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CONTRACT

BETWEEN

- theRepublic of Senegalhereinafter calletthe State", hereby represented by
the Minister of Energy, Mines and Industry,
party of the first part,

AND

- , company governed by law, with its head office
located at , hereinafter called , and hereby
represented by , duly qualifigtiitoeffect,

- the Société des Pétroles du SénégfPetroleum Company of Senegal], a
company governed by Senegalese law, with its héfack docated at Dakar,
Senegal, hereafter called "PETROSEN", and herebgresented by

General Manager, duly qualifiedhi® effect,

To befilled out, if necessary, when the Contractor is composed of other companies.

Hereinafter collectively designated as tlmhtractor”,

party of the second part,

Whereas the economic interest that the discovedytla@ operation of hydrocarbons
represents the territory of the Republic of Senegal

Whereas the Contractor states that it has the imahand financial capabilities to
execute the Oil Operations authorized in accordavitte this document and wishes
to undertake said Oil Operations within the framewof a production sharing
contract, setting forth its rights and obligations;

In view of Law n°97-XX dated XX..... 1997 involvirthe Oil Producers Code fixing
the legal and tax system for research, operatidrttatransport of hydrocarbons;

THE FOREGOING SET FORTH, THE FOLLOWING HAS BEEN
MUTUALLY AGREED AND ORDERED:

CHAPTER ONE



GENERAL PROVISIONS

ARTICLE 1

DEFINITIONS
The terms defined in the present article shall hidnee following meaning for the
entire Contract and the other texts that may sup@ihe or modify the same:

1.1. 'Civil Year" signifies a period of twelve (12) consecutive ri@nbeginning
January first (1st) and ending on the following Bber thirty-first (31).

1.2. "Contract Year" signifies a period of twelve (12) consecutive nmant
beginning on the Entry into Effect Date or the aersary of said Entry into
Effect Date.

1.3. "Budget”" signifies the detailed cost estimate of the Oiefions forecast

in an Annual Project Plan.

1.4. "Contractor” signifies, either individually or collectively, and
PETROSEN, and any entity to whom an interest migét transferred
pursuant to Articles 24 and 29 below.

1.5. "Contract" signifies the present document and its appendaresing the
Contract and any addition or modification to theegant documents
receiving the approval of the Parties in accordanite the provisions of
Article 35.3 below.

1.6. "Oil Producers Code" designates Law n° 97-XX dated XX.... 1997
establishing the legal and tax code for researphration and the transport
of hydrocarbons, and the texts used for its apiptina

1.7. "Oil Producer Costs" signifies the entirety of the costs and expenses
incurred by the Contractor within the frameworkiloé present Contract that
are necessary according to the rules of the ars@in the international oil
industry in performing the Oil Operations involvitige Contract Area and
determined according to the Accounting Procedutachéd to
Contract as Appendix 2.

1.8. "Entry into Effect Date" signifies the date the Contract as defined in
Article 35.3 below goes into effect.

1.9. "Dollar" signifies United States dollar.



1.10.

1.11.

1.12.

1.13.

1.14.

1.15.

1.16.

1.17.

1.18.

1.19.

1.20.

1.21.

"State" signifies the Republic of Senegal.

"CFA Franc" signifies a franc of the West African Monetary bimi
(UMOA).

"Natural Gas" signifies the dry and wet gas produced by itsetfiogether
with the Raw Petroleum and any other gaseous coempaxtracts from the
wells.

"Associated Natural Gas" signifies the Natural Gas existing in a reservoir
in a solution with Raw Petroleum or in the form'gés-cap"” in contact with
the Raw Petroleum, and which is produced or maypbeduced in
association with Raw Petroleum.

"Non-Associated Natural Gas" signifies Natural Gas excluding Associated
Natural Gas.

"Marketable Deposit® signifies a geological entity filled with
hydrocarbons, duly evaluated in accordance withptiogisions in Article 9

herein below, and which in accordance with the guie use in the

international oil industry can be developed anddpo®d under economic
conditions for the Contractor.

"Hydrocarbons" signifies Raw Petroleum and Natural Gas.

"Minister" designates at any time the Minister in chargdefdector of Oil
Operations or his qualified representative.

"Ministry" designates at any time the Ministry in chargehefdector of Oil
Operations.

"Oil Operations" signifies all operations for the prospecting, ezsh,
evaluation, development, production, storage, parisand sale of the
Hydrocarbons to the Delivery Point, including theatment of Natural Gas,
but excluding the refining and distribution of mé&um products.

"Party (Parties)" signifies the State and/or the Contractor.

"Operation Perimeter" signifies the portion of the Contract Area
delineated by the perimeter of a Marketable Depa@stablished in
accordance with the provisions of Article 10.1 lnetzelow.

"Raw Petroleum” signifies: raw mineral oil, asphalt, ozokerite aaaly
other liquid hydrocarbons at the natural stateldaioed from Natural Gas
by condensation or extraction, including conderssaded Natural Gas
liquids.

"PETROSEN" signifies la Société des Pétroles du SénégalH#tenleum



1.22.

1.23.

1.24.

1.25.

1.26.

1.27.

2.1.

Company of Senegal] and its successors and traesfer

"Delivery Point" signifies the F.O.B. point at the loading termioélthe
Hydrocarbons in Senegal and/or any other point allytagreed upon by the
Parties.

"Annual Project Schedule" signifies the document describing the Oil
Operations to be carried out in accordance withpifoerisions of Article 16
herein below.

"Affiliated Company” signifies:

a) any company that directly or indirectly controlsis controlled by a
company that is a party in the present document;

b)  or any company that directly or indirectly cantsror is controlled by a
company that is a party in the present document.

In the present definition, «control» signifies tiieect or indirect ownership

by a company or any other entity of a percentag&tarfk or corporate shares
sufficient to give rise to voting rights at the geal stockholder meeting of
another company or to give a determining powerhi hanagement of this
other company.

"State Company" signifies a public establishment, a national conypar a
Senegalese company created in view of oil operaiionvhich the State has a
majority share equity.

"Third party" signifies an entity other than an Affiliated Compa

"Contract Area" signifies the surfaced defined in Appendix 1 of pinesent
Contract. The surfaced returned by the Contradtiall e considered as no
longer comprising the Contract Area. On the othandh) the Operation
Perimeter or Perimeters shall form an integral pathe Contract Area during
the time they are in effect.

ARTICLE 2

OBJECT and DURATION OF THE CONTRACT

The present Contract is a production sharioigtract under the terms of
which the State entrusts the provision of all nesaps services to the
Contractor for the research, and if applicable,dperation of Hydrocarbons
which the Contract Area might enclose.

The Contractor shall act solely to carry out aetfigom the Oil Operations. It
shall assign all technical, technological meansipgent and materials and
all personnel necessary thereto.



2.2.

2.3.

2.4,

2.5.

3.1.

The Contractor shall assume, at its own risks amgense, the entire
responsibility for the implementation and the fioigg of the Oil Operations.

In the event a Marketable Deposit should be disce) in the Contract Area,
the production of Hydrocarbons of said Deposit Ish@] for the entire period
of the Operation with respect to the present Cohtrthe object of a
production sharing between the Parties in accoelavith the provisions of
Article 22 herein below.

The present Contract specifically establighesconditions under which the
research and the operation of the Marketable Hyatbmn Deposit shall be
carried out and the storage, transport, primarattnent, liquefaction,
evacuation of the Hydrocarbons and related subssammd/or products
deriving therefrom by means of separation or treatimrefining proper
being excluded.

The present Contract is entered into for #wod of research, including its
renewals and extensions, and for the operationogherelating to each
Marketable Deposit, respectively defined in Artsceand 10 herein below.

If, at the end of the research period, ineigdis renewals and extensions,
the Contractor has not notified the Minister of dscision to develop a
Marketable Hydrocarbon Deposit in accordance witticke 10.1 herein
below, the present Contract shall end..

The expiration, the release or the canceliatibthe present Contract does
not release the Contractor from its obligation widispect to the present

Contract created before or on the occasion of salration, release or
cancellation, which shall be executed by the Catdra

ARTICLE 3

RIGHTS OF THE OF THE CONTRACTOR

IN THE IMPLEMENTATION OF THE OIL OPERATIONS

In accordance with the provisions under thesland the regulations in effect,
in particular the Oil Producers Code and the pions of the present
Contract, the Contractor shall have the right:

a) to search for Hydrocarbons within the Contrastadand if necessary,
the Operation Perimeters, and to: extract, stoa@sport, carry out the
primary treatment and/or liquefaction, sell, exgbe Hydrocarbons and
the related substances and/or products derivingftloen via separation
or treatment, refining proper being excluded, cagnfrom deposits
contained within the Operation Perimeters.



3.2.

4.1.

4.2.

b) to access any place located within the Conthaet so as to perform
Oil Operations.

c) to implement any facilities and all work andangeneral manner, all
deeds and operations necessary for the condudtihg @il Operations;

d) to use water necessary for the Oil Operations¢candition that it not
damage the water supply of the inhabitants andwiatr points for
livestock;

e) to use the rocks, sand, clay, gypsum, lime d@hdraimilar substances,
necessary to the conducting of the Oil Operations.

Subject to the authorization of the Ministetjich shall not be refused
without a duly-founded reason, the Contractor ghale the right to build at
its expenses all facilities necessary to the Oiei@pons such as — without
this list being limitative — roads, pipelines, stge facilities, port facilities

both inside and outside the Contract Area.

Said authorization of the Minister may be subjedhe use by Third Parties
of the surplus capacities of said facilities, omdaition that such use does
not interfere with the Oil Operations and that séidrd Parties pay a fair
and equitable compensation to the Contractor.

ARTICLE 4

GENERAL OBLIGATIONS OF THE CONTRACTOR
IN THE CONDUCTING OF THE OIL OPERATIONS

The Contractor shall comply with the laws aegulations of the Republic
of Senegal and scrupulously comply with the stipofes of the present
Contract.

The Contractor shall perform all work necegdar the implementation of
the Oil Operations according to the rules of thidrause in the international
oil industry.

In particular, the Contractor shall take all neeeg steps to:
a) ensure that all of the facilities and equipmesed in the Oil Operations
are in good operating condition and are properlyintamed and

repaired during the period the present Contraict &ffect;

b) avoid Hydrocarbons and sludge or any other prbdised in the Oil
Operations from being wasted and polluting the watieles;



4.3.

4.4,

4.5.

4.6.

4.7.

c) place Hydrocarbons that are produced in stoegas built for this

purpose and not remove Raw Petroleum from stonagenderground
tanks, except temporarily in situations of emergeoic with the prior
authorization of the Minister;

d) ensure the protection of the environment, preaeaidents and limit the

consequences thereof, and in particular, prevedtjae and control the
pollution of the environment and if applicable ogst the sites and
undertake the abandonment project upon completibreach Oil
Operation under the conditions established in Aat&O herein below.

All work and facilities erected in the Senegal marine areas under this
Contract shall be:

a) constructed, indicated and marked with buoyassto leave at all time
and in total safety the free passage for navigation

b) fitted with navigation aids that shall be apmdvby the proper
Senegalese authorities and maintained in good tipgi@ndition.

The Contractor shall in particular make it wmowvhen implementing the Oil
Operation to take all necessary measures for theegion of the

environment, in accordance with the provisions b& tinternational

agreements related to the pollution of the searwdig Hydrocarbons and
the texts taken for their application.

The Contractor shall compensate and indenthéyState and any person in
the event damage might be caused by the Oil Opemibr damage that
occurred due to the employees or officials of thent@ctor during or on
occasions of said Operations.

The State shall in no way be liable for damagesjdants, or disputes
related to the Oil Operations.

The Contractor shall sign and have its subaotdrs sign all insurance
policies in use in the international oil industejating to the obligations and
liabilities for which it is responsible specificallthe liability insurance

policies with respect to third parties, propertynd@e insurance policies to
the property and the environment, and the insuragodeies that might be

required by the regulations in effect in the Repuldf Senegal. The

Contractor shall provide to the Minister the cértifes proving the signing
of said insurance policies; this communication cmmway shall commit the

responsibility of the State for the event in whiappn the occurrence of an
accident, the guarantees or the amount of thesgainse policies should
prove to be insufficient.

In the event the Contractor should be compaxfedeveral entities, the
obligations and responsibilities of the latter liue of the present Contract



4.8

4.9

5.1.

5.2.

5.3.

shall be joint and shared, with the exception obvpions otherwise
provided in particular pursuant to Article 24 herdielow regarding the
rights and obligations of PETROSEN.

The Contractor is responsible for opening, withree (3) months after the
Entry into Effect Date, an office in the Republi€ Senegal and for
maintaining it during the time period the presewntact is in effect; said
office shall specifically be provided with an agemith the authority to

conduct the Oil Operations and to whom any notiiitca regarding the

present Contract may be submitted.

The Contractor shall notify the Minister, befdhe date the present Contract
is signed, of the entity designated as operatothfercarrying out of the Oll

Operations under the responsibility of the Contmadt shall also submit for

its approval within thirty (30) days following thentry into Effect Date the

association agreement entered into among the emntidomposing the
Contractor. Any change of operator shall receive ghior approval of the

Minister that may not be refused without duly-foaddreasons when the
new operator has the technical and financial céipaaiecessary for carrying
out the Oil Operations.

CHAPTER I

REGARDING RESEARCH

ARTICLE 5

DURATION OF THE RESEARCH PERIOD
AND RENEWALS

The initial research period related to the tGuont Area shall be
(_) Contract Years.

The Contractor, if it has fulfilled the projebligations as defined in Article
7 herein below for the current Research Periodll sightfully obtain, by
decree, the renewal of the research period twdif®s for an additional
research period of (_) Contract Years each.

For each renewal, the Contractor shall submitaacordance with the
provisions of the Oil Producers Code, a requesh@oMinister at least two
(2) months before the expiration of the currenéagesh period.

If, as of the expiration of the second reneperiod, an evaluation project
program for a discovery of Hydrocarbons as inditdte Article 9 herein



5.4.

6.1.

6.2.

6.3.

6.4.

below is in the process of implementation, the Gaotor shall rightfully

obtain, by decree, within the estimated surface afesaid discovery, an

extension of the research period underway for ime thecessary for the

completion of the evaluation project, without howebeing able to exceed
months.

In this case, the Contractor shall submit an esitenrequest to the Minister
at least thirty (30) days before the expirationtte second renewal period
and for this same period, the Contractor shall hiawgled all project
obligations defined in Article 7 herein below.

In accordance with the provisions in the @ddRicers Code, the duration of
the research time period shall also be extendetgdéssary, by decree, in
the event of discovery of Hydrocarbons for whicle broject evaluation
program has been executed but has not allowed raerlahe latter
marketable; the extension period, the area covaretlthe conditions of
such extension are set forth in Article 9 hereilole

ARTICLE 6

SURFACE YIELDS AND RELEASE

Upon the expiration of the initial researchiqu , the Contractor shall
return at least percent (_ %) of the ingaiface of the Contract
Area.

Upon the expiration of the first renewal pdrithe Contractor shall return at
least percent (__%) of the initial surfaeaaf the Contract Area.

Pursuant to Articles 6.1. and 6.2. hereinabove

a) the surfaces abandoned with respect to Artiddeh@rein below and
minus surfaces already covered by the Operatiomitars shall be
deducted from the surfaces to be returned;

b) the Contractor shall have the right to estalilighextent, the form and
the localization of the research perimeter whicliniends to keep.
However, the portion returned shall be a simplengstac form,
marked off by North/South, East/West lines or byurel limits;

c) a drawing with an indication of the researchirpeter that is being
kept shall be attached to the renewal request.

Upon the expiration of the research period, @ontractor shall return the
remaining surface area of the Contract Area, exatudny surfaces covered
by Operation Perimeters.



6.5.

7.1

7.2

7.3.

7.4.

7.5.

10

The Contractor can at any time, subject torpmbtice of three (3) months
with the exception indicated in Article 10.5, ngtithe Minister that it

waives its rights over all or part of the ContrAcga. In the event of partial
release, the provisions of Article 6.3. b) heremabshall be applicable to
the delineation of the returned perimeter.

In any event, no voluntary release during a reseperiod will reduce the

project obligations cited in Article 7 herein beldar the research period
underway or the amount of the corresponding bamkibo

ARTICLE 7

RESEARCH PROJECT OBLIGATIONS

The Contractor shall begin the geological gedphysical work within three
(3) months following the Entry into Effect Date.

During the initial research period cited intiéle 5.1. hereinabove, the
Contractor shall:

a) carry out at least seismic kilometers_(or 3-D seismic
square kilometers);

b) and perform at least exploratory dniemations. The first
drill operation shall start within monthdldwing the Entry
into Effect Date.

During the first renewal period cited in ARic5.2. hereinabove, the
Contractor shall:

a) carry out at least seismics kilometers (or 3-D seismic
square kilometers);

b) and perform at least exploratory dpk@tions.

During the second renewal period cited in deti5.2. hereinabove, the
Contractor shall:

a) carry out at least seismics kilometers (or 3-D seismic
square kilometers);

b) and perform at least exploratory dpk@tions.
Each of the exploratory drill operations pd®ad in accordance with Articles
7.2. through 7.4. hereinabove shall be carrieduntit the minimum depth

of meters (hereinafter called « minimum @mritdepth »).

However, such drill operations may be stopped #tsser depth if the



7.6.

7.7,

7.8.

11

continuation of the drilling, carried out in accante with the rules of the
art in use in the international oil is excluded fame of the following
reasons:

a) the base is encountered at a depth less thamitiieoum contract
depth;

b)  continuation of the drilling presents a cleangkr due to the existence
of an abnormal layer pressure;

c) oil formations are encountered the crossing bictv requires the
laying of piping for their protection not permitgjrthe reaching of the
minimum contract depth.

In the event one of the above conditions exisis,Gontractor shall, before
stopping the drill operation, obtain the prior arthation of the Minister
with the assistance of PETROSEN, which may notdjased without a
duly-founded reason and the hole shall be — inethent of approval —
considered as having been drilled to the minimumtre@t depth. The
ruling of the Minister shall be made known as sasipossible.

If the Contractor, during the first renewalripd, either of the initial
research period, or the first renewal period, sthamplement a number of
exploratory drill operations greater than the mimmm drill obligations
provided in Articles 7.2. and 7.3. hereinabove,dkeess hole or hole could
be postponed to the following research period arods and be deducted
from the project obligations set forth for saidipdror periods, on condition
that at least one exploration hole shall be camwigicber renewal period.

Pursuant to Articles 7.2. through 7.6. heleiva, the holes made within the
framework of a project evaluation program shall mat considered as
exploration holes and only one well per discovdmglisbe considered as
being an exploration hole.

If at the end of any research period, orha tase of total release or
cancellation of the Contract, the research workdooted having not
attained the minimum commitments undertaken inches 7.2. through 7.4.
hereinabove, the Contractor shall pay the Staflateothan the expiration of
the research period in progress a compensation emtize unpaid balance
of the work commitments projected for this perioddacalculated in
accordance with the provisions of Article 7.9. ereelow, otherwise the
State shall call up the bond provided in Articl&(.herein below.

Once payment has been made, the Contractor shalbsidered as having
fulfilled its minimum project obligations with respt to Article 7 of the

present Contract; the Contractor may, except inctse of cancellation of
the Contract for a major breach of Contract, cargino benefit from the
Contract provisions and in the event of an allowablaim, obtain the

renewal of the research period.



7.9.

7.10.
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If the Contractor does not carry out the weprkvided in Articles 7.2
through 7.4. hereinabove, the compensation citedriicle 7.8. that the
Contractor shall pay the State, as payment for exacution, shall be
determined as follows:

a) if the work provided for in Article 7.3. a) hast been performed, an
amount of Dollars;

b) if the work provided for in Article 7.4. a) hast been performed, an
amount of Dollars;

c) if the work provided for in Article 7.2. ¢) ha®t been performed, an
amount of Dollars;

d) per exploration hole not carried out to the mimim contract depth, the
amount of Dollars.

On the Entry into Effect Date, the Contradball provide an irrevocable
bank bond, at first application, acceptable by kiaister, covering its
minimum work obligations for the initial researchripd.

In the event of renewal of the research period, @ontractor shall also
provide at the entry into effect of each renewaliqek a similar bond
covering the minimum project obligations for thenewal period in
question.

The amount of the bond shall be calculated bygutie amounts in Article
7.9. hereinabove.

Three (3) months after the completion of a seismpiogram or an
exploration hole carried out to the minimum contrdepth, the above-
mentioned bond shall be, after notification to Ei@ister, adjusted so as to
cover the minimum project obligations of the reshaperiod in progress
remaining to fulfill, evaluated according to theopisions of the previous
paragraph.

If at the end of any research period, or in theng¢wof total release or
cancellation of the Contract, the research profesting not attained the
minimum commitments agreed to in the present Aatilthe Minister shall
have the right under the terms of Article 7.8 tdl agp the bond as
compensation for the non-execution of the projemnmitments that the
Contractor had signed.

ARTICLE 8



8.1.

8.2.

8.3.

9.1.

9.2.

9.3.

9.4.
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The Contractor, no later than the first dayath Contract Year, shall pay
the following surface area leasing amount:

a) Dollars per square kilometer and par gluring the initial
research period,;

b) Dollars per square kilometer and pear yduring the
renewal period;

C) Dollars per square kilometer and pear yduring the
second renewal period and during any extensionigedvin Articles
5.3. and 5.4. hereinabove.

The surface area leasing amount shall be gedefor the entire year
according to the extent of the Contract Area hgidhle Contractor as of the
due date of said leasing amount. In the eventrefemse during the Contract
Year, no reimbursement of the already-paid leaamgunts shall be made.

The surface area leasing amounts shall be pgidhe Contractor to
PETROSEN which has been entrusted by the Statethgtitarrying out of
actions necessary for the promotion of the oil strreents in Senegal.

ARTICLE 9

EVALUATION OF A DISCOVERY

If the Contractor discovers Hydrocarbons wittiie Contract Area, it shall
immediately notify the Minister thereof and prepareaccordance with the
rules of the art in use in the international oilustry, the tests required to
evaluate the Petroleum indicated during the dgllin

If the Contractor wishes to evaluate the aboeationed discovery, it shall
submit to the Minister within six (6) months follavg the notification of the

discovery, a project evaluation program and theesponding budget. The
Minister may not refuse this program without a digdynded reason.

The Contractor shall then execute the evalnagiroject of the discovery as
diligently as possible in accordance with the d&thbd program.

At the end of this evaluation project, whichymmot be extended beyond the
research period cited in Article 5 hereinaboveluding the renewals and
any extensions, the Contractor shall provide toNmeister within two (2)
months, a report containing the technical and econodata on the
discovered deposit which will establish accordingthe Contractor, the
marketable character of said deposit. This repuatl snclude in particular
the following information:
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- the geological and petrophysical informationtad tleposit;

- the estimated delineation of the extent of thgoddé and the
corresponding technical proof;

- the results from the project tests conductechor@ings taken;

- an estimate of the reserves and a preliminaryn@oic study for
placing the deposit into operation.

The marketable character of the deposit sbhall determined by the
Contractor. If the Contractor concludes the maitietaharacter of the duly-
evaluated deposit, it shall also submit to the Btam, within six (6) months

after the completion of the evaluation project,exelopment and operation
startup plan of the Marketable Deposit in questighich shall in particular

contain the following:

- the precise delineation and surface area of ¥poation Perimeter,
within the Contract Area that is currently validr fthe Marketable
Deposit in question;

- an estimate of the recoverable reserves, prondmpeobable and of the
production profile and a study on the Hydrocarbecowvery methods
and the economic development of the Natural Gas;

- the description and the project characteristiexessary for the
exploitation startup of the Marketable Deposit sashthe number of
wells, the facilities required for production, tient, storage and the
transport of the Hydrocarbons;

- the schedule for implementing the above-mentiopegject and the
date forecast for production startup;

- an environmental impact study indicating any @8efrom the
projected work on the environment, the conditionslar which they
satisfy the environment concerns and a prelimingign of
abandonment or restoration of the sites in quesiotine end of the
exploitation;

- an estimate of development costs and the comelspg exploitation,
and an economic study proving the marketable clteraof the
Deposit.

Within three (3) months following the acceptanéeghe development plan
and the exploitation startup, the Minister may @ revisions or
modifications to said plan and the provisions ofide 16.2 of the Contract
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shall apply mutatis mutandis [with the necessary changes] to said
development plan concerning its adoption withireéh(3) months after it is
submitted.

If the Marketable Deposit extends beyond timétd of the Contract Area,

the Minister may, if necessary, require that thent@tor exploit said

deposit in conjunction with the contractor of thdjagent contract area or
areas according to the provisions of a so-calletitkzation» agreement.

The Contractor shall submit to the Minister fos Bpproval the development
and exploitation startup plan of the Marketable @ prepared in
association with the contractor of the adjacenttremh area within six (6)
months after the Minister has formulated his respuient.

If the development and exploitation startup plannbt submitted to the
Minister within the above-indicated time period,ibit was not adopted by
the Minister, the latter may prepare a developnagt exploitation startup
plan in accordance with the rules of the art in uséhe international oll

industry. Said plan shall be adopted by the Cotdrad the terms

established by the Minister do not have the purpokeeducing the

economic profitability of the Contractor as resujtifrom the Contract or
imposing on the Contractor an investment signifijahigher than that
which he would normally have had to endure if hgehbhad to ensure the
development and startup of exploitation by itself.

The Minister can request the Contractor tondba the surface delineating a
discovery of Hydrocarbons if the Contractor:

a) has not begun the evaluation project of theodsy within two (2)
years after the date of notification to the Ministé said discovery
mentioned in Article 9.1 hereinabove;

b) does not consider the deposit as being marletaittin a time period
of eighteen (18) months after the completion ofdhaluation project,
except in the case of application of the provisiohArticle 9.8. herein
below.

Any surface thus returned shall be deducted floensturfaces to be returned
by way of Article 6 hereinabove and the Contracball loose any right
over the Hydrocarbons that could be produced fiumdiscovery.

If, at the end of the evaluation project, tbentractor establishes in the
report mentioned in Article 9.4. hereinabove thed Hydrocarbon deposit
object of the discovery is not exploitable commaligiin the immediate

future but becomes so, he may, upon request, olataiextension of the
research period involving the presumed extensionsatfi deposit the

purpose of which is to grant him a withholding periof said deposit

measured from the date the signed report was stdehahd equal:
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a) to three (3) years in the event of a discovdra dkaw Petroleum
deposit;

b) to five (5) years in the event of a discoverynoh-associated Natural
Gas deposit.

During said retention period, the Contractor sipativide to the Minister
within sixty (60) days after the end of each Civéar a report showing the
marketable character or not of the deposit in goesHe shall also, if it is a
non-associated Natural Gas deposit, update theetsikdy of the potential
outlets of said Gas.

If required, the Contractor, may accordinghe terms set forth by the Oil
Producers Code, obtain during the research peritethaorary exploitation
authorization, in particular to conduct long-terroguction testing.

At the end of said testing, the Contractor shafipdy to the Minister an
evaluation report similar to that mentioned in &ldi 9.4 hereinabove, that
will indicate the results and the interpretatiohshe tests and an estimate of
the long-term production profile of the deposit afidhe best possible mode
of recovery.

CHAPTER Il

REGARDING THE EXPLOITATION

ARTICLE 10

DURATION OF THE EXPLOITATION PERIOD

If a discovery of Hydrocarbons is declaredhoeercially exploitable, the
Contractor shall demand, on the date the developerah the exploitation
startup plan is submitted for the Marketable Depiosguestion, and obtain
by decree, in accordance with the provision of@ileProducers Code, the
authorization of exploitation with respect to thgpkoitation Perimeter of
said Deposit granted for a duration of twenty-f(2®) years and involving
the extent of the Marketable Deposit within the act Area that is
currently valid.

Upon the expiration of the period of twentef(25) years stipulated in
Article 10.1. hereinabove, the exploitation periofl the Exploitation
Perimeter shall be renewed by decree, upon theest@fithe Contractor, for
an additional period of ten (10) years, renewableast once, on condition
that the Contractor has fulfilled all its contradtligations and proves that a
commercial production based on the ExploitationrReter is still possible
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at the expiration of the initial period of expldita or the first renewal.

The Contractor shall startup the developmamject of a Marketable
Deposit no later than six (6) months after the gngnof the Exploitation
Perimeter and shall pursue them diligently.

In particular, the Contractor shall:

a) apply to the exploitation startup of a Marketableposit the cleanest
possible methods in order to avoid losses of enargy industrial
products;

b)  ensure the preservation of the deposit and &sé fossible economic
performance in Hydrocarbons;

c) conduct studies for assisted recovery as so@ossible and use such
processes if they lead to an improvement of thenate recovery rate
of Hydrocarbons;

d) periodically conduct tests and measures on e&thin production so
as to control the proper exploitation of the Maakd¢ Deposit.

Any release request, in whole or in part,ato Exploitation Perimeter
submitted by the contractor with an advance naticene (1) year will be
favorably examined if it has satisfied all thesdigaiions and promises to
execute any work which it might be ordered to dotloy Minister in the
interest of public safety, the preservation of d#scand the water tables and
the protection of the environment, in accordanc wie rules of the art in
use in the international oil industry.

The above-mentioned advance notice shall be acaoieg by the list of
measures that the Contractor undertakes to implemiethe time of its
release and this release shall only become eftecéfter the proper
execution of the work that may have been ordereith&Minister.

ARTICLE 11

PRODUCTION PROGRAMS

The Contractor undertakes to produce on dyyeasis reasonable quantities
of Hydrocarbons from each Marketable Deposit adogrtb the rules of the
art in use in the international oil industry, mgithking into consideration
the rules of proper preservation of the depositd #me best possible
recovery of the Hydrocarbon reserves under econoomditions.

In the case of production, the Annual Profetedule mentioned in Article
16 herein below that the Contractor must submiforeethe first (¥
October of each Civil Year, to the Minister willdlnde for each Marketable
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Deposit, the production program and the correspantudget prepared for
the following Year.

The Contractor shall attempt to produce dureach Civil Year, the
quantities estimated in the production programraefinereinabove.

ARTICLE 12

NATURAL GAS

All the provisions of the Contract shall appiutatis mutandis [with the
necessary changes] to Natural Gas subject to teeiapprovision of the
present article.

All guantities of Associated Natural Gas tlaatording to the evaluation of
the Contractor could not be economically reinjected used in the Oil

Operation, or treated for sale, cannot be burnethbyContractor without

the prior approval of the Minister which may notreéused if the temporary
burning of the Gas is in accordance with the ruiethe art in use in the
international oil industry.

In this case, the Contractor shall, except in €ageemergency, notify the
Minister at least two (2) months in advance andigle®the necessary proof
showing in particular that all or part of this Geannot be usefully and
economically used to improve the best possible @ranrate of recovery of
Raw Petroleum by reinjection in accordance with phavisions of Article
10.4 hereinabove or any other use that could ndyrbalrequired.

If the Contractor decides:

a) to burn the Associated Natural Gas in accordanttethe provisions
of Article 12.2. hereinabove;

b) or if the Contractor decides to not exploit ascdvery of Non-
associated Natural Gas;

the State shall have the right to exploit and neensaid Natural Gas,
without paying any compensation to the Contracitie State shall assume
in this case if applicable all the additional cas¢sessary for the production,
the treatment and the removal of said Natural Gas.

If the Contractor considers the Natural Gas@mmercially exploitable, it
may in particular sell the Natural Gas that it progs to the State for the
local consumption needs of the Republic of Senagalompetitive prices
with other replacement products but also for ofihdustry uses at prices
suitable to the Parties.
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ARTICLE 13

MEASUREMENT OF THE HYDROCARBONS

The Contractor shall measure, at a point aiiytitagreed upon by the
Parties, all the Hydrocarbons produced, after etita of water and related
substances, by using, according to the approvalthef Ministry, the
equipment and measuring procedures in accordartbetvd methods in use
in the international oil industry. The Ministry shiaave the right to examine
these measures and to inspect the equipment acedues used.

If during the exploitation, the Contractorstves to modify said equipment
and procedures, it shall obtain the prior appréncah the Minister.

When equipment or procedures used have leahtoverestimate or an
underestimate of the quantities measured, the sirall be considered as
existing since the date of the last calibrationtleé equipment, unless
otherwise can be proven and the appropriate adgmtnshall be

implemented for the corresponding period.

ARTICLE 14

TRANSPORT OF HYDROCARBONS

The Contractor shall have the right to tramspr have transported the
products of its exploitation to points of storagesatment, loading or
wholesale consumption, all the while maintaining nevship, under
conditions established by the Oil Producers Code.

The authorization for transport shall be tgdnunder law, upon their
request, either to the Contractor, or individualyeach of the companies
forming the Contract. The approval by the Ministéa pipeline project, as
indicated in Article 39 of the Oil Producers Cod®y not be refused if the
project complies with the current regulations arakes it possible to ensure
the transport of the products extracted under t& possible technical,
economical and environmental conditions.

In the event of several discoveries of Hydrbon within the same
geographical region, the Contractor may come toeadly agreement with

the other exploiting entities for the constructiamd/or common usage of
pipeline installations making it possible to evaeuall or part of their

respective productions. All protocols, agreementscontracts resulting

therefrom shall be submitted for the prior appradahe Minister.
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Lacking a friendly agreement, the Minister mayues} that the Contractor
and the other exploiting entities join forces fdve tconstruction and/or
common usage, under the best possible technicakemaomic conditions

of facilities or pipelines, on condition that tldemand may not be either for
reducing the economic profitability of the Cont@csuch as it results from
the present Contract or imposing a significant stwveent for the Contractor
in particular greater than that which it would naily have had to endure if
it had had to ensure the implementation of thegatdpy itself.

ARTICLE 15

LOCAL DEMAND FOR RAW PETROLEUM

The Contractor undertakes the productionast Retroleum in the Republic
of Senegal to be sold to the State by priority, share needed to satisfy the
domestic consumption needs of the country, equa ataximum to the
percentage that the quantity of Raw Petroleum prediby the Contractor
represents with respect to the total quantity ofvARetroleum produced in
the Republic of Senegal.

The Minister shall make known in writing raddr than October first (1st),
the quantity of Raw Petroleum that it chooses tg buaccordance with the
present article, during the following Civil Yearfté&r the deliveries have
been made to the State or to the beneficiary datdnby the Minister, by
quantities reasonably equal and at regular timenmts during said Year,
according to the ways and means established bgmgm of the Parties.

The Contractor shall sell the Raw Petroleumthe State at a priced
established in accordance with the provisions diichr 21 hereinbelow with
regard to determining the “"current internationalrkea price". This price
shall be payable in Francs CFA at the exchange vatie respect to the
Dollar by the Central Bank as of the payment daakdished sixty (60)
days after delivery.

CHAPTER IV

JOINT PROVISIONS REGARDING
RESEARCH AND EXPLOITATION

ARTICLE 16

ANNUAL PROJECT SCHEDULE
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The Contractor shall submit to the Ministaithin thirty (30) days
following the Entry into Effect Date of the Conttathe Annual Project
Schedule and the corresponding Budget for the @wdr in progress.

Three (3) months before the expiration of eachilGfear, the Contractor
shall submit to the Minister the Annual Project &thle and the
corresponding Budget forecast for the followingiC¥ear.

The Annual Project Schedule and the correspondngget shall be
subdivided among the various research, evaluataeyelopment and
production activities.

The Minister may not refuse the Annual Proj&chedule and the
corresponding Budget without a duly-founded reastowever, the Minister
may propose revisions or modification to the AnnBabject Schedule by
making these known to the Contractor within thi{3p) days following the
acceptance of this Program.

In this case, the Minister and the Contractorlshakt as soon as possible to
study the revisions and modifications requested establish by mutual
agreement the Annual Project Schedule and the sponeling Budget in
their final form, in accordance with the rules d¢fetart in use in the
international oil industry. The date for adoptihg tAnnual Project Schedule
and the corresponding Budget shall be the datkeohbove-mentioned joint
agreement.

If the Minister does not notify the Contractoritsf wish to revise or modify
within the above-mentioned thirty (30) days, saidnBal Project Schedule
and the corresponding Budget shall be considerdubing adopted by the
Minister on the expiration date of said time period

Results deriving during the carrying out bé tproject in which special
circumstances might justify changes to the Annuajdet Schedule. In this
case, after notification to the Minister, the Cantor may carry out such
changes on condition that the fundamental objestofesaid Annual Project
Schedule are not modified.

ARTICLE 17

INSPECTION OF OIL OPERATIONS

The Oil Operations shall be subjected tartbpection of the State. Its duly-
qualified officials shall have the right to monittire Oil Operations and to
inspect, at reasonable intervals, the facilitieguigment, material,
recordings and corresponding records of the Oilr&tjmns.
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The Contractor shall notify the Ministry, bef their implementation, of the
Oil Operations such as geological or geophysicalpzagn, probing or well
testing, so that the qualified officials of the N&imy may be present at said
operations without however causing any delay inntwnal progress of the
operations.

The Contractor shall keep the Ministry informed tbé progress of the
operations, and if necessary inform it of any aeetd that have occurred.

For the purposes of permitting the exercisinggtits as indicated in Article
17.1 hereinabove, the Contractor shall providehtorepresentatives of the
Ministry a reasonable assistance regarding the snedintransport and

lodging, and expenses for transportation and laggiinectly linked to the

monitoring and to the inspection shall be at theeese of the Contractor.

The Ministry may demand that the Contractorycout, at its own expense,
all work deemed necessary to ensure the safetyermsgand protection of
the environment during the Oil Operations.

In the event the Contractor should decidab@andon a hole, it shall notify
the Ministry thereof at least seventy-two (72) Imbefore the abandonment.

ARTICLE 18

INFORMATION AND REPORTS

The Contractor shall keep, in accordance thi¢hrules of the art in use in
the international oil industry, all data and infatmon resulting from the Oll
Operations and in particular, the recordings, mesmsant and geophysical
interpretation reports, geological reports, borehtggings and drilling
reports and tests and shall supply a copy to thastty as soon as possible
of all data, information, reports and interpretasip obtained or prepared
during the Oil Operations.

All maps, sections, profiles and any other docusiear geophysical or
geological recordings shall be supplied to the Btimyi on a transparent
medium for subsequent reproduction and in digaai, if necessary.

The Contractor shall supply to the Ministry a es@ntative portion of the
core samples, drill cuttings, and samples of flypdsduced during the tests
or production trials.

Upon expiration, or in the event of a releaseaorcellation of the Contract,
the original document, including the magnetic tapleall be transferred to
the Ministry.

The Contractor shall supply to the Ministrg following periodical reports:
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a) adaily report on the progress of the drillimgl @n the production, and
a weekly report on the geophysical work in progress

b)  within fifteen (15) days following the end ofasamonth, a monthly
report on the Oil Operations underway;

c) within thirty (30) days following the end of thmonths of March,
June, September and December, a quarterly repgatdieag the Oil
Operations carried out during the past quarteraddtailed report of
expenses incurred;

d) within sixty (60) days following the end of ea€livil Year, a report
regarding the Oil Operations carried out during plaest Civil Year,
and a detailed report of expenses incurred anst afithe personnel
employed by the Contractor.

The Ministry may at any time access technécad economic files of the
Contract with respect to the Oil Operations, ofeihat least one copy shall
be kept in the Republic of Senegal.

The Contractor undertakes to supply to the Mipistpon its request, all
reports, studies, recordings, measuring resulsts,térials, interpretations,
documents and information enabling the monitorihghe execution of the
Oil Operations.

All reports and information supplied to thénidtry by the Contractor shall
be, if the bear the disclosure "Confidential", ddesed as such during a
period of three (3) years from the time they aréaimed. The State may
makes these documents known to any individual eyepldy it or working
on its behalf. The above-mentioned period confiddéity may be increased
if the Minister so deems necessary.

However, the Minister may use the information diggpby the Contractor
for the purpose of preparing and publishing anyrepequired by law and
any report and study of general interest.

Notwithstanding the provisions of Article 48&ereinabove, the Minister
may place any information in the public domain relgay the area on which

the Contract no longer has exclusive rights subsagto its expiration, of
the release, withdrawal or cancellation of the Gawitover said area.

ARTICLE 19

PERSONNEL AND TRAINING

The Contractor may from the start of the @plerations ensure the priority
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use, with equal qualification, the citizens of tRepublic of Senegal and
contribute to the training of this personnel inartb enable their promotion
to any positions as qualified workers, specialtyicadls, clerks and
managers.

At the end of each Civil Year, the Contractor klpaépare, in agreement
with the Ministry, a recruitment plan and a tramiplan to achieve an
increased and broader participation of the Sensgagbersonnel in the Oil
Operations.

Particularly, in order to facilitate the emplof Senegalese personnel, the
Contractor shall provide, in view of the satisfantiof its needs, to the
training and the advanced training of its persorsraployed for the Oil
Operations. The Contractor shall also attempt ¢wide for the training and
advanced training of the personnel of the Minising of PETROSEN.

The Contractor shall organize this training andaaded training, according
to a plan established by mutual agreement withvtiméster and the General
Manager of PETROSEN, either within its companyinoother enterprises,
by means of internships or exchanges of persofmmh in Senegal and
abroad.

For these purposes, the Contractor shall devoteddraining plan of the
Ministry’s personnel and that of PETROSEN a minimain

Dollars per year during the research period, aadisg from the granting of
an Exploitation Perimeter, a minimum of oll&rs per year.

Foreign personnel employed by the Contraaarits subcontractors for the
needs of the Oil Operations shall be authorizednter and stay in Senegal
for the required duration. The Ministry shall asslse Contractor for the

issuance and the renewal of the administrative mecis necessary for the
entry and stay in the Republic of Senegal of sadsgnnel and their

families, in accordance with the current legislatio
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ARTICLE 20

ABANDONMENT AND TRANSFER OF ASSETS
UPON THE EXPIRATION

The Contractor shall, no later than six (@arg before the expected
expiration of the Exploitation Perimeter, or upome tdate on which

percent (%) of the proven and probablkerves of Hydrocarbons
with respect to an Exploitation Perimeter have baenluced, if this date is
before, submit for the approval of the Ministerabandonment plan of the
area in question accompanied by an estimate ofab@donment costs,
which shall comply with the rules of the art in usethe international oil
industry.

The Parties shall meet within three (3) month&faihg the submission of
said estimate to reach an agreement on its adogftienany revisions and to
jointly decide on the type and the amount of thargatees to be provided
by the Contractor to cover the estimated abandohroests, which may
either be a periodical contribution to a sequesdtaszount or the supply of a
bank bond of a guarantee of Affiliated Companiegeptable to the
Minister. Notwithstanding the creation of said crdees, the actual
abandonment costs shall be the exclusive resptitsibi the Contractor.
During the above-mentioned meeting, the Partiedl sitgo agree on the
annual provisions for the abandonment costs whicil ©e Oil Producer
Costs recoverable pursuant to Article 22.1 herdéovweand tax deductible
for the determination of the profit submitted t& tan corporations.

Upon the expiration or the cancellation of @entract, or in the case of
surface area returns, the assets belonging togh&dctor and necessary for
the Oil Operations in the area returned shall bectita property of the State
at no charge, unless they must be used by the &xotrfor the exploitation
of other Marketable Deposits located in Senegad firpose of the transfer
of ownership shall be for involving, if necessang tcanceling out of any
surety or guarantee involving these assets, ottlieae assets comprise.

If the Minister decides not to use all or partsafd assets , it may demand
the Contractor to remove them at the latter's egperhowever, the
abandonment project must be carried out pursuarthéoprovisions in
Article 20.1 hereinabove.

During the time the Contract is in effecg firobes acknowledged by joint
agreement as unsuitable for the pursuit of resear¢he exploitation shall

be taken up by the State, upon the request of ihestv for the purposes of

converting them into water wells. The Contractoalsthen be responsible
for leaving in place the pipes over the requesteight and possibly the

well-head and to perform the sealing of the probihé requested area.
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CHAPTER V

ECONOMIC AND TAX PROVISIONS

ARTICLE 21

PRICE OF RAW PETROLEUM AND NATURAL GAS

The unit sales price of the Raw Petroleuneriakto consideration for the
needs of the Contract shall be the actual F.O.Bessprice faithfully
reflecting the current international market pricedefined hereinbelow, at
the Delivery Point.

The actual F.O.B. sales price, calculateth ga@arter of the Civil Year shall
be the weighted average of the priced obtainednbyQontractor and the
State for sales contracts to Third Parties. Comonmsspaid at the time of
sales to Third Parties shall not exceed the valuese in the international
oil industry.

If such sales to Third Parties are not carried duting the quarter in
question, or represent less than thirty percen%(36f the total sales, the
value shall be established by comparison with tharént international
market price" during the quarter in question of Rewv Petroleum produced
in Senegal and in the neighboring producer cowtrmnsidering the
differentials of quality, density, transport and/peent.

By "current international market price", it shb# understood a price such
that it enables the Raw Petroleum sold to attdithe sites of treatment or
consumption, a competitive price equal to that ficad for Raw Petroleum
of the same quality coming from other regions arelivdred under
comparable commercial conditions, both from thengjtya standpoint as
well as the destination and the use of the Rawoletm, taking into
account the market conditions and the type of emtgr

A commission presided over by the Ministerjt® delegate and including
representatives of the Administration and the regméatives of the
Contractor shall meet upon the request of its gesgj to establish
according to the stipulations of Article 21.2. heabove, the actual F.O.B.
sales price of the Raw Petroleum produced, appédcabthe quarter of the
lapsed Civil Year. The decisions of the commissisimall be made
unanimously.
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If no decision is made by the commission witihirty (30) days after the
end of the quarter of the Civil Year in questidre aictual F.O.B. sales price
of the Raw Petroleum produced shall be definitivektablished by an
internationally acknowledged expert, appointed gneament by the Parties,
or, lacking agreement, by the International CerdérExpertise of the

International Chamber of Commerce.

The expert shall establish in accordance withstipulations of Article 21.2
within twenty (20) days after his appointment. Tiees for the expertise
shall be equally shared by the Parties.

While waiting for the price to be establisheamporary actual F.O.B. sales
price applicable for a quarter of the Civil Yeambhe the actual F.O.B.

sales price of the previous quarter. Any adjustmeetessary shall be
implemented no later than thirty (30) days aftez #stablishment of the

actual F.O.B. sales price for the quarter in qoesti

For the needs of the present Contract, theevad the Natural Gas sold or
transferred to Third Parties or to the State dhalthe actual price obtained
by the contractor for the sale of said Natural Gas.

For sales or transfer of Natural Gas other thaselof the Third Parties or
to the State, the value shall be determined byeageat between the
Minister and the Contractor by particularly takimgo consideration, the
principles then in effect internationally for thearketing of the Natural Gas,
the quality and the quantity of Natural Gas andgliee of the Senegalese
Natural Gas sold to Third Parties under comparataleket conditions.

ARTICLE 22

RECOVERY OF PETROLEUM COSTS AND
PRODUCTION SHARING

In the event of Hydrocarbons production basedhe Contract Area, the
Contractor shall have the right to receive freetudrge, each Civil Year, in
view of the recovery of its Oil Producer Costs, aximum share of
percent ( %) of the production of the Contrata®which has not been
lost or used for the needs of the Oil Operations.

If, during a Civil Year, the value of the abovestiened maximum
production share, determined according to the prons of Article 21
hereinabove, is greater than the Oil Producer Ctostse recovered during
said Year, the Contractor shall receive only swedsér percentage of the
production which is necessary and sufficient toovec the Oil Producer
Costs.
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The Oil Producer Costs shall be recoveratbtbe following manner:

a)

b)

The Oil Producer Costs incurred during the imaetation of the Oil
Operations with respect to the Contract Area, Withexception of the
costs relating to fixed assets, and those purst@mrticle 4 of

Appendix 2 to the present Contract, shall be re@x/during the Civil
Year in which the Oil Producer Costs were incummedhe Civil Year

during which the first Commercial Year of the CatrArea is placed
in production, if the latter year is after the CiViear in which Costs
were incurred.

The Oil Producer Costs relating to fixed assetll be recoverable at
the annual amortization rate stipulated in Artidl@f Appendix 2 of
the present Contract. The recovery of the Costtheffixed assets
corresponding to an Exploitation Perimeter shafjibbeéhe Civil Year
during which the fixed assets were implementedhar €ivil Year
during which the production on said Exploitatiorrifeter begins, if
the latter year is after the Civil Year in whichicséixed assets were
implemented.

If the Oil Producer Costs recoverable during @nyil Year exceed in
value the limit fixed in Article 22.1 hereinabouwbg surplus shall be
brought forward to the Civil Year or Years followinuntil the
recovery of said Oil Producer Costs.

The Contractor shall receive each Civil Ydgrway of compensation, a
percentage of the Hydrocarbon production of thetaah Area remaining

after deduction of the Hydrocarbon share intenaedHe recovery of the
Oil Producer Costs of said Year, in accordance \lig provisions of

Articles 22.1 and 22.2 hereinabove.

For this purpose, said production remaining shellshared by the State
and the Contractor by way of the value of the retesthip "R" hereinafter
defined, in the following manner:

"R" Value Share of the State Share of the Contracto
lessthan 1 | ) I 0
from1to2 | e, X R 0
from2to3 | e, X R 0
morethan 3 | ) 0
The "R" relationship designates the "Net AccunadatEarnings"

relationship over "Cumulated Investments”, the wheteation of which is
based on the accumulated amounts from the EntoyHffiect Date until
the end of the most recent Civil Year, in which:

"Net Accumulated Earnings" designates the amaifnprofits after
taxes on corporations calculated according to tbeoAnting Procedure:
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"Accumulated investments” designates the amouht research,
evaluation and development expenses calculatedrdingoto the
Accounting Procedure.

The recovery of Oil Producer Costs and thalyebon sharing shall be
established every quarter of the Civil Year on anclative basis. The
recovery of the Oil Producer Costs and the producsharing shall be
established each quarter of Civil Year on a cunudabasis. If the
production or the Oil Producer Costs recoverable @ot definitively
known as of the calculation date, estimates madedan the Annual
Project Schedule and the Budget of the Civil Yeaguestion as indicated
in Article 16 hereinabove, shall be used. No |#tan two (2) months after
the end of each Civil Year, the amounts of the vegpof the Oil Producer
Costs and the production sharing for said Civil ty&zall be determined as
well as the necessary adjustments.

In the event of Non-Associated Natural Gasdiction, the Oil Producer
Costs corresponding to this production shall b@verable based on the
latter only unless the Parties agree otherwise.

Pursuant to the provisions of the presenicleytthe value of the
Hydrocarbons produced shall be that determinedriicla 21 hereinabove.

Unless otherwise agreed, the Contractor slegllire the ownership of the
Hydrocarbons at the Delivery Point to which it et under the present
Contract. However, the responsibility of the Coctoa shall remain
committed before this transfer of ownership, in aedance with the
provisions of Article 4.5 hereinabove.

The State shall decide whether the produdi@re coming to it, after the
recovery of the Oil Producer Costs and the compmmsaf the Contractor,
shall be taken in kind or converted into currency.

If the State decides to take its production sivaiend, in all or in part, the
Minister shall notify the Contractor thereof atdethree (3) months before
each six-month period of the Civil Year indicatitige exact quantity it
wishes to take during the following Civil Year sixenth period.

If the State decides to convert into currencyitsduction share in all or in
part, the Contractor shall pay it the value of ghisduction calculated in
accordance with the provisions of Article 21 heabiove. This payment
shall be made on a monthly basis within thirty (88ys following the end
of the month to which the payment applies and toet@ctor shall acquire
the ownership of said production share at the Bg}ivoint.

It is understood that the Contractor shall noteeninto any sales
committeemen of the State’s production share ofclwtihe duration is
more than six (6) months, without the written corisd the Minister.
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For the purposes, of the tax laws of the Repwf Senegal, the quantity
of Hydrocarbons that the State shall receive irdlanin currency during

each Civil Year pursuant to Article 22.3 hereinatoshall include the
portion necessary to pay the taxes on the compaovesd by the

Contractor to Senegal with respect to the presentr@ct.

The State undertakes to pay this portion of tikeotacorporations for and
on behalf of the Contractor and to submit to th#etathe official
certifications of such payments.

ARTICLE 23

TAX SYSTEM

The Contractor is subject to taxation on canmgs as provided in the
general Tax Code and on the Oil Producers Code.

The net profits that the Contractor draws from #mirety of its Oil
Operations in the territory of the Republic of Sgaleas defined in the
General Tax Code, unless otherwise stated in thé°®@ducers Code, are
subject to a tax on corporations of thirty-five gant (35 %) calculated on
said net profits.

The Contractor holds per Civil Year, in accordamgth the regulations in

effect in Senegal and the provisions of the preg<amitract, a separate
accounting of the Oil Operations which enablesdsiblishing of a profits

and losses account and a balance sheet indicabitigtbe results of said

operations as well as the credit and liability iseassigned thereto or directly
relating thereto.

In the event the Contractor is composed of severdities, their tax
obligations are separate.

In accordance with the provisions of Article 22fereinabove, the
Contractor shall not be subjected to any paymeititédState with respect to
tax on corporations. From the standpoint of the #ahorities of the
Republic of Senegal, the share of the Hydrocarkibias the Contractor
receives pursuant to Articles 22.1 and 22.3 hebeine, is considered as
representing the recovery of the Oil Producer Caststhe net profit due the
Contractor after taxes on corporations.

The Contractor, its shareholders and itsliafid Companies shall benefit
from the tax advantages pursuant to Article 4ghef®il Producers Code.

Furthermore, in accordance with the provisioh Article 48d) of the Oil
Producers Code, the Contractor shall be exempted &my tax on the sales
or related tax. Foreign enterprises or Senegaleszpeises with foreigners
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have entered into a Contract with the Contractortiie needs of the Oil
Operations shall themselves be exonerated of angrtasales or related tax
on all acquisitions of goods and services striatiyl directly necessary for
the implementation of said Contract.

By related tax, it is understood any tax or inokdétax levying, in particular
by means of withholding tax at the source, owethéoRepublic of Senegal
on compensations paid to foreign enterprises.

Foreign enterprises with no stable estabksiinn Senegal and taking part
exclusively within the framework of contracts eetdrinto with the
Contractor for the needs of the Oil Operations|dbalexempted of any tax
on corporations in Senegal.

ARTICLE 24

SHARE EQUITY OF THE STATE

Beginning from the Entry into Effect Date die present Contract,
PETROSEN has in the Contract Area a share of tloévigied interests of

percent (___ %) conferring upon it,hHa proportion of its
share equity, all rights and obligations of thespré Contract, subject to the
provisions of the present Article 24.

The share equity of PETROSEN indicated in the iptess paragraph shall

not entail for the latter, during the entire duratof the research period, the
participation in the expenses and charges incubrgdthe Contractor

(including that regarding any indemnity in the evefinoncompliance, the

submission of a bank bond, surface area leasinguaim@nd the training

expenses pursuant to Articles 7.8, 7.10, 8 and 1Be2einabove

respectively), the share of PETROSEN being endbkethe other entities

composing the Contractor, each on a pro rated hasits share equity

percentage.

When the exploitation authorization with msp to an Exploitation
Perimeters indicated in Article 10.1 hereinaboveeggointo effect,
PETROSEN shall have the option to increase itsesbquity to the risks and
the profits of the Oil Operations in said Explaibat Perimeter, in
accordance with the following provisions:

a) within an Exploitation Perimeter, the share ggof PETROSEN may
reach a maximum of percent ( %);

b) PETROSEN shall notify the Contractor of its demn to exercise its
option to increase its share equity and the peagenof share equity
chosen no later than six (6) months after the tlaeauthorization
relating to the Exploitation Perimeter authorizatgoes into effect;
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c) the share equity of PETROSEN relating to an &xgtion Perimeter
shall take effect beginning on the date the exglimh authorization in
question goes into effect;

d) the entities, other than PETROSEN, composingGbatractor shall
transfer to PETROSEN, each on a pro rated basts share equity as
of that moment, a percentage of their share eqaftyhich the total
shall be equal to the amount of increase in theesbquity decided by
PETROSEN,;

e) PETROSEN shall have the right to exercise orexetcise its option
to increase share equity separately for each Bspilmn Perimeter.

Starting from the date its participation oaded in Article 24.2.c)
hereinabove becomes effective, PETROSEN:

a) shall participate on a pro rated basis of itsig@pation in the expenses
corresponding to the Exploitation Perimeter in goes

b) shall possess and remove its co-payment of tbduption obtained
based on said Exploitation Perimeter.

PETROSEN shall not be subject, by way of its sheayeity, to reimburse
any part of the expenses incurred before the emiy effect of the
exploitation authorization related to the Explodgat Perimeter, or to
contribute to the training expenses.

In the event PETROSEN should exercise its optmrintrease its share
equity pursuant to Article 24.2. hereinabove, #lsheimburse in Dollars to
the Contractor, with no interest, on a pro rategidaf the increase of its
share equity, the expenses incurred relating tdestoitation Perimeter in
question between the date of entry into effect bé texploitation
authorization and the notice of exercising of igi@an. Said reimbursement
shall be carried out within sixty (60) days followisaid notification date.

The respective rights and obligations of PBBEN and the other entities
composing the Contractor shall be established enafsociation agreement
pursuant to Article 4.9 hereinabove.

PETROSEN, on one hand, and the other entiiegposing the Contractor
on the other, shall not be jointly and mutuallyp@ssible for the obligations
resulting from the present Contract.

Accordingly, PETROSEN shall be individually respdile with regard to
the State for its obligations as provided for ia @ontract.

The State at all times guarantees the executiorthef obligations of
PETROSEN resulting from the present Contract. Axlpfe of PETROSEN
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in the execution of any of its obligations may betconsidered as a failure
of the Contractor and may under no circumstancesviked by the State to
cancel the present Contract.

The State reserves the right to have itsesbauity exercised pursuant to the
present Article 24 by a State Corporation othentARBETROSEN.

ARTICLE 25

ACCOUNTING AND VERIFICATION

The Contractor shall keep its accountingccoedance with the regulations
in effect and according to the provisions of thecéunting Procedure
established in Appendix 2 attached hereto whichnisntegral part of the
present Contract.

Accounting records and books shall be kegtrench and denominated in
Dollars. These records shall in particular be usedetermine the recovery

of the Oil Producer Costs, the gross earnings,offerating costs, the net

profits and the preparation of the Contractor emgistatement. By way of

information, the profits and losses accounts ardtidance sheets shall also
be kept in Francs CFA.

Account records and books shall be matenmttyen by detailed documents
proving the expenses and receipts of the Contragtaccordance with the
provisions and obligations of the Contract.

The State, after having been informed byQGbatractor in writing, shall
have the right to examine and check, by its owiciads or experts of its
choosing, the account records and books relatingpeoOil Operations. It
shall have five (5) years following the end of tfear in question to conduct
this examination or this verification and submit tiee Contractor its
objection for any contradiction or errors obserdeding the examination or
verification.

The lack by the State to make a claim within theve-mentioned five (5)
years shall end any objection, dispute or clainbehnalf of the State for the
year in question.
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ARTICLE 26

IMPORTS AND EXPORTS

The Contractor shall have the right to impait the Republic of Senegal on
its behalf or on behalf of its subcontractor anyterials, equipment,

machines, apparatus, automobiles, airplanes, gpats and consumable
material necessary for the Oil Operations.

The above-mentioned goods shall be imported by @omtractor in
accordance with the provisions of Article 49 of & Producers Code.

Furthermore, the expatriate employees and thditanhired to work in the
Republic of Senegal on behalf of the Contractoitosubcontractors, shall
have the right to import into the Republic of Sealegzhen becoming settled
therein, their personal effects, including their. ca

The Contractor and its subcontractors unklerta carry out the imports
defined hereinabove only in so far as said goodsnat available in the
Republic of Senegal in equal quantity, quality,ceritime frame and
payment conditions, unless special technical enmeige or requirements
submitted by the Contractor or its subcontractors.

The Contractor and its subcontractors undertakgraot the preference to
Senegalese enterprises for all construction, sumpkervice contracts with
equal conditions in terms of quantities, qualityjc@, time fame and
payment conditions.

For all contracts of a value greater than one hethdhousand (100,000)
Dollars, the Contractor shall select its subcomnnacby means of invitations
to bid with Senegalese and foreign companies omlegns of any other
appropriate method in use in the internationainalstry.

The Contractor and its subcontractors, aenl foreign employees and their
families, shall have the right to re-export outnfrothe Republic of Senegal
free of any exit fees and taxes, the goods impgoteduant to Article 26.1

hereinabove which would no longer be necessantherOil Operations,

subject to the application of provisions providedirticle 20 hereinabove.

The Contractor and its subcontractors shallehthe right to sell in the
Republic of Senegal, on condition of informing thenister in advance

thereof, the goods that they imported when theynaréonger necessary to
the Oil Operations. In this case, it shall be tsponsibility of the seller to
fulfill all the procedures required by the curreagulations and to pay all
fees and taxes applicable as of the transactios, datless the above-
mentioned goods are transferred to enterprisegicgrout Oil Operations in

the Republic of Senegal.
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For the entire duration of the Contract, anthject to the provisions in
Article 15 hereinabove, the Contractor shall hdneeright to export freely to
the chosen destination for this purpose, free gfedt fees and taxes, the
portion of Hydrocarbons to which the Contractor haght under the

Contract.

All imports and exports under the presentt@ah shall be subject to the
procedures required by the current regulations eamog them, unless
otherwise stipulated in Article 49 of the Oil Pragus Code.

ARTICLE 27

EXCHANGE

The Contractor shall be subject to the reguiaof the exchanges in the
Republic of Senegal. However, it is understood thatRepublic of Senegal
undertakes for the duration of the present Conttactmaintain to the
Contractor and to its subcontractors the benefiheffollowing guarantees for
the operations carried out within the frameworkhaf present Contract:

a) the right to contract loans abroad necessaryhforexecution of their
activities in Senegal,

b) the right to deposit and keep abroad all funciyumed or borrowed
abroad, including earnings from sales, and to dispihereof freely
within the limit of the amounts exceeding the neefdtheir operations
in Senegal;

c) the free movement of funds belonging to thera fseany rights, taxes
and commissions of any kind between Senegal andthey country;

d) the right to repatriate the capital investechwitthe framework of the
present Contract and to transfer their profitgpanticular the interests
and dividends;

e) and the free transfer of amounts owed, as \getha free receiving of
amounts which are owed to them for any reason whats, with the
responsibility to make the declarations provided ttwe current
regulations.

For the execution of its operations, the @mtor shall be authorized to
practice the exchange of national currency and ftireign currencies
convertible at exchange rates not less favorabléh® Contractor than on
the date or that the rates generally applicablinénRepublic of Senegal to
other firms, on the day of the operations.
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Within thirty (30) days following the end efich Civil Year quarter, the
Contractor shall provide to the Minister in chaajéinances, a report on the
movements of funds related to the Oil Operationsnguthe recently lapsed
Quarter.

The expatriate employees of the Contractall shave the right, in
accordance with the current regulations in the Repwf Senegal, to the
free exchange and to the free transfer to theimtguof origin of their
savings on their salaries, as well as the coniohstfor retirement and
savings plan paid by themselves or on their beloalfcondition they have
paid their taxes in the Republic of Senegal.

ARTICLE 28

PAYMENTS

All amounts owed to the State or to the Guattr shall be payable in
Dollars or in any other convertible currency chobgmmutual agreement by
the Parties.

In the event of a delay in a payment, thewmrteoowed shall bear interest at
the rate of percent (__ %) per year staftiog the day on which
they should have been paid.

CHAPTER VI

MISCELLANEOUS PROVISIONS

ARTICLE 29

RIGHTS OF TRANSFER AND INSPECTION
OF THE CONTRACTOR

In accordance with the provisions the Oildeiers Code, the rights and
obligations resulting from the present Contractncarbe transferred in part
or in whole by any of the entities composing thettactor without the prior

approval of the Minister. The transfer shall inv®lhe entirety of the rights
and obligations relating to the present Contract.

If within sixty (60) days following the notificain to the Minister of the
transfer project accompanied by the transfer dooantee latter has not
made known its reasoned opposition, this trandf@tl e considered as
having been approved by the Minister upon the expin of said time
period.
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Starting from the approval date, the transfere¢ramsferees shall acquire
the capacity as Contractor and shall fulfill theigditions ordered to the
contractor by the Oil Producers Code and the pteSentract to which they
shall have subscribed prior to the transfer.

In the event of a transfer to an Affiliated Compathe Minister shall
authorize said transfer and may request, if applécathat the parent
company submit for the approval of the Minister @ndb for the proper
performance of the obligations under the presemti@ot.

The Contractor also is responsible for sutomgitfor the prior approval of the
Minister:

a) Any change of individual or any project whichutmb possibly bring
about, in particular by means of a new distributainthe corporate
shares, a modification of the control of the Coctiva or a company
composing the Contractor. The distribution of tleeporate capital,
nationality of the majority shareholders, as wed the by-law
provisions relating to the headquarters and thietsignd obligations
under the social titles shall be considered as etsnof control of the
Contractor. However, transfers of corporate sharesAffiliated
Companies shall be free. With regard to transfeoorate share to
Third Parties, they shall only be subject to therapal of the Ministry
if they are intended to place in the hands of thiget more than
twenty-five percent (25%) of the company’s capital.

b)  Any project for constituting sureties on assetd facilities assigned to
the Oil Operations.

The projects indicated in the present Article 2¢hall be made known to the
Minister. If within sixty (60) days after said nfitiation the Minister has not

notified the Contractor of its reasoned oppositiorsaid project, they shall
be considered as having been approved.

ARTICLE 30

CANCELLATION OF THE CONTRACT

Pursuant to the Oil Producers Code, the pté&3entract can be canceled by
the Stated under one of the following cases:

a) serious violation by the Contractor of the psawis of the Oil
Producers Code, or stipulations of the present i@oitafter official
notification with no remedy within three (3) months

b) delay of more than three (3) months brought ey €ontractor to a
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payment owed the State, after official notificatioot rectified within
three (3) months;

c) after the startup of production on a Marketdbéposit, shutdown of
its exploitation for one (1) year, without resunopti of this
exploitation six (6) months after the official fiatation to do so;

d) the non-execution by the Contractor within timeet period ordered of
an arbitration ruling corresponding to the presemtract;

e) or legal regulation or liquidation of the assaftshe Contractor or its
parent companies.

For the application of the provisions mengrhereinabove, the Minister
shall officially notify via certified letter with@énowledgement of receipt the
Contractor to comply therewith within the time mel$ established in
paragraphs a) through d) hereinabove.

Failure of the Contractor to comply with this inion within the ordered
time periods, shall result in the present Contbaotg ruled as canceled.

ARTICLE 31

FORCE MAJEURE

When one Party is incapable of executingatgract obligations, excluding
payments which it owes, or can only execute them ldue to an event of
Force Majeure, the non-execution or the delay shall not be cdered as a
violation of the present Contract, on conditionwewer, that there is a link
of cause and effect between the prevention aneé\bat ofForce Majeure
invoked.

Arbitration can be called for to determine, intgadar the character of the
prevention and its effect on the contract obligatd the interested Party.

For the purposes of the present Contrachteva Force Majeure can be
understood as being any unforeseen event, unclati®land independent
of the will of the Party invoking it, such as eaytlakes, riots, insurrections,
civil troubles, sabotage, wars or conditions attidile to war. The intention
of the Parties is that the termebrce Majeure receives the interpretation as
compliant as possible with the principles and wdesternational law.

When a Party considers that it is preventeth fexecuting any one of its
obligations due to an event Bbrce Majeure, it must immediately notify the
other Party thereof and indicate the reasons thereo

It must also take all useful measures to enswertiimal resumption of the
execution of the obligations affected as soon assipte as soon as the
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ceasing of the event constituting the everftafce Majeure.

If, subsequent to an eventrairce Majeure, the execution of any one of the
obligations of the contract is deferred, the timeriged the delay lasts

resulting therefrom, increased by the time periddctv could be necessary
to repair any damage caused by the evekibode Majeure, would be added

to the time period granted under the terms of th@ract for the execution

of said obligation as well as the duration of trentact.

ARTICLE 32

ARBITRATION AND EXPERTISE

In the event of a dispute arising between Stete and the Contractor,
concerning the interpretation or the executionhef present Contract or any
one of its provisions, the Parties shall attempetmlve it out of court.

If the Parties are unable to settle the disputeobicourt within three (3)

months from its notification, they shall mutuallgrae that such a dispute
shall be submitted to the International Center fbe Resolution of

Investment-related Disputes (C.I.R.D.l.), for thegose of its resolution by
means of arbitration in accordance with the Agregnfa the Resolution of

Investment-related Disputes between Countries amtiobbls of other

Countries signed March 18, 1965 and ratified bye§ahaccording to the
terms of Decrees 67-517 dated May 19, 1967 andhwvappeared in the
Official Bulletin of the Republic of Senegal on &0, 1967. The

arbitration court shall be composed of three (B)taators.

Arbitration shall take place in Paris (Frgndéne arbitration procedure shall
be conducted in French and the applicable law sleaBenegalese Law.

The ruling of the court shall be handed down difiely and irrevocably; it
shall be binding to the Parties and is immediagelycutable.

The Parties undertake to comply with any garegive measure ordered or
recommended with majority ruling by the arbitratioaurt constituted in
accordance with the provisions of Article 32.1 lnembove.

The introduction of an appeal in arbitration inxe8 any suspension of
effects regarding the object of the dispute. Onatier hand, the execution
by the Parties of their other obligations under ghesent Contract shall not
be suspended during the arbitration period.

In the event of difficulty in the executiohtbe present Contract, the Parties
shall mutually agree, in particular before any taaion and lacking out-of-
court settlement, to request from an expert tosafisem in the out-of-court
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treatment of their dispute. Said expert shall beoaged by mutual

agreement by the Parties or lacking agreementydinternational Expertise
Center of the International Chamber of Commercadoordance with the
technical expertise regulation thereof. The costsfaes of the expert shall
be equally shared by the Parties (or at the exgen$ethe Contractor
excluding PETROSEN until the startup of the comna¢roduction).

ARTICLE 33

APPLICABLE LAW AND STABILIZATION
OF THE CONDITIONS

The present Contract and the Oil Operationsetaken within the
framework of said Contract are governed by the lamd regulations of the
Republic of Senegal.

The Contractor shall be subject to the lame r@gulations of the Republic
of Senegal.

No provision may be applied to the Contrather purpose of which is to
directly or as a consequence thereof increase lheges and obligations
deriving from the systems mentioned in Chapter 7haf Oil Producers
Code, as these systems are defined by the legislatid the regulations in
effect as of the date the present Contract is digwéhout prior agreement
of the Parties.

ARTICLE 34

NOTIFICATIONS

All notifications or other communicationsatghg to the present Contract
shall be forwarded in writing and shall be constderas having been
submitted as soon as they have been carried orededi under stamped
recommended cover with acknowledgement of receifidravarded via telex
or fax (with confirmation of receipt) to the choicé domicile indicated
hereinbelow:

For the Republic of Senegal:

For the Contractor:
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The State and the Contractor can at any thenge their authorized
representative, or modify the election of above-tiweied domicile, on
condition of making it known with an advance notidd¢en (10) days.

ARTICLE 35

OTHER PROVISIONS

The Chapters included in the present Conaiegetinserted for purposes of
convenience and of reference and in no way detindimit or outline the
scope or the purpose of the Contract, nor any bite clauses.

Appendices 1 and 2 attached herewith arentagral part of the present
Contract.

The present Contract can only be modifiedwniting and by mutual
agreement by the Parties.

Any release of the State to the fulfillmehaa obligation of the Contractor
shall be made in writing and signed by the Ministed no release may be
considered as implicit if the Minister waives thgphcation of one of the
rights he is recognized as having by the presentr@ct.

The Entry into Effect Date shall be the d#téhe decree of approval of the
present Contract.

AS WITNESS OF WHICH, the Parties to the present Contract have
mutually agreed to sign said Contract in copies and to submit it
to the recording procedure at no cost.

Dakar, [date]
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For the Republic of Senegal
The Minister of Energy, Mines
and the Industry

The Prime Minister

For Approval

For the Contractor:

For

For PETROSEN
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APPENDIX 1

DELINEATION OF THE CONTRACT AREA
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APPENDIX 2

ACCOUNTING PROCEDURE

ARTICLE 1

GENERAL PROVISIONS

1.1. Object

The present Accounting Procedure shall be folloaed respected in the execution
of the Contract obligations to which it is attached

The object of the present Accounting Procedure isstablish the rules and methods
of accounting for the determination of the cost®l @axpenses incurred by the
Contractor and necessary, in accordance with thes raf the art in use in the

international oil industry, for Oil Operations (kerafter called "Oil Producer
Costs").

1.2. Accounts and allocations
The Contractor shall record separately in differantounts all transactions with
respect to Oil Operations and shall continuouslkgpkaccounts, books and records
distinguishing in particular:
- research expenses;
- evaluation expenses according to discovery;,
- if necessary, according to Exploitation Perimeter
. development and transport expenses of the ptiodyc
. current exploitation and transport expenses®frroduction;
. abandonment expenses;
- financial fees;

- general and administrative expenses.

The accounts, books and records of the Contrabtdl Ise kept following the rules of
the accounting schedule in effect in Senegal aagthctices and methods in use in
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the international oil industry.

In accordance with the provisions of Article 25f2lee Contract, the accounts, books
and records of the Contractor shall be kept in émeand denominated in Dollars.

All times it is necessary to convert into Dollale texpenses and receipts paid or
received in any other currency, they shall be etall based on the exchange rate
guoted on the exchange markets in Paris, accotditige modalities established by

mutual agreement.

All profit or loss resulting from the exchange ofirency at the time of the
transactions object of the present Contract steatidbited or credited to the account
of the Oil Producer Costs.

1.3. Interpretation

The definitions of the terms included in this Apden2 are the same as the
corresponding terms in the Contract.

In the event there is a conflict between the piows of this Accounting Procedure
and that of the Contract, this one shall prevail.

1.4. Modifications

The provisions of the Accounting Procedure can bdified by mutual agreement by
the Parties.

The Parties mutually agree that if one of the miavis of the Accounting Procedure
should be inequitable with regard to one Partyy tigall in good faith modify the
provision in question to even out any inequality.

ARTICLE 2

PRINCIPLES AND BASES FOR
ALLOCATION OF THE OIL PRODUCER COSTS

The Contractor shall keep a detailed account ofQhd’roducer Costs in which the
Oil Producer Costs supported for Oil Operationsl tmthe debit item of which the
following expenses and costs shall be passed:

2.1. Personnel expenses

All payments made or expenses incurred to covefixiee salaries of employees of
the Contractor and its Affiliated Companies dirgetsigned, either part-time or full-
time to the Oil Operations in the territory of tRepublic of Senegal, including the
legal and social charges and all additional chaogexpenses provided by individual
or collective agreements in accordance with theiadiration regulations of the
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Contractor.

2.2. Buildings

Construction, maintenance costs and attending egsancluding the leasing amount
paid for all offices, houses, warehouses, and mgk] including the residences and
recreation centers for employees and the costguipments, furnishings and fitting
necessary for the use of such buildings requiredtiie execution of the Oil
Operations.

2.3. Materials, equipment and leasing amounts

Costs of the equipment, materials, machines, asticfurnishings and facilities
bought or furnished for the needs of the Oil Operat as well as the leasing
amounts or compensations paid or incurred for geeaf all equipment and facilities
necessary to the Oil Operations, including equigrbeionging to the Contractor.

2.4. Transportation

Transportation of the employees, equipment, mdseaad supplies within Senegal,
as well as between Senegal and other countriesssaxy for the Oil Operations. The
transportation costs of the employees shall incthdemoving costs of the employees
and their families paid by the Contractor in acemwe with the policy established by
the latter.

2.5. Services rendered by the subcontractors

The costs for the provision of services renderedhe needs of the Oil Operations by
the subcontractors, consultants, expert advisovgetisas all costs related to services
rendered by the State or any other Senegaleserautho

2.6. Insurance policies and claims

Premiums paid for insurance policies that it isteogry to underwrite for the Oil

Operations needing to be implemented by the Cawirand all expenses incurred
and paid for settlement of all losses, claims camp@#on and other expenses,
including the legal services expenses not recovesedthe policy holder and the
expenses deriving from legal decisions.

If, after the approval of the Minister, no insurarmolicy has been undersigned for a

particular risk, all expenses incurred and paidhgyContractor for settlement of all
losses, claims, compensations, legal decision®#rat expenses.

2.7. Legal expenses
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All expenses related to the conduct, examinatiot thie settlement of disputes of
claims arising due to the Oil Operations, or thoseessary to protect or recover
goods acquired for the needs of the Oil Operatiotduding in particular legal fees,

court or investigation costs, and amounts paid by wf settlement or balance of
such disputes or claims. If such actions must Inelgcted by the legal department of
the Contractor, a reasonable compensation shalhdeded in the Oil Producer

Costs, which shall under no circumstances not ektlee cost of the provision of

such service normally practiced by a Third Party.

2.8.
2.8.1.

2.8.2.

2.9.

General and administrative expenses ("Gener&xpenses ")

The General Expenses in the Republic of gdneorrespond to the
retirement and personnel expenses of the Contrastoving the Oil
Operations in the Republic of Senegal of whichwiloek time is not directly
assigned to the latter and the maintenance andtipgrcosts of a general
and administrative office and the auxiliary offigegshe Republic of Senegal
necessary for the Oil Operations.

The Contractor shall add a reasonable amwumtay of General Expenses
abroad necessary for the implementation of the Ojerations and

supported by the Contractor and its Affiliated Camigs, said amount being
determined as a function of the annual amount ef@i Producer Costs
(excluding financial fees and General Expense#f)arfollowing manner:

a) for the range up to three million (3,000,000llBxs per year: three
percent (3%);

b) for the range between three million (3,000,0D0)lars and six million
(6,000,000) Dollars per year: two percent (2%):

c) for the range between six million (6,000,00!lBxs and ten million
(10,000,000) Dollars per year: one percent (1%);

d) for the range over ten million (10,000,000) l2d per year: zero point
five percent (0.5%).

Financial fees

The inerests and agios of capital placed by Third Padiethe disposal of
the Contractor to cover a fraction of the investtrearsts for development of
the Marketable Deposits and transport of their potidn to Senegal to the
Delivery Point corresponding to the fixed assatsso far as they do not
exceed the normal rates in use on the internatibnahcial markets for
similar-type loans; as well as, notwithstandingidet 8.2 of the General
Tax Code, the interests and agios used for asesciat the Affiliated
Companies by way of amounts that they place atdisposal of the
Contractor in addition to their capital share hiése amounts are assigned to
cover a reasonable co-payment of the developmessiment costs of the
Marketable Deposits and transport of their productio Senegal to the
Delivery Point corresponding to fixed assets anthéf interest rates do not
exceed the rates mentioned hereinabove. The debtsacted abroad shall
be previously declared to the Minister.
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2.10. Provisions for abandonment costs

Provisions for abandonment costs constituted inoraemce with the
provisions of Article 20.1 of the Contract.

2.11. Other expenses

2.12

2.13.

All expenses incurred by the Contractor and necgdeathe conducting of
the Oil Operations, other than the expenses covanedregulated by the
previous provisions in Article 2 of this Appendixahd other than expenses,
fees or losses not deductible for the determinatibthe profit subject to
taxation on corporations in accordance with the ge@nTax Code or not
capable of being allocated to the account of Qildacer Costs pursuant to
Article 2.12 hereinbelow.

Expenses that cannot be allocated to the Oirdelucer Costs
account

Expenses that are not directly necessary for th@eimentation of the Oil
Operations, and the expenses excluded by the ppovig the Contract or
the present Accounting Procedure as well as thelaggns in effect in the
Republic of Senegal, cannot be allocated to theP@bucer Costs account
and are therefore not recoverable.

In particular, these expenses include:
a) expenses relating to the period before theytmio Effect Date;

b) all expenses related to the operations camgdeyond the Delivery
Point, such as transport and marketing costs;

c) financial fees related to the financing of t@ Operations for
research, evaluation and exploitation and thosge®lto the financing
of the development costs and transport of the priolu to the
Delivery Point exceeding the Ilimits included in Bk 2.9
hereinabove.

On the other hand, the provisions deductible from riet profit by way of
taxation on corporations (excluding the provisidos abandonment costs
included in Article 2.10 hereinabove) cannot beadted to the Oil Producer
Costs account due the definition of the latter.

Elements defined as credit to the Oil Produc&€osts Account

In particular defined as credits to the Oil ProduCests to be recovered are
the following earnings and products:
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a) earnings from the marketing of the quantity gtikbcarbons of which
the Contractor has disposal, in accordance withclég 21.1 of the
Contract, by way of recovery of Oil Producer Costs;

b) all other earnings or products linked to the @iperations, in
particular those from:

- the sale of related substances:

- all services rendered to Third Parties usingf#odities assigned to
the Oil Operations, in particular treatment, trams@and storage of
products for Third Parties in these facilities;

- from the transfer of assets of the Contractod, the transfer of all or
part of the rights and obligations of the Contragorsuant to Article
29 of the Contract.

ARTICLE 3

PRINCIPLES OF ALLOCATION OF COSTS FROM THE
PROVISION OF SERVICES, MATERIALS AND EQUIPMENT
USED IN THE OIL OPERATIONS

3.1. Technical Services

A reasonable rate shall be applied for technicalises rendered by the Contractor or
by its Affiliated Companies to the profit of the |@perations executed within the

framework of the present Contract, such as gasgmneatbore sample analyses, and
any other test and analysis, on condition that satds do not exceed those normally
practiced within the case of similar serviced pded by service companies and
independent laboratories.

3.2. Purchase of materials and equipment

The materials and equipment purchases that aressageto the Oil Operations shall
be allocated to the Oil Producer Costs accounh¢o«dNet Cost» supported by the
Contractor.

The "Net Cost" shall include the purchase pricedgdéon of any discounts and
rebates obtained) and the elements such as expomnissions or unloading and
licensing fees and charges related to the suppiyadérials and equipment, as well as
any losses in transit which are not recovered byrance.

3.3. Use of equipment and facilities belonging tdvé Contractor



50

The equipment and facilities belonging to the Cactor and used for the Oil

Operations shall be allocated to the Oil Producest€ account at a leasing rated
intended to cover maintenance, amortization andnieessary services to the Oil
Operations, on condition that such costs do noeeddhose normally practiced in
the Republic of Senegal for similar services.

3.4. Evaluation of transferred materials

All materials transferred from warehouses of thent@actor or its Affiliated

Companies, or by any of the entities composing Goatractor or their Affiliated

Companies, shall be evaluated as follows:

a) New materials
New materials (condition "A") represents new matsrwhich have never
been used: one hundred percent (100%) of the Neit d&fined hereinabove
in Article 3.2.

b) Materials in good condition
Materials in good condition (condition "B") repesds materials in good
service condition still usable in their primary tieation without repair:
seventy-five percent (75%) of the Net Cost of tleevmmaterials as defined
in paragraph a).

C) Other used materials
Other used materials (condition "C") representsens still usable in their
primary destination, but only after repairs andrbael: fifty percent (50%)
of the Net Cost of the new materials defined irageaph a).

d) Materials in bad condition
Materials in bad condition (condition "D") represe materials which are no
longer usable in their primary destination but dtier services: twenty-five
percent (25%) of the Net Cost of the new matedafned in paragraph a).

e) Scrap and rejects

Scrap and rejects (condition "E") represents naterbeyond use and
irreparable: current price for scrap.

f) Evaluation

The Parties may replace the rates mentioned iagpgphs b) through e)
hereinabove with evaluations made in conjunctiothieyr representatives.

3.5. Prices of materials and equipment transferredby the
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Contractor

a) Materials equipment and consumable matter bohghhe entirety of the
entities composing the Contractor or shared ambegtin kind, shall be
evaluated according to the principles defined itiche 3.4 hereinabove.

b) Materials and equipment bought by any of thetieat composing the
Contractor or by Third Parties shall be evaluatetihe sales price received,
which under no circumstances shall be less thanptime determined
according to the principles defined in Article Bdreinabove.

C) The corresponding amounts shall be creditedlt®®@ducer Costs.

ARTICLE 4

AMORTIZATION OF FIXED ASSETS
AND RESEARCH EXPENSES

4.1. Fixed Assets

For the purposes of recovery of the Oil Producest€stipulated in Article 21.1 of
the Contract and for the determination of the arable profit of the Contractor, the
Oil Producer Costs relating to the fixed assetslemented by the Contractor and
necessary to the Oil Operations shall be amori@edrding to a linear amortization
system.

The minimum period for amortization shall be fi\® Civil Years (of ten (10) Civil
Years with respect to the production transportafized assets) starting from the
Civil Year during which the fixed assets are catraut, or starting from the Civil
Year during which said fixed assets are placedommal service if this latter Civil
Year is later. The date of placement into normatise begins at the earliest year of
regular production obtained starting from the fixadets in question.

4.2. Research Expenses

The Oil Producer Costs, with the exception of tlustS related to fixed assets, shall
be recoverable and deductible starting in their péamplementation or according to

the choice of the Contractor at an annual ratevairéization chosen by the latter and
applicable according to the system of linear arnatitn.

In particular, for the purposes of the recoveryhaf Oil Producer Costs provided in
Article 21.1 of the Contract and for the determimatof the net taxable profit of the
Contractor, research expenses for Hydrocarbonsredtiy the Contractor including
in particular geological and geophysical expensed the exploration drilling
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expenses (except the productive exploration dglempenses, which must be locked
up), shall be considered as being recoverable adddiible charges in their entirety
starting in their year of implementation or mayameortized according to a system of
amortization chosen by the Contractor.

A particular treatment of research expensesincurred in
Senegal outside the Contract Area may be provided.

ARTICLE 5

DETERMINATION OF PRODUCTION SHARING ACCORDING
TO THE "R" RELATIONSHIP

For the purposes of determining the "R" relatiopshised to determine the
production sharing, it is understood by:

5.1. Net Accumulated Earnings

The amount of profits of the Contractor after pagtnef the tax on corporations,

determined since the Entry into Effect Date uttd £nd of the Civil Year which has

just lapsed and equal to the amount of the saldseo€ontractor obtained pursuant to
Articles 21.1 and 21.3 of the Contract, minus theant of the Oil Producer Costs
corresponding to only current operating expensdstamse of production transport to
the Delivery Point (which do not include in parfeu the development and

production transport costs corresponding to fixesets and financial fees).

5.2. Accumulated investments

The amount of the research costs, evaluation ergem®d development and
production transport costs to the Delivery Pointesponding to fixed assets (which
do not include in particular financial charges, reat operating expenses and
production transport costs, abandonment expensks&aneral Expenses), allocated
to the Oil Producer Costs account in accordanck aticle 1.2 of the Accounting
Procedure, determined since the Entry into Effeatieluntil the end of the Civil Year
recently lapsed, with no deduction with regardn® amortizations which could have
been practiced by the Contractor.
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ARTICLE 6

INVENTORIES

6.1. Frequency

The Contractor shall keep a permanent and coshiome of all the goods used for
the Oil Operations and shall conduct at reasoniégvals at least once per year,
physical inventories as required by the Parties.

6.2. Notification

A written notification with the intention of condiieg a physical inventory shall be
forwarded by the Contractor at least sixty (60) dagfore the beginning of said
inventory, so that the Minister and the entitiesnposing the Contractor can be
represented at their expense during this inventory.

6.3. Information

In the event the Minister or an entity composing @ontractor is not represented
during an inventory, such Party or Parties shalirdeed by the inventory established
by the Contractor which shall then supply such ypant Parties a copy of said
inventory.

7 FINANCIAL AND ACCOUNTING STATEMENTS

The Contractor shall supply to the Ministry all oefs, returns and statements
provided by the provisions of the Contract and thgulations in effect and in
particular the following financial and accountirtgtements:

7.1 Oil cost recovery report
A quarterly report shall be submitted no later tbae (1) month after the end of each
Civil Year quarter. It shall show the following etents of the Oil Producer Costs

accounts:

a) the amount of the Oil Producer Costs remaitingecover at the beginning
of the quarter;

b) the amount of the Oil Producer Costs relatethéoquarter in question and
recoverable according to the provisions of the Gt

C) the quantity and the value of the productiofgéirocarbons paid out during
the quarter by the Contractor with regard to tle®very of Oil Producer Costs;
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d) the amount of the earnings or products credi@duant to Article 2.13 b)
hereinabove during the quarter;

e) the amount of the Oil Producer Costs remaironget recovered at the end of
the quarter.

In addition, an annual recovery report of Oil ProgluCosts shall be submitted before
the end of the month of February of each Civil Year

7.2 Production Report

After the beginning of production, this monthly oepshall be submitted no later
than fifteen (15) days after the end of each month.

It shall show, for each month, the detail of theduction of each Marketable Deposit
and in particular the quantities of Hydrocarbons:

a) in stock at the beginning of the month;
b) removed during the month;
C) lost and used for the needs of the Oil Operation

d) in stock at the end of the month.



