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INDEPENDENT STATE OF PAPUA NEW GUINEA.

AN ACT

entitled

Petroleum (Gulf of Papua) Agreements Act 1976,

Being an Act to provide for the approval of certain Agreements between the State
and certain companies relating to the exploration for petroleum in the Gulf of
Papua and development of facilities to produce any commercial quantities of
petroleum discovered, and for related purposes.

1. INTERPRETATION.

In this Act, unless the contrary intention appears—

“Agreement No.
Schedule 1;

“Agreement No.
Schedule 2;

“Agreement No.
Schedule 3;

“Agreement No.
Schedule 4;

“Agreement No.
Schedule 5;

“Agreement No.
Schedule 6;

“the Agreements” means Agreements Nos. 1,
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set
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in

in
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“the commencement date” means 17 February 1977 being the date on
which the Petroleum (Gulf of Papua) Agreements Act 1976 came into

force.
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2. APPROVAL OF AGREEMENTS.

The Agreements are approved and each shall take effect according to its tenor.

3. EFFECT ON AND OF OTHER LAWS.

(1) The following Articles and Clauses of the Agreements have the force of law
as if contained in this Act and apply notwithstanding anything to the contrary in any
other law in force in Papua New Guinea or a part of Papua New Guinea:—

(@)  Articles 5 and 6 and Clauses 17.6 and 28.1 of Agreement No. 1; and
(b)  Articles 5 and 6 and Clauses 17.6 and 28.1 of Agreement No. 2; and

(¢) Articles 5 and 6, Clauses 17.6 and 28.1 and Article 30 (other than
Clauses 30.3 and 30.5) of Agreement No. 3; and

(d) Articles 5 and 6, Clauses 17.6 and 28.1 and Article 30 (other than
Clauses 30.3 and 30.5) of Agreement No. 4; and

(e) Articles 5 and 6, Clauses 17.6 and 28.1 and Article 30 (other than
Clauses 30.3 and 30.5) of Agreement No. 5; and

0)) Articles 5 and 6, Clauses 17.6 and 28.1 and Article 30 (other than
Clauses 30.3 and 30.5) of Agreement No. 6.

(2) No law at any time in force in Papua New Guinea or a part of Papua New
Guinea made after the commencement date shall affect this Act or any of the
Agreements—

(@) unless the contrary intention appears, either expressly or by
implication, in that law; or

(b) except as provided by the Agreements.

(3) Except where the contrary intention appears, either expressly or by
implication, in the Agreements or any of them, and subject to Subsections (1) and (2),
all laws at any time in force in Papua New Guinea or a part of Papua New Guinea
that are not inconsistent with this Act apply to and in relation to all acts, matters or
things done or suffered under the Agreements or any of the Agreements, as the case
may be.
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SCHEDULE 1
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Sec. 1.

AGREEMENT
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THIS AGREEMENT made the ... day of ..., 1976 BETWEEN THE INDEPEMNDENT
STATE OF PAPUA NEW GUMNEA (hevein called "the State”) of 1he fitst pail and
ARCOAUSTRALLA LIMITED [hewein called "Arce"), AUSTRALLAN SUPERIOR
OIL COMPANY LTMITED (hetein called "Anstralian™), CANADTAN SUPERICR
OIL [AUST.) FTY. LTC. (herein called "Canadian”), EES0 PAPUA MEW CUINEA
IMNC. [hevein called "EPMG"), and SUMBAY AUSTRALLA™ OIL CO. (hevein called
"Sunray”) [hevein called collectively "the Oil Coumpanies” which expression shall be
1aken 1o vefet also 4o each such company sevelal ly) of the second pati:

WHEREAS

A Peltelewn Prospeciing Licence nouober 1 issued puisoant 1o the Perrolem
{Submargay Lomefx) Act 1975 15 held by the 01l Campahies sobject 1o thei & lespective
tights and ebligations as specified:

(i1 in the said Petrclemn [(Sobuoerged Lands) Act 1975,

[11])1n the sa1d Petrelenin Prospecting Licence humber 1,

[i#1)  ih an agresment dated the 2nd day of Jahoaty, 1964+ anehg Tasiman 6l
Py, Lid., Anacapa Cotpotaticn, Suntay O Ol Cownpany and Phillips
Petiolenn Company, and

[iv) i an agreement dated 1the Hh day of Bay, 1975 unchg Alce,
Ansttalian, Canadian and Sontay of the ohe pait and EPNG of the othet
patt,

ih each case as valied by this Agleement;
B. The Stale recoghises:

[i] that discavely of coummercial guantities of Peliolemm in Papua New
Guinea will be of mmajor econaumic significance 1o the peaple of Papoa
Tew Guoinea,

[ii]that 1o enhahce the prospects of such discovely, the Slate intehds 1o rely
oh ahd pelinil compahies such as the 04l Counpanies 1o explote for and
prodoce any Petrolenin discoveties,

[#1)  thatthe Ol Cowpanies will spend latge swms of mohey on explotalion
for Petiolenin and oh developioent of facilities 1o prodoce any cowmietcial
quantities of Peliolenn discoveted, and

[i¥] thatthe ability of the 0| Commpa hies 1o spend amconts of oohey
vefetted 1o above will be dependent in palt upoh the cettainty and lohg
tetim slability of the tetins upah which the State petimits 1he Chl
Cownpanies 1o operate within Papoa Mew Guinea;

C. The Slale is ahxicus to ehsule thal the developoent of any conoetcial
discoveies of Peltelenm will secote Lthe imarimmm benefil for and adeguately
cohtibule 1o the advancemment and the sacial and ecohaumic welfave of the people of
Papua Mew Goinea, includi ng the peaple in the vicinity of the Dil Campanies”
opelatiohs ih 1 mmahhet cohsistent wilh theit heeds ahd the protection of their
ehvilohmeht

O The State ahd the 0il Cowmpahies have agleed oh 2 honbet of mattels which
abe set ool 1h this Agleeoent and while acknowledging that legislalive soversignty in
Papua Mew Guoinea is vested in the Matienal Parlianent wish the ioaitets agreed upon
1o be ah endulingattangement ahd do het intend that they shoold be alleved cther than
by agreciment between the State and the Chl Commpanies.
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NOW THIS AGREEMENT WITMESSES A5 FOLLOWS:
Articla 1. Deflnftlons

L this Agresment, ohless Lthe conlextl othetwise tequiles:

"Accmnulated Liability" has the ioeaning asciibed 1ot in Clavse 13.1;

"Affi liated Cotpotationh™ means, in velatich 1o ahy Paily a velated coumpany of
that Faity ahd “related company™” has the smoe 1oea hing asclibed thetelo
by Bectioh &(3) of the Comgrmites Acr 1963,

“the Agteamenl” ineahs this Agreement logether with the Anhexotes helelo,

"Approved Proposals” ineans proposals of anehded proposals subimitted to
the Slate putsvant 1o the provisiohs of the Offshote Act and apploved
potsnant teihat Acl;

“the Avea" imeans the avea covered by the Prospecting Licence;,

"Budget Yea" ioeans a calendar yeal couunencing oh 1si Tanoary and ending
oh the et succeeding 3151 Deceinbet;

"Citizen" mmeans a citizen, [whether hatural both ot hatutalised) of 1the State;

"Developument” moeahs activities 1h ot ih telatioh to a Development Avea
callied oh ih accotdance with the Opetati hg Agreeinent ot Joinl Opetaling
Agreeinent fob the putpose of constiucting and installing the faci ities and
inflasituciobe hecessaly Lo ehable Pradoction fioum the Avea;

"Developiment Alea” mmeahs the Blocks complizing a Developument Licence;

"Developiment Licence™ moeans a Development Licence granted under the
Offshore Act,

"Explotatioh” and "Prospecting” meah activities ih ot 1h kelatich 1o the Avea
cattied oh fol the putpose of identifyi g in the fist instance the locaticn
of any Peticlemn liaps in the Avea and theteafler in velation 1o each
Petliolenn ira p 1o detetim ne whether 11 constitoles a veservoir conlaining
sufficient Pettelenn to justify Development,

"Foregene Production™ has the woeanhing asciibed 1o il in Claose 13.1;

"Thvestigaliohs ahd Stodies” ioeans the 1 hvestigatiohs ahd studies tequived by
the Binister ohder seclioh 284 of the Offshote Adl;

“Izinl Operating Agreainehl” 1oeahs 1he agieeinent 1o be hegetiated by the
Patliesin substitution for the Opelating Agteanent;

"Licence” and "Petrolenn Licence” ioean Peltolenin Prospecti ng Licence
humber 1 ol any tehewal, exlensich, ob teplacement {hereof issoed
putsuant i the Offshote Act,

"Licehoe Canditiohs” 1oeahs those conditions ihcloded 1h the Licenhce or ahy
Developument Licence by the BMinistel as provided fot in the Offshore Act;

"Licehce yeal" means a 12 manth petiod communencing ih the fitst instahce ah
1sl Zeptemnber, 1975 and theteaflet the 12 mmenth pelicd cowmmens hg oh
1=t Septeimber in each year;

"Offshore Act” mmeans the Pefroleam (Submergad Lamels) Act 1975,

"Operati ng Agreciment” imeans the agreeinent dated the 2nd day of Janoaty,
1964, woehg Tasman Ohl Py, Lid., Ahacapa Corpetation, Suhtay DX Ol
Cowmpany and Phillips Pettolenm Cammpahy as anehded pricr 1o the date
heteof and as tegisteted with the Winister for Mines and Enelgy, as
futther unended fioun time o tioe by 1he Patlies;

"Opetati ng Cormumites” has the sune ineaning in this Agreeinent as the
imea hing asclibed 1ot ih the Opelati ng Agleeiment ;
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"Opetations” meahs cpetations ahd activilies cattied ool ondet the Operating
Agreemment anhd the Joint Opetating Agreenent ahd inclodes Explotation,
Developument ahd Praduc hg ot ahy of them as the cohlext pelimits,

"Pary” or "Paties” ineahs respectively a parly or paties to1his Agreement
ahd theil ves peclive successols ahd petinified assighs;

"Paticipating Ihletest”" means the uhdivided petcentage interest of each of 1he
Gil Companies in the Yenture Assels inupediatel y plict 1o the ass ghioent
1o the Slate of its Venlote Tnierest. A11he date of this Agreenent the
ves pective Paticipating Thilevests ave:

Ao 10.0%
Ausltahan T15%
Canadiah T15%
EPMG &2 5%
Suhlay 12 5%

"Petrelenun lneoune Tax” and "Additicnal Profits Tax" have the sane
imeahing ih this Agreemnent as the ineahing asclibed 1o them ih the facomes
Torx Act 1959,

"Positive Day” has the ineanihg asciibed 1o 11h Clanse 13.1,

"Preducing” ioeans aclivities invelved in ob in velalieh 1o ptedoc ng, keating,
{ahsum it hg, ltahs potti ng, sleti ng o handli ng of Pellolemn ploduced
fioum within the Avea, and incl odes exttacticn of Peticlenm by any
petinfled ioethod, and all wolk and opetatichs hecessaly ol cohvehient
for the fotegoi ng;

"Productich Shave™ has the ineaning ascii bed 1o 11 1h Claose 13.1;

"Shatifall Pelicd" has the mmeahihg asctibed 1o it in Claose 13.1;

"Simple Thietest” has the ioeaning ascribed 1o 11 in Clavse 13.1;

"Specified Volume" has Lhe ineaning asclibed 1211 i Claose 141,

"Wenluve Assels" imeans Propeity whether teal ob petscnal owned al 1he dale
the State gives natice ondet Clanse 13.3 or theveafier acquived as tenants
ih cowtumeh—

[a) by the Oil Counpanies in pltopotticn o theit vespective Partic pating
Lhtetests until the Sate elecis 1o acquite s Venlote Thierest, and
theteafier

[B) by the Paries in plopoiticn 1o theil tespective Yenlote Ll bests,

ahd ihcludes the Licence, ahy Developiment Licehces grahied ovel the
Area, matenals, plant, and equipioent and any Pettolenn discovered 1h the
Alea,

"Venlure Intetest” 1oea s Lthe ondivided peteentage i netest fliom e Lo tune
in the Ventore Asels and Opetations of 2 Paly after 1he assighioent 1o the
State of 2 percentage i ntetest in the Yentote Assels and Opelatiohs,

"Works and Facihties" and "Wotks ot Facilities" have the meaning asclibed
1o thewnin Aticle 15;

"Block”, "MNoum Puce”, "Peticlenn”, and "Royally” have the sune imeaning
in this Agtesiment as the ioeaning asclibed 1o them ih the Offshote Al
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Articla 2. Interpratation

21 Thihis Agteeioent ohless the contexl ctherwise teg o es—

[a) mohetaty refetences ate tefetences 1o Papua Mew Guihea coltency uhless
clhetwise s pecifica lly expressed,

[a) the headings de het affect the inletpetation ol constiuctich;

[b) vefetence 1o an Acl incl odes the aipendinents 1o that Act for the time being
in fotoe and alse to any Act passed in substilution thetefor and any
tegulatichs for the time being ih fotoe thereandet;

(&) walds unporting Lthe singolar 1 nelode the ploral and vice versa;

[d) watds unpotting ahy gendet incl ode the other genders,

[e) vefetences 1o a pelseh include 2 cotpotatioh ahd vice velsa,

£) veference 1o an Audicle, Claose ot Subclaose is 1o an Adicle, Clause ot
Subclavse of 1his Aglecioent;

[g) vefetence 1o a Wi nister shall ioean the B nister for 1he time being having
vespons bility for the patticolar subject ioatter acooldi ng 1o the context.

22 Whete any ptevision of this Agleeinent constitutes ah ohdeltaking by ohe of
the Palties 1o make a payinent ol to petfolin some acl ol to catty ool soune obligation
ol o assume saune bespohsibilily o Habiliy orte grant scune night, cohcessioh ol
advantage that pa ity shall by its execolich heveot be deeimed 1o have covenanted and
agreed with the clher Paly accoidingl y and whete any such provisioh constitules such
an ondetaking by the Cil Compa nies theve shall be desined 1o be a covenant and
agteeinent by all of themn jeintl y and each of themn severall y in vespect of such
uhdertaking.

Articla 3. Effact on and of othar bws

3.1 The Atticles and Claoses listed in Clanse 3.2 ave 1o have the foloe of law and
apply notwithstandi ng ahything 1= the contiaty in ahy cthet law in fotce in Papoa
Mew Guihea, ahd ho law at any timoe in fotee in Papua Mew Guihea moade afiet the
coimumehcewnent of 1his Agtesment shall affect those Aticles and Clanses:

[a) uhless the conttaty intentioh a ppeals expressly 1h that law; ot
[b) except as provided by 1his Agbecioent.

3.2 The ptowisicns of Claose 3.1 shall apply 1o the following:
[a) Aticle 5
[b) Anicle &
[c] Clapse 176
[d) Clapse 28.1

Articla 4.  Gondltlons pracedant

4.1  Axsooh as beaschably ptacticable afiet execotion of this Agreement the State
shall inltedoce and spehsat in the Matichal Patliament in 2 foum agteed upeh by the
Palties, 2 Bill fol ah Acl 1o applove Lhis Aglreement and 1o give the fotce of law o the
Auicles and Claoses specified in Claose 3.2,

+2  This Agtesment shall be void and of ho effect and hone of the Paities shal|
have ahy claim against ahy othel Parly with bespect 1o ahy matter clihing alising cot
of, dene or petfolmed under 1his Agtecment unless the Act refetved 1o in Subclaose
+.1(a) shal | come inlo effect ptict 1o 3151 day of Mavch, 1977.
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Articlas.  Currancy

5.1 Wouds and expressichs which have a cellaih mmeani hg whete used in the
Foreigh Exchange Regnlaticns inade under the Central Banking Act 1993 shall have
the saioe imeaning whete osed in this Article 5.

52 The Ol Companies shall be entitled 1o tetain in foleigh cottency culside
Papua MNew Guinea ploceeds of sale of all Peliclenn pteduced by the 0l Counpa hies
and expolied ovelseas 1o the exlenl hecessaly 1o ehable the Oil Compahies 1o meet
their obligations 1o pay foreign cattency duoti ng the ensuing thvee [3) ioonths in
ves pect of:

[a) the ptincipal of, intetest ahd setvices chalges oh and othet fees and
expehses belated to loahs made 1o the 04l Compahies ih foleigh coltehcy
fol putposes of theil opetatiohs undel 1his Agteciment by peisens hot
vesident in Papua Wew Guinea, whete the telirs of such leans have been
apptoved by the Bank of Papua New Guinea under the Foreign Exchange
Regulatiohs; and

[b) courumitiments ih foleigh cottency Lo petsohs hot tesident ih Papoa Mew
Guihea fot the suppl y of goods and selvices 1o the 08l Cammpanies
[ihcl nding capilal goods and selvices of foleigh employees and
cohsullants); and

(<) cuwmumitiments in tespect of dividends payable 1o shateholdels vesident
oulside Papua Mew Goihea,

previded that the aioeonts concetned ate exlablished 1o the teasonable satisfaction of
the Sate.

5.3 Whete ainounts of foveigh curtency expecied 1o be tequived by any ofthe il
Cownpa hies fot the putposes desclibed in Clanse 5.2 10 ahy thiee imonth petiod exceed
the ancunts of foleigh cortency eathings expected 1o be teceived by any of the Ol
Counpa hies ih that petied, such 0l Company mmay tequest the State lo held foleign
cuttency fol it 1o 1he level of the possi ble shottfall bul hol exceedi ng foteigh cuttency
vequiberoe his for potposes of loan repayioents wheteupoh—

() the 0¥l Campany cohcethed shall natify the State of the ammoont of the
expected shottfall and the cottencies in which the shattfall is likel y 1o
acoal;

[b) the Slate, after consullatioh with the Bank of Papoa Mew Goinea, will
advise 1he 0l Company concethed of the Kina equivalent of the shottfal |
al1he exchange rate then prevailing;

(5] the Ol Commpany concerned will lend 1o the State and the State will
bottow fiom the 0l Campany cohcerhed that wncunt in Kina,

[d) the State through the Bank of Papoa Mew Goinea will hold depasits of
foreigh exchange in the cultehcy 1o which payments will be made and of
unouhts sufficient 1o mmake such payioents ih accotdahce with the notice
which the Oil Company concerned has given 1o the Slale ondet Sobclause
5.3(a);

() the State will pay interest 1o the 04l Cawnpany concethed oh such foteigh
cultehcy deposils al a tate pet ahhwm which is the tate which the Bank of
Papua Mew Coihea eaths fol the State oh those deposits less ohe half of
che percent [0.5%:) pet anhwn 1o covel the Bank of Papoa Mew Guineas
adumn histralive ahd overhead costs, and

Sch. 1
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[£] the State will vepay any lean imade by the Oil Company concerhed under
this Clause 5.3 in the cullencies in which the deposits ate held at the time
payments ih those cottehcies by the 04l Commpany cohcethed ave doe, such
umnouhts ih foteigh cottency 1o be applied ih dischatge of the Kina ammount
of the oligi hal loah at the eachange tate tuling at the time of the oligi hal
lzan.

54 The Ol Counpanies will hot be subject 1o ot Humted by regulations ot statoles
tel aling 1o foveigh exchange and the conttal theteof that ave less favoulable 1o the Tl
Cawopanies ot ahy of them than the regolations and statnles of genetal application to
petsans dealing with foreign exchange in Papua Mew Goinea nat will regulations or
staloles telati hg 1o foteigh exchange and the contial theteof be applied in velatich 1o
any of the 0§l Coumpanies ih 2 mwannet less favootable 1o thean than the mannet in
which they ave generall ¥ applied 1o cthers 1o whon 1they ave applicable.

55  Atall tunes the il Companies shall have the tight 1o buy and sell Kina at
tales of exchahge ho less favoutable thah those available o olher comielcial buyelrs
and sellets of that cotvency.

5& The Oil Cowmpanies imay establish foveigh cottency accountis in Papua MNew
Guinea PROYIDED THAT soch deposits do hot conttavene Exchange Contiol
vequiteine his ahd contain deposils consideted by the Government 1o be reascnablein
relation 1z the 0l Counpanies” needs.

57 Unles ciherwise ditected by the Stale and except a5 provided in Clapses 5.2
and 3.6, each Oil Counpany shall conver all its foveign currency eatnings foum
Opetatichs uhdel this Aglesment 1o Kina and el the ploceeds 1o Papoa Mew
Guihea to a bank account i the haoe of the 04l Company fol its ose.

5.8 Totwithstanhdinganyhing o the cohttaryih the Acts, 1the Matichal
Ihvestioe i Develcproent Authotity Act, the Thooune Tax Act or other legslation
appl ying i the Opetations, the 0il Cownpa hies 1oay—

[2) keep theil books of account and othet tecolds in both Kina and United
Sates dollars; and

-10 -
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[b) moake all calcolations under any stalole ot vegulaticn (incloding but
withoot limiting the geneta ity of 1he foregoing calculations for Royalty,
Petrolenn Ihooune Tax, Additiohal Profits Tax) and for the Fotegone
Productioh, ahd Specified Vol woe ahd cthel matlers atising undet Lhis
Agreeinent, the Opetating Agreeinent ahd 1he Joint Opetating Agleciment
in Kina or United States dellats. When appl ying fot the fitst Developmoent
Licenoe within the Avea each Oil Commpany shall elecl 1o mmake such
calculations theveafier in either Kina ot United States dellars. If such
calcolatiohs ave mmade 1h United States dollats the Sate shall accept
payment of suchlaxes and olhet mmoheys in Kina cohvelled fioun United
Hlates dollats as provided in the following fotmula:

K=%8zxD
whete,

Kimeans the smum in Kina payable 1o the State fot any of the stated
pulposes,

& means the smuo expressed ih United Sates dollais 1o be cohvelled 1o
Kina,

[ imeans the meah of 1the average of the Daily Poblished Buying and
Eelling Rates of Kina against the United Slates dol lat duti ng1he Bodget
Yeat, ol in the case of Royally duting the imanth, fol which the calcalaticn
is being mnade. The "Daily Published Boying and Selling Rates" ioeans 1he
buyi hg and selling tates fioun time to time published by the Bank of Papoa
Mew Guinea ol such other buying and selling lates as wway froum tioe 1o
time be poblished ahd recoghised by the State asthe official buying and
selling rate. Ih calcolating the mean of the average of the Daily Published
Buyingand Selling Rates the avelage of the buying and selling tates
applying oh each day on which the Bank of Papua New Goinea is open 1o
the public for business ttahsactions shall be aggregated and the vesolt
divided by thal sune number of days.

Articla B. MDA reaglstration

6.1 Metwithstandinganyhing expless|y o unpliedly 1o the contrary cenlained in
the Matichal Thvestuoent and Developioent Act 1974 and in patticolar hotwithstanding
the provisions of Section 4+ of that Act, the Cil Companies fiown the date of issoe of
the fitst Dievelopuoent Licence shall be deeined 1o be tegistered undet that Actin
tespect of the activities of Explolation, Developient and Predog hg (bot not
including vefining of clude @il) and olher activities necessatily i ncidental 1herele and
comenplated by ot requi ved 1o catty cul Explotation or the Approved Proposals, on
the following cohditichs:

[a) the Ol Coumpanies shall net withou 1he approval of the Maticnal
Ihvestiment ahd Development Aotholity carty oh ahy activities excepl
those hecessali |y ihcidental i Explotation or the Apploved Proposals,
and

[b) the registtaticn shall be fol the dutation of this Agrecioent and shall be
decined 1o be cancelled upon the tetimhaticn of this Agreement for any

Leasoh whalsoevel,

-11 -
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Articla?.  Proposals

7.1 The Oil cownpanies shall subumil 1o 1he State in suppolt of ahy applicatich for
2 Developioent Licence and in addition 1o detailed ploposals as teqoived by secticn 30
of the Offshote A
[a) the financial analysis of plospective cash flows of the Dpelaticns;
[B) mmatters which the Ol Coumpahies imay cohsidel televan! io suppoll a
request putsuahi 1o Claose 295 that the State elect 1o acquoite a Ventowe
Intetest less than the mmaximom provided for in Claose 13.3.

7.2 The State shall iteal as cenfidential all mmatetial and infelmation sopplied 1o
the Slate uhder Subclaose 7.1(a) and undet Seclich 284 (3] of the Offshote Act being
the vesulis of stodies vefetred 1o 1h Section 284[2)(a) and [b) of that Act PROYIDED
THAT if this Agtecioent is letiminaled as provided in A licle 26 the matetial and
infalmatich shall becowne the propeily of 1he Stale and woay be used by the Statein
such mmahhel as it thinks fit.

7.3 Hihe Oil Conpanies desite 1o madify, expand ot clhetwise substantially
valy theil activities beyohd those specified in any Apploved Ploposals, eithet by
ohdettabing ahy hew activily ol by 2 mmajot eapansich of activities specified in the
Approved Proposals, the 0il Cownpanies shall give hotice of such desite 1o 1he State
and within twa mohths theteafiet shall subunit 1o the State detailed ptoposalsin
tes pect of the desi ed ioodi fication, expansicn o vatiatich.

Articla 8.  Gonskeration of proposals

2.1 The Zateshall het ohreaschably withhold 11s apploval o the proposals
tefetted 1o ih Subsectich 30(1)(c) of 1the Offshore Act and if the State apploves soch
pleposals withoul unendment, i shall netify the 04l Companies accotdingl y al the
suoe tune as the Bl nister setves oh the Gil Companies the insitooent ondel sectich
31 of the Offshote Act.

2.2 T 1ihe Sale does hotintend 1o applove withool amendioent the ploposals
refeted 1z ih Subsection 30[1)ic) of the Offshore Act, the State within thuee (3]
manths of tecei pl of such proposals shall netify the Dil Cowmpanies that i wishes to:—

[2) defel considetatich of ot decisieh upeh the sune uhtil such tiwe as the Cil
Cowmpanies subumit a fulthet propesal ob proposals in respect of some
mmatiet mentiched in Sectich 284 of the Offshote Acl hol coveted by the
s1id proposals and 1h such case the State shall disclose 1o the Ol
Cownpanies the teasons thetefol and specify the futther proposal ot
ploposals; cr

[b) approve 1the said plopesals subject to the Ol Cownpanies mmaking soch
alletatich thetele ol cownplying with such condilichs as the State thinks
teasanable and in such 2 case the Slale shall disclose its leasehs fol
vequiti ngsoch altetations ol iioposing such conditicns.

2.3 Tihedecision of the Slate is 1o be as mentiohed in Clause 8.2 the State shall
affotd the Oi Cownpanies full oppolionily 1o cehsull with it and shoold the Cil
Cownpa hies so desite, 1o subinil hew proposals either genetal ly orin vespect of scuine
patticolar mmattet.
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Articla8.  Tralnlng and locallsatlan

2.1 The Oil Caunpanies holding a Development Licence ih tegatd Lo any pail of
the Avea shall pleglessively teplace foveigh petsonnel [employed with 1he apploval of
the Slaie) with Citizens, 10 accoltdance with the training and lecalisation plogranme
which foums pall of the vepolt furhished 1o the Tinister undel seclion 284 of the
Offshote Act PROVIDED THAT if the ttaining and lecalisation pleglanine is
distupled by citcmmstahces ol events [whethet ol hot they constitote fotce majente
within the meaning of Auticle 11) which make it difficult or impess ble fou the Cil
Couopa hies 1o counply with Ltheir obligaticns onder such pregranioe, the Chl
Counpa hies 1oa y give hotice theteof 1o 1he State, togethet with allethative ot tevised
plans te achieve 1he objects of the pait of the 1iai hing and lecalisatioh proglanioe
which is affected, and the State within one [1) oonth of 1hat hetice shall either—

[a) applove those alterhative ol tevised plans; or

[b) meetl with the Oil Companhies 1o discuss 1he alterhative ol levised plans. If
such discussiohs do hot lead 1o the State’s approval of alterhative o
vevised plans, which approvals shall net ohreaschably be withheld, the Chl
Couopanies shall be bound by their otig nal obkligaticns ondet the i ning
and lecalisation preglanioe, except that they shall net be liable for any
delay cansed by fol lowing the procedutes undet this Subclanse and
subject always 1o the 0§l Compahies being able 1o claim force majeate
uhder Article 11.

22 The Blateshall give such assistance 1o the il Cownpahies as s beasohably
vequited ih the fotonalatich of Ltheit traini hg ahd localisatioh plogtanme ahd in
vectuitment of Citizens, and ohdel hotioal cohditions shall make available its facilities
fot vocatiohal and technical traini ng.

2.3 Training and instroction pursuant to the training and lecalisation progranme
shall be given by employess ot agents of 1he Oil Coammpanies whe ave proficient in the
English language.

24 [a) The Ol Counpahies helding a Development Licence joi nily shall
attange in co-opetation with the State assi ghioents for the States Eioployees,
hol 1o exceed mmate thah ten [10) 10 any yeal ot al ahy tioe, 1o the Ol
Cownpahies’ opetatiohs, whether in Papoa Wew Guihea ol ovelseas, 1o assistin
tiaihi hg such employees for imahagetial, plofessichal, ahd techhical positichs
fot the Stale PROVIDED THAT ifany 0il Cownpany being a patly 1o this
Agreenent has fulfilled ot partly fulfilled a like obligation under any like
ageement with the State 1o which the Oil Cowmpanies ate alsz a paty this claose
9.+ shall be deewed 1o have been fulfilled 1o the extent thal such like obligatichs
hawve been fulfilled by the 04l Companies.

[b) The salaties ahd othet expenses of such Slate emmployess shall be bathe by
the State PROYIDED THAT whilsi any such Slate emmployee is divectl y
engaged in the 04l Caunpanies’ opetatlicns, salaty and expenses of such
employee shall be borne by the 04l Companies.

95 s faras is placticable the il Counpanies shal| give fitst preference in
employinent 1o Cilizens whose place of arigin is in the atea of any Developient
Licehce.
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Articlea 10.  Local suppllas and businass devalopmant

12.1 The Oil Counpanies shal l:

[2) use and putchase goods ahd setvices supplied, ptedoced, ot wahofactored
in Papua Mew Gunea whenever the sune can be oblained ol commpetitive
prices and oh counpelilive lelims, cendilicons and delivery dates and avein
all substantive vespects of a quality compatable with those available from
oulside Papua Mew Guoihea; and

[b) encoutage and assist Citizens desi toos of establishi hg busi hesses
ploviding goods and setvices fouthe 0l Companies’ apetatichs ahd for
any fowh cohsitocled ptimalily for potposes of the Dil Companies'
opetalions and the tesidents theteof; PROVIDED THAT the Ol
Companies shall het be obliged or called npoh 1o grant o lend mohey 1o
ahy Papua Mew Goihea Cilizeh b ahy local entetplise; and

() make maximon vse of Papua Mew Cuoinea subcohliaciols whete selvices
of cownpa table stahdards with those cblainable elsewhete whethel inside
ol culside Papua Mew Guinea ate available flow then al competitive
plices, ahd oh compelilive lelims, cohdilions, and delivety ob petfolina nee
dates; ahd

[d) where it is necessary te umpoil vehicles, machi nery, plant or equipment,
and such itews ate hotl putchased divect fioun the manofaciover by the Ol
Cowmpahies, effect the putchase of such ilews thioogh ttadels opetati ng in

Papua Mew Goinea, PEOVIDED THAT such items ave available through
such lradels at 2 comnpetitive plice, and oh competilive lelims, conhditions,
and delivery date and provided always that the Ol Companies shall hot be
bound 1o comnply with this Subclavse in any case where comphia hoe would
adwetsel y affect the financing of the 0§ Counpa hies” opelatiohs ok ahy patl
theteof.

102 Thsofal as i s practicable, the 0§l Companies shall give fitst prefetence in
theil assistahce uhdet Subclaoses (B and (<) of Clause 10.1 1o Citi zehs cligi hating
fieum 1he sub-plovinoe in which Peliolenn is prodoced.

Articla 11. Forca majaura

11.1 Any failore oh the pait of a Paty hetelo 1o compl ¥ with any of the tetirs,
cohditiohs, and plovisichs of 1his Agteeioent [except any obligation of the Ol
Coumpany 1o make payoent of imohey 1o the State) shall hot be gloonds fot
telimhation ob give ahothel Paity hevelo any claim fol dunages insofal as such failove
alises fion folce majenre, if the fst-ioentiched Parly hastaken all apploptiale
precantions, doe cabe and teaschable allerhative ineasutes with the objective of
avoiding soch fail uve ahd of cattyi ng ol its obligaticns uhder this Agtesment. That
Patty shall lake all veaschable mmeasures 1o tewnove such i nability to ful fill tetos and
conhditiohs of this Agteament with the minimom of delay.
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112 FBotthe putposes of 1his Agteement, folce imajeure shall include wat,
insotvection, civil disturbances, blockades, Hots, emmba 1goes, sitkes, bans, lioiaticns,
and ethel laboot dispotes [FROVIDED THAT the Chl Counpa hies shall ot be
vequived 1o agiee 1o a seltlewnent of any patticolar labout dispute solel y fot the
putposes of tetminating a conditioh of fotce mmajente), land dispotes, e pidemics,
ealthquakes, stotios, floods, ot othet advelse weal hel: conditiohs, eaplosicns, fites,
lightning, bleakdown of machi nery ot facilities, shotlages of laboot, Ltans potiaticon,
foel, powel ot essential plant equipioent, ol mateials ol ahy othet event which the
patiy claiming foloe mmajente could net teaschably be expecied 1o prevent ot cantial,
and in the case of the 0l Counpanies shall inclode any delay or failuve by the State 1o
give ahy cohsenl ol apptoval requited uhder this Agreemment o uhder ahy applicable
law, butl shall hat inclode any event cansed by the failute 1o obselve good o lfield
plactice not ahy evenl cansed by negligence in the plovision of adequale supelvisich
of the Opetation.

11.3 The 0¥l Cowopanies shall natify the Stale oh theit becowmng awate of an
event of foloe inajeute affecting theit ability to fulfill the telirs and conditions of this
Agreement, ol ahy evenl which imay endangel the hatoral resouolces in the Avea and
shall sumlatly notify the State oh the vestotation of hotml cohditichs.

Articlea 12  Extansions of tima

12.1 Motwithstandingahy plevisien of this Agteaoent, the Slale mmay at the
request of the 0§l Commpanies fioum tiioe 1o time extend any petiod tefetved 1o in this
Agreeinent fot such longel peliod o substitole for any date tefetved 1o in this
Agresment such later date as it thinks fit, hotwithstanding that at the time of such
cxlehsich ol subsiilotich such petied wmay have expived ot such dale inay have been
passed.

Article 13, Stata participation
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13.1 Tnihis Agreement, unless the content othetwise tequites:

"Accmnolated Liabi iy" ioeans an wncont calcolated 10 accordanoe with the
following foumnola:

AL =3V [E+D+0C) + 5-F

whele,

AL is1he Sale’s Accoumolated Liabi bty e an 06l Company;
EW1is the Stales Yenlute Intetest explessed as a fraclion,

E is the amcunt of allowable explotalioh and plospecling expendilute as
defined in Sobsection 184+E(1) of the Thcomme Tax Act 1951 or which
would have been allowable bot for an election ondet Section 164T of that
Actspent by the Ol Company in ot in velation 1o the avea between
September 1, 1975 and prict 1o the issoe of 1he fitst development licence
ovel pall ofthe Area and in recoghition of explotaticn and plospecting
operalions cohdocted by ihe Palies porsnant io nghis ot tilles held by
them prict 1o Seplembet 1, 1975 such additichal aimoonts of allowable
explotatich ahd prospecti ng expenditute, defined as afovesaid, spent by
the 04l Counpany ih ot 1h telatioh 1o the Avea ptiol 1o Seplember 1, 1975
and within 11 yeats prict 1o the issue of the fitst developument licence over
patl of the Avea, PROVIDED THAT if the tetim of the licehce is extended
as plovided 1h Seclioh 234 of the Offshote Act theveafler the ancont of
allowable explotation and prospecting expenditote, defined as aforesaid,
shall be redoced each year dulihg such extended teun by the anouont
bathe by the Oil Counpany of the total ancont expended with the approval
of the Opetating Cormunitiee oh Opetatichs duting 1the 12th veal pleceding
thal yeat.

D isthe sum of the amoonts of allowable capital expenditute and
allowable explotatioh and plospecling expendilute as defined 1n Sectichs
1544 and 164E of the Thoowne Tax Act 1951 o which would have been
allowable bot forthe election undet Sectioh 164T of thal Act spent by the
il Cowmpanyin atin velation 1o the Avea afier the isoe of 2 Developioent
Licehce ahd duti hg a Shottfal| Petiod,

0OC is the amcunt spent by the Ol Counpanies on Opetations doting a
Shotifall Peried and het included in B ot Oy,

Sisthe wnconl pad by the il Compahy 1o the Slate ohder Claose 137,

Eis1ihe value ol Moun Price of Fotegone Production veceived by the 04l
Cowmpany less any woeonl paid uhder Subclanses 13.8(a) and [b);

"Fotegohe Productioh” means the vol oioe of the State’s Prodoction Shate
favegone in favour of the Oil Counpanies ot ahy of them i b satisfaction ot
patt satisfaction of the iteins vefetted 1o in Claose 13.8,

"Positive Day” ioeans 2 day on which the 3late's Accoumolated Liability 1o an
Gil Company is redoced 1o zelo;

"Produoctioh Shate " ineans a propatlicn of the Peticlenn plodoced fram
within the Avea equal 1o a Paily’s Yentote Tntevest which a Paity fioun
time o lime 1may be entitled 1o teceive and sepa tatel p dispose of;,
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"Shatifall Peliod" ioeans a conti huoos interval of tioe doting which the State
has and continoes 1o have an Accumulated Liakility to ahy ane ot mate of
the 04l Caumpanies;

"Simple Thierest” mmeahs a petcenlage inletest tale equal 1o 5 percentage
painis ih excess of—

[a) the ahhoal tate of interest oh doumestic colpotalich bollowings Laled
A&d inthe US4, as poblished in the Solvey of Cottent Busi ness
by the U.5.A. Depailinent of Comuoelce—Buatean of Ecohowmic
Analysis applying al the date of imoe of the fiist Devel opoent
Licence issned ovel pail of 1the Avea, such rate 1o be adjusted
quatietly; ov

(k) if such tateis hot published, 2 commpatable tate detetim hed ih such
imahhet as the Parties shall agree;

13.2(a) The Patlies shall setile the tetims of the Joint Opelaling Agreeinent as sooh as
practicable. Excepl as provided in Athcle 27, 1hal Agreement shall accord
substantially with the Opelati ng Agreement but shall be subject 1o the tetns of
this Agteeioent and in the event of inconsislency, this Agresment shal | prevail;

[B) The Joint Opelating Agleeinent shall take effect when the last of the
Paties execules such Agleement.

13.3(a) The State 10a ¥ acquire ah uhencom beved 1 ntevest 10 the Yenlore Asetsand
Opelatichs to 2 haumnated petcentage (hot exceeding 224 petcent eithel of such
Venloie Amels and Opetations ot of the Palticipating Intetest of any palticulat
Oil Coumpany) by giving hotice 1o each 0l Coumpahy 1o that effect within four
[4) manths afier the issoe of 1he fitst Devel opuoent Licence ovel pald of the
Atvea. On and frewm the fitsl day of the calendat manth next followi ng the mmenth
in which the Slale gave nolice as afolesaid the Yentuve Intevest of each Ol
Cownpahy shall be equal 1o its Paltici pati ng Thietest applopliate |y vedoced by the
1htetest acquited by the State;

[b) As sooh as practicable afier the State has given hotice polspant 1o
Subclavse 13.3(a), 1the Parties shall execute the Joint Opetating
Agrecioent [if notl alieady execoled) and shall de all things hecessaty
fotmal |y 1o vest that Tnlevest in Lthe State;

[<) T within iwe (2] ioanths afler the issue of the i 15t Cevelopment Licehce
ovel pal of the Area the State has net given hotice onder Subclanse [a)
the Oil Coumpanies within the thitd mmenth after the issue of that
Cevelopiment Licence shall give hotice 1o the Prime blinister thal such
election has notl been wade by the State. Theteafiel if 2 notice under
Sobclavse [2)15 nol veceived by the Cil Cownpa nies within the {ioe
specified in Subclanse [a) the State shall be deened 1o have elected hot 1o
acquibe a Yentore Tnlerest.

[d) Botthwith afiet giving hotice ohdet Subclanse 13.3(a) electing 1o acquive 2
¥enlove Interest the Siaie shall be entitled 1o attend and vote at all
imeetings of the Opetating Commumittee and 1o teceive hotice and agendas
fot all such weelings.

134 Encepl as clherwise provided in 1his Agreeioent each Paily shall takein kind
ils Predoctioh Shave produced and saved fiom the Aea.
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13.5 Duting each Shettfall Period: —

[2) the State shal| fotege its Production Shate in faveur of these Ol
Cawnpanies 1o which the State has for the time being an Accmmol ated
Liability and the said Coumpanies shall be entitled 1o and shal [ take all
such Foregehe Plodoction fiee of ehcumblance in the sevelal propotiichs
which each such Chl Company's tespective Yentote Ihietesl beals 1o the
s of the Wentute Intetest of all such Companies;,

[B) an 04l Campany shall be entitled to vecoup cul of Fotegehe Preduction—

i)
(i)

the Slaie’s Accmmolated Liability iesoch Ol Cowmpany; and

Sumple Ihlerest oh the Slate’s Acconolated Liabilily cowmunena hg as

the case mmay be oh and fiow eithet,

aa. ihedale of the notice by the Stale under Clanse 13.3, ot

bb.  thedate on which such Oil Commpany veimboises 1he State
uhdet Clavse 13.7; and

cownpuled calendat imenthly fioun the 15t day of each such mmanth oh
the iean of the balances of Accmmulated Liability al the opening of
business oh the fitst day and closi ng of business on the last day of
the calendal immohth fot which the calcolation is being mmade
BROVIDED THAT in deteliminihg the balahce of Accomol ated
Liability a1 the close of bosi hess oh the last day of the mmenth, ne
teduction of the Accmmulated Liability forthal menth shall belaken
into account and in Hew theveafihe Ameont of Siiople Thierest
payable fot the nohth shal | be reduced by ah wncont eqoal 1
Sumple Ihlerest calcolated oh the amonnt by which Accomolated
Liakilily is deemed 1o have been veduced 1h that wenth as previded
in Bub-clanse 13.8(c) commputed fol Lhe petiod commend hg fioun the
date Accomulated Liakility is desned 1o have been redoced 1o the
last day of that 1oenth, and

(<) sales of Petiolenm prodoced fiown the Avea by an Cfl Cownpany, 1o which
the Slate has fot the timme beihg ah Accmmulated Liability shall be desned
1o have been compased of poltich of that Oil Companys Prodoctioh Shate
and poltich of Fotegone Plodoction teceived by that 0§l Cowmpany in the
ves pective propotlions which thal Gl Campany’s Yenlove Thietest beals 1o
the ptadoct of the S1aie's Yentote Thietest and that said 04l Caumpany’s
Ventote Interest divided by the soum of the Yentove Interests of all Cil
Cowmpahies to which the State had ah Accomolated Liability at the tie of
each such sale.

13.602) Except as provided ih Subclause (b) the Paties shall beat all the costs of the

Opetatichs 1h propottion 1o thel tespective Yenlute Thierests,

[B) Subject to Clause 13,10 duoting each Shottfall Petied the Chl Cowmpa nies
shall beat all the cosls of the Dpetations in plopellicn to theil lespective
Pauicipating Lntetests ontil the occottence of Lthe fitst Positive Diay.
Thereafier, duti ng the balance of each such Shoutfall Petiod the said costs
shall be bothe as follows:
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i) by each 0§l Cawmpany 1o which the State for the time being has ho
Accumnuolated Liability—as 1o a percentage equal o its Wenluve
Tnierest;
anhd as o the balahce

(i1} by those other Ofl Companies 1o which the State for the time being
has ah Accumuolated Liability—in the sevetal propotliohs which
each such Cowmpany’s tespective Wentuote Thietest beals 1o the sum of
the Yentuve Lntevests of all such Cownpanies PROVIDED THAT if
duting 2 Bodget Yeal afler 2 Positive Day all of the 0il Counpanies
o which the Slate has an Accumolated Liabilily give hotice 1o the
cther Ol Commpahies ahd ptedoce evidence 1hat the Stale’s Yentore
Lntetest shate of the costs of 1he Operations forthe Budget Year
exceeds the value of its Fotegohe Pieducticn fol the sane peticd all
04l Cownpanies shal| folthwith coumunence and theteafler cantinoe 1o
beal the costs of the Opelations ontil the next Positive Day in
plepattich 1o theil respective paticipating [hletest.

13.7 ¥dotinga Bodgel Yeat ot pall theveof which is net a Sheutfall Period, the
Slate gives hotioe 1o the Cil Counpahies ahd plodoces evidence that the State’s
Yenture Intetest shave of 1he costs of the Opetations fot the preceding petiod of 1hat
Budget Yeal exceed the ploceeds received by the State fiown disposal of the State’s
Production Shate for that petiod the 0l Campanies shall in plopsiticn o theit
ves pective Pallic pati ng Intevests and within sinly [50) days aflel iwoei pt of such
natice and evide hce venmbatse the Slate the umeont of such shoutfall.

13.8 Bovegone Predoctioh 1aken by an 04l Counpany shall be applied in ihe
followi ng cudet of plictily:

[2) to pay Royally underthe Offshore Act oh such Foregone Prodoction,

[B) 12 pay Suople Ihtetest oh the State’s Accomuolated Liakility calcolated as
provided in Clavse 13.5;

[€) 1o reduce the Accmmulated Liakiliy 1o the said Oil Cownpany. Any
teduoctich of Accumolated Liability uhdel this Subclause 13.8(c) shall be
desnied 1o be 1oade oh the day the Cil Cownpany is 1o veceive payioent as
provided in any contract of sale fou Peltalenm, which date shall be
consisient with and reflect fenos of credit allowed ot tecoghised by the
Wi histel as ptovided ih Section Sch. 34 of the Offshove Act ol as
clhelwise agreed upoh bel ween the State and the Oil Counpany.

139 Any tights under this Agrecioent in tespect of onsatisfied Accmmolated
Liability shall cease and the State shall hot be locked o ol tecoupunent ot
vei mmbu lsewe bt theteot:
[2) by ahy Oil Campany oh teuninaticon of 1his Agleeioent as plovided in
Alicle 25, o
[b) by an Ol Caunpany opah its withdrawing fiom 1his Agleement and
suttendering its Partici pati ng Intevest or Ventove Tnievest in the Licence
and in all Dievelopument Licehoes ovel ahy pall of the Area;
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13.10%When electing o acquite its Wenlote Intevest and theteafier al any Opelating
Coumimittes meeling al which Opetations and 2 Budgel ate 1o be agleed upon fot a
Budgel Yeal, the Slate mnay elect to conltibule all ot pait of its Yenluve Inietest shave
of costs ol expenses of any Opetations in tespect of which an Accumulated Liability
would otherwise accroe 1o any il Counpany.

13.11 Each 04l Coumpany shall within 30 days afiet the issoe of 1he fitst
Developoent Licence and theveafier, if the State has 2 Ventuve Thletest, hot less often
than half yeatly antil it shall have recouped the uncont of the State’s Accomuolated
Liability, furhish 1o the Slate details of and the unoon of such Accomolated Liability
fot the time being The Stale mmay tequite teascnable velification of such details and
wnoohis ihcluding ah andit as provided for in the Operating Agleement ot Lhe Jaint
Opetaling Agreeineni as the case ooy be.

13.12 Mot withstandi ng the provisions of Claose 13.7, if the Opetati ng Coumum fiee
reselves that a "Peticleum Pool” [which expression shall have the suoe ioeahing in
this Clanse as asclibed 1ol ih the Ofshove Act] has been depleted ih accotdahce with
good cilfield practice ahd that 1o conlinne Prodod hg from that Peltolenn Pool cahhot
be justified fol technical ol ecohoinic leasohs:

[a) the cosl of plugging and abandening all wells diilled inle 1he Pelteleom
Paol;, and

[b) othel cosls ahd expenses paid ol ihcotted ih tespect of dismantling,
vewnoi hig, dispos hg of, ob otherwise dealing with all stituctores,
ihstal latiohs, plant and equipuoent which ave Yenture Assels and which
had been equived for Prodog hg frowm that Petrale nin Pool,

shall be bothe by the Pallies 1h plopotiion 1o theil tespective YWentote Thiclesis.
Article 14.  Disposal of State's productlon share

141 "Specified Yol wpe” means that pail of the State’s Predocticn Shate which
the Slate wishes ah 0l Compahy to dispose of ahd specifies in 2 hotice ohdet Claose
142

142 Within 30 days afier the Opetating Commumities heeling 1o aglee upoh
Opetatichs ahd 2 Budget forany Bodget Yeal in which ilis expecied that a Positive
Day will eccut the Stale way give holice 1o lhe Ol Cawpanies staling the S pecified
Weluoe fou thal Bodget Yeat fou any ot each Oil Coumpany. Theteafier, 1he Stale may
give hol less than 3 moenths notice 1o any of the 0§l Campanies teducing ol i hebeasing
the Specified Yolume.

14.3[a)&n 04l Campany given hetice undet Claose 142 shall use ils best effolts 1o
dispose of a Specified Vol moe a1 a plice which after taking inle account the
mattets ptovided fob ih Sectioh Sch. 3 1o the Offshore Act will enable that Ol
Cawmpahy 1o accouhl 1a the State fol ah ammonnt eqoal 1o Motm Plhice in tespect
of thal Specified Vol e,

[b) Frow time 1o tirme ah 04l Compahny expeliena hg difficully in disposing of
any pal of 1he Specified ¥oluoe as plovided for in Sobclanse (2] may
notify the Slate accotdingly and thereafier the State and that Cil Cowmpany
will hegotiate in good faith in an effolt 1o vesclve the 04l Cawmpanys
difficulty,
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(<) All contracts of sale by an 0il Cawmpany of any of the State’s Production
Ehare shall be only for such veascnable petiods of tioe as abe consistent
with the mhimmn heeds of the i ndosty undet the Giteursta hoes, butin
ha evenl shall ahy such contiact be fol a period i excess of ohe yeat.

144 Bollowing disposition of any of the Specified ¥Wolume ah 0l Cownpany shall
accouhi 1o the State oh whichever shall be the eatlier of:
[a) the date thiee [3) imonihs afiet taking delivery al the ships lcading flahge
of the televant pail of the Specified Velune, ot
[B) whichevetof the followi ng dales shal | be apploptiate:
i} ifthe sale is al abo's lenglh as defined in Seclion Sch. 3.2 of the
Offshote A, seven [7) days after veceipt of payioent in foll ot part
thevect; o
[ii) ifihe sale is otherthan ol ano's length as afotesaid, seven [7) days
after the day the 0l Compahy is 1o teceive papoent as provided in
the conttact fou sale for any Pettolemn which inclodes any pait of 2
Epecified Yolome.

145 Upon an 0il Cowmpany first becoum hg awate that a Positive Dy has occotred
ol is likely 1o accat duting a Budgel Yeat which had not been expecied at the timme of
ah Opetaling Cowmuniltes meeling as tefetved 1o ih Claose 14.2 1 shall natify the State
accoldingly. Such notice shall include—
[a) the date oh which1he Positive Day occotted o 15 ex pected 1o occul as the
case mmay be, and
[b) the vol moe of productich expected 1o be available as the State’s
Productioh Shate fotthe balahce of the Bodgel Yeat.

If the Positive Day occotted plict 1o the date of such notice the hotice shall be
accoumpa hied by a full accounting for the volume of the State’s Productich Shate
disposed of by such Oil Counpany doting1he pelicd belween the Positive Day and the
date of the natice.

146 Within 30 days afiet an 0f | Company gives the Slate hotice undet Clanse
14.5 the Slale shall give thal 0il Company hotice of the Specified Yol woe, if any, fot
that Ol Cawnpany for the balance of the current Budget Yeal.

147 Any 0§l Company giving hotice undet Claose 14.5 shall not dispose of any
of the Slale’s Prodoction Shate between the date of that notice and teceipt byitofa
hatice uhdet Classe 146 crcept 1o the exlent hecessalty to satisfy ahy contlact enleted
inlc boha fide before the date of the hotice uhdel Clavse 14.5 ih which event the Chil
Cownpahy shall aceount 1o the State 1 the mmanner provided in Claose 144

148 The Ioint Opelating Agreement shall provide for equitable adjustinent oh 2
tegulal peticdic basis for ahy imbalahce which mmay accol bel weeh the Pradoction
Ehate of each Paily and the velune of Pettolenn laken by ot on behalf of the
tespective Pallies and adjustoent of any sighificant dispaltily in papment of opelating
costs ahd expehses cansed by such imbalance.

Articla 15, State acqulisition and ownership of facllilas
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1531 "Wotks and Faclities” and "Works or Facilities” as the conlext peninils
meahs any of the installations and i nfrastroct ore prowvided for the Opetations by either
the Blate ot the 04l Companies and capable of being vsed by the Oil Campanies, the
Htate, Citizens ot other pelsohs caltying oh business in the locality theteof withoot
intetfering with the use theteof by the Oil Counpahies. Without limting the genetality
of 1he fovegoing the Paties envisage thal Wotks and Facilities—

[a) include air fields, loads, polts, walel supply, 2nd sewelage facilities,
except 1o the extent that any of them ale otilised to thei tfull capacity by
the Oil Coumpanies, and

[B) do het include residential acocoumunedaticn and adiminisitatich buildings,
instal latiohs, and inftasttuctote divectly used in Predocing,

PECVIDED THAT provisioh by the Depattinent of Posts and Telegraphs of facilities
and selvices shall be the subject of a sepatale agleeiment.

15.2(a) At ahy Opetating Cowmunittee Meeting al which cohsttoctich of Wolks and
Facilities 15 1o be approved 1the Stale imay by wiitlen hotice 1o the Ol
Counpanies elect o plovide he cosls, ol pald theteof, of any soch Works and
Facilities, and

[b) 2t any tioe afier their constioction the Slate inay by natice requite the O
Companies 1o lansfer 1o il ownetship of any Wotks and Facilities. As
sooh as placlicable afiet such notice the 0l Cownpanies shall do all things
hecessaly 1o 1ta hsfel 1o the Slate title 1o the Works and Facilities
nowmnated ih the notice.

15.3 Whete the Stale tequi ves the Oil Counpanies 1o ltahsfer 1o il ahy Works and
Faci hties as provided in Subclanse 15.2(k) the State shall pay 1o the Cil Companies,
by annoal instalioents as provided in Subclanse 15.3(a) a poichase plice equal 1o the
then depreciated walue of such Wotks and Facilities, ahd the 0f | Cownpa hies shall pay
12 the Stale anhoal capital user charges as previded in Subclavse 15.3(b).

[a) The 04l Cowmpanies each Buodgetl Yeal shall hauminate the ancunt of the
anhoal instaliments of the putchase plice which shall be equoal 1 the
anhual aneont of depreciaticn that the 04l Cowmpanies could have ol aimed
[ahd wonld have been entitled 1o claiim) as a dedoction allowable uhder
the Thoaume Tax Acl in tespect of thal Work ot Facility but for the transfer
of ownetshi p to the State. (It is the intention of the Paties that such
instaliments of putchase plice shall hot be assessable i hoouoe ih the hahds
of the 0l Cowpanies fol the putpose of assessment of Pellolenn Thoowme
Tax),

[B) The Ol Comnpanies shall pay 1o the State within seven [7) days of the
vecei pt of any instalment vefered toin Subclanse 15.3(a) a capilal oset
chatge equal 1o the said instalioent. (1 is the intenticn of the Palties 1hat
such capital vsercharge shall be a deductich allowed under the Thooune
Tax Act for the pulpose of assessment of Petiolenn heoune Tax and
Additiohal Prefits Tax);
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[<) ¥ opelalichs peunanenily cease in ot in telation to1he Area and asa esalt
the Slate ceases 1o pay any instaloent tefetied 1o in Subclaose 15.3(a), the
Ohl Cowmmpanhies shall have the tight 1o claio a deductioh, as provided by
the Thooume Tax Act for the pulpose of asessment of Petiolenn Lhooune
Tax, ahd Additiohal Profits Tax, equal 1o the ancunt that the Oil
Cowopanies would have claimed [and woold have been entitled 1o claim)
buot for the ttansfer of ownetship of that Work or Facility 1o the State.

154 T al any time the Slale acquibes ob plovides any Wotks ol Facilities undet
this Auticle 15, 1he State shal| theveupon assmme bes ponsibility for imaintaining the
assels 1o a proper standard and shall charge the Oil Counpanies a maintenance charge
[which mmay incl ode ah equitable propottich of ditecl opetaling costs] limted 1 the
costs of that imaintehance PROVIDED THAT the ammoont of such maintenance chatge
shall be reduced by any ammount spent by an il Commpany ondet Claose 15.5.

155 Whete the Stale has provided ol acquited Wotks ol Facilities fot the
putposes, of, ot undet this Agtesment and fails plopet! y 1o imai hlai h the same the Chl
Counpa hies toay, afiet 30 days netice 1o the Stale, and al theil owhn expense, cally ool
such wolk as 15 hecessaly 1o bling the suoe uplo a proper standard.

Articla 16.  Use of facllitles by third partles

161 Athitd paiy will be peunitied to use Works and Facilities acquited fiouwm the
04l Cownpanies by the Slate and not ulilised 1o theit full capacity. The Statle
uhdetlakes 1o ensute thatl the thitd paily will be bequited 1o pay a plepollichale shabe
of any opetating, maintenance overhead and capital coslsin tespect of such Works
ahd Faclities aimehg other Lthings having tegaid o

[a) the extent of the propoliichate usage and likely folute usage of the Works
ol Faclities by the thiid party and the Chl Companies,

[b) the vespecti ve extenis 1o which selvices ave plevided 1o the Ol Companies
and the thitd paily [where the Facility is a seivice Facility);

[<) ahy othet factor which vesults in ot is [ kely 1o vesultin sighificani dunage
1o ot deteticration of the Work ot Facility.

16.2 The Sate, the il Cowmpanies, and a thitd paily shall agree npoh ah ancont
which the thitd party will payio the il Companies [hotwithslanding ahy plicr
tiahsfet of the vel evant Works and Facilities 1o the Slate undet this Agleement)in
United Slates dollais o the Kiha eqnivalent al the date of payioent a capital
conhlltibuticn teflecti ng the extent of the thitd paily’s intended use of the Wotks and
Faci hities.

183 Whete the Stale provides Lthe cost of any modification imptoverment
exlensich o expahsion of any Works of Facilities 1o weel 1he heeds of the CHl
Couwnpa hies the Stale imay charge the Ol Counpahies a capital usel’s chargein tespect
of that Wotk or Facility 1o allow for 1he teconpuinent owel 2 reasonable petiod of the
amouhl expended ih providing the said cost by the Ztate logether with a teasohable
tetuth thetech.

164 Motwithstandihganyhing contained ih Aticle 13 or Aticle 16 all such
Wotks and Facihities hetl acquited and ima haged by the State shall comtinoe 1o be
mahaged by the 0il Companies ahd the Chl Cowmpa nies shall have plictily of use
theteaf ovel all othel osels.
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Articla 17. Ratas and dutles

17.1 Eubject 1o any tequiterent of defence, foreigh ttade ot foteigh policy of this
Hlale, the safely of the public and quatantine and 1o the obligations of the Statle undet
multilateral i nerhatichal agreeioents 1o which the Slate is a paily the Gl Companies
any Affiliated Cotpolation and the agents and contraciets of the Oil Companies ot of
any Affiliated Cotpotation shall have 1he Hight 1o acquite impatt i nle and meove within
Papua Mew Goinea ahd use ahy plant mmachi hety equipument vehicles explosives fuels
reagehis ahd supphes which have a specialised applicatioh and vse 1h the Opelatichs
and 1o expoll fioun Papua NMew Goinea the peliolenm [whel hel processed o
alhetwise) tesultling fiown the Dpetations.

17.2 The 0¥l Cownpanies shall be subject 1o impetl duties and levies of genetal
application in accoldance with Papua Wew Goinea law fiow time 1o lime euoepl as
heteinafier provided.

17.3 Mo tale lax chatge due doty 1aliff ot othet levy shal | be applied to ol be
payable by the 0§l Camnpahies oh the expoll of ot ih tespect of the light 1o expolt
Petiolenin fioun Papua Mew Goinea by an 04l Campany ot 2 Related Campany.

174 ™o rate tax tent chatge due doty 1aliff ot olhet levy and he legislation which
discliiminates against all or any of the 0il Cowpanies ot any wemnber of an 04l
Cowmpahy ok ahy beneficial owher of shaves in ahy of the 01l Compahies ol ahy
petsch engaged 1h the Opetations shall be payable by ot [as 1he case 1oy be)
applicable ie any of the 0§l Cowmpanies ot any such mewmbel ot beneficial owher ot
pelsen [as the caseimay be) in tespect of the Dpetations ot of ahy ihcowme alising
divecily ot inditect|y therefiom PROVIDED THAT nething in the Clause is inlended
1o plovide a basis fol challenging the validity of the petiolenm incouwne tax ot
additichal profits tax.

175 Any inpol doly which is sought 1o be immposed on the impotiation of any
plam machinery equi pument explosives chermcals of clhet supplies which al the time
when such doly is scughl 1o be 1ioposed ave iopotted inle Papoa Mew G hea sclel y
fot the putpose of and which have a specialised application and usein the Opetatichs
and which is sought 1o be iimposed at a tale in encess of Lhe avetage tate of doly fiowm
tiioe e time payable onh the impoltatich inte Papua Mew Guinea of the Customs Taift
il huobered 118 275 309 313 320 and 341 04 as sel oot al the dale theteof in the
Second Schedule 1o the Custouns Taiff 1959 shall without ih ahy way whatscevet
liimmiting the intetprelatioh of Claose 17.3 above be demined to disc i hate against Lthe
01l Companies.

176 ™o Local Governioent Bates o Provi ncial Governuoent Eales ol taxes oh
land calcolated 5o as 1o be clher than appronimately eqoal 1o tole or lax calcolated in
velatich 1o the unimptoved capital valoe of the suiface Hghts of the land shall be
payable by the 0§l Caunpahiesin tespect of land held by the Oil Campanies, oh which

1m hing et ihdustial activities ave cattied oh.
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Article 18 Gonsultatlon

12.1 The Oil Counpanies shall cohsall fiown time 1o time with epiesentatives of
the State and shall futnish 1he Slate each siz mmenths with tepolis cohcething Lthe
unplementation of:

[a) theiraining and localisaticn progtanioe

[b) the ptovisions telaling 1o local pulchasing of supplies

[c) the provisiens telating 1o local business developuoent and
[d) the provisiohs telating 1o ehvitehmenlal mahagenent.

Articie 19. Inspactlan

19.1 The Oil Cownpanies shall ai all reasonable times allow the proper] y
acctedited selvants o agehts of the State [wheo shall establish their aothatity oh
tequest] 1o ihspect ahy aspect of the Opetaticns and likewise iz ihspect ahd lake
copies of the books of account and recotds of the 0il Cownpanies telating 1o the
Opetatichs ahd 1o ahy shipument, sale ob use of prodocts of such Opetatichs.

Articla 20. Patantandtachnology rights

20.1 All hew plocesses, hew el hads of manofaciure and athet techhological o
mechanical ihhovatiohs developed within the Ol Counpanies’ Opetatichs:

[a) shall remaih the ptopetly of the 0il Companies, which shall apply fot,
take cot and velain soch patenis and other technology nights, in Papoa
Mew Goinea ol elsewhere, a5 10ay be necessaly and desitable 1o protect
the sane; ahd

[b) shall not be sold, assigned, licenced, surtendeted, or ot herwise disposed of
by the 01l Compahies except:
[i]  ohthe basis of ah ano's length tahsacticn; ahd

[ii)  with the prior appleval of the Slate which appteval shall net be
uhteasahably withheld.

202 Contracts 1o which any 04l Campany is a paty prowviding for the patchase of
the night 1o use ih the Operatichs ahy process, methed ot other techhalogical
ihhevatich:

[a) which ate het conitacts 4l alrs-length, shall net be enteted 1Mo withoot
the plict cohsent of the Stale which cohsent shall hat be unteaschabl y
withheld, and

[b) which ave contlacts a1 alirs-length shall be sobumtted 1o the State for
infolmatich.

20.3 Folthe putposes of this Alticle the tetn "alms-length” shall have the sune
imeahing as ascli bed 1o i1 ih Sectioh Sch. 3.2 of the Offshote Act, ercept that conllacts
fol provisioh of setvices which incidental 1o thei t petfoiimance vequi te the use of any
such process, ioethod ot othet techhelogical ihhewvation the patent tights 1o which are
the ptopeily of any Oil Campany ot an Affiliated Cotpotation of any 04 Company
and which bot for the plevisions of Section Sch. 3.2(c) would be al aims-length shall
fol the pulposes of this Clanse be deeined 1o be al atns-length.
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Articla 21,  Ass|gnmant

21.1 The State imay assigh, wilhoul the consent of the CH | Companies, al | ot palt
of its Ventuve Tntetest 1o ahy Colpotatich, slalololy ot olhetwise, fotioed 1h Papoa
Mew Guinea and either:

[a) wholly owned by 1he Sate, or

&) whally cwned by ihe Slate and ahothel corpolatioh of olhel colpolatichs,
slalototy of clhetwise folimed in Papua Mew Goinea and which ave
cohtrelled by the Btate and in which the State has a1 least a 50%: beneficial
intelest,

PROVIDED THAT wested 1h such cotpotatioh ol colpolalicns ale powels ahd
financial capacity sufficient 1o enable such of the Slale’s continwi ng obligatiohs undet
this Aglecment as ale assighed 1o such cotpotaticon o be fulfilled.

21.2 Sobject 1o Clauses 21.1 and 21.3 and with the cohsent of Lthe othet Pallies
which cansent shall net be unteasahably withheld, all or any of the Palties may
assigh, ol othetwise dispase of theil i nletesl o Hights under this Agleenent.

21.3 Intihecase of any assighioent undet this Aiicle 21 the assighee shall
ohdettake 1o the Sale 1o amoime, obselve and caunply with all 1he obligations of the
assighot in telation 1o 1he imatter assighed ol 1o the extent of the intetes! assighed as
the case mmay be. Aftel the giving of any such undeitaking, the assighotshall be
telieved of i1s obligatichs uhdel 1his Agleement in Lelatioh 1o the imatlel assighed ol 1o
the extent of 1he inlelest assighed as the case may be withoul prejudice to pre-existing
tights accrued 1o the Sate agninst 1he ass ghot.

214 Molwithstandinglhe foregoing provisions of 1he Clauses 21.2 and 21.3 but
subject i hotimal statuloly applovals in foloe frow time 1o time,

[2) ahy CH| Cowmpany may chatge by way of fized ol floating chatge the
whale ar any pail of its Venture Inlerest 1o secule the tepayiment of, any
payment of interest and othel fees, costs ahd ex penses telated 1o, all loans
made 1o that 04l Counpany 1o finance the ploject; and

[b) the Oil Coumpanies may moligage ahd chatge any specific assel [whether
teal ot peisehal propelly] Lo secote the pulchase plice theteof whete such
umouht has been bottowed to finance the putchase of that asset,

and any motigagee ot chargee under 2 iotigage of charge given by the Ol
Cownpahies 1may exelcise all lights of sale and ether lights included in any insttoment
of inaiigage ot chalge provided il shall fitst give the State al least twenty-cight days'
hatice of i ntehlich 1o exelcise those lights.

Articla 22 Arbltation

221 Tl any tioe thete is ahy dispuole, question ot diffetence of apinien [in this
Anticle 22 refeived 1o a5 "Issue”] between the Pallies concerhing the application of or
alising ool of sectioh 924 of the Offshove Act othet thah any dispole, questicn, ot
difference of opi hioh in tespect of which plovisicn foo setlleme nt ol deletim hatich is
ptovided under the Theouwoe Tax Act 1959 the saioe shall, subject 1o Clanse 222 stand
tefeived 1o the atbitlation of 2 single atbiltatot, ahd such tefetence shal| be considered
asubimissioh within the meaning of that explession given by lhe Arbittation Act 1951,
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222 Afler any Issoe has alisen between 1he State oh the ohe hand and the Ol
Counpa hies ol ahy of thew on the olhet hand, any Paily to thal lssue may at any time
ptict 1o the appaintoent of an arbiltatol by conculvence of the Palties ol putsnan 1o
the Arbittation Acl, 1951 by netice 1o the cther Paily ot Patties therelo elect that the
prowisiohs of this Clause shall apply 1o such Issue and in such event:

[a) the Issoe shall stand referved 1o the arbittaticn of 1hree arbilators, che of
whoun shall be appoinied by the State and ohe of wheun shall be appaointed
by ihe other Paity of Pallies 1o 1he Issue and the thitd of whomshall be
agreed upoh by the State and the cther Paily or Parties 1o the Tssoein
wiiting, and in defanll of agreeiment within foorteen (14 days afiet the
Slate gives hotice 1o the olther Parly or Parties 1o the Issue ob the other
Pauy or Parties 1o the Issue give hotice 1o the State teqmiting the
appointment of such a 1hitd atbiltator, shall be appointed ih acootdahce
with the plovisions of the Albittation Act 1951 fioum a panel of five [3)
arbittatels 1o be howminated within a forther peried of fooreen [14) days
thereafter by the President and Chainman of the Boaid of O vectols [or
failing him the Chief Execotive] hot being 2 Citizen of Papua New Guihea
of the Asian Development Bank (o, failing such howm hatich, fioun any
panel of atbitiatals which the peisan ob bady appai nti ng the thitd
atbillatel cohsidels satisfactoty) PROVIDED THAT ho petsch shal | be
eligible fol appointiment as a thitd arbitratot [onless the State and the Ol
Companies othelwise aglee in wiiling in ahy patliculat case) if al the tioe
of his ploposed appointioent he is ob has been a1 ahy tioe piict therelo a
citizeh ot tesident of Papua Mew Guinea, the Cormunchwealth of Austialia,
Canada, ot the United Slates of Ametica;

(b if any atbitrater vefuses 1o act, is ihcapable of acling ot dies, 2 hew
atbirator shall be appoi nled by the paly appoi nting the ctiginal atbittalor
ol [in the case of the thitd atbitratet) in accotdance with 1he procedure
plovided for in Sobclanse 22.2(a);

[c) if oh such vefetence ohe Paly fails 1o appoint ah atbittatot either
cliginally ot by way of substitulich as aforesaid within foulteen [14) days
afier the othet Paily [having appointed its atbiliatol) has given to il hotice
1o appoi i such arbitratet, 1he atbittation way proceed in the absence of
such arbitrator;, and

[d) such atbiratioh shall ke held at such place [whether 1 hside o culside
Papua Mew Guihea) as the arbitratols detetimne.

223 Wany Pauy 1o any atbittation onderthis Claose so tequesis 1he atbitiatot ob
atbittators shal| state, in the fouin of 2 special case for the opinich of the Matichal
Coultl of Papua Mew Guoihea, ahy questioh of law alising in the coulse of the
tefelehce, ahd ahy epinicn given shall be subject 1o the netimal tight of appeal.

224 Anawatd mmade oh an atbiltation shall have fotoe and effedt as fol lows—
[a) if by the awatd i1is adjudged that the decision of the Stale is coltect then
the decisich of 1he Slate in tespect to the Isue shal | stand; bt

() if the arbiltatol adj ndges thal the decision of 1he Stale is incottect then he
shall further adj vdge what the Nonn Phice shoold bein which event the
decisioh of the Arbitiatol shall be binding oh the Paities.
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Artlcla 23 Law applicabla

23.1 This Agreeinent shall be govethed by and cohsitoed i accotdance with the
law of Papua MNew Goinea.

Articla 24 Warlatlon

241 The Paties may froun Lime 1o time by agleeiment in wiiti ng add to, substitule
fot, cancel ol waty all ot any of the provisions of this Agleement, 1he Licences, ahy
Cvevel opioent Licehce, ol any lease, licence, tight o grant glanted hevennder o
pulsuant hevelo ob ahy pleglunne, ploposal o plan apploval heveundet, fol the
putpase of mote efficiently ot satisfacioli |y ioplementi ng ot facilitating any of the
objects of this Agtecment.

242 Whete an agreement inade porsoant 1o Claose 241 cohstilotes ah alteration
of any Auticle or Claose refetved 1o in Claose 3.2, the valialioh agiecioent shall
cohlain 2 declatatioh 1o that effect, and the State shall as sooh asis placticable
intteduce and spohsct in 1he Matichal Patliaoent 2 Bill fot ah Acl 1o applove that
valiatich agreement and give fotoe of law 1o the alleration of the tights heteunder.
That vatiatich agieement shal| be subject 1o the couning inle fotee of Lthe apploving
Act

243 Any agreeiment mmade puisoant to Claose 241 which does nol constitole an
wnendinent of any Claose veferted 1o 1h Clause 3.2 shal | be labled by the State in the
Matichal Patliunent within the fitst twelve [12) sifting days next followi ng its
cxeculioh.

Articia 25, Motlcas

25.1 All notices, hotifications, cohsents, apptovals, undetia kings, applications,
vequests, offels, tepolis, telulhs, elections, and proposals vequived 1o be ot which may
be given, imade, futhished or subimitted onder this Agreemment shall, unless the context
clhetwise Lequiles, beih wiiting sighed by a Minister of the State ot the Divector of
the Dffice of Minetals ahd Enelgy ot [as the case imay be) 2 ditectol ol sectelaly ot
athet desighated vepresentative of the 0il Cowmpanies, and if in wiiting shall be
safficientl y given, furnished o subumitted if delivery a1 or posted by prepaid post to
the address fot setvice of the Pally ot Patties 1o whaun it is 1o be given, mmade,
forhished o subumitted, and all such cormumuohications if posted as aforesaid shall,
uhles ploven olhelwise, be deeined 1o have beeh teceived ih the otdi haty coulse of

post.
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292 The addiesses fol selvice:

[a] ofthe Stale shall be:
(i) for the putposes of Sub-clause 13.3(c)

The Frito= Winist=L,

Cehtial Gervel hio= bl O,
Waigahi,

Papoa Mew Joinm

ol by post lo:

The Plite= WinisteL,

Crnilal Gorumt hio= b CHfices,
Walds B1ip Post Offics,
Waigani,

Papoa M=w Goihe

Telephone: Foul Wowshy 27 1211
Telez: SENTROF ME 22144; and

[ii]  fer all othet pulposes:

The DHl=ctol,

Otfiee of Wiheals and E helgy,
Fohedobo,

Papoa M=w Goihe

ol by post 1o:

The THimciol,

Crttice of Wihe lals and E newgy,
P2 Bow 2352,

Kohedoba,

Fapoa Hew JGoinm

Tm Ephcme: 151190

Telex: WABTRO ME 22211

[B)  of the Oil Counpahies shall be:

Ao A mialo Limfed,
212 Bridge Stveet,
Sydhey, Aoxtlalia

ol by post lo:
Alco A miola Limnfed,
G.P.0. Bow 1521,

Spdney M5, 2001,
Aosiialia
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Tekphohe: Sydhey 275301
Telez: 21297

Anstialiah Zopetiol Gl Coropany Litited,
4115 Aostialia Soate Towel,

Gmolge S,

Sypdhey MSE. 2000,

Ansdialia

Attention: M. Ledinghato
Telephohe: Sydhey 27T 2373
Telez: 21271

ahdic

Anxialiah Sopetiol Cil Cotopahy Litrited,
Fiist City Wational Bank Boildimg,
Hooxioh, Tezas 1.5 4.

ol by post o

Anstaliah Sopetiol Gl Cotopahy Titited,
PO Bow 1511,
Hoostoh, Tezas, TTOOL, TL.5.A,

Attention: TE. Reid

Telephohe: Hooston 2245111
Telez: TT 5164

Canadian Supl:l.iul. 4l Aoad) Pl_'ll. Tid.,
Thie= C:Ig:l_-.- Plaee,

155 Foouth Aveho= 5.9,

Calgaly, Albe o, T?P OJ1, Cahada

Attmntion: HI. Caihe.
Telephone: (4013 267 4110
Tekez: 013 26640

B P:j:l m Mew Goihea The.,
Ci- Ezplotation Wahagel,
Exo Ansiiali Litnfled,

127 Henl Si=et,

Sydhey, M5, 2000

T= Ephune: 0557
Telkz: A4 20549

Sohlay Ansialin Ol Cotopany The.,
Soite 404, Cothay Boildimg,
Fihgapol= 3
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Attention: T. Adaroe.
Telephone: 32 3032
Telez: RE215G1

ahdic

Sohlay Andialin il Cotopany The.,
PO Bos 10,

001 Bl_-,l:h Tl:lwel,

Tallas, Tezas, T5221, U5 A.

Attmntion: W.R. Broocks.

Telephohe: (214) 744 2222

Telez: 71 2321
Any Paly mmay change its addiess for setvice by plict holice ih accoldance with this
Article.

25.3 Whete the il Caumpanies ave requi ted 1o subumt any plans, proposals, ot
other atetial for the approval of the State, the date of subimissich shal | be deaned o
be 1the date on which the State veceives the said plans, propesals ot clher mmaterial.

Articla 26 Tarmination

26.1 The State ooy tetim nate this Agleenent by notice 1o 1the il Comnpaniesin
any of the following events—

[a) if the 0l Cawnpanhies abandon the Licence o tepodiate theit obligatichs
uhdet this Agreement and Opelatichs ave hot tesmmed ot such defanlt
made good within a petiod of siaty (600 days afler hotice as provided ih
Clanse 26.2 15 given by the Sate 1o the Ol Cownpanies,

[b) if the Slale can establish that in glanting s appteval 1o any ploposal imade
uhdel the Cffshate Al ol othetwise il ielied upen 2 stalement wade by
the 04l Counpahies hol beihg ah estunate based onh judgeinent exercised in
good faith oh the applicatioh of khowledge available at the time the
estunale is 1made ahd 1 is showh the Gl Cormpa mies inlended soch
slalerment to be false ot mmsleading,

[) if the Licehce ok ahy exlensiohs ol lehewal theteof is plopetly foufeiled
due to defaull by the 0l Companies ot is suttendeted undet the Onshate
Act,

[d) if the 0l Cawmpahies do het subuit proposals in accoldance with A icle
7.

26.2 The notice 1o be given by the State in tenims of Sobclanse 26.1(a) shall
specify the hatule of the defanll ot other glound so entitling the State 1o cxelcise such
tight of detetiminatich and whete apptoptiate and khowh to the State the Pa iy or
Pallies tespohs ble thevefol and shall be given i each of the 0l Cawmpahies.

25.3 Fol the putposes of Clanse 26.1(a) the Cil Cowmpahies shall hot be deemed 1o
have abahdahed 1he Licehce ol tepudiated theit obligatichs uhless all peiscns fol the
tiioe being bound, whethel as amighees of 1he 0l Companies ol olhetwise, 1o
petfonn the obligations of the 0§l Campanies hetennder, have abandened the Licence
ol repodiated the cbligations.

- 31 -

Sch. 1



Sch. 1 Petroleum (Gulf of Papua) Agreements 1976

2564 This Agteement shall tetiminale oh the expity ol suttehdel of the Licence and
all Developoent Licences issued ovel any pail of the Atea ot any tenewal ot
exiension of any of then.

26.5 Hihis Agtecioent is tetminaled afier the grant of 2 Devel opoent Licence al|
sirocluves, inslal latiohs, plant, and egqoi puoent:

[a) which can be rerpoved fiown the Alea within six (6] mahths afier the
hotice of telimnatioh and withoot itepatable dunage 1o the Atea ot any
remmaihihg situclobe, ihstallations, plant ahd equipunent inay be bermoved
by the Parties; and

[b) all other sitocioves, instal laticns, plant, eqoi puoent and heh-ioovable assels
of the Palties in the Alea shall theteupon becoune the plopelly of the State
without any cosl 1o the Stale or any liability forihe Stale to pay
coumpehsatich 1hetefor, and freed and discha tged fioun al | imoltgages and
other ehcumbtahces. All matetials, supplies ahd othel movable assets of
the Paities i the Avea which ate full y depreciated for tax pulposes shall
likewise becowne the plopetiy of the State, bul any such mmatelials, supplies
and athet movable assels which ave hot full y depleciated fol lax putposes
shall be offered by the Paities for sale to the State at their depreciated

valoe.

265 The Oil Counpahies shall de all such things as the State may teaschably
bequibe i give offect 1o the plovisions of this Aicle 26 and the 0l Cownpanies shall
make availableio the State the tesulls of the Thvestigaticns and Stodies to the extent
that they have beenh cattied oot by the Oil Counpanies befote the date of telim hatich.

2567 This Atlicle 26 shall cohti hoe ih folce hotwithstanding the tetminatioh of the
vest of this Agteeinent and 1may be sued upah ot enfolced against the 0| Compa hies.

25.8 Tetrm hatich of this Agteement uhdel this Adicle 25 shall be withoot
prejudice 1o ahy lights of any of the Pallies for ahy antecedent bteach of covenant ot
agleciment.

2692 Motwithslandi hganything 1o the cohttary contai hed hetein, shoold any law,
slalute ol egulatich be passed in Papua Mew Guinea ot becoune effective in Papua
Mew Guinea, subsequent to 31st March 1977, and shonld such law, stalole ot
regulaticn ablogate ot imatetial ly altet the fanduoental conttactnal ights ot
obligatichs of the 04l Cownpanies heteandet, the Ol Counpa hies shall have the tght 1o
give the State &0 days hotice of theit intentich 1o lelimnate this Aglteement withount
forther abligatich 1o the Slale except as 1o lights ot liakilities in tespect of any
amecedent bleach of this Agtesiment.

Articla 27. Amandmants to oparating agreamant

27.1 Fotthe putposes of this Alticle 27 the Opetating Agteement shall be deened
1o apply ahly in lespect of the Atea, 1he Licence ot ahy Development Licence.

27.2 The Patties shall commumehce a5 sooh as placlicable o hegotiale ih good faith
with 1the objective of aglteeing oh the fonm ahd content of 2 Ioint Opelating
Agteament 1o accotd substantial ly with the provisiohs of the Opetaling Agreaoent
but 1o teflect:

[2) changes in1he paties bound thereby and the citcnmslances of 1heit
associalion, ahd

[b) the possible acquisitioh by the Slate of 2 Yenture Thletest, and
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[<) upendients hecessaty 1o give effect 1o the plovisions of this Agreemoent.

27.3 Hihe Pailies have hol execoled the Joinl Opetaling Agieanent al 1he date the
Slate elecis 1o acquite 2 Yenlate Tntevest under Clanse 13.3 the State shall as and from
that date be deeined 10 be a patty 1o the Opetating Agteement with foll rights 1o attend
ahd vete at all Opemting Cowmumitee Beeti ngs.

274 Afler the date of this Agleeinent the Oil Cownpanies mmay hotl amend ot
teplace 1he Opelating Agteciment withoot the appleval of the State.

27.5 Withoot limmiting the genetality of the foregoing the Palties agiee that A ticle
Y1 shall be deleted 1h its entively and:
() the fallowing alticles ol clanses of the Opetating Agleement should be
teviewed fol the purposes of Clanse 27.2—

Clanse 5.1,6.2, and &.3
Articles T, K, HI, KT, KL, and KV,
ahd

[b) that addiichal provisichs be ihcloded 1hthe Joint Operati hg Agreenent 1o
plovide fol Opetatiohs by less thah al| paities 1o thal Aglesment.

Articia 28, Miscallanecus

28.1 Mostunp duly ob other fees ob chatges shall be payable 1o the State in
tespect of ahy assighioent ol ttansfer of any Paticipating Thletest ol Yentlote Thtetest
ih the Licehce ot the Yentube Assels by ah il Counpany 1o the Slale orio ah
Affiliated Cotpotatioh incotpotated in Papua Tew Guinea if such assighioent is
vequived 1o coumply with the plavisions of the Acts.

28.2 Sobject 1o considetations of natichal secolily the State shall glant iz the Ol
Couopa hies such licences, petimils and other tighls ahd exemmplicns 15 ave within ils
powel 1o grant and which reascnably may be requived by the Oil Commpanies 1o enable
the Ol Counpanies to fulfil theit obligatiohs and enjoy theil tights and benefits under
the Licence, the Acts, ob this Agresment.

28.3 the Btate elects 1o acquite 2 Yenlute Ihietest theteafier the Palties shall
owh all the Wentule Assels as tehahts ih comunoh, howevel, the ex penditute of the Ol
Cownpa hies uhdet 1his Agleenent shall be showh ah the accounting vecotds of the Chl
Counpa hies ehlitel y 25 expenses, chalges, and costs of the Ol Cowmpanies in
propattion 1o theit tespective Pailic pati ng Interests and shal| be veflecled for
putpases of the fiscal dispositions of the applicable United States law in 1he balance
sheet and profit and loss accounts of ohly the il companies.

284+ Whether an election shall be imade 1o have this Yentore excl oded fioun the
application of the ptovisiohs of Sub-chapter K of Chaptler 1 of Sub-title A of the
United States Interhal Bevenne Code of 1994, shall be detetinined by EPMG for each
Calendar Year duning which EPMNG has incutted expenditutes under Alicle 13, The
initial deteti natioh shall be imade and furhished in wiiling 1o 1he other Patties ho
later 1than 13th Apuil, 1977, and if requested by the Opelalot 1o do so, the Slate will
execale a lax agtennent for United States tax putposes in a foun 1o be approved by
the Patties.
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28.5 Conhsislent with tequivemments of the law and hatichal secatity 1he State shall
use ils besl effolis to have foteigh workels and theil dependants o be employed in the
Opetatichs ih accoldance with the apploved trainihg ahd lecalisatioh ploglunine
expeditious y granled such pelinits as 1oay be hecessaty 1o avthotize them 1o entet, te-
entel, move within, tewmain 1h ahd depa i froum Papoa Mew Guinea and to wotk oh ot
ih cohhectioh wilth the Opetatichs.

Artlcle 23,  Matural gas and gas llquids

29.1 U shall be the responsibility of the 0| Campanies 1o detetinine whethet
prodoction of Watural Gas ot Matoral Gas Liguids is cormuoetcial and whethel ot hot 1
cohstiuct and install fasi lities to ehable pradoction of such Matotal Gas o Matatal Gas
Liguids.

292 Matural Gas ahd Matotal Gas Liquids will be disposed of by the Paities at the
first point of imeasutewenl downstiean fiom the cotlel flange of the field gas
sepaltaior in 1the Area beyond which peint the Slate’s Yentuwe Interesi shal | cease.

29.3 Mol Price fou al| potposes fol Matolal Gas and Watolal Gas Liguids will be
the plice specified in contlacts fol iis sale enteted i nlo with the prict apptoval of the
Sate which will hol be nhieaschably withheld.

294 Sobject 1o the absence of Regulations Lo the conltaty undet 1he Acts the Ol
Cownpa hies 1may flave gas hecessalily prodoced with clude @il and net heeded in the
Opetatiohs and 1he sale of which is ol econamically justified.

295 The State vecogmses thal iis electicn 1o acquite up io 1 22 5%, Yenlore
Lnterest imay prevent the 0l Cowmpanies from prodocing on 2 cormoercial basis
Matoral Gas ot Gas Liguids discoveted ih the Atea. Thetefove, if the 0hl Commpa hies in
a proposal ohdet Claose 7.1 predoce evidence that such Watvral Gas or Gas Ligmds
canhel be plodoced oh a coimimetcial basis if the Stale elects 1o acquite a 22.5%
Wenlute Tnietest, 1he Stale will negotiate in good faith with the intention of aglesing
oh such lessel Yenlole Inletest as will allow a Matotal Gas of Gas Liquids project 1o
ploceed oh 4 cortunelcial basis.

N WITNESS wheveof this Agreeioent has been doly execited by the Palties, the day
and yeat fitst hetei hbefote wiitlen.

Signed for and on behalf of 1the Independent | Izhn Guise

Hate of Papua Mew Guinea by the Gowvethot |

Genetal, it [ehn Goise, acling with and in )

accoltdance with the advice of the Maticnal ) John Goise,

Executive Connal: ] Goverhol Gehetal

C. ¥an Lieshouot

Withess
Signed, sealed and deliveted on behalfof ) Thomas Adaime, Ir.
Suhtay Avsttahan Gl Company Ihe, by ils )
duly constituted Attothey in the ptesence of: |
Wendell I. Bares

Withess
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Sighed, sealed and deliveted oh behalfof )
Arce Avstraha Luoited by i1s duly constitoted
Attorhey in the presence of: ]

Dezsee I Hajdu

Withess

The Cowunoh Seal of Canadiah Sopetior Ol )
[4usl.] Ply. Lid., was heteonlo affized by )
anthetity of the divectots in the presence of: )

MY, Ledinghun

Secietaly

Sighed, sealed and deliveted oh behalfof )
Aupstralian Supetior Ml Campany Lunited by

s doly constiloled Atlorhey in the plesence |
aof: I
M.Y. Ledinghun

Wilhess

Sighed, sealed and deliveted oh behalf of )
Esso Papoa Mew Gm hea The., by its doly ]
cohstitoled Allothey ih the presence of:

E.M. Hooke

Withess
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SCHEDULE 2

AGREEMENT

THIS AGREEMENT madethe ... day of .. , 1976 BETWEEN THE INDCEPEMDENT
STATE OF PAPUA NEW GUINEA [herein called “the State™) of the fitst pait and
ARCOAUSTRALLA LIMITED (hetwin called "Arca"), AUSTRALIAN SUPERIOR
OIL COMPANY LTMITED (hetein called "Apstralian”), CANADLAN SUPERICR
OIL [(AUST.) FTY. LTD. (hetein called "Canadian™), EES0 PAPUA MEW GUINEA
IMC. [hevein called "EFMG"), and SUNMBEAY AUSTRALIA™ OIL CO. (hevein called
"Suntay") [hevein called collectively "the Chl Companies” which expressicn shall be
1aken 1o refer alse 1o each such company several ly) of the second palt:

WHEREAS

4. Petlclenm Plospecting Licence humbel 2 1ss0ed pulsoant 1o the Petiolenm
[Subioetged Lands) Act 1975 15 held by the il Cownpanies subject o theil tespective
tights ahd cbligatiohs as specified:

(1] inthe said Peltolemn [(Subimerged Lands) Act 1975,

[11)1n the sa1d Peltolemn Prospecting Licence homber 2,

[i#1)  ih an agresment dated the 2nd day of Tahoaty, 194 anchg Tasman 04l
Piy. Lid., Anacapa Cotpotation, Suntay 0K Oil Company and Phillips
Peitolemn Company, and

[iv] inan agresment dated the Yh day of May, 1975 ancng Arco,
Ansttalian, Canadian and Suntay of the ohe pait and EFNG of the othet
palt,

ih each case as vated by this Aglecioent;
B. The Stale vecoghises:

(i) thal discovery of comunetsial quantities of Petrel enin in Papua New
Guihea will be of inajol ecohowmic sighificance 1o the peaple of Papoa
Tew Guoinea,

[i1] that 1o enhahce the prospects of such discovely, the Slate intends 1o vely
oh and petimil companies such as the Dil Companies 1o explole for and
prodoce any Petrolenin discovelies,

[iii)  1hatthe 0il Cownpanies will spend latge suims of ioohey oh explotatich
fot Pettolenm and oh development of facilities 1o plodoce any comimetcial
quantities of Peliclemn discoveted, and

[iv]  1hatthe akilily of the 0§l Counpa hies 1o spend amcohts of imohey
tefelted 1o above wil| be dependent in pall upeh the cetainly and leng
tetim slabilily of the tetos upon which the State penmits 1the il
Couwnpanies 1o opetate within Papoa Mew Goinea;

C. The State is ahwicus 1o ehsolbe that the developiment of any coumioetcial
discovelies of Pettolemn wil | secute the maximun benefit for and adequately
cohtiibute 1o the advahceiment ahd the secial ahd ecohoimic welfate of the people of
Papua Mew Coinea, ihcludihg the people in the vicinity of the 04l Companies’
opelalicns ih 2 mmanhel cohsislent with theit heeds and the plotection of thet
ehvilohioeht

D. The State and the 0| Coumpanies have agreed oh a hombet of wattels which
ate sel culin this Agieement and while ack howledging that legslative soveleighly 1h
Papua New Guoinea is vested in the Matichal Parliwoent wish the inalters agleed upon
1o be an endutihgattahgemment ahd do het intend that they shoold be alleved cther than
by agreeiment between 1he State and the Ol Cownpa hies.
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NOW THIS AGREEMENT WITMESSES A5 FOLLOWS:
Articla 1. Deflnftlons

L this Agresment, ohless Lthe conlextl othetwise tequiles:

"Accmnulated Liability" has the ioeaning asciibed 1ot in Clavse 13.1;

"Affi liated Cotpotationh™ means, in velatich 1o ahy Paily a velated coumpany of
that Faity ahd “related company™” has the smoe 1oea hing asclibed thetelo
by Bectich (3] of the Commpanies Act 1963,

“the Agteamenl” ineahs this Agreement logether with the Anhexotes helelo,

"Approved Proposals” ineans proposals of anehded proposals subimitted to
the Slate putsvant 1o the provisiohs of the Offshote Act and apploved
potsnant teihat Acl;

“the Avea" imeans the avea covered by the Prospecting Licence;,

"Budget Yea" ioeans a calendar yeal couunencing oh 1si Tanoary and ending
oh the et succeeding 3151 Deceinbet;

"Citizen" mmeans a citizen, [whether hatural both ot hatutalised) of 1the State;

"Developument” moeahs activities 1h ot ih telatioh to a Development Avea
callied oh ih accotdance with the Opetati hg Agreeinent ot Joinl Opetaling
Agreeinent fob the putpose of constiucting and installing the faci ities and
inflasituciobe hecessaly Lo ehable Pradoction fioum the Avea;

"Developiment Alea” mmeahs the Blocks complizing a Developument Licence;

"Developiment Licence™ moeans a Development Licence granted under the
Offshore Act,

"Explotatioh” and "Prospecting” meah activities ih ot 1h kelatich 1o the Avea
cattied oh fol the putpose of identifyi g in the fist instance the locaticn
of any Peticlemn liaps in the Avea and theteafler in velation 1o each
Petliolenn ira p 1o detetim ne whether 11 constitoles a veservoir conlaining
sufficient Pettelenn to justify Development,

"Foregene Production™ has the woeanhing asciibed 1o il in Claose 13.1;

"Thvestigaliohs ahd Stodies” ioeans the 1 hvestigatiohs ahd studies tequived by
the Binister ohder seclioh 284 of the Offshote Adl;

“Izinl Operating Agreainehl” 1oeahs 1he agieeinent 1o be hegetiated by the
Patliesin substitution for the Opelating Agteanent;

"Licence” and "Petrolenn Licence” ioean Peltolenin Prospecti ng Licence
humber 2 ol ahy behewal, exlensich, ob teplacement thereof issoed
putsuant i the Offshote Act,

"Licehoe Canditiohs” 1oeahs those conditions ihcloded 1h the Licenhce or ahy
Developument Licence by the BMinistel as provided fot in the Offshore Act;

"Licehce Yeal" ioeans a 12 mmohth peticd coumunencing ih the fitst ihstahce oh
1sl Zeptemnber, 1975 and theteaflet the 12 mmonth pelicd cowmmens hg oh
1=t Septeimber in each year;

"Offshore Act” means the Peltolenn [Sobimerged Lands) Act 1975,

"Operati ng Agreciment” imeans the agreeinent dated the 2nd day of Janoaty,
1964, woehg Tasman Ohl Py, Lid., Ahacapa Corpetation, Suhtay DX Ol
Cowmpany and Phillips Pettolenm Cammpahy as anehded pricr 1o the date
heteof and as tegisteted with the Winister for Mines and Enelgy, as
futther unended fioun time o tioe by 1he Patlies;

"Opetati ng Cormumites” has the sune ineaning in this Agreeinent as the
imea hing asclibed 1ot ih the Opelati ng Agleeiment ;
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"Opetations” meahs cpetations ahd activilies cattied ool ondet the Operating
Agreemment anhd the Joint Opetating Agreenent ahd inclodes Explotation,
Developument ahd Praduc hg ot ahy of them as the cohlext pelimits,

"Pary” or "Paties” ineahs respectively a parly or paties to1his Agreement
ahd theil ves peclive successols ahd petinified assighs;

"Paticipating Ihletest”" means the uhdivided petcentage interest of each of 1he
Gil Companies in the Yenture Assels inupediatel y plict 1o the ass ghioent
1o the Slate of its Venlote Tnierest. A11he date of this Agreenent the
ves pective Paticipating Thilevests ave:

Arco 10.06%
A pstralian 7.5%
Canadian 7.5%
EPFNG &62.5%
Suntay 12 5%

"Petrelenun lneoune Tax” and "Additicnal Profits Tax" have the sane
imeahing ih this Agreemnent as the ineahing asclibed 1o them ih the facomes
Torx Act 1959,

"Positive Day” has the ineanihg asciibed 1o 11h Clanse 13.1,

"Preducing” ioeans aclivities invelved in ob in velalieh 1o ptedoc ng, keating,
{ahsum it hg, ltahs potti ng, sleti ng o handli ng of Pellolemn ploduced
fioum within the Avea, and incl odes exttacticn of Peticlenm by any
petinfled ioethod, and all wolk and opetatichs hecessaly ol cohvehient
for the fotegoi ng;

"Productich Shave™ has the ineaning ascii bed 1o 11 1h Claose 13.1;

"Shatifall Pelicd" has the mmeahihg asctibed 1o it in Claose 13.1;

"Simple Thietest” has the ioeaning ascribed 1o 11 in Clavse 13.1;

"Specified Volume" has Lhe ineaning asclibed 1211 i Claose 141,

"Wenluve Assels" imeans Propeity whether teal ob petscnal owned al 1he dale
the State gives natice ondet Clanse 13.3 or theveafier acquived as tenants
ih cowtumeh—

[a) by the Oil Counpanies in pltopotticn o theit vespective Partic pating
Lhtetests until the Sate elecis 1o acquite s Venlote Thierest, and
theteafier

[B) by the Paries in plopoiticn 1o theil tespective Yenlote Ll bests,

ahd ihcludes the Licence, ahy Developiment Licehces grahied ovel the
Area, matenals, plant, and equipioent and any Pettolenn discovered 1h the
Alea,

"Venlure Intetest” 1oea s Lthe ondivided peteentage i netest fliom e Lo tune
in the Ventore Asels and Opetations of 2 Paly after 1he assighioent 1o the
State of 2 percentage i ntetest in the Yentote Assels and Opelatiohs,

"Works and Facihties" and "Wotks ot Facilities" have the meaning asclibed
1o thewnin Aticle 15;

"Block”, "MNoum Puce”, "Peticlenn”, and "Royally” have the sune imeaning
in this Agtesiment as the ioeaning asclibed 1o them ih the Offshote Al
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Articla 2. Interpratation

21 Thihis Agteeioent ohless the contexl ctherwise teg o es—

[a) mohetaty refetences ate tefetences 1o Papua Mew Guihea coltency uhless
clhetwise s pecifica lly expressed,

[B) the headings de het affect Lthe inletpietation ol consliuctich;

[<) vefetence 1o an Acl inclodes the aipendinents 1o that Act for the time being
in fotoe and alse to any Act passed in substilution thetefor and any
tegulatichs for the time being ih fotoe thereandet;

[d) watds unpotting Lthe singolar 1 nelode the ploral and vice versa;

(&) wolds unpotting ahy gendet incl ode the other genders,

[f] vefetences 1o a pelseh include 2 cotpotatich ahd vice velsa,

Ig) vefetence iz an Alicle, Claose ok Subclanse is 12 ah Auicle, Claose ot
Subclavse of 1his Aglecioent;

[h) vefetence 1o a Wi nister shall ioean the B nister for 1he time being having
vespons bility for the patticolar subject ioatter acooldi ng 1o the context.

22 Whete any ptevision of this Agleeinent constitutes ah ohdeltaking by ohe of
the Palties 1o make a payinent ol to petfolin some acl ol to catty ool soune obligation
ol o assume saune bespohsibilily o Habiliy orte grant scune night, cohcessioh ol
advantage that Paly shall by its execotioh heteot be deerned 1o have covenanted ahd
agreed with the clher Paly accoidingl y and whete any such provisioh constitules such
an ondetaking by the Cil Compa nies theve shall be desined 1o be a covenant and
agteeinent by all of themn jeintl y and each of themn severall y in vespect of such
uhdertaking.

Articla 3. Effact on and of othar bws

3.1 The Atticles and Claoses listed in Clanse 3.2 ave 1o have the foloe of law and
apply notwithstandi ng ahything 1= the contiaty in ahy cthet law in fotce in Papoa
Mew Guihea, ahd ho law at any timoe in fotee in Papua Mew Guihea moade afiet the
coimumehcewnent of 1his Agtesment shall affect those Aticles and Clanses:

[a) uhless the conttaty intentioh a ppeals expressly 1h that law; ot
[b) except as provided by 1his Agbecioent.

3.2 The ptovisichs of Clause 3.1 shall apply 1o the following:
[a) Alicle 5
[b) Anicle &
[c] Clanse 176
[d) Clapse 28.1

Articla 4.  Gondltlons pracedant

4.1  Axsooh as beaschably ptacticable afiet execotion of this Agreement the State
shall inltedoce and spehsat in the Matichal Patliament in 2 foum agteed upeh by the
Palties, 2 Bill fol ah Acl 1o applove Lhis Aglreement and 1o give the fotce of law o the
Auicles and Claoses specified in Claose 3.2,

+2  This Agtesment shall be void and of ho effect and hone of the Paities shal|
have ahy claim against ahy othel Parly with bespect 1o ahy matter clihing alising cot
of, dene or petfolmed under 1his Agtecment unless the Act refetved 1o in Subclaose
+.1(a) shal | come inlo effect ptict 1o 3151 day of Mavch, 1977.
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Articlas.  Currancy

5.1 Wouds and expressichs which have a cellaih mmeani hg whete used in the
Foreigh Exchange Regnlaticns inade under the Centre Bembimg Acr 1993 shall have
the saioe imeaning whete osed in this Article 5.

52 The Ol Companies shall be entitled 1o tetain in foleigh cottency culside
Papua MNew Guinea ploceeds of sale of all Peliclenn pteduced by the 0l Counpa hies
and expolied ovelseas 1o the exlenl hecessaly 1o ehable the Oil Compahies 1o meet
their obligations 1o pay foreign cattency duoti ng the ensuing thvee [3) ioonths in
ves pect of:

[a) the ptincipal of, intetest ahd setvices chalges oh and othet fees and
expehses belated to loahs made 1o the 04l Compahies ih foleigh coltehcy
fol putposes of theil opetatiohs undel 1his Agteciment by peisens hot
vesident in Papua Wew Guinea, whete the telirs of such leans have been
apptoved by the Bank of Papua New Guinea under the Foreign Exchange
Regulatiohs; and

[b) courumitiments ih foleigh cottency Lo petsohs hot tesident ih Papoa Mew
Guihea fot the suppl y of goods and selvices 1o the 08l Cammpanies
[ihcl nding capilal goods and selvices of foleigh employees and
cohsullants); and

(<) cuwmumitiments in tespect of dividends payable 1o shateholdels vesident
oulside Papua Mew Goihea,

previded that the aioeonts concetned ate exlablished 1o the teasonable satisfaction of
the Sate.

5.3 Whete ainounts of foveigh curtency expecied 1o be tequived by any ofthe il
Cownpa hies fot the putposes desclibed in Clanse 5.2 10 ahy thiee imonth petiod exceed
the ancunts of foleigh cortency eathings expected 1o be teceived by any of the Ol
Counpa hies ih that petied, such 0l Company mmay tequest the State lo held foleign
cuttency fol it 1o 1he level of the possi ble shottfall bul hol exceedi ng foteigh cuttency
vequiberoe his for potposes of loan repayioents wheteupoh—

() the 0¥l Campany cohcethed shall natify the State of the ammoont of the
expected shottfall and the cottencies in which the shattfall is likel y 1o
acoal;

[b) the Slate, after consullatioh with the Bank of Papoa Mew Goinea, will
advise 1he 0l Company concethed of the Kina equivalent of the shottfal |
al1he exchange rate then prevailing;

(5] the Ol Commpany concerned will lend 1o the State and the State will
bottow fiom the 0l Campany cohcerhed that wncunt in Kina,

[d) the State through the Bank of Papoa Mew Goinea will hold depasits of
foreigh exchange in the cultehcy 1o which payments will be made and of
unouhts sufficient 1o mmake such payioents ih accotdahce with the notice
which the Oil Company concerned has given 1o the Slale ondet Sobclause
5.3(a);

() the State will pay interest 1o the 04l Cawnpany concethed oh such foteigh
cultehcy deposils al a tate pet ahhwm which is the tate which the Bank of
Papua Mew Coihea eaths fol the State oh those deposits less ohe half of
che percent [0.5%:) pet anhwn 1o covel the Bank of Papoa Mew Guineas
adumn histralive ahd overhead costs, and
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[£] the State will vepay any lean imade by the Oil Company concerhed under
this Clause 5.3 in the cullencies in which the deposits ate held at the time
payments ih those cottehcies by the 04l Commpany cohcethed ave doe, such
umnouhts ih foteigh cottency 1o be applied ih dischatge of the Kina ammount
of the oligi hal loah at the eachange tate tuling at the time of the oligi hal
lzan.

54 The Ol Counpanies will hot be subject 1o ot Humted by regulations ot statoles
tel aling 1o foveigh exchange and the conttal theteof that ave less favoulable 1o the Tl
Cawopanies ot ahy of them than the regolations and statnles of genetal application to
petsans dealing with foreign exchange in Papua Mew Goinea nat will regulations or
staloles telati hg 1o foteigh exchange and the contial theteof be applied in velatich 1o
any of the 0§l Coumpanies ih 2 mwannet less favootable 1o thean than the mannet in
which they ave generall ¥ applied 1o cthers 1o whon 1they ave applicable.

55  Atall tunes the il Companies shall have the tight 1o buy and sell Kina at
tales of exchahge ho less favoutable thah those available o olher comielcial buyelrs
and sellets of that cotvency.

5& The Oil Cowmpanies imay establish foveigh cottency accountis in Papua MNew
Guinea PROYIDED THAT soch deposits do hot conttavene Exchange Contiol
vequiteine his ahd contain deposils consideted by the Government 1o be reascnablein
relation 1z the 0l Counpanies” needs.

57 Unles ciherwise ditected by the Stale and except a5 provided in Clapses 5.2
and 3.6, each Oil Caunpany shall conver all its foveign currency eatnings froum
Opetatichs uhdel this Aglesment 1o Kina and el the ploceeds 1o Papoa Mew
Guihea to a bank account i the haoe of the 04l Company fol its ose.

5.8 Totwithstanhdinganyhing o the cohttaryih the Acts, 1the Matichal
Ihvestioe i Develcproent Authotity Act, the Thooune Tax Act or other legslation
appl ying i the Opetations, the 0il Cownpa hies 1oay—

[2) keep theil books of account and othet tecolds in both Kina and United
Sates dollars; and
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[b) moake all calcolations under any stalole ot vegulaticn (incloding but
withoot limiting the geneta ity of 1he foregoing calculations for Royalty,
Petrolenn Thooune Tax, Additichal Profits Tax) and for Fotegone
Productioh, ahd Specified Vol woe ahd cthel matlers atising undet Lhis
Agreeinent, the Opetating Agreeinent ahd 1he Joint Opetating Agleciment
in Kina or United States dellats. When appl ying fot the fitst Developmoent
Licenoe within the Avea each Oil Commpany shall elecl 1o mmake such
calculations theveafier in either Kina ot United States dellars. If such
calcolatiohs ave mmade 1h United States dollats the Sate shall accept
payment of suchlaxes and olhet mmoheys in Kina cohvelled fioun United
Hlates dollats as provided in the following fotmula:

K=ExD
whele,

K moeans the smoin Kina payable 1o the State for any of 1he stated
putposes,

5 moeans the smm explessed ih United States dellals 1o be cohvelted
1o Kiha;

[ ioeans the woean of the avetage of the Dail y Published Buying and
Eelling Rates of Kina against the United States dellat doting the
Budget Year, ot ih the case of Eoypally duting the month, fot which
the calculation 1s being toade. The "Crail ¥ Published Buyihg and
Selling Rales" means the boying and selling Lates fiow time 1o time
published by 1he Bank of Papua New Guinea o such othet buying
and sel ling tates as iway fiowo time 10 tioe be published and
tecoghised by the State as the official buying and selling tate. Th
calcolati hg the imean of the avetage of the Daily Published Buying
and Selling Rates the avetage of the buying and sel ling Lales
applying oh each day oh which the Bank of Papua Tew Guinea is
open 1o the public for business flansactiohs shall be aggtegated and
the vesull divided by that saoe nouober of days.

Articla B. MDA reaglstration

6.1 Metwithstandinganyhing expless|y o unpliedly 1o the contrary cenlained in
the Matiehal Thvestioent and Developioent Act 1974 and in patticolar netwithstanding
the pravisions of Section 4+ of that Act, the Cil Companies fiown the date of issoe of
the fitst Dievelopuioent Licehce shall be decioed 1o be tegistered undet that Actin
tespect of the activities of Explolation, Developioent and Predog hg (bot not
including vefining of clude @il) and olher activities necessatily i ncidental 1herele and
comenplated by ot requi ved 1o catty cul Explotation or the Approved Proposals, on
the following conditions:

[a) the Ol Coumpanies shall het withou 1he approval of the atichal
Ihvestiment ahd Development Aotholity carty oh ahy activities excepl
those hecessalily ihcidental 1o Exploration or the Approved Proposals,
and

[b) the registtaticn shall be fol the dutation of this Agrecioent and shall be
demned 1o be cancelled upen the tetim natich of this Agreewent fot any
leasoh whalsoevel.
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Articla?.  Proposals

7.1 The Oil Caunpanies shall subumit 1o the State in suppott of any application fot
2 Developioent Licence and in addition 1o detailed ploposals as teqoived by secticn 30
of the Offshote A
[a) the financial analysis of plospective cash flows of the Dpelaticns;
[B) mmatters which the Ol Coumpahies imay cohsidel televan! io suppoll a
request putsuahi 1o Claose 295 that the State elect 1o acquoite a Ventowe
Intetest less than the mmaximom provided for in Claose 13.3.

7.2 The State shall iteal as cenfidential all mmatetial and infelmation sopplied 1o
the Slate uhder Subclaose 7.1(a) and undet Seclich 284 (3] of the Offshote Act being
the vesulis of stodies vefetred 1o 1h Section 284[2)(a) and [b) of that Act PROYIDED
THAT if this Agtecioent is letiminaled as provided in A licle 26 the matetial and
infalmatich shall becowne the propeily of 1he Stale and woay be used by the Statein
such mmahhel as it thinks fit.

7.3 Hihe Oil Conpanies desite 1o madify, expand ot clhetwise substantially
valy theil activities beyohd those specified in any Apploved Ploposals, eithet by
ohdettabing ahy hew activily ol by 2 mmajot eapansich of activities specified in the
Approved Proposals, the 0il Cownpanies shall give hotice of such desite 1o 1he State
and within twa mohths theteafiet shall subunit 1o the State detailed ptoposalsin
tes pect of the desi ed ioodi fication, expansicn o vatiatich.

Articla 8.  Gonskeration of proposals

2.1 The Zateshall het ohreaschably withhold 11s apploval o the proposals
tefetted 1o ih Subsectich 30(1)(c) of 1the Offshore Act and if the State apploves soch
pleposals withoul unendment, i shall netify the 04l Companies accotdingl y al the
suoe tune as the Bl nister setves oh the Gil Companies the insitooent ondel sectich
31 of the Offshote Act.

2.2 T 1ihe Sale does hotintend 1o applove withool amendioent the ploposals
refeted 1z ih Subsection 30[1)ic) of the Offshore Act, the State within thuee (3]
manths of tecei pl of such proposals shall netify the Dil Cowmpanies that i wishes to:—

[2) defel considetatich of ot decisieh upeh the sune uhtil such tiwe as the Cil
Cowmpanies subumit a fulthet propesal ob proposals in respect of some
mmatiet mentiched in Sectich 284 of the Offshote Acl hol coveted by the
s1id proposals and 1h such case the State shall disclose 1o the Ol
Cownpanies the teasons thetefol and specify the futther proposal ot
ploposals; cr

[b) approve 1the said plopesals subject to the Ol Cownpanies mmaking soch
alletatich thetele ol cownplying with such condilichs as the State thinks
teasanable and in such 2 case the Slale shall disclose its leasehs fol
vequiti ngsoch altetations ol iioposing such conditicns.

2.3 Tihedecision of the Slate is 1o be as mentiohed in Clause 8.2 the State shall
affotd the Oi Cownpanies full oppolionily 1o cehsull with it and shoold the Cil
Cownpa hies so desite, 1o subinil hew proposals either genetal ly orin vespect of scuine
patticolar mmattet.
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Articla8.  Tralnlng and locallsatlan

2.1 The Oil Caunpanies holding a Development Licence ih tegatd Lo any pail of
the Avea shall pleglessively teplace foveigh petsonnel [employed with 1he apploval of
the Slaie) with Citizens, 10 accoltdance with the training and lecalisation plogranme
which foums pall of the vepolt furhished 1o the Tinister undel seclion 284 of the
Offshote Act PROVIDED THAT if the ttaining and lecalisation pleglanine is
distupled by citcmmstahces ol events [whethet ol hot they constitote fotce majente
within the meaning of Auticle 11) which make it difficult or impess ble fou the Cil
Couopa hies 1o counply with Ltheir obligaticns onder such pregranioe, the Chl
Counpa hies 1oa y give hotice theteof 1o 1he State, togethet with allethative ot tevised
plans te achieve 1he objects of the pait of the 1iai hing and lecalisatioh proglanioe
which is affected, and the State within one [1) oonth of 1hat hetice shall either—

[a) applove those alterhative ol tevised plans; or

[b) meetl with the Oil Companhies 1o discuss 1he alterhative ol levised plans. If
such discussiohs do hot lead 1o the State’s approval of alterhative o
vevised plans, which approvals shall net ohreaschably be withheld, the Chl
Couopanies shall be bound by their otig nal obkligaticns ondet the i ning
and lecalisation preglanioe, except that they shall net be liable for any
delay cansed by fol lowing the procedutes undet this Subclanse and

subject always 1o the 0§l Compahies being able 1o claim force majeate
phder Aticle 11.

22 The Blateshall give such assistance 1o the il Cownpahies as s beasohably
vequited ih the fotonalatich of Ltheit traini hg ahd localisatioh plogtanme ahd in
vectuitment of Citizens, and ohdel hotioal cohditions shall make available its facilities
fot vocatiohal and technical traini ng.

2.3 Training and instroction pursuant to the training and lecalisation progranme
shall be given by employess ot agents of 1he Oil Coammpanies whe ave proficient in the
English language.

24(2) The Ol Companies halding a Developoent Licence jointl y shall artange in
co-opetaticn with the Slale assi ghioents for 1he Stale’s Eioployees, not 1o exceed
mobethah ten (18] ihany year ot al ahy tioe, 1o the il Coampahies’ opetatiohs,
whether ih Papona Mew Goihea ol ovelseas, 1o assist 1h tkain hg such emoployess
fol mmanagetial, plofessional , and techhical pesitichs fol the State PROVIDED
THAT ifany il Cowmpany being a patly o this Agieenent has fulfilled ot
patily fulfilled a li ke obligation under any like agieeiment with the State i
which the Oil Counpanies ave alsz a paity this Clavse 2.4 shall be deeioed 1o
hawve been fulfilled 1o 1he extent that such like obligatiohs have been fulfilled by
the Oil Coumpahies.

[b) The salaties ahd othet expenses of such Slate emmployess shall be bathe by
the State PROYIDED THAT whilsi any such Slate emmployee is divectl y
engaged in the 04l Caunpanies’ opetatlicns, salaty and expenses of such
employee shall be borne by the 04l Companies.

95 s faras is placticable the il Counpanies shal| give fitst preference in

employinent 1o Cilizens whose place of arigin is in the atea of any Developient
Licehce.
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Articlea 10.  Local suppllas and businass devalopmant

12.1 The Oil Counpanies shal l:

[2) use and putchase goods ahd setvices supplied, ptedoced, ot wahofactored
in Papua Mew Gunea whenever the sune can be oblained ol commpetitive
prices and oh counpelilive lelims, cendilicons and delivery dates and avein
all substantive vespects of a quality compatable with those available from
oulside Papua Mew Guoihea; and

[b) encoutage and assist Citizens desi toos of establishi hg busi hesses
ploviding goods and setvices fouthe 0l Companies’ apetatichs ahd for
any fowh cohsitocled ptimalily for potposes of the D9l Companies'
opetalions and the tesidents theteof; PROVIDED THAT the Ol
Companies shall het be obliged or called npoh 1o grant o lend mohey 1o
ahy Papua Mew Goihea Cilizeh b ahy local entetplise; and

() make maximon vse of Papua Mew Cuoinea subcohliaciols whete selvices
of cownpa table stahdards with those cblainable elsewhete whethel inside
ol culside Papua Mew Guinea ate available flow then al competitive
plices, ahd oh compelilive lelims, cohdilions, and delivety ob petfolina nee
dates; ahd

[d) where it is necessary te umpoil vehicles, machi nery, plant or equipment,
and such itews ate hotl putchased divect fioun the manofaciover by the Ol
Cowmpahies, effect the putchase of such ilews thioogh ttadels opetati ng in

Papua Mew Goinea, PEOVIDED THAT such items ave available through
such lradels at 2 comnpetitive plice, and oh competilive lelims, conhditions,
and delivery date and provided always that the Ol Companies shall hot be
bound 1o comnply with this Subclavse in any case where comphia hoe would
adwetsel y affect the financing of the 0§ Counpa hies” opelatiohs ok ahy patl
theteof.

102 Thsofal as i s practicable, the 0§l Companies shall give fitst prefetence in
theil assistahce uhdet Subclaoses (B and (<) of Clause 10.1 1o Citi zehs cligi hating
fieum 1he sub-plovinoe in which Peliolenn is prodoced.

Articla 11. Forca majaura

11.1 Any failore oh the pait of a Paty hetelo 1o compl ¥ with any of the tetirs,
cohditiohs, and plovisichs of 1his Agteeioent [except any obligation of the Ol
Coumpany 1o make payoent of imohey 1o the State) shall hot be gloonds fot
telimhation ob give ahothel Paity hevelo any claim fol dunages insofal as such failove
alises fion folce majenre, if the fst-ioentiched Parly hastaken all apploptiale
precantions, doe cabe and teaschable allerhative ineasutes with the objective of
avoiding soch fail uve ahd of cattyi ng ol its obligaticns uhder this Agtesment. That
Paity shall take all veaschable mmeasures 1o tewnove such inability to ful il tetirs and
conhditiohs of this Agteament with the minimom of delay.
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112 FBotthe putposes of 1his Agteement, folce imajeure shall include wat,
insotvection, civil disturbances, blockades, Hots, emmba 1goes, sitkes, bans, lioiaticns,
and ethel laboot dispotes [FROVIDED THAT the Chl Counpa hies shall ot be
vequived 1o agiee 1o a seltlewnent of any patticolar labout dispute solel y fot the
putposes of tetminating a conditioh of fotce mmajente), land dispotes, e pidemics,
ealthquakes, stotios, floods, ot othet advelse weal hel: conditiohs, eaplosicns, fites,
lightning, bleakdown of machi nery ot facilities, shotlages of laboot, Ltans potiaticon,
foel, powel ot essential plant equipioent, ol mateials ol ahy othet event which the
patiy claiming foloe mmajente could net teaschably be expecied 1o prevent ot cantial,
and in the case of the 0l Counpanies shall inclode any delay or failuve by the State 1o
give ahy cohsenl ol apptoval requited uhder this Agreemment o uhder ahy applicable
law, butl shall hat inclode any event cansed by the failute 1o obselve good o lfield
plactice not ahy evenl cansed by negligence in the plovision of adequale supelvisich
of the Opetation.

11.3 The 0¥l Cowopanies shall natify the Stale oh theit becowmng awate of an
event of foloe imajeure affecting theil ability 1o fulfil the tetios and conditions of this
Agreement, ol ahy evenl which imay endangel the hatoral resouolces in the Avea and
shall sumlatly notify the State oh the vestotation of hotml cohditichs.

Articlea 12  Extansions of tima

12.1 Motwithstandingahy plevisien of this Agteaoent, the Slale mmay at the
request of the 0§l Commpanies fioum tiioe 1o time extend any petiod tefetved 1o in this
Agreeinent fot such longel peliod o substitole for any date tefetved 1o in this
Agresment such later date as it thinks fit, hotwithstanding that at the time of such
cxlehsich ol subsiilotich such petied wmay have expived ot such dale inay have been
passed.

Article 13, Stata participation

13.1 Tntihis Agteement, ohless the context clhelwise tequoi les:

*Accumnlated Liaka hty” ioeans ah ancont caleolated 10 accotdance with the
following fonmula:

AL =5VI[E+D+0C) +5-F

whele,

AL s the State’s Accomolated Liability 1o an 04l Company;
EVTis the State’s Venlote Thierest expiessed as a fraction,
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E is the amount of allowable explotatich and plospecling expendilate as
defined in Sobsection 184+E(1) of the Thcome Tax Act 1951 i which
would have been allowable bot for an election ondet Section 164T of that
Actspent by the Ol Company in ot in velation 1o the avea between
Eeptember 1, 1975 and pliot 1o the issoe of 1he fitst development licehce
ovel pall of the Area and in recoghition of explotaticn and plospecting
operalions cohdocted by ihe Palies porsnant io nghis ot tilles held by
them prict 1o Seplembet 1, 1975 such additichal aimoonts of allowable
explotatioh ahd prospecti ng expenditute, defined as afovesaid, spent by
the 04l Coumpany ih et ih telation 1o the Avea pliot 1o Seplewmber 1, 1975
and within 11 years prict 1o the issue of the fitst development licehce over
patl of the Avea, PROVIDED THAT if the tetim of the licehce is extended
as plovided 1h Seclioh 234 of the Offshote Act theveafler the ancont of
allowable explotatich and plospecling expendilute, defined as aforesaid,
shall be redoced each yeal dulihg such extended teun by the amount
botne by the Ol Caunpany of the 1etal ancunt expended with the approval
of the Opetating Comumitiee oh Opetatichs duting 1the 12th peal pteceding
thal yeat.

D isthe sum of the amconts of allowable capital expenditue and
allowable explotatioh ahd ptospecting expendilote as defined ih Sectichs
1ad4 and 164E of the Thoowne Tax Act 1951 o which would have been
allowable bot forthe election undet Sectioh 164T of thal Act spent by the
il Cowmpanyin et in velatioh 1o the Avea afier the isoe of 2 Developioent
Licehoe ahd doti hg a Shottfal| Petiod,

0OC isthe amcunt spent by the 0il Counpahies oh Opetatichs doling a
Shettfall Peried and net included in E ot Oy,

Eisthe uncon paid by the Oil Company 1o the Sate ohder Claose 13.7;

EFisthe value al Wetn Price of Fotegone Prodoction teceived by the 4l
Company less ahy uncon paid uhder Sobclaoses 13.8(a) and [B);

"Botegone Production” means the vol nioe of the State’s Prodoction Shate
faregone in favour of the 04l Counpanies ot ahy of them i b satisfaction ot
palt satisfaction of the iteins vefetted 1o ih Clause 13.8,

"Positive Day” oeans a day oh which the Slate’s Accumolated Liabahity 1o an
Gil Company is redoced 1o zelo;

"Productioh Shate” mmeans a plepotlion of the Peltolemn produced from
within the Avea equal 1o 2 Paily’s Ventote Tntevest which a Paity fioun
time o lime way be entitled 1o teceive and sepa latel y dispose of;,

"Shatifall Peliod" meahs 2 cohli huoos i ntetval of tioe dotihg which the State
has and cohtinues 1o have ah Accumulated Liakility to ahy che ot mote of
the Ol Cowopanies;

"Simple Thietest” imeans a petcentage inlerest rale equal 1o 5 petcenlage
paints in excess of —

—47 -

Sch. 2



Sch. 2 Petroleum (Gulf of Papua) Agreements 1976

[a) the anhual tate of inletesl oh dowestic cotpolalion bollowings lated
A&d inthe U5 A, as poblished in the Solvey of Cottent Busi ness
by the U.5.A. Departiment of Camnetce—Butean of BEconamic
Analysis applying al the date of issoe of the fiist Devel opment
Licence issned over pail of the Avea, such rate 1o be adjusted
quatietly; ov

B ifsuch taleis nel published, 2 coumpatable fate deletum ned in such
imannet as the Paties shall agres,

13.2[a) The Patlies shall setile the tetirs of the Joint Opelaling Agleeinent as sooh as
practicable. Excepl as provided in Aticle 27, 1hat Agreeinent shal | acoord
substantially with the Opetating Agtesment bul shall be subject 1o the tetms of
this Agreement and in the event of inconsistency, this Agteement shall prevail,

[b) The Joint Opetating Agtecinent shall 1ake effect when the last of the

Paties execules such Agreeiment.

13.3(a) The 3tate ;oa y acquive an unencoumbered 1nterest in the Yenlore Assets and
Opelatiohs 1o 2 howmhated petcentage (hol exceedi ng 224 petcent eithel of such
Venlute Amels ahd Opetatichs ot of the Patticipating Intetest of ahy palliculat
Oil Cownpany] by giving hatice 1o each 0il Cowmpany 1o that effect within foar
[+] mmenths aflel the issoe of the fitst Devel opuoent Licence ovet pail of the
Avea. On and froun the fitst day of the calendar mmanth next followi ng the menth
in which the Slale gave notice as afolesaid the Yentove Intetest of each Chl
Cownpahy shall be equal 1o 11s Patici pating Ihietest apploptiately veduced by the
1htetest acquived by 1he State;

[b) A sooh as practicable aflel the Slale has given hotice potsoant 1o
Subclanse 13.3(a) the Parties shall execote the Joint Operating Agreeinent
[if nat alveady emecuted) and shall do all things hecessaty fotimally 1o vest
that Tnievestin the State;

(5] T within iwa (2) mmohths afler the issue of the i 1t Development Licehce
ovel pal ofthe Area the State has hot given hotice ohder Subclanse [a)
the Oil Counpanies within 1he thitd mmenth after the issue of that
Development Licence shall give nolice 1o the Prime binister that such
election has net been inade by the Slate. Theteafier if a notice under
Subclanse [a)is not teceived by the Ol Companies within the timme
specified ih Subclanse (1) the State shall be deemed 1o have elected hot 1o
acquibe a Yentove hlerest.

[d) Botihwith afiet giving hotice ohdet Subclause 13.3(a) electing 1o acquite a
¥enlove Intevest the Siaie shall be entitled 1o attend and vote at all
meetings of the Opetating Commumittee and 1o teceive hotice and agendas
for all such weetings.

134 Encepl as clherwise provided in 1his Agreeioent each Paily shall takein kind
ils Prodoction Shate prodoced and saved from the A bea.

13.5 During each Shaoutfal| Petied: —
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[a) the Blate shall fotego its Prodoction Shate in favoul of those Ol
Cownpanies 1o which the State has for the time being ah Accmmol ated
Liabi ity and the said Coumpanies shall be entitled 1o and shal [ take all
such Foregone Ploduction fiee of encombtance in the sevelal plopotiichs
which each such Chl Company's tespective Yenlove Ihietesl beals 1o the
smum of the Yentuve Tntetest of all such Companies,

[B) an 04l Campany shall be entitled to vecoup cul of Fotegehe Preduction—

[11  the Sates Accmmolated Liabilily tosuch Oil Company; and

(1] Suople Interest oh the 3ate’s Accounoloied Liabilily coimoena ng as
the case imay be oh and fiom either,

aa. thedaleof the nolice by the State under Claose 13.3, ot

bb. thedale ah which such il Compahy reunbolses the State
uhdet Clavse 13.7; and

counputed calendal manthly ficun the 1s1 day of each soch moahth on
the wean of the balances of Accmmulated Liability al the opening of
business oh the fitst day and clos hg of business oh the last day of
the calendal mmohth fol which the calcolation is being mmade
PROVIDED THAT in deletimini hg the balance of Accumol ated
Liability a1 the close of bosi hess oh the last day of the mmenth, ne
teduction of the Accmmulated Liability forthal imanth shall be taken
inle account and i lew theveafihe amount of Simple Thieiest
payable fol the imohth shal | be reduced by ah wncont eqoal 1=
Sunple Inierest calculated on the ancunt by which Accomolated
Liabilily is deemed 1o have been vedoced 10 thal moonth as provided
in Sub-clanse 13.8(c) compoted for the petied comunend hg fiow the
date Accoumuolated Liability is deemmed 1o have been tedoced 1o the
last day of that woonth; and
() sales of Petiolenn ploduced frown the Atea by an CHl Cownpahy, 1o which
the Slate has fot the time beihg ah Accumualated Liakility shall be desned
12 have been composed of pottioh of that 0l Companys Predoction Shate
and poltich of Fotegone Plodoction teceived by that 0§l Cowmpany in the
les pective plopoltichs which that Cil Counpanys Ventole Thielest beals 1o
the ptedoct of the Stale’s Yentote Tntetest and that said 04l Caumpanys
Ventote Interest divided by the soum of the Ventote Tnterests of all Gil
Cowmpahies 1o which the State had ah Accumolated Liability at the tire of
each such sale.

13.60a) Except a5 provided ih Subclause (b) the Paties shall beat all the costs of the
Opetaticns in prtopoiicn to ther tespective Yentute Inievests;

[b) Subject to Clause 13,10 duoting each Shotifall Pevied the Chl Cowmpa nies
shall bear all the costs of 1he Opelatiohs in plopottich 1o theil lespective
Pauticipating Interests ontil the eccottence of the fist Positive Diay.
Theteafiet, duti hg the balahce of each such Shottfall Peticd the said costs
shall be bothe as follows:
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i) by each 0§l Cawmpany 1o which the State for the time being has ho
Accumnuolated Liability—as 1o a percentage equal o its Wenluve
Tnierest;
anhd as o the balahce

(i1} by those other Ofl Companies 1o which the State for the time being
has ah Accumuolated Liability—in the sevetal propotliohs which
each such Cowmpany’s tespective Wentuote Thietest beals 1o the sum of
the Yentuve Lntevests of all such Cownpanies PROVIDED THAT if
duting 2 Bodget Yeal afler 2 Positive Day all of the 0il Counpanies
o which the Slate has an Accumolated Liabilily give hotice 1o the
cther Ol Commpahies ahd ptedoce evidence 1hat the Stale’s Yentore
Lntetest shate of the costs of 1he Operations forthe Budget Year
exceeds the value of its Fotegohe Pieducticn fol the sane peticd all
04l Cownpanies shal| folthwith coumunence and theteafler cantinoe 1o
beal the costs of the Opelations ontil the next Positive Day in
prepattich 1o theil respective Paltici pati ng Tnlerest.

13.7 ¥dotinga Bodgel Yeat ot pall theveof which is net a Sheutfall Period, the
Slate gives hotioe 1o the Cil Counpahies ahd plodoces evidence that the State’s
Yenture Intetest shave of 1he costs of the Opetations fot the preceding petiod of 1hat
Budget Yeal exceed the ploceeds received by the State fiown disposal of the State’s
Production Shate for that petiod the 0l Campanies shall in plopsiticn o theit
ves pective Pallic pati ng Intevests and within sinly [50) days aflel iwoei pt of such
natice and evide hce venmbatse the Slate the umeont of such shoutfall.

13.8 Bovegone Predoctioh 1aken by an 04l Counpany shall be applied in ihe
followi ng cudet of plictily:

[2) to pay Royally underthe Offshore Act oh such Foregone Prodoction,

[B) 12 pay Suople Ihtetest oh the State’s Accomuolated Liakility calcolated as
provided in Clavse 13.5;

[€) 1o reduce the Accmmulated Liakiliy 1o the said Oil Cownpany. Any
teduoctich of Accumolated Liability uhdel this Subclause 13.8(c) shall be
desnied 1o be 1oade oh the day the Cil Cownpany is 1o veceive payioent as
provided in any contract of sale fou Peltalenm, which date shall be
consisient with and reflect fenos of credit allowed ot tecoghised by the
Wi histel as ptovided ih Section Sch. 34 of the Offshove Act ol as
clhelwise agreed upoh bel ween the State and the Oil Counpany.

139 Any tights under this Agrecioent in tespect of onsatisfied Accmmolated
Liability shall cease and the State shall hot be locked o ol tecoupunent ot
vei mmbu lsewe bt theteot:
[2) by ahy Oil Campany oh teuninaticon of 1his Agleeioent as plovided in
Alicle 26, ol—
[b) by an Ol Caunpany opah its withdrawing fiom 1his Agleement and
suttendering its Partici pati ng Intevest or Ventove Tnievest in the Licence
and in all Dievelopument Licehoes ovel ahy pall of the Area;
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13.10%When electing o acquite its Wenlote Intevest and theteafier al any Opelating
Coumimittes meeling al which Opetations and 2 Budgel ate 1o be agleed upon fot a
Budgel Yeal, the Slate mnay elect to conltibule all ot pait of its Yenluve Inietest shave
of costs ol expenses of any Opetations in tespect of which an Accumulated Liability
would otherwise accroe 1o any il Counpany.

13.11 Each 04l Coumpany shall within 30 days afiet the issoe of 1he fitst
Developoent Licence and theveafier, if the State has 2 Ventuve Thletest, hot less often
than half yeatly antil it shall have recouped the uncont of the State’s Accomuolated
Liability, furhish 1o the Slate details of and the uncon of such Accomolated Liability
fot the time being The Stale mmay tequite teascnable velification of such details and
wnoohis ihcluding ah andit as provided for in the Operating Agleement ot Lhe Jaint
Opetaling Agreeineni as the case ooy be.

13.12 Mot withstandi ng the provisions of Claose 13.7, if the Opetati ng Coumum fiee
reselves that a "Peticleum Pool” [which expression shall have the suoe ioeahing in
this Clanse as asclibed 1ol ih the Ofshove Act] has been depleted ih accotdahce with
good cilfield practice ahd that 1o conlinne Prodod hg from that Peltolenn Pool cahhot
be justified fol technical ol ecohoinic leasohs:

[a) the cosl of plugging and abandening all wells diilled inle 1he Pelteleom
Paol;, and

[b) othel cosls ahd expenses paid ol ihcotted ih tespect of dismantling,
vewnoi hig, dispos hg of, ob othetwise dealing will all stioclores,
ihstal latiohs, plant and equipuoent which ave Yenture Assels and which
had been equired for Prodoc hg fiown the Petiolenm Pool

shall be bothe by the Pallies in plopotiion 1o theil tespective YWentote Thiclesis.
Article 14.  Disposal of State's productlon share

141 "Specified Yol wpe” means that pail of the State’s Predocticn Shate which
the Slate wishes ah 0l Compahy to dispose of ahd specifies in 2 hotice ohdet Claose
142

142 Within 30 days afier the Opetating Commumities heeling 1o aglee upoh
Opetatichs ahd 2 Budget forany Bodget Yeal in which ilis expecied that a Positive
Day will eccut the Stale way give holice 1o lhe Ol Cawpanies staling the S pecified
Weluoe fou thal Bodget Yeat fou any ot each Oil Coumpany. Theteafier, 1he Stale may
give hol less than 3 moenths notice 1o any of the 0§l Campanies teducing ol i hebeasing
the Specified Yolume.

14.3[a)&n 04l Campany given hetice undet Claose 142 shall use ils best effolts 1o
dispose of a Specified Vol moe a1 a plice which after taking inle account the
mattets ptovided fob ih Sectioh Sch. 3 1o the Offshore Act will enable that Ol
Cawmpahy 1o accouhl 1a the State fol ah ammonnt eqoal 1o Motm Plhice in tespect
of thal Specified Vol e,

[b) Frow time 1o tirme ah 04l Compahny expeliena hg difficully in disposing of
any pal of 1he Specified ¥oluoe as plovided for in Sobclanse (2] may
notify the Slate accotdi ngly and theveafier and that 04l Cawmpany will
hegotiale ih good faith i ah effolt to tesolve the Ol Companys difficalty;
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(<) All contracts of sale by an 0il Cawmpany of any of the State’s Production
Ehare shall be only for such veascnable petiods of tioe as abe consistent
with the mhimmn heeds of the i ndosty undet the Giteursta hoes, butin
ha evenl shall ahy such contiact be fol a period i excess of ohe yeat.

144 Bollowing disposition of any of the Specified ¥Wolume ah 0l Cownpany shall
accouhl 1o the Slate oh whichevel shall be the eatliet of:
[a) the date thiee [3) imonihs afiet taking delivery al the ships lcading flahge
of the televant pail of the Specified Velune, ot
[B) whichevetof the followi ng dales shal | be apploptiate:

i} ifthe sale is al abo's lenglh as defined in Seclion Sch. 3.2 of the
Offshote A, seven [7) days after veceipt of payioent in foll ot part
thevect; o

[ii) ifihe sale is otherthan ol ano's length as afotesaid, seven [7) days
after the day the 0l Compahy is 1o teceive papoent as provided in
the conttact fou sale for any Pettolemn which inclodes any pait of 2
Epecified Yolome.

145 Upon an 0il Cowmpany first becoum hg awate that a Positive Dy has occotred
ol is likely 1o accat duting a Budgel Yeat which had not been expecied at the timme of
ah Opetaling Cowmuniltes meeling as tefetved 1o ih Claose 14.2 1 shall natify the State
accoldingly. Such notice shall include—
[a) the date oh which1he Positive Day occotted o 15 ex pected 1o occul as the
case mmay be, and
[b) the vol moe of productich expected 1o be available as the State’s
Productioh Shate fotthe balahce of the Bodgel Yeat.

If the Positive Day occotted plict 1o the date of such notice the hotice shall be
accoumpa hied by a full accounting for the volume of the State’s Productich Shate
disposed of by such Oil Counpany doting1he pelicd belween the Positive Day and the
date of the natice.

146 Within 30 days afiet an 0f | Company gives the Slate hotice undet Clanse
14.5 the Slale shall give thal 0il Company hotice of the Specified Yol woe, if any, fot
that Ol Cawnpany for the balance of the current Budget Yeal.

147 Any 0§l Company giving hotice undet Claose 14.5 shall not dispose of any
of the Slale’s Prodoction Shate between the date of that notice and teceipt byitofa
hatice uhdet Classe 146 crcept 1o the exlent hecessalty to satisfy ahy contlact enleted
inlc boha fide before the date of the hotice uhdel Clavse 14.5 ih which event the Chil
Cownpahy shall aceount 1o the State 1 the mmanner provided in Claose 144

148 The Ioint Opelating Agreement shall provide for equitable adjustinent oh 2
tegulal peticdic basis for ahy imbalahce which mmay accol bel weeh the Pradoction
Ehate of each Paily and the velune of Pettolenn laken by ot on behalf of the
tespective Pallies and adjustoent of any sighificant dispaltily in papment of opelating
costs ahd expehses cansed by such imbalance.
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Artlcla 15, State acqulsltion and cwnershlp of faclitlas

151 "Works and Faclities" and "Works of Facilities” as the context pelimits
means ahy of the installatiohs and i nfrasitoct ote provided fot 1he Opetations by eithet
the State ot the 0§l Companies and capable of being used by the Oil Campanies, the
Slate, Cilizens ol olhel pelsons caltying oh bosiness in the locality theteof without
intetfering with the use theteof by the Oil Counpanies. Without limiting the genetality
of the foregoing the Patties envisage that Wotks and Facilities—

[a) include ait fields, oads, polis, watel suppl y, ahd sewelage faci lities,
excepl 1o the extent that ahy of them ale olilised 1o thei tfull capacity by
the Ol Companies, and

[b) de het include vesidenti 2l accormumedation and adiminisitation buoildings,
instal latiohs, and inflastinctove divectly used in Pradocing,

PROYIDED THAT plovisioh by the Depattinent of Posts and Telegraphs of facilities
and selvices shall be the subject of a sepalale agreciment.

15.2[a) A1 any Opetating Communittee Meeting al which constioclicn of Waorks and
Facilities 15 1o be apploved 1the Stale smay by wiitlen hetioe 1o the Ol
Cawnpahies elect 1o ptovide the costs, ol patt theveof, of ahy such Works and
Facilities, and

[b) al ahy timme afiet theit cohstioction the Slate imay by hotice tequite Lthe Ol
Cowmpanies to ltansfer i il owhetship of any Wotks and Facilities. As
saoh as placlicable afier such netice the Dil Cownpanies shall de all things
necessaly 1o itansfer 1o the State title 1o the Works and Facilities
houmhated 1h the hotice.

15.3 Whete the Stale tequives the Oil Counpanies 1o ttansfer 1o il any Works and
Faciiies as prowvided in Subclavse 15.2(b) the State shall pay 1o the Chl Campahies,
by annual instaliments as provided 1h Subclaose 15.3(a) a polchase plice equal 1o 1he
then depreciated value of such Wotks and Facilities, and the il Cowpanies shall pay
o 1he Stale annoal capilal uset charges as provided in Subclapse 15.3(b).

[2) The Ol Companies each Buodgel Yeal shall howmnate the uncont of the
anhoal instalioents of the pultchase plice which shall be equal 1 the
anhoal ancunt of deprec atich that the 04l Cowmpanies could have claimed
[ahd would have been entilled 1o claiin) as a dedoction allowable uhder
the Thocume Tax Act ih tespect of that Work ot Facility but for the transfer
ol ewhelship to the State. (I is theinlenticn of the Paties thal such
instalioents of pulchase price shall het be assessable i hoouoe h the hands
of the 04l Caunpanies fol the putpose of assesanent of Petiolenn Thoowe
Tanl;

[b) The 0l Cowmpanies shall pay 1o the State within seven (7] days of the
tecei pt of ahy instalment refetted 1o in Subclause 15.3(a) a capital oset
chatge equal 1o the said instalioent. (1 is the inlenticn of the Paties 1hat
such capital vserchargeshall be a deducticn allowed onder the Thooune
Tax Adt for the putpose of assessinent of Peticlenn heoine Tax and
Additional Profits Tax),
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[<) ¥ opelalichs peunanenily cease in ot in telation to1he Area and asa esalt
the Slate ceases 1o pay any instaloent tefetied 1o in Subclaose 15.3(a), the
Ohl Cowmmpanhies shall have the tight 1o claio a deductioh, as provided by
the Thooume Tax Act for the pulpose of asessment of Petiolenn Lhooune
Tax, ahd Additiohal Profits Taxz equal 1o the uncunt that the Oil
Cowopanies would have claimed [and woold have been entitled 1o claim)
buot for the ttansfer of ownetship of that Work or Facility 1o the State.

154 T al any time the Slale acquibes ob plovides any Wotks ol Facilities undet
this Auticle 15, 1he State shal| theveupon assmme bes ponsibility for imaintaining the
assels 1o a proper standard and shall charge the Oil Counpanies a maintenance charge
[which mmay incl ode ah equitable propottich of ditecl opetaling costs] limted 1 the
costs of that imaintehance PROVIDED THAT the ammoont of such maintenance chatge
shall be reduced by any ammount spent by an il Commpany ondet Claose 15.5.

155 Whete the Stale has provided ol acquited Wotks ol Facilities fot the
putposes, of, ot uhdet 1his Agtesment and fails plopet! y 1o imai ilai h the same the Chl
Counpa hies toay, afiet 30 days netice 1o the Stale, and al theil owhn expense, cally ool
such wolk as 15 hecessaly 1o bling the suoe uplo a proper standard.

Articla 16.  Use of facllitles by third partles

161 Athitd paiy will be peunitied to use Works and Facilities acquited fiouwm the
04l Cownpanies by the Slate and not ulilised 1o theit full capacity. The Statle
uhdetlakes 1o ensute thatl the thitd paily will be bequited 1o pay a plepollichale shabe
of any opetating, maintenance overhead and capital coslsin tespect of such Works
ahd Faclities aimehg other Lthings having tegaid o

[a) the extent of the propoliichate usage and likely folute usage of the Works
ol Faclities by the thiid party and the Chl Companies,

[b) the vespecti ve extenis 1o which selvices ave plevided 1o the Ol Companies
and the thitd paily [where the Facility is a seivice Facility);

[<) ahy othet factor which vesults in ot is [ kely 1o vesultin sighificani dunage
1o ot deteticration of the Work ot Facility.

16.2 The Sate, the il Cowmpanies, and a thitd paily shall agree npoh ah ancont
which the thitd party will payio the il Companies [hotwithslanding ahy plicr
tiahsfet of the vel evant Works and Facilities 1o the Slate undet this Agleement)in
United Slates dollais o the Kiha eqnivalent al the date of payioent a capital
conhlltibuticn teflecti ng the extent of the thitd paily’s intended use of the Wotks and
Faci hities.

183 Whete the Stale provides Lthe cost of any modification imptoverment
exlensich o expahsion of any Works of Facilities 1o weel 1he heeds of the CHl
Couwnpa hies the Stale imay charge the Ol Counpahies a capital usel’s chargein tespect
of that Wotk or Facility 1o allow for 1he teconpuinent owel 2 reasonable petiod of the
amouhl expended ih providing the said cost by the Ztate logether with a teasohable
tetuth thetech.

164 Motwithstandihganyhing contained ih Aticle 13 or Aticle 16 all such
Wotks and Facihities hetl acquited and ima haged by the State shall comtinoe 1o be
mahaged by the 0il Companies ahd the Chl Cowmpa nies shall have plictily of use
theteaf ovel all othel osels.

— 54 —



Petroleum (Gulf of Papua) Agreements 1976 Sch. 2

Articla 17. Ratas and dutles

17.1 Eubject 1o any tequiterent of defence, foreigh ttade ot foteigh policy of this
Hlale, the safely of the public and quatantine and 1o the obligations of the Statle undet
multilateral i nerhatichal agreeioents 1o which the Slate is a paily the Gl Companies
any Affiliated Cotpolation and the agents and contraciets of the Oil Companies ot of
any Affiliated Cotpotation shall have 1he Hight 1o acquite impatt i nle and meove within
Papua Mew Goinea ahd use ahy plant mmachi hety equipument vehicles explosives fuels
reagehis ahd supphes which have a specialised applicatioh and vse 1h the Opelatichs
and 1o expoll fioun Papua NMew Goinea the peliolenm [whel hel processed o
alhetwise) tesultling fiown the Dpetations.

17.2 The 0¥l Cownpanies shall be subject 1o impetl duties and levies of genetal
application in accoldance with Papua Wew Goinea law fiow time 1o lime euoepl as
heteinafier provided.

17.3 Mo tale, lax, chatge, due, duly, 1atiff, or cthet levy shall be applied 1o ot be
payable by the 0§l Campahies oh the expoll of ot in tespect of the Light 1o expolt
Petiolenin fioun Papua Mew Goinea by an 04l Campany ot 2 Related Campany.

174 ™o rate tax tent chatge due doty 1aliff ot olhet levy and he legislation which
discliiminates against all or any of the 0il Cowpanies ot any wemnber of an 04l
Cowmpahy ok ahy beneficial owher of shaves in ahy of the 01l Compahies ol ahy
petsch engaged 1h the Opetations shall be payable by ot [as 1he case 1oy be)
applicable ie any of the 0§l Cowmpanies ot any such mewmbel ot beneficial owher ot
pelsen [as the caseimay be) in tespect of the Dpetations ot of ahy ihcowme alising
divecily ot inditect|y therefiom PROVIDED THAT nething in the Clause is inlended
1o plovide a basis fol challenging the validity of the petiolenm incouwne tax ot
additichal profits tax.

175 Any inpol doly which is sought 1o be immposed on the impotiation of any
plam machinery equi pument explosives chermcals of clhet supplies which al the time
when such doly is scughl 1o be 1ioposed ave iopotted inle Papoa Mew G hea sclel y
fot the putpose of and which have a specialised application and usein the Opetatichs
and which is sought 1o be iimposed at a tale in encess of Lhe avetage tate of doly fiowm
tiioe e time payable onh the impoltatich inte Papua Mew Guinea of the Customs Taift
il huobered 118 275 309 313 320 and 341 04 as sel oot al the dale theteof in the
Second Schedule 1o the Custouns Taiff 1959 shall without ih ahy way whatscevet
liimmiting the intetprelatioh of Claose 17.3 above be demined to disc i hate against Lthe
01l Companies.

176 ™o Local Governioent Bates o Provi ncial Governuoent Eales ol taxes oh
land calcolated 5o as 1o be clher than appronimately eqoal 1o tole or lax calcolated in
velatich 1o the unimptoved capital valoe of the suiface Hghts of the land shall be
payable by the 0§l Caunpahiesin tespect of land held by the Oil Campanies, oh which

1m hing et ihdustial activities ave cattied oh.
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Article 18 Gonsultatlon

12.1 The Oil Counpanies shall cohsall fiown time 1o time with epiesentatives of
the State and shall futnish 1he Slate each siz mmenths with tepolis cohcething Lthe
unplementation of:

[a) theiraining and localisaticn progtanioe

[b) the ptovisions telaling 1o local pulchasing of supplies

[c) the provisiens telating 1o local business developuoent and
[d) the provisiohs telating 1o ehvitehmenlal mahagenent.

Articie 19. Inspactlan

19.1 The Oil Cownpanies shall ai all reasonable times allow the proper] y
acctedited selvants o agehts of the State [wheo shall establish their aothatity oh
tequest] 1o ihspect ahy aspect of the Opetaticns and likewise iz ihspect ahd lake
copies of the books of account and recotds of the 0il Cownpanies telating 1o the
Opetatichs ahd 1o ahy shipument, sale ob use of prodocts of such Opetatichs.

Articla 20. Patantandtachnology rights

20.1 All hew plocesses, hew el hads of manofaciure and athet techhological o
mechanical ihhovatiohs developed within the il Counpanies Opetatichs:

[a) shall remaih the ptopetly of the 0il Companies, which shall apply fot,
take cot and velain soch patenis and other technology nights, in Papoa
Mew Goinea ol elsewhere, a5 10ay be necessaly and desitable 1o protect
the sane; ahd

[b) shall not be sold, assigned, licenced, surtendeted, or ot herwise disposed of
by the 01l Compahies except:
[i]  ohthe basis of ah ano's length tahsacticn; ahd

[ii)  with the prior appleval of the Slate which appteval shall net be
uhteasahably withheld.

202 Contracts 1o which any 04l Campany is a paty prowviding for the patchase of
the night 1o use ih the Operatichs ahy process, methed ot other techhalogical
ihhevatich:

[a) which ate het conitacts ot ato's lenglh, shall het be entered 1hie without
the plict cohsent of the Stale which cohsent shall hat be unteaschabl y
withheld, and

[b) which ave contiacts ot auo's lehgth shall be subumitted 10 1he State for
infolmatich.

20.3 Folthe putposes of this Alticle the tetin “ako’s length” shall have the sane
imeahing as ascli bed 1o i1 ih Sectioh Sch. 3.2 of the Offshote Act, ercept that conllacts
fol provisioh of setvices which incidental 1o thei t petfoiimance vequi te the use of any
such process, ioethod ot othet techhelogical ihhewvation the patent tights 1o which are
the ptopeily of any Oil Campany ot an Affiliated Cotpotation of any 04 Company
and which bot for the plovisions of Section Sch. 3.2(c) would be at ano's length shall
fol the putposes of this Clause be deeined 1o be at ain's length.
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Articla 21,  Ass|gnmant

21.1 The State imay assigh, wilhoul the consent of the CH | Companies, al | ot palt
of its Wenture Tntetest 1o ahy cotpotation, stalulaty ot clhelwise, foumed in Papua
Mew Guinea and either:

[a) wholly owned by 1he Sate, or

&) whally cwned by ihe Slate and ahothel corpolatioh of olhel colpolatichs,
slalototy of clhetwise folimed in Papua Mew Goinea and which ave
cohtrelled by the Btate and in which the State has a1 least a 50%: beneficial
intelest,

PROVIDED THAT wested 1h such cotpotatioh ol colpolalicns ale powels ahd
financial capacity sufficient 1o enable such of the Slale’s continwi ng obligatiohs undet
this Aglecment as ale assighed 1o such cotpotaticon o be fulfilled.

21.2 Sobject 1o Clauses 21.1 and 21.3 and with the cohsent of Lthe othet Pallies
which cansent shall net be unteasahably withheld, all or any of the Palties may
assigh, ol othetwise dispase of theil i nletesl o Hights under this Agleenent.

21.3 Intihecase of any assighioent undet this Aiicle 21 the assighee shall
ohdettake 1o the Sale 1o amoime, obselve and caunply with all 1he obligations of the
assighot in telation 1o 1he imatter assighed ol 1o the extent of the intetes! assighed as
the case mmay be. Aftel the giving of any such undeitaking, the assighotshall be
telieved of i1s obligatichs uhdel 1his Agleement in Lelatioh 1o the imatlel assighed ol 1o
the extent of 1he inlelest assighed as the case may be withoul prejudice to pre-existing
tights accrued 1o the Sate agninst 1he ass ghot.

214 Notwithstahding the folegoing plovisions of the Clavses 21.2 ahd 21.3 bt
subject 1o hetinal statutoty approvalsin folce fioum time 1o time,

[2) ahy CH| Cowmpany moay chatge by way of fized ol floating chatge the
whale ol any pait of its Venture Inletest 1o secule the tepayioent of, any
payment of interest ahd othel foes, costs ahd ex penses belated 1o, all loans
made 1o that 04l Coumpany 1o finance the plaject; and

[b) the 0¥l Coumpanies may moligage ahd chatge any specific assel [whether
teal ot peisehal prepelly) 1o secote the pulchase plice theteof whete such
unonhl has been bottowed 1o finance the putchase of thal asset,

and any motigagee ot chargee under 2 iotigage of charge given by the Ol
Cownpahies 1may exelcise all ights of sale and ether lights included in any insttoment
of inaiigage o chalge provided it shall fitst give the State al least twenty-cight days'
hatice of 1 ntehlich 1o exelcise those lights.

Article 22 Arbltation

221 Tl any time thete is anhy dispole, question ot diffetence of apinien [in this
Anticle 22 refeived 1o a5 "Issue”] between the Palties concerning the application of ar
ali=ing ool of sectioh 924 of the Offshove Act othet thah any dispole, question, ot
difference of opi hioh in tespect of which plovisicn foo setlleme nt ol deletim hatich is
previded undet the facome Tov Acr 1952 the sane shall, subjeci 1o Clanse 22.2, stand
tefeived 1o the atbitlation of 2 single atbiltatot, ahd such tefetence shal| be considered
asubimssioh within the meaning of that expression given by the Arbitrrtion Acr 1951,
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222 Afler any Issoe has alisen between 1he State oh the ohe hand and the Ol
Counpa hies ol ahy of thew on the olhet hand, any Paily to thal lssue may at any time
ptict 1o the appaintoent of an arbiltatol by conculvence of the Palties ol putsnan 1o
the Arbittation Acl, 1951 by netice 1o the cther Paily ot Patties therelo elect that the
prowisiohs of this Clause shall apply 1o such Issue and in such event:

[a) the Issoe shall stand referved 1o the arbittaticn of 1hree arbilators, che of
whoun shall be appoinied by the State and ohe of wheun shall be appaointed
by ihe other Paity ot Pallies 1o 1he Issue and the thitd of whomshall be
agreed upoh by the State and the cther Paily or Parties 1o the Tssoein
wiiting, and in defanll of agreeioent with fouteen [14] days afier the State
gives hotice 1o the other Parly or Patlies 1o the Issue ot the other Paity o
Paties 1o the Issue give hotice 1o the State requiting the appoi funeht of
such a thitd arbilmicr, shall be appoi nted 10 accoidanoe with the
plovisions of the Arbitration Act 1951 fiom a panel of five [3) atbillatols
1o be hauminated within a futthet period of foutteen [14) days theveafier by
the President and Chainman of the Board of Divectats [or failing him the
Chief Executive) hot being a Citizen of Papua Mew Guinea of the Asian
Developument Bank [or, failing such howminaticn, from any panel of
atbitators which the petsen or body appointi ng the thitd arbit tater
cohsidels satisfaclory) PROVIDED THAT he petseh shall be eligible for
appeintment as a thitd atbitmtor (onless the Slate and the Chl Counpa hies
cthelwise agiee in wiiling in ahy paiticular case] if al the timoe of his
proposed appoinliment he 1s ob has beeh at ahy tioe plict thetelo a citizen
ol tesident of Papua Mew Goinea, the Comunohwealth of Aostalia,
Canada, ot the United Slates of Ametica;

(b if any atbitrater vefuses 1o act, is ihcapable of acling ot dies, 2 hew
atbirator shall be appoi nled by the paly appoi nting the ctiginal atbittalor
ol [in the case of the thitd atbitratet) in accotdance with 1he procedure
plovided for in Sobclanse 22.2(a);

[c) if oh such vefetence ohe Paly fails 1o appoint ah atbittatot either
cliginally ot by way of substitulich as aforesaid within foulteen [14) days
afier the othet Paily [having appointed its atbiliatol) has given to il hotice
1o appoi i such arbitratet, 1he atbittation way proceed in the absence of
such arbitrator;, and

[d) such atbiratioh shall ke held at such place [whether 1 hside o culside
Papua Mew Guihea) as the arbitratols detetimne.

223 Wany Pauy 1o any atbittation onderthis Claose so tequesis 1he atbitiatot ob
atbittators shal| state, in the fouin of 2 special case for the opinich of the Matichal
Coultl of Papua Mew Guoihea, ahy questioh of law alising in the coulse of the
tefelehce, ahd ahy epinicn given shall be subject 1o the netimal tight of appeal.

224 Anawatd mmade oh an atbiltation shall have fotoe and effedt as fol lows—
[a) if by the awatd i1is adjudged that the decision of the Stale is coltect then
the decisich of 1he Slate in tespect to the Isue shal | stand; bt

() if the arbiltatol adj ndges thal the decision of 1he Stale is incottect then he
shall further adj vdge what the Nonn Phice shoold bein which event the
decisioh of the Arbitiatol shall be binding oh the Paities.
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Artlcla 23 Law applicabla

23.1 This Agreeinent shall be govethed by and cohsitoed i accotdance with the
law of Papua MNew Goinea.

Articla 24 Warlatlon

241 The Paties may froun Lime 1o time by agleeiment in wiiti ng add to, substitule
fot, cancel ol waty all ot any of the provisions of this Agleement, 1he Licences, ahy
Cvevel opioent Licehce, ol any lease, licence, tight o grant glanted hevennder o
pulsuant hevelo ob ahy pleglunne, ploposal o plan apploval heveundet, fol the
putpase of mote efficiently ot satisfacioli |y ioplementi ng ot facilitating any of the
objects of this Agtecment.

242 Whete an agreement inade porsoant 1o Claose 241 cohstilotes ah alteration
of any Auticle or Claose refetved 1o in Claose 3.2, the valialioh agiecioent shall
cohlain 2 declatatioh 1o that effect, and the State shall as sooh asis placticable
intteduce and spohsct in 1he Matichal Patliaoent 2 Bill fot ah Acl 1o applove that
valiatich agreement and give fotoe of law 1o the alleration of the tights heteunder.
That vatiatich agieement shal| be subject 1o the couning inle fotee of Lthe apploving
Act

243 Any agreeiment mmade puisoant to Claose 241 which does nol constitole an
wnendinent of any Claose veferted 1o 1h Clause 3.2 shal | be labled by the State in the
Matichal Patliunent within the fitst twelve [12) sifting days next followi ng its
cxeculioh.

Articia 25, Motlcas

25.1 All notices, hotifications, cohsents, apptovals, undetia kings, applications,
vequests, offels, tepolis, telulhs, elections, and proposals vequived 1o be ot which may
be given, imade, futhished or subimitted onder this Agreemment shall, unless the context
clhetwise Lequiles, beih wiiting sighed by a Minister of the State ot the Divector of
the Dffice of Minetals ahd Enelgy ot [as the case imay be) 2 ditectol ol sectelaly ot
athet desighated vepresentative of the 0il Cowmpanies, and if in wiiting shall be
safficientl y given, furnished o subumitted if delivery a1 or posted by prepaid post to
the address fot setvice of the Pally ot Patties 1o whaun it is 1o be given, mmade,
forhished o subumitted, and all such cormumuohications if posted as aforesaid shall,
uhles ploven olhelwise, be deeined 1o have beeh teceived ih the otdi haty coulse of
post.

252 The addiesses fol selvice:

[a) of the State shal | be:

[i]  forthe putposes of Sub-claose 13.3(c)
The Prito= Winisde=1,
Capiial CGorvel hioe i CHfice,
Waigahi,
Papoa Mew Goihm

ol by post to:
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The Flito= WinisdeL,

Cetiial SGorvst hioe i Cifice,
Walds 31ip Post Office,
Waigahi,

P:Fu: Mew Soihem

Telephohe: Poil Wolshy 271211
Tekw: SENTROF WE 22144; and

(i) for all othet purposes:

The Tt i=ciolL,

CHficm of Wlinealsand En=igy,
Kohedobo,

Papoa Mew Goihm

ol by post o

The Tt i=ciolL,

CHfdcm of Wlihealsahd En=igy,
PO Boz 2352,

HKohedobn,

Papoa Mew Goihm

Telephohe: 25 1130
Telkz: WABTRO ME 22211

[b) of the 0§l Coumpanies shall be:
Aieo Aostinlo Litofled,
217 Blidge Slimet,
Spdhey, A mtlialb

ol by post 1o

Ao Anstioli Litofed,
3P0 Bow 2521,
Sydney M5, 2001,

A pn=tialia

Telephohe: 5 ydhey 27T 6301
Telez; 21297

Anstiliah Sope ol Gl Cotpahy Litnited,
4115 Apsiolia Bqoate TowsL,

Geul.g\e Bllmet,

Sydney, M5 N, 2000

Ansialia.

Atlention: W . Ledinghato

Te Ephuhc: S_'lld.hl:_'ll T T
Telkz: 11271

ahd 1o

Anstialian Sope ol 2l Company Librited,
Fitd City Matiohal Bahk Boilding,
Hoostoh, Tezax 1154,
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Aticle.

25.3 Whete the il Commpanies ate tequited o subimi any plans, ploposals, ot
othet mmatetial for the apploval of the State, the date of subimssich shal | be deaned 1o
be 1he date oh which the Slatle teceives the suid plahs, ploposals ot clhel mmatenal.
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ol by post o

Anstiliah Sope ol Gl Cotpahy Litnited,
PO Bow 1521,
Heoostoh, Tezax, THOOL, U.5.A,

Adtention: T E. Reid

Tekphohe: Hoosdon 2245111
Telez: TT 5163

Canhadiah Sop=tiol Ol (Ao ) Ply. T1d.,
Thi== Calgaty Ploce=

155 Foouth Aveno= 5.,

Calgary, &lb=ua, T2P I3, Canada

Attentioh: H. J. Caibe

Telephohe: (4071 2674110
Tek=: 033 16640

Exxo Papoa Mew Goinea The,,
Ci-Ezpbiation Mamgel,
E=wo Arnsiola Litoited,

1277 Bt S et

Sydney, M5 N, 2000

Tekphohe: 20557
Telez: 4420549

Sohtay Anslialion Gl Compahy The.,
Znite 404, Cathay Boilding,
Fhgapol= %

Aflention: T. Adatoe.

T= Ephuhc; 12 1032
Telkz; RE215%]

and 1o

Sohtay Anslialan Cil Compahy The.,
PO Bow 10,

2001 Buwmn Towel,

Tallas, Tezs, 75221, 15 A

Attentioh: W. R, Bloochs.

Telephohe: (2141744 223 2
Teks: 71 2123
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Articla 26 Tarmination

25.1 The Sate mmay et hate this Agleenent by hotice to 1the il Cownpanies 1h
any of the following events—

[a) if the 0| Counpa hies abanden the Licence ol tepudiate theit obligaticns
uhdet this Aglesnent and Opelatichs ate et tesoumed ol such defaunll
made gead within 2 peried of siaty (600 days afier notice as provided in
Clause 26.2 15 given by the State 1o the Ol Counpanies;

(b if the State can establish that ih granting i1s approval 1o ahy proposal ade
uhdet the Cffshote Act ot clhetwise it lelied upsh a stalemme hl made by
the Ol Compahies hel being an estunate based on judgeinent exelcised in
good faith on the application of khowledge available ai the timoe the
estimate is mmade ahd il is shown the Cil Compa hies intended soch
slaleiment to be false ot mmsleading,

() if the Licence ot ahy extensiohs ob lehewal theteof is propetly forfeited
duoe 1o default by the 0l Companhies ot is suttendeted unhdet the Ohshate
Act,

[d) if the 0| Coumnpa hies do net subum ploposals in accotdance with Alticle
1.

26.2 The hotice Lo be given by Lhe State in tetis of Subclavse 26.1(a) shall
specify the natule of the defanll ot ather gioond so entiiling the Slate 1o exetcise such
tight of detetinination and whete apptoptiate and known 1o the State the Paily or
Palties tespons ble thevefal and shall be given 1o each of the CHl Compa hies.

26.3 Forthe putposes of Clanse 26.1(a) the Cil Cawopanies shall net be deained 1o
have abahdaned the Licehce ol tepudiated theit obligaticns uhless all peisons fot the
tiioe being bound, whethel as assighees of the 01l Companies ob ot herwise, 1o
petfolin the obligations of 1he 0§l Companies heveundet, have abandoned the Licence
ol vepodiated the obligatichs.

2564 This Agteement shall tetiminale oh the expity ol suttehdel of the Licence and
all Developoent Licences issued ovel ahy pail of the Atea ot any tenewal ot
exiension of any of then.

26.5 Hihis Agtecioent is tetminaled afier the grant of 2 Devel opoent Licence al|
sirocluves, inslal latiohs, plant, and egqoi puoent:

[a) which can be rerpoved fiown the Alea within six (6] mahths afier the
hotice of telimnatioh and withoot itepatable dunage 1o the Atea ot any
reimainihg situclobe, ihstallations, plant ahd equipiment inay be terooved
by the Parties; and

[b) all othet sitocioves, instal laticns, plant, eqoi puoent and hen-ioovable assels
of the Palties in the Alea shall theteupon becoune the plopelly of the State
without any cosl 1o the Stale or any liability forihe Stale to pay
campensation 1hetefor, and freed and discha tged fioun al | iooligages and
other ehcumbtances. All mmatetials, supplies ahd othel movable asets of
the Paities i the Avea which ate full y depreciated for tax pulposes shall
likewise becowne the plopetiy of the State, bul any such mmatelials, supplies
and athet movable assels which ave hot full y depleciated fob lax putposes
shall be offeved by the Palties for sale to the State at theil depreciated

valoe.
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2656 The Ol Counpanies shall de all such th hgs as 1he Sale mmay veaschably
tequile io give effect lo 1he plovisions of this Aticle 26 and the 04l Cowmpanies shall
make available 1o the State the tesulls of the Thvestigalions and Stodies 1o the extent
that they have been cattied oot by the Ol Counpanies befote the date of telim naticn.

267 This Aticle 26 shall cantinoe in fotce hotwithstanding the tetmination of the
vest of this Agteeinent and 1may be sued upan or enfolced against the CF | Compa nies.

26.8 Tenmihaticn of 1his Agteemnent undel this Adicle 26 shall be withoot
prejudice 1o any lights of any of the Palties for any antecedent breach of covenant ot

agleeinent.

26.% Motwithstandi nganyhing 1o the contrary contained hevein, shoold any law,
stalole ol egulatich be passed in Papoa Mew Coinea ol bocowne effective in Papoa
Mew Guoihead, subsequent to 31st Barch 1977, and should such law, statute ot
tegulatich ablogale ot imatetial ly altet the fondauental contiactioal tights ot
obligations of the 0l Cowmpanies heeundet, the il Counpanies shall have the tight te
give the State 50 days notice of their intention 1o lelmnate this Agteement without
forther obligation 1o the State except as 1o lighls of liabilities in tespect of any
antecedent bteach of this Agleement.

Article 27. Amandmants to oparating agreamant

27.1 BFotthe putposes of this Auticle 27 the Opetating Agteement shall be deeined
1o apply anly in tespect of the Avea, he Licence ot any Development Licence.

27.2 The Paties shall cormunence a5 seoh as placlicable 1o hegotiale 1n good faith
with 1he objective of agrecing on the fono and content of 2 Ieint Opelating
Agresiment 1o acoold substantial ly with the provisiohs of the Dpetaling Agteenent
but 1o teflect:

[a) chatges ih the paities bound theteby and the citcmmslances of theit
associalioh, ahd

[b) the possible acquisitioh by the Slate of 2 Yentore Thietest, and

[<) upendients hecessaty 1o give effect 1o the plovisions of this Agreemoent.

27.3 Hihe Pailies have hol execoled the Joinl Opetaling Agieanent al 1he date the
Slate elecis 1o acquite 2 Yenlate Intevest under Clanse 13.3 the Stale shall as and fiom
the date be decmed 1o be 2 paily 1o the Operating Agteement with foll tights 1o attend
ahd vete at all Opeating Cowmumitee Meeti ngs.

274 Afler the date of this Agteeinent the 0il Cownpanies mmay hotl amend ot
teplace 1he Opelating Agteciment withoot the appleval of the State.

27.5 Withoot limmiting the generality of the foregoing the Paies agiee that Aticle
Y1 shall be deleted 1h its entively and:
() the fallowing alticles ol clanses of the Opetating Agleement should be
teviewed fol the purposes of Clanse 27.2—
Clavse 5.1,6.2, and 6.3
Atticles TH, %, K1, KL, and XV, and
[b) that addiichal plovisichs be incloded 10 the Joinl Operati ng Agreeinent 1o
plovide fol Opetations by less than al| paties 1o thal Agreenent.
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Articla 28 Miscallaneous

28.1 Mostunp duly ot other fees ob chatges shall be payable 1o the State in
tespect of any ass guoent ot ransfer of ahy Paticipating Intetesl ot Yentuve Tnieest
in 1he Licence ol the Yenlure Assels by an Oil Company o the Stale ol 1o an
Affiliated Cotpolatich incotpotated in Papua Mew Guinea if such assighioent is
vequived 1o coumply with the plovisions of the Acis.

28.2 Subject 1o cohsidetations of natichal secotity 1he Staleshall grant e the Ol
Couwnpanies such licences, penmits and cther tighls and exemmptions as ave within its
powel 1o grant and which reaschably may be requived by the 01l Cammpanies 1o ehable
the 0| Counpa hies to fulfil theit obligatiohs and enjoy theil tights and benefits under
the Licence, 1he Acls, ol this Agresinent.

28.3 T the Btate elects 1o acquite 1 Venhlute Lhletest theteafier the Palties shall
awh all the Venlote Assels as tenants in couuoan, howevel, the expenditute of the 04l
Counpa hies undet 1his Agtecinent shall be showh oh the accounting tecolds of 1he Tl
Cownpa hies entivel y as expenses, chalges, and costs of the 0l Caumpanies in
plopettioh 1o theil espective Paltic pati ng Interests and shal| be vefl ecled for
putposes of the fiscal dispositiohs of the applicable United States law in the balance
sheet ahd profil and less accounts of ahly the Ol Campanies.

224 Whethel ah electich shall be ioade 1o have this Venlure excl uded fioun the
application of the ptovisichs of Sub-chapter K of Chaplet 1 of Sub-title A of the
United States Intethal Revenoe Code of 1954, shall be detetimined by EPMG for each
Calendar Year duting which EFNG has incorted expenditures under Aticle 13. The
initial detetim hation shall be woade and furhished in wiiting 1= the other Palties ho
latet than 15th Apuil, 1977, and if requested by the Opelatol 1o do 5o, the State will
execule alax agtesment for Uhited States lax putposes iha foun 1o be apploved by
the Palties.

28.5 Conhsistent with tequiveinents of the law and hatichal secotity 1he State shall
use its best effolls to have foteigh wotkets and theit dependants 1o be emmplowed in the
Opetatichs in accordance with the approved ttaining and lecalisalioh proglanne
expedilicus ¥ granled such pennils as 1oay be necessaty 1o avthotize then to enter, ve-
entel, inove within, tewmain ih and depa i froum Papoa Mew Guinea and to wotk oh ot
ih cehhectioh with the Opelatichs.

Articla 29. Matural gas and gas liquids

29.1 U shall be the tespensibility of the 0il Companies 1o deletmine whet het
predoction of Watulal Gas ot Matoral Gas Liguids is corruoelcial and whethel ot hot 1o
cehstiucl and install faci Hies 1o enable predoction of such Matoral Gas or Matatal Gas
Liquids.

29.2 Matural Gas and Matolal Gas Liquids will be disposed of by the Paities at the
first point of ineasntewe dowhstiewn fioum the cutlel flange of the field gas
sepataict ih the Avea beyohd which peint the Slales Wentue Thicrest shall cease.

29.3 Motm Price fou all purposes for Matoral Gas and Matuial Gas Ligoids will be
the price specified ih conllacts for i1s sale enteted ihio with the plict approval of the
State which will not be unreaschably withheld.
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294 Subject 1o the absence of Begulatichs 1o the conttaty ohdet 1he Acts the Ol
Counpa hies moa y flave gas hecessalily prodoced with ctode oil and nel needed in the
Opetatichs ahd 1he sale of which is nol econaumically justified.

235 The State vecoghises thal i1s electicn 1o acquite op to 2 22 5% Yenlole
Lntetest imay prevent the 0l Coamnpanies from prodocng oh 2 cormoercial basis
Matoral Gas ot Gas Liguids discovered in the Avea. Thetefore, if the il Comnpa nies in
a proposal ohdet Claose 7.1 preduce evidence that such Watoral Gas or Gas Ligmds
cahhaot be plodnced oh a cowmuoetcial basis if the Slate elects 1o acquite a 22.5%:
Wenlute Tnietest, 1he Stale will negotiate in good faith with the intention of aglesing
oh such leser Yentowe Tnietest as will al low a Matural Gas or Gas Liquids projedt 1o
ploceed oh 2 cormunelcial basis.

N WITHESS wheteof this Agrecioent has been doly execoled by the Paties, theday
and year fitst hevei nbefote wiitlen.

Signed for ahd oh behalf of the Independent |

Sate of Papua Mew Guinea by the Gowvethat | Jahn Guise
Genetal, Eir Johh Goise, acling with andin )

accoltdance with the advice of the Maticnal ) ) John Goise,
Executive Connal: ] Goverhol Gehetal

C. ¥an Lieshouot

Withess
Signed, sealed and deliveted oh behalfof )
Suntay Avostralian Gl Company Inc, by its ) Thomas Adame, Ir.

duly constituted Atlathey in the plesence of: |
YWendall I. Bares

Withess
Sighed, sealed ahd deliveted oh behalf of )
Arco Apsitalia Liniled by iis doly constiloted 1 Walter E. Baker
Allathey in the presence of: ]

Dezsee I Hajdo

Withess
The Cawunen Seal of Canadian Sopetior )
Ol [Avst) Ply. Lid., was heteonto affimed ) W.hi. Blahshatd
by avthotily of the di tectols in the plesence |
of: I Divectol

M.Y. Ledinghan

Secretary
Sighed, sealed and delivered oh behalfof )
Apsiralian Superior Ol Commpany Limited by 1 W.h. Blanshard

ils duly constitoled Aflerhey 1h the presenoe |
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af: I
M.Y. Ledinghaun
Withess
Sighed, sealed and delivered oh behalfof )
Esso Papua New Guihea The., by its doly 1 K. Richards
cohstitoted Allorhey ih the presence of: ]
F.M. Hocke
Withess
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SCHEDULE 3
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Sec. 1.

AGREEMENT
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THLS AGREEMENT mmade the ... day of ... , 1976 BETWEEN THE ITNDEPENDEMNT
STATE OF PAPUA NEW CUNEA [hetein called "the State”) of the fitst pall and
EMDEAYOUR OIL COMPADNY M™.L. (hewein called "Endeavouor”), EZZ0 PAPLA
MEW CUMNEA TNC. (hetein called "EPMNG"), and LIOL PETROLEUM LIMITED
[hevein called "TOL") (hevein called collectivel y "he Ol Counpanies™ which
explessioh shall be taken 1o tefer also 1o each such cowmpahy sevetally) of the second

paltl:
WHEREAS

A Petiolenn Licence humber S issued porsvant 1o the Pettole o [Prospecti ng
and Mining) Act 1951, 15 held by the Ohl Counpanies subject 1o 1her vespective tights
and obligalions as specified—

[11  inthe sod Peltolenn [Prospecting and Bining) Act 1951,

[11]  intihesaid Pelioleno Licence humber &,

[##1) in an agtecnent dated May Hh, 1971, bel ween Endeavout of the
fitst pait and TOL [IOL thevein being vefetted 1o as "Inletstale
Limited") of the second paid and cetlai b othel agleeinents thetein
refetred 1o, and

[iv) inan agreement dated the 9ih Blay, 1973 aocng Endeavoor and
1OL of the ahe palt and EFME of the othet pait,

ih each case as vatied by this Aglecment;
B. The Slale recognises—
[i]  thatdiscovery of coumuoetcial quantities of Peticlenn in Papoa New

Guinea will be of major ecohoum  sighificance 1o the people of
Papua ew Guihea,

[ii) thalie havethe greatest likelihood of discoveling comimetcial
quantities of Peltclewm the State intends 1o vely oh ahd peimit
cownpanies such as the 0l Companies 1o explote folb ahd prodoce
any Peliolenn discovelies,

[i#1) thatihe CHl Companies will spend latge sums of imaney oh
explotaticn for Petiolenuin and oh developuioent of facilities 1o
preduce any carunelcial quantities of Petiolemn discoveted, and

[i¥] 1thatthe ability of the Cfl Companies to spend aimounts of mmohey
tefetted 1o above will be dependent in palt upoh the cettainty and
lohg tetim stability of the tetirs opoh which the State petimiis the Ol
Cownpa hies 1o opetale within Papoa Mew Guinea.

C. The Slate is ahxicus to ehsute that the development of comimelcial discovelies
of Peliolemn will secute the maximmn benefit for and adequately contlibole 1o the
advancement and 1he social ahd ecohowmic welfate of, the people of Papua New
Guinea, incl oding the peaplein the vicinily of the 0§l Companies’ opetatichs in 2
mannet cohsislent with theil heeds and the protectioh of theit ehvi lshiment.

O The Slale proposes 1o inttedoce and spensar in the Maticnal Patliament by its
fitst sitting in 1977, a Bill for ah Act to provide fot explotation for ahd predocticn of
Petrolenim ih aveas othet thah 1he offshove avea within 1he meaning of the Pellalemn
[Subioerged Lands) Acl 19735, and i 15 the $1ate’s intentien that such Bill substantially
teflect the spitil of this Agtesiment and conlaih he plovisions which if enacted would
matetiall y affect 1he Hights and ebligations of the Dil Cawnpanies heteandet.
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E. The State and the 0] Campanies have agleed oh 2 hnbet of mmattels which
ave sel ool in this Ageement and while ack nowledging that legislative sovereignly in
Papua ew Guoihea s vested in the Matichal Patliunent wish the mmatters agreed upoh
o be anh endutingattangeent and de het intend that they shoold be alleved cther 1han
by agreement between Lthe Sate and the Gil Companies.

NOW THIS AGREEMENT WITHESSES AS FOLLOWS:
Articlaq1. Definttlons

Lh this Agreement, uhless the cohlext ot herwise begqui bes:

"Accumnlated Liakaiy” has the ineahing asciibed o1l i Claose 13.1;

"Acts" imeans both 1the Offshore Acl and the Onshore Acl;

"Affiliated Cotpotatich” ioeahs, ih telatich 1o any Party a velaled coumpany of
that Paity and "velated coumpany™ has the saoe ioeaning asclibed thereto
by Section 6(3) of the Coammpanies Act 1963,

"the Aglesment” mmeahs this Agreement 1ogethel with the Anhexoles helelo;

"Approved Proposals” ioeans proposals of anended propesals subimitted to
the Blate pulsnant to the plovisiohs of the Offshote Act and apploved
putsnan to thal Act;

“the Avea” imeans the avea coveted by the Prospecting Licence,

"Budget Yea" ioeans a calendar yeal couunencing oh 1si Tanoary and ending
ah the next succeeding 3151 Deceinbet;

"Citizen" meahs a citizen, [whether hatural both ot hatotalised) of the State;

"Developument” mmeahs activities in ol in telatioh 1o 2 Development A tea
catlied oh ih accotdance with the Operati hg Agrecioent ot Joinl Opetating
Agreement fol the purpose of constructing and installing the faci lities and
inftasituclole hecessaly Lo ehable Praduction ficum the Avea,

"Development Avea” ineans the Blocks commplis ng a Developinent Licence;

"Development Licence™ 1oeans 2 Developoent Licence granted under the
Offshote Ac or a lease granted undel the Onshote Act within the Licence
Area,

"Exploratioh” and "Prespecting” meah activities ih ot 1h kelatioh 1o the Avea
cattied oh fol the putpase of identifyi g in the fist instance the locaticn
of ahy Petiolenn tiaps ih the Avea ahd thereafiet 1h velatich 1o each
Petliolenn ira p 1o detetim ne whether 11 constitoles a veservoir conlaining
sufficient Peltelenn 1o justify Development,

"Foregehe Preduction™ has the ioeaning asclibed 1z it in Claose 13.1;

"Investigaticns and Stodies” means the i nvestigations and stodies requived by
the Blinister ohder seclioh 284 of the Offshote Act;

“Izinl Operating Agreaimehl” 1oeahs 1he agleeinent 1o be hegetiated by the
Palties ih substitotioh fot the Opetating Agteaiment,

"Licence” and "Petiolewn Licence” ioeans Petiolenn Licence Lo orany
tehewal, exlensionh ob teplacemenl theteof issued pulsuant 1o the
Peticleun [Frospecting and Bilining) Act 1951,

"Licence Canditions” 1oeans those conditions incloded in the Licence o any
Developument Licence by the BMinistel as provided for in the Offshore Act,

"Licehce Yeal" ioeans a 12 mmohth peticd coumunencing ih the fitst instahce oh
1 Seplemmbet, 1975 and theveafier the 12 imonth peliod coumimens ng oh 1st
Seplemnber in each year;
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"Offshore Act" mmeans the Peltolenn (Subimerged Lands) Act 1975,

"Ohshobe Act” means the Pellolenn [Flospecting and Bfining) Act 1951;

"Operati ng Agreciment” imeans the foun of Agreeinents which counplises
Anhexote A" to this Agtesment as amended fioun time 1o tine by the
Pauies herelo,

"Opetati hg Cowmumitee” has the swoe ineahing 1h 1his Agleeinent as the
1oed hing aschibed 1o 11 10 the Operali ng Agreeinent;

"Opetations” meahs cpetations ahd activilies cattied ool ondet the Operating
Agreemment and the Joint Opetating Agreenent and 1hclodes Explotation,
Developument ahd Praduc hg ot ahy of them as the cohlext pelimits,

"Pary” or "Paties” ineahs respectively a parly of paies to1his Agreament
ahd theil vespeclive successols ahd petinified assighs;

"Patticipating Lhievest" mmeans the ohdivided petceniage intetest of each of the
Gil Companies in the Yenture Assels inupediatel y plict 1o the ass ghioent
of the State of i1s Venture Tnterest. A1 the date of 1his Agreeinent the
res pective Paticipating Tnlevests ave:

Endeavoul 5%
1oL 5%
EPMG S50%

"Petlolenn Thoowe Tax” and "Additichal Profits Tax” have the same
imea hing ih 1his Agreeioent as the ineaning asctibed 1o then in the Theowe
Tax Acl 1959,

"Positive Day” has the mmeaning ascribed 1o itin Clanse 13.1,

"Producing” ioeahs activities ihvelved 1h ol ih belatien 1o produc hg, leating,
tahsin it hg, kahs poti hg, stoti g ot handli ng of Pettolenn prodoced
within the Avea, ahd i helodes exitaction of Peltolenm by any peunitied
methad, and all wetk and apetalichs hecessaty of convenient fol 1he
foregoing;

"Preductich Shate™ has the moeaning asclhibed 1z 1110 Claose 13.1;

"Shotifall Petiod" has the meaning asctibed 1o it in Claose 13.1;

"Simple Thierest” has 1he ioeahing asctibed 1o 11 ih Claose 13.1;

"Epecified Volume" has the ioeahing asclibed to i1 ih Claose 141,

"Venlore Assels" meahs Propeily whether real or petschal cwhed at the date
the Stale gives holice undet Clause 13.3 ot theteaflet acquited as tenants
ih coimmah—

[a) by the il Cownpanies in propolticn 1o their especlive Patlic pating
Inierest until the Slate elects 1o acqui ve its Yenlove Tnierest, and
thereafter

[B) by the Palies in plopeilicn 1o Ltheil bespective Yenlole Lhlebests,

and includes the Licence, any Developioent Licences granied over the
Avea, matenials, plant, ahd equoipioent anhd any Peltolenn discoveled ih the
Area,

"Wentote Ihierest" imeahs the ohdivided petcentage i netest from time Lo time
in the Ventule Amels and Opetaticns of 2 Paiy after 1he assighioent 1o the
Htate of a percentage i ntetest in the Yenlote Assets and Opelatiohs,
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"Wolk and Facilities" and "Works ot Facilties" have 1he ipeaning ascli bed 1o
them in Alticle 15,

"Block”, "MNoun Puoe”, "Pelielenn”, and "Royally” have the sune ineaning
in this Agleement as the ineahing asclibed to them ih the Offshote Act.

Artlcle 2. Interpretation

2.1 Tntihis Agteeioenl unless the context clhelwise bequoi les—

[2) mohetaty refetences ate tefetences 1o Papua Mew Guinea coltency uhless
otherwise specifically expresed,

[b) the headings do hot affect the interprelation o cohstiuction,

[c) vefetence 1o ah Act incl udes the aimendiments 1o that Act for the time being
in folce and also o any Acl passed in substilolioh thetefor and any
tegulatiohs fol the lime being in foloe theteunder;

[d) wotds iunpotling 1he singular 1nclude the plotal and vice veisa;

[e) words inporting any gender inclode the other genders;

(f] vefetences 1o a pelsen include 2 cotpotation and vice velsa,

[g) vefetence 1o an Alicle, Claose ot Subclanse is 1o ah Aticle, Claose ot
Sobclanse of 1his Agleement,

[h) vefetence 1o a Wi nister shall ioean the Binistel fol 1he tine being having
bes pohs Bility fot the patlicolat subject matler accotdi ng 1o the context.

22 Whete ahy ptovisioh of this Agleeinent constitules ah ohdeltaking by ohe of
the Palties 1o make 2 payioent ol to petfolin soioe acl ol o cally ool soune obligation
ol 1o assuioe sone besponsibilily o Hability or e gant scune Hght, cohcessich o
advamage that Party shall by its execotich heteof be deened 1o have covenanted and
agteed with the other Pally accordingly ahd whebe any such provisieh cohstitoles such
ah uhdettaking by the Ol Cawnpanies thete shall be deemmed 1o be a covenant and
aglteeinent by all of them jeintly and each of 1hewn sevetall yin vespect of such
uhdertaking.

Articla 3. Effact on and of othar bws

3.1 The Aticles and Clanses listed ih Claose 3.2 ate 1o have the fotce of law and
apply hotwithstandi g ahything 1o the contialy in ahy cthet law in folce in Papoa
Mew Guoinea, ahd ho law al any lioe in foree in Papoa New Goinea made after the
camnumencewnent of 1his Agresinent shal | affect those Adicles and Clanses:

[a) uhless the cohtialy intentioh a ppeals expless|y in that law; o
[B) except as provided by 1his Aglecioent.
3.2 The ptowisions of Clause 3.1 shall apply 1o the following Aticles and
Clauses:
[a) Aticle 5
[b) Adicle &
[c) Clapse 176
[d) Clapse 28.1
le) Auticle 30 except fo Clanse 30.3 and 30.5.
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Articla 4.  Gondltlons pracedant

4.1  Axsooh as beaschably ptacticable afiet execotion of this Agreement the State
shall inltedoce and spehsat in the Matichal Patliament in 2 foum agteed upeh by the
Palties, 2 Bill fol ah Acl 1o applove Lhis Agteement and 1o give the fotce of law o the
Auicles and Claoses specified in Claose 3.2,

+2  This Agtesment shall be void and of ho effect and hone of the Paities shal|
have ahy claim against ahy othel Parly with bespect 1o ahy matter clihing alising cot
of, dene or petfouned under 1his Agreement onless the Act refetved 1o in Subclaose
+.1(a) shal | come inlo effect ptict 1o 3151 day of Mavch, 1977.

Articleas. Gurrancy

51 Wouds and explessiohs which have a cellain imeaning whete used in the
Foreigh Exchange Regulations mmade ondet the Central Banking Act 1993 shall have

the saime mmeahi hg whete used 1h this Article 5.

5.2 The Cil Coumpahies shall be entitled 1o tetai b in foreigh cultehcy culside Papua
Mew Guihea ploceeds of sale of al| Petiolenn produced by the il Cownpahies and
cxpolied ovelseas 1o the exlenl hecessaly 1o enable the Ol Companies 1o ioeet the ©
obligations Lo pay foleigh cuttency duting the ensuing three [3) months in tespect of:

[a) the piincipal of, inlevest and selvices chalges onh and other fees and
expenses telaled 1o loans made 1o the 04l Companies in foteigh colvency
for putposes of theil opetatiohs uhdel this Agleenent by pelsans hot
vesident in Papua Mew Guinea, whete the telis of such leans have been
apptoved by the Bank of Papua Mew Guihea under the Foteigh Exchange
Regulatiohs; and

[b) corumiiments in foleigh cottency 1o pelsohns hol tesident in Papua MNew
Guinea fot 1he suppl y of goods and selvices to the Ol Companies
[incl uding capital goods and selvices of foleigh emmployees and
cohsullanis); ahd

() couwmumiiments in tespect of dividends payable 1o shatcholdets vesident
oulside Papua Mew Guoihea;

ptovided that the aimoonts concethed ate eslablished 1o the teaschable satisfaction of
the Slate.

5.3  Whete aimcunts of foleigh cultency expecied 1o be tequived by any ofthe il
Cownpa hies fol the putposes desclibed in Claose 5.2 ih ahy thiee mmenth peticd exceed
the ancunts of foleigh cuttency eathings expecied 1o be teceived by any of the Ol
Counpa hies ih that petied, such 0l Company mmay tequest the State lo held foleign
cattency for i1 1o the level of Lthe possi ble shottfall bol hot exceeding foteigh cattency
bequibeime his for potposes of loan repayments wheteupoh—

[a) the 0¥l Coumpany cohcethed shall hatify the State of the ammoont of the
expected shottfall and the cottencies in which the shattfall is likely 1o
occul;

[B) the State, afier consullatich with 1the Bank of Papoa Mew Guinea, will
advise the 0§l Campany cohcethed of the Kina equivalent of 1he shautfall
al the exchange vate then prevailing;

(=) the Ol Campahy cohcethed will lend 1o the Slate and the State will
bottow fioun the 0l Compahy cohcethed that amount in Kina;
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[d) the State throughthe Bank of Papua Mew Guinea will hold depasits of
foreigh exchange in the cultency 1o which payments will beimade and of
unouhts sufficient 1o mmake such payioents ih accotdahce with the notice
which the Chl Company concerhed has given 1o the 3tale ohder Subclause
5.3(a);

[e) the State will pay intetest 1o the 04l Cowpany cohcethed onh such foleigh
cultency deposits al a tale pel ahhwm which is1he tale which the Bank of
Papua Mew Goinea eaths fol the State oh those deposits less one half of
ohe peroent [2.5%) pet anhwn 1o covel the Bank of Papoa Mew Guineas
acim hisirative ahd overhead costs;, and

[£] the Slate will vepay ahy loah mmade by the Oil Company concethed uhder
this Clapse 5.3 in the cotvencies in which the deposils ate held al the timme
pawoents in those cuttencies by the Ol Cownpany concerned ave doe, such
unouhts in foteigh cottency 1o be applied in dischatge of the Kina aioount
of the oligi hal lean at the exchange rate tuling at the time of the otigi hal
lzah.

54 The Oil Campanies will het be subjed 1o ot himied by vegulations ot stalules
telating 1= foteigh exchahge and the conttal theteof 1hat ave less favoutable 1o the Chl
Couwnpa hies ot ahy of theimn than the tegulations and slatnles of genetal applicatich 1o
pelschs dealing with foveigh exchange in Papua New Goinea hat will tegulatiehs ot
slalutes telating to foteigh exchange and the contiel theteof be applied in telatich to
any of the 0| Coumpanies in 1 mannet less faveotable 1o thean than the mannet in
which they ave genetall y applied 1o cthers 1o whown they ate applicable.

55 At all times the 04l Companies shall have the tight 1o buy ahd sell Kina at
tales of exchahge ho less favoutable than those availablelo olhel cometcial buyels
and sel lets of that cotiehcy.

5.6 The 0§l Companies inay establish foreigh cuttency accounts in Papoa Mew
Goihea PROVIDED THAT such deposils do hot cohltavehe Exchahge Contiol
requibeime his ahd cohlain deposits cohsidered by the Govermiment 1o be teaschable 1h
vel atich 1z the Oil Companies’ heeds.

5.7  Unless ctherwise divected by the State and except as provided ih Clavses 5.2
and 5.6, each 0l Coumpany shall cohvell all its foleigh cuttency eathings fioun
Opetatichs uhder this Agresment 1nto Kina and wewmt the ploceeds 1o Papoa MNew
Guihea to 2 bank account in the haoe of the 0§l Company fol its ose.

58 Motwithstandinganything o the contiary in the Acts, 1he Natichal
Ihvestment Develcproent Authoiily Ac, the Thooune Tax Act ob olhel legislalicn
appl ying 1o the Opetaticns, the il Counpa hies mmay—

[2) keep theil books of account ahd other vecotds in both Kina ahd United
Slates dellats; and

- 74 —



Petroleum (Gulf of Papua) Agreements 1976

[b) moake all calcolations under any stalole ot vegulaticn (incloding but
withoot limiting the geneta ity of 1he foregoing calculations for Royalty,

Petrolenn Thooune Tax, Additichal Profits Tax) and for Fotegone
Productioh, ahd Specified Vol woe ahd cthel matlers atising undet Lhis

Agreeinent, the Opetating Agreeinent ahd 1he Joint Opetating Agleciment
in Kina or United States dellats. When appl ying fot the fitst Developmoent

Licenoe within the Avea each Oil Commpany shall elecl 1o mmake such
calcolations theveafier in either Kina of United States dellats. If such
calcolatiohs ave mmade 1h United States dollats the Sate shall accept

payment of suchlaxes and olhet mmoheys in Kina cohvelled fioun United
Hlates dollats as provided in the following fotmula:

K=ExD
whele,

K moeans the smoin Kina payable 1o the State for any of 1he stated
putposes,

5 moeans the smm explessed ih United States dellals 1o be cohvelted
1o Kiha;

[ ioeans the woean of the avetage of the Dail y Published Buying and
Eelling Rates of Kina against the United States dellat doting the
Budget Year, ot ih the case of Eoypally duting the month, fot which
the calculation 1s being toade. The "Crail ¥ Published Buyihg and
Selling Rales" means the boying and selling Lates fiow time 1o time
published by 1he Bank of Papua New Guinea o such othet buying
and sel ling tates as iway fiowo time 10 tioe be published and
tecoghised by the State as the official buying and selling tate. Th
calcolati hg the imean of the avetage of the Daily Published Buying
and Selling Rates the avetage of the buying and sel ling Lales
applying oh each day oh which the Bank of Papua Tew Guinea is
open 1o the public for business flansactiohs shall be aggtegated and
the vesull divided by that saoe nouober of days.

Articla B. MDA reaglstration

6.1 Metwithstandinganyhing expless|y o unpliedly 1o the contrary cenlained in
the Matiehal Thvestioent and Developioent Act 1974 and in patticolar netwithstanding
the pravisions of Section 4+ of that Act, the Cil Companies fiown the date of issoe of
the fitst Dievelopuioent Licehce shall be decioed 1o be tegistered undet that Actin
tespect of the activities of Explolation, Developioent and Predog hg (bot not
including vefining of clude @il) and olher activities necessatily i ncidental 1herele and
comenplated by ot requi ved 1o catty cul Explotation or the Approved Proposals, on
the following conditions:

[a) the Ol Coumpanies shall het withou 1he approval of the atichal

Ihvestiment ahd Development Aotholity carty oh ahy activities excepl
those hecessalily ihcidental 1o Exploration or the Approved Proposals,
and

[b) the registtaticn shall be fol the dutation of this Agrecioent and shall be
demned 1o be cancelled upen the tetim natich of this Agreewent fot any

Leasoh whalsoevel,
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Articla?.  Proposals

7.1 The Oil Caunpanies shall subumit 1o the State in suppott of any application fot
2 Developioent Licence and in addition 1o detailed ploposals as teqoived by secticn 30
of the Offshote A
[a) the financial analysis of plospective cash flows of the Dpelaticns;
[B) mmatters which the Ol Coumpahies imay cohsidel televan! io suppoll a
request putsuahi 1o Claose 295 that the State elect 1o acquoite a Ventowe
Intetest less than the mmaximom provided for in Claose 13.3.

7.2 The State shall iteal as cenfidential all mmatetial and infelmation sopplied 1o
the Slate uhder Subclaose 7.1(a) and undet Seclich 284 (3] of the Offshote Act being
the vesulis of stodies refetved 1o 1h Seclion 284 (2] (a) and (b) of thal Act PEOYIDED
THAT if this Agtecioent is letiminaled as provided in A licle 26 the matetial and
infalmatich shall becowne the propeily of 1he Stale and woay be used by the Statein
such mmahhel as it thinks fit.

7.3 Hihe Oil Conpanies desite 1o madify, expand ot clhetwise substantially
valy theil activities beyohd those specified in any Apploved Ploposals, eithet by
ohdettabing ahy hew activily ol by 2 mmajot eapansich of activities specified in the
Approved Proposals, the 0il Cownpanies shall give hotice of such desite 1o 1he State
and within twa mohths theteafiet shall subunit 1o the State detailed ptoposalsin
tes pect of the desi ed ioodi fication, expansicn o vatiatich.

Articla 8.  Gonskeration of proposals

2.1 The Zateshall het ohreaschably withhold 11s apploval o the proposals
tefetted 1o ih Subsectich 30(1)(c) of 1the Offshore Act and if the State apploves soch
pleposals withoul unendment, i shall netify the 04l Companies accotdingl y al the
suoe tune as the Bl nister setves oh the Gil Companies the insitooent ondel sectich
31 of the Offshote Act.

2.2 T 1ihe Sale does hotintend 1o applove withool amendioent the ploposals
refeted 1z ih Subsection 30[1)ic) of the Offshore Act, the State within thuee (3]
manths of tecei pl of such proposals shall netify the Dil Cowmpanies that i wishes to:—

[2) defel considetatich of ot decisieh upeh the sune uhtil such tiwe as the Cil
Cowmpanies subumit a fulthet propesal ob proposals in respect of some
mmatiet mentiched in Sectich 284 of the Offshote Acl hol coveted by the
s1id proposals and 1h such case the State shall disclose 1o the Ol
Cownpanies the teasons thetefol and specify the futther proposal ot
ploposals; cr

[b) approve 1the said plopesals subject to the Ol Cownpanies mmaking soch
alletatich thetele ol cownplying with such condilichs as the State thinks
teasanable and in such 2 case the Slale shall disclose its leasehs fol
vequiti ngsoch altetations ol iioposing such conditicns.

2.3 Tihedecision of the Slate is 1o be as mentiohed in Clause 8.2 the State shall
affotd the Oi Cownpanies full oppolionily 1o cehsull with it and shoold the Cil
Cownpa hies so desite, 1o subinil hew proposals either genetal ly orin vespect of scuine
patticolar mmattet.
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Articla8.  Tralnlng and locallsatlan

2.1 The Oil Caunpanies holding a Development Licence ih tegatd Lo any pail of
the Avea shall pleglessively teplace foveigh petsonnel [employed with 1he apploval of
the Slaie) with Citizens, 10 accoltdance with the training and lecalisation plogranme
which foums pall of the vepolt furhished 1o the Tinister undel seclion 284 of the
Offshote Act PROVIDED THAT if the ttaining and lecalisation pleglanine is
distupled by citcmmstahces ol events [whethet ol hot they constitote fotce majente
within the meaning of Auticle 11) which make it difficult or impess ble fou the Cil
Couopa hies 1o counply with Ltheir obligaticns onder such pregranioe, the Chl
Counpa hies 1oa y give hotice theteof 1o 1he State, togethet with allethative ot tevised
plans te achieve 1he objects of the pait of the 1iai hing and lecalisatioh proglanioe
which is affected, and the State within one [1) oonth of 1hat hetice shall either—

[a) applove those alterhative ol tevised plans; or

[b) meetl with the Oil Companhies 1o discuss 1he alterhative ol levised plans. If
such discussiohs do hot lead 1o the State’s approval of alterhative o
vevised plans, which approvals shall net ohreaschably be withheld, the Chl
Couopanies shall be bound by their otig nal obkligaticns ondet the i ning
and lecalisation preglanioe, except that they shall net be liable for any
delay cansed by fol lowing the procedutes undet this Subclanse and

subject always 1o the 0§l Compahies being able 1o claim force majeate
phder Aticle 11.

22 The Blateshall give such assistance 1o the il Cownpahies as s beasohably
vequited ih the fotonalatich of Ltheit traini hg ahd localisatioh plogtanme ahd in
vectuitment of Citizens, and ohdel hotioal cohditions shall make available its facilities
fot vocatiohal and technical traini ng.

2.3 Training and instroction pursuant to the training and lecalisation progranme
shall be given by employess ot agents of 1he Oil Coammpanies whe ave proficient in the
English language.

24(2) The Ol Companies halding a Developoent Licence jointl y shall artange in
co-opetaticn with the Slale assi ghioents for 1he Stale’s Eioployees, not 1o exceed
mobethah ten (18] ihany year ot al ahy tioe, 1o the il Coampahies’ opetatiohs,
whether ih Papona Mew Goihea ol ovelseas, 1o assist 1h tkain hg such emoployess
fol mmanagetial, plofessional , and techhical pesitichs fol the State PROVIDED
THAT ifany il Cowmpany being a patly o this Agieenent has fulfilled ot
patily fulfilled a li ke obligation under any like agieeiment with the State i
which the Oil Counpanies ave alsz a paity this claose 2.4 shall be deemed 1o
hawve been fulfilled 1o 1he extent that such like obligatiohs have been fulfilled by
the Oil Coumpahies.

[b) The salaties ahd othet expenses of such Slate emmployess shall be bathe by
the State PROYIDED THAT whilsi any such Slate emmployee is divectl y
engaged in the 04l Caunpanies’ opetatlicns, salaty and expenses of such
employee shall be borne by the 04l Companies.

95 s faras is placticable the il Counpanies shal| give fitst preference in

employinent 1o Cilizens whose place of arigin is in the atea of any Developient
Licehce.
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Articlea 10.  Local suppllas and businass devalopmant

12.1 The Oil Counpanies shal l:

[2) use and putchase goods ahd setvices supplied, ptedoced, ot wahofactored
in Papua Mew Gunea whenever the sune can be oblained ol commpetitive
prices and oh counpelilive lelims, cendilicons and delivery dates and avein
all substantive vespects of a quality compatable with those available from
oulside Papua Mew Guoihea; and

[b) encoutage and assist Citizens desi toos of establishi hg busi hesses
ploviding goods and setvices fouthe 0l Companies’ apetatichs ahd for
any fowh cohsitocled ptimalily for potposes of the D9l Companies'
opetalions and the tesidents theteof; PROVIDED THAT the Ol
Companies shall het be obliged or called npoh 1o grant o lend mohey 1o
ahy Papua Mew Goihea Cilizeh b ahy local entetplise; and

() make maximon ose of Papua Mew Cuoihea sub-cohtraciols whele selvices
of cownpa table stahdards with those cblainable elsewhete whethel inside
ol culside Papua Mew Guinea ate available flow then al competitive
plices, ahd oh compelilive lelims, cohdilions, and delivety ob petfolina nee
dates; ahd

[d) where it is necessary te umpoil vehicles, machi nery, plant or equipment,
and such itews ate hotl putchased divect fioun the manofaciover by the Ol

Cowmpahies, effect the putchase of such ilews thioogh ttadels opetati ng in
Papua Mew Goinea, PEOVIDED THAT such items ave available through
such lradels at 2 comnpetitive plice, and oh competilive lelims, conhditions,
and delivery date and provided always that the Ol Companies shall hot be
bound 1o comnply with this Subclavse in any case where comphia hoe would
adwetsel y affect the financing of the 0§ Counpa hies” opelatiohs ok ahy patl
theteof.

102 Thsofal as i s practicable, the 0§l Companies shall give fitst prefetence in
theil assistahce uhdet Subclaoses (B and (<) of Clause 10.1 1o Citi zehs cligi hating
fieum 1he sub-plovinoe in which Peliolenn is prodoced.

Articla 11. Forca majaura

11.1 Any failore oh the pait of a Paty hetelo 1o compl ¥ with any of the tetirs,
cohditiohs, and plovisichs of 1his Agteeioent [except any obligation of the Ol
Coumpany 1o make payoent of imohey 1o the State) shall hot be gloonds fot
telimhation ob give ahothel Paity hevelo any claim fol dunages insofal as such failove
alises fion folce majenre, if the fst-ioentiched Parly hastaken all apploptiale
precantions, doe cabe and teaschable allerhative ineasutes with the objective of
avoiding soch fail uve ahd of cattyi ng ol its obligaticns uhder this Agtesment. That
Paity shall take all veaschable mmeasures 1o tewnove such inability to ful il tetirs and
conhditiohs of this Agteament with the minimom of delay.

- 78 —



Petroleum (Gulf of Papua) Agreements 1976 Sch. 3

112 FBotthe putposes of 1his Agteement, folce imajeure shall include wat,
insotvection, civil disturbances, blockades, Hots, emmba 1goes, sitkes, bans, lioiaticns,
and ethel laboot dispotes [FROVIDED THAT the Chl Counpa hies shall ot be
vequived 1o agiee 1o a seltlewnent of any patticolar labout dispute solel y fot the
putposes of tetminating a conditioh of fotce mmajente), land dispotes, e pidemics,
ealthquakes, stotios, floods, ot othet advelse weal hel: conditiohs, eaplosicns, fites,
lightning, bleakdown of machi nery ot facilities, shotlages of laboot, Ltans potiaticon,
foel, powel ot essential plant equipioent, ol mateials ol ahy othet event which the
patiy claiming foloe mmajente could net teaschably be expecied 1o prevent ot cantial,
and in the case of the 0l Counpanies shall inclode any delay or failuve by the State 1o
give ahy cohsenl ol apptoval requited uhder this Agreemment o uhder ahy applicable
law, butl shall hat inclode any event cansed by the failute 1o obselve good o lfield
plactice not ahy evenl cansed by negligence in the plovision of adequale supelvisich
of the Opetation.

11.3 The 0¥l Cowopanies shall natify the Stale oh theit becowmng awate of an
event of foloe imajeure affecting theil ability 1o fulfil the tetios and conditions of this
Agreement, ol ahy evenl which imay endangel the hatoral resouolces in the Avea and
shall sumlatly notify the State oh the vestotation of hotml cohditichs.

Articlea 12  Extansions of tima

12.1 Motwithstandingahy plevisien of this Agteaoent, the Slale mmay at the
request of the 0§l Commpanies fioum tiioe 1o time extend any petiod tefetved 1o in this
Agreeinent fot such longel peliod o substitole for any date tefetved 1o in this
Agresment such later date as it thinks fit, hotwithstanding that at the time of such
cxlehsich ol subsiilotich such petied wmay have expived ot such dale inay have been
passed.

Article 13, Stata participation

13.1 Tntihis Agteement, ohless the context clhelwise tequoi les:

*Accumnlated Liaka hty” ioeans ah ancont caleolated 10 accotdance with the
following fonmula:

AL=5V1 [BE+[+0OC) +5-F

whele,

AL s the Sate’s Accmmuolated Liability 1@ ah Oil Cowmpany;
EV1is the Slate’s Venture Intetesl expressed as a fraction,
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E iz the uncunt of allowable explotatich and prospecti ng
eapenditule as defined in Sob-section 164HE[1) of the Lhoouine Tax
Ac1 1951 ot which would have been allowable bot for an election
ohdet Section 164T of thal Act spent by the 0§l Campanyinotin
relatioh 1o the area between Seplemmber 1, 1975 and, plict 1o the
izsue of the fitst developoent licence ovel pail of the Avea ahd in
tecoghition of explotatioh and plospecting opelatichs conducled by
the Parties pulsuant 1o tights or tilles held by thewn ptict 1o
Seplember 1, 1975 soch additichal aimounts of allowable
explotaticn and plospectling expendilote, defined as afotesaid, spent
by the 01l Cownpany ih atin telatioh 1o the Avea plict io Septeinbel
1, 1975 and within 11 years prict 1o the isoe of 1he first
developoent licence ovel pall of the Atea, PROVIDED THAT if
the e of the licence is extended as plovided in Sectioh 234 of the
Offshote Act thereafiel the ancunt of al lowable explatation and
prespecting expendilore, defined as afoltesaid, shall be redoced each
yeal duti hgsuch extended tetin by the ancunt borhe by the 01l
Cownpany of the total ammount expended with the apploval of the
Opetating Comnities oh Opetaticns duting the 12h year preceding
that year.

[ is 1he soum of 1the unoconts of allowable capilal ex penditote and
allowable explatation and prospecting eapendilute as defined in
Sectiohs 1644 and 164E of the Thoowne Tax Act 1951 o which
would have boch allowable but fol the electich uhdet Sectich 164T
of that Act spent by the Oil Company in ot ih lelatich 1o the Aiea
after the issue of a Development Licence and duoting a Shottfall
Pericd,

0C 15 the ammount spent by the Ohl Commpames oh Operatiohs duling
2 Shoufall Petied, and notincloded in E ot D

515 the wncont paid by the D1l Cownpany 1o the State undet Clanse
137,

F is the valoe a1 Molm Plice of Folegohe Plodoclich received by the
01l Cownpany less any aoounl paid uhder Subclanses 13.8(a) and
LN

"Botegohe Production” means the vol nioe of 1he State’s Prodoction Shate
fovegone in favour of the 0l Caunpanies orany of themi n satisfaction ot
patt satisfaction of the itewns vefetted 1o ih Claose 13.8,

"Positive Day” moeans a day oh which the Slate’s Accumuolated Liabihity 1o an
Chl Cownpanyis redoced 1o zelo;

"Productioh Shate” mmeans a plepotlion of the Peltolemn produced from
within the Avea equal toa Pally's Yentlove Tnterest which a Pauly fioun
timme 1o lime 1may be entitled 1o teceive and sepa latel y dispose of,

"Shotifall Peliod" moeans a conti nuoos interval of tioe doting which the State
has and cohtinues 1o have ah Accumulated Liability to ahy ohe ot mete of
the 01l Coumpanies;

"Smple Thierest” mmeans a petcenlage inletest tale equal 1o 5 petcentage
paints in excess of—
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[a) the anhual tate of inletesl oh dowestic cotpolalion bollowings lated
A&d inthe U5 A, as poblished in the Solvey of Cottent Busi ness
by the U.5.A. Departiment of Camnetce—Butean of BEconamic
Analysis applying al the date of issoe of the fiist Devel opment
Licence issned over pail of the Avea, such rate 1o be adjusted
quatietly; ov

B ifsuch taleis nel published, 2 coumpatable fate deletum ned in such
imannet as the Paties shall agres,

13.2[a) The Patlies shall setile the tetirs of the Joint Opelaling Agleeinent as sooh as
practicable. Excepl as provided in Aticle 27, 1hat Agreeinent shal | acoord
substantially with the Opetating Agtesment bul shall be subject 1o the tetms of
this Agreement and in the event of inconsistency, this Agteement shall prevail,

[b) The Joint Opetating Agtecinent shall 1ake effect when the last of the

Paties execules such Agreeiment.

13.3(a) The 3tate ;oa y acquive an unencoumbered 1nterest in the Yenlore Assets and
Opelatiohs 1o 2 howmhated petcentage (hol exceedi ng 224 petcent eithel of such
Venlute Amels ahd Opetatichs ot of the Patticipating Intetest of ahy palliculat
Oil Cownpany] by giving hatice 1o each 0il Cowmpany 1o that effect within foar
[+] mmenths aflel the issoe of the fitst Devel opuoent Licence ovet pail of the
Avea. On and froun the fitst day of the calendar mmanth next followi ng the menth
in which the Slale gave notice as afolesaid the Yentove Intetest of each Chl
Cownpahy shall be equal 1o 11s Patici pating Ihietest apploptiately veduced by the
1htetest acquived by 1he State;

[b) A sooh as practicable aflel the Slale has given hotice potsoant 1o
Sobclanse 13.3(a), 1the Palies shall execule the Joinl Opetating
Agreement (i not alveady execoted) and shall de all things necessaty
foumal ly 1o vest that Interest in the State,

(=) B within iwe (2) mmonths afier the issue of the fi 13t Development Licehce
ovel pal ofthe Area the State has hot given hotice ohder Subclanse [a)
the Oil Counpanies within 1he thitd mmenth after the issue of that
Development Licence shall give nolice 1o the Prime binister that such
election has net been inade by the Slate. Theteafier if a notice under
Subclanse [a)is not teceived by the Ol Companies within the timme
specified ih Subclanse (1) the State shall be deemed 1o have elected hot 1o
acquibe a Yentove hlerest.

[d) Botihwith afiet giving hotice ohdet Subclause 13.3(a) electing 1o acquite a
¥enlove Interest the Siaie shall be entitled 1o attend and vote at all
meetings of the Opetating Coumumittes and 1o teceive hotice ahd agendas
for all such weetings.

134 Encepl as clherwise provided in 1his Agreeioent each Paily shall takein kind
ils Prodoction Shate prodoced and saved from the A bea.

— 81 -



Sch. 3

Petroleum (Gulf of Papua) Agreements 1976

13.5 During each Shotfall Petied:

[2) the State shal| fotege its Production Shate in faveur of these Ol
Cawnpanies 1o which the State has for the time being an Accmmol ated
Liability and the said Coumpanies shall be entitled 1o and shal [ take all
such Foregehe Plodoction fiee of ehcumblance in the sevelal propotiichs
which each such Chl Company's tespective Yentote Ihietesl beals 1o the
s of the Wentute Intetest of all such Companies;,

[B) an 04l Campany shall be entitled to vecoup cul of Fotegehe Preduction—

i)
(i)

the Slaie’s Accmmolated Liability iesoch Ol Cowmpany; and

Sumple Ihlerest oh the Slate’s Acconolated Liabilily cowmunena hg as

the case mmay be oh and fiow eithet,

aa. ihedale of the notice by the Stale under Clanse 13.3, ot

bb.  thedate on which such Oil Commpany veimboises 1he State
uhdet Clavse 13.7; and

cownpuled calendat imenthly fioun the 15t day of each such mmanth oh
the iean of the balances of Accmmulated Liability al the opening of
business oh the fitst day and closi ng of business on the last day of
the calendal immohth fot which the calcolation is being mmade
BROVIDED THAT in deteliminihg the balahce of Accomol ated
Liability a1 the close of bosi hess oh the last day of the mmenth, ne
teduction of the Accmmulated Liability forthal menth shall belaken
inte account and in lew theveafihe anount of Simple Tnieesl
payable fol the nohth shal | be reduced by ah wncont eqoal 1
Sumple Ihlerest calcolated oh the amonnt by which Accomolated
Liakilily is deemed 1o have been veduced 1h that wenth as previded
ih Bubclanse 13.8(c) cowmpuled fol the petied coumunend ng fiow the
date Accomulated Liakility is desned 1o have been redoced 1o the
last day of that 1oenth, and

(<) sales of Petiolenm prodoced fiown the Avea by an Cfl Cownpany, 1o which
the Slate has fot the timme beihg ah Accmmulated Liability shall be desned
1o have been compased of poltich of that Oil Companys Prodoctioh Shate
and poltich of Fotegone Plodoction teceived by that 0§l Cowmpany in the
ves pective propotlions which thal Gl Campany’s Yenlove Thietest beals 1o
the ptadoct of the S1aie's Yentote Thietest and that said 04l Caumpany’s
Ventote Interest divided by the soum of the Yentove Interests of all Cil
Cowmpahies to which the State had ah Accomolated Liability at the tie of
each such sale.

13.602) Except as provided ih Subclause (b) the Paties shall beat all the costs of the

Opetatichs 1h propottion 1o thel tespective Yenlute Thierests,

[B) Subject to Clause 13,10 duoting each Shottfall Petied the Chl Cowmpa nies
shall beat all the cosls of the Dpetations in plopellicn to theil lespective
Pauicipating Lntetests ontil the occottence of Lthe fitst Positive Diay.
Thereafier, duti ng the balance of each such Shoutfall Petiod the said costs
shall be bothe as follows:
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i) by each 0§l Cawmpany 1o which the State for the time being has ho
Accumnulated Liability as 1o a percenlage equal 1o ils Venlove
Tnierest;

ahd as 1o 1he balahce

[i1) by those other Ofl Campanies 1o which the State for the fime being
has an Accumuolaied Liability—in the several propottions which
each such Cowmpany’s tespective Yentuobe Thietest beals 1o the sin of
the Venture Intetests of all such Cownpanies PROVIDED THAT if
duting 2 Bodget Yeal afler 2 Positive Day all of the 0il Counpanies
o which the 3ate has an Accuoolated Liabilily give notice to the
cther Ohl Compahies ahd plodoce evidence 1hat Lthe Slale’s Yentore
Lntetest shate of the costs of 1he Operations forthe Budget Year
exceeds the value of s Fotegone Pieduction for the sane pericd all
Ol Counpanies shal | fotihwith courunence and theteafler continoe to
beal the costs of the Opelations ontil the next Positive Day in
ptepotiich 1o their respective Patic pati ng Interest.

13.7 ¥dotinga Bodgel Yeat ot pall theveof which is net a Sheutfall Period, the
Sate gives hotlice o the Chl Cowmpanies and prodoces evidence thal the Stale’s
Venlure Inletesi shave of 1he costs of the Opetations fot the preceding petiod of 1hat
Budgel Yeal eaceed the ploceeds teceived by the State fiown disposal of 1he State’s
Productioh Shate for that peticd the 04l Companies shall in ptopoiticn o theit
tespeclive Pallici pati hg Ihletests and within sixly (50) days aftel wcei pt of such
natice ahd evide hee veimbatse the Slate the umeont of such shoutfall.

13.8 Fovegehe Predoctich 1aken by an il Coumpany shall be apphied in the
followi ng cudet of plictily:

[2) 1o pay Rayally underihe Offshore Actoh such Boregone Predoction,

[b) 1o pay Sunple Tntetesl on the Slate’s Accumolated Liability calcolaled as
provided in Clanse 13.5;

[€) 1o reduce the Accmmulated Liakiliy 1o the said Oil Commpany. Any
teduoctioh of Accmmolated Liability uhdet this Subclause 13.8(c) shall be
decinied 1o be imade oh 1he day the Ol Company 15 1o teceive payioent as
provided in any contract of sale fou Peltalenm, which date shall be
cohsistent with and teflect tetins of cledil allowed ot recognised by the
Wi histel as plovided in Section Sch. 34 of the Offshove Act ol as
clhelwise agreed upoh bel weeh the State and the Oil Counpany.

139 Any tights onder this Agreeinent in tespect of ohsatisfied Accmmnolated
Liability shall cease and the State shall net be locked o fol tecoupunent ot
tei imbutsee i theteaf:
[a) by ah il Counpahy oh letim hatich of this Agteement as provided in
Alicle 25, o
[b) by an Cil Company upon ils withdlawing fioum this Agteement and
suttendeting its Parlic pati ng Thietest or Yenlove Inietest in the Licence
and in all Dievelopnent Licences ovel ahy pall of the Area,
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13.10%When electing o acquite its Wenlote Intevest and theteafier al any Opelating
Coumimittes meeling al which Opetations and 2 Budgel ate 1o be agleed upon fot a
Budgel Yeal, the Slate mnay elect to conltibule all ot pait of its Yenluve Inietest shave
of costs ol expenses of any Opetations in tespect of which an Accumulated Liability
would otherwise accroe 1o any il Counpany.

13.11 Each 04l Coumpany shall within 30 days afiet the issoe of 1he fitst
Developoent Licence and theveafier, if the State has 2 Ventuve Thletest, hot less often
than half yeatly antil it shall have recouped the uncont of the State’s Accomuolated
Liability, furhish 1o the Slate details of and the uncon of such Accomolated Liability
fot the time being The Stale mmay tequite teascnable velification of such details and
wnoohis ihcluding ah andit as provided for in the Operating Agleement ot Lhe Jaint
Opetaling Agreeineni as the case ooy be.

13.12 Mot withstandi ng the provisions of Claose 13.7, if the Opetati ng Coumum fiee
reselves that a "Peticleum Pool” [which expression shall have the suoe ioeahing in
this Clanse as asclibed 1ol ih the Ofshove Act] has been depleted ih accotdahce with
good cilfield practice ahd that 1o conlinne Prodod hg from that Peltolenn Pool cahhot
be justified fol technical ol ecohoinic leasohs:

[a) the cosl of plugging and abandening all wells diilled inle 1he Pelteleom
Paol;, and

[b) othel cosls ahd expenses paid ol ihcotted ih tespect of dismantling,
vewnoi hig, dispos hg of, ob otherwise dealing with all stituctores,
ihstal latiohs, plant and equipuoent which ave Yenture Assels and which
had been equived for Prodog hg frowm that Petrale nin Pool,

shall be bothe by the Pallies in plopotiion 1o theil tespective YWentote Thiclesis.
Article 14.  Disposal of State's productlon share

141 "Specified Yol wpe” means that pail of the State’s Predocticn Shate which
the Slate wishes ah 0l Compahy to dispose of ahd specifies in 2 hotice ohdet Claose
142

142 Within 30 days afier the Opetating Commumities heeling 1o aglee upoh
Opetatichs ahd 2 Budget forany Bodget Yeal in which ilis expecied that a Positive
Day will eccut the Stale way give holice 1o lhe Ol Cawpanies staling the S pecified
Weluoe fou thal Bodget Yeat fou any ot each Oil Coumpany. Theteafier, 1he Stale may
give hol less than three inehths hotice 1o any of the Dl Cammpanies teducing ot
incleasing the Specified Yoluoe.

14.3[a)&n D4l counpany giveh holice uhder Clause 14.2 shall use its best effolts 1o
dispose of a Specified Vol moe a1 a plice which after taking inle account the
mattets ptovided fob ih Sectioh Sch. 3 1o the Offshore Act will enable that Ol
Cawmpahy 1o accouhl 1a the State fol ah ammonnt eqoal 1o Motm Plhice in tespect
of thal Specified Vol e,

[b) Frow time 1o tirme ah 04l Compahny expeliena hg difficully in disposing of
any pal of 1he Specified ¥oluoe as plovided for in Sobclanse (2] may
notify the Slate accotdingly and thereafier the State and that Cil Cowmpany
will hegotiate in good faith in an effolt 1o vesclve the 04l Cawmpanys
difficulty,
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(<) All contracts of sale by an 0il Cawmpany of any of the State’s Production
Ehare shall be only for such veascnable petiods of tioe as abe consistent
with the mhimmn heeds of the i ndosty undet the Giteursta hoes, butin
ha evenl shall ahy such contiact be fol a period i excess of ohe yeat.

144 Bollowing disposition of any of the Specified ¥Wolume ah 0l Cownpany shall
accouhl 1o the Slate oh whichevel shall be the eatliet of:
[a) the date thiee [3) imonihs afiet taking delivery al the ships lcading flahge
of the televant pail of the Specified Velune, ot
[B) whichevetof the followi ng dales shal | be apploptiate:

i} ifthe sale is al abo's lenglh as defined in Seclion Sch. 3.2 of the
Offshote A, seven [7) days after veceipt of payioent in foll ot part
thevect; o

[ii) ifihe sale is otherthan ol ano's length as afotesaid, seven [7) days
after the day the 0l Compahy is 1o teceive papoent as provided in
the conttact fou sale for any Pettolemn which inclodes any pait of 2
Epecified Yolome.

145 Upon an 0il Cowmpany first becoum hg awate that a Positive Dy has occotred
ol is likely 1o accat duting a Budgel Yeat which had not been expecied at the timme of
ah Opetaling Cowmuniltes meeling as tefetved 1o ih Claose 14.2 1 shall natify the State
accoldingly. Such notice shall include—
[a) the date oh which1he Positive Day occotted o 15 ex pected 1o occul as the
case mmay be, and—
[b) the vol moe of productich expected 1o be available as the State’s
Productioh Shate fotthe balahce of the Bodgel Yeat.

If the Positive Day occotted plict 1o the date of such notice the hotice shall be
accoumpa hied by a full accounting for the volume of the State’s Productich Shate
disposed of by such Oil Counpany doting1he pelicd belween the Positive Day and the
date of the natice.

146 Within 30 days afiet an 0f | Company gives the Slate hotice undet Clanse
14.5 the Slale shall give that 0il Company hotice of the Specified Yolwoe, if any, fot
that Ol Cawnpany for the balance of the current Budget Yeal.

147 Any 0§l Company giving hotice undet Claose 14.5 shall not dispose of any
of the Slale’s Prodoction Shate between the date of that notice and teceipt byitofa
hatice uhdet Classe 146 crcept 1o the exlent hecessalty to satisfy ahy contlact enleted
inlc boha fide before the date of the hotice uhdel Clavse 14.5 ih which event the Chil
Cownpahy shall aceount 1o the State 1 the mmanner provided in Claose 144

148 The Ioint Opelating Agreement shall provide for equitable adjustinent oh 2
tegulal peticdic basis for ahy imbalahce which mmay accol bel weeh the Pradoction
Ehate of each Paily and the velune of Pettolenn laken by ot on behalf of the
tespective Pallies and adjustoent of any sighificant dispaltily in papment of opelating
costs ahd expehses cansed by such imbalance.
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Artlcla 15, State acqulsltion and cwnershlp of faclitlas

151 "Works and Faclities" and "Works of Facilities” as the context pelimits
means ahy of the installatiohs and i nfrasitoct ote provided fot 1he Opetations by eithet
the State ot the 0§l Companies and capable of being used by the Oil Campanies, the
Slate, Cilizens ol olhel pelsons caltying oh bosiness in the locality theteof without
intetfering with the use theteof by the Oil Counpanies. Without limiting the genetality
of the foregoing the Patties envisage that Wotks and Facilities—

[a) include ait field, loads, polts, water supply, ahd sewelage facilities, except
1o the extent that ahy of thewm ave olilised to theit full capacity by the Chl
Cowopanies, ahd

[b) de het include vesidenti 2l accormumedation and adiminisitation buoildings,
instal latiohs, and inflastinctove divectly used in Pradocing,

PROYIDED THAT plovisioh by the Depattinent of Posts and Telegraphs of facilities
and selvices shall be the subject of a sepalale agreciment.

15.2[a) At any Opetating Cowruniitee Meeting a1 which consttuction of Works and
Facilities 15 1o be apploved 1the Stale smay by wiitlen hetioe 1o the Ol
Cawnpahies elect 1o ptovide the costs, ol patt theveof, of ahy such Works and
Facilities, and

[b) al ahy timme afiet theit cohstioction the Slate imay by hotice tequite Lthe Ol
Cowmpanies to ltansfer i il owhetship of any Wotks and Facilities. As
saoh as placlicable afier such netice the Dil Cownpanies shall de all things
necessaly 1o itansfer 1o the State title 1o the Works and Facilities
houmhated 1h the hotice.

15.3 Whete the Stale tequives the Oil Counpanies 1o ttansfer 1o il any Works and
Faciiies as prowvided in Subclavse 15.2(b) the State shall pay 1o the Chl Campahies,
by annual instaliments as provided 1h Subclaose 15.3(a) a polchase plice equal 1o 1he
then depreciated value of such Wotks and Facilities, and the il Cowpanies shall pay
o 1he Stale annoal capilal uset charges as provided in Subclapse 15.3(b).

[2) The Ol Companies each Buodgel Yeal shall howmnate the uncont of the
anhoal instalioents of the pultchase plice which shall be equal 1 the
anhoal ancunt of deprec atich that the 04l Cowmpanies could have claimed
[ahd would have been entilled 1o claiin) as a dedoction allowable uhder
the Thocume Tax Act ih tespect of that Work ot Facility but for the transfer
of awhelship to the State. (I is theinlenticn of the Paties thal such
instalioents of pulchase price shall het be assessable i hoouoe h the hands
of the 04l Caunpanies fol the putpose of assesanent of Petiolenn Thoowe
Tanl;

[b) The 0l Cowmpanies shall pay 1o the State within seven (7] days of the
tecei pt of ahy instalment refetted 1o in Subclause 15.3(a) a capital oset
chatge equal 1o the said instalioent. (1 is the inlenticn of the Paties 1hat
such capital vserchargeshall be a deducticn allowed onder the Thooune
Tax Adt for the putpose of assessinent of Peticlenn heoine Tax and
Additional Profits Tax),
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[<) ¥ opelalichs peunanenily cease in ot in telation to1he Area and asa esalt
the Slate ceases 1o pay any instaloent tefetied 1o in Subclaose 15.3(a), the
Ohl Cowmmpanhies shall have the tight 1o claio a deductioh, as provided by
the Thooume Tax Act for the pulpose of asessment of Petiolenn Lhooune
Tax, ahd Additiohal Profits Tax, equal 1o the ancunt that the Oil
Cowopanies would have claimed [and woold have been entitled 1o claim)
buot for the ttansfer of ownetship of that Work or Facility 1o the State.

154 T al any time the Slale acquibes ob plovides any Wotks ol Facilities undet
this Auticle 15, 1he State shal| theveupon assmme bes ponsibility for imaintaining the
assels 1o a proper standard and shall charge the Oil Counpanies a maintenance charge
[which mmay incl ode ah equitable propottich of ditecl opetaling costs] limted 1 the
costs of that imaintehance PROVIDED THAT the ammoont of such maintenance chatge
shall be reduced by any ammount spent by an il Commpany ondet Claose 15.5.

155 Whete the Stale has provided ol acquited Wotks ol Facilities fol the purpose,
of, ol uhder Lhis Agteeinent and fails plopetly to maintain the same the Ol
Counpa hies toay, afiet 30 days netice 1o the Stale, and al theil owhn expense, cally ool
such wolk as 15 hecessaly 1o bling the suoe uplo a proper standard.

Articla 16.  Use of facllitles by third partles

161 Athitd paiy will be peunitied to use Works and Facilities acquited fiouwm the
04l Cownpanies by the Slate and not ulilised 1o theit full capacity. The Statle
uhdetlakes 1o ensute thatl the thitd paily will be bequited 1o pay a plepollichale shabe
of any opetating, maintenance overhead and capital coslsin tespect of such Works
ahd Faclities aimehg other Lthings having tegaid o

[a) the extent of the propoliichate usage and likely folute usage of the Works
ol Faclities by the thiid party and the Chl Companies,

[b) the vespecti ve extenis 1o which selvices ave plevided 1o the Ol Companies
and the thitd paily [where the Facility is a seivice Facility);

[<) ahy othet factor which vesults in ot is [ kely 1o vesultin sighificani dunage
1o ot deteticration of the Work ot Facility.

16.2 The Sate, the il Cowmpanies, and a thitd paily shall agree npoh ah ancont
which the thitd party will payio the il Companies [hotwithslanding ahy plicr
tiahsfet of the vel evant Works and Facilities 1o the Slate undet this Agleement)in
United Slates dollais o the Kiha eqnivalent al the date of payioent a capital
conhlltibuticn teflecti ng the extent of the thitd paily’s intended use of the Wotks and
Faci hities.

183 Whete the Stale provides Lthe cost of any modification imptoverment
exlensich o expahsion of any Works of Facilities 1o weel 1he heeds of the CHl
Couwnpa hies the state moay chatge the 01l Companies a capital usel’s chatge in tespect
of that Wotk or Facility 1o allow for 1he teconpuinent owel 2 reasonable petiod of the
amouhl expended ih providing the said cost by the Ztate logether with a teasohable
tetuth thetech.

164 Motwithstandihganyhing contained ih Aticle 13 or Aticle 16 all such
Wotks and Facihities hetl acquited and ima haged by the State shall comtinoe 1o be
mahaged by the 0il Companies ahd the Chl Cowmpa nies shall have plictily of use
theteaf ovel all othel osels.

— 87 -



Sch. 3 Petroleum (Gulf of Papua) Agreements 1976

Articla 17. Ratas and dutles

17.1 Eubject 1o any tequiterent of defence, foreigh ttade ot foteigh policy of this
Hlale, the safely of the public and quatantine and 1o the obligations of the Statle undet
multilateral i nerhatichal agreeioents 1o which the Slate is a paily the Gl Companies
any Affiliated Cotpolation and the agents and contraciets of the Oil Companies ot of
any Affiliated Cotpotation shall have 1he Hight 1o acquite impatt i nle and meove within
Papua Mew Goinea ahd use ahy plant mmachi hety equipument vehicles explosives fuels
reagehis ahd supphes which have a specialised applicatioh and vse 1h the Opelatichs
and 1o expoll fioun Papua NMew Goinea the peliolenm [whel hel processed o
alhetwise) tesultling fiown the Dpetations.

17.2 The 0¥l Cownpanies shall be subject 1o impetl duties and levies of genetal
application in accoldance with Papua Wew Goinea law fiow time 1o lime euoepl as
heteinafier provided.

17.3 Mo tale lax chatge due doty 1aliff ot othet levy shal | be applied to ol be
payable by the 0§l Camnpahies oh the expoll of ot ih tespect of the light 1o expolt
Petiolenin fioun Papua Mew Goinea by an 04l Campany ot 2 Related Campany.

174 ™o rate tax tent chatge due doty 1aliff ot olhet levy and he legislation which
discliiminates against all or any of the 0il Cowpanies ot any wemnber of an 04l
Cowmpahy ok ahy beneficial owher of shaves in ahy of the 01l Compahies ol ahy
petsch engaged 1h the Opetations shall be payable by ot [as 1he case 1oy be)
applicable ie any of the 0§l Cowmpanies ot any such mewmbel ot beneficial owher ot
pelsen [as the caseimay be) in tespect of the Dpetations ot of ahy ihcowme alising
divecily ot inditect|y therefiom PROVIDED THAT nething in the Clause is inlended
1o plovide a basis fol challenging the validity of the petiolenm incouwne tax ot
additichal profits tax.

175 Any inpol doly which is sought 1o be immposed on the impotiation of any
plam machinery equi pument explosives chermcals of clhet supplies which al the time
when such doly is scughl 1o be 1ioposed ave iopotted inle Papoa Mew G hea sclel y
fot the putpose of and which have a specialised application and usein the Opetatichs
and which is sought 1o be iimposed at a tale in encess of Lhe avetage tate of doly fiowm
tiioe e time payable onh the impoltatich inle Papua Mew Guinea of the Custom Tani ff
il huobered 118 275 309 313 320 and 341 04 as sel oot al the dale theteof in the
Second Schedule 1o the Custouns Taiff 1959 shall without ih ahy way whatscevet
liimmiting the intetprelatioh of Claose 17.3 above be demined to disc i hate against Lthe
01l Companies.

176 ™o Local Governioent Bates o Provi ncial Governuoent Eales ol taxes oh
land calcolated 5o as 1o be clher than appronimately eqoal 1o tole or lax calcolated in
velatich 1o the unimptoved capital valoe of the suiface Hghts of the land shall be
payable by the 0§l Caunpahiesin tespect of land held by the Oil Campanies, oh which

1m hing et ihdustial activities ave cattied oh.
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Article 18 Gonsultatlon

12.1 The Oil Counpanies shall cohsall fiown time 1o time with epiesentatives of
the State and shall futnish 1he Slate each siz mmenths with tepolis cohcething Lthe
unplementation of:

[a) theiraining and localisaticn progtanioe

[b) the ptovisions telaling 1o local pulchasing of supplies

[c) the provisiens telating 1o local business developuoent and
[d) the provisiohs telating 1o ehvitehmenlal mahagenent.

Articie 19. Inspactlan

19.1 The Oil Cownpanies shall ai all reasonable times allow the proper] y
acctedited selvants o agehts of the State [wheo shall establish their aothatity oh
tequest] 1o ihspect ahy aspect of the Opetaticns and likewise iz ihspect ahd lake
copies of the books of account and recotds of the 0il Cownpanies telating 1o the
Opetatichs ahd 1o ahy shipument, sale ob use of prodocts of such Opetatichs.

Articla 20. Patantandtachnology rights

20.1 All hew plocesses, hew el hads of manofaciure and athet techhological o
mechanical ihhovatiohs developed within the Ol Counpanies’ Opetatichs:

[a) shall remaih the ptopetly of the 0il Companies, which shall apply fot,
take cot and velain soch patenis and other technology nights, in Papoa
Mew Goinea ol elsewhere, a5 10ay be necessaly and desitable 1o protect
the sane; ahd

[b) shall not be sold, assigned, licenced, surtendeted, or ot herwise disposed of
by the 01l Compahies except:
[i]  ohthe basis of ah ano's length tahsacticn; ahd

[ii)  with the prior appleval of the Slate which appteval shall net be
uhteasahably withheld.

202 Contracts 1o which any 04l Campany is a paty prowviding for the patchase of
the night 1o use ih the Operatichs ahy process, methed ot other techhalogical
ihhevatich:

[a) which ate het conitacts ot ato's lenglh, shall het be entered 1hie without
the plict cohsent of the Stale which cohsent shall hat be unteaschabl y
withheld, and

[b) which ave contiacts ot auo's lehgth shall be subumitted 10 1he State for
infolmatich.

20.3 Folthe putposes of this Alticle the tetin “ako’s length” shall have the sane
imeahing as ascli bed 1o i1 ih Sectioh Sch. 3.2 of the Offshote Act, ercept that conllacts
fol provisioh of setvices which incidental 1o thei t petfoiimance vequi te the use of any
such process, ioethod ot othet techhelogical ihhewvation the patent tights 1o which are
the ptopeily of any Oil Campany ot an Affiliated Cotpotation of any 04 Company
and which bot for the plovisions of Section Sch. 3.2(c) would be at ano's length shall
fol the putposes of this Clause be deeined 1o be at ain's length.
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Articla 21,  Ass|gnmant

21.1 The State imay assigh, wilhoul the consent of the CH | Companies, al | ot palt
of its Wenture Tntetest 1o ahy cotpotation, stalulaty ot clhelwise, foumed in Papua
Mew Guinea and either:

[a) wholly owned by 1he Sate, or

&) whally cwned by ihe Slate and ahothel corpolatioh of olhel colpolatichs,
slalototy of clhetwise folimed in Papua Mew Goinea and which ave
cohtrelled by the Btate and in which the State has a1 least a 50%: beneficial
intelest,

PROVIDED THAT wested 1h such cotpotatioh ol colpolalicns ale powels ahd
financial capacity sufficient 1o enable such of the Slale’s continwi ng obligatiohs undet
this Aglecment as ale assighed 1o such cotpotaticon o be fulfilled.

21.2 Sobject 1o Clauses 21.1 and 21.3 and with the cohsent of Lthe olhet palties
which cansent shall net be unteasahably withheld, all or any of the Palties may
assigh, ol othetwise dispase of theil i nletesl o Hights under this Agleenent.

21.3 Intihecase of any assighioent undet this Aiicle 21 the assighee shall
ohdettake 1o the Sale 1o amoime, obselve and caunply with all 1he obligations of the
assighot in telation 1o 1he imatter assighed ol 1o the extent of the intetes! assighed as
the case mmay be. Aftel the giving of any such undeitaking, the assighotshall be
telieved of i1s obligatichs uhdel 1his Agleement in Lelatioh 1o the imatlel assighed ol 1o
the extent of 1he inlelest assighed as the case may be withoul prejudice to pre-existing
tights accrued 1o the Sate agninst 1he ass ghot.

214 Molwithstandinglhe foregoing provisions of 1he Clauses 21.2 and 21.3 but
subject i hotimal statuloly applovals in foloe frow time 1o time,

[2) ahy CH| Cowmpany may chatge by way of fized ol floating chatge the
whale ar any pail of its Venture Inlerest 1o secule the tepayiment of, any
payment of interest and othel fees, costs ahd ex penses telated 1o, all loans
made 1o that 04l Counpany 1o finance the ploject; and

[b) the Oil Coumpanies may moligage ahd chatge any specific assel [whether
teal ot peisehal propelly] Lo secote the pulchase plice theteof whete such
umouht has been bottowed to finance the putchase of that asset,

and any motigagee ot chargee under 2 iotigage of charge given by the Ol
Cownpahies 1may exelcise all lights of sale and ether lights included in any insttoment
of inaiigage ot chalge provided il shall fitst give the State al least twenty-cight days'
hatice of i ntehlich 1o exelcise those lights.

Articla 22 Arbltation

221 Tl any tioe thete is ahy dispuole, question ot diffetence of apinien [in this
Anticle 22 refeived 1o a5 "Issue”] between the Pallies concerhing the application of or
alising ool of sectioh 924 of the Offshove Act othet thah any dispole, questicn, ot
difference of opi hioh in tespect of which plovisicn foo setlleme nt ol deletim hatich is
ptovided under the Theouwoe Tax Act 1959 the saioe shall, subject 1o Clanse 222 stand
tefeived 1o the atbitlation of 2 single atbiltatot, ahd such tefetence shal| be considered
asubimissioh within the meaning of that explession given by lhe Arbittation Act 1951,
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222 Afler any Issoe has alisen between 1he State oh the ohe hand and the Ol
Counpa hies ol ahy of thew on the othet hand, any paily 1o that Isoemay al any tioe
ptict 1o the appaintoent of an arbiltatol by cohculvence of the Palties ol putsuan 1o
the Arbittation Acl, 1951 by netice 1o the cther Paily ot Patties therelo elect that the
prowisiohs of this Clause shall apply 1o such Issue and in such event:

[a) the Issoe shall stand referved 1o the arbittaticn of 1hree arbilators, che of
whoun shall be appoinied by the State and ohe of wheun shall be appaointed
by ihe other Paity ot Pallies 1o 1he Issue and the thitd of whomshall be
agreed upoh by the State and the cther Paily or Parties 1o the Tssoein
wiiting, and in defanll of agreeiment within foorteen (14 days afiet the
Slate gives hotice 1o the olther Parly or Parties 1o the Issue ob the other
Pauy or Parties 1o the Issue give hotice 1o the State teqmiting the
appointment of such a 1hitd atbiltator, shall be appointed ih acootdahce
with the plovisions of the Albittation Act 1951 fioum a panel of five [3)
arbittatels 1o be hawninated within a forther peried of footeen [14) days
thereafter by the President and Chainman of the Boaid of O vectols [or
failing him the Chief Execotive] hot being 2 Citizen of Papua New Guihea
of the Asian Development Bank (o, failing such howm hatich, fioun any
panel of atbitiatals which the peisan ob bady appai nti ng the thitd
atbillatel cohsidels satisfactoty) PROVIDED THAT ho petsch shal | be
eligible fol appointiment as a thitd arbitratot [onless the State and the Ol
Companies othelwise aglee in wiiling in ahy patliculat case) if al the tioe
of his ploposed appointioent he is ob has been a1 ahy tioe piict therelo a
citizeh ot tesident of Papua Mew Guinea, the Cormunchwealth of Austialia,
Canada, ot the United Slates of Ametica;

(b if any atbitrater vefuses 1o act, is ihcapable of acling ot dies, 2 hew
atbirator shall be appoi nled by the paly appoi nting the ctiginal atbittalor
ol [in the case of the thitd atbitratet) in accotdance with 1he procedure
plovided for in Sobclanse 22.2(a);

[c) if oh such vefetence ohe Paly fails 1o appoint ah atbittatot either
cliginally ot by way of substitulich as aforesaid within foulteen [14) days
afier the othet Paily [having appointed its atbiliatol) has given to il hotice
1o appoi i such arbitratet, 1he atbittation way proceed in the absence of
such arbitrator;, and

[d) such atbiratioh shall ke held at such place [whether 1 hside o culside
Papua Mew Guihea) as the arbitratols detetimne.

223 Wany Pauy 1o any atbittation onderthis Claose so tequesis 1he atbitiatot ob
atbittators shal| state, in the fouin of 2 special case for the opinich of the Matichal
Coultl of Papua Mew Guoihea, ahy questioh of law alising in the coulse of the
tefelehce, ahd ahy epinicn given shall be subject 1o the netimal tight of appeal.

224 Anawatd mmade oh an atbiltation shall have fotoe and effedt as fol lows—
[a) if by the awatd i1is adjudged that the decision of the Stale is coltect then
the decisich of 1he Slate in tespect to the Isue shal | stand; bt

() if the arbiltatol adj ndges thal the decision of 1he Stale is incottect then he
shall further adj vdge what the Nonn Phice shoold bein which event the
decisioh of the Arbitiatol shall be binding oh the Paities.
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Artlcla 23 Law applicabla

23.1 This Agreeinent shall be govethed by and cohsitoed i accotdance with the
law of Papua MNew Goinea.

Articla 24 Warlatlon

241 The Paties may froun Lime 1o time by agleeiment in wiiti ng add to, substitule
fot, cancel ol waty all ot ahy of the provisions of this Agleement, 1he Licences, ahy
Cvevel opioent Licehce, ol any lease, licence, tight o grant glanted hevennder o
pulsuant hevelo ob ahy pleglunne, ploposal o plan apploval heveundet, fol the
putpase of mote efficiently ot satisfacioli |y ioplementi ng ot facilitating any of the
objects of this Agtecment.

212 Whete an agteeinent inade potsuant 1o Claose 24.1 constilole ah aletation of
any Auticle ot Clavse tefetted 12 in Clause 3.2, the vatation agtecinent shall contain a
declatatioh 1o that effect, and the State shall assoon as is practicable i nltedoce and
spahsol 1h the Matiohal Patliament 2 Bill for ah Adl to applove that valiatich
agreewment and give folce of law e the altetation of Lthe Lights heteander. That
valiatich agreement shall be subject 1o the couming inle folce of the apploving Acl.

243 Any agreeiment mmade puisoant to Claose 241 which does nol constitole an
wnendioent of any Clause vefetted 1o 1h Claose 3.2 shall be tabled by the Stalein the
Matichal Patliunent within the fitst twelve [12) sitling days next followi ng ils
creculioh.

Articla 25 Motivas

25.1 All nolices, hotificalions, consents, apptovals, undedakings, applications,
vequesis, offels, tepolis, telulhs, elections, ahd proposals vequited 1o be o which may
be given, iwade, futhished o submitted onder this Agreement shall, unless the conteat
cthetwise Lequiles, beih wiiting sighed by a Minister of the State ot the Diveclor of
the Office of Minetals ahd Enelgy ot [as the case imay be) a divectol ol sectelaly ok
athet desighated vepresentative of the 0il Cowmpanies, and if in wiiting shall be
sufficiently given, futnished or subumttled if delivety al ob posted by plepaid post o
the address fol setvice of the Palty or Palties 1o whaun it is 1o be given, mmade,
forhished o subumtted, and al | such cormumuohications if posted as afovesaid shall,
uhles ploven olhetwise, be deeined 1o have been teceived ih the otdi haty contse of
post.

252 The addiesses fol selvice:

[a) of the State shal | be:
[i]  forthe putposes of Sub-clanse 13.3(c)
The P lito= WinisdeL,
Cenllal Gevel hio= il CHfices,
Waigani,
Papoa New Joine

ol by pos fo:

The P ito= WinisdeL,

Cenllal Gevel hio= il CHfices,
Walds Miip Post Office,
Waigani,

Papoa Mew Goihm
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Tekphohe: Foul Wo=by 271211
Telkz: SENTROF ME 22144; and

i) fou all ethet putposes:

The THi=ciol,

e Ufwhelah:dehelgy,
HKohedobn,

Papoa New Goihe

ol by post fo:

The Tt i=ciolL,

CHficm of Wlinealsand En=igy,
Pl Bow 2352,

HKohedobn,

Fapoa New Goine

Telephohe: 25 1130
Telkz: WABTRO ME 22211

[b) of the 0§l Companies shall be:

The iJe heta | Wanagel,
Endmavool Gl Cotopany ML,
228 Yiciolia Fawde,

Et WlelbooLhe, 3002, An=iiali

Te Ephuhc: 419 1577
Telkz: Cooboil 4431854

ol by post 1o

P2 Bow 21T,
Et Wielboothe, 3002, Aosdialia.

Exxo Papua Mew D oihea Ih:..
Cl-Exphiation WMamxget,

Exo Ansiialia Libmited,

127 Kent Sdvm=t,

Spdhey, M5, 2000, Aostialia.

Te ke phohe: 20557
Telez: A4 10549

C himt E=colive CHfo=1L,

TOL Petioleotm Litmited,
45 Collins Slieet,

Wielbooihe, 3001, Aosiialia.

Tm Ephuhe: &1 0491
Telez: Cohvio A4 30108

ol by post 1o

G.P.0. Bow 134D,
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Wle=lboothe, 3001, Ao=stialia.

Any Parly may chahge i1s addiess fol selvice by ptict notice ih accotdahce with this
Aticle.

25.3 Whete the il Cammpanies ate tequited o subimii any plans, proposals, ot
othet mmatetial for the apploval of the State, the date of subimissich shal | be deaned o
be the date on which the Slate receives the said plans, ptoposals o cther imatenal.

Articla 26 Tarmination

26.1 The Sate mmay et hate this Agleemment by hotice to the il Counpahiesih
any of the following events—

[a) if the 0il Cowpahies abahdon the Licence ol tepudiate theit abligatichs
uhdet this Aglesnent and Opelatichs ate et tesoumed ol such defaunll
made gead within a petied of siaty (620 days afier hotice as provided in
Clause 26.2 is given by the State 1o the Ol Cownpanies;

(b if the Stale cah establish that ih granting i1s apploval 1o ahy proposal wade
ohdet the Cffshote Act ob olhetwise it lelied upoh a stateme hl mmade by
the 01l Counpanies hol beihg ah estunate based onh judgeinent exercised in
good faith on the application of khowledge available at the time the
estimate is 1oade and il 1s shown the Ol Couopa hies intended soch
slalerent to be false b imsleading,

(=) if the Licence ol ahy exlehsichs of lehewal theteof is propetly forfeited
duoe 1o default by the 0l Compahies ot is suttendeted uhdet the Ohshote
Act,

[d) if the 0| Coumnpa hies do net subum ploposals in accotdance with Alticle
1.

26.2 The hotice Lo be given by Lhe State in tetis of Subclavse 26.1(a) shall
specify the natole of the defaull ot other glound so entitling the Slate 1o exetcise such
tight of detelimination and whele apptoptiate and khowh 1o the State the Pally or
Palties tespons ble thevefar and shall be given 1o each of the CH | Compa hies.

26.3 Folthe putposes of Clanse 26.1(a) the Cil Cawnpanies shall het be deained to
have abandaned 1he Licence ot tepudiated theit obligaticns unless all petsons fot the
tiioe being bound, whethel as assighees of the 0§l Companies ob otherwise, o
petfoin the obligations of the 04l Cainpanies heteundet, have abandahed the Licence
ol vepodiated the obligatichs.

2564 This Agteement shall tetiminale oh the expity ol suttehdel of the Licence and
all Developoent Licences issued ovel ahy pail of the Atea ot any tenewal ot
extensich of any of themn.

26.5 Hihis Agtecioent is tetminaled afier the grant of 2 Devel opoent Licence al|
sirocluves, inslal latiohs, plant, and egqoi puoent:

[a) which can be rerpoved fiown the Area within six (6] manths afier the
notice of telimnation and withoot itlepatable dunage 1o the Area ob any
reimaihihg situclobe, ihstallations, plant ahd equipioent inay be ternoved
by the Patties; and
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[b) all other sitocioves, instal laticns, plant, eqoi puoent and heh-ioovable assels
of the Palties in the Alea shall thetenpon becoune the plopelty of the State
without any cost 1o the Stale or ahy liability forthe State 1o pay
counpehsatich 1hetefor, and freed and discha tged fioun al | iooligages and
othel ehcumblahces. All mmatetials, supplies ahd othel movable assets of
the Pallies in the Atea which ate full y depleciated fol lax potposes shall
likewise becowme the propelly of the State, bl any such imatetals, supplies
and othel imavable assets which ave net full y depleciated for 1ax pulposes
shall be offered by the Palties for sale to the Slate at their depreciated
waloe.

2656 The Ol Counpanies shall do all such thihgs as the Stale mmay reasohably
tequite 1o give effect 1o the plovisions of 1his Aticle 25 and the 0l Cownpanies shall
ma ke available 1o the State the tesolis of the Thvestigations and Stodies 1o the extent
that they have been cattied ool by the 0l Coumpanies befove the date of tetim hatieh.

2567 This Atlicle 26 shall contihoe in folce hotwithslanding Lthe tetminatich of the
test of 1his Agrecioent and imay be sued upen o enfoloed against the 0l Coumpa hies.

26.8 Teum natich of this Agrecment ondet Lhis Allicle 26 shall be withaut
pej udice 1o any tights of any of the Pallies fou any antecedent bieach of covenant ot
agleciment.

269 Motwithstandinganything 1o the contiary conlai ned hetein, shoold any law,
staiole ob tegulatich be passed in Papoa Mew Doinea ot becawne effective in Papoa
Mew Guoinea, subsequent 1o 31st Blarch 1977, and shoold such law, statute o
tegulatich ablogate ol matetial ly altet the fanduoental conttactnal tights ot
cbligatichs of the 04l Cownpanies heteandet, the 0l Counpa hies shall have the tight 1o
give the State &0 days hotice of theit intentich o lelimnate this Agleement without
futthet obligation 1o the Stale except as 1o Llights o Habilities in tespect of any
antecedent breach of this Agleement.

Articla 27. Amandmants to oparating agreamant

27.1 Folthe putposes of this Alticle 27 the Opetating Agleement shall be deemed
1o apply only in respect of the Avea, the Licence of any Development Licence.

27.2 The Paties shall coimunehce a5 saoh as placlicable 1o hegotiale 1h good faith
wilh Lthe objective of agieeing oh the foun and content of 2 Joinl Operating
Agreeinent 1o acoold substantial ly with the provisions of the Opetatling Agreenent
but 1e veflect:

[a) changes in1he paties bound thereby and the citcnmstances of theit
associalich, ahd
[b) the possible acquisitich by the Slate of 2 Ventute Thletest, and
[c) upehdiments hecessaly 1o give effect 1o the plovisions of Lhis Agleemment.
27.3 the Paities have hotl execuoled the Joinl Opetaling Agteemment at the date the

Flale elects 1o acquite 2 Yentlate Intevest uhder Clanse 13.3 the State shall a5 ahd fiom
that date be deeined 1o be 2 patly 1o the Opetating Agleement with full 1ights 1o attend
and vole at all Opeating Coumumties beetings.

274 Afler the date of this Agtecinent the Dil Companies mmay hol ammend ot
teplace 1he Opelating Agreement withoot the appleval of the State.
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27.5 Withoot limmiting the genetalitly of the foregoing the Paities agtee that the
followi ng Alicles and Clause of 1he Opetating Agteament should be teviewed fol the
putpases of Clanse 27.2:

Aticles 3,4,7, 8, 11 and 13; and
Clause 19.05.

Articla 28 Miscallaneous

28.1 Mo stunpdoly ob othet fees ol chaiges shall be payable o the State in
vespeci of ahy assighioent ot transfer of any Paticipating Tnletesl ol Yenlote Intelest
ih the Licehce ot the Yenlute Assels by an Ol Campany o the Slale orie an
Affiliated Cotpolatich ihcotpotated in Papoa Mew Guinea if such assighment is
tequited 1o coumply with the plovisiohs of the Acts.

28.2 Subject 1o cohsidetations of hatichal secatity the State shall grant e the Ol
Cownpa hies such licehces, pelioits and clhet nghls ahd exemptions as ate within its
powel o gtant and which reaschably mmay be vequived by the 04l Companies 1o enable
the 0l Counpa hies 1o fulfil theil obligations and enjoy theil tights ahd benefits undet
the Licence, the Acts, ol this Aglesment.

28.3 U the Stale elects 1o acquite 2 Yenlute Intevest thereafier the Paties shall
owh all the ¥enlule Assets as tehants in couuoeh, howevel, the expenditote of the Ol
Cownpa hies uhdet 1his Agteeinent shall be shown on the accounting vecotds of the Chl
Couwnpa hies entivel y as expenses, chatges, and costs of the 0il Counpanies in
plopoltioh 1o theil tespective Pallic pati hg Ihietests and shal| be vefl ecled for
putpeses of the fiscal dispositions of 1the applicable United States law in the balance
sheel and prefil and loss accounts of only the Dil Caumpanies.

284 Whethet an electioh shall be imade 1o have this Yenlote excl oded ficun the
application of the provisiohs of Sub-chapler K of Chaplet 1 of Sub-title 4 of the
United States Internal Bevenoe Code of 1954, shall be detennined by EPMNG fot each
Calendar ¥ear duting which EPMNG has ihcutted expenditutes uhder Aticle 13. The
initial detetim hatioh shall be moade ahd furhished in wiiting 1= the othet Palties ho
latet than 15th Apuil, 1997, and if requested by the Opetalol 1o do 5o, the State will
erecule alax agreement for United Stales lax putposes in a fobo 1o be apploved by
the Parties.

28.5 Consistent with tequitenents of the law and hatichal secolity the State shall
use ils besl effolis to have foteigh workels and theil dependants o be employed in the
Opetatichs in accoldance with the apploved trainihg ahd loecalisatich ploglunine
ecxpediticnus| y granled such pelioits as toay be hecessary 1o avthotize them 1o entet, te-
entel, move within, temain ih ahd depa it frowm Papoa Mew Guinea and to wotk oh ot
ih cohhectioh with the Opetatichs.

Articia 23, Matural gas and gas llquids

22.1 T shall be the tesponsibility of the 0i| Companies 1o detetimine whethet
ptodoction of Watutal Gas ot Matoral Gas Liguids is cowrmuoelcial and whethel ot hot 1o
cohstiuct and install fasi lities to ehable pradoction of such Matotal Gas o Matatal Gas
Liguids.

292 Matural Gas ahd Matotal Gas Liquids will be disposed of by the Paities at the
first point of imeasutewenl downstiean fiom the cotlel flange of the field gas
sepaltaior in 1the Area beyond which peint the Slate’s Yentuwe Interesi shal | cease.
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223 Molm Price fou al| purposes four Matutal Gas and Matulal Gas Liquids will be
the plice specified in contlacts fol iis sale enteted i nlo with the prict apptoval of the
Sate which will hol be nhieaschably withheld.

294 Sobject 1o the absence of Regulations Lo the conltaty undet 1he Acts the Ol
Cownpa hies 1may flave gas necessalily prodoced with crude @il and net heeded in the
Opetations and 1he sale of which is ol econaumically justified.

295 The Stale tecoghises Lthal 115 electioh 1o acquite op lo a 22 5% Vehlore
Lnterest imay prevent the 0l Cowmpanies from prodocing on 2 cormoercial basis
Matoral Gas ot Gas Liguids discoveted ih the Atea. Thetefove, if the 0hl Commpa hies in
a proposal ohdet Claose 7.1 predoce evidence that such Watvral Gas or Gas Ligmds
cahhaot be plodnced oh a cowmuoetcial basis if the Slate elects 1o acquite a 22.5%:
Wenlute Tnietest, 1he Stale will negotiate in good faith with the intention of agleeing
oh such lessel Yenlole Inletest as will allow a Matotal Gas of Gas Liquids project 1o
ploceed oh 4 cortunelcial basis.

Articla 20, Tiilas

30.1 Sobject 1o Clause 30.2 the plovisiens of the Dffshote Act and each of than
shall apply mulalis imulandis 1o and in tespect of the Licencein lien of the provisiohs
of the Onshote Act asif the Licence were a Petiolenn Praspecting Licence issned
putsnant 1z and in accotdance with Sectioh 18 of the Offshote Act.

302 The followi ng plowisions of the Onshove Act, that is 1o say:

Seclich &,

Sectiohs 11 1o 24 inclusive, except fol sub-section [3)(d) of Secticn 21,

Secliohs 2610 28 inclusive,

Secliohs 3010 34 inclusive,

Secliohs 37 ahd 38,

Secliohs 53 10 57 inclosive,

Secliohs 52 10 &4 ihclosive,

Seclichs 71 1o T+ inclusive,

Seclions 77 and 78,

Seclich 80,

Seclich 82,

Secliochs 85610 91 inclusive,

Secliohs 94 and 95,

Seclioh 99; and

Seclioh 100, and applicable vegolaticns inade 1hevennder;

shall apply motatis mutandis (e and in respect of 1he Licence PROVIDED THAT in
the event of conflicl ol incohsislency bel weeh—

[a) the definitiohs contained in Secticn & of the Onshote Act and a definition
contained in Section 1 of the Offshote Act the latter shall prevail and
apply 1o 1he Licence accordingly, and

[b) the ptovisions of the Offshote Acl and the provisions of the Onshote Act
in tespect to the tights of the 0l Coumpa hies 1o access 1o ahd aocopatich
of the sutface of the Atea the latler shall prevail and appl v 1o 1he Licence
accoldingly.
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30.3 As sooh as beasohably practicable afier execotion of this Agreement the State
shall inltedoce and spohsat in the Matichal Patliament a Bill fot ah Acl 1o tegulate
explotaticn for and predoction of Peltalemn in those ateas of Papua Mew Guoinea
othet than the offshole atea within the ieaning of the Offshote Acl. T is the States
intentich that such Bill substantially veflects the spinit of this Agteemment ahd contains
ha piovisiohs which, if enacted, wonld mmatetiall y affect the Lights and chligations of
the Cil Counpanies hereondet.

304 T new legislalich providing foleaplotation for and preduction of Petiolenn
in 1he ehshote avea of Papua Mew Guinea is hot enacled by the Watiohal Padiament
and epetative ptict i Lthe Oil Campanies natifying the Slate of theit inlention 1o
haum hale 2 Block ondet sectioh 28 of the Offshole Act, all the provisions of the
Offshote Act shall thetenpon cease 1z apply 1o the Licenoe, 1he provisions of the
Onshove Act specified in Claose 30.2 shall contihue 1o apply thetets and 1he
termaihi hg plovisiohs of the Ohshove Act shall theteupah apply 1o and ih vespect of the
Licence 12 the extent io which they ot any of then ave ot is capable of so applying and
the Tl mister.

30.5 The State will prepate and subumt 1o the O8] Cowmpanies 2 imap of the A lea
showi ng the subdivision of the Avea inle Blocks. Such subdivision will becohsistent
with 1he existing subdivision of 1he avea of the Tettilotial Sea and Continental Shelf
of Papua Mew Guoinea.

305 Molwithstandinganything contained in the Onshove Acl ot the Offshote Ac1,
the Licence shal| be deciped 1o have been glanted 1o the 0] Cownpanics fot a tetm of
six (5] peals comumencing oh the fitst day of September, 1975,

30.7 Wtihe 0l Caunpanies have complied with the Licence Conditions and
ptovisiohs of the Acts ih so fat as they apply 1o the Licehces and the Alea o the date
of comimencement of the Act veferted 1o ih Claose 30.3 the State shall forthwith after
such comoencement gran 1o the 04l Cownpanies onder soch hew Act, and in
subslilnlioh for the Licenoe, the necessaty Lighls and titles 1o authelize the CHl
Cownpa hies 1o cohlinoe 1o explote and prosped for Peltolenm ol to plodoce Peltalenn
discoveted within the Avea on telims hot less favoutable than those previous|y
applicable.

N WITNESE whereaf this Agreeinent has been dol y executed by the Palties, the day
and yeat fist hetei hbefote wiitlen.

Sighed for ahd oh behalf of the Thdependent |

Htate of Papua New Guinea by the Govethal | Iohn Guise

General , Sir Tehn Goise, acting with and ]

ih accoldahce with the advice of 1the Matichal ] Johh Goise,
Executive Council: ] Governor Geneal

C ¥an Leishouol

Wilhess
The Cowunoh Seal of Endeavoot Oil Campany ]
M.L. was heveunlo affined 1h accotdance with ] E.A. Webb
ils Auicles of Associalion and 1h the plresence 1
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L.J. Caiths

Secretaty

Zighed, sealed and delivered oh behalf of Esso
Papua Wew Guoinea The., by its dul y constiinted
Atlothey in the presence of: ]

F.M. Hooke

Withess

The Comnoh Seal of TOL Peltolenn Limited
was affized hevelo ih the plesence of: 1

R.I. Knhott

Sectelary

—-99 _

Dhreciol

) K. Richads
]

Atflothey

1 R.T. Madigan

Dhreciol
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SCHEDULE 4
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Sec. 1.

AGREEMENT
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THLS AGREEMENT mmade the ... day of ... , 1976 BETWEEN THE ITNDEPENDEMNT
STATE OF PAPUA NEW CUNEA [hetein called "the State”) of the fitst pall and
EMDEAYOUR OIL COMPADNY M™.L. (hewein called "Endeavouor”), EZZ0 PAPLA
MEW CUMNEA TNC. (hetein called "EPMNG"), and LIOL PETROLEUM LIMITED
[hevein called "TOL") (hevein called collectivel y "he Ol Counpanies™ which
explessioh shall be taken 1o tefer also 1o each such cowmpahy sevetally) of the second

paltl:
WHEREAS
A Peltolewn Licence nmmber 7 issued potsoant 1o the Peliole i [Prospecti ng

and Mining) Act 1951, 15 held by the Ohl Counpanies subject 1o 1her vespective tights
and obligatichs as specified—

(1) inthe said Peticlemn [Prospecting and bining) Act 1951,

[11)1h the said Pelielenwo Licehce huwober 7,

[i#1i)  in an agreement dated Way Hh, 1971, between Endeavouot of the fist
patt and TOL (LOL thetein being tefelted 1o as "Ihietstate O8] Lirmted") of
the secohd palt ahd cetlain olhel agieements thelein tefetted 1o, and

[1%] 1h an agtecment dated Lthe Sth Blay, 1975 aochg Endeavoor and TOL
of the ahe patl and EPNG of the othet pait,

in each case as valied by 1his Agieeent;
B. The Stale recoghizes—

[i] that discovety of comunetsial guantities of Pettalenin in Papua New
Guinea will be of major ecohoumic s ghificance 1o the people of Papoa
Mew Goinea,

[ii]that 12 have the greatest likelihood of discoveling comunetcal quantities
of Peltelemn the State intends 1o vely oh and petnil caunpanies such as the
0| Couwmpa hies 1o explote for and produce ahy Peltolenm discovelies,

[i#11]  thatthe Ol Cownpahies will spend latge suirs of mohey oh explotatioh
for Pettolenin and oh developoent of facilities 1o pledoce ahy comimetcial
quantities of Peliclenn discoveted, and

[iv)  thatthe abilily of the 0il Counpa hies 1o spend ameunts of mohey
vefetied 1o above will be dependent in pait upon the cetainty and leng
tetin slability of the tetims upoh which the State petimits 1he Chl
Compahies 1o opetate within Papua Mew Goihea.

C. The Slate is ahxicos fo ehsute that the development of any coumpetcial
discoveties of Pettol enm wil | secute the mmaximom benefit for and adequately
cohllibule 1o the advancement and the sacial and ecohoumic welfate of, the people of
Papua Mew Guinea, 1hclodi ng the people ih the vicinity of the 0il Counpanies’
opelatiohs in 2 1wanhel cohsistent with theit heeds and 1he piotecticn of their

ehvi lehment.

O The Slale proposes 1o inttedoce and spensar in the Maticnal Patliament by its
fitst sitting in 1977, a Bill for ah Act to provide fot explotation for ahd predocticn of
Petiolenim ih aveas othet thah 1he offshove avea within 1he meaning of the Pellalemn
[Subioerged Lands) Acl 19735, and i 15 the $1ate’s intentien that such Bill substantially
teflect the spitil of this Agtesiment and conlaih he plovisions which if enacted would
matetiall y affect 1he Hights and ebligations of the Dil Cawnpanies heteandet.
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E. The State and the 0] Campanies have agleed oh 2 hnbet of mmattels which
ave sel ool in this Ageement and while ack nowledging that legislative sovereignly in
Papua ew Guoihea s vested in the Matichal Patliunent wish the mmatters agreed upoh
o ah enduting attangement and de het inlend that 1they shouold be alteted other than by
agreesmeni between the Sate and 1the Oil Cownpanies

NOW THIS AGREEMENT WITHESSES AS FOLLOWS:
Articlaq1. Definttlons

Lh this Agreement, uhless the cohlext ot herwise begqui bes:

"Accumnlated Liakaiy” has the ineahing asciibed o1l i Claose 13.1;

"Acts" imeans both 1the Offshore Acl and the Onshore Acl;

"Affiliated Cotpotatich” ioeahs, ih telatich 1o any Party a velaled coumpany of
that Paity and "velated coumpany™ has the saoe ioeaning asclibed thereto
by Section 6(3) of the Coammpanies Act 1963,

"the Aglesment” mmeahs this Agreement 1ogethel with the Anhexoles helelo;

"Approved Proposals” ioeans proposals of anended propesals subimitted to
the Blate pulsnant to the plovisiohs of the Offshote Act and apploved
putsnan to thal Act;

“the Avea” imeans the Avea coweled by the Prospecting Licence,

"Budget Yea" ioeans a calendar yeal couunencing oh 1si Tanoary and ending
ah the next succeeding 3151 Deceinbet;

"Citizen" means a citizen [whethel natotal borh or hatoralised) of the State;

"Developument” mmeahs activities in ol in telatioh 1o 2 Development A tea
catlied oh ih accotdance with the Operati hg Agrecioent ot Joinl Opetating
Agreement fol the purpose of constructing and installing the faci lities and
inftasituclole hecessaly Lo ehable Praduction ficum the Avea,

"Development Avea” ineans the Blocks commplis ng a Developinent Licence;

"Development Licence™ 1oeans 2 Developoent Licence granted under the
Offshote Ac or a lease granted undel the Onshote Act within the Licence
Area,

"Exploratioh” and "Prespecting” meah activities ih ot 1h kelatioh 1o the Avea
cattied oh fol the putpase of identifyi g in the fist instance the locaticn
of ahy Petiolenn tiaps ih the Avea ahd thereafiet 1h velatich 1o each
Petliolenn ira p 1o detetim ne whether 11 constitoles a veservoir conlaining
sufficient Peltelenn 1o justify Development,

"Foregehe Preduction™ has the ioeaning asclibed 1z it in Claose 13.1;

"Investigaticns and Stodies” means the i nvestigations and stodies requived by
the Blinister ohder seclioh 284 of the Offshote Act;

“Izinl Operating Agreaimehl” 1oeahs 1he agleeinent 1o be hegetiated by the
Palties ih substitotioh fot the Opetating Agteaiment,

"Licence” and "Petrolenn Licence” ioean Peltolewn Licence LT ot any
tehewal, exlensionh ob teplacemenl theteof issued pulsuant 1o the
Peticleun [Frospecting and Bilining) Act 1951,

"Licence Canditions” 1oeans those conditions incloded in the Licence o any
Developument Licence by the BMinistel as provided for in the Offshore Act,

"Licehce Yeal" ioeans a 12 mmohth peticd coumunencing ih the fitst instahce oh
15t Beplembet, 1975 and 1hereafiet the 12 imenth pelicd comunens hg oh
1=t Septeimber in each year;
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"Offshote 4c1" ioeans 1he Peticlenn [(Suboeiged Lands) Act 1975,

"Ohshobe Act” means the Pellolenn [Flospecting and Bfining) Act 1951;

"Operati ng Agreament” mmeans the foun of Agreemnents which cownplise
Anhexote "A" 1o this Agteanenl as unended fioun titme 1o time by the
Pauies herelo,

"Opetati hg Cowmumitee” has the swoe ineahing 1h 1his Agleeinent as the
1oed hing aschibed 1o 11 10 the Operali ng Agreeinent;

"Opetations” meahs cpetations ahd activilies cattied ool ondet the Operating
Agreemment and the Joint Opetating Agreenent and 1hclodes Explotation,
Developument ahd Praduc hg ot ahy of them as the cohlext pelimits,

"Pary” or "Paties” ineahs respectively a parly of paies to1his Agreament
ahd theil vespeclive successols ahd petinified assighs;

"Patticipating Lhievest" mmeans the ohdivided petceniage intetest of each of the
Gil Companies in the Yenture Assels inupediatel y plict 1o the ass ghioent
1o the Slate of its Ventote Tnierest. A11he date of this Agreenent the
res pective Paticipating Tnlevests ave:

Endeavour 5%
1oL 256
EPFMNG S0

"Petrolenn Lheoune Tax” and "Additichal Profits Tax" have the sume
imeahing ih 1his Agreeinenl as the ineahing aschibed 1o them in the Thoouoe
Tax Acl 1959,

"Posilive Day" has the imeaning ascribed 1o ilin Clavse 13.1;

"Preducing” ioeans aclivities invelved in ob in velalieh 1o ptedoc ng, keating,
transion it ng, 1tans potti ng, stoting ot handli ng of Petiolenn prodoced
froum within the Avea, and incl udes exttactich of Peticlenm by any
petinfled ioethed, and all wolk and operatichs hecessaly ol convenient
fol the foregoi ng,

"Preductich Shave” has ihe moeaning asclibed 1o 11 1n Clanse 13.1;

"Shotifall Peticd" has the imeani ng asclibed 1o itin Claose 13.1;

"Simple Thietest” has the ioeaning ascribed 1o 11 in Clavse 13.1;

"Epecified ¥oluoe” has the ioeaning asclibed to it in Claose 141,

"Yenlure Assels" means Propeily whether real or peisenal ewned at the date
the Blate gives holice ohdet Clause 13.3 ob theteafler acquited as tehants
in cowmimeh—

[a) by the Oil Counpanies ih plopottich 1o theit vespective Partic pati hg
Lhtetest until the State elects io acquive i1s Yenlote Thtetest, and
theteafier

[b) by the Paiies in propoiion io their vespective Yenlote Tnievests;

and ihclodes the Licence, ahy Developiment Licences glahied cwel the
Apea, matetials, plant, and equipioent and any Pettelenn discovered in 1he
Alea,

"Yentote Interest” moeans the ondivided petcentage intetest from tioe to time
in the Venture Amsets and Opetations of 2 Paiy after 1he assighioent 1o the
Htate of a percentage i ntetest in the Wentote Assels and Opelatiohs,

"Works and Facibties" and "Wotks or Facilities" have the mmeaning ascribed
io thewnin Aticle 15,
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"Block”, "Moun Puce”, "Peticlenn”, and "Eoyally” have the sune ioeaning
in this Aglteeinent as the ioeaning asclibed to them ih the Offshove Act.

Articla 2. Interpratation

21 Tnthis Agreeioeni unless the context clherwise veqoi es—

[2) mehelaty teferences ate befete noes 1o Papoa Tew Guinea coltency uhless
ctherwise specifically expressed,

[b) the headings de net affect the intetprelation of constiuction,

(=) vefetence 1o ah Act ihcl des the amendiments 1o that Act for the time being
in foloe and also to ahy Act passed ih substilution thetefor ahd any
tegulatiohs fol the time being ih fotoe thereandet;

[d) wotds iunpotling 1he singular 1nclude the plotal and vice veisa;

(€] wolds unpotling any gender incl ude the ot her genders;

[f) vefetences 1o 1 pelsoh include 2 cotpatalion ahd vice velsa,

[g) vefetence 1o an Adicle, Claose ol Sobclanse is 1o an Aticle, Claose ot
Sobclanse of this Agtecment,

[h) vefetence 1o a Wi nister shall ioean the Binister fol the time being having
vespohs bility for the paticolal subject mmatlel accoldi ng 1o the contexl.

22 Whetcahy ptovisioh of this Aglecinent constitules ah ohdeitaking by ohe of
the Palties 1o make a payinent ol to petfolin some act ol to cally ool scme obligatich
ol 1o assuioe sone besponsibilily o Hability or e gant scune Hght, cohcessich o
advantage that Paily shall by ils execution heteof be deened 1o have covenanted and
agreed with the clher Paly accoidingl y and whete any such provisioh constitules such
an undetlaking by the Ol Companies there shall be deemed 1o be a covenant and
agteeinent by all of them jointly and each of themn sevetall yin vespect of such
uhdertaking.

Articlea 2. Effact on and of othar bbws

3.1 The Auicles and Clauses listed in Clavse 3.2 are 1o have the force of law and
apply hotwithstandi g ahything 1= the contialy in ahy othet law in fotce in Papoa
Mew Guihea, ahd ho law at any limoe in fotee in Papua Mew Guihea mnade afiet the
commmenceme nl of this Agreement shal | affect those Aicles and Clanses:

[a) unless the conttaty inentioh appeals explessly inthal law; or
[b) except as provided by 1his Agreeioent.
3.2 The plovisiohs of Clause 3.1 shall apply 1o the following Auicles and
Clauses:
[a) Aticle 5
[b) Anticle &
[c) Clapse 17.6
[d) Clanse 28.1
[e) Aticle 30 except for Clause 30.3 and 30.5.

Article 4. Gondltlons pracedant

+.1 A= sooh as beaschably praclicable afiet execotion of this Agresnent the State
shall intledoce and spohsct in the Matiohal Patliament in a fotm agreed opoh by the
Paities, a Bill fol ah Act 1o applove this Agreeinent ahd 1o give the folce of law 1o the
Anticles and Claoses specified in Claose 3.2.
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42  This Agteemeni shall be woid and of ho effect and nohe of the Paities shal |
have any claim against any other Paly with respect 1o any mmatier crihing atising oot
of, dene or petfolned under 1his Agreement ohless the Act refetved 1o in Subclaose
+.1(a) shall come inte effect ptict 1o 3151 day of Mawch, 1977.

Articlas.  Currancy

51 Wouds and explessiohs which have a cellain imeaning whete used in the
Foleigh Exchahge Fegulatichs mmade ohdel the Cential Banking Act 1993 shall have
the sa1me meaning whete used in this Article 5.

52 The 0§l Campanies shall be entitled 1o vetain in foteigh cattency culside
Papuoa Mew Goinea ploceeds of sale of all Peltelenn prodoced by the CFl Compa nies
ahd expolied ovelseas 1o the exlenl hecessary 1o ehable the Oil Compahies 1o meet
theit obligatiohs 1o pay foteigh cattency duti hg the ehsuing three [3) mohths in
ves pect of:

[a) the piincipal of, inlevest and selvices chalges oh and other fees and
expenses belated to loans made 1o the 04l Campanies in foleigh cotvency
for putposes of their opetations under this Agteenent by persans not
tesident ih Papua Mew Guihea, whete the telirs of such leans have been
apptoved by the Bank of Papua Mew Guihea under the Foteigh Exchange
Regulatiohs; and

[b] cowumiments in foteigh coltency Lo petsehs hol tesident in Papua MNew
Guinea fot 1he suppl y of goods and setvices to the 08 Campanies
[incl uding capital goods and selvices of foleigh emmployees and
cohsullanis); ahd

() cowmumiiments in tespect of dividends payable 1o shateholdets vesident
oulside Papua Mew Guoihea,

provided that the aimounts concethed ate exlablished 1o the teasohable satisfaction of
the Slate.

5.3  Whete ainounts of foleigh cuttency expecled 1o be tequited by any of the Oil
Cownpa hies fol the putposes desclibed in Claose 5.2 10 ahy thiee imenth peticd exceed
the ancunts of foleigh cuttency eathings expecied 1o be teceived by any of the Ol
Cowopa hies in that petiod, such 0l Campany way vequest Lhe State 1o hold foreign
cattency for it 1o the level of Lthe possi ble shottfall botl net exceeding foreign cattency
bequibeime his for potposes of loan repayiments wheteupoh—

[a) the Oil Company cohcethed shall hotify the State of the amoont of the
expected shottfall and the cottencies in which the shattfall is likely 1o
occul;

[B) the State, afier consullatich with 1the Bank of Papoa Mew Guinea, will
advise the 0§l Campany cohcethed of the Kina equivalent of 1he shautfal|
al the exchange tate then prevailing;

(=) the Ol Campahy cohcethed will lend 1o the Slate and the State will
botiow flioun the 0l Compahy cohcethed that unount in Kina;

[d) the Slate through the Bank of Papua Mew Guinea will hold deposits of
foleigh exchange in the cottency 1o which payments will be mmade and of
unouhts sufficient 1o imake such payioents ih accatdance with the notice
which the il Company cencerned has given 1o the State onder Sobclause
5.3[a);
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() the Slate will pay intevest 1o the 04l Cawnpany concethed oh such foteigh
cullehcy deposils ala ate pel ahhwn which is the tate which the Bank of
Papua Mew Coihea eaths fol the State oh those deposits less ohe half of
che percent [0.5%:) pet anhwn 1o covel the Bank of Papoa Mew Guineas
adumn histralive ahd overhead costs, and

[£) the State will vepay ahy lean mmade by the 04l Company cehcethed ondet
this Clapse 5.3 in the cotvencies in which the deposils ate held al the timme
paynents ih those cotlehcies by the Ol Company cohcethed ave doe, such
unouhts ih foteigh cottehcy 1o be applied ih dischatge of the Kina ammount
of the oligihal loah at the exchange tate tuling at the time of the otigi hal
lzan.

54 The Oil Caunpanies will het be subjedt 1o ot himied by regulations ot statoles
telating = foteigh exchange and the conltal theteof 1hat ave less favoutable 1o the Chl
Counpa hies ot ahy of thew than the tegolatiohs and slaloles of genetal application to
petsans dealing with foreigh exchange in Papua Mew Goinea hat will regulatiohs or
staloles el ating 1o foteigh exchange and the contrel theteof be applied in velatich to
any of the CH| Coumpahies ih 1 mannet |ess favootable 1o thean than the mannet in
which 1they ate genetall y applied 1o cthels 1o whown they ave applicable.

55  Atall tunes the Ml Compames shall have the tight 1o buy and sell Kina at
tales of exchahge ho less favootable than those available 1o ol her commetcial buyers
and sel lets of that cotiency.

5.6 The Oil Companies imay establish foreigh cuttency accounts i Papua Mew
Guoinea PROYIDED THAT such deposils do het conltave e Exchange Contiol
vequiteine his ahd contain deposils consideted by the Government 1o be reascnablein
vel atich 1z the Oil Companies’ heeds.

57 Unles ciherwise ditected by the Stale and except a5 provided in Clapses 5.2
and 3.6, each 0il Caunpany shall conver all its foreign cutvency eathings foun
Opetaticns under this Agreement inie Kina and wemmt the proceeds 1o Papoa MNew
Cuihea to 2 bank account i the haoe of the 0§l Cowmpany fol its ose.

5.8 Totwithstanhdinganything o the cohtlaryin the Acts, the Matichal
Ihvestioent Devel cproent Authotity Act, the Thooune Tax At or other legslation
appl i hg 1o the Opetatichs, the il Counpa hies may—

[2) keep theil books of account ahd other vecotds in both Kina and United
Sates dollars; and
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[b) moake all calcolations under any stalole ot vegulaticn (incloding but
withoot limiting the geneta ity of 1he foregoing calculations for Royalty,
Petrolenn Thooune Tax, Additichal Profits Tax) and for Fotegone
Productioh, ahd Specified Vol woe ahd cthel matlers atising undet Lhis
Agreeinent, the Opetating Agreeinent ahd 1he Joint Opetating Agleciment
in Kina or United States dellats. When appl ying fot the fitst Developmoent
Licenoe within the Avea each Oil Commpany shall elecl 1o mmake such
calculations theveafier in either Kina ot United States dellars. If such
calcolatiohs ave mmade 1h United States dollats the Sate shall accept
payment of suchlaxes and olhet mmoheys in Kina cohvelled fioun United
Hlates dollats as provided in the following fotmula:

K=5=z2D
whele,

K moeans the smoin Kina payable 1o the State for any of 1he stated
putposes,

5 moeans the smm explessed ih United States dellals 1o be cohvelted
1o Kiha;

[ ioeans the woean of the avetage of the Dail y Published Buying and
Eelling Rates of Kina against the United States dellat doting the
Budget Year, ot ih the case of Eoypally duting the month, fot which
the calculation 1s being toade. The "Crail ¥ Published Buyihg and
Selling Rales" means the boying and selling Lates fiow time 1o time
published by 1he Bank of Papua New Guinea o such othet buying
and sel ling tates as iway fiowo time 10 tioe be published and
tecoghised by the State as the official buying and selling tate. Th
calcolati hg the imean of the avetage of the Daily Published Buying
and Selling Rates the avetage of the buying and sel ling Lales
applying oh each day oh which the Bank of Papua Tew Guinea is
open 1o the public for business flansactiohs shall be aggtegated and
the vesull divided by that saoe nouober of days.

Articla B. MDA reaglstration

6.1 Metwithstandinganyhing expless|y o unpliedly 1o the contrary cenlained in
the Matiehal Thvestioent and Developioent Act 1974 and in patticolar netwithstanding
the pravisions of Section 4+ of that Act, the Cil Companies fiown the date of issoe of
the fitst Dievelopuioent Licehce shall be decioed 1o be tegistered undet that Actin
tespect of the activities of Explolation, Developioent and Predog hg (bot not
including vefining of clude @il) and olher activities necessatily i ncidental 1herele and
comenplated by ot requi ved 1o catty cul Explotation or the Approved Proposals, on
the following conditions:

[a) the Ol Coumpanies shall het withou 1he approval of the atichal
Ihvestiment ahd Development Aotholity carty oh ahy activities excepl
those hecessalily ihcidental 1o Exploration or the Approved Proposals,
and

[b) the registtaticn shall be fol the dutation of this Agrecioent and shall be
demned 1o be cancelled upen the tetim natich of this Agreewent fot any
teasohs whalsoevel.
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Articla?.  Proposals

7.1 The Oil Caunpanies shall subumit 1o the State in suppott of any application fot
2 Developioent Licence and in addition 1o detailed ploposals as teqoived by secticn 30
of the Offshote A
[a) the financial analysis of plospective cash flows of the Dpelaticns;
[B) mmatters which the Ol Coumpahies imay cohsidel televan! io suppoll a
request putsuahi 1o Claose 295 that the State elect 1o acquoite a Ventowe
Intetest less than the mmaximom provided for in Claose 13.3.

7.2 The State shall iteal as cenfidential all mmatetial and infelmation sopplied 1o
the Slate uhder Subclaose 7, 1(a) and ondet Sectich 284(3) of the Offshote Act being
the vesulis of stodies vefetred 1o 1h Section 284[2)(a) and [b) of that Act PROYIDED
THAT if this Agtecioent is letiminaled as provided in A licle 26 the matetial and
infalmatich shall becowne the propeily of 1he Stale and woay be used by the Statein
such mmahhel as it thinks fit.

7.3 Hihe Oil Conpanies desite 1o madify, expand ot clhetwise substantially
valy theil activities beyohd those specified in any Apploved Ploposals, eithet by
ohdettabing ahy hew activily ol by 2 mmajot eapansich of activities specified in the
Approved Proposals, the 0il Cownpanies shall give hotice of such desite 1o 1he State
and within twa mohths theteafiet shall subunit 1o the State detailed ptoposalsin
tes pect of the desi ed ioodi fication, expansicn o vatiatich.

Articla 8.  Gonskeration of proposals

2.1 The Zateshall het ohreaschably withhold 11s apploval o the proposals
tefetted 1o ih Subsectich 30(1)(c) of 1the Offshore Act and if the State apploves soch
pleposals withoul unendment, i shall netify the 04l Companies accotdingl y al the
suoe tune as the Bl nister setves oh the Gil Companies the insitooent ondel sectich
31 of the Offshote Act.

2.2 T 1ihe Sale does hotintend 1o applove withool amendioent the ploposals
refeted 1z ih Subsection 30[1)ic) of the Offshore Act, the State within thuee (3]
manths of tecei pl of such proposals shall netify the Dil Cowmpanies that i wishes to:—

[2) defel considetatich of ot decisieh upeh the sune uhtil such tiwe as the Cil
Cowmpanies subumit a fulthet propesal ob proposals in respect of some
mmatiet mentiched in Sectich 284 of the Offshote Acl hol coveted by the
s1id proposals and 1h such case the State shall disclose 1o the Ol
Cownpanies the teasons thetefol and specify the futther proposal ot
ploposals; cr

[b) approve 1the said plopesals subject to the Ol Cownpanies mmaking soch
alletatich thetele ol cownplying with such condilichs as the State thinks
teasanable and in such 2 case the Slale shall disclose its leasehs fol
vequiti ngsoch altetations ol iioposing such conditicns.

2.3 Tihedecision of the Slate is 1o be as mentiohed in Clause 8.2 the State shall
affotd the Oi Cownpanies full oppolionily 1o cehsull with it and shoold the Cil
Cownpa hies so desite, 1o subinil hew proposals either genetal ly orin vespect of scuine
patticolar mmattet.
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Articla8.  Tralnlng and locallsatlan

2.1 The Oil Caunpanies holding a Development Licence ih tegatd Lo any pail of
the Avea shall pleglessively teplace foveigh petsonnel [employed with 1he apploval of
the Slaie) with Citizens, 10 accoltdance with the training and lecalisation plogranme
which foums pall of the vepolt furhished 1o the Tinister undel seclion 284 of the
Offshote Act PROVIDED THAT if the ttaining and lecalisation pleglanine is
distupled by citcmmstahces ol events [whethet ol hot they constitote fotce majente
within the meaning of Auticle 11) which make it difficult or impess ble fou the Cil
Couopa hies 1o counply with Ltheir obligaticns onder such pregranioe, the Chl
Counpa hies 1oa y give hotice theteof 1o 1he State, togethet with allethative ot tevised
plans te achieve 1he objects of the pait of the 1iai hing and lecalisatioh proglanioe
which is affected, and the State within one [1) oonth of 1hat hetice shall either—

[a) applove those alterhative ol tevised plans; or

[b) meetl with the Oil Companhies 1o discuss 1he alterhative ol levised plans. If
such discussiohs do hot lead 1o the State’s approval of alterhative o
vevised plans, which approvals shall net ohreaschably be withheld, the Chl
Couopanies shall be bound by their otig nal obkligaticns ondet the i ning
and lecalisation preglanioe, except that they shall net be liable for any
delay cansed by fol lowing the procedutes undet this Subclanse and

subject always 1o the 0§l Compahies being able 1o claim force majeate
phder Aticle 11.

22 The Blateshall give such assistance 1o the il Cownpahies as s beasohably
vequited ih the fotonalatich of Ltheit traini hg ahd localisatioh plogtanme ahd in
vectuitment of Citizens, and ohdel hotioal cohditions shall make available its facilities
fot vocatiohal and technical traini ng.

2.3 Training and instroction pursuant to the training and lecalisation progranme
shall be given by employess ot agents of 1he Oil Coammpanies whe ave proficient in the
English language.

24(2) The Ol Companies halding a Developoent Licence jointl y shall artange in
co-opetaticn with the Slale assi ghioents for 1he Stale’s Eioployees, not 1o exceed
mobethah ten (18] ihany year ot al ahy tioe, 1o the il Coampahies’ opetatiohs,
whether ih Papona Mew Goihea ol ovelseas, 1o assist 1h tkain hg such emoployess
fol mmanagetial, plofessional , and techhical pesitichs fol the State PROVIDED
THAT ifany il Cowmpany being a patly o this Agieenent has fulfilled ot
patily fulfilled a li ke obligation under any like agieeiment with the State i
which the Oil Counpanies ave alsz a paity this claose 2.4 shall be deemed 1o
hawve been fulfilled 1o 1he extent that such like obligatiohs have been fulfilled by
the Oil Coumpahies.

[b) The salaties ahd othet expenses of such Slate emmployess shall be bathe by
the State PROYIDED THAT whilsi any such Slate emmployee is divectl y
engaged in the 04l Caunpanies’ opetatlicns, salaty and expenses of such
employee shall be borne by the 04l cownpa nies.

95 s faras is placticable the il Counpanies shal| give fitst preference in

employinent 1o Cilizens whose place of arigin is in the atea of any Developient
Licehce.
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Articlea 10.  Local suppllas and businass devalopmant

12.1 The Oil Counpanies shal l:

[2) use and putchase goods ahd setvices supplied, ptedoced, ot wahofactored
in Papua Mew Gunea whenever the sune can be oblained ol commpetitive
prices and oh counpelilive lelims, cendilicons and delivery dates and avein
all substantive vespects of a quality compatable with those available from
oulside Papua Mew Guoihea; and

[b) encoutage and assist Citizens desi toos of establishi hg busi hesses
ploviding goods and setvices fouthe 0l Companies’ apetatichs ahd for
any fowh cohsitocled ptimalily for potposes of the D9l Companies'
opetalions and the tesidents theteof; PROVIDED THAT the Ol
Companies shall het be obliged or called npoh 1o grant o lend mohey 1o
ahy Papua Mew Goihea Cilizeh b ahy local entetplise; and

() make maximon vse of Papua Mew Cuoinea subcohliaciols whete selvices
of cownpa table stahdards with those cblainable elsewhete whethel inside
ol culside Papua Mew Guinea ate available flow then al competitive
plices, ahd oh compelilive lelims, cohdilions, and delivety ob petfolina nee
dates; ahd

[d) where it is necessary te umpoil vehicles, machi nery, plant or equipment,
and such itews ate hotl putchased divect fioun the manofaciover by the Ol
Cowmpahies, effect the putchase of such ilews thioogh ttadels opetati ng in

Papua Mew Goinea, PEOVIDED THAT such items ave available through
such lradels at 2 comnpetitive plice, and oh competilive lelims, conhditions,
and delivery date and provided always that the Ol Companies shall hot be
bound 1o comnply with this Subclavse in any case where comphia hoe would
adwetsel y affect the financing of the 0§ Counpa hies” opelatiohs ok ahy patl
theteof.

102 Thsofal as i s practicable, the 0§l Companies shall give fitst prefetence in
theil assistahce uhdet Subclause [b) and (&) of Clause 10.1 1o Citizens oliginaling
fieum 1he sub-plovinoe in which Peliolenn is prodoced.

Articla 11. Forca majaura

11.1 Any failore oh the pait of a Paty hetelo 1o compl ¥ with any of the tetirs,
cohditiohs, and plovisichs of 1his Agteeioent [except any obligation of the Ol
Coumpany 1o make payoent of imohey 1o the State) shall hot be gloonds fot
telimhation ob give ahothel Paity hevelo any claim fol dunages insofal as such failove
alises fion folce majenre, if the fst-ioentiched Parly hastaken all apploptiale
precantions, doe cabe and teaschable allerhative ineasutes with the objective of
avoiding soch fail uve ahd of cattyi ng ol its obligaticns uhder this Agtesment. That
Paity shall take all veaschable mmeasures 1o tewnove such inability to ful il tetirs and
conhditiohs of this Agteament with the minimom of delay.
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112 FBotthe putposes of 1his Agteement, folce imajeure shall include wat,
insotvection, civil disturbances, blockades, Hots, emmba 1goes, sitkes, bans, lioiaticns,
and ethel laboot dispotes [FROVIDED THAT the Chl Counpa hies shall ot be
vequived 1o agiee 1o a seltlewnent of any patticolar labout dispute solel y fot the
putposes of tetminating a conditioh of fotce mmajente), land dispotes, e pidemics,
ealthquakes, stotios, floods, ot othet advelse weal hel: conditiohs, eaplosicns, fites,
lightning, bleakdown of machi nery ot facilities, shotlages of laboot, Ltans potiaticon,
foel, powel ot essential plant equipioent, ol mateials ol ahy othet event which the
patiy claiming foloe mmajente could net teaschably be expecied 1o prevent ot cantial,
and in the case of the 0l Counpanies shall inclode any delay or failuve by the State 1o
give ahy cohsenl ol apptoval requited uhder this Agreemment o uhder ahy applicable
law, butl shall hat inclode any event cansed by the failute 1o obselve good o lfield
plactice not ahy evenl cansed by negligence in the plovision of adequale supelvisich
of the Opetation.

11.3 The 0¥l Cowopanies shall natify the Stale oh theit becowmng awate of an
event of foloe imajeure affecting theil ability 1o fulfil the tetios and conditions of this
Agreement, ol ahy evenl which imay endangel the hatoral resouolces in the Avea and
shall sumlatly notify the State oh the vestotation of hotml cohditichs.

Articlea 12  Extansions of tima

12.1 Motwithstandingahy plevisien of this Agteaoent, the Slale mmay at the
request of the 0§l Commpanies fioum tiioe 1o time extend any petiod tefetved 1o in this
Agreeinent fot such longel peliod o substitole for any date tefetved 1o in this
Agresment such later date as it thinks fit, hotwithstanding that at the time of such
cxlehsich ol subsiilotich such petied wmay have expived ot such dale inay have been
passed.

Article 13, Stata participation

13.1 Tntihis Agteement, ohless the context clhelwise tequoi les:

*Accumnlated Liaka hty” ioeans ah ancont caleolated 10 accotdance with the
following fonmula:

AL=FVL[B+H+OC)+5-F

whele,

AL s the State’s Accmmulated Liability 1@ ah Oil Cowmpany;
EV1is the Slate’s Venture Intetesl expressed as a fraction,
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E iz the uncunt of allowable explotatich and prospecti ng
eapenditule as defined in Subsection 164E(1) of 1he lhoowe Tax
Ac1 1951 ot which would have been allowable bot for an election
ohdet Section 164T of thal Act spent by the 0§l Campanyinotin
relatich 1o the area between Seplemmber 1, 1995 and phiot 1o the iss0e
of the fitst developioent licehce ovel: pait of the Artea and in
tecoghition of explotatioh and plospecting opelatichs conducled by
the Parties pulsuant 1o tights or tilles held by thewn ptict 1o
Seplember 1, 1975 soch additichal aimounts of allowable
explotaticn and plospectling expendilote, defined as afotesaid, spent
by the 01l Cownpany ih atin telatioh 1o the Avea plict io Septeinbel
1, 1975 and within 11 years prict 1o the isoe of 1he first
developoent licence ovel pall of the Atea, PROVIDED THAT if
the e of the licence is extended as plovided in Sectioh 234 of the
Offshote Act thereafiel the ancunt of al lowable explatation and
prespecting expendilore, defined as afoltesaid, shall be redoced each
yeal duti hgsuch extended tetin by the ancunt borhe by the 01l
Cownpany of the total ammount expended with the apploval of the
Opetating Comnities oh Opetaticns duting the 12h year preceding
that year.

[ is 1he soum of 1the unoconts of allowable capilal ex penditote and
allowable explatation and prospecting eapendilute as defined in
Sectiohs 1644 and 164E of the Thoowne Tax Act 1951 o which
would have boch allowable but fol the electich uhdet Sectich 164T
of that Act spent by the Oil Company in ot ih lelatich 1o the Aiea
after the issue of a Development Licence and duoting a Shottfall
Pericd,

0C 15 the ammount spent by the Ohl Commpames oh Operatiohs duling
2 Shoufall Petied and hotincloded in Ecr D

515 the wncont paid by the D1l Cownpany 1o the State undet Clanse
137,

F is the valoe a1 Molm Plice of Folegohe Plodoclich received by the
01l Cownpany less any aoounl paid uhder Subclanses 13.8(a) and
LN

"Botegohe Production” means the vol nioe of 1he State’s Prodoction Shate
fovegone in favour of the 0l Caunpanies orany of themi n satisfaction ot
patt satisfaction of the itewns vefetted 1o ih Claose 13.8,

"Positive Day” moeans a day oh which the Slate’s Accumuolated Liabihity 1o an
Chl Cownpanyis redoced 1o zelo;

"Productioh Shate” mmeans a plepotlion of the Peltolemn produced from
within the Avea equal toa Pally's Yentlove Tnterest which a Pauly fioun
timme 1o lime 1may be entitled 1o teceive and sepa latel y dispose of,

"Shotifall Peliod" moeans a conti nuoos interval of tioe doting which the State
has and cohtinues 1o have ah Accumulated Liability to ahy ohe ot mete of
the 01l Coumpanies;

"Smple Thierest” mmeans a petcenlage inletest tale equal 1o 5 petcentage
paints in excess of—

-113 -

Sch. 4



Sch. 4 Petroleum (Gulf of Papua) Agreements 1976

[a) the anhual tate of inletesl oh dowestic cotpolalion bollowings lated
A&d inthe U5 A, as poblished in the Solvey of Cottent Busi ness
by the U.5.A. Departiment of Camnetce—Butean of BEconamic
Analysis applying al the date of issoe of the fiist Devel opment
Licence issned over pail of the Avea, such rate 1o be adjusted
quatietly;

ol

[b) if such tateis hot published, 2 commpatable tate detetim hed ih such

imannet as the Paties shall agres,

13.2[a) The Patlies shall setile the tetirs of the Joint Opelaling Agleeinent as sooh as
practicable. Excepl as provided in Aticle 27, 1hat Agreeinent shal | acoord
substantially with the Opetating Agtesment bul shall be subject 1o the tetms of
this Agreement and in the event of inconsistency, this Agreement shall prevail,

[b) The Joint Opetating Agtecinent shall take effect when the last of the

Paties execules such Agreeiment.

13.3(a) The 3tale ;oa y acquite ah uhehcmnbebed 1nierest 1h the Yenlobe Assels and
Opelatichs 1o 2 howmhated petcentage (hot exceeding 224 petcent eithel of such
Venlute Amels ahd Opetatichs ot of the Patticipating Intetest of ahy palliculat
0il Cownpany] by giving hetice 1o each 01l Cowmpany 1o that effect within foat
[+] mmenths aflel the issoe of the fitst Devel opuoent Licence ovet pail of the
Avea. On and froun the fitst day of the calendar mmanth next followi ng the menth
in which the Slale gave hotice as afolesaid the Yentove Inetest of cach Chl
Cownpahy shall be equal 1o 1is Patici pati hg Thierest approptiately vedoced by the
1htetest acquived by 1he State;

[b) A sooh as practicable aflel the Slale has given hotice potsoant 1o
Sobclanse 13.3(a), 1the Palies shall execule the Joinl Opetating
Agreement i not albeady execoted) and shall de all things hecessaty
formal ly 1o vest that Thietest in the State;

(=) B within iwa (2) mmanths afler the issue of the fi 15t Development Licehce
ovel pall ofthe Area the State has hot given hotice ohder Subclanse [a)
the 0l Companies within the thitd mmenth afler the issoe of that
Development Licence shall give nolice 1o the Prime binister that such
election has net been inade by the Slate. Theteafier if a notice under
Subclavse [a)is hetl teceived by the Ol Companies within the tuoe
specified ih Subclanse [a) the State shall be deemed to have elected hot 1o
acquibe a Yentove hlerest.

[d) Botihwith afiet giving hotice ohdet Subclause 13.3(a) electing 1o acquite a
¥enlove Intevest the Siaie shall be entitled 1o attend and vote at all
meetings of the Opetating Commumittes and 1o teceive hotice and agendas
for all such weetings.

134 Encepl as clherwise provided in 1his Agreeioent each Paily shall takein kind
ils Prodoction Shate prodoced and saved from the A vea.

-114 -



Petroleum (Gulf of Papua) Agreements 1976 Sch. 4

13.5 Duting each Shettfall Period: —

[2) the State shal| fotege its Production Shate in faveur of these Ol
Cawnpanies 1o which the State has for the time being an Accmmol ated
Liability and the said Coumpanies shall be entitled 1o and shal [ take all
such Foregehe Plodoction fiee of ehcumblance in the sevelal propotiichs
which each such Chl Company's tespective Yentote Ihietesl beals 1o the
s of the Wentute Intetest of all such Companies;,

[B) an 04l Campany shall be entitled to vecoup cul of Fotegehe Preduction—
[11  the Sates Accmmolated Liabilily tosuch Oil Company; and

(1) Suople Ihlevest on the Slate’s Acconolated Liabilily cowmunena hg as
the case mmay be oh and fiow eithet,
aa. ihedale of the notice by the Stale under Clanse 13.3, ot
bb.  thedate on which such Oil Commpany veimboises 1he State
uhdet Clavse 13.7; and

counputed calendat mmanthl y fioun the 1s1 day of each soch woenth on
the ioean of the balances of Acciumulated Liability at the opening of
business oh the fitst day and closing of business oh the last day of
the calendal imahth fol which the calcolation is beihg mmade
PROVIDED THAT in deleunining the balance of Accumolated
Liability a1 the close of bosiness oh the last day of the mmonth, ne
teduction of the Accmmulated Liability for thal imanth shall betaken
inte account and in lew theveof the anount of Simple Tnterest
payable fol the imohth shall be reduced by ah uncont eqoal 1=
Sumple Inlevest calculated on the Amcuont by which Accmmnuolated
Liabkility is deemed 1o have been reduced 10 thal moenth as provided
ih Bub-claose 13.8(c) commputed fol Lhe petiod commencing fioun the
date Accomulated Liability 15 deeroed 1o have been tedoced 1o the
last day of that woenth; and
() sales of Petiolenn plodoced fiown the Atea by an CHl Cownpahy, 1o which
the Slate has fot the timme beihg ah Accumualated Liakility shall be deened
12 have been composed of pottioh of that 0l Companys Predoction Shate
and poltich of Fotegone Plodoction teceived by that 0§l Cowmpany in the
ves pective propotlions which thal Gl Campany’s Yenlove Thietest beals 1o
the predoct of the Stale’s Yentote Tntetest and that said 04l Cammpany’s
Ventote Intevest divided by the sum of the Ventove Tnterests of all il
Cowmpahies 1o which the State had ah Accumolated Liability at the time of
each such sale.

13.60a) Except a5 provided ih Subclause (b) the Paties shall beat all the costs of the
Opetaticns in prtopoiicn to ther tespective Yentute Inievests;

[B) Subject to Clause 13,10 duoting each Shottfall Petied the Chl Cowmpa nies
shall bear all the costs of the Opelatiohs in plopettich 1o theil tespective
Pauicipating Interests ontil the eccottence of the first Positive Day.
Theteafiet, duti hg the balahce of each such Shottfall Peticd the said costs
shall be bathe as follows:
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i)

by each Ol Cawpany e which the State fol Lhe time being has ho
Accumnuolated Liability—as 1o a percentage equal o its Wenluve
Tnierest;

ahd as 1o the balance

(i)

by these clhel Ohl Companies 1o which the State for the tune being
has ah Accumuolated Liability—in the several propoltiohs which
cach such Cowmpany’s tespective ¥Wentuobe Thictest beals 1o the sum of
the Ventove Intetests of all such Cownpanies PROVIDED THAT if
duting a Bodgel Yeal afler a Positive Day all of the Oil Cowmpanies
o which the 3ate has an Accuoolated Liabilily give notice to the
cther Cil Cownpa hies and prodoce evidence 1hal the State’s Yentove
Lntetest shate of the costs of 1he Operations forthe Budget Yeal
cxceed the value of its Fotegohe Production for the swne peticd all
Ol Counpanies shal | fotthwith courunence and theteafier continoe to
beat the costs of the Opetatiohs until the hext Positive Day in
ptepotiich 1o their respective Patic pati ng Interest.

137 Wdotinga Bodgel Yeal ot pati theteof which is hot a Shotifall Peticd, the
Sate gives hotlice o the Chl Cowmpanies and prodoces evidence thal the Stale’s
Wenlute Inletest shate of 1he costs of the Opetations fob the preceding petied of that
Budgel Yeal exceed the ploceeds teceived by the State flown disposal of the State’s
Productich Shate for that peticd the 04l Companies shall in plopoiticn 1o theit
tespective Pallici pati hg Thletests and within sixly (60) days after wecei pt of such
natice ahd evide hee veimbatse the Slate the umeont of such shoutfall.

13.8 Foregohe Predoctioh taken by ah il Coumpany shall be apphied in the
followi hg otder of prictity,

[2) 1o pay Rayally underihe Offshore Actoh such Boregone Predoction,

[b) 1o pay Sunple Tntetesl on the Slate’s Accumolated Liability calcolaled as
provided in Clanse 13.5;

(2] 12 reduce the Accmmulated Liakility 1o the said 04l Compahy. Any
tedoctioh of Accumolated Liability uhdet this Subclause 13.8(c) shall be
deeimed 1o be made oh the day the Chl Company 1s o teceive payioent as
plovided in ahy cohtract of sale fou Petialenin, which date shall be
cohsistent with and teflect tetins of credil allowed ot recognised by the
Wi histel as ptovided in Section Sch. 34 of the Offshore Acl ol as
clherwise agreed upon belween the State and the il Counpany.

139 Any tights under this Agtecioent in bespect of onsatishied Accnmolated
Liability shall cease and the State shall net be locked to fol tecoupunent ot
tei imbulsewe il theteat:
[2) by ahy Oil Cammpany oh teuninaticn of 1his Agteement as provided in
Allicle 25, ol
[b) by an Cil Company upon ils withdlawing fioum this Agteement and
suttendeting its Parlic pati ng Thietest or Yenlove Inietest in the Licence
and in all Dievelopnent Licences ovel any pall of the Area,
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13.10%When electing o acquite its Wenlote Intevest and theteafier al any Opelating
Coumimittes meeling al which Opetations and 2 Budgel ate 1o be agleed upon fot a
Budgel Yeal, the Slate mnay elect to conltibule all ot pait of its Yenluve Inietest shave
of costs ol expenses of any Opetations in tespect of which an Accumulated Liability
would otherwise accroe 1o any il Counpany.

13.11 Each 04l Coumpany shall within 30 days afiet the issoe of 1he fitst
Developoent Licence and theveafier, if the State has 2 Ventuve Thletest, hot less often
than half yeatly antil it shall have recouped the uncont of the State’s Accomuolated
Liability, furhish 1o the Slate details of and the uncon of such Accomolated Liability
fot the time being The Stale mmay tequite teascnable velification of such details and
wnoohis ihcluding ah andit as provided for in the Operating Agleement ot Lhe Jaint
Opetaling Agreeineni as the case ooy be.

13.12 Mot withstandi ng the provisions of Claose 13.7, if the Opetati ng Coumum fiee
reselves that a "Peticleum Pool” [which expression shall have the suoe ioeahing in
this Clanse as asclibed 1ol ih the Ofshove Act] has been depleted ih accotdahce with
good cilfield practice ahd that 1o conlinne Prodod hg from that Peltolenn Pool cahhot
be justified fol technical ol ecohoinic leasohs:

[a) the cosl of plugging and abandening all wells diilled inle 1he Pelteleom
Paol;, and

[b) othel cosls ahd expenses paid ol ihcotted ih tespect of dismantling,
vewnoi hig, dispos hg of, ob otherwise dealing with all stituctores,
ihstal latiohs, plant and equipuoent which ave Yenture Assels and which
had been equived for Prodog hg frowm that Petrale nin Pool,

shall be bothe by the Pallies in plopotiion 1o theil tespective YWentote Thiclesis.
Article 14, Disposal of State’ s productlon shara

141 "Specified Yol wpe” means that pail of the State’s Predocticn Shate which
the Slate wishes ah 0l Compahy to dispose of ah specifies ih 2 hotice ohdet Clause
142

142 Within 30 days afier the Opetating Commumities heeling 1o aglee upoh
Opetatichs ahd 2 Budget forany Budgel yeal in which il is expected that 2 Positive
Day will eccut the Stale way give holice 1o lhe Ol Cawpanies staling the S pecified
Weluoe fou thal Bodget yeal fot any ot each 01l Coumpany. Theteafler, the State may
give hol less than 3 moenths notice 1o any of the 0§l Campanies teducing ol i hebeasing
the Specified Yolume.

14.3[a)&n 04l Campany given hetice undet Claose 142 shall use ils best effolts 1o
dispose of a Specified Vol moe a1 a plice which after taking inle account the
mattets ptovided fob ih Sectioh Sch. 3 1o the Offshore Act will enable that Ol
Cawmpahy 1o accouhl 1a the State fol ah ammonnt eqoal 1o Motm Plhice in tespect
of thal Specified Vol e,

[b) Frow time 1o tirme ah 04l Compahny expeliena hg difficully in disposing of
any pal of 1he Specified ¥oluoe as plovided for in Sobclanse (2] may
notify the Slate accotdingly and thereafier the State and that Cil Cowmpany
will hegotiate in good faith in an effolt 1o vesclve the 04l Cawmpanys
difficulty,
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[a) shall rermain the praperiy of the 0l Campanies, which shall apply for,
take ool ahd vetain such patents and cthel techhology tights, in Papoa
Tew Guoihea ol elsewhete, as 1nay be hecessalty and desitable 1o protect
the sune; ahd

[b) shall hot be sold, assighed, licehced, suttendeted, ob ot herwise disposed of
by the il Companies excepl:

[i]  on the basis of an ai's lenglh tansaclich; and

[i1]  with the prict appieval of the Slate which apptoval shall hot be
uhreaschabl y withheld.

20.2 Coniracts 1o which ahy 04l Company is a paly pteviding fol the patchase of
the right 1o ose in the Operations any plocess, inethod ot othet technologica |
ihhevatich:

[a) which abe hot cohltacts al ano's lenglh, shall hot be entered 1 hie withool
the plict cohsenl of the Slate which cohsent shall hot be uhieaschabl y
wilhheld, and

[b) which ave contiacts al ato's lehgth shall be subumiited 1o 1he State for
infolimatich.

20.3 Fot the potposes of this Alticle the tetin "alum’s length” shall have the sane
meahing as ascli bed o 1110 Section Sch. 3.2 of the Offshove Acl, ercept that conllacts
fol ptovisioh of selvices which incidental 1o theit petfolmance tequite the oseof any
such plocess, ioethed of othel techhological inhevation the patent tights o which are
the property of any Ol Caumpany ot an Affiliated Cotpotation of any Oil Company
and which bot far the plovisions of Sectioh Sch. 3.2(c) would be al ano’s length shall
fot the putposes of this Clause be deewned 1o be at ain's length.

Articia 29. Assignmant

21.1 The State mmay assigh, wilthoul the consent of the CF | Companies, al | or pait
of its Ventuve Thtetest 1o ahy coltpolalicn, staluloty ot clhetwise, fouoed in Papua
Mew Guinea and either:

[a) whally cwned by the State, ot

[b) whol ly owned by 1the Slale and ancther cotpotation or othel corpotatichs,
slatlaty o olhetwise fotoed ih Papoa Tew Guinea and which ave
contielled by the State and in which the State has a1 least a 50% beneficial
intelest,

PROVIDED THAT wvested ih such cotpotatioh ol cotpolalicons ale powels ahd
finahcial capacily sufficient 1o ehable such of the Stale’s contino hg obligatiohs undet
this Agleement a5 ale assighed 1o such colpotatich 1o be fulfilled.

21.2 Subject 1o Clauses 21.1 and 21.3 and with the consent of the other Patties
which cohsent shall hot be uhreasshably withheld, all ob ahy of the Paities mmay
assigh, ol olhelwise dispose of Lheil intevesl ol lights uhder this Agleament.

21.3 Ththe case of ahy assighioent ondet this Alticle 21 the assighee shall
uhdetiake 1o the Slate 1o asome, cheelve and counply with all the cbligaticns of the
assighat ih telatioh to1he matlel assighed ol 1o the extent of the intelesl assighed as
the casemay be. Aftel the giving of any such undelaking, the assighorshall be
telieved of i1s obligaticns undel 1his Aglecment in telation 1o the iatlel assighed ol 1o
the extent of the inlelest assighed as the case may be withool prejodice 1o pre-existing
nights accrued 1o the Slate against the as= ghot.
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214 Motwithstandi hgthe folegoing plovisions of the Clauses 21.2 and 21.3 bot
subject i hotimal statuloly applovals in foloe frow time 1o time,

[2) ahy CH| Cowmpany may chatge by way of fized ol floating chatge the
whale ar any pail of its Venture Inlerest 1o secule the tepayiment of, any
payment of interest ahd othel foes, costs ahd ex penses belated 1o, all loans
made 1o that 04l Counpany 1o finance the ploject; and

[b) the Oil Coumpanies may moligage ahd chatge any specific assel [whether
teal ot peisehal prepelly) 1o secote the pulchase plice theteof whete such
unonhl has been bottowed 1o finance the putchase of thal asset,

and any motigagee ot chargee under 2 iotigage of charge given by the Ol
Cownpahies 1may exelcise all lights of sale and ether lights included in any insttoment
of inaiigage o chalge provided it shall fitst give the State al least twenty-cight days'
hatice of i ntehlich 1o exelcise those lights.

Artlcle 22 Arbltation

221 Tl any time thete is anhy dispole, question ot diffetence of apinien [in this
Anticle 22 refeived 1o a5 "Issue”] between the Pallies concerhing the application of or
alising ool of sectioh 924 of the Offshove Act othet thah any dispole, questicn, ot
difference of opi hioh in tespect of which plovisicn foo setlleme nt ol deletim hatich is
ptovided under the Theouwoe Tax Act 1959 the saioe shall, subject 1o Clanse 222 stand
tefeived 1o the atbitlation of 2 single atbiltatot, ahd such tefetence shal| be considered
asubimissioh within the meaning of that explession given by lhe Arbittation Act 1951,

222 Aflet any Tssoe has alisen belween Lthe Slale oh the ahe hand and the Ol
Cawnpanies ot any of them oh the other hand, any Parly 1o that soe mmay 2t any tioe
ptict 1o the appainunent of an arbiltatol by conculvence of the Palties ol putsuam 1o
the Arbitratich Act, 1951 by hotice 1o the cther Paity o Palties thetelo elect that the
provisiohs of this Clause shall apply 1o such Issue and in such event:

[a) the Issue shall stand eferted 1o the atbittation of thiee atkittators, ohe of
wheun shall be appointed by the State and ohe of whow shall be appointed
by the cther Paily ot Pauties 1o the Issoe and the thitd of whamshall be
agreed upon by the Slaie and the other Parly cr Palies 1o the Issuein
wliting, ahd in defanltl of agteement within foorteen (14 days aflet the
Slate gives hotice 1o the clther Parly or Paries 1o the Issue ob the other
Paity or Palties 1o the Issue gve nolice 1o the Slate vequiting 1he
appointment of such a 1hitd atbiltator, shall be appointed ih acootda hce
with the plovisiohs of the Arbittation Act 1951 fiown a panel of five [3)
arbittatels 1o be newminated within a forther peried of footteen [14) days
thereafier by the President and Chaitiman of the Board of O veclols [or
failing him the Chief Execotive] hot being a Citizen of Papua New Guihea
of the Asian Developioent Bank (o, failing such noum nation, fiowm any
panel of atbitiatals which the peisan ob bady appai nting the thitd
arbittatel cohsidels satisfactoty) PROVIDED THAT no persch shall be
cligible fol appoiniment as a thitd arbitiatot (ohless the State and the Ol
Cowmpahies othelwise aglee ih wiiling ih ahy patlicolat case] if at the tioe
of his ploposed appoinlioent he is o has been a1 ahy tioe ptiot thetelo a
cilizen ol vesident of Papua Mew Guinea, the Cowmmonhwealth of Austialia,
Canhada, ot the United Slates of Amelica;
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[<) ¥ opelalichs peunanenily cease in ot in telation to1he Area and asa esalt
the Slate ceases 1o pay any instaloent tefetied 1o in Subclaose 15.3(a), the
Ohl Cowmmpanhies shall have the tight 1o claio a deductioh, as provided by
the Thooume Tax Act for the pulpose of asessment of Petiolenn Lhooune
Tax, the Additichal Profits Tax, equal 1o the anount that the Cil
Cowopanies would have claimed [and woold have been entitled 1o claim)
buot for the ttansfer of ownetship of that Work or Facility 1o the State.

154 T al any time the Slale acquibes ob plovides any Wotks ol Facilities undet
this Auticle 15, 1he State shal| theveupon assmme bes ponsibility for imaintaining the
assels 1o a proper standard and shall charge the Oil Counpanies a maintenance charge
[which mmay incl ode ah equitable propottich of ditecl opetaling costs] limted 1 the
costs of that imaintehance PROVIDED THAT the ammoont of such maintenance chatge
shall be reduced by any ammount spent by an il Commpany ondet Claose 15.5.

155 Whete the Stale has provided ol acquited Wotks ol Facilities fot the
putposes, of, ot uhdet 1his Agtesment and fails plopet! y 1o imai ilai h the same the Chl
Counpa hies toay, afiet 30 days netice 1o the Stale, and al theil owhn expense, cally ool
such wolk as 15 hecessaly 1o bling the suoe uplo a proper standard.

Articla 16.  Use of facllitles by third partles

161 Athitd paiy will be peunitied to use Works and Facilities acquited fiouwm the
04l Cownpanies by the Slate and not ulilised 1o theit full capacity. The Statle
uhdetlakes 1o ensute thatl the thitd paily will be bequited 1o pay a plepollichale shabe
of any opetating, maintenance overhead and capital coslsin tespect of such Works
ahd Faclities ammahg other things having tegaid 1o;

[a) the extent of the propoliichate usage and likely folute usage of the Works
ol Faclities by the thiid party and the Chl Companies,

[b) the vespecti ve extenis 1o which selvices ave plevided 1o the Ol Companies
and the thitd paily [where the Facility is a seivice Facility);

[<) ahy othet factor which vesults in ot is [ kely 1o vesultin sighificani dunage
1o ot deteticration of the Work ot Facility.

16.2 The Sate, the il Cowmpanies, and a thitd paily shall agree npoh ah ancont
which the thitd party will payio the il Companies [hotwithslanding ahy plicr
tiahsfet of the vel evant Works and Facilities 1o the Slate undet this Agleement)in
United Slates dollais o the Kiha eqnivalent al the date of payioent a capital
conhlltibuticn teflecti ng the extent of the thitd paily’s intended use of the Wotks and
Facilities.

183 Whete the Stale provides Lthe cost of any modification imptoverment
exlensich ol expahsion ob any Works ot Facilities 1o weel 1he heeds of the CHl
Couwnpa hies the Stale imay charge the Ol Counpahies a capital usel’s chargein tespect
of that Wotk or Facility 1o allow for 1he teconpuinent owel 2 reasonable petiod of the
amouhl expended ih providing the said cost by the Ztate logether with a teasohable
tetuth thetech.

164 Motwithstandihganyhing contained ih Aticle 13 or Aticle 16 all such
Wotks and Facihities hetl acquited and ima haged by the State shall comtinoe 1o be
mahaged by the 0il Companies ahd the Chl Cowmpa nies shall have plictily of use
theteaf ovel all othel osels.
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Articla 17. Ratas and dutles

17.1 Eubject 1o any tequiterent of defence, foreigh ttade ot foteigh policy of this
Hlale, the safely of the public and quatantine and 1o the obligations of the Statle undet
multilateral i merhatichal agreeioents 1o which the Slate is a paily the Ol Companies
any affiliated Cotpotation and 1he agenis and conllaciols of the 0l Cownpanhies ot of
any Affiliated Cotpotation shall have 1he Hight 1o acquite impatt i nle and meove within
Papua Mew Goinea ahd use ahy plant mmachi hety equipument vehicles explosives fuels
reagehis ahd supphes which have a specialised applicatioh and vse 1h the Opelatichs
and 1o expoll fioun Papua NMew Goinea the peliolenm [whel hel processed o
alhetwise) tesultling fiown the Dpetations.

17.2 The 0¥l Cownpanies shall be subject 1o impetl duties and levies of genetal
application in accoldance with Papua Wew Goinea law fiow time 1o lime euoepl as
heteinafier provided.

17.3 Mo tale lax chatge due doty 1aliff ot othet levy shal | be applied to ol be
payable by the 0§l Camnpahies oh the expoll of ot ih tespect of the light 1o expolt
Petiolenin fioun Papua Mew Goinea by an 04l Campany ot 2 Related Campany.

174 ™o rate tax tent chatge due doty 1aliff ot olhet levy and he legislation which
discliiminates against all or any of the 0il Cowpanies ot any wemnber of an 04l
Cowmpahy ok ahy beneficial owher of shaves in ahy of the 01l Compahies ol ahy
petsch engaged 1h the Opetations shall be payable by ot [as 1he case 1oy be)
applicable ie any of the 0§l Cowmpanies ot any such mewmbel ot beneficial owher ot
pelsen [as the caseimay be) in tespect of the Dpetations ot of ahy ihcowme alising
divecily ot inditect|y therefiom PROVIDED THAT nething in the Clause is inlended
1o plovide a basis fol challenging the validity of the petiolenm incouwne tax ot
additichal profits tax.

175 Any inpol doly which is sought 1o be immposed on the impotiation of any
plam machinery equi pument explosives chermcals of clhet supplies which al the time
when such doly is scughl 1o be 1ioposed ave iopotted inle Papoa Mew G hea sclel y
fot the putpose of and which have a specialised application and usein the Opetatichs
and which is sought 1o be iimposed at a tale in encess of Lhe avetage tate of doly fiowm
tiioe e time payable onh the impoltatich inte Papua Mew Guinea of the Customs Taift
il huobered 118 275 309 313 320 and 341 04 as sel oot al the dale theteof in the
Second Schedule 1o the Custouns Taiff 1959 shall without ih ahy way whatscevet
liimmiting the intetprelatioh of Claose 17.3 above be demined to disc i hate against Lthe
01l Companies.

176 ™o Local Governioent Bates o Provi ncial Governuoent Eales ol taxes oh
land calcolated 5o as 1o be clher than appronimately eqoal 1o tole or lax calcolated in
velatich 1o the unimptoved capital valoe of the suiface Hghts of the land shall be
payable by the 0§l Caunpahiesin tespect of land held by the Oil Campanies, oh which

1m hing et ihdustial activities ave cattied oh.
Articie 18, Gonsultation

18.1 The 0¥l Cownpanies shall cohsull fiom tiioe 1o time with lepiesentatives of
the Slate and shall futnish the State each siz ioohths with tepolls cohcething the
implementatich of:

[a) the traim hg and loca hsatich progranioe
[b) the ptovisiohs lelaling 1o local putchasing of supplies
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(5] the prowisions velaling 1o local business developioent and
[d) the provisichs belaling 1o ehvilehmenlal mahagenent.

Articla 19, Inspaction

19.1 The Oil Cownpanies shall ai all reasonable times allow the proper] y
accledited selvanls ot agents of the Stale [wheo shall establish theit aothatily on
request] 1o inspect any tespect of the Opetaticons and i kewise 1o hspect and take
copics of the books of account and recotds of the 04l Cownpanies telating 1o the
Opetatichs ahd 1o ahy shipement, sale ob use of predocts of such Opetatichs.

Articie 20, Patantand tachnology rights

201 All hew plocesses, hew 1oet hads of manofaciorve and athet technelogical or
imechanical inhovatiohs developed within the Ol Cownpanies’ Opelaticns:

[a) shall rewmaih the propetly of the 0l Companies, which shall apply fot,
take ool and vetain such patenis and other techhelegy tnghts, ih Papua
Mew Goinea ol elsewhere, a5 10ay be necessaly and desitable 1o protect
the sune; and

[b) shall hot be sold, assighed, licenced, surtendeted, or ot herwise disposed of
by the 0il Companies except:

[i]  onthe basis of ah ano's length tansaction; ahd

[i1)  with the prior appleval of the Slate which apptoval shall net be
uhteasehably withheld.

202 Confracts 1o which any 04l Campany is a paly ptowviding for the patchase of
the right 1o use in the Operations any process, method or other technological
ihhovatioh:

[a) which ate hot cohltacts at ano’s lenglh, shall het be entered 1hie without
the plict cohsent of the Slate which cohsent shall hot be uhieaschabl y
withheld, and

[B) which ave conltacts al al's length shall be subumiited 1o the State fol
infolimation.

20.3 Fotihe putposes of this Alticle the tetn "ali’s lenglh” shall have the sune
mmeahing as ascli bed 1o it Sectioh Sch. 3.2 of the Offshote Act, except that conllacts
fol provisioh of selvioss which incidental 1o thei b petfonmance vequi e the use of any
such process, ioethed ob othel techhol ogical ihhevation the patent tights 1o which are
the propetty of any Oil Caunpany ot ah Affiliated Cotpotatich of ahy Oil Compahy
and which but fat the plovisions of Sectich Sch. 3.2(c) would be al an’s length shall
fot the pulposes of 1his Clause be deained 1o be a1 atin's length.

Articla 21,  Ass|gnmant

21.1 The State imay assigh, wilhoul the consent of the CH | Companies, al | ot palt
of its Wenture Tntetest 1o ahy cotpotation, stalulaty ot clhelwise, foumed in Papua
Mew Guinea and either:

[a) whally owned by the State, ob

[B) whally cwned by the Btate ahd ahcthel cotpolatioh ol othel colpolatichs,
slalototy o alhetwise folimed 1h Papua Mew Guoinea and which ave
cohtiolled by the Btate and in which the State has a1 least a 50%: beneficial
ihlelest,
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PROVIDED THAT wested in such cotpotation ol cotpotalicons abe powels and
financial capacity sufficient 1o enable such of the Slale’s continwi ng obligatiohs undet
this Agreement a5 ate assighed 1o such cotpotation 1o be folfilled.

212 Subject 1o Clauses 21.1 and 21.3 and with the consent of 1he other Patties
which cohsent shall hot be uhveaschably withheld, all or any of the Parties woay
assigh, ol othetwise dispose of Ltheil i hletest o Hghts uhdel this Agteoment.

21.3 Ththe case of any assighioent ondet 1his Alicle 21 the assighee shall
uhdettabe 1o the Sale 1o assmime, obeelve and counply with all the obligations of the
assighotl in telatich 1o 1he mmattet assighed ol 1o the extent of the intetest assighed as
the case imay be. After the giving of any such undeitaking, the assighotshall be
telieved of iis obligatiohs undet 1his Agieement in velation 1o 1he matlet assighed ol 1o
the extent of the inlevest assighed as 1he case may be withool prejodice o pre-existing
rights accroed 1o the Slate agninst the assignot.

214 Motwithstandingihe fotegoing ptovisions of the Claoses 21.2 and 21.3 bot
subject 1o helinal statutely approvalsin foloe floum time 1o time,

[a) ahy CH| Company mmay chatge by way of fized ot floating chatge the
whole ot ahy pait of its Venture Thletest 1o secule the tepayment of, any
payment of interest and cthel fees, costs ahd ex penses telated 1o, all loans
mmade 1o that 04l Company 1o finance the project;, and

[B) the Dil Companies may welgage ahd chatge any specific assel [whethet
teal ol petsehal piopeliy] 1o secote the putchase plice theteof whete such
unount has been bottowed to finance the putchase of that asset,

and any meoiigagee ot chargee onder 2 mmeriguge o charge given by the Ol

Cownpa hies imay enelcise all lights of sale and other lights i ncluded in any insttoment
of imoligage ot chalge provided it shall first give the State al least twenty-eight days'
hatice of i ntehlich 1o exelcise those Lights.

Artlcla 22 Arbltatlon

221 Wal any time thete is ahy dispule, question ot diffetence of opinich [in this
Aticle 22 refeived 1o as Tssue”) belween the Patlies cohcething the application of or
alis hg oul of seclich 924 of the Dffshote Act other than any dispule, questicn, ot
diffetence of opi nich in tespect of which plovisioh for seillement ot detelim naticn is
ptovided under the Theouwoe Tax Act 1959 the saioe shall, subject 1o Clanse 222 stand
vefetred 1o the arbitration of a single atbitrator, and soch tefetence shall be considered
asubimssich within the mmeaning of that explessioh given bylhe Arbittation Act 1951,

222 Afler any Issoe has atisen between 1he State on the one hand and the Oil
Cownpahies ot ahy of them oh the other hand, ahy Paty 1o that ssue mmay at ahy tioe
ptict 1o the appointoent of an arbiltatol by cohculience of the Palties ol putsuant 1o
the Arbittatich Acl, 1951 by hotice 1o the cther Palty o Palties therelo elect that the
plovisiohs of this Clavse shall apply 4o such Issue and in such event:
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[<) ¥ opelalichs peunanenily cease in ot in telation to1he Area and asa esalt
the Slate ceases 1o pay any instaloent tefetied 1o in Subclaose 15.3(a), the
Ohl Cowmmpanhies shall have the tight 1o claio a deductioh, as provided by
the Thooume Tax Act for the pulpose of asessment of Petiolenn Lhooune
Tax, ahd Additiohal Profits Tax, equal 1o the ancunt that the Oil
Cowopanies would have claimed [and woold have been entitled 1o claim)
buot for the ttansfer of ownetship of that Work or Facility 1o the State.

154 T al any time the Slale acquibes ob plovides any Wotks ol Facilities undet
this Auticle 15, 1he State shal| theveupon assmme bes ponsibility for imaintaining the
assels 1o a proper standard and shall charge the Oil Counpanies a maintenance charge
[which mmay incl ode ah equitable propottich of ditecl opetaling costs] limted 1 the
costs of that imaintehance PROVIDED THAT the ammoont of such maintenance chatge
shall be reduced by any ammount spent by an il Commpany ondet Claose 15.5.

155 Whete the Stale has provided ol acquited Wotks ol Facilities fot the
putposes, of, ot undet this Agtesment and fails plopet! y 1o imai hlai h the same the Chl
Counpa hies toay, afiet 30 days netice 1o the Stale, and al theil owhn expense, cally ool
such wolk as 15 hecessaly 1o bling the suoe uplo a proper standard.

Articla 16.  Use of facllitles by third partles

161 Athitd paiy will be peunitied to use Works and Facilities acquited fiouwm the
04l Cownpanies by the Slate and not ulilised 1o theit full capacity. The Statle
uhdetlakes 1o ensute thatl the thitd paily will be bequited 1o pay a plepollichale shabe
of any opetating, maintenance overhead and capital coslsin tespect of such Works
ahd Faclities aimehg other Lthings having tegaid o

[a) the extent of the propoliichate usage and likely folute usage of the Works
ol Faclities by the thiid party and the Chl Companies,

[b) the vespecti ve extenis 1o which selvices ave plevided 1o the Ol Companies
and the thitd paily [where the Facility is a seivice Facility);

[<) ahy othet factor which vesults in ot is [ kely 1o vesultin sighificani dunage
1o ot deteticration of the Work ot Facility.

16.2 The Sate, the il Cowmpanies, and a thitd paily shall agree npoh ah ancont
which the thitd party will payio the il Companies [hotwithslanding ahy plicr
tiahsfet of the vel evant Works and Facilities 1o the Slate undet this Agleement)in
United Slates dollais o the Kiha eqnivalent al the date of payioent a capital
conhlltibuticn teflecti ng the extent of the thitd paily’s intended use of the Wotks and
Faci hities.

183 Whete the Stale provides Lthe cost of any modification imptoverment
exlensich o expahsion of any Works of Facilities 1o weel 1he heeds of the CHl
Couwnpa hies the Stale imay charge the Ol Counpahies a capital usel’s chargein tespect
of that Wotk or Facility 1o allow for 1he teconpuinent owel 2 reasonable petiod of the
amouhl expended ih providing the said cost by the Ztate logether with a teasohable
tetuth thetech.

164 Motwithstandihganyhing contained ih Aticle 13 or Aticle 16 all such
Wotks and Facihities hetl acquited and ima haged by the State shall comtinoe 1o be
mahaged by the 0il Companies ahd the Chl Cowmpa nies shall have plictily of use
theteaf ovel all othel osels.
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2+.1 The Pallies way frow time 1o tioe by agleement in wiiti ng add 1o, substitote
fot, cancel ab vaty all ot any of the provisions of this Agleement, 1he Licences, any
Crevel opuoent Licehoe, ot any lease, loehoe, tight o grant granted hereohder ol
pulsnant herelo ot ahy ploglamne, ptoposal ob plan apptoval hevennder, fot the
putpose of mote efficiently ot satisfactoli |y implementi ng ot facilitating ahy of the
objects of this Aglenment.

242 Whete an agieement inade putsuanl to Claose 24.1 constilotes ah alietatich
of ahy Auticle ot Claose vefetted 1o in Claose 3.2, the valiatich agieeioent shall
cohlain a declataticn 1o that effect, and the Slale shall as sooh asis placticable
intteduoe and spohsal in the Mational Patlianent 2 Bill for an Act 1o applove that
valiatich agieament and give fotoe of law 1o 1he alletatich of the Hights heveander.
That valiatich agieeinent shall be subject 1o the coming into fotce of 1he approving
Adl

243 Any agresmment made putsoant 1o Clavse 241 which does hot constilole an
wnendineht of ahy Clause veferted 1o 1h Clause 3.2 shal | be tabled by the State in the
Matichal Patliament within the fitst twelve [12) sitling days next followi ng is
executioh.

Articla 25 Motivas

25.1 All hotices, hotificatiohs, cohsents, applovals, undetlakings, applicatiohs,
tequesls, offels, tepolis, teluths, electiohs, ahd ploposals reqoived Lo be ol which may
be given, imade, furhished or subumitted onder this Agreemment shall, unless the context
ctherwise tequiles, bein wiiting sighed by a Minister of the State ot the Divector of
the Cffice of Minetals ahd Enelgy ob [as the case imay be) a divectol ol sectelaly ob
othet desighated teplesentative of the 0il Coumpanies, and if i wiiting shall be
sufficientl y given, furhished ot subimitted if delively i ob posted by plepaid post to
the addiess fouselvice of the Pally ot Palties 1o whowm il is 1o be given, mmade,
fornished or subumitted, and all such covmmonications if posted as afovesaid shall,
ohles ptoven olhetwise, be deeined 1o have been teceived in the oidinaty cootse of
post.

252 The addresses fol selvice:

[a) of the State shal | be:
[i]  forthe purposes of Sub-claose 13.3(c)
The Prito= Winiste=1,
Cenllal Gevel hio= il CHfices,
Waigahi,
P:Fu: Wew Soinem

ol by post fo:

The Prito= Winis=1

Cenilal Govet hioe ml Crfices,
Walds 31ip Post Office,
Waigahi,

P:Pn: Hew Gninm

Tekphohe: Poul Wot=by 271211
Telkz: SEWTROF ME 22144; and
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i) fou all ethet putposes:

The THi=ciol,

CHficm of Wlinealsand En=ixgy,
HKohedobn,

Fapoa New Goihe

ol by posl o

The Tt i=ciolL,

D= crfwm:l:h:md.Ehcl.gy.
P. 0 Bow 2352,

HKohedobn,

Fapoa New Goine

Telephohe: 25 1130
Telkz: WABTRD WE 22211

[b) of the 0§l Companies shall be:

The Gehetal Wahage=t
End=avool Gl Cotopany ML,
228 %iclolia Falade,

Et Wielboothe, 3002, Aosdialia

Tekphohe: 419 2577
Telez: Cooboil 4431959

ol by post 1o

PO Box 21T,
Et Wielboothe, 3002, Aosdialia.

Exo Papua e w5 oihema The.
Ci-Ezphbiation Wamgel,

Exo Apnsiialia Libmited,

127 Kent Sdime=t,

Spdhey, M5, 2000, Aostialia.

Te ke phone: 20557
Telew: A4 20549

C himt Em=cotive CHfio=1,
TOL Peliolmoto Litnited,

45 Collins Sti=ed,
Wlelboothe, 3001, Aostialia

Tele phohe: 63 (491
Telez: Cohlio £4 30108
ol by post 1o

GPO. Bos 3D,
Welbooihe 300], Amtiala.

Any Paly may change its addiess for setvice by pticl netice i b accordance with this
Article.
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25.3 Whete the il Caumpanies ave requi ted 1o subumt any plans, proposals, ot
othel atetial for the approval of the State, the date of subimssich shal | be deained 1o
be the datle oh which the Slatle teceives the siid plahs, plopesals o clhel mmatenal.

Articla 2B Tarmlination

26.1 The State ooy tetm nate this Agleenent by notice 1o 1the il Comnpaniesin
any of the following events—

[a) if the 0| Cawmpanies abandon the Licence ol tepudiate 1heir obligaticns
uhdet this Agreement ahd Opelatichs ave hot tesmmed ot such defanlt
made good within a pelicd of siaty (&) days afier hotice as provided in
Clanse 26.2 is given by 1he State 1o 1the Ol Cownpanies;

[b) if the Slale can establish that in glanting s appteval 1o any ploposal imade
ohdet the Offshote Act o clhetwise it ielied upon a statemment imade by
the 01l Counpanies not being an estinate based on judgeinent exercised in
good faith oh the applicatioh of khowledge available at the time the
estunale is 1made ahd 1 is showh the Gl Cormpa mies intended soch
slatewnent o be false ol imsleading,

[) if the Licehce ok ahy exlensiohs ol lehewal theteof is plopetly foufeiled
doe 1o default by the 0l Campanies ot is suttendeted undet the Ohshote
Act,

[d) if the 0l Cawmpanies do net subumit proposals in accoldance with A ticle
7.

262 The notice 1o be given by 1he State in tetims of Subclaose 26.1(a) shall
specify the hatule of the defanltl ot other glound so entitling the State 1o exetcise such
tight of detetiminatich and whete apptopliate and khowh 4o the State the Paily or
Pallies tespohs ble thevefor and shall be given i each of the 0l Cawpahies.

256.3 Fol the putposes of Claose 26.1(a) the Cil Cownpahies shall hat be deemed 1o
have abandoned the Licence o tepudiated 1heit obligations unless all peisehs fot the
tiime being bound, whethet as amighees of 1he 0l Companies ol olhetwise, 1o
petfonn the obligations of the 0§l Campanies hetennder, have abandened the Licence
ol tepudiated the cbligaticons.

264 This Agteenentshall tetiminate oh the expity ol suttendel of the Licence and
4!l Developoent Licehoes issued ovet any patl of the Avea ot any tehewal ot
extensioh of ahy of then.

26.5 T this Agtecmoent is tetminated afiet the grant of a Developioent Licence al |
situct ures, ihstal latiehs, plant, ahd equi puoent:

[a) which can be terooved fiown the Area within six (&) manihs afier the
natice of telimnatioh and withoot itiepatable dunage to the Avea ot any
vermaining situctuve, installations, plant and equipioent 1oa y be terooved
by ihe Pailies, and
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[b) all other sitocioves, instal laticns, plant, eqoi puoent and heh-ioovable assels
of the Palties in the Alea shall thetenpon becoune the plopelty of the State
without any cost 1o the Stale or ahy liability forthe State 1o pay
counpehsatich 1hetefor, and freed and discha tged fioun al | iooligages and
othel ehcumblahces. All mmatetials, supplies ahd othel movable assets of
the Pallies in the Atea which ate full y depleciated fol lax potposes shall
likewise becowme the propelly of the State, bl any such imatetals, supplies
and othel imavable assets which ave net full y depleciated for 1ax pulposes
shall be offered by the Palties for sale to the Slate at their depreciated
waloe.

2656 The Ol Counpanies shall do all such thihgs as the Stale mmay reasohably
tequite 1o give effect 1o the plovisions of 1his Aticle 25 and the 0l Cownpanies shall
ma ke available 1o the State the tesolis of the Thvestigations and Stodies 1o the extent
that they have been cattied ool by the 0l Coumpanies befove the date of tetim hatieh.

2567 This Atlicle 26 shall contihoe in folce hotwithslanding Lthe tetminatich of the
test of 1his Agrecioent and imay be sued upen o enfoloed against the 0l Coumpa hies.

26.8 Teum natich of this Agrecment ondet Lhis Allicle 26 shall be withaut
pej udice 1o any tights of any of the Pallies fou any antecedent bieach of covenant ot
agleciment.

269 Motwithstandinganything 1o the contiary conlai ned hetein, shoold any law,
staiole ob tegulatich be passed in Papoa Mew Doinea ot becawne effective in Papoa
Mew Guoinea, subsequent 1o 31st Blarch 1977, and shoold such law, statute o
tegulatich ablogate ol matetial ly altet the fanduoental conttactnal tights ot
cbligatichs of the 04l Cownpanies heteandet, the 0l Counpa hies shall have the tight 1o
give the State &0 days hotice of theit intentich o lelimnate this Agleement without
futthet obligation 1o the Stale except as 1o Llights o Habilities in tespect of any
antecedent breach of this Agleement.

Articla 27. Amandmants to oparating agreamant

27.1 Folthe putposes of this Alticle 27 the Opetating Agleement shall be deemed
1o apply only in respect of the Avea, the Licence of any Development Licence.

27.2 The Paties shall coimunehce a5 saoh as placlicable 1o hegotiale 1h good faith
wilh Lthe objective of agieeing oh the foun and content of 2 Joinl Operating
Agreeinent 1o acoold substantial ly with the provisions of the Opetatling Agreenent
but 1e veflect:

[a) changes in1he paties bound thereby and the citcnmstances of theit
associalich, ahd
[b) the possible acquisitioh by the Slate of 2 Ventute Thtetest, and
[c) upehdiments hecessaly 1o give effect 1o the plovisions of Lhis Agleemment.
27.3 the Paities have hotl execuoled the Joinl Opetaling Agteemment at the date the

Flale elects 1o acquite 2 Yentlate Intevest uhder Clanse 13.3 the State shall a5 ahd fiom
that date be deeined 1o be 2 patly 1o the Opetating Agleement with full 1ights 1o attend
and vole at all Opeating Coumumties beetings.

274 Afler the date of this Agtecinent the Dil Companies mmay hol ammend ot
teplace 1he Opelating Agreement withoot the appleval of the State.
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27.5 Withoot limmiting the genetalitly of the foregoing the Paities agtee that the
followi ng Alicles and Clause of 1he Opetating Agteament should be teviewed fol the
putpases of Clanse 27.2:

Anicles 3,4,7,8,11,and 13; and Clanse 19.05.
Articla 28 Miscallaneous

28.1 Mostunp duly ot other fees ob chatges shall be payable 1o the State in
tespect of any ass guoent ot ransfer of ahy Paticipating Intetesl ot Yentuve Tnieest
in 1he Licence ol the Yenlure Assels by an Oil Company o the Stale ol 1o an
Affiliated Cotpolatich incotpotated in Papua Mew Guinea if such assighioent is
vequived 1o coumply with the plovisiohs of the Acts.

28.2 Subject 1o cohsidetations of natiohal secolity 1the State shall grant e the Ol
Couwnpahies such loehces, petioits ahd clhel nghls ahd exeimptions as ate within its
powel 1o grant and which reaschably may be tequived by the 01l Cammpanies 1o ehable
the 01 Counpahies 1o fulfill theit obligations and enjoy theitrights and benefits undet
the Licence, 1he Acls, ol this Agresinent.

28.3 T the Btate elects 1o acquite 2 Venlute Lhletest theteafier the Palties shall
awh all the Venlote Assels as tenants in couuoan, howevel, the expenditute of the 04l
Counpa hies undet 1his Agtecinent shall be showh oh the accounting tecolds of 1he Tl
Cownpa nies entivel y as expenses, chalges, and costs of the 0l Caunpanies in
plopattioh to theil tespective Pallic pati hg Ihievests and shal| be vefl ecled for
putposes of the fiscal dispositions of the applicable United States law in 1he balance
sheet ahd profil and loss accounts of ahly the 0l Campanies.

224 Whethet ah electich shall be ioade 1o have this Venture excl uded ficun the
application of the ptovisichs of Sub-chapter K of Chaplet 1 of Sub-title A of the
United States Intethal Revenoe Code of 1954, shall be detetimined by EPMG for each
Calendar Year duting which EFNG has incorted expenditures under Aticle 13. The
initial detetim nation shall be woade and furnished in wiiting 1= the other Paities no
latet than 15th Apuil, 1977, and if requested by the Opelatot 1o do 5o, the State will
execule alax agteement for Uhited States lax pulposes ih a foun 1o be apploved by
the Palties.

28.5 Consistent with requitemnents of 1he law and hatichal seculity the State shall
use its best effolls to have foteigh wotkets and theit dependants 1o be emmplowed in the
Opetatichs in accordance with the approved ttaining and lecalisalioh proglanne
expediticns| y granled such pelimits as moay be hecessaly 1o avtholize them 1o entetl, Le-
entel, ioove within, rewmain in and depart frown Papua Mew Guinea and to wotk on ot
ih cehhectioh with the Opetatichs.

Article 23. Matural gas and gas llquids

29.1 U shall be the responsibility of the 0| Campanies 1o detetinine whethet
predoction of Watural Gas ot Matoral Gas Liguids is coruoercial and whethet ot not 1o
cohstiuct ahd install fac ilies 1o ehable prodoction of such Matoral Gas or Matatal Gas
Ligmds.

292 Matural Gas ahd Matotal Gas Liquids will be disposed of by the Paities at the
first point of ioeas ntewe dowhstiewn fioun the outlel flange of the field gas
sepataict ih the Avea beyohd which peint the Slale’s Wentue Thicrest shall cease.
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223 Molm Price fou al| purposes four Matutal Gas and Matulal Gas Liquids will be
the plice specified in contlacts fol iis sale enteted i nlo with the prict apptoval of the
Sate which will hol be nhieaschably withheld.

294 Sobject 1o the absence of Regulations Lo the conltaty undet 1he Acts the Ol
Cownpa hies 1may flave gas necessalily prodoced with crude @il and net heeded in the
Opetations and 1he sale of which is ol econaumically justified.

295 The Stale tecoghises Lthal 115 electioh 1o acquite op lo a 22 5% Vehlore
Lnterest imay prevent the 0l Cowmpanies from prodocing on 2 cormoercial basis
Matoral Gas ot Gas Liguids discoveted ih the Atea. Thetefove, if the 0hl Commpa hies in
a proposal ohdet Claose 7.1 predoce evidence that such Watvral Gas or Gas Ligmds
cahhaot be plodnced oh a cowmuoetcial basis if the Slate elects 1o acquite a 22.5%:
Wenlute Tnietest, 1he Stale will negotiate in good faith with the intention of agleeing
oh such lessel Yenlole Inletest as will allow a Matotal Gas of Gas Liquids project 1o
ploceed oh 4 cortunelcial basis.

Articla 20, Tiilas

30.1 Sobject 1o Clause 30.2 the plovisiens of the Dffshote Act and each of than
shall apply mulalis imulandis 1o and in tespect of the Licencein lien of the provisiohs
of the Onshote Act asif the Licence were a Petiolenn Praspecting Licence issned
putsnant 1z and in accotdance with Sectioh 18 of the Offshote Act.

302 The followi ng plowisions of the Onshove Act, that is 1o say:
Seclich &
Eectiohs 11 1o 24 inclosive, except fol sub-section (3)(d) of Section 21,
Seclichs 26 1o 28 ihclosive,
Secliohs 301o 34 ihclosive,
Secliohs 37 and 38,
Sectiohs 5310 57 inclosive,
Secliohs 5910 &4 inclosive,
Secliohs 71 1o 74 ihcluosive,
Seclions 77 and 78,
Seclioh 80,
Seclioh 82,
Seclichs 86 1c 91 ihclusive,
Secliohs 4 and 95,
Seclioh 99 and
Section 100, and applicable vegolations mmade thevennder;
shall apply motatis mutandis (e and in respect of 1he Licence PROVIDED THAT in
the event of conflicl ol incohsislency bel weeh—

[a) the definitiohs contained in Secticn & of the Onshote Act and a definition
contained in Section 1 of the Offshote Act the latter shall prevail and
apply 1o 1he Licence accordingly, and

[b) the ptovisions of the Offshote Acl and the provisions of the Onshote Act
in tespect to the tights of the 0l Coumpa hies 1o access 1o ahd aocopatich
of the sutface of the Atea the latler shall prevail and appl v 1o 1he Licence
accoldingly.
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30.3 As sooh as beasohably practicable afier execotion of this Agreement the State
shall inltedoce and spohsat in the Matichal Patliament a Bill fot ah Acl 1o tegulate
explotaticn for and predoction of Peltalemn in those ateas of Papua Mew Guoinea
othet than the offshole atea within the ieaning of the Offshote Acl. T is the States
intentich that such Bill substantially veflects the spinit of this Agteemment ahd contains
ha piovisiohs which, if enacted, wonld mmatetiall y affect the Lights and chligations of
the Cil Counpanies hereondet.

304 T new legislalich providing foleaplotation for and preduction of Petiolenn
in 1he ehshote avea of Papua Mew Guinea is hot enacled by the Watiohal Padiament
and epetative ptict i Lthe Oil Campanies natifying the Slate of theit inlention 1o
haum hale 2 Block ondet sectioh 28 of the Offshole Act, all the provisions of the
Offshote Act shall thetenpon cease 1z apply 1o the Licenoe, 1he provisions of the
Onshove Act specified in Claose 30.2 shall contihue 1o apply thetets and 1he
termaihi hg plovisiohs of the Onshove Act shall theteupah apply 1o ahd ih vespect of the
Licence 12 the extent io which they ot any of then ave ot is capable of so applying and
the Tl mister.

30.5 The State will prepate and subumt 1o the O8] Cowmpanies 2 imap of the A lea
showi ng the subdivision of the Avea inle Blocks. Such subdivision will becohsistent
with 1he existing subdivision of 1he avea of the Tettilotial Sea and Continental Shelf
of Papua Mew Guoinea.

305 Molwithstandinganything contained in the Onshove Acl ot the Offshote Ac1,
the Licence shal| be deciped 1o have been glanted 1o the 0] Cownpanics fot a tetm of
six (5] peals comumencing oh the fitst day of September, 1975,

30.7 Wtihe 0l Caunpanies have complied with the Licence Conditions and
ptovisiohs of the Acts ih so fat as they apply 1o the Licehces and the Alea o the date
of comimencement of the Act veferted 1o ih Claose 30.3 the State shall forthwith after
such comoencement gran 1o the 04l Cownpanies onder soch hew Act, and in
subslilnlioh for the Licenoe, the necessaty Lighls and titles 1o authelize the CHl
Cownpa hies 1o cohlinoe 1o explote and prosped for Peltolenm ol to plodoce Peltalenn
discoveted within the Avea on telims hot less favoutable than those previous|y
applicable.

N WITNESE whereaf this Agreeinent has been dol y executed by the Palties, the day
and yeat fist hetei hbefote wiitlen.

Sighed for ahd oh behalf of the Thdependent |

Htate of Papua Wew Guinea by the Gavethot ) Iohn Guise
General, Sir Tohn Guoise, acling with and in )

accoldahce with the advice of the Matichal ) John Goise,
Executive Council: ] Governor Geneal

C. van Lieshoot

Wilhess
The Comunen Seal of Endeavour Chl ]
Cownpany M.L. was hereonto affized in ]
accoldance with its Aticles of Association )
and in the presence of; ]

L.I. Caitns
Secretary

E.A. Webb

Dhreciol
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Sighed, sealed and deliveted oh behalfof ] K. Richards
Esso Papoa Mew Goihea The., by its doly ]
cohstituted Altothey in the presence of: 1 Atflorhey
E.M. Hooke
¥ithess
The Cawunch Seal of LOL Petielemm Limited 1 B.T. Madigan
was affized hetelo in the presence of: ]
Director
B.J. Knott
Secretary

-133 -

Sch. 4



Sch. 5 Petroleum (Gulf of Papua) Agreements 1976

SCHEDULE 5
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Sec. 1.

AGREEMENT
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THIS AGREEMENT made the ... day of ..., 1976 BETWEEN THE INDEPEMNDENT
STATE OF PAPUA NEW GUINEA [hevein called Lhe State’) of the fist pat and
ARCOAUSTRALLA LIMITED [hewwin called “Acc’), AUSTRALIA™ SUPERIOR
OIL COMPANY LTMITED [hetein called "A ustralian’), CANADTAN SUPERICR
OIL [AUST.) FTY. LTD. [hevein called 'Canadian), ESEE0 PAPUA NEW GUINEA
IMNC. [hevein called 'EPNE), and SUNBAY AUSTRALLAM OLL CO. [hevein called
"Suntay’) (herein called col lectively Yhe Ol Companies® which explessicon shall be
1aken 1o vefet also 4o each such company sevelal ly) of the second pati:

WHEREAS

A Petimt nowober 67 issoed porsnant 1o the Peliolenm [Prospecting and Bbining)
Act 1951 15 held by the vl Commpahies subject 1z theil bespective Lighls and
obligaticns as specified:
[i1  inthesaid Petiolenn (Prospecting and Bining) Act 1951;
[11)  ihthe said Petmit homber &7,
(i) in an agreement dated the 2nd day of May, 1964, aimong Tasiman
il Piy. Lid,, Anacapa Corporation, Sunray O Ol Cowmpany, and
Phillips Pettolemn Campany; and
[i¥] in an agrecment dated the Ph day of Bay, 1975 anchg Alcs,
Australian, Canadian, ahd Suntay of the ohe patl and EPNG of the
cther patt,
ih each case as vatied by this Aglesment;
B. The Slale tecoghises:

[i]  thatdiscovely of coutumetcial quantities of Petiolenn in Papoa Mew
Guinea will be of majol ecohaumc sighificance 1o the people of
Papua Mew Goinea,

[i)  thaliz enhance the plospects of such discovely, Lthe Stale intends 1o
vel ¥ on and penomi companies such as the Ol Cownpa hies 1o explote
for and pradoce any Petiolenn discovelies,

(i) thatthe Of] Companies will spend latge suics of mmohey on
explotation for Petrolenin and on developioent of facilities 1o
preduce ahy comunelcial quantities of Petiolemn discoveted, ahd

[i¥] 1thatthe abilily of the CHl Companies to spend aimeunts of mmohey
tefetted 1o above will be dependent in patt upoh the cettainty and
lahg tetin stabilily of the telirs opoh which the State petimits the Ol
Counpa hies 1o opetate within Papoa New Goinea.

C. The Slale is ahxicus to ehsule thal the developoent of any comnoetcial
discoveies of Peltelenm will secote Lthe imarimmm benefil for and adeguately
contibule 1o the advancement and the social and ecohoumic welfate of, Lhe people of
Papua Mew Goinea, includi ng the peaple in the vicinity of the Dil Campanies”
opelatiohs ih 2 mmahhet cohsistent wilh theit heeds ahd the protection of Lheir
enviohment.
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D. The Sale ploposes 1o ihiledoce ahd spensal 1h the Matichal Pathaiment by its
fitst sitting in 1977, a Bill for an Act 1o pravide for explotation for and pradoction of
Petrolenim ih aveas othet thah 1he offshove avea within the ieaning of the Pettolewn
[Subioetged Lands) Act 1975, and 11 15 the Slate’s intenticn thal soch Bill substantially
teflects the spitil of this Agteament and cohlain ne plevisiohs which if enaclted would
matetially affect the Hights and obligations of the 0§l Cowmpanies.

E. The Slale and the 0| Counpahies have agreed oh 2 hombet of mattels which
ave sel colin this Agieerment and while ackhowledging that legislative soveleighly in
Papua Mew Guoinea is vesled in the Maticnal Parlianent wish the imatters agreed opon
1o be ah endutingattahgemment ahd do het intend that they shoold be alleved cther than
by agteciment between the State and the Chl Camnpanies.

NOW THIS AGREEMENT WITHMESEES ASE FOLLOWS:
Articlaq1. Definktlons

Lh this Agleement, uhless the cohlext ot helwise bequi les:

"Accumnlated Liaki lity” has the ieaning ascribed 1o il in Claose 13.1;

"Acts" imeans both 1the Offshore Ad and the Onshote Adl,

"Affilated Cotpotatioh” ieahs, ih telation 1o any Paity a velated coumpany of
that Parly ahd "related company™ has the smoe 1oea hing asclibed thetels
by Sectioh &(3) of the Cammpanies Act 1963,

“the Agreeiment” ineans this Agresment logeiher with the Annexoves heielo;

"Apploved Proposals” ipeans proposals of uoended proposals subimitted to
the State potsoant 1o the provisions of the Offshore Act and appioved by
the State putsuant 1o that Act;

“the Area” mmeans the avea coveted by the Prospecting Licence,

"Buodgel Yeal” ioeans a calendar yeal corunencing oh 15t Tahoaty and ending
ah the next succeeding 3151 Deceinbet;

"Citizen" means a citizen, [whethel natutal both ot hatota lised) of Lhe State;

"Development” 1oeans aclivities in ot in relation 1o a Developiment Avea
callied ah ih acooldahce with the Opetali hg Agleemnent ol Joinl Opelating
Agreement fol the purpose of constructing and installing the fasi lities and
inftasituciote hecessaty Lo ehable Praduction fioim the Avea;

"Developument Area” mmeans the Blocks compliz ng 2 Developunent Licence;

"Developunent Licence™ moeahs a Development Licence granted uhdel the
Offshole Acl ol a lease glanled ondel the Ohshote Act within the Licence
Alea;

"Exploratioh” and *Flospecting” meah activities in ol ih telatioh 1o the Aea
cartied oh fol the putpose of identifyi hgin the fist instance the location
of ahy Petiolenm ttaps ih the Atea ahd thereafiet ih telatioh 1o each
Peticleun ttap 1o detetim he whethet 11 constiloles a teselvaoil cohlainihg
sufficient Peliclemn Lo justify Development,

"Fotegene Prodoction™ has the moeaning ascribed 1o 1 in Claose 13. 1,

"Tnvestigalichs ahd Stodies” means the 1 hvestigatiohs ahd stodies requived by
the Blinister onder section 284 of the Offshote Act;

“Ioiml Operating Agreamehl” 1oeahs 1he agieeinent 1o be hegetiated by the
Paties ih substitotion fot the Opetating Agteament,
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"Licence” and "Petrolenn Licence” ioean Penmt number 57 ot any renewal,

extehsich ol leplaceiment theteof ot ahy peltelemn licence issued 1o 1he
04| Couwmpa hies ovel ahy of the Atea pulsoant 1o the Ohshole Act,

"Licehce Conditiohs” 1neahs those conditiohs ihcloded 1h the Licence o ahy

Developument Licence by the Binistel as provided fol in the Offshore Act,

"Licehoe Year” means 2 12 mehlh peticd cowmmencing ih the fist instahce oh

1sl Zeptemnber, 1975 and theteaflet the 12 mmonth pelied cowmmena hg oh
15t September in each yeal;

"Cffshore Act” mmeans the Pettolenn [Subimerged Lands) Act 1975,
"Onshote Act” mmeans the Peltelemn [Plrespecting and Bining) Act 1951
"Opelati hg Agreement” mmeans the agleenent dated the 2nd day of Jahoaty

1984 aoehg Tamman 04l Ply. Lid., Ahacapa Cotpotation, Suhtay DFE Ol
Couwopany and Phillips Pettelenn Commpany, a5 amended prict 1o the date
heteof and as tegisteted with the Winister for Mines and Enelgy, and io
which all the Chl Companmies ate how desined 1o be, ol ale, palties, as
furthet amended froun time to time by the Patties;

"Opetati hg Cormumitee” has the smne ineahing 1h this Agreeinent as the

1mea hihg asclibed 1o 11 10 the Operati hg Agleeinent ;

"Opelatichs” ioeahs opetalichs and activities cattied ool ohder the Opetating

Agreeinent and the Joint Operating Agreement and inclodes Explotation,
Cevelopiment and Pradoc hg ot any of them as the cohlext petimits,

"Paity” ol "Pallies” ineans lespectively a pally ol palties 1o this Agleement

and theil bespeclive successols ahd pelimitied assighs;

"Patticipating Lhievest" mmeans the ohdivided petceniage intetest of each of the

Chl Cownpanies ih the Yenlore Assets imioediatel y phict o the ass ghioent
1o the SBlate of its Venlate Thievest. Al1he date of this Agleeinent the
ves pective Paticipating Thierests ave:

Alco 10.0%
Aupstialian 7.5%
Canhadiah 7.5%
EPMNG 62.5%
Sohray 12 5%

"Pettolenn Thooupe Tax" and "Additional Profits Tax" have the sune

imeahihg ih this Agreeimnenl as the ineahing aschibed 1o them ih the Theoune
Tax Adl 1959,

"Positive Day” has the ineanihg asciibed 1o 11h Clanse 13.1,
"Preducing” ioeans aclivities invelved in ob in velalieh 1o ptedoc ng, keating,

tahsum it hg, tahspolli ng, steti ng, ot handli ng of Peltolenn prodoced
froum within the Avea, and incl odes exttaction of Peticlenm by any
petinfled ioethod, and all wolk and opetatichs hecessaly ol cohvehient
for the fotegoi hg;

"Productich Shave™ has the ineaning ascii bed 1o 11 1h Claose 13.1;

"Shatifall Pelicd" has the mmeahihg asctibed 1o it in Claose 13.1;

"Simple Thietest” has the ioeaning ascribed 1o 11 in Clavse 13.1;

"Specified Volume" has Lhe ineaning asclibed 1211 i Claose 141,

"Wenluve Assels" imeans Propeity whether teal ob petscnal owned al 1he dale

the State gives natice ondet Clanse 13.3 or theveafier acquived as tenants
ih cowmumeh—
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[a) by the il Cownpanies in propolticn 1o their especlive Patlic pating
Inierest until the Slate elects 1o acqui ve its Yenlove Tnierest, and
thereafier

[B) by the Palties in plopollich 1o Ltheil bespective Yentlole Thielest;

and includes the Licence, any Developioent Licences granied over the
Avea, matenials, plant, ahd equoipioent anhd any Peltolenn discoveled ih the
Area,

"Wentote Ihierest” imeahs the ohdivided petcentage i netest from time Lo time
in the Venture Amels and Opetaticns of 2 Paiy after 1he assighoent 1o the
Hate of a percentage i nletesl in the Ventute Assets and Opetatichs,

"Works and Facilities" and "Warks or Facilities” have the ioeahing asctibed
io thewnin Aticle 15,

"Block”, "MNotm Puoe”, "Peliclemn”, and "Boyally” have the sune moeahing
in this Agteaiment a5 the ioeahing ascli bed to them 1h the Offshore Act.

Articla 2. Interpratation

21 Tnthis Agreeioeni unless the context clherwise veqoi es—

[2) mahelaty vefetences ate tefetences 1o Papua Mew Guinea cottency uhless
ctherwise specifically expressed,

[b) the headings do hot affect the intetprelation of cohstiuctich,

() vefetence 1o ah Act inclodes the 2imendiments 1o that Act for the time being
in foloe and alse to ahy Act passed ih substilution thetefol ahd any
tegulatiohs fol the lime being in foloe theteunder;

[d) wotds iunpotling 1he singular 1nclude the plotal and vice veisa;

(€] wolds unpotling any gender incl ude the ot her genders;

[f) vefetences 1o a pelseh include 2 cotpotatioh ahd vice velsa,

[g) vefetence 1o an Anicle, Claose or Sobclanse is 1o an Aticle, Claose or
Eobclanse of this Agteement,

[h) vefetence 1o a Wi nister shall ioean the Binister fo the time being having
vespohs bility for the paticolal subject mmatlel accoldi ng 1o the contexl.

22 Whete ahy ptovisioh of this Agleement constitules ah shdeitaking by ohe of
the Palties 1o make a payinent ol to petfolin some act ol to catly ool scume obligatich
ol 1o assuioe sone besponsibilily o Hability or e gant scune Hght, cohcessich o
advantage that Paily shall by ils execution heteof be deened 1o have covenanted and
aglteed with the cther Pally accotdingl y and such piovisioh cohstitotes such ah
uhdettaking by the Ol Cowmpanies thete shall be deermed 1o be a covehant and
agteeinent by all of them jointly and each of 1hewn sevetall pin vespect of such
uhdertaking.

Articlea 2.  Effact on and of othar lws
3.1 The Auicles and Clauses listed in Clause 3.2 are 1o have the force of law and
apply hotwithstandi hg ahything 1o the contiaty in ahy othet law in fotce ih Papoa

Mew Guihea, ahd ho law at any limoe in fotee in Papua Mew Guihea mnade afiet the
commmenceme nl of this Agreement shal | affect those Aicles and Clanses:

[a) unless the conttaty inentioh appeals explessly inthal law; or
[b) except as plovided by Lthis Agleemment.
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3.2 The plovisichs of Clause 3.1 shall apply 1o the following:
[a) Aticle 5
[B) Alticle &
[c] Clapse 176
[d) Clause 28.1
[e) Atticle 30 except for Clanses 30.3 and 30.5.

Articla 4.  Gondltlons pracedant

4.1 s sooh as beaschably praclicable aflet enecoticn of this Agleament the State
shall inltedoce and spohset in the Matiohal Patliament in a fotio agreed opoh by the
Patties, 2 Bill fot anh Act 1o applove this Agrecnent and 1o give the folce of law 1o the
Auicles and Clavses specified in Claose 3.2,

+2  This Agteemenishall be woid and of ne effect and nene of the Patties shal |
have ahy claim against ahy other Parly with vespect 1o ahy matter crihing atising ool
of, dohe o petfolimed undet 1his Agteement uhless the Act refelved 1o ih Subclaose
+.1[a) shall cowme inta effect prict 1o 315t day of Bavch, 1977.

Articlas.  Currancy

5.1 Wouds and expressichs which have a celaih mmeani hg whete used in the

Foreigh Exchanhge Begulatichs nade ohder the Cential Banking Act 1993 shall have
the saioe imeaning whete osed in this Article 5.

52 The Oil Coumpanies shall be entitled 1o tetain in foleigh cattency culside
Papua MNew Guinea ploceeds of sale of all Peliclenn pteduced by the 0l Counpa hies
anhd expolied ovelseas 1o the extent necessaty 1o enable the Ol Companies 1o meet
their obligatiohs 1o pay foreigh cattency doti ng the ensuing thvee [3) moonths in
ves pect of:

[a) the ptincipal of, intetest ahd selvices chatges oh and othet fees and
expehses belated to loahs made 1o the 04l Compahies ih foleigh coltehcy
for putposes of theil opetatiohs uhdel this Agleement by pelsans hot
tesident in Papua Mew Guinea, whete the telis of such leans have been
apptoved by the Bank of Papua Wew Guinea under the Foreigh Exchange
Regulations; and

[b) cowumitiments ih foleigh cuttehcy Lo petsohs hot temident ih Papoa Mew
Guihea fot the suppl y of goods and selvices 1o the 08l Cammpanies
[ihcl uding capital goods ahd selvices of foleigh emmployees and
cohsullants); and

[) cowumiments ih tespect of dividends payable 1o shateholdels vesident
oulside Papoa Mew Goihea,

provided that the aioeonts concethed ate exlablished 1o the teaschable satisfaction of
the Slate.

5.3 Whete ainounts of foveigh cuttency expecied 1o be tequived by any ofthe il
Cownpa hies fot the putposes desclibed in Clanse 5.2 ih any thiee mmenth petied exceed
the ancunts of foteigh coltency eathings expected 1o be teceived by any of the Ol
Couwnpa hies ih that petiod, such 0l Campany imay vequest Lthe State 1o hold foteigh
cuttency fol it 1o 1he level of the possi ble shottfall bul hol exceedi ng foteigh cuttency
tequibewne his fol potposes of loan repayiments whetenpoh—
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[a) the Ol Campany cohcethed shall natify 1the State of the ammoont of the
expected shottfall and the cottencies in which the shottfall is likely 1o
accul;

[b) the State, after consullatioh with the Bank of Papoa Mew Goinea, will
advise the 04l Campahy cohcethed of the Kina equivalent of 1he shattfal|
al1he exchange rate then prevailing;

(5] the Ol Commpany concerned will lend 1o the State and the State will
bottow flom the 04l Campany cohcerhed that wncunt in Kina,

[d) the State through the Bank of Papua ew Guinea will hold depasits of
foreigh exchange in the cultehcy 1o which payments will bemade and of
unouhts sufficient 1o mmake such payioents ih accotdahce with the notice
which the Chl Commpany concerhed has given 1o the Stale ohder Subclause
5.3(a);

[e) the State will pay intetest 1o the 04l Cowpany cohcethed onh such foleigh
cuttency deposils al a tate per annwn which is the rate which the Bank of
Papua Mew Coihea caths fol the State oh those deposits less ohe half of
ohe percent [0.5%:) pet anhmn 1o covel the Bank of Papoa Mew Guineas
adumn histralive ahd overhead costs, and

[£) the State will vepay ahy lean mmade by the 04l Company cehcethed ondet
this Clapse 5.3 in the cotvencies in which the deposils ate held al the timme
paynents ih those cotbehcies by the Ol Company cohcethed ave doe, such
unouhts ih foteigh cottehcy 1o be applied i b dischatge of the Kina ammount
of the oligihal lean at the exchange tate tuling at the time of the otigi hal
lzan.

54 The Oil Counpanies will hot be subjedt 1o ot himied by regulations or staloles
telating = foteigh exchanhge and the conltal theteof 1hat ave less favoutable 1o the Chl
Counpa hies ot ahy of thew than the tegulatiohs and staloles of genetal application to
pelschs dealing with foveigh exchange in Papua New Goinea hat will tegulatiehs ot
staloles el ati hg 1o foteigh exchange and the contrel theteof be applied in velatioh to
any of the CHl Coumpahies ih 1 mannet |ess favoutable 1o thean than the mannet in
which 1they ave genetall y applied 1o cthers 1o whown they ave applicable.

55  Atall tunes the Ml Compames shall have the tight 1o buy and sell Kina at
tales of exchahge ho less favoutable than those available o olher comuetcial buyels
and sel lets of that cotiency.

5.6 The Oil Companies imay establish foreigh cuttency accounts i Papua Mew
Guoinea PROYIDED THAT such deposils do het conltavene Exchange Contiol
vequiteine his ahd contain deposils consideted by the Government 1o be reascnablein
vel atich 1z the Oil Companies’ heeds.

57  Unles clherwise ditected by the State and except a5 provided in Clapses 5.2
and 5.6, each 0l Coumpany shall cohvell all its foleigh cuttency eathings fioun
Opetatichs uhdel this Agleement inle Kina and et the ploceeds 1o Papoa MNew
Cuihea to 2 bank account i the haoe of the 0§l Cowmpany fol its ose.

5.8 Totwithstandinganyhing o the cohttaryin the Acts, 1the Matichal
Ihvestioent Devel cproent Authotity Act, the Thooune Tax At or other legslation
appl i hg 1o the Opetatichs, the il Counpa hies may—
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[2) keep theil books of account and olher vecotds in both Kina and United
Sates dol lats; and

[B) imake all calcolatiohs onder any stalole cr tegolatien [including buot
withoot limiti ng the geneta ity of 1he fotegoing calculations for Royalty,
Petiolenn Theoune Tax, Additichal Profits Tax) and for Fotegone
Preduction, and Specified Vol woe and othet mmatlets atising undet Lhis
Agreeinent, the Opetaling Agreeioent and Lthe Joinl Opetating Agreeinent
in Kina et United States dollats. When appl ¥ing for the fitst Developuoent
Licehoe within the Avea each Gl Commpany shall elect 1o mmake such
calculations theteafier in eithet Kina ot United States dollars. I such
calcolations ave mmade 1n United Sates dollars the State shall accept
paywent of such tanes and othet mmeheys in Kina convelled fiom United
Hlates dollats as provided in the following fotmula:

K=3zxD
whele,

K ioeans the smmin Kina payable 1o the State for any of the stated
pulposes, 3 mmeahs the sum expressed 1h United States dollals 1o be
cohvetled 1o Kina; O ioeans the moean of the avetage of the Daily
Published Buying and Selling Rates of Kina against the United
Sates dellar duting the Bodgel Yeal, ob in the case of Royalty
duting the wmanth, fot which the calculatich is being wade. The
"Drail y Published Buying and Selling Rates" ioeans the boying and
selling tates fioum tiioe 1o time poblished by the Bank of Papua Mew
Guinea o such othet buying and selling lales 25 mway frow time 1o
tiioe be published and vecoghised by the State as the official buying
and sel ling tate. Ih calcolating 1he moean of the avelage of the Drail y
Bublished Buying and Selling Bates the avetage of the buying and
selling tates applying oh each day oh which the Bank of Papua Mew
Guihea is open 1o 1he public fol business ltahsaclichs shall be
agglegated and the resull divided by thal sune numbet of days.

Articla B. MDA reaglstration

6.1  TMotwithstandihganyhing explessly or unphedly 1o the contrary conlained in
the Matichal Thvesuoent and Devel opioent Act 1994 and in patticolar hetwithstanding
the plovisions of Section + of thal Act, the il Companies fioun the date of issue of
the fitst Cievelopioent Licence shall be deeined 1o be tegistered ondet that Actin
vespect of the activities of Exploiation, Developioent and Prodog ng (bot nat
including vefining of crude oil] and other activities hecessalily i ncidental therelo ahd
cohtemplated by ot bequi bed 1o catty cul Eaplotatich ot the Apploved Proposals, oh
the following cohditichs:

[a) the Dil Companies shall nat withoul the apptoval of the Matichal
Investioent and Developoent Aothotity catry oh any aclivities excepl
those necessalily incidental 1o Exploration cr the Approved Proposals;
and

[b) the tegistiation shall be for the dotation of 1his Agteement and shall be
deeimed 1o be cancelled upoh the tetum hatioh of this Agreement for any
veasoh whalsoever.
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Articla?.  Proposals

7.1 The Oil Caunpanies shall subumit 1o the State in suppott of any application fot
2 Developioent Licence and in addition 1o detailed ploposals as teqoived by secticn 30
of the Offshote A
[a) the financial analysis of plospective cash flows of the Dpelaticns;
[B) mmatters which the Ol Coumpahies imay cohsidel televan! io suppoll a
request putsuahi 1o Claose 295 that the State elect 1o acquoite a Ventowe
Intetest less than the mmaximom provided for in Claose 13.3.

7.2 The State shall iteal as cenfidential all mmatetial and infelmation sopplied 1o
the Slate uhder Subclaose 7.1(a) and undet Seclich 284 (3] of the Offshote Act being
the vesulis of stodies vefetred 1o 1h Section 284[2)(a) and [b) of that Act PROYIDED
THAT if this Agtecioent is letiminaled as provided in A licle 26 the matetial and
infalmatich shall becowne the propeily of 1he Stale and woay be used by the Statein
such mmahhel as it thinks fit.

7.3 Hihe Oil Conpanies desite 1o madify, expand ot clhetwise substantially
valy theil activities beyohd those specified in any Apploved Ploposals, eithet by
ohdettabing ahy hew activily ol by 2 mmajot eapansich of activities specified in the
Approved Proposals, the 0il Cownpanies shall give hotice of such desite 1o 1he State
and within twa mohths theteafiet shall subunit 1o the State detailed ptoposalsin
tes pect of the desi ed ioodi fication, expansicn o vatiatich.

Articla 8.  Gonskeration of proposals

2.1 The Zateshall het ohreaschably withhold 11s apploval o the proposals
tefetted 1o ih Subsectich 30(1)(c) of 1the Offshore Act and if the State apploves soch
pleposals withoul unendment, i shall netify the 04l Companies accotdingl y al the
suoe tune as the Bl nister setves oh the Gil Companies the insitooent ondel sectich
31 of the Offshote Act.

2.2 T1ihe Sale does hotintend 1o applove withool amendioent the ploposals
refeted 1z ih Subsection 30[1)ic) of the Offshore Act, the State within thuee (3]
manths of tecei pl of such proposals shall netify the Dil Cowmpanies that i wishes to:—

[2) defel considetatich of ot decisieh upeh the sune uhtil such tiwe as the Cil
Cowmpanies subumit a fulthet propesal ob proposals in respect of some
mmatiet mentiched in Sectich 284 of the Offshote Acl hol coveted by the
s1id proposals and 1h such case the State shall disclose 1o the Ol
Cownpanies the teasons thetefol and specify the futther proposal ot
ploposals; cr

[b) approve 1the said plopesals subject to the Ol Cownpanies mmaking soch
alletatich thetele ol cownplying with such condilichs as the State thinks
teasanable and in such 2 case the Slale shall disclose its leasehs fol
vequiti ngsoch altetations ol iioposing such conditicns.

2.3 Tihedecision of the Slate is 1o be as mentiohed in Clause 8.2 the State shall
affotd the Oi Cownpanies full oppolionily 1o cehsull with it and shoold the Cil
Cownpa hies so desite, 1o subinil hew proposals either genetal ly orin vespect of scuine
patticolar mmattet.
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Articla8.  Tralnlng and locallsatlan

2.1 The Oil Caunpanies holding a Development Licence ih tegatd Lo any pail of
the Avea shall pleglessively teplace foveigh petsonnel [employed with 1he apploval of
the Slaie) with Citizens, 10 accoltdance with the training and lecalisation plogranme
which foums pall of the vepolt furhished 1o the Tinister undel seclion 284 of the
Offshote Act PROVIDED THAT if the ttaining and lecalisation pleglanine is
distupled by citcmmstahces ol events [whethet ol hot they constitote fotce majente
within the meaning of Auticle 11) which make it difficult or impess ble fou the Cil
Couopa hies 1o counply with Ltheir obligaticns onder such pregranioe, the Chl
Counpa hies 1oa y give hotice theteof 1o 1he State, togethet with allethative ot tevised
plans te achieve 1he objects of the pait of the 1iai hing and lecalisatioh proglanioe
which is affected, and the State within one [1) oonth of 1hat hetice shall either—

[a) applove those alterhative ol tevised plans; or

[b) meetl with the Oil Companhies 1o discuss 1he alterhative ol levised plans. If
such discussiohs do hot lead 1o the State’s approval of alterhative o
vevised plans, which approvals shall net ohreaschably be withheld, the Chl
Couopanies shall be bound by their otig nal obkligaticns ondet the i ning
and lecalisation preglanioe, except that they shall net be liable for any
delay cansed by fol lowing the procedutes undet this Subclanse and

subject always 1o the 0§l Compahies being able 1o claim force majeate
phder Aticle 11.

22 The Blateshall give such assistance 1o the il Cownpahies as s beasohably
vequited ih the fotonalatich of Ltheit traini hg ahd localisatioh plogtanme ahd in
vectuitment of Citizens, and ohdel hotioal cohditions shall make available its facilities
fot vocatiohal and technical traini ng.

2.3 Training and instroction pursuant to the training and lecalisation progranme
shall be given by employess ot agents of 1he Oil Coammpanies whe ave proficient in the
English language.

24(2) The Ol Companies halding a Developoent Licence jointl y shall artange in
co-opetaticn with the Slale assi ghioents for 1he Stale’s Eioployees, not 1o exceed
mobethah ten (18] ihany year ot al ahy tioe, 1o the il Coampahies’ opetatiohs,
whether ih Papona Mew Goihea ol ovelseas, 1o assist 1h tkain hg such emoployess
fol mmanagetial, plofessional , and techhical pesitichs fol the State PROVIDED
THAT ifany il Cowmpany being a patly o this Agieenent has fulfilled ot
patily fulfilled a li ke obligation under any like agieeiment with the State i
which the Oil Counpanies ave alsz a paity this claose 2.4 shall be deemed 1o
hawve been fulfilled 1o 1he extent that such like obligatiohs have been fulfilled by
the Oil Coumpahies.

[b) The salaties ahd othet expenses of such Slate emmployess shall be bathe by
the State PROYIDED THAT whilsi any such Slate emmployee is divectl y
engaged in the 04l Caunpanies’ opetatlicns, salaty and expenses of such
employee shall be borne by the 04l Companies.

95 s faras is placticable the il Counpanies shal| give fitst preference in

employinent 1o Cilizens whose place of arigin is in the atea of any Developient
Licehce.
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Articlea 10.  Local suppllas and businass devalopmant

12.1 The Oil Counpanies shal l:

[2) use and putchase goods ahd setvices supplied, ptedoced, ot wahofactored
in Papua Mew Gunea whenever the sune can be oblained ol commpetitive
prices and oh counpelilive lelims, cendilicons and delivery dates and avein
all substantive vespects of a quality compatable with those available from
oulside Papua Mew Guoihea; and

[b) encoutage and assist Citizens desi toos of establishi hg busi hesses
ploviding goods and setvices fouthe 0l Companies’ apetatichs ahd for
any fowh cohsitocled ptimalily for potposes of the D9l Companies'
opetalions and the tesidents theteof; PROVIDED THAT the Ol
Companies shall het be obliged or called npoh 1o grant o lend mohey 1o
ahy Papua Mew Goihea Cilizeh b ahy local entetplise; and

() make maximon vse of Papua Mew Cuoinea subcohliaciols whete selvices
of cownpa table stahdards with those cblainable elsewhete whethel inside
ol culside Papua Mew Guinea ate available flow then al competitive
plices, ahd oh compelilive lelims, cohdilions, and delivety ob petfolina nee
dates; ahd

[d) where it is necessary te umpoil vehicles, machi nery, plant or equipment,
and such itews ate hotl putchased divect fioun the manofaciover by the Ol
Cowmpahies, effect the putchase of such ilews thioogh ttadels opetati ng in

Papua Mew Goinea, PEOVIDED THAT such items ave available through
such lradels at 2 comnpetitive plice, and oh competilive lelims, conhditions,
and delivery date and provided always that the Ol Companies shall hot be
bound 1o comnply with this Subclavse in any case where comphia hoe would
adwetsel y affect the financing of the 0§ Counpa hies” opelatiohs ok ahy patl
theteof.

102 Thsofal as i s practicable, the 0§l Companies shall give fitst prefetence in
theil assistahce uhdet Subclaoses (B and (<) of Clause 10.1 1o Citi zehs cligi hating
fieum 1he sub-plovinoe in which Peliolenn is prodoced.

Articla 11. Forca majaura

11.1 Any failore oh the pait of a Paty hetelo 1o compl ¥ with any of the tetirs,
cohditiohs, and plovisichs of 1his Agteeioent [except any obligation of the Ol
Coumpany 1o make payoent of imohey 1o the State) shall hot be gloonds fot
telimhation ob give ahothel Paity hevelo any claim fol dunages insofal as such failove
alises fion folce majenre, if the fst-ioentiched Parly hastaken all apploptiale
precantions, doe cabe and teaschable allerhative ineasutes with the objective of
avoiding soch fail uve ahd of cattyi ng ol its obligaticns uhder this Agtesment. That
Patty shall lake all veaschable mmeasures 1o tewnove such i nability to ful fill tetos and
conhditiohs of this Agteament with the minimom of delay.
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112 FBotthe putposes of 1his Agteement, folce imajeure shall include wat,
insotvection, civil disturbances, blockades, Hots, emmba 1goes, sitkes, bans, lioiaticns,
and ethel laboot dispotes [FROVIDED THAT the Chl Counpa hies shall ot be
vequived 1o agiee 1o a seltleinent of any patticolar labout dispute solel y fot the
putposes of tetminating a conditioh of fotce mmajente), land dispotes, e pidemics,
ealthquakes, stotios, floods, ot othet advelse weal hel: conditiohs, eaplosicns, fites,
lightning, bleakdown of machi nery ot facilities, shotlages of laboot, Ltans potiaticon,
foel, powel ot essential plant equipioent, ol mateials ol ahy othet event which the
patiy claiming foloe mmajente could net teaschably be expecied 1o prevent ot cantial,
and in the case of the 0l Counpanies shall inclode any delay or failuve by the State 1o
give ahy cohsenl ol apptoval requited uhder this Agreemment o uhder ahy applicable
law, butl shall hat inclode any event cansed by the failute 1o obselve good o lfield
plactice not ahy evenl cansed by negligence in the plovision of adequale supelvisich
of the Opetation.

11.3 The 0¥l Cowopanies shall natify the Stale oh theit becowmng awate of an
event of foloe inajeute affecting theit ability to fulfill the telirs and conditions of this
Agreement, ol ahy event which inay endangel the hatoral resoolces in the Avea and
shall sumlatly notify the State oh the vestotation of hotml cohditichs.

Articlea 12  Extansions of tima

12.1 Motwithstandingahy plevisien of this Agteaoent, the Slale mmay at the
request of the 0§l Commpanies fioum tiioe 1o time extend any petiod tefetved 1o in this
Agreeinent fot such longel peliod o substitole for any date tefetved 1o in this
Agresment such later date as it thinks fit, hotwithstanding that at the time of such
cxlehsich ol subsiilotich such petied wmay have expived ot such dale inay have been
passed.

Article 13, Stata participation

13.1 Tntihis Agteement, ohless the context clhelwise tequoi les:

*Accumnlated Liaka hty” ioeans ah ancont caleolated 10 accotdance with the
following fonmula:

AL=FVLIE+D+0OC)+5-F

whele,
AL s the State’s Accmmuolated Liability 12 an Oil Cowmpany;
EV1is the Slate’s Venture Intetesl expressed as a fraction,
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E iz the uncunt of allowable explotatich and prospecti ng
eapenditule as defined in Subsection 164E(1) of 1he lhoowe Tax

A1 1951 of which would have been allowable bul fol ah election
ohdet Section 164T of thal Act spent by the 0§l Campanyinotin
relatich 1o the area between Seplemmber 1, 1995 and phiot 1o the iss0e

of the fitst developioent licehce ovel: pait of the Artea and in

tecoghition of explotatioh and plospecting opelatichs conducled by

the Parties pulsuant 1o tights or tilles held by thewn ptict 1o
Seplember 1, 1975 soch additichal aimounts of allowable

explotaticn and plospectling expendilote, defined as afotesaid, spent
by the 01l Cownpany ih atin telatioh 1o the Avea plict io Septeinbel

1, 1975 and within 11 years prict 1o the isoe of 1he first

developoent licence ovel pall of the Atea, PROVIDED THAT if
the e of the licence is extended as plovided in Sectioh 234 of the

Offshote Act thereafiel the ancunt of al lowable explatation and

prespecting expendilore, defined as afoltesaid, shall be redoced each

yeal duti hgsuch extended tetin by the ancunt borhe by the 01l
Cownpany of the total ammount expended with the apploval of the

Opetating Comnities oh Opetaticns duting the 12h year preceding

that year.

[ is 1he soum of 1the unoconts of allowable capilal ex penditote and
allowable explatation and prospecting eapendilute as defined in
Sections 1644 and 164E of the Theowme Tax Act 1951 or which

would have been allowable but for the electich under Secticn 164T
of that Act spent by the Oil Company in ot ih lelatich 1o the Aiea

after the issue of a Development Licence and duoting a Shottfall
Pericd,

0C 15 the ammount spent by the Ohl Commpames oh Operatiohs duling

2 Shoufall Petied and hotincloded in Ecr D

515 the wncont paid by the D1l Cownpany 1o the State undet Clanse

137,

F is the valoe a1 Molm Plice of Folegohe Plodoclich received by the

01l Cownpany less any aoounl paid uhder Subclanses 13.8(a) and
LN

"Botegohe Production” means the vol nioe of 1he State’s Prodoction Shate
fovegone in favour of the 0l Caunpanies orany of themi n satisfaction ot

patt satisfaction of the itewns vefetted 1o ih Claose 13.8,

"Positive Day” moeans a day oh which the Slate’s Accumuolated Liabihity 1o an

Chl Cownpanyis redoced 1o zelo;

"Productioh Shate” mmeans a plepotlion of the Peltolemn produced from

within the Avea equal toa Pally's Yentlove Tnterest which a Pauly fioun

timme 1o lime 1may be entitled 1o teceive and sepa latel y dispose of,

"Shotifall Peliod" moeans a conti nuoos interval of tioe doting which the State
has and cohtinues 1o have ah Accumulated Liability to ahy ohe ot mete of

the 01l Coumpanies;
"Smple Thierest” mmeans a petcenlage inletest tale equal 1o 5 petcentage
paints in excess of—
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[a) the anhual tate of inletesl oh dowestic cotpolalion bollowings lated
A&d inthe U5 A, as poblished in the Solvey of Cottent Busi ness
by the U.5.A. Departiment of Camnetce—Butean of BEconamic
Analysis applying al the date of issoe of the fiist Devel opment
Licence issned over pail of the Avea, such rate 1o be adjusted
quatietly; ov

B ifsuch taleis nel published, 2 coumpatable fate deletum ned in such
imannet as the Paties shall agres,

13.2[a) The Patlies shall setile the tetirs of the Joint Opelaling Agleeinent as sooh as
practicable. Excepl as provided in Aticle 27, 1hat Agreeinent shal | acoord
substantially with the Opetating Agtesment bul shall be subject 1o the tetms of
this Agreement and in the event of inconsistency, this Agteement shall prevail,

[b) The Joint Opetating Agtecinent shall 1ake effect when the last of the

Paties execules such Agreeiment.

13.3(a) The 3tate ;oa y acquive an unencoumbered 1nterest in the Yenlore Assets and
Opelatiohs 1o 2 howmhated petcentage (hol exceedi ng 224 petcent eithel of such
Venlute Amels ahd Opetatichs ot of the Patticipating Intetest of ahy palliculat
Oil Cownpany] by giving hatice 1o each 0il Cowmpany 1o that effect within foar
[+] mmenths aflel the issoe of the fitst Devel opuoent Licence ovet pail of the
Avea. On and froun the fitst day of the calendar mmanth next followi ng the menth
in which the Slale gave notice as afolesaid the Yentove Intetest of each Chl
Cownpahy shall be equal 1o 11s Patici pating Ihietest apploptiately veduced by the
1htetest acquived by 1he State;

[b) A sooh as practicable aflel the Slale has given hotice potsoant 1o
Subclanse 13.3(a) the Parties shall execote the Joint Operating Agreeinent
[if nat alveady emecuted) and shall do all things hecessaty fotimally 1o vest
that Tnievestin the State;

(=) B within iwe (2) mmonths afier the issue of the fi 13t Development Licehce
ovel pal ofthe Area the State has hot given hotice ohder Subclanse [a)
the Oil Counpanies within 1he thitd mmenth after the issue of that
Development Licence shall give nolice 1o the Prime binister that such
election has net been inade by the Slate. Theteafier if a notice under
Subclanse [a)is not teceived by the Ol Companies within the timme
specified ih Subclanse (1) the State shall be deemed 1o have elected hot 1o
acquibe a Yentove hlerest.

[d) Botihwith afiet giving hotice ohdet Subclause 13.3(a) electing 1o acquite a
¥enlove Interest the Siaie shall be entitled 1o attend and vote at all
meetings of the Opetating Coumumittes and 1o teceive hotice ahd agendas
for all such weetings.

134 Encepl as clherwise provided in 1his Agreeioent each Paily shall takein kind
ils Prodoction Shate prodoced and saved from the A bea.

13.5 During each Shaoutfal| Petied: —
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[a) the Blate shall fotego its Prodoction Shate in favoul of those Ol
Cownpanies 1o which the State has for the time being ah Accmmol ated
Liabi ity and the said Coumpanies shall be entitled 1o and shal [ take all
such Foregone Ploduction fiee of encombtance in the sevelal plopotiichs
which each such Chl Company's tespective Yenlove Ihietesl beals 1o the
smum of the Yentuve Tntetest of all such Companies,

[B) an 04l Campany shall be entitled to vecoup cul of Fotegehe Preduction—

[11  the Sates Accmmolated Liabilily tosuch Oil Company; and

(1] Suople Interest oh the 3ate’s Accounoloied Liabilily coimoena ng as
the case imay be oh and fiom either,
aa. thedaleof the nolice by the State under Claose 13.3, ot

bb. thedale ah which such il Compahy reunbolses the State
uhdet Clavse 13.7; and

caunputed calendat manthl y fieun the 1st day of each soch moenth on
the weah of the balahces of Accumulated Liability at the opening of
business ch the fitst day and closing of business oh the last day of
the calendal imenth fol which the calculation is beihg ioade
PROVIDED THAT in deleunining the balance of Accumolated
Liability ai the close of bus hess oh the last day of the imonth, ha
teduction of the Accmmulated Liakility for that imenth shall betaken
inle account and i lew theveof the amount of Simple Thietest
payable fol the imohth shall be reduced by ah uncunt eqoal 1=
Sinple Inievest calcolated on the wpoont by which Accomolated
Liabkility is deemed 1o have been reduced 10 thal moenth as provided
in Sub-clanse 13.8(c) compuoted for the petiod corminencing fiow the
date Accounulated Liabi ity is deeioed 1o have been tedoced 1o 1he
last day of that woenth; and
[c) sales of Petiolenm ploduced fiown the Atea by an 08l Cownpahy, 1o which
the State has fol the timme being an Accumolated Liability shall be deamed
12 have been composed of pottioh of that 0l Companys Predoction Shate
and potlich of Botegone Produclion teceived by that 0l Cownpany in the
tes pective plepotlions which that il Counpanys Venlote Thietes beals 1o
the ptodoct of the State’s Yentote Thietest and that said 04l Companys
Ventote Interest divided by the soum of the Ventove Interests of all il
Coumpanies 1o which the State had ah Accummolated Liability at the time of
each such sale.

13.6la) Except as ptovided in Subclanse [b) the Patties shal| beat all the cosls of the
Opetaticns in prtopoiicn to ther tespective Yentute Inievests;

[b) Subject to Clase 13.10 doting each Shoufall Petied the 0l Counpanies
shall bear all the costs of 1the Opelations in plopotticn 1o theil tespective
Paticipating Ihterests ontil the occottence of the fitst Positive Diay.
Theteafiet, duti hg the balahce of each such Shatifall Peticd the said costs
shall be bathe as follows:

[i] by each Oil Company 1o which the Slate fot the tioe being has ho
Accumnuolated Liability—as 1o a percentage equal o its Wenluve
Thietest;

ahd as 1o the balance
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[i1) by those othet 0f| Cowmpahies 1o which the State fol the time being
has an Accumulated Liability—in the several propotticns which
each such Cowmpany’s tespective ¥entuote Tnietest beals 1o the s of
the Ventove Intetests of all such Cownpanies PROVIDED THAT if
duting a Bodgel Yeat afler a Positive Day all of the Oil Companies
to which the Slate has an Accumolated Liability give hotice i the
cther Cil Cownpa hies and prodoce evidence 1hal the State’s Yentole
Lntetest shate of the costs of 1he Opetation for the Bodget Year
exceeds the valoe of its Fotegone Piodoction for the sane peried all
04l Counpanies shal | fotthwith coumunence and theteafler continoe to
beat the costs of the Opetatiohs until the hext Positive Day in
prepattich io their respective Paici pati ng Thletest.

137 Wdotinga Bodgel Yeal ot pati thetecf which is hot a Shotifall Peticd, the
Sate gives hotlice o the Chl Cowmpanies and prodoces evidence thal the Stale’s
Wenlute Inletest shate of 1he costs of the Opetations fob the preceding petied of that
Budge Yeal exceed the ploceeds received by the Stale fiown disposal of 1he State’s
Preduction Shave for that petiod the 04l Campanies shall in ptopotticn 1o theit
vespective Pallici pati ng Thletests and within sixly (50) days after ecei pt of such
natice ahd evide hee veimbatse the Slate the umeont of such shoutfall.

13.8 Foregehe Productioh taken by ah Ml Counpany shall be apphied in the
followi hg otder of prictity,

[2) 1o pay Royally undetrthe Offshore Act oh such Foregohe Production;

[b) 1o pay Sunple Tntetesl on the Slate’s Accumolated Liability calcolaled as
provided in Claose 13.5;

[2) 1o reduce the Accmmulated Liakility 1o the said Oil Compahy. Any
reduction of Accmmolated Liability undet this Sobclaose 13.8(c) shall be
desined 1o be imade oh the day the Chl Company is 1o teceive payioent as
plovided in ahy cohtiact of sale fou Peticlenin, which date shall be
cohsistent with and teflect tetins of credil allowed ot recognised by the
Wi nistel as plovided in Section Sch. 3.4 of the Dffshote Acl ol as
clhelwise agheed upoh belween the Stlate and the Oil Counpahy.

139 Any tights under this Agteciment in bespect of onsatishied Accnmolated
Liability shall cease and the State shall net be locked o fol tecoupunent ot
tei imbutsene i thereof:
[2) by ahy 0¥l Company oh teunination of 1his Agteement as plovided ih
Alticle 25, ol
[b) by anh Ol Counpahy opoh its withdrawing fiom this Agleement and
suttendeting its Parlic pati ng Thietest or Yenlove Inietest in the Licence
and in all Dievelopunent Licences ovel any padl of the Area,

13.10When elecling 1o acquite i1s Yenlube Intetest and Ltheveafler al any Opelating
Coumimittes meeling al which Opetations and 2 Budgel ate 1o be agleed upon fot a
Budget Yeal, the State may elect to cenltibute all ot pait of its Yentuve Intetest shave
of costs ol expenses of any Opetations in tespect of which an Accumulated Liability
would cltherwise accroe 1o any hl Cammpany.
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13.11 Each 0l Coumpany shall within 30 days afiet the issue of the fist
Devel apunent Licence and Lheveafler, if the Stale has 2 Ventote Thietest, not less ofien
than half yeatly ontil it shall have recouped the uncont of the Slate’s Accomuolated
Liability, furnish 1o the State details of and 1the ancunt of such Accnmolated Liability
fat the time being The Stale imay vequite teaschable vetification of such details and
wncohts ihcluding ah audit as provided for in the Opetating Agleement ot Lthe Joint
Opetating Agteeinent as the case ioay be.

13.12 Mot withstandi hg the plovisiohs of Claose 13.7, if the Opetati ng Coumumitiee
vesclves that 2 "Petiolenin Pool” [which expression shall have 1he suoe mmeaning in
this Clanse as asclibed 1211 ih the Dffshote Acl) has been depleted in accotdance with
good cilfield practice and that 1o continoe Prodog ng frowm that Peltelemn Pool cannat
be j ustified fol technical o ecohamnic beasahs:

[a) the cost of plugging and abandehing all wells diilled inte the Pettalemn
Pool, and

[b) othel cosls ahd expenses paid ol ihcotted ih tespect of dismantling,
tewmoi hg, dispos hg of, ol ol herwise dealing with all situctates,
installaticns, plant and equipioent which ate Yenlove Assels and which
had been equived for Prodog ng frown that Petrole nin Poal,

shall be bothe by the Pallies in plepoltich 1o theil tespective Venloke Thielests.
Articla 14.  Disposal of Stata's produ ctlon share

141 "Specified Wol uoe” 1oeans that pail of the Slales Preductich Shate which
the Slale wishes an 0l Cowpany lo dispose of and specifies in a hotice undet Claose
142

142 Within 30 days afiet the Opetating Communittes Weeling to aglee upoh
Opetatiohs ahd 2 Budgel forany Bodget Yeal in which il is expecied thal a Pasitive
Cray will eccot the Slale may give hetice 1o the 0l Caunpahies staling the Specified
Volwoe for that Bodget Yeal for ahy ot each O8] Company. Theteafiet, the State may
give hol less than 3 mmohths hotice 1o any of the 04l Cainpanies teducing ol i heleasing
the Specified Volume.

14.3[a)An 04l Compahy given hotice undet Claose 142 shall use its best effolis 1o
dispose of 2 Specified Vol woe al a plice which aflet taking inlo account the
mallels ptovided fot in Sectioh Sch. 3 1o the Offshove Act will enable that 04l
Cawnpany o accoont 1o the State for an ammonnt equal 1o MNetm Plice in tespect
of that Specified Yoluoe,

[b) Froun time 1o time ah 04l Compahy expeticha hgdifhicolly in disposing of
any pail of 1he Specified Wolune as provided fol in Subclanse (a) may
natify the Slate accotdingly and theveafler the State and that Chl Cowmpany
will hegotiate ih geod faith in an effoll o tesalve the Dil Company’s
difficulty,

(<) All conttacts of sale by an Ol Cawmpany of any of the State’s Production
Ehate shall be only for such veascnable peticds of e as ate cohsistent
with the iminimmn heeds of the i ndostry uhdet the Gitonrsta hoes, butih
ha evenl shall ahy such contiact be fol a period i excess of ohe yeat.
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144 Bollowing dispesition of ahy of 1he Specified Volume ah 0l Cownpany shall
account o the Slale oh whichever shall be the eatlier of:
[2) the date thiee [3) mmonths afiet laking delivery al the ship's lcading flange
of the televant pait of the Specified Yolume, ot
[b) whichevet of 1he following dates shal | be apptoptiate:

(il ifthesale is a1 anos lengih as defined in Section Sch. 3.2 of the
Offshote Act, seven [7) days after veceipt of payient in foll ot pait
thevect; o

(i) ifthe sale is otherthah al atm's length as afotesaid, seven [7) days
after the day the 0l Compahy is 1o teceive pawnent as provided in
the conltact fol sale for any Peltolewn which inclodes any pail of 2
Specified YVolume.

145 Upon an 04l Company fitst becowm hg awate thatl a Positive Day has occotted
ol is likely 1o eccot duting a Budgel Yeat which had net been expecied at the tioe of
an Dpetating Comunittes meeting as tefetted 1o in Clanse 14.2 i1 shall notify the State
accordingly. Such hotice shall ihclude—
[a) the date oh which1he Positive Day occotted o 15 ex pected lo oocul as the
case mnay be, ahd
[B) the vol moe of ploduction expecied 1o be available as the State’s
Preduction Shate forthe balance of the Bodgel Yeal.

If the Pasitive Day cccotted prict 1o the date of such notice the natice shall be
accowmpanied by a full accounting for the voluoe of the State’s Preduction Shave
disposed of by such Cil Coawnpany dotinglhe peticd between the Positive Dlay and the
date of the notice.

145 Within 30 days afier an 0il Compahny gives the State notice uhdel Claose
14.5 the Btate shall give that 0il Company hotice of the Specified Yol moe, i any, fou
that Oil Cowmpany for the balahce of the cutrent Budget Year:.

147 Any Ol Campany giving holice ondet Clanse 14.5 shall net dispose of any
of the Slate’s Productioh Shate between the date of that hotice and teceipt byitofa
hatice undet Clanse 146 except 1o the exlent hecessaty 1o satisfy any contiact enteted
ima bana fide befole the date of the hotice onder Claose 14.5 in which event the il
Couwopany shall account 1o the State in the manner prowvided in Clapse 144

142 The Joinl Opetating Agtennent shal | provide fol equilable adjustoent an 2
vegular petiedic basis for ahy imbalance which mmay eccol belween the Pradoction
Ehate of each Paity and the volume of Pettolewn 1aken by ot oh behalf of the
vespeclive Pallies ahd adjostiment of any sighificant dispatity ih papment of opetating
costs ahd expehses cansed by such imbalance.

Artlcle 15, State acqulsltion and ownershlp of facliitlas

13.1 "Works and Faclities™ ahd "Wolks ol Facilities” as the cohtext pelimils
meahs ahy of the installaticns and i nfrastroct ote ptovided for the Opetaticns by eithet
the Blate ot the 04l Companies and capable of being vsed by the Oil Companies, the
Hlate, Citizens ot olhel pelsahs caltying oh business in the locality theteof withoot
intetfeling with 1he use theteof by the 0il Counpa hies. Withoul liumiting 1he genetalily
of the foregoing the Patties envisage that Wotks and Facilities—
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[2) include ait fields, roads, polts, water suppl ¥, and sewelage faci lities,
except 1o the extent that any of them ale otilised to thei tfull capacity by
the 04l Coumpanies, ahd

[b) do het inclode residential accormunedaticn and adiminisitation buildings,
instal latiohs, and inftasttuctote divectly used in Pradocing,

PECVIDED THAT plovisioh by the Depattinent of Posts and Telegraphs of facilities
and setvices shall be the subject of 2 sepalale agleament.

15.2(a) At ahy Opetating Cowmunittee Meeting al which cohsttoctich of Wolks and
Facilities 15 1o be apploved Lthe Slate may by wiitlen notice 1o the Ohl
Counpanies elect o plovide he cosls, ol pald theteof, of any soch Works and
Facilities, ahd

[b) 2t any tioe afiet their constioction the State imay by natice tequite the O
Compahics 1o ttahsfel 1o il ownetship of ahy Wotks and Facilitics. As
saoh as placlicable afiet such hotice the 0il Cownpanies shall do all things
hecessaly 1o 1ta hsfel 1o the Slate title 1o the Works and Facilities
nowmnated ih the notice.

15.3 Whete the Stale tequives the Oil Counpanies 1o ltahsfer 1o il ahy Works and
Faci hties as provided in Subclanse 15.2(k) the State shall pay 1o the Cil Companies,
by annoal instalioents as provided in Subclanse 15.3(a) a poichase plice equal 1o the
then depreciated walue of such Wotks and Facilities, and the 0f | Cownpa nies shall pay
o the Stale anhoal capital user charges as provided ih Subclause 15.3(b).

[2) The 0l Cowmpanies each Buodgetl Yeal shall houminate the wncunt of the
anhoal instaliments of the putchase plice which shall be equoal 1 the
anhual aneont of depreciaticn that the 0§l Cowmpanies could have ol aimed
[ahd wonld have been entitled 1o claiim) as a dedoction allowable uhder
the Thoaume Tax Actin respect of that Work ot Facility bt for the transfer
of ownetshi p to the Blate. (It is the i ntention of the Patties that such
instalments of putchase plice shall hot be assessable i hoouoe ih the hahds
of the 0l Cowpanies fol the putpose of assessment of Pellelenn Thoowme
Tax),

[B) The Ol Comnpanies shall pay 1o the State within seven [7) days of the
vecei pt of any instalment referted toin Subclanse 13.3(a) a capital oset
chatge equal 1o the said instalioent. (U is the intentich of the Palties 1hat
such capital vsercharge shall be a deductich allowed onder the Thooune
Tax Act for the putpose of assessment of Petiolenn heoune Tax and
Additiohal Prefits Tax);

[=) T epelatichs peunanently cease in ot in telatioh to the Area and as 2 tesoll
the Slate ceases to pay any instaloent tefetved 1o in Subclaose 15.3(a), the
Ohl Commpanies shall have the tight e claio a deduction, as provided by
the Theoume Tax Act for the putpose of asessiment of Petielenn Lhoome
Tax, ahd Additiohal Profits Tax, equal 1o the amcunt that the Oil
Cowopanies would have claimed [and woold have been entitled 1o claim)
but fol the ttansfer of ownetship of thal Watk o Fad lity 1o 1he State.
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154 T at any tume the Slate acquibes ol plovides ahy Wolks ot Facilities undet
this Auicle 15, the State shall thetenpoh assmne bespensibility fol waintaining Lthe
assels 1o a plopel standatd and shall charge the Chl Counpa hies a mmainlehahce chalge
[which mmay incl ode an equitable propotticn of ditedl opetaling costs] Himited 1o the
costs of that imaintehance PROVIDED THAT the ammount of such maintenance chalge
shall be reduced by any amounl spent by an Oil Cawmpahy ohder Claose 15.5.

155 Whete the State has provided ol acquited Wotks ot Facilities fot the
putposes, of, ob undet this Agtesment and fails plopet! y 1o imai ilai h the same the Chl
Counpa hies toay, afiet 30 days netice 1o the Stale, and al theil owhn expense, cally ool
such work a5 is hecessary 1o biing the swoe upic a ploper standard.

Articla 16, UWUse of facllitles by third partlas

161 Athitd paiy will be peunitied to use Works and Facilities acquited fiouwm the
04l Cownpanies by the Slate and nat ulilised 1o theit full capacity. The State
uhdetakes o ensute that the thitd paily will be veqoived 1o pay a ptepoltichale shate
of any opetating, mmaintenance overhead and capital coslsin tespect of such Wolks
anhd Facilities aimohg other things having tegaid o

[a) the extent of the propattichale usage and likel y folute usage of the Warks
ol Facliies by the thiid party and the Chl Companies;

[B) the respective extents 1o which selvices ave plovided 1o the Ol Companies
and the thitd paily [where the Facility is a seivice Facility);

[=) any othet factol which vesolis in ot is likely 1o vesaltin sighificant dumage
1o ot deletictatioh of the Work ot Facility.

16.2 The Sate, the il Cowmpanies, and a thitd paily shall agree npoh ah ancont
which the thitd paily will payio the Ol Compames [(hetwithslahding ahy plict
ttansfer of the televant Works and Facilities 1o 1he State undet this Agreement)in
United Slates dollats or the Kiha eqoivalent at the date of payioent 1 capital
cohtibutich teflecti g the extent of the thitd pailys intehded ose of the Wotks and
Faci hities.

1563 Whete the Stale provides the cost of any madification 1mplovement
exlensich o expahsion of any Works of Facilities 1o weel 1he heeds of the CHl
Counpa hies the Stale imay charge the 04l Cownpanies a capital uset’s charge in vespect
of that Waotk or Facility 1o al low for 1he teconpuinent owel 2 teasohable peliod of the
wnouhl expended in previding the said cost by the State logether with 4 teaschable
velotn therecn.

164 Tetwithstandi nganyhing centained in Aticle 13 or Aticle 16 all such
Works and Facihities het acquited and imahaged by the State shall cominoe o be

managed by the 04l Commpanies ahd the 08| Cownpa hies shall have prictity of use
theteaf ovel all othel osels.
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Articla 17. Ratas and dutles

17.1 Eubject 1o any tequiterent of defence, foreigh ttade ot foteigh policy of this
Hlale, the safely of the public and quatantine and 1o the obligations of the Statle undet
multilateral i nerhatichal agreeioents 1o which the Slate is a paily the Gl Companies
any Affiliated Cotpolation and the agents and contraciets of the Oil Companies ot of
any Affiliated Cotpotation shall have 1he Hight 1o acquite impatt i nle and meove within
Papua Mew Goinea ahd use ahy plant mmachi hety equipument vehicles explosives fuels
reagehis ahd supphes which have a specialised applicatioh and vse 1h the Opelatichs
and 1o expoll fioun Papua NMew Goinea the peliolenm [whel hel processed o
alhetwise) tesultling fiown the Dpetations.

17.2 The 0¥l Cownpanies shall be subject 1o impetl duties and levies of genetal
application in accoldance with Papua Wew Goinea law fiow time 1o lime euoepl as
heteinafier provided.

17.3 Mo tale lax chatge due doty 1aliff ot othet levy shal | be applied to ol be
payable by the 0§l Camnpahies oh the expoll of ot ih tespect of the light 1o expolt
Petiolenin fioun Papua Mew Goinea by an 04l Campany ot 2 Related Campany.

174 Mo rate 1ax vent charge doe dutly 1a G or othet levy and ho legislation which
discliiminates against all or any of the 0il Cowpanies ot any wemnber of an 04l
Cowmpahy ok ahy beneficial owher of shaves in ahy of the 01l Compahies ol ahy
petsch engaged 1h the Opetations shall be payable by ot [as 1he case 1oy be)
applicable ie any of the 0§l Cowmpanies ot any such mewmbel ot beneficial owher ot
pelsen [as the caseimay be) in tespect of the Dpetations ot of ahy ihcowme alising
divecily ot inditect|y therefiom PROVIDED THAT nething in the Clause is inlended
1o plovide a basis fol challenging the validity of the petiolenm incouwne tax ot
additichal profits tax.

175 Any inpol doly which is sought 1o be immposed on the impotiation of any
plam machinery equi pument explosives chermcals of clhet supplies which al the time
when such doly is scughl 1o be 1ioposed ave iopotted inle Papoa Mew G hea sclel y
fot the putpose of and which have a specialised application and usein the Opetatichs
and which is sought 1o be iimposed at a tale in encess of Lhe avetage tate of doly fiowm
tiioe e time payable onh the impoltatich inte Papua Mew Guinea of the Customs Taift
numbeted 118 275 309 313 320 and 341 04 as set ol al the date theveof in the Second
Schedule o the Custours Taiff 1959 shall withootin any way whalsoevel limiti g the
intetptelatich of Clause 17.3 above be deewned 1o disclimminate against the Ol
Coumpa nies.

176 Mo Local Governoent Bates of Provi n@al Governioent Bates ol 1anes on
land calcolated 5o as 1o be clher than appronimately eqoal 1o tole or lax calcolated in
velatich 1o the unimptoved capital valoe of the suiface Hghts of the land shall be
payable by the 0§l Caunpahiesin tespect of land held by the Oil Campanies, oh which

1m hing et ihdustial activities ave cattied oh.
Articie 18, Gonsultation

18.1 The 0¥l Cownpanies shall cohsull fiom tiioe 1o time with lepiesentatives of
the Slate and shall futnish the State each siz ioohths with tepolls cohcething the
implementatich of:

[a) the traim hg and loca hsatich progranioe
[b) the ptovisiohs lelaling 1o local putchasing of supplies
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(5] the prowisions velaling 1o local business developioent and
[d) the provisichs belaling 1o ehvilehmenlal mahagenent.

Articla 19, Inspaction

19.1 The Oil Cownpanies shall ai all reasonable times allow the proper] y
accledited selvanls ot agents of the Stale [wheo shall establish their aothatily on
request) 1o inspect any aspect of the Opetations and likewise 12 inspect ahd lake
copics of the books of account and recotds of the 04l Cownpanies telating 1o the
Opetatichs ahd 1o ahy shipement, sale ob use of predocts of such Opetatichs.

Articie 20, Patantand tachnology rights

201 All hew plocesses, hew 1oet hads of manofaciorve and athet technelogical or
imechanical inhovatiohs developed within the Ol Cownpanies’ Opelaticns:

[a) shall rewmaih the propetly of the 0l Companies, which shall apply fot,
take ool and vetain such patenis and other techhelegy tnghts, ih Papua
Mew Goinea ol elsewhere, a5 10ay be necessaly and desitable 1o protect
the sune; and

[b) shall hot be sold, assighed, licenced, surtendeted, or ot herwise disposed of
by the 0il Companies except:

[i]  onthe basis of ah ano's length tansaction; ahd

[i1)  with the prior appleval of the Slate which apptoval shall net be
uhteasehably withheld.

202 Confracts 1o which any 04l Campany is a paly ptowviding for the patchase of
the right 1o use in the Operations any process, method or other technological
ihhovatioh:

[a) which ate hot cohltacts at ano’s lenglh, shall het be entered 1hie without
the plict cohsent of the Slate which cohsent shall hot be uhieaschabl y
withheld, and

[B) which ave conltacts al al's length shall be subumiited 1o the State fol
infolimation.

20.3 Fotthe putposes of this Alticle the tetn "ali’s lenglh” shall have the sune
mmeahing as ascli bed 12 it ih Sectioh Sch. 3.2 of the Offshote Act, except that conllacts
fol provisioh of selvioss which incidental 1o thei b petfonmance vequi e the use of any
such process, ioethed ob othel techhol ogical ihhevation the patent tights 1o which are
the propetty of any Oil Caunpany ot ah Affiliated Cotpotatich of ahy Oil Compahy
and which but fat the plovisions of Sectich Sch. 3.2(c) would be al an’s length shall
fot the pulposes of 1his Clause be deained 1o be a1 atin's length.

Articla 21,  Ass|gnmant

21.1 The State imay assigh, wilhoul the consent of the CH | Companies, al | ot palt
of its Wenture Tntetest 1o ahy cotpotation, stalulaty ot clhelwise, foumed in Papua
Mew Guinea and either:

[a) whally owned by the State, ob

[B) whally cwned by the Btate ahd ahcthel cotpolatioh ol othel colpolatichs,
slalototy o alhetwise folimed 1h Papua Mew Goinea and which ave
cohtiolled by the Btate and in which the State has a1 least a 50%: beneficial
ihlelest,
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PROVIDED THAT wested in such cotpotation ol cotpotalicons abe powels and
financial capacity sufficient 1o enable such of the Slale’s continwi ng obligatiohs undet
this Agreement a5 ate assighed 1o such cotpotation 1o be folfilled.

212 Subject 1o Clauses 21.1 and 21.3 and with the consent of 1he other Patties
which cohsent shall hot be uhveaschably withheld, all or any of the Parties woay
assigh, ol othetwise dispose of Ltheil i hletest o Hghts uhdel this Agteoment.

21.3 Ththe case of any assighioent ondet 1his Alicle 21 the assighee shall
uhdettabe 1o the Sale 1o assmime, obeelve and counply with all the obligations of the
assighotl in telatich 1o 1he mmattet assighed ol 1o the extent of the intetest assighed as
the case imay be. After the giving of any such undeitaking, the assighotshall be
telieved of iis obligatiohs undet 1his Agieement in velation 1o 1he matlet assighed ol 1o
the extent of the inlevest assighed as 1he case may be withool prejodice o pre-existing
rights accroed 1o the Slate agninst the assignot.

214 Motwithstandingihe fotegoing ptovisions of the Claoses 21.2 and 21.3 bot
subject 1o helinal statutely approvalsin foloe floum time 1o time,

[a) ahy CH| Company mmay chatge by way of fized ot floating chatge the
whole ot ahy pait of its Venture Thletest 1o secule the tepayment of, any
payment of interest and cthel fees, costs ahd ex penses telated 1o, all loans
mmade 1o that 04l Company 1o finance the project;, and

[B) the Dil Companies may welgage ahd chatge any specific assel [whethet
teal ol petsehal piopeliy] 1o secote the putchase plice theteof whete such
unount has been bottowed to finance the putchase of that asset,

and any meoiigagee ot chargee onder 2 mmeriguge o charge given by the Ol

Cownpa hies imay enelcise all lights of sale and other lights i ncluded in any insttoment
of imoligage ot chalge provided it shall first give the State al least twenty-eight days'
hatice of i ntehlich 1o exelcise those Lights.

Artlcla 22 Arbltatlon

221 Wal any time thete is ahy dispule, question ot diffetence of opinich [in this
Anticle 22 tefelted 1o as "I=ue”] between the Pallies concerhing Lhe application of ov
alis hg oul of seclich 924 of the Dffshote Act other than any dispole, questicn, ot
diffetence of opi nich in tespect of which plovisioh for seillement ot detelim naticn is
ptovided under the Theouwoe Tax Act 1959 the saioe shall, subject 1o Clanse 222 stand
vefetred 1o the arbitration of a single atbitrator, and soch tefetence shall be considered
asubimssich within the mmeaning of that explessioh given bylhe Arbittation Act 1951,

222 Afler any Issoe has atisen between 1he State on the one hand and the Oil
Cownpahies ot ahy of them oh the other hand, ahy Paty 1o that ssue mmay at ahy tioe
ptict 1o the appointoent of an arbiltatol by cohculience of the Palties ol putsuant 1o
the Arbittatich Acl, 1951 by hotice 1o the cther Palty o Palties therelo elect that the
plovisiohs of this Clavse shall apply 4o such Issue and in such event:
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[a) the Issoe shall stand referted 1o the atbittatioh of three arbiltatlors, che of
whaun shall be appointed by the State and ohe of whoun shall be appainted
by the cther Paily ol Palties 1o the Issoe and the thitd of whamshall be
agleed upoh by the Slale and the other Paly or Palies 1o the Issuein
wliting, ahd in defanlt of agteement within foarteen [14] days aflel the
Slate gives holice 1o the other Baly or Patties 1o the [ssue or the clher
Paity or Palties 1o the Issue gve nolice 1o the Slate vequiting 1he
appaintioent of such a thitd atbittator, shall be appointed 1n accolda hee
with the provisiohs of the Arbitiation Act 1951 fioun a pahel of five [5)
atbittatols 1o be howminated within a foither pericd of footeen [14) days
theteafiet by the President and Chaitman of the Boatd of O veclols (ot
failing him the Chief Execotive] hol being 2 Citizen of Papoa New Guinea
of the Asian Developioent Bank (o, failing soch houwm hatien, fioun any
panel of atbilitols which the petsen ot body appai nting the thitd
atbittatol cohsidels satisfactory] PROVIDED THAT no petsch shall be
eligible fol appoiniment as a thitd arbitiatot [ohless the State and the Ol
Couwmpanies clhetwise agleein wiiling in ahy patlicolat case) if al the time
of his ploposed appoinlioent he is ol has beeh al any tiuoe plict thevelo 2
citizeh ot tesident of Papua ™New Guinea, the Camunehweallth of Australia,
Canada, ot the United States of Ametica;

(b if any arbitrator refuses 1o acl, is incapable of acting ot dies, 2 hew
arbitrater shall be appot nted by the paly appei hting Lthe ctiginal arbitator
ot [in the case of the thitd atbiltatet] in accotdance with the procedore
ptovided fol in Subclanse 22.2(a),

[<) if on such vefetence ohe Pauy fails 1o appoint an atbittatet either
cliginally ot by way of substituticn as aforesaid within fouiteen [14) days
afier the cthet Paily [having appoi hled i1s atbittator] has given 4o it hotice
1o appoi ht such arbittatol, the atbittation mway proceed in the absence of
such atbittatol; and

[d) such atbitraticn shall be held a1 such place [whethet i nside or colside
Papua Mew Guoinea) as the arbiltators delenmne.

22.3 W any Paity o any atbiltatioh undetthis Clause so tequesis Lhe atbiltalot or
atbittatols shal | state, in the folun of a special case fob the opinich of 1he Waticnal
Coull of Papua Mew Goinea, any question of law alising in the coulse of the
tefelehce, ahd ahy opinich giveh shall be subject 1o the notmal tight of appeal.

224 Anawald imade oh ah atbittation shall have foloe ahd effedt as fol lows—
[a) if by the awaid i1is adjudged that the decision of the State is cottect then
the decisich of the State in tespect to the Issue shal | stand; bot
(b if the arbittatol adj ndges 1hat the decision of the State is ihcotrect then he
shall further adjudge what the Moo Plice shouold bein which event the
decision of the Atbiliater shall be binding oh the Palties.
Artlcla 23 Law applicabla
231 This Agreeinent shall be goverhed by and cohsttoed ih accotdahce with the
law of Papua Mew Guoinea.

Articla 24 Warlatlon
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2+.1 The Pallies way frow time 1o tioe by agleement in wiiti ng add 1o, substitote
fot, cancel ab vaty all ot any of the provisions of this Agleement, 1he Licences, any
Crevel opuoent Licehoe, ot any lease, loehoe, tight o grant granted hereohder ol
pulsnant herelo ot ahy ploglamne, ptoposal ob plan apptoval hevennder, fot the
putpose of mote efficiently ot satisfactoli |y implementi ng ot facilitating ahy of the

objects of this Aglenment.

242 Whete an agieement inade putsuanl to Claose 24.1 constilotes ah alietatich
of ahy Auticle ot Claose vefetted 1o in Claose 3.2, the valiatich agieeioent shall
cohlain a declataticn 1o that effect, and the Slale shall as sooh asis placticable
intteduoe and spohsal in the Mational Patlianent 2 Bill for an Act 1o applove that
valiatich agieament and give fotoe of law 1o 1he alletatich of the Hights heveander.
That valiatich agieeinent shall be subject 1o the coming into fotce of 1he approving

Al

243 Any agresmment made putsoant 1o Clavse 241 which does hot constilole an
wnendineht of ahy Clause veferted 1o 1h Clause 3.2 shal | be tabled by the State in the
Matichal Patliament within the fitst twelve [12) sitling days next followi ng is

execulioh.

Articla 25 Motivas

25.1 All hotices, hotificatiohs, cohsents, applovals, undetlakings, applicatiohs,
tequesls, offels, tepolis, teluths, electiohs, ahd ploposals reqoived Lo be ol which may
be given, imade, furhished or subumitted onder this Agreemment shall, unless the context
ctherwise tequiles, bein wiiting sighed by a Minister of the State ot the Divector of
the Cffice of Minetals ahd Enelgy ob [as the case imay be) a divectol ol sectelaly ob
othet desighated teplesentative of the 0il Coumpanies, and if i wiiting shall be
sufficientl y given, furhished ot subimitted if delively i ob posted by plepaid post to
the addiess fouselvice of the Pally ot Palties 1o whowm il is 1o be given, mmade,
fornished or subumitted, and all such covmmonications if posted as afovesaid shall,
ohles ptoven olhetwise, be deeined 1o have been teceived in the oidinaty cootse of

post

252 The addresses for service:
[a) of the State shall be:

(i

(i)

fot the purposes of Sob-clanse 13.3(c)

The P lito= WinisdeL,
Cenllal Gevel hio= il CHfices,
Waigani, Papu: Mew Soinm

ol by post fo:

The P lito= WinisdeL,
Cenlial Sovel hio= i Cfices,
Walds 3iip Post Office,
Waigahi,

Fapoa Mew Goihem

Telephohe: Pout Wolshy 271211
Telkw: SEMTROF WE 22144; and

fot all ether potposes:
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The THi=ciol,

e Ufwhelah:dehelgy,
HKohedobn,

Papoa New Goihe

ol by post fo:

The Tt i=ciolL,

CHficm of Wlinealsand En=igy,
Pl Bow 2352,

HKohedobn,

Fapoa New Goihe

Telephohe: 25 1130
Telex: WABTRED ME 22211

[b) of the 04l Companies shall be:

Alco Aostinlo Litnfled,
212 Bridge Slvmet,
Spdhey, & m=tlialb

ol by post 1o

Alco dostiali Litfed,
3P0 Bow 2521,
Sypdney W5, 2001,
Apstialia.

Telephohe: 5 ydhey 27T &1
Telez: 21297

Anstialiah Sope ol Gl Cotopahy Lifoited,
4315 Apsdialia Squ:le Towel,

Gecll.g\e Sdlme,

Sypdhey, M 5N . 2000

Ansiialia.

Attention: M. Ledinghato

Te Ephuhc: S_'lld.hl:_'ll TEm
Telkz: 11271

ahd 1o

Aostialiah Sopetiol Sl Cormpany Limited,
Hiat City Mational Bank Boilding,
Hoosioh, Tezs 154

ol by post 1o

Aostialiah Sopetiol CHl Cormpany Limited,
Pl Bow 1521,

Hoosioh, Tezas, 77001, 154,

Adtention: TE. Reid

Telephohe: Hoosoh 2245111
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Tekz: TT 5162

Cahadiah Sopetiol CHl (Aol ) Piy. T4d,
Thie= Calgaly Plac=,

155 Foouth Aveho= 5.,

Calgary, &lbe=ua, T2P T3, Canada
Atlention: HI. Caine

Tekphohe: (401 2674110
Tek=: 033 26640

Exwo Papoa Mew G oihea The.,
Ci-Ezpbiation Wamgel,
E=xwo Apnsiiolia Lirmited,

127 Hmnt Sdvmet,

Sypdhey, M 5N . 2000

Te Ephuhe: N55T
Telez: A4 0544

Sohlay Aoslalian Gl Compahy The.,
Snit= 404, Cothay Boilding,
Sihgapol= ¢

Atlention: T. Adatoe.

Telephohe: 12 3032
Telez: RE215%1

and 1o

Sohlay Aoslialan Zil Compahy The.,
P2 Bow 10,

001 Bl_-.uh Tclm:l..

Tallas, Tezs, 75221, TLE A
Atlention: W.R. Broocks.

Tekephone: £ 2141 T44 222 2
Tekz: T3 2323
Any Paly mmay change its addiess for setvice by plict holice ih accoldance with this
Auticle.

25.3 Whete the il Caumpanies ave requi ted 1o subumt any plans, proposals, ot
cther matetial for the approval of the State, the date of subimissicn shal | be deained 1o
be 1he date on which the Sate veceives the said plans, propesals ot clher mmaterial.

Articla 26 Tarmination

26.1 The State ooy tetm nate this Agleenent by notice 1o 1the il Comnpaniesin
any of the following events—

[a) if the 0l Cawnpanhies abandon the Licence o tepodiate theit obligatichs
uhdet this Agreement ahd Opelatiohs ave hot tesmmed ot such defanlt
made geod within a petiod of siaty (600 days afler hotice as provided in
Clanse 26.2 15 given by the Sate 1o the Ol Counpanies,
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[b) if the Stale can establish that in granting i1s approval 12 ahy proposal inade
ohdet the Cffshote Act ob clhetwise it lelied upoh a statemmenl mmade by
the 04l Coumpanies hol behg ah estunate based oh judginent exetcised 1h
good faith oh the application of khowledge available a1 the time the
estunale is 1oade and 1 15 showh the Tl Cownpa mes inlended soch
slatewnent o be false ol imsleading,

[) if the Licehce ok ahy exlensiohs ol lehewal theteof is plopetly foufeiled
doe 1o default by the 0l Campanies ot is suttendeted undet the Ohshote
Act,

[d) if the 0il Cowmpanhies do hot subumt proposals ih accordance with Aticle
1.

252 The hatice 1o be given by the State in tetirs of Sobclanse 26.1(a) shall
specify the natule of the defaull ot other glound so entitling the State to exelcise such
tight of detetimination and whete apprepliale and khowh le the State the Paily ot
Pallies tespohs ble thevefor and shall be given i each of the 0l Cawpahies.

26.3 Folihe putposes of Claose 26.10a) the 0il Compahies shall netl be deaned 1o
have abandoned the Licence o tepudiated 1heit obligations unless all peisehs fot the
tiioe being bound, whethel as assighees of the 0§l Campanies ob ot helrwise, 1o
petfonn the obligations of the 04l Campanies heteunder, have abandened the Licence
ol tepudiated the obligatichs.

264 This Agteament shall tetiminate oh the expity ol suttendel of the Licence and
all Developioent Licehces issued ovel any patl of the Atea o ahy tehewal ot
extensich of ahy of then.

256.5 T this Agteement is tetminated aflet the grant of 2 Developoent Licence al |
situct uves, instal latichs, plant, ahd egqui puoent:

[a) which can be temmoved fioun the Alea within six (&) months afier the
natice of telimnatioh and withoot itiepatable dunage to the Avea ot any
vermaining situctuve, installations, plant and equipioent 1oa y be terooved
by the Parties; and

[B) all sther strociures, ihstal latiohs, plant, equi pioent and hoh-mmovable assets
of the Palties in the Aea shall thetenpoh becoune the ptopetty of the State
without any cost 1o the Stale o ahy liability forthe State 1o pay
counpensation Lhevefol, and fleed and dischatged from al | imeligages and
other encumbrances. All wmatetials, supplies and other inovable assets of
the Paties in the Avea which ave full y depreciated for tax putposes shall
likewise become the plopeily of the Slate, bt ahy such mmatetals, supplics
and othel mmovable assets which ave nat full p depleciated fol tax pulposes
shall be offered by the Palties fol sale to the State at their depreciated
waloe.

2656 The Ol Counpanies shall de all such th hgs as 1he Sale mmay veaschably
tequile io give effect io 1he plovisions of this Aticle 26 and the 04l Cowmpanies shall
make available iz the State the tesulls of the Thvestigations and Stodies 1o the extent
thatthey have been cartied oot by the Ol Counpanies before the date of tewim nation.

267 This Aticle 26 shall cantinoe in fotce hotwithstanding the tetmination of the
vest of this Agteeinent and 1may be sued upan or enfolced against the CF | Compa nies.
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2568 Tetum hatich of 1his Agteement uhdel this Adicle 25 shall be withoot
pej udice 1o any tights of any of the Pallies fou any antecedent bieach of covenant ot
agleciment.

269 Motwithstandinganything 1o the contiary conlai ned hetein, shoold any law,
staiole ob tegulatich be passed in Papoa Mew Doinea ot becawne effective in Papoa
Mew Guinea, subsequent 1o 31st Blarch 1977, and shoold such law, statute o
tegulatich ablogate ot imatetial ly altet the fanduoental conttactnal tights ot
cbligatichs of the 04l Cownpanies heteandet, the 0l Counpa hies shall have the tight 1o
give the State &0 days notice of their inlentian 1o telimnale this Aglecioent withouot
futthet obligation 1o the Stale except as 1o Llights o Habilities in tespect of any
antecedent breach of this Agleement.

Articla 27. Amandmants to oparating agreamant

27.1 Fetihe putposes of this Allicle 27 the DOpetating Agrecment shal | be deained
1o apply only in vespect of the Avea, the Licence ot any Development Licence.

27.2 The Pallies shall couunehoe a5 sooh as placlicable 1o negotiate in good faith
wilh Lthe objective of agieeing oh the foun and content of 2 Joinl Operating
Agreeinent 1o acoold substantial ly with the provisions of the Dpetatling Agreenent
but 1a veflect:

[a) changes in1he paties bound thereby and the citcnmstances of theit
assacialich, ahd

[b) the possible acquisitich by the Slate of 2 Ventute Thletest, and

[c) unendments hecessaly 1o give effect Lo the plovisions of Lhis Agreciment.

27.3 the Paties have hot execuled the Joinl Opetaling Agteemment al the date the
Flale elects 1o acquite 2 Yentlate Intevest uhder Clanse 13.3 the State shall a5 ahd fiom
that date be deeined 1o be 2 patly 1o the Opetating Agleement with full 1ights 1o attend
and vele at all Opelating Cowmumitee Beeti ngs.

274 Afler the date of this Agtecinent the Dil Companies mmay hol ammend ot
teplace 1he Opelating Agreement withoot the appleval of the State.

27.5 Wilhouol Himiing the genetalily of the fotegoing the Palties agiee thal Aticle
YL shall be deleted 1h ils entively ahd:

() the fallowing alticles ol clanses of the Opetating Agteement should be
teviewed fol the pulposes of Clanses 27.2—
Clavse 5.1,56.2, and &.3
Articles TX, ¥, KL KIL XL and BV, and

[b) that addiichal provisichs 1o ihcloded 1h the Joint Opetati hg Agreement 1o
provide fol Opetatiohs by less than all patties 1o 1hal Agresment.

Articla 28, Miscallanaous

28.1 Mostunp duly ot other fees ob chatges shall be payable 1o the State in
vespect of ahy assighioent ol ttansfer of any Paticipating Thtetest ol Yenlote Tntelest
ih the Licehce ot the Yentobe Assels by ah il Counpany 1o the Slatle orio ah
Affiliated Cotpotatioh incotpotated in Papua Tew Guinea if such assighioent is
vequived 1o coumply with the plavisions of the Acts.
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28.2 Subject 1o cohsidetatiohs of hatichal secatity the State shall gtant o the Ol
Couopa hies such licences, penmils and other ighls ahd exemmplicns 15 ave within ils
powel 1o glant and which teaschably may be tequived by the 01l Commpanies 1o enable
the Ol Counpanies to folfil theit obligations and enjoy theil tights and benefits under
the Licenhce, the Acts, ol this Aglesment.

28.3 Tfthe State elects 1o acquite 2 Yentute Inievest thereafier the Paities shall
owh all the Wenlule Assefs as tehahts ih cowuneh, howevel, the expenditute of the Ol
Couwnpa hies uhdet 1his Agleeinent shall be showh ah the accounting vecotds of the Chl
Counpa hies ehlitel y 25 expenses, chalges, and costs of the Ol Cowmpanies in
plepallich to theil tespeclive Pallici pating Intetests and shall be veflected for
putpases of the fiscal dispositions of the applicable United States law in 1he balance
sheet and profil and loss accounts of anly the 0l Campanies.

284+ Whethet an election shall be made 1o have this Yenlote excl oded fioun the
application of 1he ptovisions of Sub-chapter Kof Chapler 1 of Sub-title 4 of the
United Slates Interhal Bevenne Code of 1994, shall be detetnined by EPMG for each
Calendar Year during which EPMNG has incutted expenditutes under Alicle 13, The
initial deteti natioh shall be imade and furhished in wiiling 1o 1he other Patties ho
later than 13th Apeil, 1977, and if vequested by the Dpelatet i do se, the State will
execale a lax agtennent for Uniled Stales lax putposes in a foun 1o be apploved by
the Palties.

28.5 Consislent with tequiveinents of the law and natichal secotily 1he State shall
use its best effolls 1o have foreign wotkets and theit dependants 1o be emmployed in the
Opetatichs ih accotdance with the approved traihing and lecalisatioh plogramine
cxpediticus| ¥ granled such pelioits as 1oay be hecessaty 1o avthotize then 1o entet, te-
enlet, mave within, tewain in and depall fiown Papua MNew Goinea and to wotk oh ot
in conneclion with the Operatichs.

Articla 29. Matural gas and gas liquids

22.1 T shall be the tespansibility of the 0il Companies 1o detetinine whethet
predoction of Matoral Gas or Watutal Gas Liguids is cowruoetcial ahd whethet ot nat 1o
cohsituct and ihstall faci lities 1o ehable preduction of such Matutal Gas ot Natural Gas
Liguids.

292 Matural Gas and Matulal Gas Liquids wil| be disposed of by the Paties at the
first paint of ineasotewne downstiewn flom the cutlel flange of the field gas
sepataicl ih the Avea beyohd which peint the States Wentule Thicresi shall cease.

29.3 Moun Price for all putposes for Matoral Gas and Matulal Gas Liqoids will be
the plice specified in conllacts for 11s sale enteted into with the prict apploval of the
Eate which will het be uhieaschably withheld.

29+ Subject 10 the absence of Regulations 1o the conttaty ondet 1he Acts the Ol
Couwnpa hies mmay flave gas hecessalily produced with clude oil and hot heeded ih the
Opetatichs ahd 1he sale of which is hot ecohoumically justified.
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295 The Sale tecoghises Lhat 115 electich 1o acquive op to a 22.5% Yentore
Inierest mmay prevent the 0il Companies flawm predocing oh 2 comoelcial basis
Matoral Gas ot Gas Liguids discovered ih the Atea. Thetefore, if the il Compa hies in
a preposal ohdet Clause 7.1 preduce evidenoe that such MWatural Gas or Gas Liguids
cahhat be plodoced oh a cowmuoetcial basis if the Slate elects 1o acquite a 22.5%
Venlure Thietest, the Slate will hegotiate ih good faith with the intentich of aglesing
oh such leser Yentowe Tnietest as will al low a Matural Gas or Gas Liquids projedt 1o
ploceed oh a2 coumunercial basis.

Articla 20, Tiilas

30.1 Subject 1o Clause 30.2 the provisiohs of the Offshote Act and each of them
shall apply motatis mutandis (e and in tespect of 1he Licence in lien of the plovisions
of the Ohshove Act as1f the Licence wete a Peltolemn Prospecting Licehce issued
pulsoant 1a and in accetdance with Sectioh 18 of the Offshole Adt.

30.2 The following plovisichs of the Onshove Act, thal s 1o say:
Seclioh &,
Sectiohs 11 1o 24 inclusive, exoept fol sub-section [3)(d) of Section 21,
Seclichs 26 1o 28 inclusive,
Seclichs 30 1o 3+ inclusive;
Seclichs 37 and 38,
Seclichs 53 1o 57 inclusive,
Secliohs 59 10 &4 inclusive,
Sectiohs 71 1o T4+ inclosive,
Secliohs 77 ahd 78,
Seclion 80,
Seclich §2;
Seclions 8610 21 inclusive,
Seclichs 94+ and 95,
Seclich 99, and
Sectich 100, and applicable vegulatichs mmade thereunder;

shall apply motlatis mmutandis 1o and in tespect of the Licence PROVIDED THAT in
the event of conflict ol incohsislency bel weeh—

[a) the definitichs contained ih Seclich & of the Onshote Act and a definition
conained in Sectioh 1 of the Offshote Act the latter shall prevail and
apply 1o 1he Licence accordingly, and

[B) the provisiohs of the Offshote Al and the plovisiohs of the Onshove Act
in lespect to the lights of the 0l Counpa hies 1o access to ahd accopatich
of the sutface of the Avea the latler shall prevail and appl ¥ 1o the Licence
accold hgly.

30.3 As sooh as beaschably practicable afier execotich of this Agreement the State
shall inttednce and spohsct in the Matiohal Patliament a Bill for ah Acl 1o tegulate
explotatich for and predoction of Peltalemn ih those ateas of Papua Mew Guinea
athet than the offshole atea within the mmeaning of the Offshove Acl. T is the Slatle’s
intention that soch Bill substantially veflecis 1he spinil of this Agreemment and contains
na provisions which, if enacted, woold mmatetiall y affect the tights and cbligations of
the 0il Counpahies heteundet.
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304 T new legislalich providing folexplotation for and preduction of Petiolenn
in 1he ehshote avea of Papua Mew Guinea is hot enacled by the Watiohal Padiament
and epelative priot 1o the 0l Campanies netifying the Slate of theit intention 1o
noumi hate a Block ondet section 28 of the Offshole Act, all the provisiohs of the
Offshate Act shall thetenpoh cease 1z apply 1o the Licence, the provisions of the
Onshote Act specified in clavse 30.2 shall cantinoe 1o apply theiels and the vemaini hg
plavisiohs of the Onshote Act shal| theteupon apply 1o and in tespect of the License
1o 1he extent 1o which they ot any of thewm ave ot 15 capable of so applying and the
Winisier.

30.5 The State will prepate and subumt 1o the O8] Cowmpanies 2 imap of the A lea
showi hg the subdivision of the Avea inle Blocks. Soch subdivision will be consistent
with 1the existing subdivision of 1he avea of the Tettilotial Sea and Continental Shelf
of Papua Wew Guinea.

305 Molwithstandinganything centained in the Onshove Act ot the Offshote a1,
the Licence shal | be deeioed 1o have been glanted 1o the 0] Cownpanies fol a tetm of
six (5] yeals coimumencing oh the fisl day of Septembet, 1975

307 Wtihe Ol Caunpanies have cowoplied with the Licence Conditiohs ahd
provisiohs of the Acts in 5o fat as they apply 1o the Licehces and the Alea io the date
of comimencerment of the Act veferted 1o in Claose 30.3 the State shall forthwith after
such comoencement gran 1o the 04l Cownpanies onder soch new Act, and in
substitotich fou the Licence, 1he necessaty Lights and titles 1o anthotize the Chl
Cownpa hies 1o cohlinoe 1o explote and prospedt for Peltelenm ol 1o plodoce Peltalemn
discoveted within the Avea oh lelims hot less favootable than these previous|y
applicable.

TN WITNESS wheresf this Agreeimnent has been doly executed by the Palties, the day
and yeat fist hetei hbefote wiitlen.
Sighed for ahd oh behalf of the
Ihdependent State of Papua Mew Guinea

] Johh Guoise
]

by the Governor Genetal, Sir John Guise, ) John Goise,
]
]

actihg with and in accoldahce with the Goverhol Gehetal
advice of 1the Matichal Execotive Counal:

C. ¥an Lieshool

Witlhess

Eighed, sealed and deliveted oh behalfof )
Suhtay Avsttahan Ol Cammpany The, by s )
doly constiioled Attothey in the presence ]
of: ]

Thowas Adaioe, Tr.

Wendell I. Baves

Withess
Sighed, sealed and deliveved oh behalfof ) Walte: E. Baker
Arco Aopstialia Limited by its doly 1
cohstiloted Allethey in the presence of:

Dezsee I Hajdo
Withess
The Cowunoh Seal of Canadiah Sopetior ] W.hi. Blahshatd
Oil [Auvst) Ply. Lid., was hetennto affized )
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by aothotily of the diteciols in the plesence ) Dhrectol
of: ]
MY, Ledinghwo.
Secietaly
Sighed, sealed and deliveted oh behalfof )
Apstrahan Sopeticr il Coampahy Lunited )
by ils duly constitoted Atlcthey ih 1he 1
plesence of: ]
MY, Ledinghun
¥ithess
Sighed, sealed and delivered oh behalfof ) K. Richards
Esso Papoa Mew Goihea Lhe., by iis doly 1
constitoted Allothey in 1he presence of: 1

E.W. Hooke
Withess

W.hi. Blanshard
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SCHEDULE 6
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AGREEMENT
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THIS AGREEMENT made the day of, 1976 BETWEEN THE IMOEPEMDENT
STATE OF PAPUA NEW GUMNEA (hevein called "the State”) of 1he fitst pail and
ARCOAUSTRALLA LIMITED [hewein called "Arce"), AUSTRALLAN SUPERIOR
OIL COMPANY LTMITED (hetein called "Anstralian™), CANADTAN SUPERICR
OIL [AUST.) FTY. LTC. (herein called "Canadian”), EES0 PAPUA MEW CUINEA
IMNC. [hevein called "EPMG"), and SUMBAY AUSTRALLA™ OIL CO. (hevein called
"Sunray") [hevein called collectively "the Oil Coumpanies” which expression shall be
1aken 1o vefet also 4o each such company sevelal ly) of the second pati:

WHEREAS

A Petim nowober 62 issoed potsoant 1o the Peliolenm [Prospecti ng and Bblining)
Act 1951 15 held by the vl Commpahies subject 1z theil bespective Lighls and
obligaticns as specified:
[i1  inthesaid Petiolenn (Prospecting and Bining) Act 1951;
[11])  ihthe said Petmit homber &9,
(i) in an agreement dated the 2nd day of May, 1964, aimong Tasiman
il Piy. Lid,, Anacapa Corporation, Sunray O Ol Cowmpany, and
Phillips Pettolemn Campany; and
[i¥] in an agrecment dated the Ph day of Bay, 1975 anchg Alcs,
Australian, Canadian, ahd Suntay of the ohe patl and EPNG of the
cther patt,
ih each case as vatied by this Aglesment;
B. The Slale tecoghises:

[i]  thatdiscovely of coutumetcial quantities of Petiolenn in Papoa Mew
Guinea will be of majol ecohaumc sighificance 1o the people of
Papua Mew Goinea,

[i)  thaliz enhance the plospects of such discovely, Lthe Stale intends 1o
vel ¥ on and penomi companies such as the Ol Cownpa hies 1o explote
for and pradoce any Petiolenn discovelies,

(i) thatthe Of] Companies will spend latge suics of mmohey on
explotation for Petrolenin and on developioent of facilities 1o
preduce ahy comunelcial quantities of Petiolemn discoveted, ahd

[i¥] 1thatthe abilily of the CHl Companies to spend aimeunts of mmohey
tefetted 1o above will be dependent in patt upoh the cettainty and
lahg tetin stabilily of the telirs opoh which the State petimits the Ol
Counpa hies 1o opetate within Papoa New Goinea.

C. The Slale is ahxicus to ehsule thal the developoent of any comnoetcial
discoveies of Peltelenm will secote Lthe imarimmm benefil for and adeguately
contibule 1o the advancement and the social and ecohoumic welfate of, Lhe people of
Papua Mew Goinea, includi ng the peaple in the vicinity of the Dil Campanies”
opelatiohs ih 2 mmahhet cohsistent wilh theit heeds ahd the protection of Lheir

envi lohment.
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D. The Sale ploposes 1o ihiledoce ahd spensal 1h the Matichal Pathaiment by its
fitst sitting in 1977, a Bill for an Act 1o pravide for explotation for and pradoction of
Petrolenim ih aveas othet thah 1he offshove avea within the ieaning of the Pettolewn
[Subioetged Lands) Act 1975, and 11 15 the Slate’s intenticn thal soch Bill substantially
teflect the spitil of this Agtesiment and conlaih he plovisions which if enacted would
matetially affect the Hights and obligations of the 0§l Cowmpanies.

E. The Slale and the 0| Counpahies have agreed oh 2 hombet of mattels which
ave sel colin this Agieerment and while ackhowledging that legislative soveleighly in
Papua Mew Guoinea is vesled in the Maticnal Parlianent wish the imatters agreed opon
1o be ah endutingattahgemment ahd do het intend that they shoold be alleved cther than
by agteciment between the State and the Chl Camnpanies.

NOW THIS AGREEMENT WITHMESEES ASE FOLLOWS:
Articlaq1. Definktlons

Lh this Agleement, uhless the cohlext ot helwise bequi les:

"Accumnlated Liaki lity” has the ieaning ascribed 1o il in Claose 13.1;

"Acts" imeans both 1the Offshore Ad and the Onshote Adl,

"Affilated Cotpotatioh” ieahs, ih telation 1o any Paity a velated coumpany of
that Parly ahd "related company™ has the smoe 1oea hing asclibed thetels
by Sectioh &(3) of the Cammpanies Act 1963,

“the Agreeiment” ineans this Agresment logeiher with the Annexoves heielo;

"Apploved Proposals” ipeans proposals of uoended proposals subimitted to
the State potsoant 1o the provisions of the Offshore Act and appioved by
the State putsuant 1o that Act;

“the Area” mmeans the avea coveted by the Prospecting Licence,

"Buodgel Yeal” ioeans a calendar yeal corunencing oh 15t Tahoaty and ending
ah the next succeeding 3151 Deceinbet;

"Citizen" means a citizen, [whethel natutal borh ot hatota lised) of Lhe State;

"Development” 1oeans aclivities in ot in relation 1o a Developiment Avea
callied ah ih acooldahce with the Opetali hg Agleemnent ol Joinl Opelating
Agreement fol the purpose of constructing and installing the fasi lities and
inftasituciote hecessaty Lo ehable Praduction fioim the Avea;

"Developument Area” mmeans the Blocks compliz ng 2 Developunent Licence;

"Developunent Licence™ moeahs a Development Licence granted uhdel the
Offshole Acl ol a lease glanled ondel the Ohshote Act within the Licence
Alea;

"Exploratioh” and "Prospecting” moeah activities in ol ih kelatich 1o the Alea
cartied oh fol the putpose of identifyi hgin the fist instance the location
of ahy Petiolenm ttaps ih the Atea ahd thereafiet ih telatioh 1o each
Peticleun ttap 1o detetim he whethet 11 constiloles a teselvaoil cohlainihg
sufficient Peliclemn Lo justify Development,

"Fotegene Prodoction™ has the ioeaning ascribed 1o it in Clanse 13.1;

"Tnvestigalichs ahd Stodies” means the 1 hvestigatiohs ahd stodies requived by
the Blinister onder section 284 of the Offshote Act;

“Ioiml Operating Agreamehl” 1oeahs 1he agieeinent 1o be hegetiated by the
Paties ih substitotion fot the Opetating Agteament,
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"Licence” and "Petrolenn Licence” ioean Penmi number 5% ot any renewal,
extehsich ol leplaceiment theteof ot ahy peltelemn licence issued 1o 1he
04| Couwmpa hies ovel ahy of the Atea pulsoant 1o the Ohshole Act,

"Licehce Conditiohs” 1neahs those conditiohs ihcloded 1h the Licence o ahy
Developument Licence by the Binistel as provided fol in the Offshore Act,

"Licehoe Year” means 2 12 mehlh peticd cowmmencing ih the fist instahce oh

1sl Zeptemnber, 1975 and theteaflet the 12 mmonth pelied cowmmena hg oh
15t September in each yeal;

"Cffshore Act” mmeans the Pettolenn [Subimerged Lands) Act 1975,
"Onshote Act” mmeans the Peltelemn [Plrespecting and Bining) Act 1951
"Opelati hg Agreement” mmeans the agleenent dated the 2nd day of Jahoaty

1984 aoehg Tamman 04l Ply. Lid., Ahacapa Cotpotation, Suhtay DFE Ol
Couwopany and Phillips Pettelenn Commpany, a5 amended prict 1o the date
heteof and as tegisteted with the Winister for Mines and Enelgy, and io
which all the Chl Companmies ate how desined 1o be, ol ale, palties, as
furthet amended froun time to time by the Patties;

"Opetati hg Cormumitee” has the smne ineahing 1h this Agreeinent as the

1mea hihg asclibed 1o 11 10 the Operati hg Agleeinent ;

"Opelatichs” ioeahs opetalichs and activities cattied ool ohder the Opetating

Agreeinent and the Joint Operating Agreement and inclodes Explotation,
Cevelopiment and Praduc hg ot any of them as the cohlext petimits,

"Paity” ol "Pallies” ineans lespectively a pally ol palties 1o this Agleement

and theil bespeclive successols ahd pelimitied assighs;

"Patticipating Lhievest" mmeans the ohdivided petceniage intetest of each of the

Chl Cownpanies ih the Yenlore Assets imioediatel y phict o the ass ghioent
1o the SBlate of its Venlate Thievest. Al1he date of this Agleeinent the
ves pective Paticipating Thierests ave:

Alco 10.0%:
Ansitahan 1.5%
Canadian 1.5%
EPMNG 62 5%
Suhtay 12.5%

"Peticlenin Thoowe Tax” and "Additional Profits Tax" have the same

imea hing ih 1his Agreeioent as the ineaning asctibed 1o then in the Theowe
Tax Acl 1959,

"Pesitive Day” has the mmeahing asclibed 1o itih Clanse 13.1,
"Preducing” 1oeans activities ihvelved ih ol in belatien 1o produc ng, leating,

tLahsimn it hg, kahs polli hg, sioling, ot handli ng of Petiolenm prodoced
fiowm within the Avea, and includes exttactich of Peticlenn by any
petimited ioeihod, and all wotk and cperalichs necessary o cohvenient
fol the foregoi ng,

"Preductich Shate™ has the moeaning asclhibed 1z 1110 Claose 13.1;
“Shotifall Peliod” has the meanihg asclibed 1o it in Claose 13.1,
"Simple Tnierest” has the ioeaning asctibed 1011 in Claose 13.1;
"Epecified Volume" has the ioeahing asclibed to i1 ih Claose 141,

-172 -



Petroleum (Gulf of Papua) Agreements 1976 Sch. 6

"Wenluve Assels" imeans Propeity whether teal ob petscnal owned al 1he dale
the State gives hotice ondet Clanse 13.3 ot theteafier acquited as tehants
ih cowmimoh—

[a) by the Oil Counpanies ih plopottich 1o theit vespeciive Partic patihg
Ihtetest until the State elects to acquive s Yenlote Thtetest, and
thereafier

[B) by the Paries in plopoiticn 1o theil tespective Yenlote Ll bests,

ahd ihcludes the Licence, ahy Developiment Licehces grahied ovel the
Apea, watenials, plant, and equipoent and any Peltelenn discovered 1n the
Alea,

"Venlure Intetest” 1oeans Lthe ondivided petcentage i netest fliom time Lo tune
in the Ventore A=sels and Opelatichs of a Paily afiet the assighioent 1o 1he
State of a percentage i ntevest in the Yentove Assels and O perations,

"Works and Facihties" and "Wotks or Faclies" have the meaning asciibed
1o thewnin Aticle 15;

"Block”, "Moot Puce”, "Peliclenn”, and "Boyally” have the sune ioeaning
in this Agtesiment as Lthe ioeaning asclibed 1o them ih the Offshote Acl.

Articla 2. Interpratation

2.1 Thihis Agteeinent ohless the cohtent otherwise tequoi es—

[a) mohelaty refetences ate tefetences 1o Papua Mew Guihea cottency uhless
otherwise specifically expressed,

[B) the headings de het affect Lthe inletpietation ol consliuctich;

[) vefetence i an Act includes the aimendiments 1o that At fot the time being
in fotoe and alse to any Act passed in substilolich thetefote and any
regulations for the time being in fotoe thereandet,

[d) walds unpotting the singolar 1 helode the plural and vice velsa;

[e) wolds unpotting ahy gender ihclode the other genders;

(f) vefetences 4o a pelsoh include a cotpotatich ahd vice velsa,

[g) vefetence 1o ah Alicle, Claose ol Subclanse is 1o ah Atticle, Claose ot
Subclavse of 1his Aglecioent;

[h) vefetence 1o 2 Binister shall ean the blinistet fot the time being having
vespons bility for the padicolar subject imatter accoldi ng 1o the context.

22 Whete any plowisioh of this Aglesment constiloles ah uhdetlaking by ohe of
the Palties 1o make a payinent ol to petfolin sone acl ol fo catty ool soune obligation
ol o assume saune besponsibilily ot habilily e te grant scioe night, cohcession ol
advantage that Paty shall by its execotich heteof be deewned 1o have covenanted ahd
agteed with the cther Pally accotdingly and whete any such prowvisicn constitoles such
an ondetaking by the Cil Compa nies theve shall be desined 1o be a covenant and
agreewment by all of than jointly and each of thew sevetally in vespect of such
uhdettaking.

Articla 3. Effact on and of othar bws

3.1 The Atticles and Claoses listed in Clanse 3.2 ave 1o have the foloe of law and
apply not withstanding anylhing 1= the contiaty in any othel law in fouce in Papoa
Mew Guinea, ahd ha law at any timme in fotee in Papua Mew Guoinea inade afier the
caunumehcenent of 1his Agreeinent shal | affect these Aticles and Clanses:
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[a) unless the conttaty inentioh appeals explessly inthal law; or
[b) except as plovided by Lthis Agleemment.

3.2 The ptovisichs of Clause 3.1 shall apply 1o the following—
[a) Anicle 5
[B) Adicle &
[c) Clanse 17.6
[d) Clanse 28.1
() Auticle 30 except for Clause 30.3 and 30.5.

Article 4.  Gondltlons pracedant

+.1 A= sooh as beaschably practicable afiet execotion of this Agreenent the State
shall inttedoce and spenset in the Mational Patliament in a folin agreed open by the
Pauties, 2 Bill fot ah Act 1o approve this Agreeinent ahd 1o give the force of law 1o the
Aticles and Claoses specified in Claose 3.2.

42 This Agteemenishall be woid and of ho effect and nohe of the Paties shal |
have ahy claiim against any other Parly wilth vespect 1o ahy matter crihing alising ool
of, dene o peifolined undet 1his Agreement unless the Acl tefelved 1o in Subclause
+.1[a) shall cowme inta effect prict 1o 315t day of Bavch, 1977.

Articlas.  Currancy

5.1 Wouds and expressichs which have a cellaih mmeani hg whete used in the

Foreigh Exchange Regnlaticns inade under the Central Banking Act 1993 shall have
the saioe imeaning whete osed in this Article 5.

52 The Ol Companies shall be entitled 1o tetain in foleigh cottency culside
Papua MNew Guinea ploceeds of sale of all Peliclenn pteduced by the 0l Counpa hies
and expolied ovelseas 1o the exlent hecessaly 1o ehable the Oil Compahies 1o meet
theit obligatiohs 1o pay foteigh cuttency doti hg the ensui g thee [3) mehths in
tes pect of:

[a) the ptincipal of, intetest ahd selvices chalges oh and othet fees and
expenses telaled 1o loans made 1o the 04l Companies in foteigh colvency
fol putposes of theil opetatiohs undel 1his Agteciment by peisens hot
vesident in Papua ™Wew Guinea, whete the telirs of such leans have been
apptoved by the Bank of Papua Mew Guinea undel the Foteigh Exchange
Regulatiohs; and

[b) courumitiments ih foleigh cottehcy Lo petschs hot tesident ih Papua Mew
Guihea fot the suppl y of goods and selvices 1o the 08l Cammpanies
[ihcl nding capilal goods and selvices of foleigh employees and
cohsullanis); ahd

(<) cuwmumitiments in tespect of dividends payable 1o shateholders vesident
oulside Papua Mew Goihea,

previded that the aineunts concethed ate exlablished 1o the teaschable satisfaction of
the Slate.

5.3 Whete ainounts of foveigh curtency expecied 1o be tequived by any ofthe il
Counpa hies fot the putposes desclibed in Clanse 5.2 10 ahy thiee imenth petiod exceed
the ancunts of foleigh cottency eathings expected 1o be teceived by any of the Ol
Counpa hies ih that petied, such 0l Company mmay tequest the State lo held foleign
cuttency fol it 1o 1he level of the possi ble shottfall bul hol exceedi ng foteigh cuttency
vequibeine hts for potposes of loan repayioents wheteupoh—
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[a) the Ol Campany cohcethed shall natify 1the State of the ammoont of the
expected shottfall and the cottencies in which the shottfall is likely 1o
accul;

[b) the State, after consullatioh with the Bank of Papoa Mew Goinea, will
advise the 04l Campahy cohcethed of the Kina equivalent of 1he shattfal|
al1he exchange rate then prevailing;

(5] the Ol Commpany concerned will lend 1o the State and the State will
bottow flom the 04l Campany cohcerhed that wncunt in Kina,

[d) the State through the Bank of Papua ew Guinea will hold depasits of
foreigh exchange in the cultehcy 1o which payments will bemade and of
unouhts sufficient 1o mmake such payioents ih accotdahce with the notice
which the Chl Commpany concerhed has given 1o the Stale ohder Subclause
5.3(a);

[e) the State will pay intetest 1o the 04l Cowpany cohcethed onh such foleigh
cuttency deposils al a tate per annwn which is the rate which the Bank of
Papua Mew Coihea caths fol the State oh those deposits less ohe half of
ohe percent [0.5%:) pet anhmn 1o covel the Bank of Papoa Mew Guineas
adumn histralive ahd overhead costs, and

[£) the State will vepay ahy lean mmade by the 04l Company cehcethed ondet
this Clapse 5.3 in the cotvencies in which the deposils ate held al the timme
paynents ih those cotbehcies by the Ol Company cohcethed ave doe, such
unouhts ih foteigh cottehcy 1o be applied i b dischatge of the Kina ammount
of the oligihal lean at the exchange tate tuling at the time of the otigi hal
lzan.

54 The Oil Counpanies will hot be subjedt 1o ot himied by regulations or staloles
telating = foteigh exchanhge and the conltal theteof 1hat ave less favoutable 1o the Chl
Counpa hies ot ahy of thew than the tegulatiohs and staloles of genetal application to
pelschs dealing with foveigh exchange in Papua New Goinea hat will tegulatiehs ot
staloles el ati hg 1o foteigh exchange and the contrel theteof be applied in velatioh to
any of the CHl Coumpahies ih 1 mannet |ess favoutable 1o thean than the mannet in
which 1they ave genetall y applied 1o cthers 1o whown they ave applicable.

55  Atall tunes the Ml Compames shall have the tight 1o buy and sell Kina at
tales of exchahge ho less favoutable than those available o olher comuetcial buyels
and sel lets of that cotiency.

5.6 The Oil Companies imay establish foreigh cuttency accounts i Papua Mew
Guoinea PROYIDED THAT such deposils do het conltavene Exchange Contiol
vequiteine his ahd contain deposils consideted by the Government 1o be reascnablein
vel atich 1z the Oil Companies’ heeds.

57  Unles clherwise ditected by the State and except a5 provided in Clapses 5.2
and 5.6, each 0l Coumpany shall cohvell all its foleigh cuttency eathings fioun
Opetatichs uhdel this Agleement inle Kina and et the ploceeds 1o Papoa MNew
Cuihea to 2 bank account i the haoe of the 0§l Cowmpany fol its ose.

5.8 Totwithstandinganyhing o the cohttaryin the Acts, 1the Matichal
Ihvestioent Devel cproent Authotity Act, the Thooune Tax At or other legslation
appl i hg 1o the Opetatichs, the il Counpa hies may—

[2) keep theil books of account ahd other vecotds in both Kina and United
Sates dollars; and
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[b) moake all calcolations under any stalole ot vegulaticn (incloding but
withoot limiting the geneta ity of 1he foregoing calculations for Royalty,
Petrolenn Thooune Tax, Additichal Profits Tax) and for Fotegone
Productioh, ahd Specified Vol woe ahd cthel matlers atising undet Lhis
Agreeinent, the Opetating Agreeinent ahd 1he Joint Opetating Agleciment
in Kina or United States dellats. When appl ying fot the fitst Developmoent
Licenoe within the Avea each Oil Commpany shall elecl 1o mmake such
calculations theveafier in either Kina ot United States dellars. If such
calcolatiohs ave mmade 1h United States dollats the Sate shall accept
payment of suchlaxes and olhet mmoheys in Kina cohvelled fioun United
Hlates dollats as provided in the following fotmula:

K=ExD
whele,

K moeans the smoin Kina payable 1o the State for any of 1he stated
putposes; S meahs the sum expressed 1h Uhited States dollals 1o be
cohvelted 1o Kina; O mmeans the mmeah of the avetage of the Diail p
Bublished Buying and Selling Rates of Kina against the United
Sales dollar doting the Budgel Yeat, ot in the case of Royally
duting the imanth, for which the calcuolation is being iade. The
"Crail y Published Buying and Selling Rates” moeans the boying and
selling tates fioum tiime 1o time poblished by the Bank of Papoa Mew
Guihea ot such cthet buying and selling tates as may from lime 1o
tiime be published and vecognised by the Slale as the official buying
and selling tate. In calculating the ioean of the avetage of the Dail y
Bublished Buying and Selling Bates 1he average of the buying and
selling tates applying on each day on which the Bank of Papua Mew
Guihea is open 1o the public fol business llahsaclichs shall be
aggtegated and 1he tesult divided by that sane humber of days.

ArticiaB. MDA raglstation

6.1  TMotwithstandinganyhing explessly cr unpliedly 1o the contrary contained in
the Matichal Thvestuoent and Devel opioent Act 1974 and ih particolar hetwithstanding
the plovisiohs of Section 4+ of that Act, the 0§l Compahies fiown the date of issue of
the fitst Developuoent Licence shall be decioed Lo be tegisteted undet that Actin
tespect of the aclivities of Explolation, Developmoent and Predud ng [bol hat
including vefining of crode @il) and other activities hecessalily incidental therelo and
cohtemmplated by or bequi ved 1o catty cul Exploration ot the A pploved Proposals, on
the following cohditichs:

[a) the 0¥l Coumpanies shall hat withoutl the approval of the Matichal
Ihvestiment and Developoent Aol hality carty oh ahy activities excepl
those necessan |y incidental i Explotation or the Approved Proposals,
and

(b the vegistration shall be for the doration of 1his Agreeioent and shall be
decined 1o be cancelled upoh the tetim hatich of this Agrecment for any

Leasch whalsoevel.
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Articla?.  Proposals

7.1 The Oil Caunpanies shall subumit 1o the State in suppott of any application fot
2 Developioent Licence and in addition 1o detailed ploposals as teqoived by secticn 30
of the Offshote A
[a) the financial analysis of plospective cash flows of the Dpelaticns;
[B) mmatters which the Ol Coumpahies imay cohsidel televan! io suppoll a
request putsuahi 1o Claose 295 that the State elect 1o acquoite a Ventowe
Intetest less than the mmaximom provided for in Claose 13.3.

7.2 The State shall iteal as cenfidential all mmatetial and infelmation sopplied 1o
the Slate uhder Subclaose 7.1(a) and undet Seclich 284 (3] of the Offshote Act being
the vesulis of stodies vefetred 1o 1h Section 284[2)(a) and [b) of that Act PROYIDED
THAT if this Agtecioent is letiminaled as provided in A licle 26 the matetial and
infalmatich shall becowne the propeily of 1he Stale and woay be used by the Statein
such mmahhel as it thinks fit.

7.3 Hihe Oil Conpanies desite 1o madify, expand ot clhetwise substantially
valy theil activities beyohd those specified in any Apploved Ploposals, eithet by
ohdettabing ahy hew activily ol by 2 mmajot eapansich of activities specified in the
Approved Proposals, the 0il Cownpanies shall give hotice of such desite 1o 1he State
and within twa mohths theteafiet shall subunit 1o the State detailed ptoposalsin
tes pect of the desi ed ioodi fication, expansicn o vatiatich.

Articla 8.  Gonskeration of proposals

2.1 The Zateshall het ohreaschably withhold 11s apploval o the proposals
tefetted 1o ih Subsectich 30(1)(c) of 1the Offshore Act and if the State apploves soch
pleposals withoul unendment, i shall netify the 04l Companies accotdingl y al the
suoe tune as the Bl nister setves oh the Gil Companies the insitooent ondel sectich
31 of the Offshote Act.

2.2 T 1ihe Sale does hotintend 1o applove withool amendioent the ploposals
refeted 1z ih Subsection 30[1)ic) of the Offshore Act, the State within thuee (3]
manths of tecei pl of such proposals shall netify the Dil Cowmpanies that i wishes to:—

[2) defel considetatich of ot decisieh upeh the sune uhtil such tiwe as the Cil
Cowmpanies subumit a fulthet propesal ob proposals in respect of some
mmatiet mentiched in Sectich 284 of the Offshote Acl hol coveted by the
s1id proposals and 1h such case the State shall disclose 1o the Ol
Cownpanies the teasons thetefol and specify the futther proposal ot
ploposals; cr

[b) approve 1the said plopesals subject to the Ol Cownpanies mmaking soch
alletatich thetele ol cownplying with such condilichs as the State thinks
teasanable and in such 2 case the Slale shall disclose its leasehs fol
vequiti ngsoch altetations ol iioposing such conditicns.

2.3 Tihedecision of the Slate is 1o be as mentiohed in Clause 8.2 the State shall
affotd the Oi Cownpanies full oppolionily 1o cehsull with it and shoold the Cil
Cownpa hies so desite, 1o subinil hew proposals either genetal ly orin vespect of scuine
patticolar mmattet.
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Articla8.  Tralnlng and locallsatlan

2.1 The Oil Caunpanies halding a Developing Licence in tegatd 1o ahy pait of
the Avea shall pleglessively teplace foveigh petsonnel [employed with 1he apploval of
the Slaie) with Citizens, 10 accoltdance with the training and lecalisation plogranme
which foums pall of the vepolt furhished 1o the Tinister undel seclion 284 of the
Offshote Act PROVIDED THAT if the ttaining and lecalisation pleglanine is
distupled by citcmmstahces ol events [whethet ol hot they constitote fotce majente
within the meaning of Auticle 11) which make it difficult or impess ble fou the Cil
Couopa hies 1o counply with Ltheir obligaticns onder such pregranioe, the Chl
Counpa hies 1oa y give hotice theteof 1o 1he State, togethet with allethative ot tevised
plans te achieve 1he objects of the pait of the 1iai hing and lecalisatioh proglanioe
which is affected, and the State within one [1) oonth of 1hat hetice shall either—

[a) applove those alterhative ol tevised plans; or

[b) meetl with the Oil Companhies 1o discuss 1he alterhative ol levised plans. If
such discussiohs do hot lead 1o the State’s approval of alterhative o
vevised plans, which approvals shall net ohreaschably be withheld, the Chl
Couopanies shall be bound by their otig nal obkligaticns ondet the i ning
and lecalisation preglanioe, except that they shall net be liable for any
delay cansed by fol lowing the procedutes undet this Subclanse and
subject always 1o the 0§l Compahies being able 1o claim force majeate
uhder Article 11.

22 The Blateshall give such assistance 1o the il Cownpahies as s beasohably
vequited ih the fotonalatich of Ltheit traini hg ahd localisatioh plogtanme ahd in
vectuitment of Citizens, and ohdel hotioal cohditions shall make available its facilities
fot vocatiohal and technical traini ng.

2.3 Training and instroction pursuant to the training and lecalisation progranme
shall be given by employess ot agents of 1he Oil Coammpanies whe ave proficient in the
English language.

24 [a) The Ol Counpahies helding a Development Licence joi nily shall
attange in co-opetation with the State assi ghioents for the States Eioployees,
hol 1o exceed mmate thah ten [10) 10 any yeal ot al ahy tioe, 1o the Ol
Cownpanhies’ opetatichs whether ih Papoa Mew Goinea ol ovelseas, 1o assistin
tiaihi hg such employees for imahagetial, plofessichal, ahd techhical positichs
fot the Stale PROVIDED THAT ifany 0il Cownpany being a patly 1o this
Agreenent has fulfilled ot partly fulfilled a like obligation under any like
ageement with the State 1o which the Oil Cowmpanies ate alsz a paty this claose
9.+ shall be deewed 1o have been fulfilled 1o the extent thal such like obligatichs
hawve been fulfilled by the 04l Companies.

[b) The salaties ahd othet expenses of such Slate emmployess shall be bathe by
the State PROYIDED THAT whilsi any such Slate emmployee is divectl y
engaged in the 04l Caunpanies’ opetatlicns, salaty and expenses of such
employee shall be borne by the 04l Companies.

95 s faras is placticable the il Counpanies shal| give fitst preference in
employinent 1o Cilizens whose place of arigin is in the atea of any Developient
Licehce.
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Articlea 10.  Local suppllas and businass devalopmant

12.1 The Oil Counpanies shal l:

[2) use and putchase goods ahd setvices supplied, ptedoced, ot wahofactored
in Papua Mew Gunea whenever the sune can be oblained ol commpetitive
prices and oh counpelilive lelims, cendilicons and delivery dates and avein
all substantive vespects of a quality compatable with those available from
oulside Papua Mew Guoihea; and

[b) encoutage and assist Citizens desi toos of establishi hg busi hesses
ploviding goods and setvices fouthe 0l Companies’ apetatichs ahd for
any fowh cohsitocled ptimalily for potposes of the D9l Companies'
opetalions and the tesidents theteof; PROVIDED THAT the Ol
Companies shall het be obliged or called npoh 1o grant o lend mohey 1o
ahy Papua Mew Goihea Cilizeh b ahy local entetplise; and

() make maximon ose of Papua Mew Cuoihea sub-cohtraciols whele selvices
of comnpa table slahdards with those cblainable elsewhele inside ol cuiside
Papua Wew Cuinea abe available flomm them al competitive plices, and oh
cownpetilive Lets, cohditichs, and delively o peifelinance dates; and

[d) whete il is hecessaly to unpoll vehicles, machi hety, plant of equipment,
and such ilews ate not potchased divect fioun the manofaciover by the Ol
Cowmpahies, effect the putchase of such ilews thioogh ttadels opetati ng in
Papua Mew Guinea, PROVIDED THAT such 1teos ave avai lable thicogh
such lradels at 2 comnpetitive plice, and oh competilive lelims, conhditions,
and delivery date and prowided always that the il Couopanies shall net be

boohd 1o comply with this Subclavse 1h ahy case whele comphia hoe would
adwetzel y affect the financing of the 081 Counpa hies” opelations ob any pail
therect.

102 Thsofal as il s praclicable, the 0l Campanies shall give fitst prefetence in
theil assistahce uhdet Subclanses (b and (<) of Claose 10.1 1o Citi zehs oligi hating
ficum Lthe sub-plovince ih which Peliolenn is plodoced.

Articla 11. Forca majaura

11.1 Any failove on the pait of a Paty heteto 1o compl ¥ with any of the tetims,
cohditiohs, and plovisichs of 1his Agteenent [except any obligation of the Oil
Cownpahy 1o mmake payoent of Imohey 1o the State) shall hot be gloonds for
tetumhation ob give ahothel Paity hevelo any claim fol dunages insofal as such failove
alises fioun folce mmajeure, if the f isl-ioentiched Pally haslaken all apploptiale
precantiohs, doe cabe ahd reaschable allerhative ineasuves with objeclive of avoiding
such failuve and of caltying ool its obligatichs undel this Agteemnent. That Pally shall
take al| teaschable ioeasoles 1o termove such ihabi ity e fulfil tenos and conditiohs of
this Agleemment with the minimom of delay.
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112 FBotthe putposes of 1his Agteement, folce imajeure shall include wat,
insotvection, civil disturbances, blockades, Hots, emmba 1goes, sitkes, bans, lioiaticns,
and ethel laboot dispotes [FROVIDED THAT the Chl Counpa hies shall ot be
vequived 1o agiee 1o a seltlewnent of any patticolar labout dispute solel y fot the
putposes of tetminating a conditioh of fotce mmajente), land dispotes, e pidemics,
ealthquakes, stotios, floods, ot othet advelse weal hel: conditiohs, eaplosicns, fites,
lightning, bleakdown of machi nery ot facilities, shotlages of laboot, Ltans potiaticon,
foel, powel ot essential plant equipioent, ol mateials ol ahy othet event which the
patiy claiming foloe mmajente could net teaschably be expecied 1o prevent ot cantial,
and in the case of the 0l Counpanies shall inclode any delay or failuve by the State 1o
give ahy cohsenl ol apptoval requited uhder this Agreemment o uhder ahy applicable
law, butl shall hat inclode any event cansed by the failute 1o obselve good o lfield
plactice not ahy evenl cansed by negligence in the plovision of adequale supelvisich
of the Opetation.

11.3 The 0¥l Cowopanies shall natify the Stale oh theit becowmng awate of an
event of foloe imajeure affecting theil ability 1o fulfil the tetios and conditions of this
Agreement, ol ahy evenl which imay endangel the hatoral resouolces in the Avea and
shall sumlatly notify the State oh the vestotation of hotml cohditichs.

Articlea 12  Extansions of tima

12.1 Motwithstandingahy plevisien of this Agteaoent, the Slale mmay at the
request of the 0§l Commpanies fioum tiioe 1o time extend any petiod tefetved 1o in this
Agreeinent fot such longel peliod o substitole for any date tefetved 1o in this
Agresment such later date as it thinks fit, hotwithstanding that at the time of such
cxlehsich ol subsiilotich such petied wmay have expived ot such dale inay have been
passed.

Article 13, Stata participation
13.1 Tntihis Agteement, ohless the context clhelwise tequoi les:
*Accumnlated Liaka hty” ioeans ah ancont caleolated 10 accotdance with the
following fonmula:
AL=3¥1IE+D+0OC)1+5-F
whele,
AListhe Slate’s Accmmulated Liabi iy 1o an Dl Company;
EVTis the Slate’s Venlate Thietest expressed as a fraction,
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E is the amount of allowable explotatich and plospecling expendilate as
defined in Sobsection 184+E(1) of the Thcome Tax Act 1951 i which
would have been allowable bot for an election ondet Section 164T of that
Actspent by the Ol Company in ot in velation 1o the avea between
Eeptember 1, 1975 and pliot 1o the issoe of 1he fitst development licehce
ovel pall of the Area and in recoghition of explotaticn and plospecting
operalions cohdocted by ihe Palies porsnant io nghis ot tilles held by
them prict 1o Seplembet 1, 1975 such additichal aimoonts of allowable
explotatioh ahd prospecti ng expenditute, defined as afovesaid, spent by
the 04l Coumpany ih et ih telation 1o the Avea pliot 1o Seplewmber 1, 1975
and within 11 years prict 1o the issue of the fitst development licehce over
pati of the Avea, PROVIDED THAT if the ten of licence is extended as
plovided in Sectich 234 of the Offshore Acl theteafiet the uncunt of
allowable explotatich and plospecling expendilute, defined as aforesaid,
shall be redoced each yeal dulihg such extended teun by the amount
botne by the Ol Caunpany of the 1etal ancunt expended with the approval
of the Opetating Comumitiee oh Opetatichs duting 1the 12th peal pteceding
thal yeat.

D isthe sum of the amconts of allowable capital expenditue and
allowable explotatioh ahd ptospecting expendilote as defined ih Sectichs
1ad4 and 164E of the Thoowne Tax Act 1951 o which would have been
allowable bot forthe election undet Sectioh 164T of thal Act spent by the
il Cowmpanyin et in velatioh 1o the Avea afier the isoe of 2 Developioent
Licehoe ahd doti hg a Shottfal| Petiod,

0OC isthe amcunt spent by the 0il Counpahies oh Opetatichs doling a
Shettfall Peried and net included in E ot Oy,

Eisthe uncon paid by the Oil Company 1o the Sate ohder Claose 13.7;

EFisthe value al Wetn Price of Fotegone Prodoction teceived by the 4l
Company less ahy uncon paid uhder Sobclaoses 13.8(a) and [B);

"Botegone Production” means the vol nioe of the State’s Prodoction Shate

faregone in favour of the 04l Counpanies ot ahy of them i b satisfaction ot
palt satisfaction of the iteins vefetted 1o ih Clause 13.8,

"Positive Day” oeans a day oh which the Slate’s Accumolated Liabahity 1o an

Gil Company is redoced 1o zelo;

"Productioh Shate” mmeans a plepotlion of the Peltolemn produced from

within the Avea equal 1o 2 Paily’s Ventote Tntevest which a Paity fioun
time 1w ¥ be entitled 1o beceive and sepalately dispose of,

"Shatifall Peliod" meahs 2 cohli huoos i ntetval of tioe dotihg which the State

has and cohtinues 1o have ah Accumulated Liakility to ahy che ot mote of
the Ol Cowopanies;

"Simple Thietest” imeans a petcentage inlerest rale equal 1o 5 petcenlage

paints in excess of —

- 181 -

Sch. 6



Sch. 6 Petroleum (Gulf of Papua) Agreements 1976

[a) the anhual tate of inletesl oh dowestic cotpolalion bollowings lated
A&d inthe U5 A, as poblished in the Solvey of Cottent Busi ness
by the U.5.A. Departiment of Camnetce—Butean of BEconamic
Analysis applying al the date of issoe of the fiist Devel opment
Licence issned over pail of the Avea, such rate 1o be adjusted
quatietly; ov

B ifsuch taleis nel published, 2 coumpatable fate deletum ned in such
imannet as the Paties shall agres,

13.2[a) The Patlies shall setile the tetirs of the Joint Opelaling Agleeinent as sooh as
practicable. Excepl as provided in Aticle 27, 1hat Agreeinent shal | acoord
substantially with the Opetating Agtesment bul shall be subject 1o the tetms of
this Agreement and in the event of inconsistency, this Agteement shall prevail,

[b) The Joint Opetating Agtecinent shall 1ake effect when the last of the

Paties execules such Agreeiment.

13.3(a) The 3tate ;oa y acquive an unencoumbered 1nterest in the Yenlore Assets and
Opelatiohs 1o 2 howmhated petcentage (hol exceedi ng 224 petcent eithel of such
Venlute Amels ahd Opetatichs ot of the Patticipating Intetest of ahy palliculat
Oil Cownpany] by giving hatice 1o each 0il Cowmpany 1o that effect within foar
[+] mmenths aflel the issoe of the fitst Devel opuoent Licence ovet pail of the
Avea. On and froun the fitst day of the calendar mmanth next followi ng the menth
in which the Slale gave notice as afolesaid the Yentove Intetest of each Chl
Cownpahy shall be equal 1o 11s Patici pating Ihietest apploptiately veduced by the
1htetest acquived by 1he State;

[b) A sooh as practicable aflel the Slale has given hotice potsoant 1o
Sobclanse 13.3(a), 1the Palies shall execule the Joinl Opetating
Agreement (i not alveady execoted) and shall de all things necessaty
foumal ly 1o vest that Interest in the State,

(=) B within iwe (2) mmonths afier the issue of the fi 13t Development Licehce
ovel pal ofthe Area the State has hot given hotice ohder Subclanse [a)
the Oil Counpanies within 1he thitd mmenth after the issue of that
Development Licence shall give nolice 1o the Prime binister that such
election has hot been inade by the Slate. Theteafier if a notice Undet
Subclanse [a)is not teceived by the Ol Companies within the timme
specified ih Subclanse (1) the State shall be deemed 1o have elected hot 1o
acquibe a Yentove hlerest.

[d) Botihwith afiet giving hotice ohdet Subclause 13.3(a) electing 1o acquite a
¥enlove Interest the Siaie shall be entitled 1o attend and vote at all
meetings of the Opetating Coumumittes and 1o teceive hotice ahd agendas
for all such weetings.

134 Encepl as clherwise provided in 1his Agreeioent each Paily shall takein kind
ils Prodoction Shate prodoced and saved from the A bea.

13.5 During each Shaoutfal| Petied: —
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[a) the Blate shall fotego its Prodoction Shate in favoul of those Ol
Cownpanies 1o which the State has for the time being ah Accmmol ated
Liabi ity and the said Coumpanies shall be entitled 1o and shal [ take all
such Foregone Ploduction fiee of encombtance in the sevelal plopotiichs
which each such Chl Company's tespective Yenlove Ihietesl beals 1o the
smum of the Yentuve Tntetest of all such Companies,

[B) an 04l Campany shall be entitled to vecoup cul of Fotegehe Preduction—

[11  the Sates Accmmolated Liabilily tosuch Oil Company; and

(1] Suople Interest oh the 3ate’s Accounoloied Liabilily coimoena ng as
the case imay be oh and fiom either,
aa. thedaleof the nolice by the State under Claose 13.3, ot

bb. thedale ah which such il Compahy reunbolses the State
uhdet Clavse 13.7; and

caunputed calendat manthl y fieun the 1st day of each soch moenth on
the weah of the balahces of Accumulated Liability at the opening of
business ch the fitst day and closing of business oh the last day of
the calendal imenth fol which the calculation is beihg ioade
PROVIDED THAT in deleunining the balance of Accumolated
Liability ai the close of bus hess oh the last day of the imonth, ha
teduction of the Accmmulated Liakility for that imenth shall betaken
inle account and i lew theveof the amount of Simple Thietest
payable fol the imohth shall be reduced by ah uncunt eqoal 1=
Sinple Inievest calcolated on the wpoont by which Accomolated
Liabkility is deemed 1o have been reduced 10 thal moenth as provided
in Sub-clanse 13.8(c) compuoted for the petiod corminencing fiow the
date Accounulated Liabi ity is deeioed 1o have been tedoced 1o 1he
last day of that woenth; and
[c) sales of Petiolenm ploduced fiown the Atea by an 08l Cownpahy, 1o which
the State has fol the timme being an Accumolated Liability shall be deamed
12 have been composed of pottioh of that 0l Companys Predoction Shate
and potlich of Botegone Produclion teceived by that 0l Cownpany in the
tes pective plepotlions which that il Counpanys Venlote Thietes beals 1o
the ptodoct of the State’s Yentote Thietest and that said 04l Companys
Ventote Interest divided by the soum of the Ventove Interests of all il
Coumpanies 1o which the State had ah Accummolated Liability at the time of
each such sale.

13.6la) Except as ptovided in Subclanse [b) the Patties shal| beat all the cosls of the
Opetaticns in prtopoiicn to ther tespective Yentute Inievests;

[b) Subject to Clase 13.10 doting each Shoufall Petied the 0l Counpanies
shall bear all the costs of 1the Opelations in plopotticn 1o theil tespective
Paticipating Ihterests ontil the occottence of the fitst Positive Diay.
Theteafiet, duti hg the balahce of each such Shatifall Peticd the said costs
shall be bathe as follows:

[i] by each Oil Company 1o which the Slate fot the tioe being has ho
Accumnuolated Liability—as 1o a percentage equal o its Wenluve
Thietest;

ahd as 1o the balance
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[i1) by those othet 0f| Cowmpahies 1o which the State fol the time being
has an Accumulated Liability—in the several propotticns which
each such Cowmpany’s tespective ¥entuote Tnietest beals 1o the s of
the Ventove Intetests of all such Cownpanies PROVIDED THAT if
duting a Bodgel Yeat afler a Positive Day all of the Oil Companies
to which the Slate has an Accumolated Liability give hotice i the
cther Cil Cownpa hies and prodoce evidence 1hal the State’s Yentove
Lntetest shate of the costs of 1he Operations forthe Budget Yeal
exceeds the valoe of its Fotegone Piodoction for the sane peried all
04l Counpanies shal | fotthwith coumunence and theteafler continoe to
beat the costs of the Opetatiohs until the hext Positive Day in
prepattich io their respective Paici pati ng Thletest.

137 Wdotinga Bodgel Yeal ot pati thetecf which is hot a Shotifall Peticd, the
Sate gives hotlice o the Chl Cowmpanies and prodoces evidence thal the Stale’s
Wenlute Inletest shate of 1he costs of the Opetations fob the preceeding petiod of that
Budge Yeal exceed the ploceeds received by the Stale fiown disposal of 1he State’s
Preduction Shave for that petiod the 04l Campanies shall in ptopotticn 1o theit
vespective Pallici pati ng Thletests and within sixly (50) days after ecei pt of such
natice ahd evide hee veimbatse the Slate the umeont of such shoutfall.

13.8 Foregehe Productioh taken by ah Ml Counpany shall be apphied in the
followi ng ordet of prictity:

[2) 1o pay Royally undetrthe Offshore Act oh such Foregohe Production;

[b) 1o pay Sunple Tntetesl on the Slate’s Accumolated Liability calcolaled as
provided in Claose 13.5;

[2) 1o reduce the Accmmulated Liakility 1o the said Oil Compahy. Any
reduction of Accmmolated Liability undet this Sobclaose 13.8(c) shall be
desined 1o be imade oh the day the Chl Company is 1o teceive payioent as
plovided in ahy cohtiact of sale fou Peticlenin, which date shall be
cohsistent with and teflect tetins of credil allowed ot recognised by the
Wi nistet as plovided in Sectioh Sch.3 .4 of 1he Offshole Acl ol as
clhelwise agheed upoh belween the Stlate and the Oil Counpahy.

139 Any tights under this Agteciment in bespect of onsatishied Accnmolated
Liability shall cease and the State shall net be locked o fol tecoupunent ot
tei imbutsene i thereof:
[2) by ahy 0¥l Company oh teunination of 1his Agteement as plovided ih
Alticle 25, ol
[b) by anh Ol Counpahy opoh its withdrawing fiom this Agleement and
suttendeting its Parlic pati ng Thietest or Yenlove Inietest in the Licence
and in all Dievelopunent Licences ovel any padl of the Area,

13.10When elecling 1o acquite i1s Yenlube Intetest and Ltheveafler al any Opelating
Coumimittes meeling al which Opetations and 2 Budgel ate 1o be agleed upon fot a
Budget Yeal, the State may elect to cenltibute all ot pait of its Yentuve Intetest shave
of costs ol expenses of any Opetations in tespect of which an Accumulated Liability
would cltherwise accroe 1o any hl Cammpany.
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13.11 Each 0l Coumpany shall within 30 days afiet the issue of the fist
Devel apunent Licence and Lheveafler, if the Stale has 2 Ventote Thietest, not less ofien
than half yeatly ontil it shall have recouped the uncont of the Slate’s Accomuolated
Liability, furnish 1o the State details of and 1the ancunt of such Accnmolated Liability
fat the time being The Stale imay vequite teaschable vetification of such details and
wncohts ihcluding ah audit as provided for in the Opetating Agleement ot Lthe Joint
Opetating Agteeinent as the case ioay be.

13.12 Mot withstandi hg the plovisiohs of Claose 13.7, if the Opetati ng Coumumitiee
vesclves that 2 "Petiolenin Pool” [which expression shall have 1he suoe mmeaning in
this Clanse as asclibed 1211 ih the Dffshote Acl) has been depleted in accotdance with
good cilfield practice and that 1o continoe Prodog ng frowm that Peltelemn Pool cannat
be j ustified fol technical o ecohamnic beasahs:

[a) the cost of plugging and abandehing all wells diilled inte the Pettalemn
Pool, and

[b) othel cosls ahd expenses paid ol ihcotted ih tespect of dismantling,
tewmoi hg, dispos hg of, ol ol herwise dealing with all situctates,
installaticns, plant and equipioent which ate Yenlove Assels and which
had been equived for Prodog ng frown that Petrole nin Poal,

shall be bothe by the Pallies in plepoltich 1o theil tespective Venloke Thielests.
Articla 14.  Disposal of Stata's produ ctlon share

141 "Specified Wol uoe” 1oeans that pail of the Slales Preductich Shate which
the Slale wishes and CF | Cownpany o dispose of and specifies in a hotice undet Claose
142

142 Within 30 days afiet the Opetating Communittes Weeling to aglee upoh
Opetatiohs ahd 2 Budgel forany Bodget Yeal in which il is expecied thal a Pasitive
Cray will eccot the Slale may give hetice 1o the 0l Caunpahies staling the Specified
Volwoe for that Bodget Yeal for ahy ot each O8] Company. Theteafiet, the State may
give hol less than 3 mmohths hotice 1o any of the 04l Cainpanies teducing ol i heleasing
the Specified Volume.

14.3[a)An 04l Compahy given hotice undet Claose 142 shall use its best effolis 1o
dispose of 2 Specified Vol woe al a plice which aflet taking inlo account the
mallels ptovided fot in Sectioh Sch. 3 1o the Offshove Act will enable that 04l
Cawnpany o accoont 1o the State for an ammonnt equal 1o MNetm Plice in tespect
of that Specified Yoluoe,

[b) Froun time 1o time ah 04l Compahy expeticha hgdifhicolly in disposing of
any pail of 1he Specified Wolune as provided fol in Subclanse (a) may
natify the Slate accotdingly and theveafler the State and that Chl Cowmpany
will hegotiate ih geod faith in an effoll o tesalve the Dil Company’s
difficulty,

(<) All conttacts of sale by an Ol Cawmpany of any of the State’s Production
Ehate shall be only for such veascnable peticds of e as ate cohsistent
with the iminimmn heeds of the i ndostry uhdet the Gitonrsta hoes, butih
ha evenl shall ahy such contiact be fol a period i excess of ohe yeat.

144 Following disposition of ahy of the Specified Volume ah 0l Cownpany shall
accouhl 1o the State oh whichevel shall be the eatlier of:
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[a) the date three [3) moonihs afier 1aking delivery al the ships lcading flange
of the televant pait of the Specified Yolome, ot
[b) whichevet of 1he following dates shal | be apptoptiate:
(il ifthesale is a1 anos lenglh as defined in Section Sch. 3.2 of the
Offshote Act, seven [7) days after veceipt of payient in foll ot pait
thevect; o

(i) ifthe sale is otherthah al atm's length as afotesaid, seven [7) days
after the day the 0l Company is 1o teceive pawnent as provided in
the conltact fol sale for any Peltolewn which inclodes any pail of 2
Specified Yolome.

145 Upon an 04l Company fitst becowm hg awate thatl a Positive Day has occotted
ol is likely 1o occul duting 2 Bodgel Yeal which had nol beeh eapected at the time of
an Dpetating Corunittes meeting as vefetved 1o in Clanse 14.2 i1 shall notify the State
accordingly. Souch hotice shall ihclude—
[a) the date oh which1he Positive Day occotted o 15 ex pected lo oocul as the
case mnay be, ahd—
[B) the vol moe of ploduction expecied 1o be available as the State’s
Preduction Shate forthe balance of the Bodgel Yeal.

If the Pasitive Day cccotted prict 1o the date of such notice the natice shall be
accompahied by a full accounting for the velume of the State’s Prodoction Shate
disposed of by such Cil Coawnpany dotingihe petiod between the Positive Day and the
date of the notice.

145 Within 30 days afier an 0il Commpany gives the State notice uhdel Claose
14.5 the State shall give that 0il Coampany hotice of the Specified Yol ooe, if any, fou
that Oil Cowmpany for the balahce of the cutrent Budget Year:.

147 Any B8l Compahy giving hotice ohdet Clanse 14.5 shall hat dispose of any
of the Slate’s Productioh Shate between the date of that hotice and teceipt byitofa
hatice undet Clanse 146 except 1o the exlent hecessaty 1o satisfy any contiact enteted
ima bana fide befole the date of the hotice onder Claose 14.5 0 which event the il
Couwopany shall account 1o the State in the manner prowvided in Clapse 144

1482 The Joinl Opetating Agternent shal | provide fol equitable adjustment an 2
tegulat peliodic basis fol any imbalance which may oozl belweeh the Predocticn
Ehate of each Paity and the volume of Pettolewn 1aken by ot oh behalf of the
vespeclive Pallies ahd adjostiment of any sighificant dispatity in papment of opetating

costs ahd expehses canse by such unbalance.
Artlcle 15,  State acqulsltion and cwnershlp of faclitlas

153.1 "Works and Faclities” and "Works or Facilities” as the context penmits
mmeahs ahy of the installaticns and i hfrastroct ote ptovided for the Opetaticns by either
the Blate ot the 04l Companies and capable of being vsed by the Oil Companies, the
Hlate, Citizens ot olhel pelsahs caltying oh business in the locality theteof withoot
intetfeling with 1he use theteof by the il Counpa hies. Withoul liumiting 1he genetalily
of the foregoing the Patties envisage that Wotks and Facilities—

() include ait fields, roads, polts, watel suppl ¥, ahd sewelage faci lities,
cxcepl io the extent that ahy of them aie olilised to thei tfull capacity by
the 04l Counpanies, ahd
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[b) d= het include vesidenti 2l accormunedation and adiminisitation buoildings,
instal latiohs, and inflastinctove divectly used in Pradocing,

PROYIDED THAT plovisioh by the Depattinent of Posts and Telegraphs of facilities
and selvices shall be the subject of a sepatale agreciment.

15.2[a) &1 any Opetating Cowmunittee Meeting al which constioclicn of Wolks and
Facilities 15 1o be apploved 1the Stale smay be wiitlen hetice 1o the Ol Campanies
elect iz plovide the costs, or pai thereof, of any such Wotks and facilities; ahd

[b) at any time afiet their cohstioction the Slate mmay by hotice tequite the Ol
Cowmpanies to ltansfer i il owhetship of any Wotks and Facilities. As
sooh as placlicable aflet such netice the 0il Counpanies shall do all things
hecessaly 1o itansfel 1o the Slate title 1o the Works and Facilities
noumnated in the netice.

15.3 Whete the Stale tequibes the Ol Counpanies 1o ltahsfer to il ahy Wotks and
Faciities as provided in Subclavse 15.2(b) the State shall pay 1o the Chl Commpahies,
by anhual instalioents as provided 1h Subclaose 15.3(a) a puichase plice equal 1o 1he
then deprecialed value of such Wotks and Facilities, ahd the 08| Cownpa hies shall pay
o 1he Stale annoal capilal uset charges as provided in Subclapse 15.3(b).

[2) The Ol Commpanies each Buodgel Yeal shall howmnate Lthe uncont of the
annoal instalivents of the putchase plice which shall be equal 1 the
annoal aoeont of depreciatien that the 04l Cowpanies could have claimed
[ahd would have been entilled 1o claiin) as a dedoction allowable uhder
the Thooume Tax Act ih tespect of that Work ot Facility but for the transfer
of ownetship to the Btate. (It is the intentich of the Patties thal such
instalioents of pulchase plice shall nol be assessable i hoowe 10 the hands
of the 04l Cawnpanies fol the putpose of assesanent of Peliclenn Theowme
Tan);

(k) The 04l Cowmpanies shall pay 1o the State within seven (7] days of the
tecei pt of any instalment referted 1o ih Subclanse 15.3(a) a capital oset
chatge equal 1o the said instalioent. (1 is the intentich of the Palties 1hat
such capital vserchargeshall be a deducticn allowed onder the Thooune
Tax Adl for the putpose of assessinent of Peticlenn heane Tax and
Additional Profits Tax),

(<) ¥ opelatichs peunanently cease in ot in telation 1o 1he Area and asa esall
the Slate ceases 1o pay ahy ihstalment tefetved 1o ih Subclaose 15.3(a], the
Chl Cownpanies shall have the tight 1o claio a dedoctich, as provided by
the Thoowme Tax Act fol the pulpose of assessinent of Pellolemn Lhoowe
Tan, anhd Additichal Prefits Tax, equal 1o the auneunt that the Ol
Companies woold have claimed (ahd woold have been entitled 1o claim]
but for the ttansfer of ownetship of that Wark or Facility 1o the State.

154 T at any tuoe the State acquibes ol plovides ahy Wolks ol Facilities ondet
thiz Auticle 15, 1he State shal| theteupoh assme bes pohsibility fol aintaining the
assels 1o a propel standard and shall charge the Chl Counpahies a mmainlehahce charge
[which mmay inclode ah equitable propoltich of ditecl opetaling costs] limited 1o the
costs of that imaintenance PROVIDED THAT the ammoont of such maintenance chatge
shall be reduced by any ammount spent by an il Commpany ondet Claose 15.5.
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155 Whete the Stale has provided ol acquited Wotks ol Facilities fol the purpose,
of, ot undel this Agleeinent and fails plepetly to maintain the same the 04l
Cownpa hies 1may, aftet 30 days hotice 1o 1he Stale, and a1 theit owh expense, cally oul
such wolk as is heoessaly 1o bting the swoe up 1o a proper standard.

Articla 16.  Use of facllitles by third partles

151 Athitd paly will be penmitted 1o use Wotks and Facilities acquited fiow the
0l Counmpanies by the Slate and net ulilised 1o their full capacity. The Slate
undertakes 1o ensuve that the thitd paily will be vequived 1o pay a prepoiticnate share
of any opetaling, mmaintenance overhead and capital costsih tespect of such Works
anhd Fac lities aimohg other things having begatd 1o
[a) the extent of the propoliichale usage and likely folute usage of the Works
ol Facilities by the thid paily and the Chl Commpanies;
[b) the vespecti ve extenis 1o which selvices ave plevided 1o the Ol Companies
and the thitd paty [whete the Facility is a selvice Facility];
(<) any othet factor which vesolts in ot is [kely 1o vesultin sighificant dunage
1o ob detetictatioh of the Work ot Facility.

162 The Sate, the (| Cowopahies, and a thitd paity shall agiee upeh an aocunt
which the thitd paty will payio the il Compames [(hotwithstahding ahy plicr
tiahsfet of the televant Works and Facilities 1o 1he Slate undet this Agleement)in
United Slates dollats o the Kina eqoivalent al the date of payioent 1 capital
conhlltibuticn teflecti ng the extent of the thitd paily’s intended use of the Wotks and
Faci lities.

183 Whete the Stale provides Lthe cost of any modification imptoverment
exlehsion ob expansion of ahy Wolks of Facilities 1o ioeel 1he heeds of the il
Couwnpanies the Slate imay charge the Ol Counpanies a capital uset’s chargein tespect
of that Wotk ot Facility 1o allow for the teconpunent ovel a teasohable peticd of the
ancuhl expended ih providing the said cost by the State logether with 2 reaschable
tetuth thetech.

164 Metwithstandinganyhing contained in Aticle 13 ot Atticle 16 all such
Works and Facilities not acquited and imanaged by the Sate shall centinneio be
mahaged by the 0il Companies ahd the Chl Cowmpa nies shall have plictily of use
theveaf ovet all clhel usels.

Articla 17. Ratas and dutles

17.1 Suobject 1o any vequiteoent of defence, foteign llade ot foteigh policy of this
Hlale, the safely of the public and quatantine and 1o the obligations of the Statle undet
imoltilatetal ihterhatichal agreeroents 1o which the Slate 15 a parly the Oil Compahies
any Affiliated Cotpolation and the agents and conttactets of the Oil Companies ot of
any Affiliated Cotpotatich shall have the Hight 1o acquite impott i hle ahd move within
Papua Mew Goinea ahd use ahy plant mmachi hety equipument vehicles eaplosives fuels
veagenis and supplies which have 2 specialised applicatich and ose in the Opelaticns
and 1o expoll fioun Papua NMew Goinea the peliolenm [whel hel processed ot
ctherwise) tesulti ng flown the O peratichs.

17.2 The 0¥l Cownpanies shall be subject 1o impetl duties and levies of genetal
application in accotdahce with Papua Mew Goinea law flom time 1o time excepl as
heteinafier provided.
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17.3 Mo tale tax chatge due duty 1aiiff ot othet levy shall be applied 1o ol be
payable by the il Companies oh Lthe expoll of ot in tespect of the Light 1o expoll
Petrolenin fioun Papua Mew Goinea by ah 04l Campany ot 2 Relaled Campany.

174 Mo tale tax venl chatge doe doty 1aniff ot ether levy and ne legislation which
disclimmnates against all or any of the Oil Cowmpanies ot ahy wenber of an Ol
Cawnpany ot any beneficial owner of shaves in any of the 0§l Campanies ot any
petsch engaged 1h the Opetatiohs shall be payable by ot [as 1he case mmay be)
applicable 1o ahy of the 04l Cowmpanies ol ahy such mmembet ot beheficial owhel ok
pelsen [as the caseimay be) in tespect of the Dpetations ot of ahy ihcowme alising
ditectly ot inditect |y thetefioum PROVIDED THAT nothing in the Clavse is intended
1o provide a basis for challenging the validily of the peticlenm incoune tax ot
additichal profits tax.

17.5 Any unpod doly which is sought 1o be iimposed on the impotiatioh of any
plam mmachinery equi puioenl explosives chermcals ot clhet supplies which al the time
when such doly is seughl 1o be 1ioposed ave iopetted imae Papoa Mew Goi hea solel y
fol the putpose of ahd which have a specialised applicatioh and usein the Opetatichs
and which is sought 1o be iimposed at a tale in encess of Lhe avetage tate of doly fiowm
tiioe Lo tume payable onh the impotlation inle Papua Mew Goinea of the Custouns Taiff
ilewrs hoobeted 118 275 309 313 320 and 341 04 a5 sel ool al the date thetect in the
Second Schedule 1o the Custouns Tanft 1959 shall without in any way whatscever
limniting the intetpretation of Clanse 17.3 abowve be demmed to disc i hate against the
0il Counpanies.

176 Mo Lecal Govertuoent Bates or Provincal Govermuoent Rales ol taxes oh
land calcolated 5o as 1o be cther than apploximately equal 1o a rale orlax calcolated 1n
telatich 1o the uhimpleved capilal valoe of the suiface Hghts of the land shall be
payable by the 0l Coumpanies in tespect of land held by the 04l Counpanies, oh which
1mihing el ihdostiial activities ale caltied oh.

Article 18 Gonsultatlon

18.1 The 0¥l Cownpanies shall cohsull fiom tioe 1o time with lepresentatives of
the State and shall futnish 1the Slate each siz mmanths with tepolis cohcething Lthe
implementatich of:

[a) the traini ng and loca lisaticn progranioe

[b) the ptowisiohs telaling 1o local putchasing of supplies

(=) the provisiohs telating 1o local business developument and
[d) the provisiohs telating 1o ehvitohmental mahagement.

Article 19.  Inspactlon

19.1 The Oil Counpanies shall at all veascnable times al low the properl y
acctediled selvants ot agehts of the State [who shall establish theit aothotity oh
tequest] 1o ihspect ahy aspect of the Opetaticns and likewise 1o ihspect ahd lake
copies of the books of account and tecotds of the D4l Cownpanies telating 1o 1he
Dpetatichs and to ahy shipioent, sale o use of prodocts of such Opetaticohs.

Articla 20 Patant and technology rights

20.1 All hew plocesses, hew oel hods of manofaciure and othet techhalogical o
mechanical ihhovatiohs developed within the Ol Cownpanies’ Opelatichs:
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[a) shall rermain the praperiy of the 0l Campanies, which shall apply for,
take ool ahd vetain such patents and cthel techhology tights, in Papoa
Tew Guoihea ol elsewhete, as 1nay be hecessalty and desitable 1o protect
the sune; ahd

[b) shall hot be sold, assighed, licehced, suttendeted, ob ot herwise disposed of
by the il Companies excepl:

[i]  on the basis of an ai's lenglh tansaclich; and

[i1]  with the prict appieval of the Slate which apptoval shall hot be
uhreaschabl y withheld.

20.2 Coniracts 1o which ahy 04l Company is a paly pteviding fol the patchase of
the right 1o ose in the Operations any plocess, inethod ot othet technologica |
ihhevatich:

[a) which abe hot cohltacts al ano's lenglh, shall hot be entered 1 hie withool
the plict cohsenl of the Slate which cohsent shall hot be uhieaschabl y
wilhheld, and

[b) which ave contiacts al ato's lehgth shall be subumiited 1o 1he State for
infolimatich.

20.3 Fot the potposes of this Alticle the tetin "alum’s length” shall have the sane
meahing as ascli bed o 1110 Section Sch. 3.2 of the Offshove Acl, ercept that conllacts
fol ptovisioh of selvices which incidental 1o theit petfolmance tequite the oseof any
such plocess, ioethed of othel techhological inhevation the patent tights o which are
the property of any Ol Caumpany ot an Affiliated Cotpotation of any Oil Company
and which bot far the plovisions of Sectioh Sch. 3.2(c) would be al ano’s length shall
fot the putposes of this Clause be deewned 1o be at ain's length.

Articia 29. Assignmant

21.1 The State mmay assigh, wilthoul the consent of the CF | Companies, al | or pait
of its Ventuve Thtetest 1o ahy coltpolalicn, staluloty ot clhetwise, fouoed in Papua
Mew Guinea and either:

[a) whally cwned by the State, ot

[b) whol ly owned by 1the Slale and ancther cotpotation or othel corpotatichs,
slatlaty o olhetwise fotoed ih Papoa Tew Guinea and which ave
contielled by the State and in which the State has a1 least a 50% beneficial
intelest,

PROVIDED THAT wvested ih such cotpotatioh ol cotpolalicons ale powels ahd
finahcial capacily sufficient 1o ehable such of the Stale’s contino hg obligatiohs undet
this Agleement a5 ale assighed 1o such colpotatich 1o be fulfilled.

21.2 Subject 1o Clauses 21.1 and 21.3 and with the consent of the other Patties
which cohsent shall hot be uhreasshably withheld, all ob ahy of the Paities mmay
assigh, ol olhelwise dispose of Lheil intevesl ol lights uhder this Agleament.

21.3 Ththe case of ahy assighioent ondet this Alticle 21 the assighee shall
uhdetiake 1o the Slate 1o asome, cheelve and counply with all the cbligaticns of the
assighat ih telatioh to1he matlel assighed ol 1o the extent of the intelesl assighed as
the casemay be. Aftel the giving of any such undelaking, the assighorshall be
telieved of i1s obligaticns undel 1his Aglecment in telation 1o the iatlel assighed ol 1o
the extent of the inlelest assighed as the case may be withool prejodice 1o pre-existing
nights accrued 1o the Slate against the as= ghot.
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214 Motwithstandi hgthe folegoing plovisions of the Clauses 21.2 and 21.3 bot
subject i hotimal statuloly applovals in foloe frow time 1o time,

[2) ahy CH| Cowmpany may chatge by way of fized ol floating chatge the
whale ar any pail of its Venture Inlerest 1o secule the tepayiment of, any
payment of interest ahd othel foes, costs ahd ex penses belated 1o, all loans
made 1o that 04l Counpany 1o finance the ploject; and

[b) the Oil Coumpanies may moligage ahd chatge any specific assel [whether
teal ot peisehal prepelly) 1o secote the pulchase plice theteof whete such
unonhl has been bottowed 1o finance the putchase of thal asset,

and any motigagee ot chargee under 2 iotigage of charge given by the Ol
Cownpahies 1may exelcise all lights of sale and ether lights included in any insttoment
of inaiigage o chalge provided it shall fitst give the State al least twenty-cight days'
hatice of i ntehlich 1o exelcise those lights.

Artlcle 22 Arbltation

221 Tl any time thete is anhy dispole, question ot diffetence of apinien [in this
Anticle 22 refeived 1o a5 "Issue”] between the Pallies concerhing the application of or
alising ool of sectioh 924 of the Offshove Act othet thah any dispole, questicn, ot
difference of opi hioh in tespect of which plovisicn foo setlleme nt ol deletim hatich is
ptovided under the Theouwoe Tax Act 1959 the saioe shall, subject 1o Clanse 222 stand
tefeived 1o the atbitlation of 2 single atbiltatot, ahd such tefetence shal| be considered
asubimissioh within the meaning of that explession given by lhe Arbittation Act 1951,

222 Aflet any Tssoe has alisen belween Lthe Slale oh the ahe hand and the Ol
Cawnpanies ot any of them oh the other hand, any Parly 1o that soe mmay 2t any tioe
ptict 1o the appainunent of an arbiltatol by conculvence of the Palties ol putsuam 1o
the Arbitratich Act, 1951 by hotice 1o the cther Paity o Palties thetelo elect that the
provisiohs of this Clause shall apply 1o such Issue and in such event:

[a) the Issue shall stand eferted 1o the atbittation of thiee atkittators, ohe of
wheun shall be appointed by the State and ohe of whow shall be appointed
by the cther Paily ot Pauties 1o the Issoe and the thitd of whamshall be
agreed upon by the Slaie and the other Parly cr Palies 1o the Issuein
wliting, ahd in defanltl of agteement within foorteen (14 days aflet the
Slate gives hotice 1o the clther Parly or Paries 1o the Issue ob the other
Paity or Palties 1o the Issue gve nolice 1o the Slate vequiting 1he
appointment of such a 1hitd atbiltator, shall be appointed ih acootda hce
with the plovisiohs of the Arbittation Act 1951 fiown a panel of five [3)
arbittatels 1o be newminated within a forther peried of footteen [14) days
thereafier by the President and Chaitiman of the Board of O veclols [or
failing him the Chief Execotive] hot being a Citizen of Papua New Guihea
of the Asian Developioent Bank (o, failing such noum nation, fiowm any
panel of atbitiatals which the peisan ob bady appai nting the thitd
arbittatel cohsidels satisfactoty) PROVIDED THAT no persch shall be
cligible fol appoiniment as a thitd arbitiatot (ohless the State and the Ol
Cowmpahies othelwise aglee ih wiiling ih ahy patlicolat case] if at the tioe
of his ploposed appoinlioent he is o has been a1 ahy tioe ptiot thetelo a
cilizen ol vesident of Papua Mew Guinea, the Cowmmonhwealth of Austialia,
Canhada, ot the United Slates of Amelica;
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[b) if any arbitrator refuses 1o acl, is incapable of acting ot dies, 2 hew
arbitrater shall be appointed by the paity appeinting the cliginal arbitiatol
ol [in the case of the thitd atbitratot) in accotdahce with the procedure
provided fol in Subclause 22.2(a),

[c) if oh such vefetence ohe Pally fails 1o appoint ah atbittatot either
aliginally ot by way of subslilulich as afotesaid within foulleen [14] days
afier the othet Paily [having appointed its atbiliatol) has given to il hotice
1o appoi it soch arbitratel, the atbittation way proceed in the absence of
such atbilrator;, and

[d) such atbitratioh shall ke held at such place [whether 1hside o culside
Papua Mew G hea) as the arbitratols detelimne.

22.3 TWany Paiy 1o any atbittation ohderthis Claose so tequests 1he atbitiatot ob
athittalols shal| state, in the foun of 2 special case fol the opinioh of the Matichal
Coull of Papua Mew Goinea, any question of law alising in 1he coulse of 1he
tefelehce, ahd ahy epinicn given shall be subject 1o the netimal tight of appeal.

224 Anaward made oh an atbiltation shal| have fotoe and effect as fol lows—
[a) if by the awatd i1is adjudged that the decision of the Stale is coltect then
the decisioh of the State in tespect to the Issue shal | stand;, bot
(b if the arbitrater adjodges 1hat the decisicn of 1he State is incotrect 1hen he
shall fulther adj vdge what the Monn Phice shoold bein which event the
decisioh of the Atbitiatol shall be binding oh the Paities.

Artlcle 23 Law applicabla

23.1 This Agreement shall be govelrhed by and cohsttoed in accoldahoe with the
law of Papoa Mew Coinea.

Articla 24, Warlatlon

2+.1 The Pallies way frow time 1o tioe by agleement in wiiti ng add 1o, substitote
fot, cancel ab vaty all ot any of the provisions of this Agleement, 1he Licences, any
Cievelopioent Licehce, ol any lease, icehce, tight o grant granted heveonder o
pulsnant herelo ot ahy ploglane, ptoposal ob plan apptoval hevennder, fot the
putpose of mote efficiently ot satisfacioli |y implementi ng ot facilitating ahy of the
objects of this Aglenment.

242 Whete an agieement inade putsuant to Claose 24.1 constilotes ah alietatich
of ahy Auticle ot Claose vefetted 1o in Claose 3.2, the valiatich agieewoent shall
contain 2 declatation 1o that effect, and the State shall as soch as1s placticable
intteduoe and spohsal in the Mational Patlianent 2 Bill for an Act 1o applove that
valiatich agieament and give fotoe of law 1o 1he alletatich of the Hights heveander.
That valiatioh agieeinent shall be subject 1o the coming into fotce of 1he approving
Adl

243 Any agresmment made putsoant 1o Clavse 241 which does hot constilole an
wnendineht of ahy Claose veferted 1o 1h Clause 3.2 shal | be tabled by the State in the
Matichal Patliament within the fitst twelve [12) sitling days next followi ng is
executioh.

Articla 25 Motivas
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25.1 All nolices, hotificalions, consents, apptovals, undedakings, applications,
vequesis, offels, tepolis, telulhs, elections, ahd proposals vequited 1o be o which may
be given, wade, futhished or subimitted ohder this Agteement shall, uhless the conhteat
othetwise Lequiles, beih wiiting sighed by a Minister of the State ot the Diveclor of
the Office of Minetals ahd Enelgy ot [as the case imay be) a divectol ol sectelaly ok
athet desighated vepresentative of the 0il Cowmpanies, and if in wiiting shall be
sufficiently given, futnished or subumttled if delivety al ob posted by plepaid post o
the address for service of the Paily or Paties 1o whaun it is 1o be given, imade,
forhished o subumtted, and al | such cormumuohications if posted as afovesaid shall,
nhles ploven olhetwise, be deeined 1o have been teceived ih the otdi haty contse of

post.
25.2 The addresses for selvice:
[a) of the State shall be:
[i]  forthe putposes of Sub-claose 13.3(c)

The P lito= WinisdeL,
Cenlial Govelnio= COffice,
Waigani, Fapoa Mew Goinem

ol by post fo:

The Plite= Winizde=1,

Cenllal Gevel hio= il CHfices,
Walds Miip Post Office,
Waigani,

Papoa New Goine

Telephohe: Poil Wolshy 271211
Tekw: SENTROF WE 22144; and

(i) for all other purposes:

The Tt i=ciolL,

Citice of Winewmlsand Eneigy,
TG:lhed.nbu.

Papoa New Joine

ol by post 1o:

The THi=ciol,

Citice of Winewmlsand Eneigy,
P Bow 2352,

KEIhEd.EIbﬂ,

Papoa Mew Goihm

Telephuhe: 15 1190
Telex: WABTRO ME 22211

[B) of the 0l Cownpanies shall be:

Aicobostiolo Litnft=d,
212 Bridge Slvmet,
Sydhey, & olialio
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ol by post 1o

Ao Aot Limnfed,
GO B 252,
Spdney M.5W, 2001,
Apstialia.

Telephohe: 5 ydhey 27T &1
Teles: 21297

Ans=tialiah Sopetiol Gl Cotmpahy Lifoited,
4315 Agsdialia Sq_nuu: Towel,

Gemolge Si=et,

Sypdhey, M 5N . 2000

Apstialia.

Attention: M. Ledinghato

Te Ephuhe: S_-,ldhe_-,l T 1ET
Telkz: 11271

ahd 1o

Aostialiah Sopetiol Ol Corpany Litmited,
Hiat City Mational Bank Boilding,
Hoosioh, Tezas 1TS54

ol by post 1o

Aostialian Sopetiol Ol Corpany Litmnited,
PO Bow 1521,

Hooston, Tezas, THOOL, .54,

Attention: JE. Reid

Tekphohe: Hoosdoh 2245111
Telez: TT 5163

Canadian Supe LioL Al Ao ) Ply. T4,
Thi== C:||g,‘:|l._'|l Plaee,

155 Foouth Aveho= 5.,

Calgary, &lbe=ua, T2P T3, Canada
Atlention: HI. Caine

Telephohe: (4031 2674110
Telex: 013 16640

E=xo Papoa Wew G oinea The,,
Ci-Expholation Wa oget,
B Ay nsd 1nlia Litmited,

127 Bt St et

Spdhey, M5 2000

Telephohe: 20557
Telez: 4420549

Sohiay Aoslialan Zil Company The.,

Znile 404, Cathay Boilding,
Singapol= %
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Attentioh: T, Adatoe,

Telephohe: 12 3032
Telkz: RE215%1

ahd 1o

Sohlay Aoslialan Gl Compahy The.,
P2 Bow 10,

2001 Buah Towel,

Tallas, Tess, 75221, TLE A
Atlention: W.E. Broocks.

Tekphone: {214) 744 2222

Telkz: T1 2321
Any Paly mmay change its addiess for setvice by plict holice ih accoldance with this
Article.

25.3 Whete the il Campamies ate tequited o subimi any plans, proposals, ot
athet imatetial fol the 2 pploval of Lhe Stlate, the date of subumssich shall be decined 1o
be the date on which the Slate receives the said plans, ptoposals o cther imatenal.

Articla 26 Tarmination

25.1 The Sate mmay et hate this Agleenent by hotice to 1the il Cownpanies 1h
any of the following events—

[a) if the 0| Counpa hies abanden the Licence ol tepudiate theit obligaticns
uhdet this Aglesnent and Opelatichs ate et tesooed ol such defanlt
made gead within 2 petied of siaty (620 days afier hotice as provided in
Clause 26.2 15 given by the State 1o the Ol Counpanies;

(b if the State can establish that ih granting i1s approval 1o ahy proposal ade
uhdet the Cffshote Act ot clhetwise it lelied upsh a stalemme hl made by
the Ol Commpanies nel being an estunate based on judginent exercised in
good faith on the application of khowledge available at the time the
estimate is mmade ahd il is shown the Cil Compa hies intended soch
slaleiment to be false ot mmsleading,

() if the Licence ot ahy extensiohs ob lehewal theteof is propetly forfeited
duoe 1o default by the 0l Companhies ot is suttendeted unhdet the Ohshate
Act,

[d) if the 0| Coumnpa hies do net subum ploposals in accotdance with Alticle
1.

26.2 The hotice Lo be given by Lhe State in tetis of Subclavse 26.1(a) shall
specify the natule of the defanll ot ather gioond so entiiling the Slate 1o exetcise such
tight of detetinination and whete apptoptiate and known 1o the State the Paily or
Palties tespons ble thevefol and shall be given 1o cach of the CHl Compa hies.

26.3 Forthe putposes of Clanse 26.1(a) the Cil Cawopanies shall net be deained 1o
have abahdaned the Licehce ol tepudiated theit obligaticns uhless all peisons fot the
tiioe being bound, whethel as assighees of the 01l Companies ob ot herwise, 1o
petfoin the cbligations of the 04l Comnpanies hetennder, have abandahed the Licence
ol vepodiated the obligatichs.
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2564 This Agteement shall tetiminale oh the expity ol suttehdel of the Licence and
all Developoent Licences issued ovel any pail of the Atea ot any tenewal ot
exiension of any of then.

26.5 Hihis Agtecioent is tetminaled afier the grant of 2 Devel opoent Licence al|
sirocluves, inslal latiohs, plant, and egqoi puoent:

[a) which can be rerpoved fiown the Alea within six (6] mahths afier the
hotice of telimnatioh and withoot itepatable dunage 1o the Atea ot any
remmaihihg situclobe, ihstallations, plant ahd equipunent inay be bermoved
by the Parties; and

[b) all other sitocioves, instal laticns, plant, eqoi puoent and heh-ioovable assels
of the Palties in the Alea shall theteupon becoune the plopelly of the State
without any cosl 1o the Stale or any liability forihe Stale to pay
coumpehsatich 1hetefor, and freed and discha tged fioun al | imoltgages and
other ehcumbtahces. All matetials, supplies ahd othel movable assets of
the Paities i the Avea which ate full y depreciated for tax pulposes shall
likewise becowne the plopetiy of the State, bul any such mmatelials, supplies
and athet movable assels which ave hot full y depleciated fol lax putposes
shall be offered by the Paities for sale to the State at their depreciated

valoe.

265 The Oil Counpahies shall de all such things as the State may teaschably
bequibe i give offect 1o the plovisions of this Aicle 26 and the 0l Cownpanies shall
make availableio the State the tesulls of the Thvestigaticns and Stodies to the extent
that they have beenh cattied oot by the Oil Counpanies befote the date of telim hatich.

2567 This Atlicle 26 shall cohti hoe ih folce hotwithstanding the tetminatioh of the
vest of this Agteeinent and 1may be sued upah ot enfolced against the 0| Compa hies.

25.8 Tetrm hatich of this Agteement uhdel this Adicle 25 shall be withoot
prejudice 1o ahy lights of any of the Pallies for ahy antecedent bteach of covenant ot
agleciment.

2692 Motwithslandi hganything 1o the cohttary contai hed hetein, shoold any law,
slalute ol egulatich be passed in Papua Mew Guinea ot becoune effective in Papua
Mew Guinea, subsequent to 31st March 1977, and shonld such law, stalole ot
regulaticn ablogate ot imatetial ly altet the fanduoental conttactnal ights ot
obligatichs of the 04l Cownpanies heteandet, the Ol Counpa hies shall have the tght 1o
give the State 50 days hotice of theit intentich 1o lelimnate this Aglteement withount
forther abligatich 1o the Slale except as 1o lights ot liakilities in tespect of any
amecedent bleach of this Agtesiment.

Articla 27. Amandmants to oparating agreamant

27.1 Fotthe putposes of this Alticle 27 the Opetating Agteement shall be deened
1o apply ahly in lespect of the Atea, 1he Licence ot ahy Development Licence.

27.2 The Patties shall commumehce a5 sooh as placlicable o hegotiale ih good faith
with 1the objective of aglteeing oh the fonm ahd content of 2 Ioint Opelating
Agteament 1o accotd substantial ly with the provisiohs of the Opetaling Agreaoent
but 1o teflect:

[2) changes in1he paties bound thereby and the citcnmslances of 1heit
associalion, ahd

[b) the possible acquisitioh by the Slate of 2 Yenture Thletest, and
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[<) upendients hecessaty 1o give effect 1o the plovisions of this Agreemoent.

27.3 Hihe Pailies have hol execoled the Joinl Opetaling Agieanent al 1he date the
Slate elecis 1o acquite 2 Yenlate Tntevest under Clanse 13.3 the State shall as and from
that date be deeined 10 be a patty 1o the Opetating Agteement with foll rights 1o attend
ahd vete at all Opemting Cowmumitee Beeti ngs.

274 Afler the date of this Agleeinent the Oil Cownpanies mmay hotl amend ot
teplace 1he Opelating Agteciment withoot the appleval of the State.

27.5 Withoot limmiting the genetality of the foregoing the Palties agiee that A ticle
Y1 shall be deleted 1h its entively and:
() the fallowing alticles ol clanses of the Opetating Agleement should be
teviewed fol the pulposes of Clanses 27.2—

Clanse 5.1,6.2, and &.3
Articles T, K, HI, KT, KL, and KV,
ahd

[b) that addiichal provisichs 1o ihcloded 1h the Joint Opetati hg Agreement 1o
plovide fol Opetatiohs by less thah al| paities 1o thal Aglesment.

Articia 28, Miscallanecus

28.1 Mostunp duly ob other fees ob chatges shall be payable 1o the State in
tespect of ahy assighioent ol ttansfer of any Paticipating Thletest ol Yentlote Thtetest
ih the Licehce ot the Yentube Assels by ah il Counpany 1o the Slale orio ah
Affiliated Cotpotatioh incotpotated in Papua Tew Guinea if such assighioent is
vequived 1o coumply with the plavisions of the Acts.

28.2 Sobject 1o considetations of natichal secolily the State shall glant iz the Ol
Couopa hies such licences, penmils and other ighls ahd exemmplicns 15 ave within ils
powel 1o grant and which reascnably may be requived by the Oil Commpanies 1o enable
the Ol Counpanies to fulfil theit obligatiohs and enjoy theil tights and benefits under
the Licence, the Acts, ob this Agresment.

28.3 the Btate elects 1o acquite 2 Yenlute Ihietest theteafier the Palties shall
owh all the Wentule Assels as tehahts ih comunoh, howevel, the ex penditute of the Ol
Cownpa hies uhdet 1his Agleenent shall be showh ah the accounting vecotds of the Chl
Counpa hies ehlitel y 25 expenses, chalges and costs of the 01l Companies in plepoltiich
1o Ltheil tespective Paticipating Inletesis and shall be veflected for pulposes of the
fiscal dispositions of the applicable United States law in the balance sheet and profit
and loss accounts of ohly the 0l Compahies.

284+ Whether an election shall be imade 1o have this Yentore excl oded fioun the
application of the ptovisiohs of Sub-chapter K of Chaptler 1 of Sub-title A of the
United States Interhal Bevenne Code of 1994, shall be detetinined by EPMG for each
Calendar Year duning which EPMNG has incutted expenditutes under Alicle 13, The
initial deteti natioh shall be imade and furhished in wiiling 1o 1he other Patties ho
later 1than 13th Apuil, 1977, and if requested by the Opelalot 1o do so, the Slate will
execale a lax agtennent for United States tax putposes in a foun 1o be approved by
the Patties.
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28.5 Conhsislent with tequivemments of the law and hatichal secatity 1he State shall
use ils besl effolis to have foteigh workels and theil dependants o be employed in the
Opetatichs ih accoldance with the apploved trainihg ahd lecalisatioh ploglunine
expeditious y granled such pelinits as 1oay be hecessaty 1o avthotize them 1o entet, te-
entel, move within, tewmain 1h ahd depa i froum Papoa Mew Guinea and to wotk oh ot
ih cohhectioh wilth the Opetatichs.

Artlcle 23,  Matural gas and gas llquids

29.1 U shall be the responsibility of the 0| Campanies 1o detetinine whethet
prodoction of Watural Gas ot Matoral Gas Liguids is cormuoetcial and whethel ot hot 1
cohstiuct and install fasi lities to ehable pradoction of such Matotal Gas o Matatal Gas
Liguids.

292 Matural Gas ahd Matotal Gas Liquids will be disposed of by the Paities at the
first point of imeasutewenl downstiean fiom the cotlel flange of the field gas
sepaltaior in 1the Area beyond which peint the Slate’s Yentuwe Interesi shal | cease.

29.3 Mol Price fou al| potposes fol Matolal Gas and Watolal Gas Liguids will be
the plice specified in contlacts fol iis sale enteted i nlo with the prict apptoval of the
Sate which will hol be nhieaschably withheld.

294 Sobject 1o the absence of Regulations Lo the conltaty undet 1he Acts the Ol
Cownpa hies 1may flave gas hecessalily prodoced with clude @il and net heeded in the
Opetatiohs and 1he sale of which is ol econamically justified.

235 The State vecoghises thal i1s electicn 1o acquite op to 2 22 5% Yenlole
Lnterest imay prevent the 0l Cowmpanies from prodocing on 2 cormoercial basis
Matoral Gas ot Gas Liguids discoveted ih the Atea. Thetefove, if the 0hl Commpa hies in
a proposal ohdet Claose 7.1 predoce evidence that such Watvral Gas or Gas Ligmds
canhel be plodoced oh a coimimetcial basis if the Stale elects 1o acquite a 22.5%
Wenlute Tnietest, 1he Stale will negotiate in good faith with the intention of aglesing
oh such lessel Yenlole Inletest as will allow a Matotal Gas of Gas Liquids project 1o
ploceed oh 4 cortunelcial basis.

Articla 20, Tiilas

30.1 Sobject 1o Clause 30.2 the plovisions of the Dffshote Act and each of than
shall apply mulatis imulandis 1o and in tespect of the Licencein lien of the provisiohs
of the Onshote Act as1f the Licence wete a Petiolenn Praspecting Licence iszned
putsnant 1z and in accotdance with Sectioh 18 of the Offshote Act.
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302 The follawi hg plovisicns of the Ohshove Act, that is 1o say:
Seclioh &,
Sections 11 1o 24 inclusive, eroepl ol sub-section [3)(d) of Secticn 21,
Secliohs 2610 28 ihclosive,
Sectichs 3010 3+ inclusive,
Seclichs 37 and 38,
Seclichs 53 1o 57 inclusive,
Seclichs 59 1o &4 inclusive,
Secliohs 7110 T4+ inclusive,
Secliohs 77 ahd 78,
Seclion 80,
Seclion 82,
Secliohs 8510 91 inclosive,
Seclichs 4+ and 95,
Seclion 99, and
Sectioh 100, and applicable vegulatiohs mmade thereunder;

shall apply molatis mutandis i and in tespect of 1the Licence PROVIDED THAT in
the event of conflict ol incohsistency bel weeh—

[a) the definitiohs contained ih Seclich & of the Onhshote Act and a definition
cohlained ih Section 1 of the Offshote Act the latter shall prevail and
apply 1o 1he Licehoe accotdingly, and

[B) the provisiohs of the Offshote Al and the plovisiohs of the Onshove Act
in tespect to the lights of the 0il Compa hies 1o acoess 1o ahd occupalich
of the sutface of the Atea the latter shall prevail and appl ¥ 12 1he Licence
accold hgly.

30.3 As sooh as leaschably practicable afier execoticonh of this Agreement the State
shall inttedoce and spohsct in the Matiohal Patliament a Bill for ah At 1o tegolate
explotatich for and predoction of Pettelemn ih those ateas of Papua Mew Guinea
cthet than the offshole atea within the ioeaning of the Offshote Acl. T is the Slate’s
intentich thal such Bill substantially teflects the spitil of this Agreament and contai hs
ha provisiohs which, if enacted, wonld mmatetiall y affect the Lights and cbligations of
the Ol Counpahies hetenhdet.

304 T new legislation plovidi ng for explotation for and prodoction of Pelielenn
in the ahshote atea of Papua Wew Guinea is hol ehacled by the Matiohal Padianent
and apelative plict 1o the 0l Companies hatifying the State of theit intentioh 1o
hour hate 2 Black ohdet sectioh 28 of the Offshole Act, all the provisichs of the
Offshate Act shall thetenpoh cease 1o apply 1o the Licence, the plovisions of the
Dnshate Act specified in claose 30.2 shall continue 1o apply theieto and 1he temaining
plovisiohs of the Onshote Act shal| theteupon apply 1o and in tespect of the License
12 the extent 1e which they ot any of thewn ave ot is capable of so applying and the
Winisier.

303 The Stale will prepate and subumit 1o the il Caunpanies 2 map of the Area
showi hg the subdivision of the Avea il Blocks. Such subdivisioh will be cohsistent
with the existing subdivision of 1he avea of the Tettilotial Sea and Continental Shelf
of Papua Mew Guinea.
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30.56 Molwithstandinganything cohtained in the Onshote Act ol the Offshote Act,
the Licence shall be decioed 1o have been glanled to the 0l Companies for 2 letm of
six (6] peals coiioencing oh the fitsl day of Septemnber, 1975

30.7 Hihe 0§l Cownpanies have cowplied with the Licehce Condilichs and
provisions of the Acts in so fat as they apply 1o the Licences and the Atea to the date
of commumencement of the Act vefetved 1o in Claose 30.3 the State shal | forthwith afler
such commimehcerment grant 1o the 04l Coinpanies uhder soch hew Act, and in
substitolich fou the Licence, 1he hecessaty tights and titles 1o avtholize the Chl
Counpa hies 1o conlinue 1o explote and prospect fot Peliclemn ot 1o ploduce Peltolenm
discovered within the Atea oh lelirs hot less favoulable than these plevicos|y
applicable.

N WITHESS wheteof this Agrecioent has been doly execoled by the Paties, theday
and year fitst hevei nbefote wiitlen.
Signed for and onh behalf of the
Lndependent State of Papua New Guinea

]

] Jahn Guise
by the Goverhor Genetal, Sir John Goise, )

]

]

acling with and in accotdahce with the
advice of 1the Matichal Execotive Coungil:

C. ¥an Lieshouot
Withess

Sighed, sealed and deliveved oh behalfof )

Sontay Avstralian il Company Ine., by s ) Thownas Adaioe, It
!
!

John Goise,
Goverhol Gehetal

duly constitoled Atterney in the presence
of:

Wendell I. Baves

Withess
Sighed, sealed and deliveted oh behalfof )
Arco Avsiraha Luoited by i1s duly 1 Walter E. Baker
cohstituted Atlethey in the presence of:

Diezsee I Hajdu

¥Withess
The Cowunch Seal of Canadiah Sopetiot )
04l [Aost.) Ply. Lid., was heveunto affized ) W.h. Blanshard
by avthotity of the di teclols in 1he presence )
of: ] Chvectol

MY, Ledingham

Sectetlary
Eighed, sealed and deliveted oh behalfof )
Apstralian Sopetior il Coampany Lunited )
by 115 duly constiloted Altorhey in the 1
plesence of; ]

M.Y. Ledinghun

¥Withess
Sighed, sealed and deliveved oh behalfof )
Esso Papoa Mew Guinea Inc., by s doly ) K. Richards
constitoted Allothey in the presence of: 1

W hi. Blahshatd
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F.M. Hooke
Wilhess
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Office of Legislative Counsel, PNG
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