilities;

“Point(s) of Delivery” shall means the point(s) of delivery proposed pursuant
to Article 9.2(D)(5) (as approved by the Management Committee and NOGA)
and any future points of delivery approved by the Management Committee
pursuant to Article 17.1(B)(2) and Article 7.1(B)(17);

“Production Commencement Date” means the date on which
CONTRACTOR first delivers Natural Gas to the Point of Delivery;

“Production Period” shall, in relation to each Development Area, have the
meaning assigned to it in Article 3.4(A);

“Profit Non-Jauf Non-Associated Gas” shall have the meaning assigned to it
in Article 14.2(A)(5);

“Profit Non-Associated Gas” shall have the meaning assigned to it in Article
14.2(A)(7);

“Project” shall have the meaning assigned to it in Article 21.1(G)(1);
“R Factor” shall have the meaning assigned to it in Article 14.5(B);

“Ramp Up Period” means the period of time commencing on the first
Commercial Production Date in relation to the Development Area containing
the Jauf Discovery and ending on the second (2"!) anniversary of the first
Commercial Production Date in relation to the Development Area containing
the Jauf Discovery;

“Reasonable and Prudent Operator” means a person (operator) seeking, in
good faith, to perform its contractual obligation and, in so doing and in the
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general conduct of its undertaking, exercising that degree of skill, diligence,
prudence, and foresight which would reasonably and ordinarily be expected
from a skilled and experienced operator engaged in the same type of
undertaking under the same or similar circumstances or conditions, and the
“Reasonable and Prudent Operator” standard shall be construed accordingly;

“Re-allocated Production” shall have the meaning assigned to it in Article
14.1(D)(1);

“Retained Exploration Area” means that portion of the Deep Gas Contract
Area retained for Exploration Operations in accordance with Article 3.2;

“Retained Exploration Area Programme Commitments” shall have the
meaning assigned to it in Article 3.2(A);

“Right Exercise Date” shall have the meaning assigned to it in Article
10.1(D)(1);

“Right of Government Participation” shall have the meaning assigned to it
in Article 10.1(A);

“Rules” shall have the meaning assigned to it in Article 32.3(A);

“Saq Formation” means the sediments consisting of arkosic sandstone and
red micaceous siltstones of the Middle Cambrian to Early Ordovician age. The
formation is 400 metres thick in the type section. The Saq sandstone is
overlaid by Hanadir shale of Ordovician age and is divided into Saq A, B, C,
D units, as more particularly described in Part 1 of Appendix B;

“Second Exploration Phase” shall have the meaning assigned to it in Article
3.1(A)2);

“Second Exploration Phase Minimum Work Programme Commitments”
means the Petroleum Operations to be conducted pursuant to Article 5.4;

“Secretary” shall have the meaning assigned to it in Article 7.3(B);



(4

2011 53931 6 usedll = 3020 1 33=) cile

“Shallow Reservoirs” shall have the meaning assigned to it in Article
22.2(B);

“Shortfall” shall have the meaning assigned to it in Article 14.1(E);
“Signature Date’ shall have the meaning assigned to it in the Preamble;

“Standard Conditions” means a temperature of fifteen degrees Celsius
(15°C) and a pressure of one (1) atmosphere (equivalent to 1.01325 Bar or
101.325 kilopascal (kPa) or 14.696 pounds per square inch (psi)), or as
mutually agreed by the Parties from time to time;

“Statement of Petroleum Costs” shall have the meaning assigned to it in
Article 14.2(B)(5)II);

“Taxable Income” shall have the meaning assigned to it in Article 18.2;

“Technical Subcommittee” shall have the meaning assigned to it in Article
7.5(B);

“Term” means the term of this Agreement as described in Article 2.3
including any extension in accordance with Article 3.4(B) if applicable;

“Testing Objective” means, in relation to any Exploration Well, the objective
specified in paragraph II) of the Article (being Article 5.2(A)(3), 5.2(A)(4) or
5.4(A)(2) as the case may be) which applies to such Exploration Well;

“Third Party” means any entity, individual, company, corporation,
partnership, joint venture or association, whether a body corporate
unincorporated or association of persons, other than the Parties, but
specifically including Affiliates of the Parties;

“Total Baseline Jauf Non-Associated Gas Production’ shall have the
meaning assigned to it in Article 14.1(A);

“Total Jauf Non-Associated Gas Production” shall have the meaning
assigned to it in Article 14.2(A)(1);
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“Total Non-Jauf Non-Associated Gas Production” shall have the meaning
assigned to it in Article 14.2(A)(4);

“Ultimate Parent Company” means the ultimate parent company of each
Contractor Party, which in the case of Occidental of Bahrain Deep Gas, LLC
is Occidental Petroleum Corporation, a company organized under the laws of
Delaware, United States;

“UNCITRAL” means the United Nations Commission on International
Trade;

“Wholly-owned Affiliate” means:

(A) in relation to any Contractor Party (other than the Government Interest
Acquirer if applicable) (1) any company which the Contractor Party or any
company owned or controlled by the Contractor Party now or hereafter owns
or controls, or (ii) the Ultimate Parent Company of the Contractor Party and
any company which such Ultimate Parent Company now or hereafter owns or
controls; and

(B) in relation to NOGA (i) any company which NOGA now or hereafter
owns or controls, or (ii) the Government.

For the purposes of paragraphs (A) and (B) of this definition, “owns or
controls” means owning or controlling, directly or indirectly, one hundred
percent (100%) of the shareholding entitled to vote in the election of directors
or if there is no such shareholding, one hundred percent (100%) of the equity
share capital of such company (and the phrase “owned or controlled” shall be
construed accordingly); and

“Wilful Misconduct” means in relation to either Party, any act or failure to
act by a senior managerial employee of such party which was intended or
which was undertaken with reckless disregard of the harmful consequences
that the person in question should have known that such act or failure to act
would have had on the safety or property of another person or entity, but shall
not include any error of judgment or mistake made by such senior managerial
employee in the exercise in good faith of any function, authority or discretion
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1.2

1.3

conferred upon such Party under this Agreement, providing that nothing in
this definition shall be prejudice to the laws of the Kingdom of Bahrain.

Interpretation

In this Agreement:

(A)

(B)

©)

D)

(E)

(F)

G

headings are included for convenience only and shall not affect the
interpretation or construction of this Agreement;

an expression which denotes any gender includes the other genders, a
natural person includes an artificial person and vice versa, and the
singular includes the plural and vice versa;

any reference to any legislation is to such legislation as at the execution
date of this Agreement as the same may be amended, modified,
consolidated and/or re-enacted from time to time;

a reference to an Article or Appendix is to an Article of, or Appendix to,
this Agreement;

a reference to any agreement or document is to that agreement or
document (and, where applicable, any of its provisions) as amended,
novated, restated or replaced from time to time;

a reference to any Party to this Agreement or any other document or
arrangement includes that Party’s successors in title and permitted
assigns; and

13

a reference to the words “including”, “include”, “includes”, “in
particular” and “other” or any similar expression shall be construed as
illustrative and shall not limit the sense of the words preceding these
terms.

Currencies

Amounts preceded by the symbol “$” refer to amounts in the currency of the
United States of America, which currency is also referred to herein as “Dollars”.
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ARTICLE 2
SCOPE, PURPOSE & TERM

2.1  Scope of Agreement

(A) The scope of this Agreement shall solely be for the exploration,
appraisal, development, production, treatment, processing and
transportation of Natural Gas within the Deep Gas Contract Area.

(B)  The Parties acknowledge and agree that CONTRACTOR shall have no
right to prospect for, explore, appraise, develop, produce, collect, store,
treat, process and transport Crude Oil within the Deep Gas Contract
Area.

(C) CONTRACTOR shall conduct and finance Petroleum Operations and all
Natural Gas produced from within the Deep Gas Contract Area shall be
shared between NOGA and CONTRACTOR in accordance with the
terms of this Agreement.

(D)  This Agreement is stand alone and fully independent of any other project
related to petroleum operations in the Kingdom of Bahrain.

2.2 Purpose of entry into Agreement

The purpose of entry into this Agreement by the Kingdom of Bahrain is to
ensure that the Kingdom of Bahrain is able to meet its current and future gas demand
through:

(A) the finding of additional Natural Gas reserves within the Deep Gas
Contract Area; and

(B)  the development and production of conventional and unconventional
Natural Gas from the deep gas reservoirs within the Deep Gas Contract
Area.

23 Term of Agreement
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3.1

The Term of this Agreement is thirty (30) years as from the Effective Date,
subject to the possibility of:

(A)

(B)

(©)

(A)

early termination pursuant to Article 29;

early termination on voluntary relinquishment of all of the Deep Gas
Contract Area pursuant to Article 4.1(B) or 4.3; or

extension pursuant to Article 3.4(B).

ARTICLE 3

EXPLORATION & PRODUCTION PERIODS

Exploration Period

The Exploration Period is comprised of:

(1)

)

a “First Exploration Phase” of four (4) Contract Years
commencing on the Effective Date. CONTRACTOR shall
submit the bank letter of guarantee pursuant to Article 6.1.

if applicable, an optional “Second Exploration Phase” of three
(3) Contract Years commencing on the expiry of the First
Exploration Phase. CONTRACTOR’s option to enter the
Second Exploration Phase is subject to it having provided to
NOGA notice of its intention to enter the Second Exploration
Phase at least ninety (90) days prior to the expiry of the First
Exploration Phase, and to its having, prior to the expiry of the
First Exploration Phase:

1)) performed the First Exploration Phase Minimum Work
Programme Commitments; and

IT) provided to NOGA the guarantee in respect of the
Second Exploration Phase as contemplated in Article
6.1.
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3.2 Retained Exploration Area

(A) CONTRACTOR may propose to NOGA at least ninety (90) days prior to
the end of the Second Exploration Phase, and subject to CONTRACTOR
having performed the Second Exploration Phase Minimum Work
Programme Commitments prior to the end of the Second Exploration
Phase, a Retained Exploration Area in return for conducting an agreed-
upon programme of Exploration Operations (the “Retained Exploration
Area Programme Commitments”). Such notice to NOGA:

(1) shall specify the coordinates of the proposed Retained
Exploration Area and the geological stratigraphic interval
within the Deep Gas Contract Area, and

(2) shall describe CONTRACTOR’s proposed Retained
Exploration Area Programme Commitments for the balance of
the then current Contract Year and the next Contract Year,
along with: (i) the amount due in the event of breach for non-
performance; and (ii) the proposed guarantee to in respect of
the Retained Exploration Area Programme Commitments.

(B)  NOGA shall have the discretion whether to approve any such proposal.
In the event that NOGA approves CONTRACTOR’s proposal,
CONTRACTOR will then undertake the Retained Exploration Area
Programme Commitments (failing which the amount due in the event of
breach for non-performance shall be paid), and may continue Exploration
Operations in such Retained Exploration Area for so long as
CONTRACTOR and NOGA can agree.

3.3  Discovery within 180 Days of End of Exploration Period

In the event that CONTRACTOR makes a Discovery within one hundred and
eighty (180) days prior to the expiry of the Exploration Period, the Exploration Period
shall be extended in regard to the applicable Discovery Area, or to the applicable
Appraisal Area, as may be reasonably necessary in order to provide CONTRACTOR
with the time provided for in Article 8 and Article 9 to attempt to obtain applicable
Appraisal Plan or Development Plan approval.
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3.4  Production Period of Development Areas

(A)

(B)

©

In the event of approval of a Development Plan the period in which
CONTRACTOR has the right to conduct Petroleum Operations pursuant
to the Development Plan shall be from the date of approval of the
Development Plan until the thirtieth (30™) anniversary of the Effective
Date (the “Production Period”).

CONTRACTOR may request by written notice to NOGA, at least five
(5) Contract Years prior to the expiry of the Production Period of the
Development Plan, an extension to the Term of a period of up to five (5)
years.

The grant of any extension pursuant to Article 3.4(B) shall be at the
absolute discretion of NOGA; provided, however, that NOGA shall
respond to CONTRACTOR’s request under Article 3.4(B) within one (1)
year of such request.

3.5 NOGA Discretion to Extend First Exploration Phase

(A)

(B)

If, at the end of the First Exploration Phase, the First Exploration Phase
Minimum Work Programme Commitments are not completed, then
NOGA may, in its discretion, extend the term of such First Exploration
Phase for a period necessary to enable CONTRACTOR to complete such
commitments, such extension not to exceed six (6) Calendar Months,
provided, however, that CONTRACTOR must: (i) give notice of its
request for such extension to NOGA at least ninety (90) days prior to the
expiry of such First Exploration Phase; and (ii) show technical or other
good reasons for non-performance of the First Exploration Phase
Minimum Work Programme Commitments. In the event of any such
extension of the First Exploration Phase NOGA may at its discretion
subtract the period of such extension from the period of the Second
Exploration Phase, if any.

If, at the end of the First Exploration Phase, there is a Discovery Area
that the CONTRACTOR wishes to appraise before making the
determination whether to proceed into the Second Exploration Phase,
then NOGA may, in its discretion, extend the term of the such First
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Exploration Phase in order to extend the deadline for CONTRACTOR’s
election to proceed into the Second Exploration Phase, such extension
not to exceed twelve (12) Calendar Months except as otherwise agreed
by NOGA, provided, however, that CONTRACTOR must give notice of
its request for such an extension to NOGA at least ninety (90) days prior
to the expiry of such First Exploration Phase. In the event of any such
extension of the First Exploration Phase NOGA may at its discretion
subtract the period of such extension from the period of the Second
Exploration Phase, if any.

ARTICLE 4
RELINQUISHMENT

4.1 Relinquishment at End of Exploration Period
(A) CONTRACTOR may opt not to enter Second Exploration Phase.

(B) CONTRACTOR shall relinquish all of the Deep Gas Contract Area at (i)
the end of the First Exploration Phase or (ii) at the end of the Second
Exploration Phase (where relevant), excepting any:

(1) Development Area;

(2) Appraisal Area, provided that CONTRACTOR is duly
implementing the applicable procedures to convert such
Appraisal Area into a Development Area within the time
provided for in Article 9;

3) Appraisal Area for which a proposed Development Plan has
become the subject of Expert determination pursuant to Article
9.2(G);

(4) Discovery Area for which CONTRACTOR has proposed an
Appraisal Plan, provided that CONTRACTOR is duly
implementing the applicable procedures to convert such
Discovery Area into an Appraisal Area within the time
provided for in Article 8;
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)

(6)

(7

®)

Discovery Area for which a proposed Appraisal Plan has
become the subject of Expert determination pursuant to Article
8.3(E);

Discovery Area for which CONTRACTOR has not proposed
an Appraisal Plan, provided that the Discovery was made
within one hundred and eighty (180) days prior to the end of
the Exploration Period, and provided that CONTRACTOR is
duly implementing the applicable procedures to convert such
Discovery Area into an Appraisal Area within the time
provided for in Article 8;

if there is a well still drilling at the end of the Exploration
Period, at the discretion of NOGA, the prospective Discovery
Area as determined in accordance with Article 8.2(D) to be
associated with any prospective Discovery that might occur as a
result of such well, in order to permit the CONTRACTOR to
implement the applicable procedures to convert such a
prospective Discovery Area into an Appraisal Area within the
time provided for in Article 8; and/or

Retained Exploration Area pursuant to Article 3.2.

(C) CONTRACTOR shall, in regard to any area(s) retained after the expiry
of the Second Exploration Phase, relinquish any:

(1

2

3)

“4)

Development Area that CONTRACTOR does not timely
develop in accordance with Article 9;

Appraisal Area that does not become the subject of a
Development Area within the time provided for in Article 9;

Appraisal Area that CONTRACTOR elects to relinquish
pursuant to Article 9.2(H) as a result of NOGA’s revisions(s) of
CONTRACTOR’s proposed Development Plan;

Discovery Area that does not become the subject of an
Appraisal Area within the time provided for in Article 8, and,
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subsequently, a Development Area within the time provided for
in Article 9;

(%) a prospective Discovery Area arising pursuant to Article
4.1(B)(6) that does not become the subject of an Appraisal Area
within the time provided for in Article 8, and, subsequently, a
Development Area within the time provided for in Article 9;
and/or

(6) part of any Retained Exploration Area that does not become the
subject of a Discovery Area or an Appraisal Area within the
time provided for in Article 8, and, subsequently, a
Development Area within the time provided for in Article 9.

4.2  Relinquishment of Development Areas
(A) CONTRACTOR shall relinquish each Development Area:

(1) in the case where there is no current production, immediately
upon CONTRACTOR’s notice to NOGA that such
Development Area is no longer considered economic by
CONTRACTOR and is being voluntarily relinquished;

(2) in the case where there is current production, on the date one
hundred and eighty (180) days after CONTRACTOR’s notice
that such Development Area is no longer considered economic
by CONTRACTOR and is being voluntarily relinquished, and
in accordance with a reasonable transitional programme in the
event that NOGA elects to continue such operations;

3) in the case where there is current production, on receipt of
written notice from NOGA where NOGA has given prior
written notice to CONTRACTOR that NOGA considers that
production from such Development Area is no longer being
optimized and, in the reasonable opinion of NOGA, additional
works could be undertaken by CONTRACTOR to optimize
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4)

)

(6)

(7)

(8)

production and CONTRACTOR has failed to propose any or
sufficient additional works for ninety (90) days after such prior
notice from NOGA, provided that if CONTRACTOR does not
agree with NOGA’s determinations, the matter shall be
determined by the Expert in accordance with Article 32.2;

on the date CONTRACTOR has discontinued production,
without the consent of NOGA, for more than one hundred and
eighty (180) days;

in the case where CONTRACTOR has not commenced
production from the Development Area within one hundred and
eighty (180) days from the estimated date of the
commencement of production set forth in the Development
Plan as contemplated in Article 9.2(D)(7);

in relation to the Jauf Discovery, on the date of expiry of the
Jauf Non-Associated Gas Production Period where there is an
absence of agreement between NOGA and CONTRACTOR
pursuant to Article 14.6;

on receipt by CONTRACTOR of written notice from NOGA
demanding that CONTRACTOR relinquish a Development
Area pursuant to Article 9.1(E); or

on the expiry of the Production Period,

whichever comes first, subject to an extension having been granted
under Article 3.4(B).

4.3  Voluntary Relinquishment

CONTRACTOR may relinquish any portion, or all, of the Deep Gas Contract
Area at any time during First and Second Exploration Phases. Any relinquishment by
CONTRACTOR of the entire Deep Gas Contract Area, either voluntary or as required
by the terms of this Agreement, shall result in the termination of this Agreement,
subject to CONTRACTOR being deemed to have the obligations described under

Article 29.3.
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44  Relinquishment upon Expert Determination

(A)  In the event that CONTRACTOR elects to relinquish a Discovery Area
pursuant to Article 8.3(F) as a result of the Expert’s revision(s) of
CONTRACTOR’s proposed Appraisal Plan, CONTRACTOR shall
immediately relinquish the relevant Discovery Area.

(B)  In the event that CONTRACTOR elects to relinquish an Appraisal Area
pursuant to Article 9.2(H) as a result of the Expert’s revision(s) of
CONTRACTOR’s proposed Development Plan, CONTRACTOR shall
immediately relinquish the relevant Appraisal Area.

4.5  Relinquishment upon Termination

Upon termination of this Agreement under Article 29 CONTRACTOR shall
relinquish all of the Deep Gas Contract Area, including any Discovery Areas,
Appraisal Areas, and/or Development Areas, without NOGA having any further
obligations or liability to CONTRACTOR whatsoever, except as may be applicable in
the case of an arbitral award under Article 32 and in respect of any obligation or
liability arising prior to such termination.

4.6  Relinquishment of a Development Area

In the event of CONTRACTOR relinquishment of a Development Area, for
any reason, CONTRACTOR shall provide written notice pursuant to Article 4.8 at
least one hundred eighty (180) days prior to the date of such proposed relinquishment
and the Parties shall cooperate to effect the transfer of operations to NOGA in a
diligent and expeditious manner, including the entry into and delivery of such
agreements required to effect the transfer.

4.7  Relinquishment pursuant to Article 9.1(F)

Pursuant to Article 9.1(F), if CONTRACTOR does not propose to develop the
Jauf Discovery then, in accordance with Article 9.1(F)(2), CONTRACTOR shall
relinquish the portion within the Deep Gas Contract Area that extends vertically
upwards from the Base of the Jauf Formation.
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4.8 Relinquishment Notice and Approval

In respect of any relinquishment undertaken pursuant to this Article 4,
CONTRACTOR shall submit to NOGA for its approval a written notice indicating the
area(s) in the Deep Gas Contract Area to be relinquished and such notice shall be
accompanied by a map and a description indicating the precise extent of the area to be
relinquished and the area to be retained expressed in degrees and minutes of latitude
and longitude. The relinquished area(s) shall consist of a size and shape (in relation to
both the horizontal and vertical extent of the area(s)) so as to reasonably allow
petroleum activities to be carried out by NOGA or its nominee in such relinquished
area(s). Any dispute over the size or shape of such relinquishment shall be resolved
via Expert determination in accordance with Article 32.2.

4.9 Contractor’s Obligations upon Relinquishment

Upon any relinquishment CONTRACTOR shall have the obligations
described in Article 29.6.

ARTICLE 5
MINIMUM WORK PROGRAMME COMMITMENTS

5.1  Obligation to Commence Operations

CONTRACTOR shall commence Exploration Operations no later than three
(3) Calendar Months after the Effective Date.

5.2 First Exploration Phase Minimum Work Programme Commitments

(A) CONTRACTOR shall perform the following Petroleum Operations (the
“First Exploration Phase Minimum Work Programme
Commitments”):

(1) integrated multi-disciplinary studies:

I geological and geophysical studies of all conventional
and unconventional hydrocarbon resources in the Deep
Gas Contract Area; and
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II) Deep Gas drilling design optimization and hydraulic
fracturing modeling studies,

with a minimum expenditure of one million Dollars
($1,000,000);

2) reprocess five hundred (500) line kilometers of 2D seismic
data, and perform a seismic interpretation (or reinterpretation,
where applicable) of all 2D and 3D seismic data available for
the Deep Gas Contract Area, with a minimum expenditure of
five hundred thousand Dollars ($500,000); and

3) drill two (2) Saq Exploration Wells within the Jauf Discovery
Polygon to explore all potential Natural Gas bearing formations
down to and including all of the potential reservoirs of the Saq
Formation, which Exploration Wells shall meet the following
objectives:

1)) each Exploration Well shall be drilled to the minimum
depth of sixteen thousand two hundred (16,200) feet or
such other minimum depth as the Management
Committee, on recommendation of the Technical
Subcommittee, determines (in the context of the
approval of the relevant work programme) to be the
depth required to explore all potential Natural Gas
bearing formations from the Base of the Jauf Formation
down to and including all of the potential reservoirs of
the Saq Formation; and

II) CONTRACTOR shall, in relation to each Exploration
Well, undertake all relevant activities as are required in
accordance with Good International Petroleum Industry
Practices to evaluate the Non-Associated Gas
productivity of each potential Natural Gas bearing
formation from the Base of the Jauf Formation down to
and including all of the potential reservoirs of the Saq
Formation, including production testing in respect of
such Exploration Well as determined by the
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Management Committee, on recommendation of the
Technical Subcommittee (in the context of the approval
of the relevant work programme), and a minimum of
four (4), five (5), six (6) or such other minimum number
of hydraulic fracturing treatments as the Management
Committee, on recommendation of the Technical
Subcommittee, so determines (in the context of the
approval of the relevant work programme),

with a minimum expenditure of twenty million Dollars
($20,000,000) for each such Exploration Well; and

drill one (1) Saq Exploration Well outside the Jauf Discovery
Polygon to explore all potential Natural Gas bearing formations
from the Base of the Jauf Formation down to and including all
of the potential reservoirs of the Saq Formation, which
Exploration Well shall meet the following objectives:

I)

)

the Exploration Well shall be drilled to the minimum
depth of eighteen thousand five hundred (18,500) feet or
such other minimum depth as the Management
Committee, on recommendation of the Technical
Subcommittee, determines (in the context of the
approval of the relevant work programme) to be the
depth required to explore all potential Natural Gas
bearing formations from the Base of the Jauf Formation
down to and including all of the potential reservoirs of
the Saq Formation; and

CONTRACTOR shall, in relation to the Exploration
Well, undertake all relevant activities as are required in
accordance with Good International Petroleum Industry
Practices to evaluate the Non-Associated Gas
productivity of each potential Natural Gas bearing
formation from the Base of the Jauf Formation down to
and including all of the potential reservoirs of the Saq
Formation, including production testing as determined
by the Management Committee, on recommendation of
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the Technical Subcommittee (in the context of the
approval of the relevant work programme), and a
minimum of four (4), five (5), six (6) or such other
number of hydraulic fracturing treatments as the
Management Committee, on recommendation of the
Technical Subcommittee, so determines (in the context
of the approval of the relevant work programme),

with a minimum expenditure of twenty five million Dollars
($25,000,000).

(B) CONTRACTOR shall have fulfilled its obligation to drill an Exploration
Well if:

(1) such Exploration Well meets both its Depth Objective and its
Testing Objective; or

(2) Article 5.2(C) applies in relation to such Exploration Well.

If, following drilling activities, CONTRACTOR has failed to fulfil its
obligation to drill an Exploration Well, then CONTRACTOR shall drill a
substitute Exploration Well. The rules for determining the Depth
Objective and the Testing Objective for such substitute Exploration Well
shall be the same as those which applied to the Exploration Well for
which it is to be substituted. CONTRACTOR shall have fulfilled the
original First Exploration Phase Minimum Work Programme
Commitment by drilling any substitute well which meets the Depth
Objective and Testing Objective determined for the substitute well.
NOGA may, in its discretion, agree to extend the duration of the First
Exploration Phase for this purpose.

(C)  This Article 5.2(C) shall apply to an Exploration Well if, but only if the
Exploration Well has penetrated the Base of the Jauf Formation within
the Deep Gas Contract Area and:
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(D)

(D such Exploration Well would have met its Depth Objective but
for the existence of a geological condition which a Reasonable
and Prudent Operator could not have foreseen, avoided or
controlled and which, taking into account the purpose of entry
into this Agreement pursuant to Article 2.2, would lead a
Reasonable and Prudent Operator to determine that it should
not continue drilling such Exploration Well; or

2) notwithstanding such Exploration Well did not meet its Testing
Objective, CONTRACTOR undertook all relevant activities
which, in the light of the available technical data and results of
the drilling operation at the relevant time, would have been
undertaken by a Reasonable and Prudent Operator using best
efforts, in accordance with Good International Petroleum
Industry Practices, to evaluate the Non-Associated Gas
potential of each potential Natural Gas bearing formation from
the Base of the Jauf Formation down to and including all of the
potential reservoirs of the Saq Formation; or

3) in the case of an Exploration Well which failed to meet both its
Depth Objective and its Testing Objective, such Exploration
Well satisfies the conditions set out in Article 5.2(C)(1) and
5.2(0)(2).

Following the conclusion of drilling operations within the First
Exploration Phase in respect of any Exploration Well which failed to
meet either or both of its Depth Objective and Testing Objective, a
meeting of the Management Committee shall be convened for the
purpose of reviewing the causes of its failure and considering any
recommendations of the Technical Subcommittee which have resulted
from its own review of the drilling operations. The Management
Committee shall, on recommendation of the Technical Subcommittee,
determine whether Article 5.2(C) applies to the failed Exploration Well.
If the Management Committee is unable to reach such a determination,
and CONTRACTOR considers that Article 5.2(C) does apply to the
failed Exploration Well, then CONTRACTOR may, by initiating Expert
determination pursuant to Article 32.2, seek an Expert certificate to the
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effect that Article 5.2(C) does so apply. The Parties acknowledge and
agree that Article 5.2(C) shall apply to any failed Exploration Well which
is the subject of a determination by the Management Committee or a
certificate issued by an Expert pursuant to the provisions of this Article
5.2(D), but not otherwise.

(E)  Upon conclusion of the First Exploration Phase, if CONTRACTOR has
failed to fulfil the First Exploration Phase Minimum Work Programme
Commitments, CONTRACTOR shall promptly pay to NOGA, in relation
to each First Exploration Phase Minimum Work Programme
Commitment that CONTRACTOR has failed to fulfil, the minimum
expenditure related to that First Exploration Phase Minimum Work
Programme Commitment, provided that:

(1) each of the two (2) Exploration Wells described in Article
5.2(A)(3) shall be a separate First Exploration Phase Minimum
Work Programme Commitment; and

(2) in the case of any Exploration Well to which Article 5.2(C)
applies, an amount equal to the expenditure reasonably and
properly incurred by CONTRACTOR on such Exploration
Well shall be deducted from the minimum expenditure related
to such Exploration Well (up to but not exceeding the relevant
minimum expenditure amount).

CONTRACTOR shall pay the minimum expenditure amount as set
forth in this Article 5.2(E) as, subject to Articles 21.1(0), 21.1(Q)and
25, the sole and exclusive financial compensation for such failure to
fulfil the First Exploration Phase Minimum Work Programme
Commitment, however, in such case, NOGA shall have the right, upon
written notice to CONTRACTOR within ninety (90) days of such
payment, to require CONTRACTOR to relinquish the entire Deep Gas
Contract Area, which shall result in the termination of this Agreement,
subject to CONTRACTOR being deemed to have the obligations
described under Article 29.3. For the avoidance of doubt, to the extent
that CONTRACTOR has fulfilled the First Exploration Phase
Minimum Work Programme Commitments and without prejudice to
Article 5.2(E)(2), the minimum expenditure amounts set forth above
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with respect to such commitments shall not apply, and no action or
payment shall be required with respect to the minimum expenditure
amounts even if CONTRACTOR spent less than such amounts in
fulfilling such commitments.

5.3  Carry Forward of Excess Exploration Work

Subject to Article 5.5, in the event that CONTRACTOR has performed, during
the First Exploration Phase, Petroleum Operations in excess of the First Exploration
Phase Minimum Work Programme Commitments, then such excess Exploration
Operations shall, if in line with the Second Exploration Phase Minimum Work
Programme Commitments, count against the equivalent Minimum Work Programme
Commitments of the Second Exploration Phase unless otherwise agreed.

5.4 Second Exploration Phase Minimum Work Programme Commitments

(A) In the event that CONTRACTOR elects to enter the Second Exploration
Phase in accordance with Article 3.1(A)(2), CONTRACTOR shall
perform the following Petroleum Operations (“Second Exploration
Phase Minimum Work Programme Commitments”):

(1) a seismic programme consisting of the acquisition, processing
and interpretation of:

D thirty (30) kilometers of 2D seismic data (long offset,
high fold, high resolution) and

1)} contingent three hundred (300) sq. kilometers of 3D
seismic data,

with a minimum expenditure of five hundred thousand Dollars
($500,000); and

(2) drill one (1) Saq Exploration Well, either within or outside the
Jauf Discovery Polygon to explore all potential Natural Gas
bearing formations from the Base of the Jauf Formation down
to and including all of the potential reservoirs of the Saq
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Formation, which Exploration Well shall meet the following
objectives:

1)) the Exploration Well shall be drilled to the minimum
depth of sixteen thousand four hundred (16,400) feet or
such other minimum depth as the Management
Committee, on recommendation of the Technical
Subcommittee, determines (in the context of the
approval of the relevant work programme) to be the
depth required to explore all potential Natural Gas
bearing formations from the Base of the Jauf Formation
down to and including all of the potential reservoirs of
the Saq Formation; and

IT) CONTRACTOR shall, in relation to each Exploration
Well, undertake all relevant activities as are required in
accordance with Good International Petroleum Industry
Practices to evaluate the Non-Associated Gas
productivity of each potential Natural Gas bearing
formation from the Base of the Jauf Formation down to
and including all of the potential reservoirs of the Saq
Formation, including production testing in respect of
such Exploration Well as determined by the
Management Committee, on recommendation of the
Technical Subcommittee (in the context of the approval
of the relevant work programme), and a minimum of
four (4), five (5), six (6) or such other minimum number
of hydraulic fracturing treatments as the Management
Committee, on recommendation of the Technical
Subcommittee, so determines (in the context of the
approval of the relevant work programme),

with a minimum expenditure of twenty million Dollars
($20,000,000) for such Exploration Well.

(B) CONTRACTOR shall have fulfilled its obligation to drill an Exploration
Well if:
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(1) such Exploration Well meets both its Depth Objective and its
Testing Objective; or

(2) Article 5.4(C) applies in relation to such Exploration Well.

If, following drilling activities, CONTRACTOR has failed to fulfil its
obligation to drill an Exploration Well, then CONTRACTOR shall drill a
substitute Exploration Well. The rules for determining the Depth
Objective and the Testing Objective for such substitute Exploration Well
shall be the same as those which applied to the Exploration Well for
which it is to be substituted. CONTRACTOR shall have fulfilled the
original Second Exploration Phase Minimum Work Programme
Commitment by drilling any substitute well which meets the Depth
Objective and Testing Objective determined for the substitute well.
NOGA may, in its discretion, agree to extend the duration of the Second
Exploration Phase for this purpose.

This Article 5.4(C) shall apply to an Exploration Well if, but only if the
Exploration Well has penetrated the Base of the Jauf Formation within
the Deep Gas Contract Area and:

(1) such Exploration Well would have met its Depth Objective but
for the existence of a geological condition which a Reasonable
and Prudent Operator could not have foreseen, avoided or
controlled and which, taking into account the purpose of entry
into this Agreement pursuant to Article 2.2, would lead a
Reasonable and Prudent Operator to determine that it should
not continue drilling such Exploration Well; or

(2) notwithstanding such Exploration Well did not meet its Testing
Objective, CONTRACTOR undertook all relevant activities
which, in the light of the available technical data and results of
the drilling operation at the relevant time, would have been
undertaken by a Reasonable and Prudent Operator using best
efforts, in accordance with Good International Petroleum
Industry Practices, to evaluate the Non-Associated Gas
potential of each potential Natural Gas bearing formation from
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the Base of the Jauf Formation down to and including all of the
potential reservoirs of the Saq Formation; or

3) in the case of an Exploration Well which failed to meet both its
Depth Objective and its Testing Objective, such Exploration
Well satisfies the conditions set out in Article 5.4(C)(1) and
5.4(0C)(2).

(D)  Following the conclusion of drilling operations within the Second
Exploration Phase in respect of any Exploration Well which failed to
meet either or both of its Depth Objective and Testing Objective, a
meeting of the Management Committee shall be convened for the
purpose of reviewing the causes of its failure and considering any
recommendations of the Technical Subcommittee which have resulted
from its own review of the drilling operations. The Management
Committee shall, on recommendation of the Technical Subcommittee,
determine whether Article 5.4(C) applies to the failed Exploration Well.
If the Management Committee is unable to reach such a determination,
and CONTRACTOR considers that Article 5.4(C) does apply to the
failed Exploration Well, then CONTRACTOR may, by initiating Expert
determination pursuant to Article 32.2, seek an Expert certificate to the
effect that Article 5.4(C) does so apply. The Parties acknowledge and
agree that Article 5.4(C) shall apply to any failed Exploration Well which
is the subject of a determination by the Management Committee or a
certificate issued by an Expert pursuant to the provisions of this Article
5.4(D), but not otherwise.

(E)  Upon conclusion of the Second Exploration Phase, if CONTRACTOR
has failed to fulfil the Second Exploration Phase Minimum Work
Programme Commitments, CONTRACTOR shall promptly pay to
NOGA, in relation to each Second Exploration Phase Minimum Work
Programme Commitment that CONTRACTOR has failed to fulfil, the
minimum expenditure related to that Second Exploration Phase
Minimum Work Programme Commitment, provided that in the case of
any Exploration Well to which Article 5.4(C) applies, there shall be
deducted from the minimum expenditure related to such Exploration
Well an amount equal to the expenditure reasonably and properly
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incurred by CONTRACTOR on such Exploration Well (up to but not
exceeding the relevant minimum expenditure amount). CONTRACTOR
shall pay the minimum expenditure amount as set forth in this Article
5.4(E) as, subject to Articles 21.1(0), 21.1(Q) and 25, the sole and
exclusive financial compensation for such failure to fulfil the Second
Exploration Phase Minimum Work Programme Commitment, however,
in such case, NOGA shall have the right, upon written notice to
CONTRACTOR within ninety (90) days of such payment, to require
CONTRACTOR to relinquish the entire Deep Gas Contract Area, which
shall result in the termination of this Agreement, subject to
CONTRACTOR being deemed to have the obligations described under
Article 29.3. For the avoidance of doubt, to the extent that
CONTRACTOR has fulfilled the Second Exploration Phase Minimum
Work Programme Commitments and without prejudice to this Article
5.4(E), the minimum expenditure amounts set forth above with respect to
such commitments shall not apply, and no action or payment shall be
required with respect to the minimum expenditure amounts even if
CONTRACTOR spent less than such amounts in fulfilling such
commitments.

5.5 Other Petroleum Operations

The drilling of Appraisal Wells, the undertaking of seismic surveys, or any
other Petroleum Operations carried out as part of an Appraisal Plan shall not count
against CONTRACTOR’s Minimum Work Programme Commitments.

6.1

(A)

ARTICLE 6
GUARANTEES

Guarantee for Minimum Work Programme Commitments

Each Contractor Party (other than the Government Interest Acquirer if
applicable) shall have the obligation: (i) within thirty (30) days from the
Effective Date; (ii) thirty (30) days prior to commencement of the First
and Second Exploration Phase, if applicable; and (iii) thirty (30) days
prior to the term of any Retained Exploration Area; to provide NOGA
with an irrevocable bank letter of guarantee, in favour of NOGA, from an
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international bank of repute, acceptable to NOGA; or, at the discretion of
NOGA, to provide an irrevocable parent company guarantee, in favour of
NOGA, from the Ultimate Parent Company of such Contractor Party or
from a parent acceptable to NOGA, for an amount which shall in the
aggregate equal to the respective amounts specified in Article 6.1(B), or
Article 3.2 (regarding any Retained Exploration Area), as applicable,
associated with carrying out the Minimum Work Programme
Commitments and Retained Exploration Area Programme Commitments.
Any such bank letter of guarantee shall be from an internationally
reputable financial institution and shall be in the form described in
Appendix G and any such parent company guarantee shall be in the form
described in Appendix H, or, in either case, as NOGA may otherwise
approve by notice to CONTRACTOR as being: (i) in compliance with
Article 6.1(C); or (ii) not in compliance with Article 6.1(C) but
nevertheless acceptable to NOGA. Any such bank letter of guarantee or
parent company guarantee shall be for a term which does not expire
earlier than the First Exploration Phase, the Second Exploration Phase or
to the end of the term of any Retained Exploration Area, as applicable,
plus an additional sixty (60) days thereafter. Each Contractor Party shall
also, within thirty (30) days of the Effective Date, and on or prior to the
date upon which any subsequent letter of bank guarantee or parent
company guarantee is to be provided, deliver to NOGA a legal opinion
from its legal advisors, in a form and substance acceptable to NOGA, to
the effect that such bank letter of guarantee, or parent company
guarantee, as applicable, has been duly signed and delivered on behalf of
the guarantor with due authority and is legally valid and enforceable
according to the terms of this Agreement. NOGA may terminate this
Agreement upon CONTRACTOR’s failure to provide or maintain such
bank letter of guarantee(s), or such parent company guarantee(s), as
applicable, and/or such legal opinion(s), within and for the prescribed
period.

(B)  The respective aggregate amount of the bank letter of guarantee(s), or
parent company guarantee(s), as applicable, referred to in Article 6.1(A),
shall be:
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)

2

3)

for the First Exploration Phase — sixty six million and five
hundred thousand Dollars ($66,500,000);

for the Second Exploration Phase — twenty million and five
hundred thousand Dollars ($20,500,000); or

for any Retained Exploration Area, the amount agreed upon
under Article 3.2 as associated with the Retained Exploration
Area Programme Commitments.

Each Contractor Party (other than the Government Interest Acquirer if
applicable) shall provide the bank letter of guarantee(s), or parent
company guarantee(s), only in an amount equal to its Participating
Interest share of the aggregate amounts set forth above.

If a bank letter of guarantee or parent company guarantee referred to in
Article 6.1(A) is in a form other than in accordance with the form
described in Appendix G or Appendix H (as applicable), such bank letter
of guarantee or parent company guarantee shall provide that:

(1)

)

3)

the bank letter of guarantee or parent company guarantee shall
be irrevocable and unconditional;

upon delivery to the issuing bank or parent company guarantor
of a certificate from the Contractor Party, countersigned by
NOGA, that a corresponding item of work has been completed
in accordance with this Agreement and that all technical data
related thereto has been delivered to NOGA, the subject bank
letter of guarantee or parent company guarantee shall be
reduced by the applicable amount (pro-rata as may be
applicable) described in Article 5; and

if, at the end of the First Exploration Phase, the Second
Exploration Phase, or at the end of the term of a Retained
Exploration Area, NOGA gives notice to CONTRACTOR that
CONTRACTOR has failed to perform any applicable work
programme commitments, then, the issuing bank and/or parent
company guarantor of the Contractor Party, as applicable, shall,
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on demand from NOGA, whether or not the Contractor Party or
such guarantor (as may be applicable) contests such failure,
immediately pay to NOGA any and all amounts determined by
NOGA as being due pursuant to Article 5.2(D) or 5.4(D) (as the
case may be) as a result of the non-performance of the
applicable work programme commitments.

(D)  Without limiting the general nature of the bank letter of guarantee(s) or
parent company guarantee(s) required to be provided under Article 6.1 or
6.2, NOGA shall be entitled to draw on such bank letter of guarantee(s)
or parent company guarantee where CONTRACTOR has failed to pay
the minimum expenditure amount applicable in respect of non-
performance as set forth in Article 5.2 and Article 5.4 subject to the
provisions of Article 29.6(A)(4).

6.2 Guarantee for General Obligations Under this Agreement

Each Contractor Party (other than the Government Interest Acquirer if
applicable) shall, within thirty (30) days of the Effective Date, deliver to NOGA an
irrevocable parent company guarantee, in favour of NOGA, from the Ultimate Parent
Company of such Party or from a parent acceptable to NOGA, providing that such
parent shall provide all (not only its pro-rata share) technical and financial resources
that the Contractor Party may require to meet on a timely basis all of
CONTRACTOR’s obligations under the Agreement, including but not limited to
CONTRACTOR’s obligations under Article 22, in the form described in Appendix H,
or as NOGA may otherwise approve by notice to CONTRACTOR. Each Contractor
Party (other than the Government Interest Acquirer if applicable) shall also, within
thirty (30) days of the Effective Date, deliver to NOGA a legal opinion from its
internal legal advisors, in a form and substance acceptable to NOGA, to the effect that
such parent company guarantee has been duly signed and delivered on behalf of the
guarantor with due authority and is legally valid and enforceable according to the
terms of this Agreement. NOGA may terminate this Agreement upon
CONTRACTOR’s failure to provide such parent company guarantee(s) and/or such
legal opinion(s) within the prescribed period.
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7.1

ARTICLE 7
MANAGEMENT COMMITTEE

Management Committee Authority

(A)

(B)

NOGA and the CONTRACTOR shall, within forty-five (45) days after
the Effective Date, establish a committee (the ‘“Management
Committee”) for the purpose of overseeing Petroleum Operations. The
mandate of the Management Committee is to assist CONTRACTOR in
the performance of Petroleum Operations under this Agreement, and to
provide a forum for a continuous dialogue and flow of information
between CONTRACTOR and NOGA regarding CONTRACTOR’s
Petroleum Operations.

The Management Committee shall have authority to review and approve
the following submissions and requests:

(1) any work programmes proposed by CONTRACTOR to be
undertaken in the First Exploration Phase and the Second
Exploration Phase (if applicable), including the applicable
schedule and budget for such work programmes and the
specific timings of the spudding of the wells to be drilled in the
relevant phase;

(2) any proposed Annual Work Programme and Budget, and
CONTRACTOR’s proposed revisions thereof;

3) any proposed Five Year Plan, and CONTRACTOR’s proposed
revisions thereto;

4) the recommendation of the characterization of a Commercial
Discovery as the Qualifying Discovery to NOGA to allow
NOGA to give final approval or rejection;

(5) any proposed Appraisal Plans;

(6) any proposed Development Plans in relation to Discoveries
appraised by CONTRACTOR, and NOGA’s proposed
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revisions thereof, as a condition of approval including any
proposed Development Plan in relation to the Jauf Discovery;

(7) incorporating into an integrated plan(s) NOGA or
CONTRACTOR’s proposal to develop individual Development
Plans on an integrated basis (any such plan to be an
“Integrated Development Plan”), recommending any
amendments to any previously approved Development Plan as
a result of such incorporation and approving any amendments
to an integrated plan(s) (if applicable) as a result of the
inclusion of any additional Development Plans/Areas into an
existing integrated plan(s);

(8) any proposed method and device for measurement of volume
and assessment of quality of Natural Gas proposed by
CONTRACTOR;

9) any proposed Abandonment plan and the budget for
Abandonment operations;

(10)  the geographic and vertical boundaries of any proposed area(s)
for relinquishment in the Deep Gas Contract Area;

(11) a manual setting forth policies, procedures and controls
consistent with this Agreement in relation to purchasing and
contracts (sub-contractor tender lists, tender evaluations,
contracts and contract awards, purchase orders and service
orders);

(12)  any proposals to make an expenditure in regard to Petroleum
Operations in excess of two million Dollars ($2,000,000);

(13) entry into the Petroleum Costs Account of costs that are not
supported by an approved Annual Work Programme and
Budget pursuant to Article 27.4;
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(14) any proposed work programme and budget to ensure that
production of Non-Associated Gas from the Deep Gas Contract
Area is optimized;

(15) the proposed HSE Management System and any proposed
amendments to the HSE Management System,;

(16)  the training plan under Article 24; and

(17)  any proposed additional Point(s) of Delivery, whether proposed
by NOGA or CONTRACTOR.

7.2  Management Committee Members

(A)

(B)

©)

(D)

The Management Committee shall consist of six (6) members with one
(1) vote each, three (3) of them being representatives appointed by
NOGA and three (3) of them being representatives appointed by
CONTRACTOR. Each representative shall be entitled to appoint an
alternate in the event such representative is unable to attend a meeting.

Each Party shall, within thirty (30) days of the Effective Date, give
written notice to the other Party indicating the names of such Party’s
appointees to the Management Committee, provided that any or all of
them may be replaced by the appointing Party from time to time by
written notice to the other Party.

Each of a Party’s representatives (and their alternates) is deemed to be
acting on behalf of such Party and is deemed to have full power and
authority to represent and bind such Party with respect to all matters
properly coming before the Management Committee provided that such
matters fall under the jurisdiction of the Management Committee.

Each representative is entitled to bring to the meetings of the
Management Committee such advisors to assist it in the business of the
meeting as may be reasonably necessary, provided that such advisors
may only act in an advisory capacity and shall not be entitled to vote.
Unless the Management Committee agrees otherwise, the cost of each
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such advisor shall be borne solely by the Party which appointed it and
shall not be cost recoverable under this Agreement.

(E)  Any travel costs sustained by representatives travelling to and attending
Management Committee meetings shall be borne by each Party
separately and shall not be cost recoverable under this Agreement.

7.3  Management Committee Chairman and Secretary

(A)  NOGA shall appoint one (1) of its representatives to act as the chairman
of the Management Committee (hereinafter the “Chairman”). In the
event of the Chairman’s absence from any such meeting, NOGA may
designate one (1) of its representatives present at such meeting to act as
Chairman of the meeting. The Chairman shall be responsible for:

(1) presiding over all meetings of the Management Committee;

(2) the circulation of minutes produced by the Secretary pursuant
to Article 7.3(B)(2) to each member in attendance at a meeting
within fifteen (15) Business Days of the conclusion of each
meeting, which minutes shall include the results of any votes
taken and resolutions adopted by the Management Committee
and other pertinent matters; and

3) the circulation of the approved minutes within twenty (20)
Business Days from the conclusion of each meeting or, if
applicable, twenty (20) Business Days from the date on which
the minutes where finalized or amended following comments
from any member on the Management Committee.

(B)  The Management Committee shall appoint one (1) of its members to act
as the secretary of the Management Committee (hereinafter the
“Secretary”), who shall be responsible for:

(1) preparing the agenda for a proposed meeting;

(2) the preparation of proposed minutes following each meeting
and provision of such minutes to the Chairman in sufficient
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time to allow the Chairman to meet its obligations under Article
1.3(A)2);

3) keeping all documents and records relating to the Management
Committee; and

4) other relevant tasks that the Management Committee may
assign to the Secretary from time to time.

7.4  Management Committee Meetings and Voting

(A)

(B)

©

(D)

The Management Committee shall meet at least four (4) times a year, in
the Kingdom of Bahrain, or any other place agreed upon by NOGA and
CONTRACTOR, upon thirty (30) days prior written notice by the
Chairman, which notice shall include an agenda and necessary
information and/or documents for the proposed meeting. In addition,
NOGA and CONTRACTOR are each entitled to call special meetings of
the Management Committee with not less than fifteen (15) days notice
(unless all Parties otherwise agree), which shall include an agenda. By
notice to all other Parties, any Party can advise of additional matters
which such Party desires to be considered at a meeting of the
Management Committee already called for, and provided that such notice
is given at least ten (10) days before the date of the meeting, such matters
shall be included in the agenda and considered at such meeting.

Subject to Article 7.4(C), the Management Committee may validly
deliberate and take decisions at a meeting only if at least two (2)
representatives of each Party are present, and an equal number of
representatives, of each Party are present.

If it is considered by either Party that a matter requires urgent handling or
may be decided without convening a meeting, then the Parties may agree
in writing to make decisions via faxes or via the circulation of
documents.

A majority vote shall be required for any Management Committee
decision, or any Management Committee approval as may expressly be
required by this Agreement.
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(E)  For the avoidance of doubt, (i) the members of the Management
Committee appointed by NOGA shall not unreasonably withhold their
approval in any Management Committee decision in relation to any
proposal submitted by CONTRACTOR and (ii) the members of the
Management Committee appointed by CONTRACTOR shall not
unreasonably withhold their approval in any Management Committee
decision in relation to any proposal submitted by NOGA.

(F)  In the event that a majority vote cannot be obtained in respect of any
matter for which Management Committee approval is expressly required
under this Agreement, either Party may convene a further meeting of the
Management Committee in an attempt to resolve the issue. Either Party
shall have the right to submit to the pertinent issues to binding Expert
determination in accordance with Article 32.2 and the procedures
described in Appendix E. Subject to Article 9.2(G), in the event that such
Expert determines that the proposal made by the submitting Party is in
accordance with Good International Petroleum Industry Practices and
such other pertinent criteria as may expressly be provided for in this
Agreement, then such proposal by the submitting Party shall be deemed
approved. Subject to Article 8.3(E), in the event that such Expert
determines that the proposal made by the submitting Party was not in
accordance with Good International Petroleum Industry Practices and
such other pertinent criteria as may expressly be provided for in this
Agreement, then such Expert shall have the authority to determine
revisions to the proposal that such Expert feels would be required in
order to bring the proposal into compliance with Good International
Petroleum Industry Practices and such other pertinent criteria as may
expressly be provided for in this Agreement. The date of any such
Expert determination shall be deemed to be the date of approval of the
proposal.

(G)  Either Party may submit to the Management Committee for review and
advice matters for which this Agreement does not require Management
Committee approval that it may deem important, including relationship
matters between the Parties.
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(H)

(D

7.5

(A)

(B)

©

Any notice to a Party made in compliance with Article 34 shall be
considered as a notice to such Party’s Management Committee members.

On receipt by the representatives of the Management Committee of the
minutes of a meeting of the Management Committee circulated by the
Chairman pursuant to Article 7.3(A)(2), each member present at the
meeting may within ten (10) Business Days of receipt give notice of
comments to the minutes to the Chairman. If the Chairman has not
received any notices of comments from any members present at the
meeting, then the minutes shall be deemed to have been approved.

Subcommittees

The Management Committee shall, within sixty (60) days after the
Effective Date, establish a technical subcommittee. The Management
Committee shall, within sixty (60) days after approval of a Development
Plan, establish a finance subcommittee and a HSE subcommmittee.

The technical subcommittee established pursuant to Article 7.5(A) (the
“Technical Subcommittee”) shall consist of representatives appointed
by NOGA and representatives appointed by CONTRACTOR, and all
meetings of the Technical Subcommittee shall have in attendance
representatives of both NOGA and CONTRACTOR. The Technical
Subcommittee shall have a secretary appointed by the Technical
Subcommittee, who shall be responsible for the production of written
minutes (and recommendations where applicable) for each meeting.
Prior to the establishment of the finance subcommittee, the Technical
Subcommittee shall undertake such financial activities as the
Management Committee shall approve.

The finance subcommittee established pursuant to Article 7.5(A) shall
consist of representatives appointed by NOGA and representatives
appointed by CONTRACTOR, and all meetings of the financial
subcommittee shall have in attendance representatives of both NOGA
and CONTRACTOR. The finance subcommittee shall have a secretary
appointed by the finance subcommittee, who shall be responsible for the
production of written minutes (and recommendations where applicable)
for each meeting.
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(D) The HSE subcommittee established pursuant to Article 7.5(A) shall
consist of representatives appointed by NOGA and representatives
appointed by CONTRACTOR, and all meetings of the HSE
subcommittee shall have in attendance representatives of both NOGA
and CONTRACTOR. The HSE subcommittee shall have a secretary
appointed by the HSE subcommittee, who shall be responsible for the
production of written minutes (and recommendations where applicable)
for each meeting.

(E)  The Management Committee shall approve guidelines for the operation
and remit of each subcommittee in line with the principles in this Article
7.5 (and in relation to the HSE subcommittee in line with the principles
in Article 21) and each subcommittee shall take into account in its
deliberations such guidelines approved by the Management Committee
and the terms of this Agreement.

(F) The Management Committee may establish such other subcommittees as
the Management Committee may deem appropriate.

ARTICLE 8
DISCOVERY AND APPRAISAL

8.1  Jauf Discovery

(A)  Prior to the Signature Date, the Jauf Discovery was made in the Jauf
reservoir in the Deep Gas Contract Area by NOGA/BAPCO.

(B)  In no circumstances shall CONTRACTOR have the right to declare a
Discovery pursuant to this Agreement by stating that there is a deposit of
Natural Gas which is located in the Jauf reservoir or in communication
with the Jauf reservoir, including in circumstances where, as a result of
Exploration Operations, CONTRACTOR considers that there are
additional reserves in the Jauf reservoir in the Deep Gas Contract Area in
excess of the Jauf Discovery.
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8.2

Discoveries and Discovery Areas

(A)

(B)

©)

(D)

(E)

If a Discovery is made, CONTRACTOR shall immediately inform
NOGA of the Discovery; and promptly, but in no event later than the
date thirty (30) days from the date of such Discovery, provide NOGA
with all available information regarding such Discovery, including a
preliminary identification of the Discovery of Non-Associated Gas or a
Discovery of Crude Oil.

If CONTRACTOR makes a preliminary identification of the Discovery
as a Discovery of Crude Oil, the Parties acknowledge and agree that
CONTRACTOR shall have no right to undertake any Petroleum
Operations in relation to that Discovery.

If CONTRACTOR decides to conduct a drill stem or production test of
any well, in open hole or through perforated casing, it shall notify NOGA
of the time of such test at least forty-eight (48) hours prior to the
proposed test, and NOGA shall have the right to have a representative
present during any such test.

Not later than ninety (90) days prior to the end of the applicable
Exploration Phase, the Management Committee shall recommend to
NOGA the area corresponding with the possible extent of the reservoir
subject of the Discovery. Having regard for such recommendation,
NOGA shall then determine the Discovery Area, provided that if
CONTRACTOR does not agree with NOGA’s determination of the
Discovery Area the matter shall be determined by the Expert in
accordance with Article 32.2.

If CONTRACTOR determines that the Discovery does not merit
immediate appraisal the CONTRACTOR may retain the Discovery Area
during the Exploration Period so that in the event that an additional
Discovery is (or additional Discoveries are) made then such Discovery
may then merit appraisal, either individually or in conjunction with such
additional Discovery or Discoveries.
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8.3  Appraisal Plans

(A)  Inorder to avoid the relinquishment, at the end of the Exploration Period,
of any Discovery Area granted to CONTRACTOR by NOGA under
Article 3.3:

(1) CONTRACTOR must have proposed to the Management
Committee an appraisal plan (the “Appraisal Plan”), not later
than one hundred and twenty (120) days prior to the end of the
Exploration Period (whether the end of the Exploration Period
is at the end of the First Exploration Phase or is at the end of
the Second Exploration Phase) within the deadlines as are
provided in this Article 8;

(2) CONTRACTOR must have continued to implement the
procedures associated with approval of the Appraisal Plan
within the deadlines as are provided in this Article 8; and

3) provided CONTRACTOR has declared there to be a
Commercial Discovery:

1)) submits a Development Plan; and

IT) receives approval of a Development Plan within the
deadlines as are provided in this Article 9.

(B) Where CONTRACTOR makes a Discovery within one hundred and
twenty (120) days of the end of the Exploration Period CONTRACTOR
may retain any Discovery Area granted by NOGA past the end of the
Exploration Period provided that CONTRACTOR will immediately
inform NOGA of the Discovery and, CONTRACTOR shall comply with
the requirements of Article 8.3(A) except that CONTRACTOR submits
to the Management Committee a proposed Appraisal Plan not later than
one hundred and twenty (120) days after the date of such Discovery
(even if such submission occurs after the end of the Exploration Period).

(C)  Any CONTRACTOR-proposed Appraisal Plan shall be in accordance
with Good International Petroleum Industry Practices and designed to
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(D)

(E)

determine whether such Discovery is a Commercial Discovery, and, with
reasonable precision, the boundaries of the reservoir or reservoirs and
shall include:

(1) a proposed Appraisal Area corresponding with the possible
extent of the reservoir (or reservoirs in the event that multiple
Discoveries are being appraised together);

2) the proposed appraisal work programme;
3) a proposed budget;

4) proposed point(s) of delivery in respect of the proposed
Appraisal Area;

%) a proposed HSE strategy and measures to implement the HSE
strategy;

(6) proposed revisions to the Annual Work Programme and Budget
associated with the proposed Appraisal Plan.

If the Chairman does not, within ninety (90) days from the date of
receiving a proposed Appraisal Plan from the CONTRACTOR, notify
CONTRACTOR that the Management Committee has not approved
CONTRACTOR'’s proposed Appraisal Plan, then the Management
Committee shall be deemed to have approved such CONTRACTOR
proposed Appraisal Plan.

CONTRACTOR shall, within one hundred and twenty (120) days of the
approval of the Appraisal Plan by the Management Committee,
commence and then diligently pursue such Appraisal Plan, and complete
such Appraisal Plan within two (2) years of the date of such Discovery
unless the Management Committee determines otherwise.

Either Party may, if there is no majority agreement among the
Management Committee members regarding CONTRACTOR’s
proposed Appraisal Plan, initiate Expert determination in accordance
with Article 7.4(E), by giving notice to the other Party.
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(F) If, however, the Expert revises CONTRACTOR’s proposed Appraisal
Plan, and CONTRACTOR does not agree with such revisions, then
CONTRACTOR shall elect, by notice to NOGA within thirty (30) days
of such Expert determination, to either: (i) implement revisions made by
the Expert; or (i1) immediately relinquish the Discovery Area.

ARTICLE 9
DEVELOPMENT

9.1 Conditions for the Development of the Jauf Discovery by
CONTRACTOR

(A) CONTRACTOR shall qualify to develop the Jauf Discovery only in the
event that:

(1) CONTRACTOR makes a declaration to NOGA that there is a
Commercial Discovery within the Deep Gas Contract Area as a
direct result of a Discovery or Discoveries made by
CONTRACTOR’s drilling of Exploration Wells in the
Exploration Period (being either the First Exploration Phase or
the Second Exploration Phase as applicable)(such Commercial
Discovery being proposed by CONTRACTOR as the
“Qualifying Discovery”);

(2) CONTRACTOR submits a Development Plan in relation to the
Jauf Discovery for approval of the Management Committee;
and

3) at the same time as the submission of the Development Plan in
accordance with Article 9.1(A)(2), CONTRACTOR submits a
Development Plan in relation to the CONTRACTOR-proposed
Qualifying Discovery.

(B)  The Parties acknowledge and agree that, in all circumstances, including if
CONTRACTOR does not propose to develop the Jauf Discovery, the
Development Plan in relation to the Jauf Discovery submitted pursuant to
Atrticle 9.1(A)(2) shall be in accordance with Article 9.2(D) (and Article
9.4 if CONTRACTOR considers that the Jauf Discovery could be
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©)

(D)

(E)

developed with the Qualifying Discovery on an integrated basis) and
shall provide full and complete details of the possible development of the
Jauf Discovery.

In no circumstances shall CONTRACTOR have the right to take into
account the Jauf Discovery when considering whether there is sufficient
Natural Gas capable of being produced commercially from the Deep Gas

Contract Area to merit the declaration of a Commercial Discovery by
CONTRACTOR.

If CONTRACTOR considers a Commercial Discovery to be capable of
being the Qualifying Discovery, then CONTRACTOR shall notify
NOGA and the Management Committee. The Management Committee
shall have the right to review whether the Commercial Discovery is
capable of being characterized as the Qualifying Discovery and to make
a recommendation to NOGA. Upon receipt of a recommendation from
the Management Committee pursuant to Article 7.1(B)(4), then NOGA
shall have the sole right to (i) approve the characterisation of such
Commercial Discovery as the Qualifying Discovery or to (ii) reject the
characterisation of such Commercial Discovery as the Qualifying
Discovery, provided that if CONTRACTOR does not agree with
NOGA'’s determination the matter shall be determined by the Expert in
accordance with Article 32.2. NOGA shall have the right to request a
Third Party reserves certification of the relevant Discovery (or
Discoveries) to be undertaken by a recognised independent specialist in
order to assess the reasonableness of CONTRACTOR’s declaration of
the Discovery (or Discoveries) as a Commercial Discovery.
CONTRACTOR shall provide reasonable access to all necessary data
and information to allow the certification to be completed expeditiously.
The cost associated with the Third Party reserves certification shall be
cost recoverable by CONTRACTOR and shall be classified as
Exploration Costs.

If NOGA or the Expert, as applicable, approves the characterisation of a
Commercial Discovery as the Qualifying Discovery and subject to
CONTRACTOR submitting a notice stating that CONTRACTOR

proposes to develop the Jauf Discovery pursuant to Article 9.1(F), then
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the Parties acknowledge and agree that the Development Plan in relation
to the Jauf Discovery and the Development Plan in relation to the
Commercial Discovery which NOGA approves as the Qualifying
Discovery shall be prepared, submitted and agreed in a dual track
process. This means that, unless otherwise agreed by NOGA, both
Development Plans must be submitted to the Management Committee on
the same date, any revisions to the Development Plans must be made in
the same time period and neither Development Plan can be agreed
individually without the other Development Plan also being agreed on
the same date, whether as a result of approval by the Management
Committee or following the acceptance by CONTRACTOR of revisions
made by an Expert pursuant to Article 9.2(H). In addition, in the event
that CONTRACTOR does not pursue either or both Development Plans
diligently and expeditiously and in accordance with Article 13.2(A) at all
times, CONTRACTOR shall be deemed to have committed a Material
Breach of this Agreement and NOGA may exercise its right to terminate
this Agreement pursuant to Article 29.1.

(F) If CONTRACTOR makes its first declaration of Commercial Discovery
to NOGA under this Agreement, and submits the proposed Development
Plans pursuant to Articles 9.1(A)(2) and 9.1(A)(3), then by no later than
thirty (30) days after submission of the proposed Development Plans,
CONTRACTOR shall submit to NOGA an irrevocable written notice
stating whether CONTRACTOR proposes to develop the Jauf Discovery.

(D) If CONTRACTOR proposes to develop the Jauf Discovery,
then the provisions of this Agreement relating to the Jauf
Discovery shall apply.

2) However if CONTRACTOR does not propose to develop the
Jauf Discovery then CONTRACTOR shall relinquish the
portion of the Deep Gas Contract Area that extend vertically
upwards from the base of Jauf and the Deep Gas Contract Area
shall be deemed to have been amended accordingly and shall
extend vertically downwards from the base of Jauf. In addition
CONTRACTOR shall state to NOGA the reasons for
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CONTRACTOR’s decision to relinquish the Jauf reservoir. The
Parties acknowledge and agree that, following relinquishment:

1)) CONTRACTOR shall have no right to perform the
activities detailed in Article 13.1(A) in relation to the
Jauf Discovery;

IT) NOGA shall have the right to enter into any agreements
or other arrangements with any Third Party (including
Affiliates of NOGA) for that party to undertake
petroleum operations in relation to the Jauf Discovery;

III) CONTRACTOR shall continue to implement the
remaining provisions of this Article 9 in relation to the
Commercial Discovery declared pursuant to Article
9.1(A)(D);

IV)  CONTRACTOR shall continue to have the right to
declare there to be a Commercial Discovery and
propose to the Management Committee and NOGA a
Development Plan in accordance with Article 9.2 in
respect of any Discovery within the Deep Gas Contract
Area; and

V) the references in this Agreement to the Jauf Discovery
(including references to the Development Plan in
respect of the Jauf Discovery, the Jauf Non-Associated
Gas Production Period and the Baseline Fee) shall have
no effect and the Parties shall continue to give effect to
the remaining provisions of this Agreement.

9.2  Declaration of Commercial Discovery and Development Plans

(A)

CONTRACTOR has the right to determine the commerciality of any
Discovery that it makes, and, subject to Article 8.3(A), has the right to
retain a Discovery during the Exploration Period that it chooses not to
immediately develop, so that in the event that an additional Discovery, or
Discoveries, is/are made then such Discovery may then be developed in



wEGNEAT
w
“/ z

2011 59316 Luseddl = 3020 : 3= cinle —

conjunction with such additional Discovery or Discoveries.
CONTRACTOR shall determine the commerciality of any Discovery it
makes either individually or combined with an additional Discovery or
Discoveries which individually would not merit declaration as a
Commercial Discovery but when combined merit declaration as a
Commercial Discovery.

(B)  In order to avoid the relinquishment of an Appraisal Area at the end of
the Exploration Period, subject to Article 9.1:

(1) CONTRACTOR must declare there to be a Commercial
Discovery and have proposed to the Management Committee
and NOGA a Development Plan (the “Development Plan™) at
least one hundred and eighty (180) days prior to the end of the
Exploration Period (whether the end of the Exploration Period
is at the end of the First Exploration Phase or is at the end of
the Second Exploration Phase); and

2) CONTRACTOR must have continued to implement the
procedures associated with approval of the Development Plan
within the deadlines provided in this Article 9.

(C)  Where CONTRACTOR completes, in accordance with Article 8, an
Appraisal Plan within one hundred and twenty (120) days of the end of
the Exploration Period CONTRACTOR may retain the Appraisal Area
past the end of the Exploration Period provided that it declares there to
be a Commercial Discovery and submits to the Management Committee
and NOGA a proposed Development Plan within one hundred and eighty
(180) days of the date of such completion (even if such declaration and
submission occurs after the end of the Exploration Period), and then
continues to implement the procedures associated with approval of the
Development Plan within the deadlines provided in this Article 9.

(D)  Any CONTRACTOR proposed Development Plan shall include but not
be limited to:

(D a proposed Development Area with proposed horizontal and
vertical boundaries of the area;
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)

3)

“4)
)

(6)

(7

®)

©)
(10)

(1)

a proposed Abandonment plan for the Development Area,
including cost estimates of Abandonment;

the proposed development work programme including the
design for drilling, completion, stimulation and hydraulic
fracturing for deep tight gas reservoirs;

a proposed budget;

proposed Point(s) of Delivery in respect of (i) Non-Associated
Gas and (ii) Associated Liquids in relation to the proposed
Development Area;

reserve estimates;

a proposed development schedule and an estimated date for the
commencement of production;

an anticipated production profile (of all produced fluids,
including water);

an economic analysis;

a proposed HSE strategy and measures to implement the HSE
strategy; and

proposed revisions to the Annual Work Programme and Budget
as a result of the proposed Development Plan.

The Development Plan shall otherwise be in accordance with Good
International Petroleum Industry Practices.

(E)  If the Chairman does not, within ninety (90) days from the date of
receiving a proposed Development Plan from CONTRACTOR, either:

(D

notify CONTRACTOR that the Management Committee
approves CONTRACTOR proposed Development Plan; or
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2) notify CONTRACTOR of any changes to CONTRACTOR’s
proposed Development Plan that NOGA considers to be: (i)
reasonable in the context of the proper overall management of
development of the Kingdom of Bahrain’s petroleum resources;
(i1) in accordance with Good International Petroleum Industry
Practices; and (iii) otherwise in accordance with Article 9.1(D),

the Management Committee shall be deemed to have approved such
CONTRACTOR proposed Development Plan.

(F) CONTRACTOR shall, within one hundred and eighty (180) days of the
approval of the Development Plan by the Management Committee,
commence, and then diligently pursue, such Development Plan.

(G)  In accordance with Article 7.4(F), a Party may, if there is no unanimous
agreement among the Management Committee members regarding
NOGA’s proposed revisions to CONTRACTOR’s proposed
Development Plan, initiate Expert determination by giving the other
Party notice. In the event that the Expert determines that NOGA’s
required revisions are: (i) reasonable in the context of the proper overall
management of development of Bahrain’s petroleum resources; (ii) in
accordance with Good International Petroleum Industry Practices; and
(iii) otherwise in accordance with Article 9.1(D) then such NOGA
revisions shall become part of the approved Development Plan. If such
Expert determines that NOGA'’s required revisions are not: (i) reasonable
in the context of the proper overall management of development of
Bahrain’s petroleum resources; (ii) in accordance with Good
International Petroleum Industry Practices; and (iii) otherwise in
accordance with Article 9.1(D), then such Expert shall have the authority
to determine what revisions to the CONTRACTOR’s proposed
Development Plan, if any (in the event that CONTRACTOR’s proposed
Development Plan was itself not in compliance with Article 9.1(D)),
would be required in order to bring it into compliance with Article
9.1(D).

(H) If, however, NOGA or the Expert revises CONTRACTOR’s proposed
Development Plan, and CONTRACTOR does not agree with such
revisions, then CONTRACTOR shall elect, by notice to NOGA within
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9.3

9.4

thirty (30) days of the NOGA revisions or the Expert’s determination, to
either: (i) implement the revisions; or (ii) immediately relinquish the
Appraisal Area.

NOGA Declaration of Commercial Discovery

(A)

(B)

©

If by the end of any Exploration Phase in which a Discovery has been
made, CONTRACTOR has not presented either an Appraisal Plan or a
Development Plan for such Discovery, NOGA has the right, by written
notice to CONTRACTOR, to declare such Discovery to be a Commercial
Discovery and instruct CONTRACTOR to develop the Discovery. After
receipt of said notice, CONTRACTOR shall have three (3) months to
confirm by written notice to NOGA whether CONTRACTOR intends to
develop such Discovery.

If CONTRACTOR confirms within the said three (3) month period by
written notice to NOGA that CONTRACTOR intends to develop such
Discovery, then CONTRACTOR shall be required to declare there to be
a Commercial Discovery and to propose to the Management Committee a
Development Plan in accordance with the relevant deadlines and to
comply with the other provisions of Article 9.2.

If CONTRACTOR:
(1) fails to respond within the said three (3) month period; or
(2) elects not to develop such Discovery,

then any such Discovery shall become wholly owned by NOGA and
CONTRACTOR shall be deemed to have relinquished all rights
hereunder in respect of such Discovery (including for the avoidance of
doubt any rights to Natural Gas produced from such Discovery), and the
related Discovery Area.

Integrated Development Plan
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(A)  Each of NOGA and CONTRACTOR has the right to propose to the
Management Committee that either proposed or approved individual
Development Plans may be incorporated into an Integrated Development
Plan and such Development Plans be developed on an integrated basis,
provided that such integration is technically and commercially justified
in the reasonable opinion of NOGA and CONTRACTOR. Each of
NOGA and CONTRACTOR has the right to propose to the Management
Committee that a Development Plan in relation to the Jauf Discovery
may be integrated with a Development Plan relating to another
Commercial Discovery (including the Qualifying Discovery) or a
Development Area in relation to the Jauf Discovery may be integrated
with a Development Area relating to another Commercial Discovery
(including the Qualifying Discovery).

(B)  The Management Committee will consider any such proposal received in
accordance with Article 9.4(A). In order to consider such proposal,
CONTRACTOR shall provide to the Management Committee (i) the
proposed Integrated Development Plan and (ii) the Development Plans
for each Development Plans/Areas on a stand alone basis.

(C) The Management Committee shall have the authority to determine
whether to accept a proposal for integration pursuant to Article 9.4(A),
taking into consideration whether the proposed integration is technically
and commercially justified. If there is no majority agreement among the
Management Committee members regarding the proposal for integration,
then the Management Committee shall be deemed to have rejected the
proposal for integration.

(D)  If the Management Committee accepts a proposal for integration of
Development Plans into an Integrated Development Plan, then:

(D) the Management Committee shall have the authority, following
receipt of the Development Plans pursuant to Article 9.4(B), to
determine the stand alone costs of the individual Development
Plans/Development Areas; and

(2) each of NOGA and CONTRACTOR has the right to propose
the inclusion of any additional Development Plan/Areas and the
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resulting amendments to any Integrated Development Plan (if
applicable).

ARTICLE 10
RIGHT OF GOVERNMENT PARTICIPATION

10.1 Right of Government Participation

(A)

(B)

©)

(D)

NOGA has the right to participate through NOGA (or an Affiliate of
NOGA) as a Contractor Party in this Agreement in relation to any
Development Area, by acquiring a Participating Interest under this
Agreement of up to twenty per cent (20%) in any Development Area (the
“Right of Government Participation”). NOGA shall be entitled to
exercise the Right of Government Participation by notifying
CONTRACTOR in writing of such election and the size of the
Participating Interest to be acquired.

NOGA may exercise the Right of Government Participation at any time
prior to the date of approval of the relevant Development Plan by the
Management Committee by nominating to CONTRACTOR in writing
the name of the relevant entity acquiring the Participating Interest (the
“Government Interest Acquirer”).

For the avoidance of doubt, NOGA may separately exercise the Right of
Government Participation in relation to each Development Area.

If NOGA elects to exercise the Right of Government Participation in
accordance with Article 10.1(A) and 10.1(B), then:

(1) the effective date of such participation shall be the date of the
notice by which the Government exercises its Right of
Government Participation (the “Right Exercise Date”);

(2) the Government Interest Acquirer shall participate as a
Contractor Party from the Right Exercise Date, with all rights
and obligations of CONTRACTOR relating to the relevant
Participating Interest, save as provided in and subject to the
provisions of this Article 10;
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3) the Government Interest Acquirer shall not have any liability to
the other Contractor Party or Parties to contribute its
Participating Interest share of Petroleum Costs incurred before
the Right Exercise Date and its Participating Interest share of
such Petroleum Costs shall be the responsibility of the other
Contractor Party or Parties, provided always that such other
Contractor Party or Parties shall be entitled to recover all such
Petroleum Costs in accordance with Article 14;

4) the Participating Interest assigned to the Government Interest
Acquirer shall be deemed to be held by the Government and the
Government Interest Acquirer will be individually and
separately liable (and not jointly and severally liable with the
other Contractor Party or Parties) for its Participating Interest
share of the obligations, duties and liabilities under this
Agreement as a Contractor Party;

(%) the Government Interest Acquirer shall be liable to the other
Contractor Party or Parties to contribute its Participating
Interest share of all Petroleum Costs incurred on or after the
Right Exercise Date (with the exception of the bonuses payable
by CONTRACTOR pursuant to Article 15.1(A)) and shall be
entitled to recover all such Petroleum Costs in accordance with
Article 14;

(6) the Government Interest Acquirer shall not be required to
provide a bank letter of guarantee or a parent company
guarantee pursuant to Article 6;

(7 any failure by the Government Interest Acquirer to perform any
of its obligations or to satisfy any of its liabilities under this
Agreement as a Contractor Party shall not be considered as a
default of the other Contractor Party or Parties;

(8) the Parties shall execute such documents as may be necessary
to effect the transfer of a Participating Interest and the joinder
of the relevant entity as a Contractor Party to this Agreement;
and
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9) where an operating agreement has been executed by the
Contractor Parties prior to any exercise of the Right of
Government Participation, the Government Interest Acquirer
shall become a party to such agreement, with any amendments
necessary to be consistent with the principles of this Article 10.
Where an operating agreement is not in place prior to any
exercise of the Right of Government Participation, then, as long
as reasonably possible before NOGA formally exercises the
Right of Government Participation under Article 10.1(B),
NOGA, on behalf of the Government Interest Acquirer, and the
Contractor Party or Parties shall begin negotiations in a good
faith effort to reach agreement on an appropriate form of
operating agreement before or as soon as reasonably possible
after the Right Exercise Date; provided, however, that such
negotiations shall not delay approval of the Development Plan.
The effective date of such operating agreement shall be the
Right Exercise Date.

10.2 Provisions of any operating agreement

Any operating agreement entered into in relation to this Agreement shall be
consistent with the provisions of this Article 10 and shall require the consent of
NOGA to the terms and conditions of the operating agreement as a condition
precedent to the operating agreement becoming effective between the parties to it.

ARTICLE 11
ANNUAL WORK PROGRAMMES AND BUDGETS

11.1  Annual Work Programme and Budgets

(A)

(B)

Within sixty (60) days from the Effective Date, CONTRACTOR shall
submit to the Management Committee for approval an Annual Work
Programme and Budget for the first Contract Year.

Not later than ninety (90) days before the beginning of each following
Contract Year, CONTRACTOR shall submit to the Management
Committee for approval an Annual Work Programme and Budget to be
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carried out during the subsequent Contract Year. The format of the
budget portion of each such element shall be determined by the
Management Committee.

ach Annual Work Programme and Budget, and an
C Each A 1 Work Prog d Budg d any CONTRACTOR
proposed revisions to an Annual Work Programme and Budget, shall:

(1) include sufficient work in order to meet the relevant work
programme commitments according to the applicable timings
pursuant to Article 5 and additional Exploration Operations
that CONTRACTOR may wish to implement;

(2) include sufficient work in order to meet the relevant work
programme commitments according to the applicable timings
associated with Appraisal Plans and Development Plans
pursuant to Article 8 and Article 9, respectively;

3) include sufficient expenditure in order to meet
CONTRACTOR’s obligations under Article 24.1; and

4) be in accordance with Article 13.2 and otherwise in accordance
with Good International Petroleum Industry Practices.

(D)  If the Chairman does not, within thirty (30) days from the date of receipt
of CONTRACTOR’s proposed Annual Work Programme and Budget, or
revision thereto, notify CONTRACTOR if the Management Committee’s
decision in respect of CONTRACTOR’s proposed Annual Work
Programme and Budget, or revision thereto, then the Management
Committee shall be deemed to have approved such a proposed Annual
Work Programme and Budget, or revision thereto.

(E)  If, within thirty (30) days from the date of receipt of CONTRACTOR’s
proposed Annual Work Programme and Budget, or revision thereto, the
Chairman notifies CONTRACTOR that there is no majority agreement
among the Management Committee members, CONTRACTOR may
initiate Expert determination in accordance with Article 7.4(E) regarding
CONTRACTOR’s proposed Annual Work Programme and Budget.
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(F)

(G)

(H)

In the event that CONTRACTOR does not agree with the result of such
an Expert determination then CONTRACTOR shall elect, by notice to
NOGA within thirty (30) days of such Expert determination, to either: (1)
implement the Expert’s revisions; or (ii) terminate this Agreement.

Notwithstanding the foregoing, in the event that CONTRACTOR fails to
submit an Annual Work Programme and Budget for approval that: (i)
includes sufficient work in order to meet the relevant work programme
commitments; and (i) is in accordance with Good International
Petroleum Industry Practices; then such failure shall be deemed a

Material Breach and NOGA may in such a case terminate this Agreement
under Article 29.

CONTRACTOR shall not undertake any work or make any expenditure
not provided for in an approved Annual Work Programme and Budget
except as follows:

(D if expenditures for a line item of work in excess of the amount
budgeted in an Annual Work Programme and Budget are
necessary in order to carry out such line item of work then the
CONTRACTOR shall be authorized to make such excess
expenditures up to but not exceeding ten percent (10%) of the
amount budgeted for such line item of work, provided that the
sum of such excess expenditure may not exceed five percent
(5%) of the total Annual Work Programme and Budget for that
Contract Year. CONTRACTOR shall notify the Management
Committee promptly upon it becoming aware that such excess
expenditure is likely to be incurred and the amount thereof.
CONTRACTOR shall further notify the Management
Committee promptly upon such excess expenditure actually
being made. It is further understood that each such excess
expenditure shall not be recoverable as Petroleum Costs
hereunder unless and until a formal revision of the applicable
Annual Work Programme and Budget has been submitted and
approved in accordance with this Article 11;

(2) notwithstanding anything to the contrary in this Agreement, in
the event of emergency or extraordinary circumstances,
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CONTRACTOR may take such actions, incur commitments,
make expenditures, and take any other action as
CONTRACTOR may deem necessary to protect and safeguard
life, property and the Petroleum Operations, and to prevent or
mitigate pollution or other environmental damage, or generally
to protect the interests of the Parties, their Affiliates and their
respective servants. CONTRACTOR shall promptly report to
the Management Committee any such action taken,
commitment incurred, or expenditure made, it being understood
that all costs and expenses reasonably incurred in good faith in
this regard by CONTRACTOR shall be deemed included in the
current approved Annual Work Programme and Budget for
Petroleum Operations and recoverable as Petroleum Costs; and

3) notwithstanding anything to the contrary in this Agreement, in
the event no Annual Work Programme and Budget has been
approved by the Management Committee for a Contract Year,
CONTRACTOR may take such actions, incur commitments,
make expenditures, and take any other action in that Contract
Year as CONTRACTOR may deem necessary to protect and
safeguard life, property and the Petroleum Operations, and to
prevent or mitigate pollution or other environmental damage.
CONTRACTOR shall promptly report to the Management
Committee any such action taken, commitment incurred, or
expenditure made, it being understood that all costs and
expenses reasonably incurred in good faith in this regard by
CONTRACTOR shall be recoverable as Petroleum Costs.

11.2  Five Year Plan
(A) In addition to the obligations under Article 11.1:

(1) with the first proposed Development Plan submitted to the
Management Committee pursuant to Article 9; and

(2) not later than sixty (60) days before the beginning of each
Contract Year following the submission of the first proposed
Development Plan pursuant to Article 9,
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(B)

©

(D)

CONTRACTOR shall submit to the Management Committee for
approval a Five Year Plan. Each Five Year Plan shall remain in force
until such time as another Five Year Plan has been approved pursuant
to this Article 11.2.

A Five Year Plan, and any revisions to a Five Year Plan, shall:

(1) include sufficient work in order to meet the relevant
development work programme commitments according to the
applicable timings associated Development Plans pursuant to
Article 8 and Article 9, respectively; and

(2) be in accordance with Article 13.2 and otherwise in accordance
with Good International Petroleum Industry Practices.

If the Chairman does not, within thirty (30) days from the date of receipt
of a proposed Five Year Plan, or revision thereto, notify CONTRACTOR
of the Management Committee’s decision in respect of the
CONTRACTOR’s proposed Five Year Plan, or revision thereto, then the
Management Committee shall be deemed to have approved such Five
Year Plan, or revision thereto.

If, within thirty (30) days from the date of receipt of CONTRACTOR’s
proposed Five Year Plan, or revision thereto, the Chairman notifies
CONTRACTOR that there is no majority agreement among the
Management Committee members, CONTRACTOR may initiate Expert
determination in accordance with Article 7.4(E) regarding a proposed
Five Year Plan, or revision thereof.

ARTICLE 12
UNITIZATION

12.1 Unitization

(A)

If a reservoir within the Deep Gas Contract Area is in communication,
even partly, with another reservoir outside of the Deep Gas Contract
Area, NOGA may require by notice to CONTRACTOR that the
development of the reservoir and the production of Natural Gas be
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carried out in collaboration with the other entity or entities that have the
right to conduct petroleum operations in the area or areas outside of the
Deep Gas Contract Area into which the reservoir extends.

(B)  In such a case, CONTRACTOR shall use best efforts to agree with such
other entity or entities upon a collective proposal to NOGA for the
common development of the reservoir. Such a proposal, if approved by
NOGA, shall be deemed a Development Plan for purposes of this
Agreement. If such proposal is not made within one hundred and eighty
(180) days of NOGA'’s notice, or if such proposal is made but is not
approved by NOGA, then NOGA may prepare a Development Plan for
such common development. Such a NOGA-prepared Development Plan
shall be binding upon CONTRACTOR, and shall be deemed a
Development Plan for purposes of this Agreement, provided that
CONTRACTOR may, if it disagrees with such Development Plan, elect
to relinquish such reservoir, subject to CONTRACTOR being deemed to
have the obligations described in Article 29.10, as applicable.

ARTICLE 13
GENERAL RIGHTS AND OBLIGATIONS OF THE PARTIES

13.1 CONTRACTOR’s General Rights

Subject to the provisions of this Agreement, and to the applicable laws in force
from time to time, but in addition to any specific rights under this Agreement,
CONTRACTOR shall have the following rights:

(A)  the exclusive right to prospect for, explore, appraise, develop, produce,
collect, store, treat, process, transport and export Natural Gas within the
Deep Gas Contract Area as defined in Appendix A and B (except that
CONTRACTOR has the right to perform such activities in relation to the
Jauf Discovery only to the extent that CONTRACTOR meets the
requirements pursuant to Article 9.1(A)); and the non-exclusive right to
construct pipelines, storage and other facilities, where necessary, both
inside and outside the Deep Gas Contract Area, up to the Point(s) of
Delivery, for purposes associated with Natural Gas produced within the
Deep Gas Contract Area;
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(B)

©)

(D)

(E)

(F)

(G)

CONTRACTOR shall have no right to use or occupy any existing or
future restricted sites that are selected by the Kingdom of Bahrain for
defense purposes, for airfield or for satellite, mobile, cable or terrestrial
telephone and/or other electronic or computer communication purposes,
or for other industrial, public, religious or any other purposes and NOGA
shall have no liability in relation to such restrictions. CONTRACTOR’s
rights are also subject to the existing rights of Third Parties, and as
provided in Article 13.5, provided also that CONTRACTOR shall have
no rights to extract, or take away, natural resources other than Natural
Gas, and nothing in this Agreement shall be deemed to confer any rights
on the CONTRACTOR other than those rights expressly described
hereunder;

the right to produce Natural Gas from the Deep Gas Contract Area at the
optimum efficient rate consistent with Good International Petroleum
Industry Practices;

the right to take at the Point(s) of Delivery, or at any other the points
agreed upon under Article 17.1(B)(2), its share of Natural Gas produced
from the Deep Gas Contract Area and the legal title thereto and sell or
dispose of its share of Natural Gas in accordance with Article 14;

the right to use radio telephones and related communication and
infrastructure facilities and exercise other ancillary rights as may be
reasonably necessary for the conduct of Petroleum Operations;

the right, subject to any applicable confidentiality restrictions upon
NOGA, to access and use all technical data available to NOGA pertinent
to the Deep Gas Contract Area, including seismic, well information,
samples, interpretations, maps, etc. free of charge, subject to the cost of

copying;

subject to the approval of NOGA, the right to purchase and use,
quantities of Natural Gas as fuel gas as may be necessary in accordance
with Good International Petroleum Industry Practices for the
performance of Petroleum Operations, with the purchase price being:
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(1) prior to the first Production Commencement Date, the
Government’s official sales price per MMBTU for major
industrial customers in the Kingdom of Bahrain; and

(2) on and from the first Production Commencement Date:

I) where the source of such Natural Gas is the Deep Gas
Contract Area, the Gas Price; or

1) where the source of such Natural Gas is other than the
Deep Gas Contract Area, the Government’s official
sales price per MMBTU for major industrial customers
in the Kingdom of Bahrain.

The other terms and conditions of such purchase and use shall be
determined by NOGA. NOGA shall be the only source of fuel gas; and

(H) any other rights conferred on CONTRACTOR pursuant to this
Agreement.

13.2 CONTRACTOR’s General Obligation
CONTRACTOR shall have the following obligations:

(A)  to conduct all Petroleum Operations in a diligent, safe, efficient and
workmanlike manner in accordance, in accordance with this Agreement
and Good International Petroleum Industry Practices;

(B)  to comply with all applicable laws and regulations, including applicable
HSE Laws/Regulations governing the Deep Gas Contract Area;

(C)  to ensure that all equipment, materials, supplies, plant and installations
used by CONTRACTOR or its subcontractors comply with Good
International Petroleum Industry Practices and are kept in safe and good
working order;

(D)  to provide, in accordance with Good International Petroleum Industry
Practices, working conditions, living accommodation and access to
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(E)

(F)

(G)

(H)

medical attention and nursing care for all personnel employed in
Petroleum Operations;

to conduct Petroleum Operations in a way that will not unreasonably
interfere with the existing rights of NOGA or Third Parties as notified by
NOGA to CONTRACTOR from time to time;

to conduct Petroleum Operations at its sole risk, cost and expense and
provide all funds necessary for the conduct of Petroleum Operations
including funds for the purchase or lease of equipment, materials or
supplies required for Petroleum Operations as well as for making
payments to employees, agents and Subcontractors. Any Natural Gas
produced shall be allocated in accordance with this Agreement, and
CONTRACTOR may not look to NOGA in the event that
CONTRACTOR does not recover its costs as provided in this
Agreement;

to ensure provision of all geological, geophysical, drilling, well,
production and other information, data (both interpreted and
uninterpreted), samples, reports etc. to NOGA that CONTRACTOR may
compile as may be required to be furnished to NOGA under the
applicable laws or under this Agreement and use reasonable efforts to
inform NOGA of any information related to the project that may affect
the decision of NOGA with respect to the project. The treatment
between the Parties must depend upon the trust, transparency and
contractual obligations to disclose information;

subject to Article 23, to use its best endeavours to ensure that goods,
services or facilities offered, supplied or otherwise made available to or
put at the disposal of CONTRACTOR in respect of Petroleum
Operations, whether by sale, exchange, lease or other means (including
those goods, services or facilities provided by CONTRACTOR or its
Affiliates) are obtained at competitive terms and conditions which are at
least as favourable to the CONTRACTOR as the terms and conditions on
which the same, similar or equivalent goods, services or facilities are
offered, supplied or otherwise made available to or put at the disposal of
any other operator by any other person taking into consideration the
prevailing circumstances;
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1)) to install, operate, and maintain all satellite, mobile, cable or terrestrial
telephone and/or other electronic or computer communications devices,
equipment and installations in accordance with rules, regulations and
standards in force from time to time in the Kingdom of Bahrain, and to
use same exclusively in connection with Petroleum Operations. Such
devices, installations and equipment shall be installed and operated in
such a manner that the operation thereof shall not interfere with the
operation of such satellite, mobile, cable or terrestrial telephone and/or
other electronic or computer communications devices, equipment and
installations as may be established or used by the Government or any
duly licensed telecommunications service provider;

) to appoint within ninety (90) days after the Effective Date, a technically
competent and sufficiently experienced representative(s) who shall be
resident in the Kingdom of Bahrain and who shall have full authority to
take such steps as may be the necessary to implement this Agreement.
Such representative’s appointment shall be subject to NOGA’s consent;

(K)  not to vent or flare any Natural Gas production other than as necessary
for operational field use purposes and then only to the extent necessary
unless otherwise approved by NOGA;

(L)  not to create any charge or encumbrance over any assets, facilities or
equipment, where the loss of such assets, facilities or equipment could
reasonably be expected to have an adverse effect upon Petroleum
Operations unless otherwise approved by the Management Committee;

(M) any Non-Associated Gas produced by CONTRACTOR from the Deep
Gas Contract Area prior to the first Commercial Production Date shall be
made available to NOGA at no cost to NOGA;

(N)  subject to Article 30, should Petroleum Operations be curtailed following
an event which might give rise to a claim under the insurance programme
arranged by CONTRACTOR under Article 25.4, to resume Petroleum
Operations without delay, whether or not such event is covered by
insurance, and prior to the receipt of the proceeds of any insurance claim;
and
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(O)

if there is more than one entity comprising CONTRACTOR, then each
such entity shall be jointly and severally liable for all of the obligations
of the CONTRACTOR hereunder (excluding the Government Interest
Acquirer, if applicable, pursuant to Article 10.1(D)(5)).

13.3 NOGA’s General Rights

Subject to the provisions of this Agreement, and to the applicable laws in force
from time to time, but in addition to any specific rights under this Agreement, NOGA
shall have the following rights:

(A)

(B)

©

(D)

(E)

to manage Petroleum Operations in accordance with this Agreement;

full and complete access, for its representatives, to Petroleum Operations,
with the right to observe the work being performed and to inspect all
installations, facilities and equipment, provided that the exercise of such
right shall not hinder, prejudice or otherwise materially and adversely
affect the conduct of the Petroleum Operations by CONTRACTOR.
NOGA and CONTRACTOR shall coordinate with each other and agree
on an appropriate scheduling of such inspections, providing that, in the
event of an emergency, NOGA shall require immediate full and complete
access and may give only limited advance notice of such inspection;

for its representatives to be provided, at CONTRACTOR’s operation
sites within and outside of the Deep Gas Contract Area, with reasonable
office space, board, lodging and transportation, for the account of
Petroleum Operations and on an equal basis with CONTRACTOR’s
personnel;

to take at the Point(s) of Delivery, or at the points agreed upon, its share
of Natural Gas produced from the Deep Gas Contract Area;

which it may grant to Third Parties, to explore for, appraise, develop,
produce, transport, and export petroleum located in areas outside of the
boundaries of the Deep Gas Contract Area; along with the non-exclusive
right, which it may also grant to Third Parties, to construct pipelines,
storage and other facilities, both inside the Deep Gas Contract Area, for
purposes associated with Natural Gas produced outside of the Deep Gas
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Contract Area, and, on an ancillary basis, for purposes associated with
Natural Gas produced from within the Deep Gas Contract Area; along
with the right, which it may grant to Third Parties, to prospect for and
mine minerals or substances other than Natural Gas both within, and
outside of, the Deep Gas Contract Area. CONTRACTOR shall use its
best efforts to avoid interference with any such other activities by the
NOGA, the Government, or any such Third Parties either within, or
outside of, the Deep Gas Contract Area. NOGA shall use its reasonable
efforts, within the limits of its authority, to ensure that neither its own
efforts, nor the efforts of the Government, or any such Third Parties,
shall interfere with Petroleum Operations in the Deep Gas Contract Area;

(F) to give consent or refuse consent, at NOGA’s absolute discretion, to the
entry by any Contractor Party into any financing arrangements that
directly encumber or burden Petroleum Operations, by way of interest
bearing loans or otherwise;

(G)  toterminate this Agreement pursuant to Article 29; and
(H)  any other rights conferred on NOGA pursuant to this Agreement.
13.4 NOGA'’s General Obligations
NOGA shall have the following obligations:

(A)  to use reasonable efforts, within the limits of its authority, to make
available to CONTRACTOR the use of such land, sea or airspace within,
and outside, the Deep Gas Contract Area as may reasonably be necessary
to carry out Petroleum Operations including the construction, laying,
operating and maintaining of onshore pipelines, facilities, cables and
equipment, provided that if such use by CONTRACTOR results in
expense for the NOGA then CONTRACTOR shall reimburse NOGA for
such expense, without creating any profit directly or indirectly for the
NOGA;

(B) as soon as reasonably possible after the Effective Date, to provide to
CONTRACTOR upon its request, subject to any applicable
confidentiality restrictions upon NOGA, access and use all technical data
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(D)

(E)

available to NOGA pertinent to the Deep Gas Contract Area, including
seismic, well information, samples, interpretations, maps, infrastructure
drawings, equipment layouts, etc. free of charge, subject to the cost of

copying;

to use reasonable efforts, within the limits of its authority, to provide to
CONTRACTOR the necessary access to telephone and radio lines and
frequencies as reasonably needed for the conduct of Petroleum
Operations;

to cause Third Parties with rights to conduct operations in respect of the
Deep Gas Contract Area to take all measures reasonably possible to
prevent any damage of any kind to any Natural Gas-bearing formations
which may be encountered while drilling operations are in progress or
upon Abandonment of any well; and

to use reasonable efforts, within the limits of its authority, to assist
CONTRACTOR in its dealings with the applicable governmental
authorities and Affiliates of NOGA in connection with the Petroleum
Operations.

13.5 Limitation of Rights

(A) It is understood that the rights reserved by NOGA in Article 13 shall be
exercised in such a manner so as not to materially prejudice, hinder or
otherwise interfere with Petroleum Operations hereunder.

(B)  The rights conferred on CONTRACTOR by this Agreement shall be
exercised with due regard to the existing rights of NOGA, the
Government, governmental authorities and Third Parties and so as not to
damage, or unreasonably impede or interfere with the property,
operations, facilities and interest of such parties.

13.6 Delays

Lack of and/or unavailability of any rigs, facilities, infrastructure etc. and any
other circumstances caused by the need to co-ordinate infrastructural requirements
with the work programmes of petroleum operators in the Kingdom of Bahrain shall
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not constitute a basis for CONTRACTOR to modify and change any work obligations
contained in any Work Programme and Budget or excuse CONTRACTOR from
meeting any deadline set forth in Article 8 and Article 9.

13.7 Ancillary Agreements

Each Party shall enter into, and shall procure the entry of any Affiliates of the
relevant Party if applicable into, any and all such Ancillary Agreements. Each such
Ancillary Agreement shall be on terms consistent with the terms and conditions set
out in Appendix F.

13.8 Reasonable and Prudent Operator Standard

Without prejudice to the generality of Article 13.2, CONTRACTOR shall
conduct all Petroleum Operations hereunder as a Reasonable and Prudent Operator
and, shall:

(A)  design and conduct Petroleum Operations in compliance with the laws
of, and other rules, regulations, codes, standards, practices and
procedures applicable in, the Kingdom of Bahrain as amended from time
to time and in compliance with internationally accepted rules, codes and
standards applicable to the petroleum industry, as amended from time to
time, taking into account the long term interest of the Kingdom of
Bahrain;

(B)  ensure that all machinery, plant and equipment used by CONTRACTOR
in connection with the Petroleum Operations are of proper and sound
construction and workmanship, and are kept in good operating condition;

(C)  conduct Petroleum Operations within the limits of the approved Annual
Work Programmes and Budgets prudently, safely diligently, efficiently
and continuously in strict compliance with this Agreement as well as
performing daily activities that are necessary to ensure the complete and
timely execution of approved Annual Work Programmes and Budgets
while executing the same to achieve the best economic, technical and
HSE results and to produce Natural Gas at the optimum rate set out by
CONTRACTOR in strict consultation with NOGA, and determined by
the technology and processes employed in the Petroleum Operations;
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(D)

(E)

(F)

(G)

(H)

)

plan, prepare and submit Annual Work Programmes and Budgets and
Five Year Plans and related modifications, if any, to the Management
Committee for its approval in accordance with this Agreement;

award and execute contracts for the performance of Petroleum
Operations pursuant to the approved Annual Work Programmes and
Budgets;

approve all contracts for purchases or for services in relation to
Petroleum Operations, providing that such contracts are in respect of
activities included in an approved Annual Work Programme and Budget;

prepare monthly financial statements and reports, and develop
accounting policies and procedures to be implemented under the
Accounting Guidelines & Procedure;

develop the accounting system, procedures, and controls regarding
purchasing and contracts (sub-contractor tender lists, tender evaluations,
contracts and contract awards, purchase orders, and service orders),
authorizations for expenditures, accounting and internal audit controls,
cash management, and authorized expenditure approval levels, all in a
manner consistent with this Agreement and the Accounting Guidelines &
Procedure and approved by NOGA; and

direct and coordinate internal and external financial, operational,
contractual, public accounting, and other audits (preparing and presenting
a report at Calendar Quarterly meetings which will detail significant
findings from the previous audits and recommended corrective actions).

ARTICLE 14
COST RECOVERY AND PRODUCTION SHARING

14.1 Baseline Jauf Non-Associated Gas Production

(A)

NOGA and CONTRACTOR agree that, for the period from the first
Commercial Production Date in relation to the Development Area
containing the Jauf Discovery for twenty (20) years (the “Jauf Non-
Associated Gas Production Period”), CONTRACTOR shall produce



wEGNEAT
w
“/ z

2011 59316 Luseddl = 3020 : 3= cinle —

four hundred eighteen (418) bcf of Non-Associated Gas from the Jauf
Discovery, being the minimum amount of Non-Associated Gas in the
Jauf Discovery (the “Total Baseline Jauf Non-Associated Gas
Production™), at a rate of fifty seven (57) mmsct/day (the “Baseline
Jauf Non-Associated Gas Production Rate”). For the avoidance of
doubt, if CONTRACTOR relinquishes all areas within the Deep Gas
Contract Area that extend vertically above the Base of the Jauf
Formation pursuant to Article 9.1(F), there shall be no Jauf Non-
Associated Gas Production Period and, in those circumstances, the
remaining provisions of Article 14.1 shall not apply.

(B)  Subject to Article 14.1(C), CONTRACTOR shall produce sufficient
Baseline Jauf Non-Associated Gas Production from the Jauf Discovery to
reach and maintain the Baseline Jauf Non-Associated Gas Production
Rate for each Calendar Quarter during the Jauf Non-Associated Gas
Production Period, and by so doing, to produce the Total Baseline Jauf
Non-Associated Gas Production at the Baseline Jauf Non-Associated Gas
Production Rate during the Jauf Non-Associated Gas Production Period.
CONTRACTOR acknowledges and agrees that CONTRACTOR shall
only be permitted to produce Incremental Jauf Non-Associated Gas
Production provided CONTRACTOR undertakes to NOGA, and NOGA
1s reasonably satisfied, that such Incremental Jauf Non-Associated Gas
Production will not impair CONTRACTOR’s ability to continue to
produce Total Baseline Jauf Non-Associated Gas Production at the
Baseline Jauf Non-Associated Gas Production Rate.

(C) CONTRACTOR shall use all reasonable endeavours to optimise Non-
Associated Gas production in accordance with the Annual Work
Programme and Budget, however, during the Ramp Up Period, NOGA
and CONTRACTOR agree that CONTRACTOR may be unable to
produce sufficient Baseline Jauf Non-Associated Gas Production to reach
and maintain the Baseline Jauf Non-Associated Gas Production Rate for
any given Calendar Quarter. During the Ramp Up Period,
CONTRACTOR being unable to produce sufficient Baseline Jauf Non-
Associated Gas Production to reach and maintain the Baseline Jauf Non-
Associated Gas Production Rate shall give NOGA the right to require
compensation for any volumes of shortfall calculated as the product of (i)
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(D)

the number of mmscf owed to NOGA, converted to MMBTU at the
caloric value at the relevant time, and (ii) the applicable sales price under
the GSA, calculated in each Calendar Quarter and payable within one (1)
month from the end of the relevant Calendar Quarter.

In every Calendar Quarter of the Jauf Non-Associated Gas Production
Period after the Ramp Up Period, in the event that CONTRACTOR has
failed to produce Baseline Jauf Non-Associated Gas Production in
accordance with the Baseline Jauf Non-Associated Gas Production Rate
for such Calendar Quarter, NOGA and CONTRACTOR agree that the
following shall apply:

(1)

)

3)

CONTRACTOR shall have the obligation, with notice to
NOGA, to re-allocate Non-Jauf Non-Associated Gas
Production allocated to CONTRACTOR pursuant to this
Article 14 as Baseline Jauf Non-Associated Gas Production
only to extent required to meet any volume of shortfall in
Baseline Jauf Non-Associated Gas Production for a given
Calendar Quarter (such re-allocated production being “Re-
allocated Production”);

if CONTRACTOR is able to re-allocate the full volumes of
shortfall in Baseline Jauf Non-Associated Gas Production with
Re-allocated Production, then the Calendar Quarter for which
the re-allocation is made shall not be considered as a Calendar
Quarter in which CONTRACTOR has not maintained the
Baseline Jauf Non-Associated Gas Production at the Baseline
Jauf Non-Associated Gas Production Rate;

if CONTRACTOR is not able to re-allocate the full volumes of
shortfall in Baseline Jauf Non-Associated Gas Production with
Re-allocated Production and is required to make a cash
payment pursuant to Article 14.1(D)(8), then the Calendar
Quarter under review shall be considered as a Calendar Quarter
in which CONTRACTOR has not maintained the Baseline Jauf
Non-Associated Gas Production at the Baseline Jauf Non-
Associated Gas Production Rate and NOGA shall have the right
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to receive cash compensation in accordance with this
Agreement;

(@) Non-Jauf Non-Associated Gas Production to be re-allocated as
Re-allocated Production shall be reallocated from any Non-Jauf
Non-Associated Gas Production allocated to CONTRACTOR
pursuant to this Article 14;

®)) the full re-allocation of volumes of shortfall in Baseline Jauf
Non-Associated Gas Production for the relevant Calendar
Quarter for which the re-allocation is made must be completed
in that Calendar Quarter;

(6) the Re-allocated Production shall not be treated as Baseline
Jauf Non-Associated Gas Production in the calculation of the
Baseline Fee for that Calendar Quarter in accordance with
Atrticle 14.2(B)(3);

(7 CONTRACTOR shall be able to recover Development Costs
and Operating Costs related to the Re-allocated Production
from available Non-Jauf Cost Recovery Non-Associated Gas
from the Development Area in which the Re-allocated
Production was produced; and

(8) if CONTRACTOR is unable to re-allocate sufficient Non-
Associated Gas production CONTRACTOR shall have the
obligation, with notice to NOGA, to make a cash payment,
calculated as the product of (i) the number of mmscf owed to
NOGA, converted to MMBTU at the caloric value at the
relevant time, and (ii) the applicable sales price under the GSA,
calculated in each Calendar Quarter and payable within one (1)
month from the end of the relevant Calendar Quarter.

(E) If CONTRACTOR elects to develop the Jauf Discovery in accordance
with Article 9.1(F), on the date of termination if the Agreement is
terminated prior to the end of the Jauf Non-Associated Gas Production
Period, or on the date of relinquishment if the Development Area
containing the Jauf Discovery is relinquished prior to the end of the Jauf
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(F)

Non-Associated Gas Production Period, NOGA shall review the Baseline
Jauf Non-Associated Gas Production which would have been produced
by CONTRACTOR in the period from the date of termination or date of
relinquishment, as applicable, until the end of the Jauf Non-Associated
Gas Production Period if the Agreement had not been terminated or the
Development Area containing the Jauf Discovery been relinquished (the
total production being the ‘“Shortfall”). Subject to Article 14.1(F),
CONTRACTOR shall be responsible for making up the Shortfall with
cash compensation. The amount of cash compensation payable shall be
calculated as the product of (i) the number of mmscf of the Shortfall
owed to NOGA, converted to MMBTU at the caloric value at the
relevant time and (ii) the sales price under the GSA applicable to the last
Calendar Quarter prior to the calculation date.

CONTRACTOR shall not be required to pay the cash compensation
payable pursuant to Article 14.1(E) if an internationally recognised Third
Party reserves specialist, jointly appointed and instructed by
CONTRACTOR and NOGA, certifies that there are sufficient reserves in
the Development Area containing the Jauf Discovery to allow not less
than 57 mmscf/d of Non-Associated Gas to be produced for each day of
the period from the date of termination or date of relinquishment, as
applicable, until the end of the Jauf Non-Associated Gas Production
Period as if the Agreement had not been terminated or the Development
Area containing the Jauf Discovery had not been relinquished, using only
the infrastructure and facilities in place at that time. The cost associated
with the reserves specialist’s certification shall be borne by
CONTRACTOR.

14.2 Allocation of Production

(A)

In each Calendar Quarter from the first Commercial Production Date,
there shall be calculated:

(1) “Total Jauf Non-Associated Gas Production”, being all Non-
Associated Gas produced and saved from the Jauf Discovery
(but excluding Non-Associated Gas wused for Petroleum
Operations other than fuel gas) as measured at the Point(s) of
Delivery and aggregated thereafter;
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(2) “Baseline Jauf Non-Associated Gas Production”, being, in
relation to a given period of time during the Jauf Non-
Associated Gas Production Period, the total Non-Associated
Gas Production produced from the Jauf Discovery up to and
including the Baseline Jauf Non-Associated Gas Production
Rate for such period of time;

3) “Incremental Jauf Non-Associated Gas Production”, being,
for a given period of time, the positive difference between the
Total Jauf Non-Associated Gas Production in such period and
the Baseline Jauf Non-Associated Gas Production in such
period;

4) “Total Non-Jauf Non-Associated Gas Production”, being all
Non-Associated Gas produced and saved from each
Development Area excluding the Jauf Discovery (but excluding
Non-Associated Gas used for Petroleum Operations other than
fuel gas) as measured at the Point(s) of Delivery and
aggregated thereafter;

(5) “Profit Non-Jauf Non-Associated Gas”, being, for a given
period of time, the positive difference between Total Non-Jauf
Non-Associated Gas Production in such period and the Non-
Jauf Cost Recovery Non-Associated Gas;

(6) “Non-Jauf Cost Recovery Non-Associated Gas”, equals the
relevant percentage of the Non-Jauf Non-Associated Gas
Production, calculated in accordance with Article 14.3(D); and

(7) “Profit Non-Associated Gas”, being the aggregate of (i)
Incremental Jauf Non-Associated Gas Production, (ii) the Profit
Non-Jauf Non-Associated Gas, plus (iii) the Excess Non-Jauf
Cost Recovery Non-Associated Gas (if any).
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(B)

Baseline Fee for each Calendar Quarter

(1

2

3)

For each Calendar Quarter of the Jauf Non-Associated Gas
Production Period, Total Jauf Non-Associated Gas Production
will be allocated as either:

D Baseline Jauf Non-Associated Gas Production; or

10) Baseline Jauf Non-Associated Gas Production and
Incremental Jauf Non-Associated Gas Production.

Subject to Article 14.2(B)(3), NOGA will be allocated the
entire Baseline Jauf Non-Associated Gas Production and
CONTRACTOR agrees that it shall only be entitled to the
Baseline Fee per mmsct of Baseline Jauf Non-Associated Gas
Production actually produced.

CONTRACTOR shall receive the Baseline Fee out of any
available Non-Jauf Non-Associated Gas Production. The
“Baseline Fee” shall be calculated:

I $700 per mmscf of Baseline Jauf Non-Associated Gas
Production produced during each of the first five (5)
Contract Years of the Jauf Non-Associated Gas
Production Period (with no escalation); and

II) $150 per mmscf of Baseline Jauf Non-Associated Gas
Production produced during each of the Contract Years
of the Jauf Non-Associated Gas Production Period
(escalated by two point five percent (2.5%) on the first
anniversary of the Commercial Production Date in
respect of the Jauf Discovery and each Contract Year
thereafter),

in each case, multiplied by the number of mmscf of Baseline
Jauf Non-Associated Gas Production actually produced in such
Calendar Quarter.
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Subject to Article 14.1:

I Baseline Jauf Non-Associated Gas Production shall be
allocated to NOGA;

IT) Non-Jauf Cost Recovery Non-Associated Gas shall be
allocated in accordance with Article 14.3; and

I1I) Profit Non-Associated Gas shall be allocated in
accordance with Article 14.4.

For the purposes of administering each Party’s allocations
pursuant to this Article 14:

I) CONTRACTOR shall prepare and furnish to NOGA not
later than thirty (30) days prior to the beginning of each
Calendar Quarter an estimate (ecach an “Estimate”)
expressed in MMBTU per day of the Total Jauf Non-
Associated Gas Production, the Baseline Jauf Non-
Associated Production, the Incremental Jauf Non-
Associated Gas Production, Total Non-Jauf Non-
Associated Gas Production and any proposed Re-
allocated Production during such Calendar Quarter and
its estimate of the Petroleum Costs related to Non-
Associated Gas production for such Calendar Quarter,
the Baseline Fee, Profit Non-Jauf Non-Associated Gas,
Non-Jauf Cost Recovery Non-Associated Gas, the
Excess Cost Recovery Non-Associated Gas (if any) and
Profit Non-Associated Gas during such Calendar
Quarter (such estimate to be expressed in Dollars and
MMBTU);

IT) not later than thirty (30) days after the last day of a
Calendar Quarter, CONTRACTOR shall prepare and
furnish to NOGA a report (each a “Statement of
Petroleum Costs”) setting forth the Total Jauf Non-
Associated Gas Production, the Baseline Jauf Non-
Associated Gas Production, the Incremental Jauf Non-



(4

2011 53931 6 usedll = 3020 1 s33=) csle

Associated Gas Production, Total Non-Jauf Non-
Associated Gas Production and Re-allocated Production
and/or cash compensation (if any) during the preceding
Calendar Quarter, the Petroleum Costs related to Non-
Associated Gas production for such Calendar Quarter,
the Baseline Fee, Profit Non-Jauf Non-Associated Gas,
Non-Jauf Cost Recovery Non-Associated Gas, the
Excess Cost Recovery Non-Associated Gas (if any) and
Profit Non-Associated Gas during such Calendar
Quarter (such report to be expressed in Dollars and
MMBTU); and

I1I) for the avoidance of doubt, Non-Associated Gas
production shall be lifted on a Calendar Quarterly basis.
Each Estimate shall be provided on an information only
basis and any and all payments made in relation to the
allocation of Non-Associated Gas production shall be
made at the end of the relevant Calendar Quarter.

14.3 Recovery of Petroleum Costs

(A)

(B)

©

Recovery of Petroleum Costs shall be governed by this Article 14.3 as
supplemented by Article 14.4 in relation to the allocation of Petroleum
Costs in an integrated Development Plan if applicable.

All of the Petroleum Costs incurred by CONTRACTOR in accordance
with an approved Annual Work Programme and Budget shall be
classified as Exploration Expenditures, Development Costs or Operating
Costs.

Subject to Article 14.3(D), commencing in the Calendar Quarter in which
the first Production Commencement Date in relation to a Development
Area occurs, CONTRACTOR shall be entitled to recover Petroleum
Costs relating to that Development Area by taking title at the Point(s) of
Delivery to quantities of Non-Jauf Cost Recovery Non-Associated Gas
produced and saved hereunder.
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(D)  Notwithstanding Article 14.3(C), in relation to Petroleum Costs incurred
by CONTRACTOR in relation to the Jauf Discovery, be they classified
as Exploration Expenditures, Development Costs or Operating Costs,
CONTRACTOR shall be entitled to receive the Baseline Fee calculated
in accordance with Article 14.2(B)(3).

(E) The maximum percentage of Total Non-Jauf Non-Associated Gas
Production that will be available as Non-Jauf Cost Recovery Non-
Associated Gas, calculated separately for each Development Area on a
Calendar Quarter by Calendar Quarter basis, is set out in the table below
as the “Cost Recovery Limit”. Such Cost Recovery Limit shall be
applicable to the production of Non-Jauf Non-Associated Gas for each
Development Area.

R Factor Cost Recovery Limit
< 1.00 50%
> 1.00 40%

(F)  There shall be a “ring-fence” limit ascribed to each Development Area
for cost recovery purposes in regard to Development Costs and Operating
Costs, but there shall be no such limit with regard to Exploration
Expenditures. In this way, subject to Article 14.3(H) in respect of
Development Costs and Article 14.3(J) in respect of Operating Costs,
CONTRACTOR shall be able to recover Development Costs and
Operating Costs in respect of a particular Commercial Discovery only
from available Non-Jauf Cost Recovery Petroleum from such
Commercial Discovery, but CONTRACTOR shall be able to recover
Exploration Expenditures from available Non-Jauf Cost Recovery Non-
Associated Gas from all Commercial Discoveries.

(G)  Exploration Expenditures incurred in relation to Non-Jauf Non-
Associated Gas production prior to the date of the approval of the first
Development Plan shall be consolidated as of the date of the approval of
the first Development Plan and thereafter such amount shall be
compounded each Calendar Quarter at the average rate of LIBOR for
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(H)

(D

)

(K)

such Calendar Quarter. The resulting amount shall then be consolidated
on the first Production Commencement Date and shall thereafter be
recoverable, without incurring any further interest, on a first priority
basis out of Non-Jauf Cost Recovery Non-Associated Gas available for
the purpose at the rate of five percent (5%) per Calendar Quarter; i.e.
depreciated on a straight-line basis over five (5) years.

All other Exploration Expenditures incurred in relation to Non-Jauf Non-
Associated Gas production (being Exploration Expenditures incurred in
relation to Non-Jauf Non-Associated Gas production after the date of the
approval of the first Development Plan) shall be consolidated at the end
of each Calendar Quarter and shall be recoverable, on a second priority
basis, out of Non-Jauf Cost Recovery Non-Associated Gas from existing
Commercial Discoveries at a rate of five percent (5%) per Calendar
Quarter; i.e. depreciated on a straight-line basis over five (5) years.

Development Costs incurred in relation to Non-Jauf Non-Associated Gas
production shall be consolidated at the end of each Calendar Quarter and
shall be recoverable, on a third priority basis, out of available Non-Jauf
Cost Recovery Non-Associated Gas available for the purpose at the rate
of five percent (5%) per Calendar Quarter; i.e. depreciated on a straight-
line basis over five (5) years.

Operating Costs incurred in relation to Non-Jauf Non-Associated Gas
production shall be recoverable in the same Calendar Quarter in which
they have been incurred, on a fourth priority basis, out of available Non-
Jauf Cost Recovery Non-Associated Gas available for the purpose.

To the extent that Non-Jauf Cost Recovery Non-Associated Gas
available for the purpose is insufficient in a Calendar Quarter to permit
recovery of all Petroleum Costs related to Non-Jauf Non-Associated Gas
production recoverable at that time, then that portion of such recoverable
Petroleum Costs not recovered will be carried forward to the next
succeeding Calendar Quarter for recovery out of Non-Jauf Cost
Recovery Non-Associated Gas available for the purpose in such
succeeding Calendar Quarter.
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(L) To the extent that Non-Jauf Cost Recovery Non-Associated Gas
available for the purpose in any Calendar Quarter exceeds the total of all
Petroleum Costs related to Non-Jauf Non-Associated Gas production to
be recovered during such Calendar Quarter (including such Petroleum
Costs carried forward in accordance with Article 14.3(K)), then the
portion of such Non-Jauf Cost Recovery Non-Associated Gas available
for the purpose in excess of such recoverable Petroleum Costs shall be
“Excess Non-Jauf Cost Recovery Non-Associated Gas” and added to
Profit Non-Associated Gas described in Article 14.4.

14.4 Allocation of Petroleum Costs in an Integrated Development Plan

(A)  In circumstances where the Management Committee has approved the
incorporation into an Integrated Development Plan of individual
Development Plans (including a Development Plan in relation to the Jauf
Discovery) into an integrated Development Plan, NOGA and
CONTRACTOR agree that Petroleum Costs incurred by
CONTRACTOR on the one hand in relation to the Jauf Discovery (for
the purposes of this Article 14.4 only, the “Jauf Development™) and, on
the other hand, in relation to the Development Area which does not
contain the Jauf Discovery (for the purposes of this Article 14.4 only, the
“Non-Jauf Development”) shall be allocated in accordance with this
Article 14.4.

(B)  Development Costs incurred in relation to the Integrated Development
Plan shall be allocated between the Jauf Development and Non-Jauf
Development as follows (subject to any amendments agreed pursuant to a
review in accordance with Article 14.4(C)):

(1) the percentage of Development Costs which CONTRACTOR
shall be able to recover as Non-Jauf Cost Recovery Non-
Associated Gas from the Integrated Development Plan pursuant
to Article 14.3 is equal to
[1-(x/y)]* 100 where:

I) x is the greater of the stand alone Development Costs of
the Jauf Development detailed in the Development Plan
in relation to the Jauf Discovery submitted by
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©

(D)

CONTRACTOR pursuant to Article 9.1(A)(2) and the
portion of the Baseline Fee relating to capex calculated
in accordance with Article 14.2(B)(3)(I) for fifty seven
(57) mmscf per day for five (5) years ; and

IT) y is the total Development Costs of the Integrated
Development Plan detailed in the relevant Integrated
Development Plan/Area approved by the Management
Committee pursuant to Article 7.1(B)(7); and

(2) the remaining percentage of Development Costs after the
calculation pursuant to Article 14.4(B)(1) shall be allocated to
the Jauf Development.

The percentages of Development Costs calculated in accordance with
Article 14.4(B) which, on the one hand, CONTRACTOR shall be able to
recover as Non-Jauf Cost Recovery Non-Associated Gas and, on the
other hand, shall be allocated to the Jauf Development shall be reviewed
by the Management Committee in any Contract Year in which an Annual
Work Programme and Budget is submitted to the Management
Committee which indicates that there are development activities
proposed for the relevant Contract Year which, in the reasonable opinion
of both NOGA and CONTRACTOR, are likely to result in material
changes to the total Development Costs relating to the Integrated
Development Plan. For the avoidance of doubt, any changes approved by
the Management Committee to the percentages of Development Costs
calculated in accordance with Article 14.4(B) or the mechanism for
allocating such costs shall be effective on a prospective basis only.

Operating Costs incurred in relation to the Integrated Development Plan
shall be allocated between the Jauf Development and the Non-Jauf
Development based on actual production.

14.5 Allocation of Profit Non-Associated Gas

(A)

CONTRACTOR’s share of Profit Non-Associated Gas shall be in
accordance with the following table. NOGA'’s share of Profit Non-
Associated Gas shall be the amount of Profit Non-Associated Gas
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production remaining after the subtraction of CONTRACTOR’s share of
Profit Non-Associated Gas. CONTRACTOR shall be entitled to take its
share of Profit Non-Associated Gas by taking title at the relevant Point(s)
of Delivery, to quantities of Profit Non-Associated Gas produced and
saved hereunder in accordance with its share as set out in the following

table:
R Factor CONTRACTOR Profit NOGA Profit Non-
Non-Associated Gas share | Associated Gas share
< 1.00 75% 25%
1.00-1.50 65% 35%
1.51-1.75 57% 43%
1.76-2.00 47% 53%
>2.00 38% 62%

(B)

©

The “R Factor” is the ratio of:

(D Deep Gas Contract Area-wide cumulative revenue received by
CONTRACTOR from Non-Associated Gas production as (a)
Baseline Fee, (b) Non-Jauf Cost Recovery Non-Associated Gas
and (c) Profit Non-Associated Gas from the Effective Date until
the end of the last preceding Calendar Quarter, to

2) Deep Gas Contract Area-wide cumulative Petroleum Costs
incurred by CONTRACTOR over the same period.

The R Factor is to be rounded up to the nearest two decimal places. The
R Factor determines both the Cost Recovery Limit for each Development
Area and also the allocation of Profit Non-Associated Gas from each
Development Area.
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14.6  Allocation of Production after the expiry of the Jauf Non-Associated Gas
Production Period

The Parties acknowledge and agree that, in the final Contract Year of the Jauf
Non-Associated Gas Production Period, NOGA may discuss with
CONTRACTOR whether it is technically and commercially feasible to produce
Non-Associated Gas from the Jauf Discovery after the expiry of the Jauf Non-
Associated Gas Production Period. In the absence of any agreement between
NOGA and CONTRACTOR, CONTRACTOR shall relinquish the Development
Area relating to the Jauf Discovery.

14.7 Associated Liquids

(A)

(B)

©

Associated Liquids obtained from Baseline Jauf Non-Associated Gas
Production shall be allocated to NOGA.

Associated Liquids obtained from Incremental Jauf Non-Associated Gas
Production shall be deemed to be Incremental Jauf Non-Associated Gas
Production for the purposes of this Article 14.

Associated Liquids obtained from Non-Jauf Non-Associated Gas
Production shall be deemed to be Non-Jauf Non-Associated Gas
Production for the purposes of this Article 14.

ARTICLE 15
BONUSES

15.1 Bonuses

(A)

CONTRACTOR shall pay bonus payments to NOGA in the amounts and
at the times set out below. CONTRACTOR shall make bonus payments
by means of bank draft, issued in favour of NOGA, or by electronic
transfer of funds to a bank account designated by NOGA.

(1) Upon the Signature Date, five hundred thousand Dollars
($500,000);
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(2) Upon Commercial Discovery (for each Commercial Discovery
declared), one hundred thousand Dollars ($100,000); and

3) Upon the Commencement of production from the first
Commercial Discovery in the Deep Gas Contract Area
(applicable one time only) one hundred thousand Dollars
($100,000).

(B)  For the avoidance of doubt, in no circumstances are bonus payments
made pursuant to Article 15.1(A) cost recoverable and CONTRACTOR
shall have no right to include such bonus payments as Petroleum Costs.

ARTICLE 16
VALUATION OF NATURAL GAS

16.1 Gas Price and Adjustment to Base Price

(A)  For each Calendar Quarter, Non-Associated Gas shall be valued at the
Gas Price calculated in accordance with this Article 16.1 for purposes of
cost recovery, allocation of Profit Non-Associated Gas, the Bahrain
Income Tax Law, the provisions of Article 18, and for all other purposes
under this Agreement.

(B)  The “Gas Price” for Non-Associated Gas in any Calendar Quarter in a
given Contract Year shall be determined in accordance with the
following formula:

QGas Price = Base Price x 1.025

Where “Base Price” means (i) one point seven five Dollars ($1.75) per
MMBTU for the first Contract Year, or (ii) the Gas Price for the prior
Contract Year for each subsequent Contract Year.

16.2 Purchase of Non-Associated Gas

(A)  The Parties acknowledge and agree that the Parties shall enter into a gas
sales contract (the “GSA”) that shall include provisions to give effect to
the following principles:
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(1

)

3)

4

CONTRACTOR shall sell all dry gas resulting from
CONTRACTOR’s allocation of Non-Associated Gas to NOGA
or an Affiliate of NOGA pursuant to this Agreement and the
terms of any GSA which the parties may enter into;

NOGA or an Affiliate of NOGA shall purchase all of
CONTRACTOR’s allocation of Non-Associated Gas pursuant
to this Agreement;

the Gas Price shall be calculated in accordance with Article
16.1; and

dry gas shall be delivered at a pressure sufficient to enable the
gas to link into the existing distribution system.

16.3 Purchase of Associated Liquid

(A)  The Parties acknowledge and agree that the Parties shall enter into an
Associated Liquid sales contract that shall include provisions to give
effect to the following principles:

(1)

)

3)

CONTRACTOR shall sell all Associated Liquid extracted by
CONTRACTOR from CONTRACTOR’s allocation of Non-
Associated Gas to NOGA or an Affiliate of NOGA pursuant to
this Agreement and the terms of any sales contract which the
parties may enter into;

NOGA or an Affiliate of NOGA shall purchase all Associated
Liquid extracted by CONTRACTOR from CONTRACTOR’s
allocation of Associated Liquid pursuant to this Agreement
delivered in tank at the Sitra refinery; and

the price of Associated Liquid shall be calculated in accordance
with Article 16.4.
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16.4 Valuation of Associated Liquid

Except as provided in Article 16.6, and subject to the provisions of Article
18.1, the prices for all Associated Liquid, for purposes of cost recovery and all other
purposes under this Agreement, shall be calculated for each Calendar Quarter and
shall be a single FOB Bahrain Dollar price per Barrel of Associated Liquid (with
“FOB” being defined under the International Chamber of Commerce Incoterms 2000)
at the respective Point(s) of Delivery, as applicable. Such price shall be the weighted
average FOB Dollar price per Barrel of Associated Liquid actually received by
CONTRACTOR (directly or through any of its Affiliates) for the Calendar Quarter,
from Arms-Length Sales during such Calendar Quarter of Associated Liquid
produced from the Contract Area and delivered at the respective Point(s) of Delivery,
as applicable. In the event of Arms-Length Sales of such Associated Liquid during
such Calendar Quarter on terms other than an FOB Dollar basis, the necessary
adjustments shall be made in order to determine what the equivalent sale price would
have been on an FOB Dollar basis. In the event that within a Calendar Quarter Arms-
Length Sales of more than one type of Associated Liquid occur from a single Point of
Delivery, then the price for all purposes under this Agreement from such Point of
Delivery shall be a single FOB Dollar price per Barrel of Associated Liquid,
representing the weighted average of the prices determined for each type of such
Associated Liquid, in accordance with the respective volumes of each type of such
Associated Liquid sold during such Calendar Quarter and delivered at such Point of
Delivery. If no Arms-Length Sales of Associated Liquid or liquid hydrocarbons sales
are made during such Calendar Quarter at such Point of Delivery then such price shall
be deemed to be the higher of: (i) the price actually received by CONTRACTOR
(adjusted to an equivalent FOB Dollar price as applicable) at such Point of Delivery;
and (i1) the international market price for Associated Liquid of the same quality
delivered on an FOB Dollar basis at such Point of Delivery.

16.5 Reporting of Arms-Length Sales of Associated Liquid

CONTRACTOR shall, within ten (10) Business Days from the expiry of each
Calendar Quarter, furnish to NOGA a statement certifying the applicable volume
weighted average FOB Dollar Associated Liquid prices per Barrel received by
CONTRACTOR for such Calendar Quarter at the respective Points of Delivery, as
applicable, obtained by CONTRACTOR (directly or through any of its Affiliates) as
result of applicable Arms-Length Sales of Associated Liquid during such Calendar
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Quarter, with copies of all relevant supporting sales documents. Such statements shall
distinguish between term sales and spot sales (as applicable) and shall itemize
volumes, customers, prices received and credit terms. CONTRACTOR shall allow the
audit of the associated sales contracts by an independent internationally recognized
accounting firm retained by and at the cost of NOGA and CONTRACTOR shall give
the representatives of such accounting firm access to all relevant books and records
necessary to perform such audit.

16.6 Determination of Market Price of Associated Liquid

(A)  If in respect of any Calendar Quarter in which CONTRACTOR has sales
of Associated Liquid:

(1) there are no Arms-Length Sales of Associated Liquid, as
applicable, from applicable Point(s) of Delivery, claimed by
CONTRACTOR (directly or through any of its Affiliates); or

(2) NOGA disputes CONTRACTOR’s contention that it has made
applicable Arms-Length Sales;

then NOGA and CONTRACTOR shall meet within ten (10) Business
Days from the date of notice given by either Party, and shall attempt to
agree upon a market price to be used for such production during such
Calendar Quarter. The basis for such market price, in regard to
Associated Liquid production, shall be the market price per Barrel,
valued on the basis of Arms-Length Sales in the region for similar
sales under similar conditions.

(B)  Failing such agreement within thirty (30) Business Days from the date of
such notice, either Party shall have the right, by giving the other Party
notice, to have such market price determined by an Expert, in accordance
with Article 32.2 and the procedure set forth in Appendix E, according to
the basis described in Article 16.6(A).

(C)  Pending any Expert determination under Article 16.6(B), the Parties
agree to use, for the applicable market prices for such Calendar Quarter,
on a provisional basis, the price that was applicable for the most recent
Calendar Quarter for which a market price has been determined pursuant
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to this Article 16. The required adjustments due to the use of such
provisional price shall be made immediately after the determination of
the market price pursuant to Article 16.6(B) above.

ARTICLE 17
MEASUREMENT OF NATURAL GAS

17.1 Measurement of Natural Gas

(A)

(B)

©

(D)

Natural Gas production measurement shall be by methods and equipment
generally accepted and customarily used in Good International Petroleum
Industry Practices and approved by the Management Committee.

Before commencement of production from the Deep Gas Contract Area,
the Management Committee shall agree on:

(1) the methods to be employed for measurement of volumes of
Natural Gas production (including methods for both dry gas
and Associated Liquids);

(2) the point or points, if any (such as in the case of testing a
Discovery), in addition to the Point(s) of Delivery described in
a Development Plan, at which Natural Gas shall be measured
and the respective share allocated to the Parties in accordance
with the terms of this Agreement;

3) the frequency of inspections and testing of measurement
equipment and relevant procedures; and

4) the consequences of a determination of an error in
measurement.

An applicable Point of Delivery for Natural Gas shall be onshore Bahrain
at the point set forth in the applicable Development Plan approved by the
Management Committee in respect of the Discovery.

In relation to Associated Liquids, in accordance with the relevant
Development Plan, CONTRACTOR shall procure and install gauges and
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(E)

(F)

(G)

(H)

(M

)

other equipment as is reasonably necessary to measure all Associated
Liquids at the Point(s) of Delivery for Associated Liquids.

NOGA may, at all reasonable times, inspect and test the equipment used
for measuring the volume and determining the quality of Natural Gas,
provided that any such inspection or testing shall be carried out in such a
manner so as not unduly to interfere with Petroleum Operations.

CONTRACTOR shall give NOGA timely notice of its intention to
implement any such agreed alteration, or to conduct a test of measuring
operations, and NOGA shall have the right to have its representatives
present at and observe such operations.

CONTRACTOR shall immediately replace any measurement equipment
found to be defective. CONTRACTOR shall not, however, make any
alteration in the agreed method or procedures for measurement or to the
approved equipment without the written consent of the Management
Committee.

CONTRACTOR shall provide to NOGA Calendar Monthly reports
showing the quantity of Natural Gas production hereunder within five (5)
Business Days after the end of each Calendar Month on a reconciled
basis.

CONTRACTOR shall retain accurate records of all analysis and
measurement of petroleum for a period of three (3) years after each such
analysis or measurement was made. NOGA may, at any reasonable time,
inspect such records and after the end of such period, CONTRACTOR
shall transfer such records to NOGA, provided that CONTRACTOR
shall have the right to retain copies of such records.

If any dispute arises between the Parties regarding measurement, or
measurement and/or analysis records under this Article 17 which cannot
be resolved amicably, either Party shall have the right, by giving notice
to the other Party, to have such dispute resolved by Expert determination,
on the basis described in this Article 17, and in accordance with the
procedure set forth in Appendix E.
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ARTICLE 18
TAXES AND STABILITY

18.1 Bahrain Income Tax

CONTRACTOR shall be subject to the Bahrain Income Tax Law, including,
but not limited to, the requirements of the Bahrain Income Tax Law with respect to
the filing of tax declarations, the assessment of tax and the keeping of records for
review by authorized persons. CONTRACTOR shall file income tax declarations
and pay taxes at the times and in the manner required by the Ministry of Finance and
the Bahrain Income Tax Law and shall, simultaneously with such filing, forward a
copy of such tax declarations to NOGA.

18.2 Applicable Rate

In accordance with the provisions of the Bahrain Income Tax Law, the
income tax rate applicable to CONTRACTOR shall be forty six per cent (46%) and
shall be levied on taxable income calculated in accordance with Article 18.3
(“Taxable Income”).

18.3 Taxable Income

Taxable Income shall be calculated by reducing aggregate gross income by
all reasonable and necessary aggregate expenditures incurred in connection with all
operations under this Agreement. Operating expenditures, including those expenses,
losses and excess of deductions listed in article 4 of the Bahrain Income Tax Law as
in effect as at the date of this Agreement, shall be deducted in the period incurred. All
capital expenditures (e.g. expenditures giving rise to assets having a useful life in
excess of one year), shall be amortized on a straight line basis over a period of five
years.

18.4 Export Taxes

With the exception of taxes imposed on CONTRACTOR by the Bahrain
Income Tax Law under the terms of this Agreement, NOGA shall indemnify and hold
CONTRACTOR harmless from any duties, sales tax, or other taxes or other charges
in the nature of tax that might be imposed upon CONTRACTOR by the Kingdom of
Bahrain as result of CONTRACTOR exercising its right under Article 13.1(A) to
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export its share of Petroleum production under this Agreement. Such indemnity shall
not, however, extend to cover refined products.

18.5 Taxes on Abandonment Fund

All taxes or other levies imposed by the Kingdom of Bahrain on any amounts
paid into, or earned by, any Abandonment Fund under Article 22.6 shall be paid out
of the Abandonment Fund.

18.6 Stabilization

In the event that any changes to the laws, decrees, rules or regulations of the
Kingdom of Bahrain (including to the Bahrain Income Tax Laws or any application
thereof) excluding any such changes to HSE Laws/Regulations, result in a material
change in CONTRACTOR’s fiscal position with respect to this Agreement, this
Agreement shall be revised in order to provide for the restoration of
CONTRACTOR’s fiscal position to a level equivalent to what it would have been had
such change not occurred.

ARTICLE 19
IMPORT CUSTOMS AND DUTIES

19.1 Import Customs and Duties

(A) CONTRACTOR shall be solely responsible for the import and clearance
of equipment, materials, goods and supplies as may be required to
conduct Petroleum Operations in the Kingdom of Bahrain. Except as
otherwise provided below, or as otherwise specifically provided in this
Agreement, CONTRACTOR shall be subject to the laws of the Kingdom
of Bahrain in regard to customs and the payment of all applicable import
and export duties, including, but not limited to, any applicable
requirements with respect to the filing of customs and duty declarations,
the assessment of duties and the keeping of records for review by
authorized persons. CONTRACTOR shall file and NOGA shall arrange,
however, for CONTRACTOR to have the right to import, and export (as
applicable), such equipment, materials, goods and supplies (including
such equipment, materials and supplies provided by CONTRACTOR’s
subcontractors) under any applicable NOGA exemption from local
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customs duties or other charges on imports and on exports. NOGA shall
assist the CONTRACTOR in its applications for such exemptions and
CONTRACTOR shall indicate in the applications for such exemptions
that all such imports and/or exports are to be used/were used by the
CONTRACTOR in the Petroleum Operations and are consequently
entitled to enjoy such NOGA exemption. If permits for importation of
equipment, materials, goods and supplies under this Article 19.1(A)
include the obligation to re-export, CONTRACTOR shall timely comply
with such obligation. To the extent CONTRACTOR is unable to obtain
the said NOGA exemption from local customs duties or other charges on
imports and on exports as described herein, then CONTRACTOR shall
be entitled to recover any such charges, duties or fees from the Cost
Recovery Petroleum. Such NOGA exemptions shall not be available to
CONTRACTOR in regard to:

(1) equipment, goods, materials and supplies for the personal use
or consumption by the CONTRACTOR’s, or its
subcontractors’ employees, consultants, or their families;

(2) sedan cars, buses and trucks of less than three (3) tons capacity
including all vehicles used for employee transport;

3) duties payable on equipment, goods, materials and supplies
purchased within the Kingdom of Bahrain; or

4) goods and materials in respect of which customs duties have
already been paid by the local importer or agent;

all to the extent such goods and materials are utilized solely and
permanently for use in Petroleum Operations.

(B) In order to obtain the benefit of applicable NOGA exemptions as
described in Article 19.1(A) CONTRACTOR shall adhere to the
regulations and procedures relevant thereto as laid down by the Ministry
of Finance from time to time

(C)  Any subsequent sale or transfer of equipment, goods, materials or
supplies imported by CONTRACTOR under the exemption described in



hod z

2011 ;39316 usedll = 3020 1 3= cisle

20.1

Article 19.1(A) shall be reported within thirty (30) days of such sale or
transfer to the Ministry of Finance and to NOGA. Applicable local
customs duties, taxes or other charges shall thereupon be payable by the
CONTRACTOR on the value of such goods or materials as at the date of
such sale or transfer, and any applicable NOGA exemption shall not be
applicable.

ARTICLE 20

CURRENCY, BANKING, AND EXCHANGE CONTROL

Currency of Payments

Any payments to be made under this Agreement by CONTRACTOR to
NOGA, or by NOGA to CONTRACTOR, shall be made in Dollars (or such other
currency as may be agreed between the Parties). Such payments may be made by
certified cheques in favour of the Party concerned or, at the option of the receiving
Party, by electronic transfer of funds into a bank account (or accounts) designated by
the receiving Party.

20.2 CONTRACTOR’s Rights

Subject to the Kingdom of Bahrain’s laws of general application, NOGA shall
use reasonable efforts to procure that CONTRACTOR, its Affiliates, their
subcontractors, and their respective personnel engaged in Petroleum Operations shall
have the following rights during the term of this Agreement:

(A)

(B)

©

to open, maintain and operate bank accounts in foreign currencies both
inside, and outside, the Kingdom of Bahrain, and local currency bank
accounts within the Kingdom of Bahrain;

to import into the Kingdom of Bahrain funds in foreign currencies as
may be required for Petroleum Operations;

to purchase local currency with foreign currencies at the most favourable
exchange rate legally available to it (and in any event at a rate of
exchange no less favourable than the prevailing exchange rate of general
application determined by the National Bank of Bahrain or such other
financial institution as may be mutually agreed by the Parties), without
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deductions or fees other than usual and customary banking charges, as
may be necessary for Petroleum Operations and the performance of other
obligations of the CONTRACTOR hereunder;

(D) to convert local currency earned in connection with Petroleum
Operations into foreign currencies at the most favourable exchange rate
legally available to it (and in any event at a rate of exchange no less
favourable than the prevailing exchange rate of general application
determined by the National Bank of Bahrain or such other financial
institution as may be mutually agreed by the Parties), without deductions
or fees other than usual and customary banking charges;

(E)  to retain outside the Kingdom of Bahrain any payments received from
export sales of CONTRACTOR’s share of Natural Gas production under
this Agreement, without any obligation to convert any such payments
into local currency other than as may be required for operational
purposes;

(F)  to transfer outside the Kingdom of Bahrain foreign currency proceeds
generated within the Kingdom of Bahrain, or repatriate sums imported
pursuant to Article 20.2(B), that are in excess of its immediate local
requirements, subject to any applicable treaties between the Kingdom of
Bahrain and any other country with respect to payments between the
Kingdom of Bahrain and that country;

(G) to pay in foreign currencies partly or wholly outside the Kingdom of
Bahrain any salaries, allowances and other benefits due to its expatriate
employees assigned to work in the Kingdom of Bahrain for Petroleum
Operations, without the requirement that funds used in making such
payments must originate in the Kingdom of Bahrain; and

(H)  to pay directly outside the Kingdom of Bahrain in foreign currencies its
foreign contractors and sub-contractors working on Petroleum
Operations, without the requirement that funds used in making such
payments must originate in the Kingdom of Bahrain.
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21.1

ARTICLE 21

HEALTH, SAFETY AND ENVIRONMENTAL COMPLIANCE

(A)

CONTRACTOR’s Health, Safety and Environmental Obligations

In addition to CONTRACTOR’s obligations under Article 13.2,
CONTRACTOR shall take all actions necessary, including
implementation of the Good International Petroleum Industry Practices
for the prevention of pollution, contamination or any other environmental
damage to the environment, in order to prevent any harm to public health
and safety and any damage to the environment, including without
limitation the surface, subsurface, air, sea, springs or other freshwater
resources, animal life, plant life, crops and other natural resources and
property. In the furtherance of this obligation CONTRACTOR shall:

(D) follow the approved HSE Management System at all times
which shall be monitored by the Management Committee with
input from the HSE subcommittee to be formed by the
Management Committee;

(2) take all necessary remedial action to clean-up and otherwise
remedy any pollution or contamination of or other damage to
the environment resulting from Petroleum Operations to the
extent such pollution, contamination or other damage results
from or is attributable to any failure to comply with HSE
Laws/Regulations and Good International Petroleum Industry
Practices;

3) take all necessary precautions against fire and any spillage or
release of Petroleum and take all necessary remedial action to
clean-up and otherwise remedy any damage to the
environmental resulting from Petroleum Operations, whether or
not such damage is due to the fault of CONTRACTOR;

4) have in place at all times an emergency plan (the “Emergency
Plan”) for dealing with spills, fires, release of Petroleum,
accidents and other emergencies, designed to achieve rapid and
effective emergency response;
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(5) design and operate all facilities, infrastructure and related assets
installed by CONTRACTOR within the Deep Gas Contract
Area and utilised for Petroleum Operations consistent with the
HSE Management System;

(6) take into consideration, where applicable, the standards in
BAPCO’s HSE policy; and

(7 comply with all HSE Laws/Regulations including all or any
permits, consents, licences, authorisations, registrations and
approvals required under the HSE Laws/Regulations.

(B) CONTRACTOR shall submit a draft of its proposed HSE Management
System (incorporating the Emergency Plan) to the Management
Committee for approval with the first Development Plan and the
Management Committee shall advise CONTRACTOR of its approval or
disapproval of CONTRACTOR’s proposed HSE Management System
within ninety (90) days from the receipt of such proposal. The
Management Committee and the HSE subcommittee shall from time to
time review details of the HSE Management System (including following
the submission of additional Development Plans) and CONTRACTOR’s
implementation and fulfilment thereof. In preparing the HSE
Management System CONTRACTOR shall take into consideration,
where applicable, the following standards:

(1) International Association of Oil and Gas Producers (IAOGP)
Reports — Safety;

(2) International Association of Drilling Contractors (IADC) —
Drilling Safety Manual;

3) International Association of Geophysical Contractors (IAGC) —
Operations Safety Manual;

(4) A American Conference of Governmental Industrial Hygienists
— Threshold Limited Values for Chemical Substances in the
Work Environment;
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©

(D)

(%) requirements of the Environmental Protection Agency in the
United States of America in respect of deep tight gas petroleum
operations;

(6) BAPCO’s HSE policy requirements; and
(7) all HSE Laws/Regulations including:

1)) Ministerial Order No.1 of 1998 in respect of
Environmental Assessment of Projects;

1)) Ministerial Order No. 10 of 1999 and its amendments
Environmental Standards (Air & Water);

III)  Ministerial Order No. 10 of 2006 with respect to Air
Pollutant Emissions;

IV)  Ministerial Order No. 3 of 2006 with respect to
Management of Hazardous Materials; and

V) Ministerial Order No. 4 of 2006 with respect to
Management of Hazardous Chemicals.

As part of the HSE Management System, CONTRACTOR shall establish
and implement a program for regular HSE audits which shall be carried
out in the conduct of Petroleum Operations. The purpose of such HSE
audits is to periodically review HSE systems and procedures, including
actual practice and performance, to verify that the HSE aspects of the
HSE Management System are being implemented in accordance with the
policies and standards of the HSE Management System.
CONTRACTOR shall, at a minimum, conduct such an HSE audit in
accordance with the HSE Management System. NOGA and/or BAPCO
shall have the right to participate in any HSE audit carried out by
CONTRACTOR.

CONTRACTOR shall as a Reasonable and Prudent Operator ensure that
its employees, contractors and subcontractors undertaking Petroleum
Operations manage HSE issues in a manner consistent with the
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requirements of this Article 21. Without limitation to the preceding
sentence, CONTRACTOR shall ensure that all contracts entered into
between CONTRACTOR and its subcontractors relating to Petroleum
Operations shall include the provisions describing the requirements for
CONTRACTOR’s implementation of pertinent environmental plans.

(E) CONTRACTOR shall establish and enforce rules and policies for its
employees, contractors and subcontractors undertaking Petroleum
Operations which are consistent with those generally followed in the
international petroleum industry under similar circumstances.

(F) Upon reasonable advance notice to CONTRACTOR, NOGA shall have
the right, at its own risk and expense, to conduct its own HSE audits or
other investigations, provided that any such audit or other investigations
shall be conducted in such a way that minimizes interference with the
Petroleum Operations.

(G) CONTRACTOR shall, using Good International Petroleum Industry
Practices, engage a recognized international environmental consulting
firm selected by CONTRACTOR and acceptable to NOGA and approved
by the General Directorate of Environment and Wildlife Protection to
conduct and complete in accordance with Good International Petroleum
Industry Practices and applicable HSE Laws/Regulations:

(1) an initial baseline environmental survey of the specific area of
influence of any significant new Petroleum Operation such as
seismic acquisition, drilling and development operations (a
“Project”) in order to determine the status of the environment,
human beings and local communities, the flora and fauna in the
specific area of influence of such Project as soon as possible
following the Effective Date; and

2) a final baseline environmental survey of the specific area of
influence of any Project in order to determine the status of the
environment, human beings and local communities, the flora
and fauna in the specific area of influence of such Project as of
the third anniversary of the Effective Date provided that the
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(H)

Q)

Management Committee sets the scope of such baseline
environmental survey at the relevant time.

CONTRACTOR shall, using Good International Petroleum Industry
Practices, conduct environmental impact assessments in accordance with
the requirements of Ministerial Order No.l of 1998 in respect of
Environmental Assessment of Projects before conducting a Project and
before undertaking any major changes to existing Project, in each case in
accordance with the HSE Management System and relevant HSE
Laws/Regulations, in order to determine the likely effect on the
environment, human beings and local communities, the flora and fauna in
the pertinent portion of the Deep Gas Contract Area and in the adjoining
or neighbouring areas as a consequence of such Petroleum Operations.
CONTRACTOR shall provide any such environmental impact study,
along with the environmental plan as described in Article 21.1(K), to
NOGA, the HSE sub-committee of the Management Committee and also
obtain prior approval to commence any activities from the General
Directorate of Environment and Wildlife Protection as per the
requirements of the Ministerial Order No.l of 1998 in respect of
Environmental Assessment of Projects.

CONTRACTOR shall ensure that:

(D the pertinent environmental impact assessments and
environmental plans are provided to its employees and to its
subcontractors in order to ensure their awareness of the
measures and methods of environmental protection required to
be used in carrying out the Petroleum Operations; and

(2) the contracts entered into between CONTRACTOR and its
subcontractors relating to Petroleum Operations shall include
the  provisions  describing  the  requirements  for
CONTRACTOR'’s implementation of pertinent environmental
plans.
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) While conducting Petroleum Operations CONTRACTOR shall:

(1) ensure that the storage, transport, disposal and/or discharge of
all substances associated with Petroleum Operations shall be
undertaken in a safe and environmentally sound manner and in
accordance with the HSE Management System and relevant
HSE Laws/Regulations; and

(2) take all measures reasonably possible to prevent any damage of
any kind to any Petroleum-bearing formations which may be
encountered while drilling operations are in progress or upon
Abandonment of any well. CONTRACTOR shall also carefully
preserve the Shuaiba aquifer and any fresh water sources
discovered in the course of such operations and shall promptly
provide NOGA with a description of the locations of such
sources along with all pertinent data.

(K) CONTRACTOR shall also, prior to performing any Project undertake
such measures as are prescribed in the HSE Management System and
relevant HSE Laws/Regulations in respect of the prevention of pollution
or contamination of or other environmental damage and for carrying out
site restoration activities. All such measures shall be followed in order to
minimize pollution or contamination or other environmental damage and
shall include the following, to the extent appropriate to the respective
study taking into account the type of operations to which such
environmental plan relates:

(1) proposed access cutting and safe disposal of any waste arisings
as per the requirements of Ministerial Order No. 3 of 2006 with
respect to the Management of Hazardous Materials;

(2) clearing and timber salvage;
3) wildlife and habitat protection;
(4) fuel storage and handling;

(%) use of explosives;
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(L)

(6) camps and staging;

(7) liquid and solid waste disposal as per the requirements of
Ministerial Order No. 3 of 2006 with respect to the
Management of Hazardous Materials;

(8) cultural and archaeological sites;

9) selection of drilling sites;

(10) terrain stabilization;

(11)  protection of freshwater horizons;

(12)  blow out prevention plan;

(13)  flaring during completion and testing of wells;

(14) abandonment of wells, facilities and the Deep Gas Contract
Area and adjacent areas affected by Petroleum Operations;

(15) rig dismantling and site completion;

(16) noise control;

(17)  debris disposal; and

(18)  protection of natural drainage and water flow.

If NOGA is reasonably of the opinion that any facilities or other
installations of CONTRACTOR, or any Petroleum Operations conducted
by CONTRACTOR, are endangering or may endanger persons or any
property of any person, or are causing or may cause pollution, or are
harming or may harm fauna or flora or the environment to an
unreasonable degree or otherwise to an extent that is not allowed or
permitted under HSE Laws/Regulations, NOGA may require
CONTRACTOR to take remedial measures according to a schedule
proposed by NOGA that is reasonable in accordance with the
circumstances. NOGA may also require CONTRACTOR to discontinue
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Petroleum Operations in whole or in part to the extent required in
accordance with the circumstances until CONTRACTOR has taken such
remedial measures.

(M) In the event that CONTRACTOR fails to perform such remedial
measures then NOGA, after giving CONTRACTOR reasonable notice,
may take any action which may be necessary in the circumstances and
CONTRACTOR shall then be responsible to reimburse NOGA, within
seven (7) days after having received from NOGA an accounting of any
such expenditures, for the full cost reasonably incurred by NOGA
exceeding any amount for which CONTRACTOR otherwise would have
been indemnified in this Article 21.1(M).

(N) In the event of a natural gas and/or oil spill, fire, accident, or other
emergency arising from Petroleum Operations CONTRACTOR shall
immediately notify NOGA, BAPCO, the operator of the Bahrain field
(from time to time) and Ministry of the Interior Civil Defence Directorate
shall promptly implement the applicable provisions of the HSE
Management System in respect of natural gas or oil spill and incident
contingency planning, and shall clean-up or otherwise remedy the
pollution, contamination and/or other damage. The order of priority for
actions shall be the protection of: (i) life; (ii) the environment; and (iii)
property. In the event that CONTRACTOR fails to perform these
obligations then NOGA, after giving CONTRACTOR reasonable notice
in the circumstances, may take any action which may be necessary and
CONTRACTOR shall then be responsible to reimburse NOGA, within
thirty (30) days after having received from NOGA an accounting of any
such expenditures, for the full cost reasonably incurred by NOGA
together with such interest as may be determined in Appendix D of this
Agreement.

(O) CONTRACTOR shall be responsible for and shall fully indemnify
NOGA and the Kingdom of Bahrain from and against any loss, cost,
liability, claim, damage or expense whatsoever arising out of any
environmental pollution or other damage to the environment resulting
from Petroleum Operations whether or not such pollution or other
damage is due to the negligence of CONTRACTOR, its agents,
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(P)

Q)

subcontractors or other representatives. Further the CONTRACTOR
shall use its best endeavours to mitigate and remedy the effect of any
such pollution or damage to the environment in accordance with Good
International Petroleum Industry Practices.

The Parties acknowledge and agree that conducting Petroleum
Operations in compliance with HSE Laws/Regulations is of fundamental
importance to the Kingdom of Bahrain and furthermore any breach of
this Article 21 shall be considered a Material Breach by
CONTRACTOR.

The obligations and liability of CONTRACTOR for any environmental
pollution, contamination or other damage to the environment (including
damage to air, water, groundwater and soil) hereunder shall be limited to
damage to the environment which:

(1) occurs after the Effective Date; and
(2) results from any act or omission of CONTRACTOR.

In no event shall CONTRACTOR be liable for indirect or consequential
damages or losses save to the extent of any such indirect or
consequential damages or losses that are the subject of any award or
settlement in favour of any Third Party who has incurred or suffered
such damages or losses.

ARTICLE 22
USE, OWNERSHIP, AND ABANDONMENT OF ASSETS

22.1 Use of existing infrastructure

NOGA shall use reasonable efforts to obtain for CONTRACTOR, in
connection with CONTRACTOR’s share of Natural Gas production, access to all
existing production, transportation, treatment and export facilities and other
infrastructure up to the Point(s) of Delivery in the Kingdom of Bahrain on terms no
less favourable to the CONTRACTOR than those associated with any other bona fide
arm’s length user of such facilities and infrastructure. CONTRACTOR shall use
reasonable efforts to utilize for Petroleum Operations existing transportation,
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treatment and export facilities and other infrastructure in the Kingdom of Bahrain, to
the extent they are available on terms no less favourable to the CONTRACTOR than
those associated with any other bona fide arm’s length user of such facilities and
infrastructure.

22.2  NOGA Rights to CONTRACTOR Assets

All CONTRACTOR rights, title, and interest to: (i) assets brought into the
Kingdom of Bahrain, by CONTRACTOR for Petroleum Operations, other than such
assets brought into the Kingdom of Bahrain on a temporary entry basis; or (ii) assets
acquired by CONTRACTOR within the Kingdom of Bahrain, shall be subject to the
following:

(A)  on the date that the acquisition of any land, or any related rights, acquired
by CONTRACTOR for Petroleum Operations becomes effective, NOGA

shall have the right to require CONTRACTOR to transfer to NOGA, free
of any charges or encumbrances, all rights, title, and interest to such land;

(B)  on and from the date that the acquisition of data and other information
(including documents, reports, cutting samples, open hole logs, velocity
data, etc) in relation to the interval between the surface and the base
Unayzah formation (the ‘“Shallow Reservoirs”) acquired by
CONTRACTOR in connection with Petroleum Operations becomes
effective until the expiry or earlier termination of this Agreement,
CONTRACTOR shall transfer to NOGA, free of any charges or
encumbrances, all rights, title and interest to such data and other
information; and

(C) upon the expiry or earlier termination of this Agreement,
CONTRACTOR shall transfer unconditionally and immediately to
NOGA, free of any charges or encumbrances, all rights, title, and interest
to any asset(s) (other than land and data and other information transferred
to NOGA in accordance with Articles 22.2(A) and (B)), whether fixed or
moveable, acquired and owned by the CONTRACTOR for use in
Petroleum Operations either inside or outside the Deep Gas Contract
Area.
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22.3 Third Party Access to Assets

If any assets are not needed by the CONTRACTOR on an exclusive basis for
Petroleum Operations, and if the joint use thereof by the CONTRACTOR and Third
Parties designated by NOGA would not harm, prejudice, hinder, delay or otherwise
materially interfere with Petroleum Operations hereunder, then the CONTRACTOR
shall make such assets available for use by such Third Parties. Use of such assets
shall be subject to the conclusion of a written agreement between the CONTRACTOR
and such Third Parties (subject to prior approval by the NOGA), defining their
respective rights, obligations and liabilities in consequence of such joint use thereof
and provided that any payment received by CONTRACTOR from such Third Parties
in respect of the access to and/or use of such assets shall be credited to the Operating
Account.

22.4 Sale of Surplus Assets

CONTRACTOR may sell within the Kingdom of Bahrain any surplus assets of
any nature no longer required for Petroleum Operations, other than those brought into
the Kingdom of Bahrain on temporary entry basis, by giving notice to NOGA
describing such assets. NOGA may, by giving CONTRACTOR notice within thirty
(30) days of CONTRACTOR’s notice, buy such assets by paying CONTRACTOR
the net book value of the asset. In such an event NOGA shall be responsible for
Abandoning such asset and the CONTRACTOR shall have no further liability in
regard to such Abandonment. If NOGA does not so respond to CONTRACTOR
within such thirty (30) day period then CONTRACTOR shall be free to sell such
assets to a Third Party at a negotiated price. In either event the asset sold and the
unrecovered net book value of the asset will be removed from the Petroleum Cost
Account. Any positive difference between the proceeds of sale and the net book value
of the asset shall be credited against Petroleum Costs due for cost recovery in the
Calendar Quarter of the asset sale. However, should CONTRACTOR sell such assets
at a price lower than the net book value, any loss shall be for the sole account of
CONTRACTOR. Any such sale shall be subject to:

(A) the Third Party buyer(s) paying any applicable customs duties not
previously paid by CONTRACTOR;

(B)  the Third Party buyer(s) agreeing to be bound, to the benefit of NOGA,
by CONTRACTOR’s Abandonment obligations as described in this
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Agreement, and with NOGA being provided with a copy of such
agreement; and

agreement by NOGA, which shall not be unreasonably withheld, that
such buyer’s Abandonment obligations are subject to adequate security.

22.5 Abandonment

(A)

Upon: (i) CONTRACTOR’s voluntary decommissioning of an asset;
(i1)) CONTRACTOR’s partial relinquishment of the Deep Gas Contract
Area; (iii) early termination of this Agreement; or (iv) expiry of this
Agreement, CONTRACTOR shall:

(D) consult with NOGA on the terms and conditions of any and all
Abandonment activities proposed to be undertaken by
CONTRACTOR, including Abandonment activities pursuant to
an Abandonment plan, prior to proposing such Abandonment
activities to the Management Committee (in an Annual Work
Programme and Budget or an Abandonment Plan, as
applicable);

2) remove relevant fixed assets, equipment, facilities and
installations in a manner consistent with Good International
Petroleum Industry Practices and according to an Abandonment
plan approved by the Management Committee in consultation
with  NOGA, which approval shall not be unreasonably
withheld, and pursuant to, in the case of fixed assets, such
Abandonment plan; and

3) perform all necessary site restoration in accordance with the
Good International Petroleum Industry Practices and in a
manner approved by the Management Committee in
consultation with NOGA, and pursuant to, in the case of fixed
assets, the associated Abandonment plan proposed by
CONTRACTOR and approved by the Management Committee
in accordance with Article 22.5(A) above, and take all other
action necessary to prevent hazards to human life, to property,
or the environment.
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(B)

Under no circumstances shall any expenditures incurred by
CONTRACTOR in performing any Abandonment work approved in the
relevant Contract Year’s Annual Work Programme and Budget in
relation to the Development Area containing the Jauf Discovery be cost
recoverable per the terms of this Agreement.

22.6 Abandonment Fund

(A)

(B)

©)

In order to finance the decommissioning of all fixed assets such as
gathering facilities, wells, pipelines, separating and/or processing
facilities and terminals, the Parties shall open, in regard to each
Development Plan, a joint escrow account at a bank of good international
repute to be agreed to by the Management Committee. This account shall
be known as the “Abandonment Fund” for the associated Development
Plan and shall be administered for value. The structure of the escrow
account and the terms for the administration of the Abandonment Fund
monies shall be agreed to by the Management Committee. All monies
allocated to the Abandonment Fund shall be classified as Operating
Costs. The first Abandonment Fund shall be designed to also finance, as
may be applicable, the Abandonment of the any wells drilled prior to
approval of the first Development Plan. In no event shall an
Abandonment Fund exceed ten percent (10%) of all capital costs incurred
in the associated Development Plan.

CONTRACTOR shall commence making contributions to the
Abandonment Fund in the first Calendar Quarter following the earlier of
(i) the Calendar Quarter when seventy percent (70%) of Petroleum
reserves identified in the associated Development Plan have been
recovered and (ii) the start of the fifteenth (15”’) Contract Year.

CONTRACTOR shall transfer funds on a Calendar Quarterly basis to the
Abandonment Fund according to the following formula:
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QAT = ((COA x (ERCE/EUR) x (PARES/ARES)) — CAF

where:

QAT is the amount of funds to be transferred to the Abandonment
Fund for that Calendar Quarter;

COA is the estimated cost of Abandonment operations established
pursuant to Article 22.5, up to the limit established in Article
22.6(A);

EUR is the expected ultimate recovery for the Development Area;

ERCE s the expected recovery for the Development Area at the
end of the Term;

ARES is the estimated Petroleum reserves remaining to be
recovered from the Development Area from the end of the
Calendar Quarter in which the Abandonment Fund was
opened until the end of the Term;

PARES is the cumulative production of Petroleum from the
Development Area from the end of the Calendar Quarter in
which the Abandonment Fund was opened; and

CAF is the Abandonment Fund balance at the end of the previous
Calendar Quarter.

(D) If, at any time prior to the termination of this Agreement,
CONTRACTOR intends to Abandon any fixed asset located either
within the Contract Area or in a relinquished area, then CONTRACTOR
shall give timely notice to NOGA prior to such Abandonment and
consult with NOGA on the specific details of the proposed Abandonment
(including the allocation of the associated Abandonment Fund to each
fixed asset). NOGA may elect, within thirty (30) days of such notice, to
take ownership of such asset by paying CONTRACTOR the net book
value of such asset. In the event of such an election by NOGA the
appropriate portion of the associated Abandonment Fund shall be



(4

2011 ;39316 usedll = 3020 1 3= cisle

(E)

(F)

(&)

transferred to NOGA at the time NOGA commences decommissioning of
such fixed asset or termination of this Agreement, whichever comes first.

Upon the expiry or early termination of this Agreement, CONTRACTOR
shall notify NOGA of all fixed assets and consult with NOGA on the
specific details of the proposed Abandonment (including the allocation of
the associated Abandonment Fund to each fixed asset). NOGA may elect,
within thirty (30) days such notice, to take ownership of any asset(s) with
no consideration payable by NOGA to CONTRACTOR. An appropriate
portion of the Abandonment Fund, in accordance with the respective
assets to be Abandoned, shall be determined by the Management
Committee and shall be transferred to CONTRACTOR or to NOGA, as
the case may be, whichever is responsible for Abandoning such fixed
assets. If NOGA elects to continue to use or to Abandon any fixed assets,
then NOGA may Abandon such fixed assets as and when it decides.
Abandoning of any fixed assets, by CONTRACTOR, shall be in
accordance with all applicable laws and Good International Petroleum
Industry Practices.

In the event there are insufficient funds in the Abandonment Fund to
enable CONTRACTOR to complete Abandonment operations for which
CONTRACTOR is responsible, CONTRACTOR shall, in spite of any
applicable termination of this Agreement, continue to remain responsible
for the completion of such Abandonment at its sole cost, and shall
indemnify NOGA from and against any loss, damage or liability of any
nature whatsoever connected with such fixed assets.

If NOGA takes ownership of any fixed assets pursuant to Articles
22.2(C), 22.6(D) or 22.6(E), then CONTRACTOR shall be released from
all responsibility and liability pertaining to such fixed assets, inclusive of
the obligation to pay any additional funds should there be insufficient
funds in an Abandonment Fund on and from the date on which NOGA
takes ownership of such fixed assets. NOGA shall indemnify the
CONTRACTOR from and against any loss, damage or liability of any
nature whatsoever connected with such fixed assets arising on or after the
date on which NOGA takes ownership of such fixed assets.
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(H)  Not later than one (1) year prior to the Calendar Year in which the earlier
of (i) seventy percent (70%) of the Petroleum reserves identified in a
Development Plan are expected to be recovered and (ii) the start of the
fifteenth (15th) Contract Year, CONTRACTOR shall propose an
associated Abandonment plan and an estimate of the cost of
Abandonment operations for approval by the Management Committee.
Thereafter CONTRACTOR shall annually examine the estimated costs
of the associated Abandonment plan and, if appropriate, revise the
estimate, and any such revisions shall be submitted for approval by the
Management Committee.

D In the event that there are excess funds in any applicable Abandonment
Fund following completion of all Abandonment operations in regard to a
Development Area, then such excess shall be distributed between NOGA
and CONTRACTOR in proportion to the ratio of Profit Non-Associated
Gas received by them from the associated Development Area during the
preceding ten (10) years.

ARTICLE 23
PREFERENCE FOR LOCAL SERVICES, GOODS, AND EMPLOYEES

23.1 Preference for Local Services and Facilities

(A) CONTRACTOR shall use NOGA/BAPCO services and facilities for
Petroleum Operations available as of the Effective Date to the extent that
they are acceptable for the intended purposes and are available from
NOGA/BAPCO and on terms that are no less favourable to
CONTRACTOR than those otherwise available from Third Parties in the
Kingdom of Bahrain. CONTRACTOR has the right, in the context of any
such services and facilities available from NOGA/BAPCO, to terms no
less favourable to the CONTRACTOR than those agreed with any other
non-Affiliate of NOGA using such services and/or facilities.

(B)  Subject to Article 23.1(A), CONTRACTOR shall select subcontractors
for the supply of services required for Petroleum Operations from among
companies that are nationals of the Kingdom of Bahrain, or companies
that are controlled by persons who are nationals of the Kingdom of
Bahrain, provided that:
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©)

(1

2

3)

such companies can demonstrate that they have the capability
to deliver such services according to the necessary standard on
a timely basis;

the cost of such services from such a company does not exceed
the cost of such services available from other companies by
more than ten percent (10%); and

the terms and conditions, other than price, applicable to such
services are substantially competitive with those available from
other companies.

Subject to Article 23.1(A), CONTRACTOR shall have the right to
engage the services of any Affiliates of CONTRACTOR or NOGA, and
other persons of its own choosing, as subcontractors for the carrying out
of Petroleum Operations as long as the costs of such services are
substantially competitive with those available from other companies.

23.2 Preference for Local Goods

(A)

CONTRACTOR shall select vendors for the supply of goods required for
Petroleum Operations from among companies that are nationals of the
Kingdom of Bahrain, or companies that are controlled by persons who
are nationals of the Kingdom of Bahrain, provided that:

(1

2

A3)

such companies can demonstrate that they have the capability
to deliver such goods according to the necessary standard on a
timely basis;

the cost of such services from such a company does not exceed
the cost of such goods available from other companies by more
than ten percent (10%); and

the terms and conditions, other than price, applicable to such
goods are substantially competitive with those available from
other companies.
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(B) CONTRACTOR shall give first priority to such companies that
manufacture the required goods in the Kingdom of Bahrain, provided
that they meet the criteria as is described above in this Article 23.2.

23.3  Obligations under Bilateral and Multilateral Treaties

The application of Articles 23.1 and 23.2 shall be without prejudice to the
Kingdom of Bahrain’s obligations under bilateral and multilateral treaties which
are in force in the Kingdom of Bahrain.

23.4 Preference for Local Employees

(A)  Subject to the Labour Laws of the Kingdom of Bahrain and any
executive decisions issued by the Ministry of Labour arising therefrom,
CONTRACTOR shall employ nationals of the Kingdom of Bahrain for
the implementation of Petroleum Operations provided that:

(1) such persons have the required qualifications;

(2) the cost associated with the employment of such persons does
not substantially exceed the cost of employment of qualified
persons from other countries; and

3) the terms and conditions, aside from price, applicable to the
employment of such persons are substantially competitive with
those available in connection with persons from other countries.

(B) In the event that insufficient numbers of qualified nationals of the
Kingdom of Bahrain are available for the implementation of Petroleum
Operations then the CONTRACTOR shall employ nationals of other
Gulf Cooperation Council nationals on the same basis as is described
above in this Article 23.4.

(C)  In the event that insufficient numbers of qualified nationals of other Gulf
Cooperation Council nations are available for the implementation of
Petroleum Operations then the CONTRACTOR may employ nationals of
other countries.
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24.1

ARTICLE 24
TRAINING AND TRANSFER OF TECHNOLOGY

Training

(A)

(B)

CONTRACTOR shall provide training for nationals of the Kingdom of
Bahrain, including both nationals of the Kingdom of Bahrain employed
by CONTRACTOR as well as employees of NOGA. CONTRACTOR
shall make annual expenditures for this purpose of (i) no less than fifty
thousand Dollars ($50,000) prior to CONTRACTOR’s submission of the
first Development Plan to the Management Committee for approval, and
(ii) no less than one hundred thousand Dollars ($100,000) subsequent to
such submission. Such annual expenditure shall be clearly stated in the
relevant Annual Work Programme and Budget. Such annual expenditure
shall be in accordance with a training plan that shall be included as part
of the relevant Annual Work Programme and Budget and approved by
the Management Committee. Such expenditures shall be classified as
follows:

(1) Exploration Expenditures if they were made prior to
CONTRACTOR’s submission of the first Development Plan to
the Management Committee for approval;

(2) Development Costs if they were made after CONTRACTOR’s
submission of the first Development Plan to the Management
Committee for approval; or

3) Operating Costs if they are made after the first Petroleum
Production Commencement Date, as appropriate.

It is recognised that this Agreement has been entered into by the Parties
with the intention of giving effect to certain principles relating to the
Bahrainization of the project at all levels of Petroleum Operations,
including the following:

(1) The Parties recognise that the success of the project will rely
heavily upon CONTRACTOR’s ability to train and develop a
sufficient number of highly qualified Bahrainis to fill positions
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which arise in the conduct of Petroleum Operations by
CONTRACTOR.

(2) CONTRACTOR will implement an annual plan, in a form
acceptable to NOGA and in accordance with Article 24.1(A), to
ensure that Bahrainis develop expertise in each of the areas
necessary to implement the Petroleum Operations undertaken

by CONTRACTOR.

3) After approval of a Development Plan, CONTRACTOR shall,
from time to time, identify Bahraini employees of
CONTRACTOR or, in consultation with NOGA, Bahraini
employees of NOGA and NOGA'’s Affiliates, for managerial
positions and above within the Petroleum Operations
undertaken by CONTRACTOR with particular attention to
such employees filling critical senior positions and shall
provide access to suitable leadership and management training
programs for employees including cross-posting and training
within and outside of Petroleum Operations within the
Kingdom of Bahrain as appropriate.

(4) CONTRACTOR shall, at all times during the Term, maintain a
high level of training and development programmes for
Bahraini employees of CONTRACTOR through a proper
assessment of performance and identification of gaps in skills
required to assume responsibility of operations in the
Development Plan(s) proposed by CONTRACTOR to the
Management Committee for approval.

24.2 Transfer of Technology

CONTRACTOR shall apply in Good International Petroleum Industry Practices
the Petroleum Operations, including: exploration technology; development
technology, including technology that can improve the economic yield or performance
of Petroleum reservoirs; and proprietary and/or patented technology.
CONTRACTOR shall transfer such technology by way of an element of the
respective training and development programmes pursuant to Article 24.1. If any such
proprietary or patented technology is restricted by a Third Party then CONTRACTOR
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shall, to the extent reasonably possible, attempt to obtain permission for the transfer of
such restricted technology. The technology transferred under this Agreement shall
remain the exclusive property of the owner; either the CONTRACTOR, one or more
of its Affiliates or a Third Party; as applicable, and shall be subject to the
confidentiality restrictions described in Article 26.3.

24.3 Social Contribution Fund

(A)  During the term of this Agreement, CONTRACTOR shall create a Social
Contribution Fund to which it will contribute the amounts detailed below
in each Contract Year. The Social Contribution Fund shall be applied
towards causes identified by NOGA including social, educational, health
or other similar projects in the Kingdom of Bahrain.

R Factor CONTRACTOR’s
contribution
(Dollars per Contract Year)

< 1.00 $0
1.00-1.50 $1,000,000
1.51-1.75 $1,500,000
1.76-2.00 $2,000,000

>2.00 $2,500,000

(B) CONTRACTOR shall not be required to make any contribution to the
Social Contribution Fund until the Contract Year following the first (1st)
Calendar Quarter in which the R Factor is greater than 1.0.

(C)  The application of the Social Contribution Fund shall be supervised by
NOGA in coordination with the appropriate authorities in the Kingdom
of Bahrain.
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(D)  Contributions to the Social Contribution Fund shall be cost recoverable
as Operating Costs pursuant to Article 14.

ARTICLE 25
LIABILITIES, INDEMNIFICATION AND INSURANCE

25.1 Liabilities and Indemnification

Except as otherwise set forth in this Agreement:

(A) NOGA, the Government, their Affiliates, its Affiliates, sub-contractors,
and their respective management and personnel (the “NOGA Group”)
shall not be liable for and CONTRACTOR shall indemnify and hold
NOGA Group harmless from and against any and all injury, sickness,
death, loss, action, claim, damage, cost, liability or expense (including
loss of or damage to equipment, property and materials), howsoever
caused arising out of or related to Petroleum Operations conducted by or
on behalf of CONTRACTOR, even if accidental, save and to the extent
that such injury, sickness, death, loss, action, claim, damage, cost,
liability or expense has been caused by the negligence or wrongful act of
any member(s) of NOGA Group.

(B) NOGA shall indemnify and hold CONTRACTOR, its Affiliates, sub-
contractors, and their respective management and personnel (the
“CONTRACTOR Group”) harmless from and against any and all such
injury, sickness, death, loss, action, claim, damage, cost, liability or
expense (including loss of or damage to equipment, property and
materials) to the extent caused by such negligence or wrongful act on the
part of any member(s) of NOGA Group.

25.2 CONTRACTOR responsibility for loss of Natural Gas

Subject to Articles 25.1(A) and 25.3, CONTRACTOR shall be responsible
for all losses of Natural Gas that result from CONTRACTOR’s Wilful Misconduct.
NOGA may by written notice to CONTRACTOR at any time cause any such loss to
be applied to reduce CONTRACTOR’s share of Profit Non-Associated Gas.
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25.3 Consequential losses

Without prejudice to laws of the Kingdom of Bahrain, in no event shall
NOGA or CONTRACTOR be liable to the other for any indirect or consequential loss
or damage arising out of or related to this Agreement, including inability to produce
Natural Gas, lost production or loss of or delay in production of Natural Gas.

25.4 Contractor’s Insurance

Without prejudice to CONTRACTOR s liabilities as described in Article 25.1,
CONTRACTOR shall, during the term of this Agreement, maintain and obtain
insurance coverage for and in relation to Petroleum Operations for such amounts and
against such risks as are prudently insured in accordance with Good International
Petroleum Industry Practices, including but not limited to CONTRACTOR’s
indemnity obligations as are described in Article 25.1. CONTRACTOR shall consult
NOGA on the proposed insurance programme (including the limits, coverage,
deductibles and other terms thereof and the specific risks against which
CONTRACTOR does not propose to procure insurance cover and against which
CONTRACTOR shall self insure and be fully liable) to ensure that the proposed
insurance programme provides sufficient coverage in the reasonable opinion of both
CONTRACTOR and NOGA. CONTRACTOR shall, within ninety (90) days of the
Effective Date, submit to the Management Committee for approval such a proposed
insurance programme — inclusive of limits, coverage, deductibles and other terms
thereof. CONTRACTOR shall, within sixty (60) days of approval of the insurance
programme by the Management Committee, provide to the Management Committee
certificates evidencing that the applicable coverage is in effect and shall provide an
undertaking to NOGA stating that CONTRACTOR shall self insure and be fully
liable for any risks as are prudently insured in accordance with Good International
Petroleum Industry Practices against which CONTRACTOR does not procure
insurance. CONTRACTOR shall also submit to the Management Committee for
approval any proposed subsequent insurance programme not less than sixty (60) days
prior to any renewal. CONTRACTOR shall provide to NOGA copies of applicable
certificates within thirty (30) days of any request made by NOGA. Such insurance
policies shall name NOGA and the Government as additional insureds (or as
additional “loss payees”), shall waive subrogation against NOGA and the
Government, and shall provide that they may not be cancelled except upon thirty (30)
days prior notice to NOGA. CONTRACTOR shall actively pursue any claims against
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insurers. Any amount received by CONTRACTOR from such insurance shall be
applied and accounted for in accordance with the Accounting Procedure.
CONTRACTOR shall not self-insure or insure through Affiliates without the specific
prior approval of NOGA. CONTRACTOR may use its normal worldwide insurance
programmes and coverage to satisfy these insurance obligations only with the specific
prior written approval of NOGA. Such insurance shall, without prejudice to the
generality of the foregoing, cover:

(A) loss or damage to all installations, equipment and other assets for so long
as they are used in or in connection with Petroleum Operations;

(B)  loss, damage or injury caused by pollution in the course of or as a result
of Petroleum Operations;

(C)  loss of any property or damage or bodily injury suffered by any party in
the course of or as a result of Petroleum Operations;

(D)  any claim for which any member of NOGA Group may be liable relating
to the loss of property or damage or bodily injury suffered by any party
in the course of or as a result of Petroleum Operations for which
CONTRACTOR is liable to indemnify NOGA Group under Article 25.1;

(E)  the cost of cleaning up operations following any accident in the course of
or as a result of Petroleum Operations; and

(F) loss of Natural Gas that has been produced to the surface, nominating
CONTRACTOR and NOGA as joint beneficiaries.

25.5 Sub-Contractor Insurance

CONTRACTOR shall be responsible for its subcontractors obtaining and
maintaining insurance as described Article 25.4, and discharging to NOGA the
obligations described in Article 25.4, applied mutatis mutandis to such subcontractors.
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26.1

ARTICLE 26
DATA, INFORMATION AND CONFIDENTIALITY

Data and Information relating to the Deep Gas Contract Area

(A)

(B)

©

Without prejudice to the laws of the Kingdom of Bahrain and subject to
any applicable confidentiality agreements entered into by NOGA,
CONTRACTOR shall have access to, in an original or reproducible form
of good quality and on tape or other media (including electronic or
computer records) where relevant, all geological, geophysical,
petrophysical, engineering, well, production and other information and
data relating to the Deep Gas Contract Area obtained by NOGA and/or
BAPCO prior to the Effective Date of this Agreement.

CONTRACTOR shall record, in an original or reproducible form of good
quality and on tape or other media (including electronic or computer
records) where relevant, all geological, geophysical, petrophysical and
engineering information and data relating to the Deep Gas Contract Area
obtained by CONTRACTOR in the course of conducting Petroleum
Operations and shall deliver a copy of all such information and data,
including the interpretation thereof and logs, tests and records of wells,
and any other information obtained by CONTRACTOR consistent with
Good International Petroleum Industry Practices, to NOGA as soon as
reasonably possible after the same has come into the possession of
CONTRACTOR.

CONTRACTOR shall keep logs and records of the drilling, deepening,
plugging or decommissioning of wells consistent with Good International
Petroleum Industry Practices and containing particulars of:

(1) the strata through which the well was drilled;

(2) the casing, drill pipe, tubing and down-hole equipment run in
the well and modifications and alterations thereof;

3) Petroleum, water and valuable mineral resources encountered,
and
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any other information consistent with Good International Petroleum
Industry Practices.

(D)  The information required by Articles 26.1(C) shall be submitted to
NOGA in the form of well completion reports within ninety (90) days
from completion of the well in question.

(E)  With prior notice to NOGA, CONTRACTOR may if necessary remove
from the Kingdom of Bahrain, for the purpose of laboratory examination
or analysis, petrological specimens (including cores and cuttings) or
samples of Natural Gas found in the Deep Gas Contract Area and
characteristic samples of the strata or water encountered in a well and
seismic data on tape or other media. Upon request, CONTRACTOR will
provide NOGA with copies or equivalent samples and specimens of the
materials which CONTRACTOR proposes to remove from the Kingdom
of Bahrain.

(F) CONTRACTOR shall supply to NOGA on a timely basis (or as
otherwise specifically provided below):

(1) daily reports on drilling operations and weekly reports on field
geophysical surveys as soon as they are available;

2) within ten (10) days after the end of each Calendar Month, a
report on the progress of Petroleum Operations during the
preceding Calendar Month, covering:

D a description of the Petroleum Operations carried out
and the factual information obtained including Natural
Gas production data from the Deep Gas Contract Area
overall and on a well by well basis;

II) a description of the Deep Gas Contract Area in which
CONTRACTOR has operated; and

III)  a map indicating the location of all wells and other
Petroleum Operations;
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(G)

(H)

3) within three (3) months of the end of each Contract Year, an
annual report summarising the matters specified in Article
26.1(F) for the preceding Contract Year;

4) reports on completion of major elements of Petroleum
Operations, inclusive of CONTRACTOR’s interpretations of
data obtained as result of Petroleum Operations, or unforeseen
events, and

(5) other reports as may reasonably be requested by the
Management Committee. Additionally CONTRACTOR will
inform the NOGA of all discoveries other than Natural Gas,
such as discoveries of non-Petroleum natural resources.

The daily and weekly reports required to be submitted to NOGA
pursuant to this Article 26.1 shall be submitted in the original language
of the reports and all other reports and records required to be submitted
to NOGA pursuant to this Article 26 shall be submitted in the English
language.

CONTRACTOR shall ensure the transfer of all data provided to NOGA
in accordance with this Article 26 to an electronic integrated database
compatible with NOGA'’s requirements (including in relation to the
configuration of the database) in the Kingdom of Bahrain, at a location
agreed by the Parties, and shall provide reasonable access to such
database to NOGA and its Affiliates. Upon expiry or termination of this
Agreement, as applicable, NOGA shall have the exclusive right to use
such database and/or grant access to such database to NOGA’s Affiliates
or Third Parties.

At the request of NOGA, CONTRACTOR shall keep and store on behalf
of NOGA and for the account of Petroleum Operations, such data related
to Petroleum Operations as NOGA may reasonably request to be kept
and stored from time to time, for a period of up to three (3) years, and
with respect to seismic tapes and data, up to five (5) years from the date
on which such data was made available to NOGA. CONTRACTOR
shall keep and store such data in a sound and prudent manner.
CONTRACTOR shall, in a timely manner after receiving a written
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request therefor from NOGA, provide NOGA with copies of seismic
tapes and data kept and stored by CONTRACTOR with the cost of
reproduction being reimbursed as Petroleum Cost.

(D Upon termination of this Agreement all data shall be delivered to NOGA.
Notwithstanding the termination, NOGA may request CONTRACTOR
and CONTRACTOR shall, for a period not exceeding one (1) year
following termination of this Agreement, keep and store seismic tapes
and data outside the Kingdom of Bahrain in a sound and prudent manner.
During such period, NOGA may request in writing and CONTRACTOR
shall provide, in a timely manner after receiving any such written
request, copies of such seismic tapes and data. All costs associated with
the keeping and storing of seismic tapes and data shall be for the account
of CONTRACTOR and the cost of copying shall be reimbursed by
NOGA to CONTRACTOR at cost.

26.2 Data and Information relating to the Shallow Reservoirs

CONTRACTOR shall record, in an original or reproducible form of good
quality and on tape or other media (including electronic or computer records) where
relevant, all geological, geophysical, petrophysical and engineering information and
data relating to the Shallow Reservoirs to the extent that such data and information
has been obtained by CONTRACTOR in the course of conducting Petroleum
Operations, provided that CONTRACTOR shall not be required to obtain such
information and data under this Agreement. CONTRACTOR shall deliver a copy of
all such information and data, including the interpretation thereof and logs, tests and
records of wells, obtained by CONTRACTOR to NOGA as soon as reasonably
possible and no later than thirty (30) days after the same has come into the possession
of CONTRACTOR. For the avoidance of doubt, NOGA has the right to provide such
data to any party.

26.3 Confidentiality

(A)  All data and other information developed, acquired and/or otherwise
obtained by CONTRACTOR in relation to this Agreement (inclusive of
CONTRACTOR’s interpretation of data generated as result of Petroleum
Operations and/or any other reports or documents prepared on the basis
of such data or other information) shall become the property of the
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NOGA, subject to any exceptions that NOGA may give its prior written
consent to. Subject to the provisions of this Article 26.3, however,
CONTRACTOR shall be free to use any such information in the
performance of Petroleum Operations. This Agreement, as well as such
information, is strictly confidential, and accordingly shall not be
disclosed by either Party, except as otherwise specifically provided by
this Agreement, without the prior written consent of the other Party (such
consent not to be unreasonably withheld or delayed). Such consent shall
not be required:

(M

2
3)

(4)

)

in regard to information that has come into the public domain
otherwise than by breach by any such Party of its
confidentiality obligations under this Article 26.3;

if, and only to the extent as, required by applicable law;

if, and only to the extent as, required by the disclosure rules of
an applicable stock exchange upon which the disclosing Party’s
shares are listed;

if necessary to the extent reasonably required by dispute
resolution proceedings under Article 32;

if such disclosure is to:

D any Affiliate of the disclosing Party;

IT) attorneys and/ or consultants of the disclosing Party;
I1I) banks or other financial institutions;

provided that the disclosing Party obtains a written agreement
from the party to whom it wishes to make such disclosure that
such party will abide by a confidentiality undertaking in terms
consistent with and no less stringent than the terms of this
Article 26.3. In all such circumstances, the disclosing Party
shall hold the other Party harmless from any breach of the such
confidentiality obligation. If an attorney is required to disclose
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the contents of this document under the applicable professional
conduct rules of that attorney’s regulator or bar association, he
shall be deemed to have been required to do so by law;

(6) if disclosure is to a prospective bona fide assignee of all or a
portion of CONTRACTOR’s interest in this Agreement,
provided that prior to making any such disclosure
CONTRACTOR shall obtain a written undertaking of
confidentiality from the intended recipient in terms consistent
with and no less stringent than the terms of this Article 26.3;

(7 if disclosure is reasonably necessary to be made by NOGA, or
CONTRACTOR, by way of implementation of this Agreement
or in the course of Petroleum Operations to contractors or
subcontractors, as applicable. Provided that prior to making any
such disclosure the disclosing Party shall obtain a written
undertaking of confidentiality from the intended recipient in
terms consistent with and no less stringent than the terms of this
Article 26.3.

(B) CONTRACTOR shall not sell any of the information described in Article
26.3(A).

(C) NOGA shall have the right to disclose to Third Parties any of the
information described in Article 26.3(A) which is associated with any
portion of the Deep Gas Contract Area that has been relinquished by
CONTRACTOR or which is associated with any portion of the Deep Gas
Contract Area after expiry or early termination of this Agreement.
NOGA shall also have the right to disclose to Third Parties any of the
information described in Article 26.3(A) to Third Parties in regard to
unrelinquished portions of the Deep Gas Contract Area four (4) years
after the date that such information has been generated or otherwise
obtained by CONTRACTOR.

(D)  The information described in Article 26.3 shall remain the property of the
NOGA and must timely be returned to the NOGA upon expiry or early
termination or of this Agreement, or upon relinquishment of areas within
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the Deep Gas Contract Area, in regard to any such information that is
associated with such relinquished area.

ARTICLE 27
RECORDS, REPORTS, ACCOUNTS AND AUDIT

27.1 Records, Accounts and Reports

CONTRACTOR shall be required to keep in the Kingdom of Bahrain clear
and accurate accounts and records of all Petroleum Operations and Petroleum Costs,
which shall at all reasonable times be available to NOGA and/or NOGA'’s authorized
representatives, upon request. Such accounts shall be kept in accordance with the
Accounting Procedure. CONTRACTOR shall, within thirty (30) Business Days from
receiving any request from NOGA, make available, in a meaningful form, any and all
such information related to Petroleum Operations and Petroleum Costs as reasonably
requested by NOGA. NOGA shall have the right at all reasonable times to inspect all
records and documents kept by CONTRACTOR hereunder.

27.2 Profit and Loss Statement, Balance Sheet, and Cash Flow Statement

In accordance with the requirements of the Commercial Companies Law of
Bahrain (Decree Law No.(21) of 2001), CONTRACTOR shall submit to NOGA a
profit and loss statement in relation to the Petroleum Operations for each Contract
Year by March 31st of the following Contract Year, to show the net profit or loss
from the Petroleum Operations for such Contract Year. CONTRACTOR shall,
concurrently, submit a year-end balance sheet and cash-flow statement for such
Contract Year to NOGA.

27.3 Financial, Operations and Insurance Programme Reporting

(A) CONTRACTOR shall keep NOGA fully informed as to the progress and
results of all Petroleum Operations, and shall give financial information
concerning such operations concurrently with the technical information
to be provided under Article 26.1.

(B)  The Parties agree that, after the approval of a Development Plan, no more
than once every three (3) years at the request of NOGA, an
internationally recognised, independent consultant shall be appointed
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jointly by NOGA and CONTRACTOR to provide a written report to
NOGA and CONTRACTOR on the extent to which CONTRACTOR has
complied with its obligations to conduct Petroleum Operations in
accordance with this Agreement. The costs of such consultancy services
shall be borne by CONTRACTOR and shall be cost recoverable as
Operating Costs.

(C)  The Parties agree that, after the approval of a Development Plan, an
internationally recognised, independent consultant may, no more than
once every three (3) years at the request of NOGA, be appointed by
CONTRACTOR to provide its assessment of the extent to which the
insurance programme proposed or arranged by CONTRACTOR pursuant
to Article 25.4 complies with the requirement of that Article 25.4. Any
recommendations included in such assessment shall be discussed by the
Management Committee and, to the extent approved by the Management
Committee, shall be adopted by CONTRACTOR. The costs of the
assessment shall be borne by CONTRACTOR and shall be cost
recoverable as Operating Costs.

27.4 Statement of Petroleum Costs

(A) CONTRACTOR shall furnish to NOGA, in respect of each Calendar
Quarter, the Estimate and the Statement of Petroleum Costs, each
prepared in accordance with the Accounting Guidelines and Procedure.

(B)  Subject to NOGA’s audit rights as described in Articles 27.3(B) and
Article 27.5, provided that the Statement of Petroleum Costs is prepared
in accordance with the Accounting Guidelines & Procedure, each such
statement shall be presumed to be true and correct and CONTRACTOR
may include the Petroleum Costs stated in such statement into the
Petroleum Cost Account.

(C)  Unless the Accounting Guidelines & Procedure specifically provides
otherwise, costs that are not supported by an approved Work Programme
and Budget cannot be entered in the Petroleum Cost Account without the
approval of the Management Committee.
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27.5 NOGA'’s Audit Rights

(A)

(B)

Upon giving a thirty (30) day advance written notice to the
CONTRACTOR, NOGA and its representatives shall have the right to
audit, at NOGA’s own cost and expense, CONTRACTOR’s accounting
books, records and files relating to Petroleum Operations for any
Calendar Quarter, until two (2) years after the expiry of such Calendar
Quarter.

Within thirty (30) days from the date of conclusion of its audit, NOGA
shall give to CONTRACTOR a draft Audit Report. The Parties shall
meet within thirty (30) days from the date of receipt by CONTRACTOR
of the Audit Report and shall endeavour to reach a mutually satisfactory
agreement and to settle the matter by making any required adjustments.
If no such agreement is reached within sixty (60) days from the date of
the Parties’ first meeting, then either party may at any time thereafter
refer the matter for settlement pursuant to Article 32.2. The Petroleum
Cost Account shall be adjusted pursuant to the determinations made there
under.

ARTICLE 28
ASSIGNMENT

28.1 Assignment

No assignment, mortgage, pledge, charge, or other encumbrance shall be made
by CONTRACTOR or by any party comprising CONTRACTOR of any of its rights
and/or obligations under this Agreement other than in accordance with this Article
28.1. Any attempted assignment or encumbrance made in breach of the provisions of
this Article 28.1 shall be null and void. The provisions of this Agreement shall inure
to the benefit of and be binding upon the permitted assigns and successors in interest
of the Parties.

(A)

Subject to the requirements of this Article 28.1, any Contractor Party
may, upon not less than ninety (90) days prior notice to NOGA, assign
all or any undivided portion of its Participating Interest to any of its
Wholly-owned Affiliates.
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(B)  Subject to the requirements of this Article 28.1, any Contractor Party
may, with the prior written consent of NOGA (which consent shall not be
unreasonably withheld, consistent with the criteria described in Article
28.1(QG)), assign all or any undivided portion of its Participating Interest
to a non-Affiliate.

(C)  If any Contractor Party wishes to make an assignment pursuant to Article
28.1(B), it shall give prior notice to NOGA, specifying therein the name
and address of the proposed assignee and the terms, price and conditions
of the proposed assignment.

(D)  Within thirty (30) days of receipt of the notice referred to in Article
28.1(C), NOGA shall notify the assigning Contractor Party whether it
elects to acquire such Participating Interest. In making such election,
NOGA may choose to acquire such Participating Interest on its behalf or
on behalf of any entity wholly owned by the Government. NOGA may
not elect any other entity to acquire such Participating Interest.

(E) If NOGA elects not to acquire the assigning Contractor Party’s
Participating Interest pursuant to Article 28.1(D), or if NOGA does not
issue the notice described in Article 28.1(D) within the thirty (30) day
period described in that Article, the assigning Contractor Party may
assign such Participating Interest to the proposed assignee on terms no
more favourable than those set forth in the notice provided in accordance
with Article 28.1(C), such assignment to be completed within a period of
one hundred eighty (180) days (or such period as may be necessary to
obtain requisite approval of the Government, not to exceed a further one
hundred eighty (180) days) from the date of the notice of the prospective
assignment).

(F) Information regarding a proposed assignment provided to NOGA
pursuant to Article 28.1(C) shall be treated as confidential and shall be
used by NOGA for the sole purpose of evaluating whether to request
assignment of such Participating Interest to it.

(G) It shall be a condition precedent to any assignment made pursuant to
Articles 28.1(A) or 28.1(B) above that, unless otherwise expressly agreed
to by NOGA in writing, the assignee shall:
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(H)

)

)

(D enter into a written agreement with NOGA, in a pre-approved
form as attached hereto as Appendix I or in a form approved by
NOGA'’s legal counsel and consistent with Good International
Petroleum Industry Practices, which shall provide that such
assignee agrees to be bound by all of the terms and conditions
of this Agreement;

2) provide to NOGA the bank letter(s) of guarantee, and or parent
company guarantees required pursuant to Articles 6.1 and 6.2;

3) have the technical and financial ability commensurate with the
responsibilities and obligations that would be imposed on it
under this Agreement; and

4) not be an entity incorporated in a country, or controlled directly
or indirectly by an entity which is incorporated in a country,
with which the Government, for policy reasons, has restricted
trade or business, or with which NOGA and/or the Government
cannot otherwise legally do business.

No assignment shall be permitted which would result in any Contractor
Party, either assignor or assignee, holding a Participating Interest of less
than ten percent (10%), except where NOGA may, in special
circumstances, so permit.

Subject to Article 28.1(J), a Change in Control of a Contractor Party shall
be deemed an assignment of its undivided interest, rights and obligations

under this Agreement requiring compliance with the terms of this Article
28.1.

Article 28.1(I) does not apply to a Change of Control of the Ultimate
Parent Company of a Contractor Party. In the event of a Change in
Control of the Ultimate Parent Company of a Contractor Party, within
thirty (30) days of such Change in Control, the relevant Contractor Party
shall notify NOGA of the Change in Control. Within thirty (30) days of
receipt of such notice, NOGA shall notify that Contractor Party whether
it elects to acquire such Contractor Party’s Participating Interest at a fair
market price to be agreed by NOGA and such Contractor Party and in the
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absence of such an agreement, either NOGA or such Contractor Party
may refer the matter to an Expert in accordance with Article 32.2. In
making such election, NOGA may choose to acquire such Participating
Interest on its behalf or on behalf of any entity owned by the
Government. If a matter is referred to an Expert pursuant to this Article
28.1(J), in addition to the requirements set out in Appendix E, any such
Expert must be an internationally recognised banking and financial
advisory firm.

(K)  Without prejudice to Article 13.3(F), a Contractor Party may, with the
prior consent of NOGA (which consent shall not be unreasonably
withheld, consistent with the criteria described as follows in this Article
28.1(K)), mortgage, pledge, charge or otherwise encumber all or any
undivided portion of its interest under this Agreement for the purposes of
collateral for the financing of its obligations under this Agreement,
provided that:

(1) such party shall remain liable for all its obligations relating to
such interest;

(2) the encumbrance shall be without prejudice and shall be
expressly subordinated to the rights of NOGA under this
Agreement;

3) the secured party shall agree in writing with NOGA that, in the
event that the secured party or any other person claiming by,
through or under the secured party shall seek to enforce the
encumbrance or, directly or indirectly, effectively to exercise or
control the exercise of any of the rights of CONTRACTOR
under this Agreement (or any agreement or instrument entered
into in connection herewith or therewith), the same shall be
treated as a further assignment subject to the conditions of this
Article 28.1, and the secured party shall be bound to comply,
and to cause any such other person to comply, with the
requirements of this Article 28.1;
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L)

M)

N)

4) such party has given reasonable notice of such encumbrances
and furnishes to NOGA a certified copy of the executed
instrument(s) evidencing the encumbrances;

%) the lender is a major international financial institution in good
standing; and

(6) the lender is not an entity incorporated in a country, or
controlled directly or indirectly by a entity which is
incorporated in a country, with which the Government, for
policy reasons, has restricted trade or business, and with which
NOGA and/or the Government cannot otherwise legally do
business.

The applicable Contractor Party wishing to make an assignment
hereunder, or to mortgage, pledge or otherwise encumber its rights and
obligations under this Agreement, shall provide to NOGA by notice the
pertinent documents and/or information as described in Article 28.1(C),
or Article 28.1(K), as applicable, along with any other information that
NOGA might reasonably require. If NOGA has not, within ninety (90)
days following such notification to NOGA, notified such party of
NOGA'’s decision, or any objection by NOGA, as applicable, such
assignment or encumbrance shall be deemed to be approved, or not
objected to, as applicable, by NOGA, provided that such information
provided by the applicable Contractor Party is accurate and complete.

In the event that any Contractor Party assigns its entire Participating
Interest under this Article 28.1, then the applicable assignee shall assume
the rights and obligations of that Contractor Party under this Agreement.

In the event that any Contractor Party assigns a portion of its
Participating Interest under this Article 28.1, then the applicable assignee
that assume the rights and obligations of that Contractor Party under this
Agreement to the extent of the Participating Interest so assigned, and the
Contractor Party shall retain its rights and obligations under this
Agreement to the extent of its remaining Participating Interest.
Notwithstanding, however, that all the Contractor Parties (inclusive of
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the assignee but exclusive of the Government Interest Acquirer if
applicable) shall remain jointly and severally liable hereunder.

(O) NOGA shall have the unrestricted right to assign its rights and
obligations under this Agreement, in whole or in part, to BAPCO or
NOGAHOLDING or to any Wholly-Owned Affiliate of NOGA,
provided that NOGA shall also contemporaneously assign the guarantees
provided in accordance with Article 6 to the assignee of the rights and
obligations under this Agreement, and NOGA shall notify
CONTRACTOR of any such assignment in writing.

(P)  The guarantees provided in compliance with Article 6 by a Contractor
Party (other than the Government Interest Acquirer if applicable) that
assigns its rights and obligations in accordance with this Article 28.1
shall cease upon the effective date of the assignment of all of that
Contractor Party’s Participating Interest. In the case of the assignment of
only part of such Contractor Party’s Participating Interest, the guarantees
provided in accordance with Article 6 shall be reduced in proportion to
the Participating Interest being assigned.  The assignee of such
Contractor Party’s Participating Interest shall, in turn, furnish NOGA
with guarantees in compliance with Article 6.

(Q) In the event that the Government Interest Acquirer assigns its
Participating Interest under this Article 28.1, in whole or in part, to a
non-Affiliate, such assignee shall be deemed to be Contractor Party
(other than the Government Interest Acquirer) for the purposes of this
Agreement and shall, on or prior to the effective date of that assignment,
deliver to NOGA a guarantees in accordance with Article 6 as though the
reference to the Effective Date in that Article 6 was to the effective date
of that assignment. Notwithstanding anything to the contrary in this
Agreement, the Government Interest Acquirer shall not assign its
Participating Interest under this Article 28.1, in whole or in part, to a
non-Affiliate, unless the other Contractor Parties have provided their
prior written consent to such assignment, which shall not be
unreasonably withheld.
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29.1

ARTICLE 29
TERMINATION

Termination of Agreement by NOGA

Subject to Articles 29.8 and 29.9 and in addition to any other termination rights
under this Agreement, NOGA may, if one of the following events of termination
occur, terminate this Agreement by giving written notice to CONTRACTOR:

(A)

(B)

©)

(D)

CONTRACTOR has knowingly submitted any false statement to NOGA
in any manner which was a material consideration in the signing of this
Agreement;

CONTRACTOR has not provided to NOGA the documents, and/or the
legal opinion, as required under Preamble (E) and (F);

CONTRACTOR has failed to comply with any final determination or
award made by an Expert or by arbitrators under Article 32; or

CONTRACTOR has committed a Material Breach of this Agreement.

29.2 Termination by NOGA in respect of any Contractor Party

(A)

Subject to Articles 29.8 and 29.9 and in addition to any other termination
rights under this Agreement, NOGA may, if one of the following events
of termination occurs in respect of a Contractor Party (that Contractor
Party being the ‘“Defaulting Contractor Party”), terminate this
Agreement with respect to the Defaulting Contractor Party only by
giving written notice to each Contractor Party:

(1) any Contractor Party been adjudged bankrupt by a competent
court or enters into or scheme of composition with its creditors
or takes advantage of any law for the benefit of debtors;

(2) any Contractor Party has passed a resolution to apply to a
competent court for liquidation unless the liquidation is for the
purpose of amalgamation or internal reconstruction of which
NOGA has been given prior notice and where NOGA has
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advised Contractor Party by notice that it is satisfied that
Contractor Party’s performance under this Agreement would
not be adversely affected as a result and has given its approval
of such amalgamation or internal reconstruction, which
approval shall not be unreasonably withheld;

3) any Contractor Party has assigned any interest in this
Agreement without the prior written consent of NOGA as is
required under Article 28.1; or

4) any Contractor Party has failed to make any monetary payment
required by law to NOGA or to the Kingdom of Bahrain as
required under this Agreement by the due date or within such
further period after the due date as may thereafter have been
specified by NOGA or by the Kingdom of Bahrain, as
applicable;

(5) any Contractor Party has failed to comply with any final
determination or award made by an Expert or by arbitrators
under Article 32;

(6) if the events described in Article 29.2(A)(1) or Article
29.2(A)(2) have occurred in regard to a company which has
given a financial security instrument under Article 6; or if such
company has for any reason failed to perform under such
financial security instrument, as applicable.

(B)  This Agreement shall not be terminated with respect to any Contractor
Party that is not the subject of an event of termination pursuant to Article
29.2(A) (being a “Non-Defaulting Contractor Party”), provided that
one or more such Non-Defaulting Contractor Parties agrees to accept the
assignment of the Defaulting Contractor Party’s Participating Interest
(each being an “Accepting Contractor Party”).

(C)  In cases falling under Article 29.2(A), NOGA shall have the right upon
giving thirty (30) days notice to CONTRACTOR, to demand that the
Defaulting Contractor Party assign its Participating Interest to the
Accepting Contractor Party(ies). In such event, the Defaulting
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(D)

Contractor Party shall forthwith assign, unconditionally and without
consideration, to the Accepting Contractor Party its entire Participating
Interest. If there are two (2) or more Accepting Contractor Parties, such
assignment shall be made in proportionate shares corresponding to the
proportion which the Accepting Contractor Party’s Participating Interest
bears to the total Participating Interests of all the Accepting Contractor
Parties. Each Accepting Contractor Party shall hereby agree to accept
such share and assume responsibility for all the rights and obligations
relating to such Participating Interest under this Agreement, including
any obligations which are outstanding as of the date of assignment of
thereafter. For the avoidance of doubt, if an Accepting Contractor Party
has provided guarantees under Article 6, such Accepting Contractor
Party acknowledges and agrees that the guaranteed obligations shall be
increased to include such obligations relating to the Participating Interest
so assigned. The rights and obligations of a Non-Defaulting Contractor
Party under this Agreement shall not be affected by the termination of
this Agreement in relation to the Defaulting Contractor Party.

If the Defaulting Contractor Party’s Participating Interest is not assigned
in its entirety pursuant to Article 29.2(C), then NOGA shall have the
right to elect in the notice made pursuant to Article 29.2(C) to receive the
assignment of the portion of the Participating Interest of the Defaulting
Contractor Party that is not assigned pursuant to Article 29.2(C). In such
event Defaulting Contractor Party shall forthwith assign, unconditionally
and without consideration, to NOGA such Participating Interest. NOGA
shall hereby agree to accept such Participating Interest and assume
responsibility for all the rights and obligations relating to such
Participating Interest under this Agreement, including any obligations
which are outstanding as of the date of assignment of thereafter. If
NOGA does not choose to receive the assignment, then this Agreement
shall be terminated by NOGA immediately on giving written notice to
each Contractor Party.

29.3 Defaulting party’s Obligations and Rights upon Termination by NOGA

The following provisions shall apply in relation to the “Defaulting party”
(being CONTRACTOR in the event of any termination as a result of the occurrence
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of a termination event as described in Article 29.1 and being the Defaulting
Contractor Party in the event of any termination as a result of the occurrence of a
termination event as described in Article 29.2):

(A)  the Defaulting party shall have no further obligations or liabilities other
than those accrued under this Agreement up to the time of such
termination. Provided, however, without limitation, that such obligations
on the part of the Defaulting party shall be deemed:

(1) to include payment of any amounts under Article 5.2 associated
with any unperformed elements of any applicable exploration
work programme commitments or Article 5.4 as applicable;

(2) to include payment of any amounts owed to NOGA pursuant to
Article 14.1;

3) to include all obligations under the then applicable Annual
Work Programme and Budget, which obligations shall, at
NOGA'’s option, be fulfilled by the Defaulting party either by
performance of such obligations in full in accordance with their
terms or by payment in Dollars to NOGA of any outstanding
balance of unexpended amounts in the budget element of such
Annual Work Programme and Budget;

(4) to include all obligations under Article 22.5;

(5) to include obligations as may be applicable under Article 4.5;
and

(6) not to include any obligation (other than described in Article
29.3(A)(2)), to pay any budgetary amounts associated with, or
to perform any unperformed elements of: (i) applicable
assessment plans; (ii) applicable Appraisal Plans; or (iii)
applicable Development Plans.

(B)  the Defaulting party shall have no further rights against NOGA other
than those accrued under this Agreement up to the time of such
termination. In the event of such a termination pursuant to Article 29.1,
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the Defaulting party shall relinquish the entire Deep Gas Contract Area
and that such rights on the part of the Defaulting party shall be deemed:
(i) not to include rights to any share of production subsequent to such
termination, regardless of whether the Defaulting party had recovered its
Petroleum Costs as of the date of termination; or (ii) any rights to assets
brought into the Kingdom of Bahrain under this Agreement except for
assets that were brought through customs with a temporary status.

29.4 NOGA'’s Obligations and Rights upon Termination by NOGA

Upon termination of this Agreement in its entirety by NOGA pursuant to
Article 29.1 or termination of this Agreement in respect of a Defaulting Contractor
Party only pursuant to Article 29.2, NOGA shall: (i) have no obligations or liabilities
to the Defaulting party other than those that may have accrued under this Agreement
up to the time of such termination; (ii) have the rights against the Defaulting party that
may have accrued under this Agreement up to the time of such termination.

29.5 Termination of Agreement by CONTRACTOR

Subject to Articles 29.8 and 29.9 and in addition to any other termination
rights under this Agreement, CONTRACTOR shall have the right to terminate this
Agreement if NOGA has committed a Material Breach of this Agreement or failed to
comply with any final determination or award made by an Expert or by arbitrators
under Article 32.

29.6 CONTRACTOR’s Obligations and Rights upon Termination by
CONTRACTOR

(A) In the event of any termination as result of the occurrence of a
termination event as described in Article 29.5, CONTRACTOR shall
have no further obligations or liabilities other than those accrued under
this Agreement up to the time of such termination. Provided, however,
that such obligations on the part of CONTRACTOR shall be deemed:

(1) to include all obligations under Article 22.5;

2) to include payment of any amounts owed to NOGA pursuant to
Article 14.1;
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3) to include obligations as may be applicable under Article 4.5;

4) not to include payment of any amounts in the event of non-
performance of work programme commitments pursuant to
Article 5.2 (or Article 5.4 if applicable) unless the payment was
due at the time of termination;

(%) not to include any obligations under the then applicable Annual
Work Programme and Budget, unless CONTRACTOR was
already in breach of the Agreement in that regard at the time of
such termination and had not cured within the time provided
under Article 29.8; and

(6) not to include any obligation (other than described in Article
29.6(A)(4)), to pay any budgetary amounts associated with, or
to perform any unperformed elements of: (i) applicable
assessment plans; (ii) applicable Appraisal Plans; or (iii)
applicable Development Plans.

(B) In the event of any termination as result of the occurrence of a
termination event as described in Article 29.5:

(1) CONTRACTOR shall relinquish the entire Deep Gas Contract
Area; and

2) CONTRACTOR shall have no further rights against NOGA
other than those accrued under this Agreement up to the time of
such termination, which accrued rights shall be deemed: (i) not
to include rights to any share of production subsequent to such
termination, regardless of whether CONTRACTOR had
recovered its Petroleum Costs as of the date of termination; or
(i1) any rights to assets brought into the Kingdom of Bahrain
under this Agreement except for assets that were brought
through customs with a temporary status.
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29.7 NOGA'’s Obligations and Rights upon Termination by CONTRACTOR

Upon termination of this Agreement by CONTRACTOR pursuant to Article
29.5 NOGA shall: (i) have no further obligations or liabilities to CONTRACTOR
other than those that may have accrued under this Agreement up to the time of such
termination; (ii) have the rights against CONTRACTOR that may have accrued under
this Agreement up to the time of such termination.

29.8 Right to Cure and Notice of Termination

(A)

(B)

If the breach (as per Article 29.1 or 29.5, as applicable) is not reasonably
capable of being cured then the non-defaulting Party may immediately
give a notice of termination to the Defaulting party. If the breach by the
Defaulting Contractor Party (as per Article 29.2) is not reasonably
capable of being cured then NOGA (being the non-defaulting Party for
the purposes of this Article 29.8) may immediately give a notice of
termination to the Defaulting Contractor Party.

If the breach is reasonably capable of being cured then the non-defaulting
Party shall as soon as reasonably possible after becoming aware of such
breach give the Defaulting party a ninety (90) day notice to cure
specifying the applicable event of termination as per Article 29.1, 29.2 or
29.5, as applicable. If a Defaulting party, either: (i) cures the breach
within such ninety (90) day notice period; or (ii) does promptly and
diligently commence an appropriate cure, in accordance with Good
International Petroleum Industry Practices, as soon as reasonably
possible subsequent to receiving such notice to cure, and has continued
diligently to implement such cure up to the end of such ninety (90) day
period; then the non-defaulting Party shall have no right to terminate this
Agreement. If, however, the Defaulting party either: (i) fails to cure the
breach within such ninety (90) day notice period; or (ii) does not
promptly and diligently commence an appropriate cure, in accordance
with Good International Petroleum Industry Practices, as soon as
reasonably possible subsequent to receiving such notice to cure, and/or
has not continued diligently to implement such cure up to the end of such
ninety (90) day period; then the non-defaulting Party shall have the right
to terminate this Agreement by giving a notice of termination to the
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Defaulting party. Such termination shall be effective upon issuance of
said notice.

(C)  For the avoidance of doubt, the failure on the part of CONTRACTOR to
fulfil the Minimum Work Programme Commitments at the end of either
Exploration Phase is not subject to being remedied under this Article
29.8.

29.9 Option to Terminate Subject to Confirmation by Arbitration

If a Party has given the other Party a notice of termination under Article 29.1
or 29.5 (with NOGA being the Party that has given the Defaulting Contractor Party
being the other Party a notice of termination under Article 29.2), or if such Party has
given the other Party a notice to cure under Article 29.8, but is of the opinion that both
an event of termination, as described in Article 29.1, 29.2 or 29.5, as applicable, has
occurred, and that the other Party has failed to cure, or to commence to cure, as
provided in Article 29.8, then such Party may elect between:

(A)  termination effective upon notice as described in Article 29.8; or

(B)  termination subject to confirmation as result of arbitration of the issues
(i) whether the applicable termination event did in fact occur; and/or (ii)
whether cure was in fact not performed, or commenced, as applicable, in
accordance with Article 29.8; in such a case the Term of this Agreement
will be tolled, including but not limited to any applicable time period, for
the period of time between the initiation of arbitration under Article 29.8
and either: (i) the issuance of any arbitral award; or (ii) the agreed upon
date of settlement; as may be applicable.

29.10 Termination as Result of Relinquishment

Subject to CONTRACTOR having the same obligations and rights as it would
under Article 29.3, CONTRACTOR shall have the right to terminate this Agreement:

(A)  with respect to any Development Area in which Natural Gas is being
produced, or that prior thereto had produced Natural Gas, upon giving at
least one hundred and eighty (180) days notice of its intention to do so;
and
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(B)  with respect to any part of the Deep Gas Contract Area, upon giving
ninety (90) days notice of its intention to do so.

29.11 Termination in the Case of Extended Force Majeure

Subject to CONTRACTOR having the same obligations and rights as it would
under Article 29.6 CONTRACTOR shall have the right to terminate this Agreement
in the event that Force Majeure, pursuant to Article 30, prevents CONTRACTOR
from performing under this Agreement for a period of more than two (2) years.

29.12 Termination by Agreement of the Parties
This Agreement may be terminated by express agreement of the Parties.
29.13 Handover upon termination

Upon expiration of the Term of this Agreement (or a period within the Term
including the Jauf Non-Associated Gas Production Period) or termination of this
Agreement, the Parties shall cooperate to effect the transfer of operations and assets to
NOGA in a diligent and expeditious manner, including the entry into and delivery of
such agreements required to effect the transfer of operations and assets.

ARTICLE 30
FORCE MAJEURE

30.1 Definition of Force Majeure
“Force Majeure” means any event or combination of events that:

(A)  not reasonably within the control of the affected Party, excluding
(without limitation):

(1) the unavailability of funds;
(2) the inability to provide security;

3) the unavailability of seismic crews or drilling rigs; and/or
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(4) changes in market conditions or financial hardship;

(B)  which has prevented the performance, or delayed the performance, of the
affected Party under this Agreement, or prevented (or delayed) the
affected Party from exercising its rights under this Agreement; and

©) was unforeseeable, or which, if foreseeable, could not have been
reasonably provided for in a way that would have permitted the affected
Party to perform, and/or to exercise its rights,

including the following events:

(D) explosions, earthquake, tsunami, flood, fire, storm, epidemic and any
other natural physical disaster or natural calamities;

(E) war (declared or undeclared), act of war, invasion, hostilities, embargo,
blockage or other enemy action due to war;

(F) revolution, rebellion, civil commotion, riot, insurrection, terrorist acts or
the threat of terrorist acts, seizure or act of sabotage;

(G)  strike, lockout or other labour or industrial disturbance; and/or

(H)  closing or unavailability of harbours, ports or other facilities required for
the transport or export of Natural Gas;

30.2 Notice Requirements and Duty to Mitigate

In the event of Force Majeure, the affected Party shall give prompt written
notice to the other Party of the event causing the delay or prevention stating the date,
extent, likely duration and cause thereof, and shall use all reasonable endeavours to
mitigate and overcome the effect of such Force Majeure, or eliminate the cause
thereof, as may be applicable, as soon as reasonably possible. The affected Party shall
also promptly notify the other Party as soon as the Force Majeure event has been
removed and no longer prevents it from discharging the performance obligations
which have been suspended pursuant to Article 30.3, and shall thereafter resume
compliance with such obligations as soon as possible.
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30.3 Consequence of Force Majeure - Suspension of Obligations

Save with regard to the payment of any monies due under this Agreement, if
and to the extent that the performance of any Party to this Agreement is delayed or
prevented due to Force Majeure, the obligations of the affected Party shall be
suspended and neither Party shall be liable to the other Party in respect of any such
failure or delay, provided that the affected Party shall have, in accordance with Article
30.2, used all reasonable endeavours to mitigate and overcome the effect of such
Force Majeure, or to eliminate the cause thereof, as may be applicable, as soon as
reasonably possible.

30.4 Consequences of Force Majeure — Tolling of term of Agreement

If and to the extent that as a result of Force Majeure the performance by a
Party is delayed or prevented a Party is prevented from exercising any rights or
performing any obligations under this Agreement due to Force Majeure, then: (i) the
period of such delay or prevention; (ii) the period which may be necessary for the
restoration of any damage caused by the event of Force Majeure; and (iii) such period
as may be reasonably necessary for recommencing the work; shall be added to the
time periods set forth in respect of the relevant obligations under this Agreement,
where the time for the performance of the obligations affected thereby and for
performance of any obligation or the exercise of any right dependent thereon, and the
Term and any time period under this Agreement shall be extended for the period of
Force Majeure as may be agreed by the Parties.

30.5 Burden of Proof on Party Claiming Force Majeure

The Party asserting the claim of Force Majeure shall have the burden of
proving that the circumstances constitute valid grounds for a claim of Force Majeure
in accordance with Article 30.1, and that such Party has, in accordance with Article
30.3, used all reasonable endeavours to mitigate and overcome the effect of such
Force Majeure, or to eliminate the cause thereof, as may be applicable, as soon as
reasonably possible.
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ARTICLE 31
GOVERNING LAW

31.1 Governing Law

(A)  This Agreement shall be governed by, construed and interpreted in
accordance with the laws of the Kingdom of Bahrain, and any arbitral
tribunal constituted pursuant to Article 32.3 or Expert determination
pursuant to Article 32.2 shall apply the laws of the Kingdom of Bahrain.
However, if and to the extent that there is any absence of provisions in
such laws to determine an issue arising hereunder, such issue shall be
determined in accordance with the laws of England and Wales as may be
applicable, and with reference to Good International Petroleum Industry
Practices.

(B) The Parties, their Affiliates, subcontractors, and their respective servants
shall, while in the Kingdom of Bahrain, be subject to the laws,
regulations, and decrees as may be in force from time to time in the
Kingdom of Bahrain.

ARTICLE 32
DISPUTE RESOLUTION

32.1 Notice of Dispute and Amicable Negotiations

(A)  Upon the occurrence of any dispute, controversy or claim arising out of
or in relation to this Agreement or the Petroleum Operations carried out
under this Agreement, including the existence, validity, interpretation,
performance, breach, or termination of this Agreement (a “Dispute”),
either Party may commence the dispute resolution process by providing
the other Party with notice in writing of the existence of that Dispute and
the relief requested (‘“Notice of Dispute”).

(B)  Upon receipt by either Party of a Notice of Dispute, the Parties shall, in
good faith and using all reasonable efforts in the spirit of cooperation,
attempt amicably to settle such Dispute.
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(D)

If the Parties have not resolved the Dispute in accordance with Article
32.1(B) by means of a written settlement agreement within thirty (30)
days of delivery of the Notice of Dispute, (i) the Minister of Oil and Gas
Affairs of the Government and (ii) the President (or equivalent
individual) of each of the applicable Contractor Parties shall, in good
faith and using all reasonable efforts in the spirit of cooperation, attempt
amicably to settle such Dispute.

If the Parties have not resolved the Dispute in accordance with Article
32.1(C) by means of a written settlement agreement within forty (40)
days of delivery of the Notice of Dispute (or such earlier date as the
parties to the Dispute may agree), the Dispute shall be settled by Expert
determination in accordance with Article 32.2 or arbitration in
accordance with Article 32.3.

32.2 Expert Determination

(A)

(B)

©

Provided that Articles 32.1(A), 32.1(B) and 32.1(C) have been complied
with, Disputes contemplated and arising under the terms of Articles
4.2(A)(3), 4.8, 5.2(D), 5.4(D), 7.4(F), 8.3(E), 9.1(D), 9.2(G), 11.1(E),
11.2(D), 16.6(B), 17.1(J), 27.5(B) and 28.1(J) may be referred to Expert
determination in accordance with the procedure set out in Appendix E.
In addition, and also subject to 32.1(B), the Parties may also agree in
writing to refer any other Dispute to such Expert determination.

The Parties agree that the decision of such sole Expert or panel of
Experts shall be final and binding upon the Parties and shall not be
subject to arbitration.

Any Dispute referred to Expert determination will be considered by one
(1) Expert only unless a Party elects that the Dispute be determined by a
panel of three (3) Experts in accordance with Appendix E.

32.3 International Arbitration

(A)

Except where the Parties are able to amicably settle a Dispute in
accordance with Article 32.1 or have elected to refer the Dispute to
Expert determination under Article 32.2, the Parties hereby agree that
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such Dispute shall be settled by arbitration in accordance with the
UNCITRAL Arbitration Rules in effect on the date on which the notice
of arbitration is received by the respondent (the “Rules”).

(B)  The number of arbitrators shall be three (3). Each of the Parties shall
appoint one (1) arbitrator within thirty (30) days of the issuance of notice
of arbitration pursuant to the Rules. The two (2) arbitrators thus
appointed shall, within thirty (30) days of their appointment, choose the
third arbitrator, who shall at as the presiding arbitrator of the tribunal. If
either Party fails to appoint an arbitrator as provided herein, or if the two
(2) arbitrators appointed by the Parties are unable or fail to agree upon
the third arbitrator within thirty (30) days of their appointment, or such
other period of time as the Parties may agree in writing, then the third
arbitrator shall be appointed by the ICC acting in accordance with any
rules adopted by the ICC for this purpose. All arbitrators to be appointed
shall be of a nationality different from that of any of the Parties.

(C)  Any award or other decision of the arbitral tribunal shall be given by a
majority of the arbitrators.

(D)  In the case of questions of procedure, when there is no majority or when
the arbitral tribunal so authorizes, the presiding arbitrator may decide on
his own.

(E)  The place of arbitration shall be London, United Kingdom.
(F) The language to be used in the arbitral proceedings shall be English.

(G)  Any Party may make an application to any court having jurisdiction for
enforcement of any award (including any award granting interim
measures) against the other Party and for the obtaining of any evidence
(whether by production of documents or testimony of witnesses) which
the arbitrators direct shall be admitted in the arbitration.

(H)  Each Party shall have the right to seek interim measures, including
injunctions, from any court of competent jurisdiction in order to preserve
the rights of such Party pending the arbitral proceedings.
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)] The Parties shall not appeal the decision and any award of the arbitration
tribunal to any court which would otherwise have jurisdiction in any
matter arising in the course of the arbitration or out of the decision and
any award, except if such appeal is permitted under applicable law.
However, any Party may make an application to any court having
jurisdiction for registration of the decision and any award, for judgment
on the decision and any award to be entered and/or for enforcement of
any award.

32.4 Confidentiality

To the extent permitted by any applicable law, and subject to the rules of any
applicable stock exchange having authority over one or more of NOGA and each
of the Contractor Parties, the Parties shall maintain the confidentiality of all
Expert determinations and/or arbitral proceedings, and shall not disclose the
outcome of such proceedings or the reasoning of the Expert(s) or tribunal in such
proceedings or any materials in the proceedings which are not otherwise in the
public domain, including materials created for the purpose of the arbitration or
Expert determination and all other documents or evidence given by a Party,
witness, expert or any other person.

ARTICLE 33
REGISTRATION OF BRANCH AND INCORPORATION OF COMPANIES

33.1 Office in Bahrain

Within three (3) Calendar Months from the Effective Date, CONTRACTOR
or an Affiliate acting on behalf of the CONTRACTOR shall open an office in the
Kingdom of Bahrain, in the charge of a person empowered to receive any notices duly
given under the provisions of Article 34. Upon CONTRACTOR’s request, NOGA
shall (at the CONTRACTOR’s sole cost) assist the CONTRACTOR in opening such
an office, and with obtaining the documents needed for the purposes of registration
thereof.
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33.2 Incorporation of a company

Prior to commencing Petroleum Operations, CONTRACTOR shall register a
legal entity in the Kingdom of Bahrain by registering a branch of CONTRACTOR
pursuant to Commercial Companies Law No. 21 of 2001, Part 14.

33.3 Incorporation of a joint venture company

If NOGA exercises the Right of Government Participation pursuant to
Article 10.1, then the Parties shall meet to discuss whether to incorporate a joint
venture company to have responsibility for the management, co-ordination,
implementation and conduct of the day to day Petroleum Operations on behalf of the
Contractor Parties (including the Government Interest Acquirer).

ARTICLE 34
NOTICES

34.1 Notices

(A)  All notices required to be given under the Agreement shall be written in
the English language, and delivered by courier, sent by registered mail
(postage prepaid), or sent by facsimile to the relevant addresses of the
Parties specified below in Article 34.1(B). Notices received during
business hours on working days are deemed to be received upon receipt.
Notices received outside of business hours are deemed to be received on
the next working day. The addressee of any notice given hereunder shall,
immediately upon receipt thereof, acknowledge such receipt by
facsimile, whenever requested to do so by the sender.

(B)  All notices hereunder, as well as any studies, reports, documents and
communications provided by the CONTRACTOR to NOGA or vice
versa shall be delivered at, or sent to, the following addresses of the
Parties:
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If to NOGA:
PO Box 1435
Manama
Bahrain

Attention: Minister of Oil & Gas Affairs
Facsimile: +973 1729 3007

If to CONTRACTOR:

Occidental of Bahrain Deep Gas, LLC
Level 41, West Harbour Tower
Bahrain Financial Harbour

King Faisal Highway

PO Box 3187

Manama

Bahrain

Attention: General Manager
Facsimile: +973 1750 2979

Copy to:

Occidental Oil & Gas Corporation
5 Greenway Plaza, Suite 110
Houston, Texas 77046-0504
United States of America

Attention: Vice President, Worldwide Exploration
Facsimile: +1 713 985 1900

or to such other address as a Party may from time to time specify by notice to
the other Party.
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ARTICLE 35
MISCELLANEOUS

35.1 Entire Agreement

This Agreement supersedes and replaces any previous agreement or
understanding between the Parties, whether oral or written, on the subject matter
hereof, prior to the execution date of this Agreement.

35.2 Amendment

This Agreement shall not be amended, modified, varied or supplemented in
any respect except by an instrument in writing signed by all the Parties, which shall
state the date upon which the amendment or modification shall become effective.

35.3 Waiver

No Party shall be deemed to have waived, released or otherwise modified any
of its rights hereunder unless such Party has expressly indicated its intention to do so
in a written instrument duly signed by such Party, provided further that any such
instrument shall relate only to such matter to which it expressly refers, and therefore
shall not apply to any subsequent or other matter.

35.4 Reference to Laws and Regulations

Reference to any law or regulation includes a reference to that law or
regulation as from time to time may be amended, extended or re-enacted.

35.5 Language of Documents

Any and all documents required under or resulting from or connected with or
necessary to implement this Agreement, including but not limited to reports,
accounting books and records, and plans, shall all be prepared and delivered in the
English language.

35.6 Measurement of Time

In this Agreement all measurements of time shall be fixed and computed
pursuant to the Gregorian Calendar.
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35.7 Conflict of Interest

Each Party shall be responsible that no director, employee or agent of a Party
or its Affiliates, subcontractors, or vendors shall give to or receive from any director,
employee or agent of the other Party or its Affiliates any commission, fee, rebate or
any gift or entertainment of significant cost or value in connection with this
Agreement, or enter into any business arrangement with any director, employee or
agent of such other Party or its Affiliates other than as a representative of such Party
or its Affiliates, without prior written notification thereof to such other Party. Each
Party shall promptly notify the other Party of any violation of this Article 35.7 and
any consideration received as a result of such violation shall be paid over or credited
to such other Party. Any representative(s) authorized by a Party may audit any and all
records of the other Party and any subcontractor or vendor for the sole purpose of
determining whether there has been compliance with this Article 35.7.

35.8 Related Parties Transactions

CONTRACTOR shall declare to NOGA any and all agreements, arrangements
and transactions of a similar nature with parties related to CONTRACTOR (as
determined in accordance with accepted International Financial Reporting Standards)
which (i) have been entered into prior to the Effective Date and are in place on the
Effective Date or (i) CONTRACTOR proposes to enter into on or after the Effective
Date and, in either case, are proposed to be used in relation to Petroleum Operations
conducted by CONTRACTOR pursuant to this Agreement.

35.9 Conflict Between Body of Agreement and Appendices

In the event of any conflict between any provisions in the body of this
Agreement and any provision in the Appendices, the provision in this main body shall
prevail.

35.10 Warranty of Validity

Each Party represents and warrants to the other Party that this Agreement and
any document delivered under or pursuant to this Agreement has been duly and
validly authorized, signed and delivered by such Party, and therefore constitutes a
valid, effective and binding obligation of such Party, and is enforceable in accordance
with the terms and conditions herein contained.
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35.11 Effective Date

(A)  “Effective Date” shall mean the date immediately following the day on
which NOGA obtains the necessary approvals and authorizations and the
law ratifying this Agreement is published in the official gazette of the
Kingdom of Bahrain. Upon receipt of the necessary approvals and
authorizations and the publishing of the law ratifying the Agreement in
the official gazette of the Kingdom of Bahrain, NOGA shall promptly
inform CONTRACTOR of the exact date of the Effective Date.

(B)  If NOGA is unable to obtain the necessary approvals, authorizations and
ratifications as may be necessary from the Kingdom of Bahrain and its
associated entities, then this Agreement shall be deemed null and void
and neither party shall have any claim against the other based on this or
any other agreement, representation or other grounds of whatsoever
nature.

IN WITNESS WHEREOF the Parties have caused this Agreement to be executed as
of the date first set forth above by their respective representatives thereunto duly
authorised.

For and on behalf of: For and on behalf of:

Occidental of Bahrain Deep Gas, LLC National Oil and Gas Authority

By: By:

Name: Glenn M. Vangolen Name: H.E. Dr. Abdul Hussain bin Ali Mirza

Title:  Vice President —International Title: Minister of Oil and Gas Affairs
Business Development Chairman National Oil and Gas

Occidental of Bahrain Deep Gas Authority
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APPENDIX A

MAP OF THE DEEP GAS CONTRACT AREA

|:| Contract Area
- Excluded Areas
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APPENDIX B

DEEP GAS CONTRACT AREA DESCRIPTION

PART I

The Deep Gas Contract Area extends vertically from the base of Unayzah geological
marker to the base of the Basement Formation (all reservoirs older than Unayzah
Formation as shown in the Type Log defining the Base of the Unayzah and the
Unayzah Stratigraphic Cross-Section figures).

Contractor has the right to develop and produce all Non-Associated Gas reservoirs in
the interval below the top of the Jubah Formation and above the Basement Formation
within the Deep Gas Contract Area.

Deoop Gas Dofinition

PETROLEUM
SYSTEM

LOG RESPONSE
Wall A ® 311

g E e oo FORMATION | mEmMBER /
in b+ e ey
(]
TATARIAN i
KHUFF il
[ [EELIT)
Z] kazanian K
-_—
{ = kAT AT ATV e
= HLIMCGLIRIAN Bre-Knul }
= ungoafarmety
L ARTINSKIAN LAY 2
o = bl
E SAKMARIAN
ARSELIAN
S Ta vy, Fov, e a et et e Vol
N FAmErian M oretinayzan ¥
E T ErEGnarTTty
_ = | Fransman b4
== Wl cwENTIAN
=
% 2 EIFELIAN JALIE
E I
EMSIAN
(= =
g SEIGMNIAM
GEDINMNLAN TAWVL
e Tarwil
b PRICOL unconformity Moo= = =_=_
4 ek s —~
= =" LU WA Srilusran Hintus
=T
p— - & B TR TAT A ¥ W T
e
3 - WENLOCK Bharasaea
=
@ |E QALIBAH
DOWVERY
gt = niaraa) hot shate’
g1 ) LA
w ASHGILL
—_— Cunwarah
= | 3] carapocc T
=< I QASEIM S
(&) =1 LLAMDEILO ot
= iaman
o g LLANVIRMN "l
| "
g = ARENIG ool |- | e
s BB Ew e s e =
i | TREMADOC B
- NG
[RLE LT
g LATE
% MIDOLE -
-
EARLY PRE-SM0 =L
= UMDIVIDED/ L]
5 RAA B
kAT e Ty Wl
x BASEMENT i
, @ &
¥3 2

DPSA

Deep Gas Contract Asea

Fagionl
Source rock

®

&
®

_‘.’

Regional
Source rock

Proven HC
bearing Resmnolr

Potential Rasmos

Potential
Source rock

Seal Rock




had z

2011 53931 6 usedll = 3020 1 s33=) csle

PART 2
Well Base of Unayzah Base of Jauf
(feet, measured depth) (feet, measured depth)
A-279 10,458 11,505
A-311 11,294 12,713
A-367 11,340 14,057
A-370 11,972 13,496
A-371 12,303 -
A-578 12,625 -
A-579 12,563 -
A-580 11,440 12,854
A-581 10,672 11,990
A-743 11,514 -




3

PART 3

- |eadaIl palg|dlon
= Lo _. _«ﬂ_.“a
Loneulo4 yezieun Jo do] uaniedq

I im im| T Iy
il i | e b e

Ik s N d : E ‘. i
I | [ ( Al B = Hlg B
1l il 1 i it .
i [} b | | { 4
; 1 h _ : hll __ I | 1

_ 11/ ol wd I I

| L il [l ] [ yezAeun 1

_ it e ki fh 4l
ik | _ 'S ,m } f { v _ _
| o [y 1 __

m _ “ 1k i d _ I, __
| i # ) ._m i ,“ i ik “_ _, ; _
; a1 J iE F
tl HMA il I w_ | (IS Ll
il it Bl 1 i G iy o
] SR = SEI = SER SiE SiE
2 X X 1 o - e 1

uoloag ssol) olydelbnens yezAeun




<

.

w15

(4

2011 53931 6 usedll = 3020 1 s33=) csle

w
g

APPENDIX C

JAUF DISCOVERY POLYGON
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APPENDIX D

ACCOUNTING GUIDELINES & PROCEDURE

The purpose of this Accounting Guidelines & Procedure is to establish a fair and
equitable method for determining charges and their allocation to the Petroleum Costs
Accounts, and to provide a method for controlling expenditure against approved
budgets.

SECTION 1 - GENERAL PROVISIONS
A. DEFINITIONS

The definitions set forth in Article 1.1 of the Agreement shall apply equally
whenever used in this Accounting Guidelines & Procedure. In addition, the
following definitions shall also apply whenever any of the words and
expressions described below (whether in the singular or in the plural) are used
in the Accounting Guidelines & Procedure.

(1 “Accrual Basis” shall have the meaning assigned to it in this Section
1(B).
(2) “Commercial Rate of Exchange” shall mean:

(a) the arithmetic average of buying and selling rates of exchange as
quoted in The Financial Times of London, or such other
publication unanimously selected by the Parties, on the last
Business Day of the previous Calendar Month or as otherwise
mutually agreed by the Parties; and

(b) whenever a currency concerned has been bought under a forward
contract in the forex market the rate of exchange shall be the rate at
which such currency was purchased by the Contractor.

3) “Material” shall mean any property, equipment, materials, machinery,
articles and supplies whatever, acquired or held for use in or with
respect to the Petroleum Operations hereunder.

4 “Non-Recoverable Cost Account” shall mean the account or set of
accounts maintained by CONTRACTOR pursuant to Section 1(B) to
record all amounts paid by CONTRACTOR that are not cost
recoverable under the terms of this Agreement, and hence qualify as
“Non-recoverable Costs”.

5) “Petroleum Costs Account” shall mean each of the separate accounts
or set of accounts for each Development Area maintained by
CONTRACTOR pursuant to Section 1(B) to record the Petroleum
Costs incurred and revenues obtained in connection with the Petroleum
Operations hereunder.
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(6)

(7

“Statement of Petroleum Costs” shall have the meaning assigned to it
in Section 3.

Any reference to an “Article” shall be deemed to be a reference to an
Article in the main body of the Agreement; and any reference to a
“Section” shall be deemed to be a reference to a section in this
Accounting Guidelines & Procedure;

B. PETROLEUM COSTS ACCOUNT AND CURRENCY

(1

2

3)

“4)

)

CONTRACTOR’s Obligation to Establish and Maintain Records

CONTRACTOR shall open and maintain, in accordance with generally
accepted and recognized international accounting principles consistent
with the prevailing good and recognized practices, all such accounting
books and records as may be necessary to record in reasonable detail
expenditures and Petroleum Costs incurred and the revenues obtained
by CONTRACTOR. CONTRACTOR’s accounts shall be maintained
in the English language.

Accrual Basis

CONTRACTOR’s accounts shall at all times, unless otherwise
specified hereunder, be maintained on an Accrual Basis. “Accrual
Basis” means that basis of accounting under which revenue, costs and
expenses are regarded as applicable to the period in which they are
earned or incurred, regardless of when they are actually invoiced,
received or paid.

Availability for Inspection by NOGA

CONTRACTOR shall, at all time, make available for inspection by
NOGA or its authorized representatives all of its accounts and records
in accordance with Article 28.

Currency Exchange

CONTRACTOR'’s accounts and records, including without limitation
those relating to the statements of Petroleum Costs, shall be kept in
Dollars. All expenditures in non-Dollar currency shall be converted
into Dollars at the Commercial Rate of Exchange. CONTRACTOR
shall maintain a complete record of all exchange rates used in
translating any non-Dollars Expenditure into Dollars. Gains or losses,
if any, realized by CONTRACTOR from the exchange of currency
required for Petroleum Operations shall be credited or charged, as the
case may be, to the Operating Account.

Rounding and Calculations

All calculations shall be extended to six (6) decimal places, with the
final results rounded to two (2) decimal places in case of currency and
zero (0) decimal places in case of quantity. While rounding, if the
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figure to the right of the decimal place to be rounded is from one to
four (1-4), it should be treated as zero (0), and five (5) and above
rounded up by one (1).

STATEMENTS

D CONTRACTOR shall submit to NOGA a profit and loss statement,
balance sheet and cashflow statement for each Contract Year, together
with the reports set forth in this Section 1(C) under and in accordance
with the provisions of Article 27.

2) CONTRACTOR will provide NOGA no later than thirty (30) days
prior to the beginning of each Calendar Quarter with the Estimate
pursuant to Article 14.2(B)(5)I).

3) CONTRACTOR will provide NOGA no later than thirty (30) days
after the end of each Calendar Quarter with the Statement of Petroleum
Costs pursuant to Article 14.2(B)(5)II).

4) CONTRACTOR shall prepare and submit to the Management
Committee for approval the Annual Work Programme and Budget in
accordance with Article 11.1. The format of such budget shall be
determined by the Management Committee and shall include estimates
of the status of the work under the current Annual Work Programme
and Budget which shall not be executed by the end of that Contract
Year and which shall be carried forward to the following Contract
Year, if any.

CORRECTNESS OF STATEMENTS

So long as the statements provided pursuant to Section 1(C)(2) and (3) reflect
a clear and accurate account and record of such costs and calculations, which
can be supported by CONTRACTOR’s records, and so long as such
statements are prepared and supplied timely in accordance with this
Agreement, each such statement shall be presumed to be true and correct in
accordance with Article 27.4, subject to NOGA’s right to audit pursuant to
Article 27.5.

LIMITATIONS FOR NON-BUDGETED ITEMS

The Management Committee may authorize CONTRACTOR to make
expenditures for any items of work not included in the Annual Work Program
and Budget.

PREVALENCE OF THE AGREEMENT

In the event of any inconsistency or conflict between any provision of this
Accounting Guidelines & Procedure and the Articles of the Agreement, the
Articles of the Agreement shall always prevail.
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G. REVISION OF THIS ACCOUNTING PROCEDURE

By mutual written agreement between NOGA and CONTRACTOR this
Accounting Guidelines & Procedure may be revised from time to time.

H. CONFIDENTIALITY

All information obtained by any Party under the provisions of this Accounting
Guidelines & Procedure shall be confidential and accordingly shall be subject
to the provisions of Article 26 of the Agreement.

SECTION 2 — CLASSIFICATION AND ALLOCATION OF PETROLEUM
OPERATIONS CHARGES

According to Article 14, all of the Petroleum Costs incurred by CONTRACTOR in
accordance with an approved Annual Work Program and Budget shall be classified as
Exploration Expenditures, Development Costs or Operating Costs. The classification
will be made in accordance with Article 1.1 and Article 14 of the EPSA.

Furthermore, CONTRACTOR shall be entitled to recover Petroleum Costs relating to
a particular Development Area out of production from that Development Area only
while Petroleum Costs incurred by CONTRACTOR in relation to the Jauf Discovery
are not subject to cost recovery and will not entitle CONTRACTOR to compensation
other than the fee set forth in Article 14.2.

CONTRACTOR shall be required to maintain a separate Petroleum Costs Account for
each Development Area and Jauf Costs directly attributable to any Development Area
shall be allocated to the Petroleum Costs Account pertaining to that Development
Area. Costs shared by more than one Development Area, none of which includes the
Jauf Discovery, shall be allocated between those Development Areas based on the
relative benefit each Development Area receives from the costs incurred. Costs shared
between the Development Area containing the Jauf Discovery and other Development
Areas as well as costs related to an integrated development of Jauf and Non-Jauf
reservoirs shall be allocated in accordance with Article 14.4.

As part of the Quarterly Estimate and Statement of Petroleum Costs CONTRACTOR
shall provide a reconciliation between total Petroleum Costs incurred or expected to
be incurred during the period and the amounts allocated to the individual Petroleum
Costs Accounts, including the principles and keys employed in the allocation.

SECTION 3 — BASIS OF CHARGES TO PETROLEUM COSTS ACCOUNT

Subject to the provisions of this Agreement and of this Accounting Guidelines &
Procedure, CONTRACTOR shall charge the Petroleum Costs Accounts with all
Petroleum Costs (but no item shall be charged more than once), according to the
following principles:
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@) All goods and services provided by the Contractor Parties and their Affiliates
shall be at cost and shall not be structured to generate a profit.

2) Any receipt, offset, credit or refund actually received by a Contractor Party or
its Affiliate from any Person, whose corresponding cost was previously
included as a Petroleum Cost, shall be credited to the Petroleum Costs
Account and shall reduce Petroleum Costs. Such receipts, offsets, credits and
refunds shall include insurance proceeds.

Petroleum Costs shall include but shall not be limited to the following items:

A. PERSONNEL RELATED COSTS

(1 The salaries, wages and related costs of:

@) employees of the CONTRACTOR,

(ii) employees of the CONTRACTOR’s Affiliates and/or entities
comprising the CONTRACTOR temporarily or permanently
assigned in the Kingdom of Bahrain; and

(iii)  employees of the CONTRACTOR’s Affiliates and/or entities
comprising the CONTRACTOR outside the Kingdom of
Bahrain temporarily and directly engaged in Petroleum
Operations,

shall be chargeable to the Petroleum Costs Account.

2) Costs for salaries, wages and related costs may be charged to the
Petroleum Costs Account on an actual basis or at a rate based upon the
average cost in accordance with the CONTRACTOR’s usual practice.

3) Reasonable expenses (including related travel costs) of those
employees whose salaries, wages and related costs are chargeable to
the Petroleum Costs Account or for which expenses the employees are
reimbursed under the usual practice of the CONTRACTOR shall be
chargeable to the Petroleum Costs Account.

4) The costs of the provision of all training in accordance with Article 24
shall be included as Petroleum Costs and shall be cost-recoverable.

B. TRANSPORTATION

Transportation of Material necessary for the performance of Petroleum Operations,
including costs of packaging, brokerage, insurance and other related costs.

C. BUILDINGS

Building costs, maintenance and related costs and rents paid for all offices, houses,
camps, warehouses and other types of buildings (all in the Kingdom of Bahrain), and
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the cost of equipment, installations, furniture, fixtures and supplies necessary for the
operations of such buildings and facilities.

Furniture, fixtures shall be of a reasonable standard for an effective and functional
work environment in compliance with health and safety regulations and as per Good
International Petroleum Industry Practices.

D. SERVICES

(1)

2)

3)

The cost of services provided by consultants and advisors, contract
services, and other services procured from outside sources, rentals or
compensation paid or incurred (after deduction of all discounts actually
received) for the use of any equipment and facilities, and generally any
and all services and works performed by contractors and
subcontractors in connection with the Petroleum Operations.

The cost of services rendered by the Contractor Parties and/or their
Affiliates in connection with Petroleum Operations pursuant to
technology and shareholder support agreements.

The cost of Material furnished by Contractor Parties that are used in
Petroleum Operations and/or their Affiliates. The basis for charging the
Operating Account for the Materials provided by the Contractor Parties
and their Affiliates is contained in Section 3(M).

E. INSURANCE AND CLAIMS

(1)

2)

Premiums paid for insurance required by local law or otherwise taken
by CONTRACTOR in accordance with the provisions of Article 25 of
the Agreement for and in respect of the Petroleum Operations
hereunder, and with respect of those international insurance policies
subscribed to by CONTRACTOR, a share of premiums proportional to
Petroleum Operations carried out under this Agreement shall be
charged to the Petroleum Costs Account.

All actual expenditures incurred and paid by CONTRACTOR in
settlement of any and the losses, claims, damages and judgments and
any other expenses, including legal services and payment of
deductibles, shall be charged as aforesaid, provided however, that
CONTRACTOR shall procure and maintain insurance coverage
against such losses, claims, damages and judgments in accordance with
requirements of this Agreement. If CONTRACTOR does not comply
with the terms of this Section 3(E)(2), CONTRACTOR shall not in any
event charge the Petroleum Costs Account for such expenditures.

For the avoidance of doubt, the Petroleum Costs Account shall be credited
with the proceeds of all settlements and payments received from insurers or
others in relation to Petroleum Operations.
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F. DAMAGES AND LOSSES

(D Costs necessary for the maintenance, repair or replacement of
Materials held for use in Petroleum Operations, which costs result from
damages or losses incurred by fire, flood, storm, theft, accident or any
other cause, which are not in fact recovered from insurance maintained
pursuant to this Agreement, as well as expenditures incurred in the
settlement of all losses, claims, damages and judgments related to such
maintenance, repair or replacement of Materials held for use in
Petroleum Operations.

2) All costs and expenses necessary to indemnify NOGA and its
Affiliates or to replace or repair damages or losses in connection with
Petroleum Operations, which have not been paid out of insurance
proceeds

G. LEGAL EXPENSES

All costs and expenses of litigation or legal services otherwise necessary or expedient
for and in respect of the Petroleum Operations hereunder, including attorneys’ fees
and expenses, together with all judgments obtained against the Parties or any of them
on account of the Petroleum Operations under the Agreement, and actual expenses
incurred by CONTRACTOR in securing evidence for the purpose of defending
against any action or claim prosecuted or urged against the Petroleum Operations
hereunder. In the event that actions or claims affecting the interests hereunder shall be
handled by the legal staff of CONTRACTOR or its Affiliates, a charge commensurate
with the cost of providing and furnishing such services shall be made to the Petroleum
Costs Account. For the avoidance of doubt, any costs and expenses incurred by
CONTRACTOR relating to litigation or arbitration between the Contractor Parties
shall be characterized as Non-recoverable Costs.

H. ENERGY AND UTILITIES EXPENSES

Charges for fuel, electricity, heat, or other energy sources, water and other utilities
used in Petroleum Operations.

L. COMMUNICATIONS CHARGES

Costs of acquiring, leasing, installing, operating or otherwise using, repairing and
maintaining communications systems used for Petroleum Operations, including
telephone (land line and mobile) and radio, microwave and satellite facilities.

J. INFORMATION TECHNOLOGY AND AUTOMATION SYSTEMS

Costs of developing, studying, consulting, acquiring, installing, operating or otherwise
using, repairing and maintaining information technology and automation systems used
for Petroleum Operations, including hardware, software and software licenses.

K. GENERAL OPERATIONS CHARGES

(a) Expenditures necessary for the acquisition, maintenance,
renewal or relinquishment of licenses, permits and contractual
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rights acquired and maintained in force for the conduct of
Petroleum Operations in accordance with the provisions of the
Agreement.

(b) Costs incurred in connection with the construction, pre-
fabrication, fabrication, installation, tie-ins, procurement,
commissioning, testing and start-up of Facilities related to
Petroleum Operations.

() Costs of health, safety and environmental programs, including
surveys, environmental impact assessments, and environmental
baseline assessments undertaken for Petroleum Operations, in
accordance with the Agreement or as required by the laws of
the Kingdom of Bahrain or as otherwise agreed between the
Government and CONTRACTOR or as directed by the
Management Committee. The above shall include
archaeological and geophysical surveys relating to the
identification and protection of cultural resources, the
environment and related surveys, ecological reviews, pollution
containment charges and costs for the removal of equipment
and debris.

(d) The costs of decommissioning and abandonment of wells and
facilities in the Deep Gas Contract Area as provided for in the
Agreement.

L. CONTRACTOR PARTY OFFICES IN THE KINGDOM OF BAHRAIN

Unless otherwise recoverable pursuant to the provisions of this Accounting
Guidelines & Procedure, the costs of the personnel, and related office costs,
performing administrative, legal, accounting, purchasing, treasury, employee
relations, computer services, technical support and other similar functions in offices of
the Contractor Parties in the Kingdom of Bahrain shall not be charged under the
preceding provisions of this Accounting Guidelines & Procedure.

M. MATERIALS
1- MATERIALS PURCHASED BY CONTRACTOR

Material purchased for the Petroleum Operations shall be treated as inventory
(working capital) and be charged to the Petroleum Costs Account as and when
used in operations. Material purchased shall be charged at the price paid by the
relevant Contractor Party or their Affiliates after deduction of all discounts
actually received. The said price shall include such costs as (without
limitation): inspection and expediting charges; transportation charges;
insurance charges; loading and unloading fees; import duties, fees and costs
directly and exclusively attributable to the procurement of Materials; and
applicable taxes, if any, of producing such Materials.
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2- MATERIAL FURNISHED BY THE CONTRACTOR

Material required for Petroleum Operations shall be purchased for direct
charge under Section 3(M)(1) whenever practicable, except that the Contractor
Parties may furnish such Material from its stocks under the following
conditions:

1. New Material transferred from CONTRACTOR’s stock or other properties
shall be charged at the lower of the original purchase price and the current
market price.

2. Excluding drilling materials including drilling bits, Material which is equal
to new, but superficially worn and is sufficiently re-conditioned to be
suitable for re-use, shall be charged at no more than seventy five percent
(75%) of the lower of the original purchase price or current market price.
This category shall include, but not be limited to, Material that has
undergone a reconditioning process and has been restored to fully
serviceable condition.

3. Material which cannot be classified in accordance with Sections
3(M)(2)(1) and 3(M)(2)(2), being material suitable for use in its original
function only after repair or reconditioning or Material which has been
downgraded for use under reduced service conditions, shall be charged at
fifty percent (50%) of the lower of the original purchase price and current
market price, and all costs of repair and reconditioning shall be deemed
included in such charge.

4. Tanks, derricks, buildings and other Material involving erection costs,
shall be charged at applicable percentage of the original purchase prices
for similar unassembled new material.

5. Import duties, directly applicable taxes and transportation costs shall be
added to the costs mentioned in Sections 3(M)(2)(1) to 3(M)(2)(4), upon
submittal of the supporting documents.

3- WARRANTY OF MATERIAL PURCHASED OR FURNISHED BY
THE CONTRACTOR

1. In the event that any Material purchased by CONTRACTOR or its
Affiliates pursuant to Section 3(M)(1) is defective and in respect of
which there exists a manufacturer’s or supplier’s guarantee or
warranty, express or implied, CONTRACTOR shall use its reasonable
endeavours to recover from the manufacturer or supplier in question
under such guarantee or warranty, and any adjustment received by
CONTRACTOR from such manufacturer or supplier shall be credited
to the Petroleum Costs Account, if such Material constitutes a
Petroleum Cost.

2. In the event that any Material purchased (but covered by Section
3(M)(3)(1)), or furnished by CONTRACTOR pursuant to Sections
3(M)(1) or 3(M)(2) is defective at the time it was purchased or
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furnished or is determined to be defective shortly thereafter, then
CONTRACTOR shall credit the Petroleum Costs Account with the
costs thereof, if such Material constitutes a Petroleum Cost.

4- PREMIUM PRICES

Whenever immediately required Material is not readily obtainable at the
customary supply points and at prices specified in this Appendix due to
national emergencies, strikes or other unusual circumstances over which
CONTRACTOR has no control, CONTRACTOR may charge for the required
material on the basis of the direct cost and expense incurred for procuring such
Material, in making it suitable for use, and in moving it to the location at
which such Material is required.

EQUIPMENT AND FACILITIES RENDERED BY THE
CONTRACTOR OR ITS AFFILIATES

Equipment and facilities owned by the CONTRACTOR or any of its Affiliates
may, with the prior written approval of NOGA (which approval shall not be
unreasonably withheld), be utilized in the Petroleum Operations. For the use
of any such owned equipment and facilities, the Operating Account (or the
Expenditure Account) shall be charged on a competitive basis, which shall not
exceed the average commercial rates for similar facilities and equipment.
Such cost shall be determined according to the cost accounting of the
CONTRACTOR or the respective Affiliates, such that no gain or loss accrues
to the CONTRACTOR and provided that such cost is not higher than the
international cost for equipment and facilities of similar quality on similar
terms, prevailing at the time such equipment and facilities are rendered.

TAXES

Subject to the provisions of the Agreement, all local taxes of every kind (other
than income tax), levies, fees, duties, imposts or any other such charge, if any,
assessed or levied, in connection with the Petroleum Operations and which
have been paid by CONTRACTOR or its Affiliates or NOGA in the Kingdom
of Bahrain for the benefit of the Petroleum Operations hereunder.

INVENTORIES TAKING

1. At reasonable intervals, at least once annually, inventories (working
capital) shall be taken by CONTRACTOR of the Material as is
ordinarily considered controllable.

2. A reconciliation shall be made between the inventory and the records
of stock held in the Petroleum Costs Account, and a list of surpluses
and shortages shall be determined by CONTRACTOR. Relevant
financial adjustments shall be made by CONTRACTOR for surpluses
and shortages, with relevant explanations where available.

3. If CONTRACTOR determines it is appropriate to dispose of any
surplus Material, it must advise NOGA of proposed disposals having
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a value in the Petroleum Costs Account of one hundred thousand
Dollars ($100,000) or more.

OTHER EXPENDITURE

Any other legitimate costs and expenses, other than those covered by the
foregoing provisions of this Section 3 incurred by CONTRACTOR for the
performance of the Petroleum Operations will be charged to the Petroleum
Costs Account, provided such charges are approved by the Management
Committee, such approval not to be unreasonably withheld. For the avoidance
of doubt, bonus payments paid pursuant to Article 15 shall not be chargeable
to the Petroleum Costs Account and shall not be cost recoverable. The same
shall also apply to any costs associated with Jauf development.

ADMINISTRATIVE OVERHEAD CHARGES

(1)  While the CONTRACTOR is conducting the Petroleum Operations
under the Agreement, overhead costs over and above the expenses directly
associated with the Petroleum Operations, other than those chargeable
pursuant to the preceding provisions of this Section 3 shall be deemed to be
Petroleum Costs and shall be calculated as follows:

(a) five per cent (5%) of the first ten million Dollars ($10,000,000)
of the aggregate of all Exploration Costs and Development
Costs excluding interest; three per cent (3%) of the next ten
million Dollars ($10,000,000) of the aggregate of all
Exploration Costs and Development Costs, excluding interest;
and thereafter two per cent (2%) of all Exploration Costs and
Development Costs, excluding interest; and

(b) five percent (5%) of all Operating Costs for the first five (5)
years after the Production Commencement Date; four percent
(4%) for the next five (5) years; three percent (3%) for the next
five (5) years; two percent (2%) for the next five (5) years; and
one percent (1%) for each year thereafter.

2) Such overhead charges shall be considered compensation for the
indirect services and costs for the CONTRACTOR’s offices outside the
Kingdom of Bahrain not otherwise directly chargeable, and related to
performing administrative, purchasing, legal, accounting, treasury, tax,
employee relations, technical direction and know how and other functions for
the benefit of the Petroleum Operations. Such charges shall also include
services of all personnel of the CONTRACTOR’s parent company (if any) in
offices outside the Kingdom of Bahrain not otherwise chargeable, including
salaries and wages, plus applicable burdens and expenses of such personnel.
Overhead charges under this section shall be characterized as Development
Costs.

(3)  The Statement of Petroleum Costs shall separately include a detailed
statement of overhead costs charged under the Agreement.
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APPENDIX E

PROCEDURE FOR EXPERT DETERMINATION

The purpose of this Appendix E is to establish the methods and rules for appointing
Experts pursuant to the Agreement.

1.

A party seeking to refer a matter for Expert determination may submit to the
other Party the names of three (3) experts and the other Party shall, within
thirty (30) days, by notice to the other, choose one (1) of the said experts as the
Expert or give notice to the other Party that none of the three (3) named experts
is acceptable, in which case the I.C.C. Centre for Expert Appointment in Paris
(the “CEA”) shall, at the request of either Party, appoint the Expert according
to the procedure set out under Section 2 hereof. If the receiving Party does not
select one (1) of the three (3) named experts, and also does not give notice
rejecting all nominees, the Party who submitted the names of three (3) experts
may select (1) of the said experts as the Expert.

In case the CEA shall appoint the Expert according to Sections 1 or 4(d) of
this Appendix E, both Parties shall submit to the CEA within thirty (30) days
from the date on which the receiving Party has given notice as stated in Section
4(d) hereof; a list of up to five (5) experts stated in order of priority. If a Party
fails to submit such list within the time limit prescribed, the CEA shall appoint
the Expert from the list submitted by the other Party. If the Parties each submit
a list, the CEA shall:

(a) appoint as the Expert any expert included in both lists as
submitted by the Parties in order of priority; or

(b) if none of the experts is named in both lists, the CEA shall
appoint as the Expert one (1) of the experts included in any one
of the lists submitted by the Parties.

Notwithstanding the foregoing, the Party desiring Expert determination may
elect, or the other Party receiving the notice may elect, within the aforesaid
thirty (30) day period as stated in Section 1 hereof; to have a panel of three (3)
Experts, none of whom need to be mentioned in aforesaid notice, to be
appointed under and determine the matter in accordance with Section 4 hereof.

Wherever in this Appendix E three (3) Experts are appointed to determine any
matter, said Experts shall constitute a panel which shall be appointed in the
following manner;

(a)  Each Party shall be entitled to appoint one (1) Expert.

(b)  The Party desiring Expert determination shall give notice to that effect
to the other and shall in said notice appoint the first Expert to the
panel.

(c)  The Party receiving said notice shall within thirty (30) days, by notice
to the other, appoint the second Expert to the panel, and if it shall fail
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to do so within this period, such appointment shall be made, at the
request of the other Party, by the CEA.

(d)  The two (2) Experts so appointed shall, within thirty (30) days, appoint
the third Expert to the panel, and if they shall fail to do so within this
period, such appointment shall be made at the request of either Party
by the CEA according to the procedure set out under Section 2 hereof.

An Expert shall be an independent and impartial person of international
standing with relevant qualifications and experience. In particular, no person
shall be appointed to act as an Expert under this Appendix E unless he shall be
qualified by education, training and experience to determine the subject
matter, fluent in the English Language and he shall not be an employee, agent,
or representative or have any financial interest in any of the Parties or their
Affiliates.

The Expert or panel of Experts appointed pursuant to this Appendix E shall
promptly fix a reasonable time and place for receiving submissions or
information from the Parties, and said Expert or panel of Experts may make
such other inquiries and require such other evidence as may be necessary for
determining the matter, keeping the Parties duly informed. All information
and data submitted by any of the Parties as confidential shall be and remain
confidential to the Expert(s) and to the other Party, provided that a Party
receiving such confidential material may have an internationally recognised
expert adviser, and/or counsel examine the confidential material and advise
that Party on a professional basis without compromising said confidentiality.
Both Parties shall have the right to make representations to the Expert or panel
of Experts.

The Expert or panel of Experts shall render its decision within ninety (90) days
after the date of the appointment of the Expert or, in the case of a panel of
Experts, the third Expert. If the Expert(s) fail to render a decision within this
time period, either Party may request a new Expert or a new panel of Experts,
in which case the appointment of the preceding Expert or panel of Experts
shall cease.

In the event that a panel of Experts is to determine the matter, such panel shall
make its decision by the affirmative vote of a majority of the panel members.

An Expert or panel of Experts shall render decisions independently and
objectively, based on Good International Petroleum Industry Practices, taking
into account usual commercial considerations within the oil and gas industry
for comparable areas and further in accordance with the terms and conditions
of this Agreement.

The determination of the Expert or panel of Experts shall be final and binding
upon the Parties concerned, except in the case of fraud or manifest error. The
award of the Expert or panel of Experts and the findings upon which it is
based shall be given in writing.
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11. Each Party agrees to bear the costs, fees and expenses of the Expert
determination, including the fees of the Expert(s), in equal portions. Each
Party shall bear its own costs, fees and expenses, including those of all
counsel, advisors, witnesses and employees retained by such Party.

12.  An Expert(s) appointed pursuant to this Appendix E may not be a citizen or
permanent resident of the Kingdom of Bahrain, nor employed by NOGA or
CONTRACTOR or any of their Affiliates.
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APPENDIX F

ANCILLARY AGREEMENTS
(A)  GSA

NOGA or an Affiliate of the Kingdom of Bahrain (the “Non-Associated Gas
Buyer”) shall enter into an agreement for the sale of dry gas resulting from
CONTRACTOR’s allocation of Non-Associated Gas (the “GSA”) with
CONTRACTOR, which shall set out the terms and conditions governing the
sale of dry gas as per the provisions of Articles 16.1 and 16.2.

(B)  Associated Liquid Sales Agreement

NOGA or an Affiliate of the Kingdom of Bahrain (the “Associated Liquid
Buyer”) shall enter into an agreement for the sale of Associated Liquid
resulting from CONTRACTOR’s allocation of Non-Associated Gas (the
“Associated Liquid Sales Agreement”) with CONTRACTOR, which shall
set out the terms and conditions governing the sale of Associated Liquid as per
the provisions of Articles 16.3, 16.4, 16.5 and 16.6.

(C) BAPCO Cooperation Agreement

BAPCO (upon procurement of NOGA) and CONTRACTOR shall enter into a
cooperation agreement (the “BAPCO Cooperation Agreement”), which shall
set out the terms and conditions governing the relationship between BAPCO
and CONTRACTOR.

(D)  Tatweer Cooperation Agreement

Tatweer (upon procurement of CONTRACTOR), NOGA and
CONTRACTOR shall enter into a cooperation agreement (the “Tatweer
Cooperation Agreement”), which shall set out the terms and conditions
governing the relationship between Tatweer, NOGA and CONTRACTOR
including an express statement from the parties that each party acknowledges
and agrees that this Agreement is stand alone and fully independent of any
other project related to petroleum operations in the Kingdom of Bahrain.

(E) Banagas Cooperation Agreement

Banagas (upon procurement of NOGA) and CONTRACTOR shall enter into a
cooperation agreement (the “Banagas Cooperation Agreement”), which
shall set out the terms and conditions governing the relationship between
Banagas and CONTRACTOR.
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APPENDIX G

FORM OF BANK LETTER OF GUARANTEE

REF.: [ ] [Date]

National Oil and Gas Authority
PO Box 1435

Manama

Kingdom of Bahrain

Attention: H.E. The Minister

Re: OUR IRREVOCABLE LETTER OF GUARANTEE No. [Insert ref]

Gentlemen:

By order of our client, [ ] (the CONTRACTOR), we, [ ] (the Bank), having its
registered office at [ ] ([ ] License Number [ ]), hereby confirm the following:

1.- Establishment of Letter of Guarantee:

We hereby establish this irrevocable Letter of Guarantee No. [ ] in your favour,
according to which we hereby undertake and guarantee to pay to you unconditionally
and immediately and without any protest or objection from the Contractor, the Bank
and/or any other person, the amount of [ ] United States Dollars (USD [ ]) in the event
the CONTRACTOR has failed to fulfil its obligations to complete the [ ] Exploration
Phase Work Programme Commitments, pursuant to the signed Exploration and
Production Sharing Agreement for Bahrain Onshore Deep Gas between the National
Oil and Gas Authority (NOGA) and the CONTRACTOR, effective as of [ ] (the
EPSA).

2.- Payments under the Letter of Guarantee

Payment of the guarantee to complete the Minimum Work Programme Commitments
under this Letter of Guarantee is available to you against presentation of a written
request by you for payment in the form of Exhibit (I) hereto and a copy of the
applicable notice given to the CONTRACTOR that the Minimum Work Programme
Commitments have not been fulfilled in accordance with Article 5 of the EPSA. Such
payment shall be made immediately and without any protest or objection from the
CONTRACTOR, the Bank and/or any other person.
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3. - Reduction of the Letter of Guarantee Amount

The total amount available hereunder shall be reduced by the amount stated in, and
only after delivery of, a signed notice from NOGA in the form of Exhibit II hereto.

4.- Interest for Late Payment

If the Bank does not pay the claimed amount under this Letter of Guarantee within
five (5) working days of our receipt of the notice, then NOGA shall be entitled to
receive interest on the amount payable at a daily rate of LIBOR to be paid by the
Bank to NOGA for any such delay. In case of any dispute between NOGA and the
Bank in respect of this request, the Bank shall deposit the amount requested in an
escrow account with the National Bank of Bahrain (Main Branch) to be paid in
accordance with an award by the arbitrator pursuant to any arbitration undertaken in
connection with the above referenced Letter of Guarantee.

5.- Validity of this Letter of Guarantee
(a) This Letter of Guarantee is valid from [ Jto [ ].

(b) We hereby, irrevocably and unconditionally, guarantee the payment of all
amounts under this Letter of Guarantee not having been reduced in accordance with
Item 3 above, without any protest or objection from the Contractor, the Bank and/or
any other person, immediately within five (5) working days of receipt by us of your
written notice.

(© If requested by us to you in writing, you shall return to us the original Letter of
Guarantee upon its expiry or upon the fulfilment of its terms, whichever may first
occur.

6.- Governing Law and Dispute Resolution

(a) This Letter of Guarantee shall be governed by and construed in accordance
with the laws of the Kingdom of Bahrain.

(b) All disputes in respect of all aspects of this Letter of Guarantee, if not firstly,
and as a prerequisite procedure, amicably resolved, shall be finally settled in
accordance with the UNCITRAL Arbitration Rules in effect on the date on which the
proceeding is instituted. Such proceedings shall be undertaken by a sole arbitrator,
mutually selected by NOGA and the Bank. If NOGA and the Bank do not agree on
the identity of the arbitrator within thirty (30) days of the notice from one party to the
other to initiate an arbitration proceeding, then the President of the Civil Court of
Appeals of the Kingdom of Bahrain shall appoint such arbitrator. The arbitration
proceeding shall take place in Manama, Kingdom of Bahrain, and shall be conducted
in the English language.

For [ ] For [ ]

Authorised Signatory Authorised Signatory
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EXHIBIT I
[INOGA LETTERHEAD]
REQUEST FOR PAYMENT UNDER IRREVOCABLE LETTER OF
GUARANTEE NO......
DATE:

[ ] (address)
Re: Irrevocable Letter of Guarantee No......
Gentlemen:

Please be advised that we hereby request immediately and without any protest or
objection from the Contractor, the Bank and/or any other person, payment as defined
in your above referenced Letter of Guarantee and that:

1. [ ] (the CONTRACTOR) did not fulfil its Minimum Work Programme
Commitments, pursuant to Article 5 of the Exploration and Production Sharing
Agreement in respect of Onshore Deep Gas between the National Oil and Gas
Authority (NOGA), and the CONTRACTOR, effective as of [ | (the EPSA), within
the period specified therein and we are entitled to and hereby request full and
immediate payment under the above referenced the Letter of Guarantee.

2. NOGA has notified the CONTRACTOR at least seven (7) days before the date
hereof that the Minimum Exploration Phase Work Programme Commitments have not
been fulfilled. A copy of this written notice to the CONTRACTOR is attached hereto.

3. This request for payment is in the amount of United States Dollars (USD ).
Please transfer these funds to our Account No at (name of bank) within five (5)
working days of receiving this request.

4. If the Bank does not pay the claimed amount under this Letter of Guarantee
within the above-defined five (5) working days, then NOGA shall be entitled to
receive interest on the amount payable at a daily rate of LIBOR for the USD to be
paid by the Bank to NOGA for any such delay pursuant to this request.

In case of any dispute between NOGA and the Bank in respect of this request, the
Bank shall deposit the amount requested in an escrow account with the National Bank
of Bahrain (Main Branch) to be paid in accordance with an award by the arbitrator
pursuant to any arbitration undertaken in connection with the above referenced Letter
of Guarantee.

NATIONAL OIL AND GAS AUTHORITY
BY

SIGNATURE

TITLE

COPY TO THE CONTRACTOR
[]
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EXHIBIT 11
[NOGA LETTERHEAD]

NOTICE OF REDUCTION OF IRREVOCABLE LETTER OF GUARANTEE
NO.... DATE ....

[ ] (address)
Re : Irrevocable Letter of Guarantee no.......
Gentlemen :

The attached certificate from [ ] (the CONTRACTOR), countersigned by the
NATIONAL OIL AND GAS AUTHORITY (NOGA), certifies that the referenced
item of work has been completed in accordance with Article 5 of the Exploration and
Production Sharing Agreement in respect of Onshore Deep Gas between NOGA and
the CONTRACTOR, effective as of [ ], and that all technical data related thereto has
been delivered to NOGA.

You are hereby authorized and instructed to reduce the amount of the above
referenced Letter of Guaranty by the amount of .................. United States Dollars
(USD........ ) and to notify the CONTRACTOR of this reduction.

NATIONAL OIL AND GAS AUTHORITY
BY

SIGNATURE

TITLE

COPY TO THE CONTRACTOR
[]
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APPENDIX H

FORM OF PARENT COMPANY GUARANTEE

An Exploration and Production Sharing Agreement (hereafter the Agreement)
in respect of Petroleum Operations relating to Bahrain Deep Gas was executed
on [ 2011] between The National Oil and Gas Authority of the
Kingdom of Bahrain (hereafter NOGA) and Occidental of Bahrain Deep Gas,
LLC (hereafter the CONTRACTOR PARTY), a company incorporated under
the laws of Delaware, USA.

This guarantee is hereby given as of [ 2010] to NOGA by
, a company incorporated under the laws of
and having its registered office in
being the ultimate parent company of the Company

(Parent Company).

Parent Company represents and warrants to NOGA that Parent Company is the
ultimate parent company of the Contractor Party and the [direct/indirect]
owner of all of the issued and outstanding equity share capital of the
Contractor Party. Parent Company, by this guarantee, irrevocably and
unconditionally guarantees to NOGA, that it shall provide to the Contractor
Party all technical resources that the Contractor Party may require to meet on a
timely basis its Obligations (as defined in Section 4).

Parent Company, by this guarantee, irrevocably and unconditionally
guarantees to NOGA, as principal obligor and not merely as surety, the due,
timely, prompt, full, and complete performance by the Contractor Party of all
terms, provisions, conditions, obligations, and agreements to be performed in
accordance with the Agreement, as well as any and all amendments to the
Agreement which may subsequently be executed by NOGA and
CONTRACTOR (collectively hereafter Obligations).

If the Contractor Party fails to perform any or all of its Obligations to the
extent required by the Agreement or commits any breach of these Obligations,
and fails to remedy any such breach within the time limits therefor contained
in the Agreement, Parent Company shall, upon receiving NOGA’s written
request, forthwith perform or cause to be performed the Contractor Party’s
unfulfilled Obligations in accordance with the Agreement, free of offsets,
without restriction or conditions not otherwise contained in the Agreement,
and notwithstanding any contestation or objection by the Contractor Party.
Parent Company waives any right it may have of first requiring NOGA to
proceed against or enforce any other rights or other guarantee or security with
respect to or claim payment from either the Contractor Party or
CONTRACTOR before making a demand against or claiming from Parent
Company hereunder. In the event and to the extent that Parent Company
performs the Contractor Party’s Obligations to be performed by it in
accordance with the Agreement, Parent Company shall be entitled to and shall
receive all of the rights and benefits to which the Contractor Party is entitled
under the Agreement, and shall procure the settlement of the Contractor
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Party’s liabilities and losses or damages arising out of the Contractor Party’s
failure to perform its Obligations to the extent required by the Agreement.

As separate and primary obligations, Parent Company shall indemnify and
hold NOGA harmless against all costs, liabilities, losses and/or damages
resulting from or arising out of the Contractor Party’s breach of its
Obligations, and/or Parent Company’s breach of this guarantee.

NOGA shall have the right, at its option, in the event of default by Parent
Company to perform this guarantee, to engage another party, other than Parent
Company or the nominee of Parent Company to perform the unfulfilled
Obligations of the Contractor Party, and Parent Company hereby undertakes to
pay any and all reasonable additional costs thereby incurred by NOGA.

This guarantee shall ensure to the benefit of NOGA and its successors and
permitted assigns. NOGA may at any time assign or otherwise transfer any or
all of its rights hereunder to an Wholly-Owned Affiliate of NOGA that
assumes the rights and obligations of NOGA under the Agreement in
accordance with Article 28.1(0) of the Agreement, provided that NOGA shall
promptly notify Parent Company of such assignment. Parent Company shall
not, without the prior written consent of NOGA, assign or transfer any or all of
its obligations hereunder, but may cause others to perform its obligations
hereunder.

This guarantee is a continuing guarantee and shall be effective as of the
Effective Date of the Agreement, and remain in force until the Contractor
Party has no further Obligations and/or Parent Company has no further
obligations pursuant to or arising out of Sections 4, 5, 6 and/or 7 of this
guarantee upon which date it shall be automatically cancelled; provided,
however, that notwithstanding any provision contained in this Guarantee the
liability of Parent Company for its obligations pursuant to this Guarantee shall
in no event exceed the Contractor Party’s liability for its obligations under the
Agreement existing at the time of NOGA’s request pursuant to Section 5.

Parent Company’s obligations shall not be exonerated by the following
described actions, circumstance, matter, or thing which, but for this provision,
might operate to release or otherwise exonerate Parent Company from its
obligations including, without limitation, and whether or not known to Parent
Company or NOGA:

(a) any amendment, modification, extension, indulgence, time, waiver, or
concession granted to CONTRACTOR or the Contractor Party,
whether as to payment, time, performance, or otherwise;

(b) the taking, variation, renewal, or refusal or neglect to perfect or enforce
the Agreement or any rights or remedies against or securities granted
by CONTRACTOR or the Contractor Party;

(©) any legal limitation, disability, incapacity or other similar
circumstances relating to CONTRACTOR or the Contractor Party;
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11.

12.

13.

14.

15.

16.

(d) any unenforceability, invalidity, or frustration of any Obligations of
CONTRACTOR or the Contractor Party, with the intent that Parent
Company’s obligations hereunder shall remain in full force and this
guarantee shall be construed accordingly as if there were no such
unenforceability, invalidity, or frustration; and/or

(e) the bankruptcy or insolvency of CONTRACTOR or the Contractor
Party.

No failure to exercise, and no delay in exercising on the part of NOGA, any
right, power, or privilege hereunder shall operate as a waiver thereof, nor shall
any single or partial exercise of any right, power, or privilege preclude any
other or further exercise thereof, or the exercise of any other right, power, or
privilege. No waiver by NOGA shall be effective unless it is in writing.

The rights and remedies of NOGA herein provided are cumulative and not
exclusive of any rights or remedies provided by law. The guarantee shall not
be reduced or defeated by any other compensation which NOGA receives on
account of any breach, claim, liability or loss by CONTRACTOR or the
Contractor Party.

If any provision of this guarantee is prohibited or unenforceable in any
jurisdiction, such prohibition or unenforceability shall not invalidate the
remaining provisions hereof, or affect the validity or enforceability of such
provision in any other jurisdiction.

Terms defined in the Agreement shall have the same meanings in this
guarantee, except as otherwise defined herein.

This guarantee shall be governed by, subject to, and construed and interpreted
in accordance with the existing laws of the Kingdom of Bahrain.

Any dispute between NOGA and Parent Company regarding this guarantee
which cannot be settled amicably between them within three (3) months from
the date such dispute arises, shall be submitted to and finally settled by
arbitration in accordance with the Agreement, mutatis mutandis.

By:
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APPENDIX I

FORM OF ASSUMPTION DEED

THIS DEED OF ADHERENCE (this “Deed”) is made on the [®] day of [e]
BETWEEN:

) [#] of [®]; and [®] of [e®] [Note: add details of other continuing parties as
necessary] (together the “Continuing Parties”);

2) [®] of [®] (the “Assignor”); and
3) [®] of [®] (the “Assignee”).
WHEREAS:

(A)  Pursuant to an Exploration and Production Sharing Agreement (the “EPSA”)
executed on [e] between The National Oil and Gas Authority (“NOGA”) and [ ],
the Contractor [Party/Parties] was/were empowered to act as CONTRACTOR in
respect of Bahrain Deep Gas on and subject to the terms of that EPSA.

(B) NOGA, the Continuing Parties[,the Assignee] and the Assignor are the current
parties to the EPSA.

[General Assignment Option - assignments pursuant to Article 28.1(A) or 28.1(B):

© The Assignor wishes to assign [its entire Participating Interest] [a [insert
percentage] Participating Interest] (the “Assigned Interest”) to the Assignee.

(D)  NOGA has elected not to acquire the Assigned Interest pursuant to Article 28.1 of
the EPSA, and has agreed to consent to the Assignment upon and subject to the
terms and conditions of this Deed.

(E) The Assignment is subject to and conditional upon the Assignee entering into this
Deed.]

[Defaulting Party Assignment Option - assignments pursuant to Article 29.2(A):

© The Assignor is a Defaulting Contractor Party for the purposes of Article 29.2(A)
of the EPSA.

(D)  NOGA has elected not to receive the assignment of the Participating Interest of
the Assignor (the “Assigned Interest”) pursuant to Article 29.2(D) of the EPSA,
and has agreed to consent to the Assignment upon and subject to the terms and
conditions of this Deed.

(E) The Assignee is an Accepting Contractor Party for the purposes of Article 29.2(B)
of the EPSA and has agreed to assume the Assigned Interest of the Assignor.]

(###) The Assignor, the Assignee, NOGA and the Continuing Parties propose to
formalise such Assignment upon and subject to the terms and conditions of this
Deed.
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IT IS AGREED as follows:

1. DEFINITION AND INTERPRETATION

1.1

1.2

In this Deed, unless the context otherwise requires:

[“Existing Interest” means the Assignee’s Participating Interest
immediately prior to the Assignment becoming effective.]

“Assignment” means the assignment by the Assignor pursuant to Article
[28.1][29.2(B)]of the EPSA of the Assigned Interest to the Assignee.

[General Assignment Option: “Effective Date” means the date on
which the Assignee has complied with Articles 28.1(G) or 28.1(Q) of the
EPSA and Clause 5 of this Deed.]

[Default Party Assignment Option: “Effective Date” means the date on
which NOGA gave notice to the CONTRACTOR pursuant to Article
29.2(C) of the EPSA.]

In this Deed, unless the context otherwise requires, terms which are
defined in the EPSA shall have the same meaning when used in this
Deed, and Article 1.1 of the EPSA shall also apply herein.

2. CONSENT

NOGA hereby consents to the Assignment as and from the Effective Date.

3. ASSUMPTION AND ASSIGNOR’S CONTINUING OBLIGATION

3.1

32

The Assignee, as and from the Effective Date, shall observe, perform
and discharge all and any past, present or future obligations or liabilities
of the Assignor by in or under the EPSA to the extent of the Assigned
Interest as if it were a Party to the EPSA holding a Participating Interest
equal to the Assigned Interest.

The Assignor shall observe, perform and discharge all and any past,
present or future obligations or liabilities by in or under the EPSA to the
extent of the Assigned Interest up to and including the Effective Date,
but shall pro tanto be released from such obligations and liabilities to the
extent, but not otherwise, that the Assignee shall actually observe,
perform and discharge the same in accordance with Clause 3.1. The
Assignor is discharged and released from all obligations and liabilities
incurred or accruing by in or under the EPSA to the extent of the
Assigned Interest from and after the Effective Date.
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4. EPSA

4.1 The Assignee shall as and from the Effective Date be entitled to exercise
all or any rights, remedies, powers, authorities or privileges conferred by
the EPSA upon a Party to the extent of the Assigned Interest [and the
Existing Interest]. As and from the Effective Date the Assignee shall be
a Party to the EPSA having a Participating Interest equal to [the
Assigned Interest] [the aggregate of the Assigned Interest and the
Existing Interest] and the EPSA shall be deemed amended accordingly,
to the effect that as and from the Effective Date the Participating
Interests of Parties in the EPSA shall be as follows:

[insert details]

4.2 Each of NOGA and the Continuing Parties acknowledges that subject to
this Deed, the provisions of [General Assignment Option:
Article 28.1]][Defaulting Party Assignment Option: Articles 28.1 and
29.2(A)] of the EPSA have been observed in respect of the Assignment.

S. GUARANTEE

[General Assignment Option: NOGA acknowledges and agrees that the
guarantees provided in compliance with Article 6 of the EPSA by the Assignor
shall [cease upon the Effective Date][be reduced in proportion to the Assigned
Interest]. The Assignee shall, in turn, furnish NOGA with guarantees in
compliance with Article 6 of the EPSA.]

[Defaulting Party Assignment Option: NOGA acknowledges and agrees that,
notwithstanding any other provision of this Deed and Article 28.1(Q) of the
EPSA, NOGA shall not require the Assignee nor any of the Continuing Parties to:

5.1 increase the value of the guarantees provided by such parties, pursuant to
Atrticle 6.1 of the EPSA; nor

5.2 provide an additional guarantee or guarantees (whether pursuant to Article
6.1 or otherwise),

as a consequence of the termination of the EPSA with respect to the Assignor
pursuant to Article 29.2 thereof.]

6. GENERAL

6.1 The obligations and liabilities of each Party to this Deed shall be several
and not joint nor collective, each being responsible for discharge of its
own.

6.2 For the purpose of Article 34 of the EPSA, the nominated address of the
Assignee shall be as follows:

[insert details]

6.3 Article 31 (Governing Law), Article 32 (Dispute Resolution) and Article
35 (Miscellaneous) of the EPSA shall apply to this Deed mutatis
mutandis as if set out herein except as otherwise provided.
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6.4 Each Party shall be responsible for the cost of review of this Deed
otherwise all costs of and incidental to the Deed and all stamp duty and
other disbursements thereon shall be paid and borne by the Assignee.
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IN WITNESS whereof this Deed has been duly executed and delivered on the date first
set out above.



