M ODEL PETROLEUM AGREEMENT, SEPTEM BER 1998

PREAMBLE

WHEREAS 4l rights in relation to the exploration for, the production and disposd of,
and the control over, Petroleumin or upon any Land in Nambia vest in the State;

AND WHEREAS the Petroleum (Bloration and Production) Act, 1991, provides for
the exploration for, and the production and disposa of, Petroleum under a licence issued
in tems of that Act;

AND WHEREAS ABC Conpany Ltd. has applied for an Bxloration Licence and
intends, in the event of a Discovery of Petroleum of a commrercia interest mede by it, to
apply for a Production Licence and to cary on Production Operations and to sel or
otherwise dispose of Petroleum recovered,

AND WHEREAS the Minister of Mines and Energy is enpowered to grant and issue
Bxploration Licences and Production Licences, subject to such tems and conditions as
mey, in addition to the tems and conditions set out in section 14 of the sad Act, be
agreed upon in termrs of section 13 thereof;

AND WHEREAS the Minister is prepared to grant such gpplication on certain terms and
conditions;

NOW THEREFORE it is hereby agreed a WINDHOEK on this ... day of
....................... 19.... between:

THE GOVERNMENT OF NAMIBIA ("CGovernment")
(Herein represented by its Minister of Mines and Energy)

-and-
ABC COMPANY ("ABC")LTD

THAT the Minister of Mines and Energy shall cause-

@ an Boloration Licence to be issued in accordance with the provisions of section
A of the said Petroleum (Bqloration and Production) Act, 1991, to ABC upon
signature of this Agreement and deivery by the sad ABC to the Minister of
Mines and Energy of the Bank guarantee and the performance guarantee referred

to in clauses 4 and 30 of the Agreement; and

(b) in the event that a Discovery of a commercid interest is mede in the area in
respect of which such Bqloration Licence has been issued and a Petroleum FHeld



is declared under section 42 of the said Petroleum (Bloration and Production)
Act, 1991, pursuant to such Discovery, upon an application mede in tems of
section 46 of that Act a Production Licence to be issued in accordance with the
provisions of section 47(1)(a) of that Act to the said ABC.

THAT the aforesaid Bxloration Licence and, when issued, Production Licence shal, in
addition to the terms and conditions contained in the said Petroleum (B¢ploration and
Production) Act, 1991, and the Petroleum (Taxation) Act, 1991, be subject to the terms
and conditions set out in the Schedule hereto.

IN WITNESS whereof this Agreement has been duly signed a WINDHOEK on this
........... day of ... 19.. by and between the GOVERNMENT OF THE
REPUBLIC OF NAMIBIA, as represented DY .....cccocoevvnerenseninineenes the Minister of
Mines ad BEregy, ad the ABC COMPANY a represented by
............................................................... , duly authorized by the board of directors of the
ABC COM PANY in terms of aresolution passed on the. .......... day Of ..o 19....

MINISTER OF MINES AND ENERGY
(On behalf of the Government of Nanibia)
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Definitions
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Clause 1

In this Agreement, unless the context indicates otherwise:

@

(b)

(©

(d)

(€)
(f)
()

(h)

()

()
(k)

"Affiliate’, in reation to the Conpany, means any conmpany holding
directly or indirectly a mgjority of shares in the Conpany or any company
which is controlled directly or indirectly by such first-mentioned
conpany;

"Appraisd Wel' means any Well drilled after a Discovery of Petroleum
has been mede in the Licence Area for purposes of determining the
guantity of Petroleum in the Petroleum Reservoir to which such Discovery
relates;

"Associated Natural Gas" means Naturd Gas produced from any Well in
the Licence Area from which Crude Ol is predominantly produced and
which is separated from Crude Oil in accordance with Good Oilfield
Practices, including the free gas cap, but shdl eclude any liquid
hydrocarbons extracted fromsuch gas;

"Bard" means 42 United Sates gdlons liquid measure, corrected to a
temperature of 60 degrees Fahrenheit;

"Block" means a Block, as defined in section 1(1) of the Petroleum Act;
"Cdendar Month" means any of the 12 nonths of the Cdendar Yesr;

"Cdendar Year" means a period of a year commencing on the first day of
Januay in every yesr,

"Commissione™ means the Commissioner defined in section 1(1) of the
Petroleum Act;

"Company” means the Conmpany which is a Paty or, in the case of a joint
venture, the Conpanies which are paties to this Agreement, and includes
any other conpany to which the Conpany has assigned its interest or any
part thereof in relation to its Bxploration Licence or in its Production
Licence;

"Cormpanies Act”" means the Conpanies Act, 1973 (Act No. 61 of 1973);

"Qude Q' means any Petroleum which is in a liquid state a the wel-
head or gas-oil separator or which is extracted from Natural Gas in a plant,
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including distillate and condensate, and which has been produced from the
Licence Area; provided however, that in clause 24 and where the context
so admits, in clause 15, a reference to crude oil does not necessarily imply
that it has been produced fromthe Licence Areg;

"Crude Ol Produced and Saved” means Cude Oil produced by the
Conpany under a Production Licence, but shal not include any such
Qude Qil which has been unavoidably lost or lanfully used in connection
with operations for the recovery of Petroleunm

"Qystdline Basement”, for purposes of clause 4, means any igneous or
metamorphic rock excluding sills, dykes and simlar subsurface intrusions
or any stralum in and below which the geologica structure or physica
characteristics of the rock sequence do not have the properties necessary
for the accumulation of Petroleum in commercia quantities and which
reflects the mexmum depth a which any such accunulation can be
reasonably expected;

“Decommissioning Fan” means the package of measures proposed by the
Conpany pursuant to s.46(2)(viA) of the Petroleum Act to be taken after
cessation of production operations to remove or otherwise ded with al
instalations, equipment, pipelines and other facilities, whether on shore or
off shore, erected or used for purposes of such operations and to
rehabilitate land disturbed by way of such operations, reviewed pursuant
to s68 A(1) and either approved or revised by the Minister pursuant to
S.68A (2) or 68A (3) of the PetroleumAct.

"Development Operations” means Development Operations, as defined in
section 1 of the Taxation Act;

"Development Flan” means the proposed programme of production and of
processing of Petroleum submitted in ters of section 46(2) of the
PetroleumAct;

"Discovery" means a Discovery as defined in section 1 of the Petroleum
Act;

“Environmenta Damege” includes any damege or injury to, or destruction
of, soil or water or any plant or animdl life, whether in the sea or in any
other water or on, in or under Land;

"Byloration Ared' means an Bxploration Area as defined in section 1(1)
of the Petroleum Act;

"Byploration Licence' means an Bqloration Licence as defined in section
1(2) of the Petroleum Act;
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"Byploration Operations” means Bqloration Operations as defined in
section 1(2) of the Petroleum Act;

"Bloration Period” means the Initid Bqloration Period, the HFrst
Renewal Bploration Period or the Second Renewa Bxqploration Period;

"Byploration Wdl' means a Wedl drlled in the course of Bxqloration
Operetions, but shal not include an Appraisa Well;

"Hrst Renewd Bloration Period" nmeans the period for which the
Bxloration Licence issued to the Conpany has been renewed for the first
time under section 34 of the Petroleum Act;

"Good Qilfidd Practices” has the meaning assigned to it in section 1(i) of
the Petroleum Act;

"Inmovable Asset” means propeity which can be touched but which
cannot be noved, and includes buildings, fidures or inprovements in or
over Land and the right of occupation thereof;

"Inflation Factor® means the figure, exoressed to the fourth place of
decimdls, obtained by dividing the Price Index as reported for the first
time in the nonthly publication "Intemationd Hnancid Statistics” of the
Internationd  Monetaay Fund in  the section "Pices, Production,
Enployment” for the nonth in which this Agreement has been signed by
the Price Index first so reported for the month in which the expenditure in
guestion has been so incurred or, for purposes of clause 224, the nonth
for which the annud adjustment is to be mede;

"Initial Bxploration Period" means the period commrencing on the date of
signature of this Agreement and ending on a date not later than four years
as from such first mentioned date or such shorter period as mey be
determined in clause 3;

"Land" means Land as defined in section 1 (1) of the Petroleum Act;

"Licence Ared' means a Licence Area as defined in section 1 of the
Taxetion Act to which the licence of the Conpany relates and which is
described in Annexure 1 and shown on the mep contained in Annexure 2,

"Minister” means the Minister as defined in section 1(1) of the Petroleum
Act;

"Natural Gas" means Natural Gas, whether Associated or Non Associated,
and dl its constituent eements produced from any Well in the Licence
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Areaand dl non hydrocarbon substances therein;

"Natura Gas Produced and Saved" means Natura Gas produced by the
Conpany under a Production Licence, but shal not include any such
Naturd Gas which has been unavoidably lost or lanfully used in
connection with operations for the recovery of Petroleuny

"Non Associated Naturd Gas" means Naturd Gos other than Associated
Natural Gas;

"Party" means the Government or the Conpany, as the case may be;

"Petroleun’” means Petroleum as defined in section 1(1) of the Petroleum
Act;

"Petroleum Act" means the Petroleum (Bgloration and Production) Act,
1991,

"Petroleum Datd' has the meaning assigned to it clause 203 of this
Aqgreament;

"Petroleum Held" means a Petroleum Held as defined in section 1(1) of
the Petroleum Act;

"Petroleum Operations” means Bxploration Operations and Production
Operations carried out in or in connection with a Licence Areg;

"Petroleum Produced and Saved" nmeans Crude Ol and Natural Gas
Produced and Saved.

"Petroleum Reservoir' means a  Petroleum Reservoir as defined in section
1(1) of the PetroleumAct;

"Pice IndeX’ nmeans the vaue of the United Sates Industrid Goods
Producer Price Index reported for the first time for the year or, for
purposes of clauses 47 and 225, the nonth in question in the monthly
publication of the Intemnationd Monetay Fund known as the
"Intemational Hnancid Satistics” in the section titled "Prices, Production,

Eployment”;

"Production Ared' means a Production Area as defined in section 1(1) of
the Petroleum Act;

"Production Licence' means a Production Licence as defined in section
1(1) of the PetroleumAct;
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"Production Operations” neans Production Operations as defined in
section 1(1) of the PetroleumAct;

"Quarter” means a peiod of three consecutive Cadendar Months
commrencing on the first day of January, April, July or October of each
Calendar Year;

"Second Renewa Bxqploration Period" means the period for which the
Exploration Licence issued to the Company has been renewed for the
second time under section 34 of the Petroleum Act;

"Ste Restoration" means dl activities required to retum a site to its
natural state or to render a site conpatible with its intended after use after
cessation of Petroleum Operations in relation thereto, and shal include
remova of equipment, offshore and onshore structures and debris,
establishment of compatible contours and drainage, replacement of top
sail, re-vegetation, slope stabilization or infilling of excavations,

"Taxation Act" means the Petroleum (Taxation) Act, 1991;

“Trust Fund” means the trust fund referred to in s.63(B) of the Petroleum
Act.

"Wedl" means aWell as defined in section 1(1) of the Petroleum Act.

For the purposes of the definition of " Affiliate’-

@

(b)

a Conpany is directly controlled by any other company or companies if
such conpany or conpanies hold shares in such first-mentioned Conmpany
carying in the aggregate the mgority of votes exercisable a the
Conpany's genera meetings;

a particular Conpany is indirectly controlled by a company or conmpanies
(hereinafter referred to as the parent conpany or conpanies) if a series of
conpanies can be specified, beginning with the parent conpany, so related
that each company of the series, except the parent conmpany or conpanies,
is directly controlled by one or more of the conpanies earlier in the series.

The headings to the respective clauses of this Agreement are used merely for
convenience and shal not form part of this Agreement.

Unless the contrary intention appears, words inmporting the mesculine gender
include femeles and words in the singular nunmber include the plurd, and words in
the plural nunber include the singular.



Clause 2
Address and other particulars of Company
21  The Company is duly registered and incorporated as a company in accordance
with the provisions of the Conpanies Act in respect of which incorporation a
certificate of incorporation No. ............. dated .......ccccueenee. has been issued.
(In the case of a joint venture, amend clause to include relevant particulars
of each participating cormpany)
2.2 The share capital of the Conmpany is.............. .

(In the case of a joint venture, amend clause to include relevant paticulars
of each participating cormpany)

2.3  Theregistered address of the Conmpany is ............... .

(In the case of a joint venture, amend clause to include relevant particulars
of each participating conmpany)

24  The Conpany hereby declares that the following persons are the beneficid
owners of more than five per cent of the shares issued by it:-

Full Names: Percentage held:
1o 1o
20 e 2 e

(In the case of a joint venture, amend clause to include rdevant paticulars
of each paticipating conpany and add percentage of participating interest
of each corpany in such joint venture)

Clause 3
Duration of Exploration Licence
3.1  Subject to the provisions of the Petroleum Act, the Bxploration Licence granted to

the Company shall be for an initial period of ... (period not exceeding
four years to be inseted) commrencing from the date of signature of this



3.2

Agreement by all the parties thereto.

Subject to the provisions of the Petroleum Act, the Bqloration Licence referred
to in clause 31 may be renewed for such further period, not exceeding two years,
as may be determined by the Minister at the time of the renewa of such licence as
from the date on which such licence would have expired if an application for its
renewval had not been mede or on the date on which the gpplication for such
renewa is granted, whichever date is the later date: Provided that such licence
shall not be renewed on nmore than two occasions.

Clause 4

M inimum exploration work programme

4.1

Subject to clause 4.6, the Company shall, during each of the periods referred to in
paragraphs (a), (b) and (c) below into which its exploration work programme is
divided for purposes of this Agreement, cary out the work specified in such
paragraphs, and shal spend not less than the anmounts so specified in relation to
such work.
(@ Initial Exploration Period
(i) Minimum exploration work
(To be specified in detalil)
(i) Minimum exploration expenditure
The amount to be specified here should:
(@) reflect the mninum anount to be spent in conpleting the
minimum exploration work in (i) above but excluding the cost

of residentid and office accommodation, annua charges

payable under clause 131(b) and the annua sum to be spent
pursuant to clause 22.3;

(b) be an ampunt eqpressed in constant price terms at price levels
pertaining on the date of signature.

(b) First Renewal Exploration Period
() Minimum exploration work

(To be specified in detail)



4.2

4.3

4.4

4.5

4.6

(i) Minimum exploration expenditure
(To be specified as in (a)(ii) above)
© Second Renewal Exploration Period
() Minimum exploration work
(To be specified in detail)
(i) Minimum exploration expenditure
(To be specified as in (a)(ii) above)

The mnimum exloration ependiture refered to in clause 41 for each
BExploration Period shal not have been satisfied unless the tota actua expenditure
attributable to the work specified in clause 4.1 for the relevant period equas or
exceeds the sums mentioned in the said clause 4.1, provided that for this purpose
al such actual attributable expenditures shal be adjusted for inflation,
conmencing from the Cdendar Month in which this Agreement is signed by
nultiplying each such expenditures by the Inflation Factor.

If the Price Index ceases to be published, the Price Index contenplated in clause
42 shal for the purposes of this Agreement be such price index as maey be
determined by mutua agreement between the Parties to this Agreement.

Any ependiture incurred by the Conmpany in respect of an appraisa progranme
referred to in clause 8 of this Agreement shall not be regarded to be expenditure
incurred for purposes of clause 4.1

If the Company has during any period referred to in clause 4.1 spent nore than
the amount specified therein in respect of the period in question, the amount so
overspent may, subject to adjustment in terms of clause 4.2, be carried over and
credited against the minimum anount so specified in respect of the next ensuing
period: Provided that this subclause shdl not be construed as detracting or
modifying any obligation of the Conpany to drill Exploration Wells or to conduct
sasimic surveys in tens of this clause.

No Bgloration Well drilled by the Conpany shal be regarded as discharging the
Conypany fromits obligation to drill such Well, unless

@ such Wdl has been drilled to a depth or stratigraphic level specified in
clause 4.1; or

(b) such Wdl has been dilled to such depth as nmey be necessay for
evauation of the geologicd fometion established by the availlable



4.7

4.8

©

(d)

geophysicd data as the deepest objective in the feature chosen for drilling;
or

before reaching the depth referred to in subparagraphs (@) and (b), the
Qystdline Basement is encountered; or

before reaching such Quystaline Basement, insurmountable technica
problems are encountered which will meke further drilling impractical,
provided that if the sad Well is aandoned owing to the said problems
before reaching the said Basement, the Company shdl drill a substitute
Bxploration Well in the Licence Areato the depth aforesaid.

The Conpany shdl on the date on which this Agreement is signed and on the first
day on which the Frst Renewa Bqloration Period and the Second Renewa
Bgploration Period commence provide, in a form substantidly simlar to the form
set out in Annexure 3, a bank guarantee in respect of the mninum expenditure
referred to in clause 4.1 in respect of the Bxploration Period in question.

@

(b)

The amount of any such bank guarantee shal be reduced a the end of
every Quarter by an amount equd to the actua eqenditure incurred by
the Company during such Quater in discharge of its obligations under
clause 4.1.

If a the end of the Initid Bxploration Period, the Hrst Renewal
Bqloration Period or Second Renewal Bdloration Period, as the case
mey be, the expenditure incurred by the Conpany during any such period,
as adjusted in accordance with clause 4.2, and with due regard to any
amount carried over in tems of clause 45 does not equa or exceed the
minimum expenditure referred to in clause 4.1 for such period, the sad
bank guarantee shdl be invoked for purposes of paynment to the Minister
of the full anount of the shortfdl, as adjusted by multiplying such
shortfal by a figure, exoressed to the fourth place of decinds, obtained by
dividing the Price Index as reported for the first time in the nonthly
publication “Intemationa Hnancid Satistics® of the Intemnationa
Monetay Fund in the section "Pices, Production, Erployment”, for the
Cdendar Month immediately preceding the day of receipt of written
demend for payment of such shortfall, by such Price Index as so reported
for the Cdendar Month in which this Agreement has been signed.

The Company shal submit to the Commissioner annually a work programme and
a budget reviewed in accordance with the tems of clause 54 setting forth the
work to be caried out and showing an estimete of the amounts to be spent
thereon.



Clause 5

Technical Advisory Committee

5.1

5.2

5.3

5.4

The Minister and the Conpany shdl as soon as possible after the date on which
this Agreament is signed establish a committee to be known as the Technica
Advisory Committee which shall consist of-

@ achairman and three other persons gppointed by the Minister; and
(b) four other persons appointed by the Conpany.

The Minister and the Conpany nmey, with due regard to the terms of clause 5.1,
appoint by notice in writing, whether by telex telefax or otherwise, any person to
act in the place of any menber of the Technicd Advisory Committee during his
absence or incapacity to act as a menber of the Committee.

When an dtemate menber acts in the place of any member he/she shdl have the
powers and performthe duties of such member.

Without prejudice to the rights and obligations of the Conpany in relation to the
menagement of its operations the functions of the Technica Advisory Committee
shdl be-

@ to oversee and nonitor adl  Petroleum Operations carried out by the
Corrpany;

(b) to review any proposed exploration work programme and budgets to be
submtted by the Conpany to the Commissioner in terms of clauses 4.8
and 6 and to nonitor the inplementation of any appraisa programmes
submitted by the Cormpany to the Minister in tems of clause 8;

(© to review and recommend to the Commissioner for approval, a any date
after the date on which gpplication is mede by the Conpany for a
Production Licence in respect of any part of the Licence Area and for as
long as Petroleum is produced in such area, any proposed exploration
work programme and budgets and any proposed amendment thereof to be
submitted to the Commissioner in ters of clauses 48 and 6;

(d) to review any appraisal programmes submitted by the Conpany to the
Minister in tems of clause 8 and any Development Plan which the
Conpany proposes to submit in connection with an application for a
Production Licencein ters of clause 9,

(e to ensure that the accounting of expenditure and the mantenance of
operating records and reports kept in connection with the  Petroleum



5.5

5.6

5.7

5.8

5.9

Operations are mede in accordance with this Agreement and the
accounting principles and procedures generdly accepted in  the
intemational petroleumindustry.

All meetings of the Technicd Advisory Conmittee shal be held a such places,
whether within or, with the prior approva in witing of the Minister, outside
Namibia, and a such times, but not less than one meeting during each hdf of the
Cdendar Year during the term of the BExploration Licence and thereafter not less
than one meeting during each Quarter, as mey be determined unaninmously by its
menbers.

Fve members of the Technicd Advisory Conmittee shal form a quorum for a
mesting of the Committee.

The Minister and the Conmpany shal have the right to cdl any epet to any
meeting of the Technicd Advisory Committee to advise the Committee on any
metter of atechnica nature requiring expert advice.

A unanimous vote of dl the menbes of the Technicd Advisory Committee
present at a meeting thereof on any metter requiring a decision of the Committee
as set out in clause 54 shal be a decision of the Committee and shall be binding
upon the Parties to this Agreement.

If a decision cannot be taken as contenplated in clause 5.8

@ in the case of a proposa of the Conpany in relation to a metter referred to
in paragraph (&), (b) or (d) of clause 54, the proposd of the Company
shal prevail, provided

() tha such proposd is not inconsistent with any tem of this
Agreament; and

(i) that, in the case of the review of a Development HFan, such
proposa contains the particulars contemplated in section 46(2)(e)
to (k) of the Petroleum Act;

(b) in the case of any dispute in respect of a metter contenplated in paragraph
() of clause 54, such dispute between the Minister and the Conpany
shall be referred, within 90 days as from the date of the meeting on which
no decision could have so been taken, to a sole exet appointed in
accordance with the ternms of clause 29.6.

Clause 6

Work programme and budget



6.1

6.2

6.3

6.4

During the currency of an Bxqloration Licence the Conpany shall prepare and
submit in each Cdendar Year, not less than three nonths prior to the last day of
each Cadendar Year to the Commissioner a work programme and budget referred
to in paagraph (b) or (c) of clause 54 for review or for review and
reconmendation by the Technical Advisory Committee in accordance with the
tems of those paragraphs, setting forth the Bxploration Operations which the
Conpany proposes to cary out during the period of 12 months immediately
following such last day and the estimeted cost thereof.

Any work programme and budget submtted for review or review and
recommendation by the Technical Advisory Committee to the Comissioner in
terms of clause 61 and any revision or amendment thereof shal be consistent
with the requirements set out in clause 4 reating to the minimum exploration
work and minimum exploration expenditure for any of the periods so set out
within which the work programme and budget will fall.

The Company mey by notice in witing to the Minister amend any work
progranmme or budget submitted to the Technical Advisory Committee, provided
that the work programmme or budget is not required to be submitted to that
Committee for review and reconmendation to the Commissioner under the terms
of paragraph (c) of clause 54 and such amendment is consistent with the
Company's obligations under clause 4.

A notice refared to in clause 6.3 shall state the reasons for which the amendment
IS necessary or desirable.

Clause 7

Relinguishment

7.1

Subject to the provisions of the Petroleum Act, the Conpany shdl by notice in
writing addressed and delivered to the Conmissioner relinquish-

@ not later than 30 days before the end of the fourth year of the currency of
the BExploration Licence, at least 50 per cent of the BExploration Area as
described in Annexure 1 to which such licence relates and identified in
such notice;

(b) not later than 30 days before the end of the sixh year of such currency, a
least a further 25 per cent of such Bxloration Area as described in
Annexure 1 and so identified,

whereupon any part of the Bxploration Area so identified shall cease to be part of
such Bxloration Area as from a date 90 days dfter the date of such notice:
Provided that-



7.2

7.3

()

(i)

(i)

iv)

if such licence is canceled in tems of section 193) of the
Petroleum Act in relation to any area of Land in any Calendar Year
of the currency of such licence, such area of Land shal be deemed
to have been rdinquished for the purposes of the detemination of
the relinquishment next required to be mede by the Conpany
under paragraph (a) or (b);

any area of Land relinquished under clause 7.2, shal be deemed to
have been rdinquished for the purposes of the determination of the
relinquishment next required to be mede by the Company under

paragraph (&) or (b);

the Company shdl relinquish such Land in such a manner so as to
ensure that the Bloration Area is, after such relinquishment, a
single area consisting, in so far as it is possible, of rectangular
blocks bounded by lines running ether due North and South or due
East and West and having sides, each of a least 30 seconds of
longitude or latitude, as the case may be;

the Conpany shdl not be required to relinquish any Land in the
Boploration Area which is subject to an gpplication for a
Production Licence or situated within a Petroleum Feld or subject
to an application for the declaration of a Petroleum Feld.

The Conpany mey, subject to the tems of sub-paragraph (i) of the proviso to
clause 7.1, by notice in writing addressed and deivered to the Commissioner
relinquish any area of Land to which its Bxqloration Licence relates from a date
not less than six nonths from the date on which such notice was ddivered to the

Commissioner.

Any relinquishment in temms of clause 7.2 shal be without prgudice to any
obligation incurred by the Conpany in respect of the area relinquished prior to the
date of relinquishment and such relinquishment shdl not affect the obligations of
the Company under clause 4.

Clause 8

Discovery and development of Petroleum

8.1

When a Discovery is mede in an BExploration Area, the Company shall

@ forthwith inform the Commissioner by notice in writing of the fact that
such Discovery has been mede;

(b) forthwith cause tests to be mede in connection with such Discovery in



8.2

8.3

8.4

8.5

order to determine the commercid interest of such Discovery;

(© within a period of 60 days after such notice, fumish the Commissioner in
writing with particulars of the steps which it proposes to teke to satisfy the
requirements of paragraph (e) of this clause;

(d) within a period of 60 days after such notice, fumish the Commissioner in
writing with paticulars relating to the Block or Blocks where such
Discovery has been mede, the nature of such Discovery and such other
particulars as the Conmissioner may require;

(e within a period of 60 days after having conpleted such tests, fumish the
Commissioner with a report containing an evaluated result of such tests
and an evduation of the potential commercid interest of such Discovery.

If the report refered to in paragraph (€) of clause 81 indicates that in the
Conpany's judgment, utilizng Good Oilfield Practices, a Discovery maey be of
commercid interest, the holder of the licence in question

@ shal within 90 days of the delivery of such report address and deliver to
the Commissioner an agppraisa programme which is conmensurate with
the sizz and nature of the Discovery for the Commissioner's approval
which shall include particulars relating to the drilling of Appraisa Wells;

(b) shal upon agpprova or deemed approva forthwith take all such steps as
mey be reasonable in the circunstances in order to gppraise the Discovery
and determine the quantity of Petroleum to which the Discovery relates in
so far as it occurs within the Bqploration Areg;

(© mey apply, pursuant to section 42 of the Petroleum Act, for the declaration
of a Petroleum Feld over the relevant areg;

The Commissioner shdl by notice in wiiting addressed and ddivered to the
Conpany within 30 days of delivery of the appraisa programme indicate whether
or not he approves thereof.

Where the appraisal progranme is not approved by the Commissioner, the
Technica Advisory Committee shall, within a period of 30 days from the date on
which the notice referred to in clause 8.3 was delivered to the Conpany, meet to
discuss and agree on revisions to the appraisa prograne.

If the members of the Technicd Advisory Committee are unable to agree on
revisions to the appraisal programme, the provisions of clause 59 shal apply
mutatis mutandis, enabling the Company to proceed with the implementation of
its apprasd programme, with such revisions, if any, as it deens fit. The
Conpany's appraisa programme shall be deemed to have been approved by the



8.6

8.7

8.8

8.9

8.10

Conmissioner on the date on which the Commissioner receives notification from
the Technica Advisory Committee on the outcome of its ddliberations.

The Conpany shall, within two years from the date on which the Conmrissioner
aoproved of the appraisa programme or such longer period as the Commissioner
on good cause shown mey dlow, address and deliver to the Commissioner-

@ a full report containing paticulars of the results of the apprasd
programme, including particulars relating to

(i) the location and depth of Petroleum or hydrocarbon bearing
structures;

(i) the conposition of Petroleum or hydrocarbons;
(i) theestimeted recoverable reserves of Petroleum or hydrocarbons;

(iv) the estimated daly production potentid of Petroleum or
hydrocarbons;

(b) a prelimnary estimete of the cost of Development Operations and
Production Operations reating to the Discovery, including the cost of
transportation of Petroleum or hydrocarbons, based upon an outline design
for the development of the Discovery.

The Conpany shdl, in so far as it is able to do so from results obtained from an
gppraisa programme, within 13 months after the date on which the Commissioner
goproved of such prograne, issue an interim report contaning the particulars
and prelimnary estimetes contenplated in clause 8.6.

The Conmissioner may, at any time after delivery of the report and estimetes
referred to in clause 86, request the Company to supply such further particulars
relating to such report as he deers necessay and the Conrpany shall conply in
writing with such request within 30 days from the date of deivery of such
request.

The Commissioner and the Conpany shall, within three months of the delivery of
the report and estimetes referred to in clause 86 or such longer period as the
Commissioner on good cause shown may dlow, discuss the report and estimetes
to determine whether the Discovery is of conmercia interest.

If the Conpany decides that the Discovery is not of present commercid interest
and the Commissioner does not agree with such determination, the Commissioner
mey cause an independent evauation of the Discovery to be caried out. If the
independent evaduation establishes that the Discovery is of commercid interest,
the provisions of clause 8.11 shall apply.



8.11

8.12

8.13

8.14

If the conclusion of the evauation referred to in clause 810 is that the Discovery
is of commercia interest the Minister may, subject to the terms of clause 812, by
notice in writing addressed and delivered to the Company, direct that with effect
from a date specified in such notice the Licence in question shal cease to be of
any force and effect in reation to the Discovery Block in question and any
adjoining Land required for purposes of obtaining access to that Block.

The Minister shall not exercise his powers under clause 8.11, unless he-

@ has submitted the evaduation referred to in clause 810 to the Company for
consideration and afforded the Company a period of three nmonths from
the date of delivery of the said evauation to review its position regarding
the commercid interest of the Discovery and to notify the Minister in
writing of its intention to develop the Discovery and the Conpany has
faled or refused to so notify the Minister or has notified the Minister that
it does not intend to develop the Discovery;

(b) has by notice in writing addressed and delivered to the Company informed
the Company of his intention to exercise such powers;

(© has requested the Conpany to meke representations to the Minister in
relation to the metter on or before a date specified in such notice;

(d) is, having regad to Iinformetion avalable to him and &fter having
considered any representations mede to him by virtue of the notice
referred to in paragraph (a), setisfied that the Discovery is of commercial
interest.

In the event of the Cormpany notifying the Minister of its intention to develop the
Discovery as contenplated in paragraph () of clause 812, the Commpany shall
reimburse the Govemment the cost of the independent evauation referred to in
clause 8.10.

If the Minister has given a direction to the Conpany tha the Company's
Exploration Licence shall cease to be of any force and effect in relation to the
Discovery Block in question and any adjoining Land required for purposes of
obtaining access to that Block in ters of clause 811, the Conpany mey apply to
the Minister to reinstate the rights it previously had in respect of the rdevant area:
Provided that

@ the rights so reinstated shdl not subsist beyond the dae on which they
would have exired, if the Minister had not mede the direction under the
said clause 811;

(b) no such rights shdl be exrcised by the Conpany if the Minister has,



(©

subsequent to the said direction, granted any rights to any other person in
relation to the area in question which ae inconsistent with the rights so
reinstated by the Minister;

the Conpany pay's to the Government an amount equd to

() the cost of the independent evauation referred to in clause 810, if
ay;

(i) any eqgenditure incurred by the Covenment in relation to
Bqloration Operations, appraisa operations and any other work
done in or connected with such area dfter the date on which the
said direction of the Minister under clause 811 was deivered to
the Conpany; and

(i) 500 per cent of al such expenditure referred to in subparagraphs
(i) and(ii), which anount shal not be dlowable as a deduction
under the Taxation Act.

8.15 Notwithstanding the other provisions of this clause 8 if after having caried out
an appraisal programme pursuant to section P (2) of the Petroleum Act, that a
Discovery of Crude QOil is not of present conmercid interest but may become of
commercia interest then, if the Commissioner agrees with such determination, the
Minister hereby agrees to dlow the Company to retain the Discovery Block for
the duration of the Company's Bxloration Licence and any renewa thereof,
provided that:

@

(b)

(©

(d)

The determination of potentil commercidity shall be based on relevant
economic criterig, including but not limted to, potentid Cude Ol
production rates, Crude Oil prices, development costs, operating costs as
well as any other relevant criteria;

The Conpany shdl resssess the commercidity of the Discovery twelve
nonths after the Discovery has been notified to the Commissioner and
theredfter every two years, based on the same economic criteria as set
forth in (@) above;

The Conmpany shdl within 30 days &fter the conpletion of each re-
assessiment inform the Minister whether it detemines the Discovery still
to be of potentid commercid interest. A copy of any reassessment study
shall be given to the Conissioner;

If as a result of the Conpany's reassessment under clause 815b) the
Conpany determines that the Discovery has become of commercia
interest the provisions of clause 82to 8.14 shall apply;



(e If as a result of the Conpany's reassessment under clause 185b) the
Conpany determines that the Discovery remans only of potentid
commercia interest, but the Conmissioner considers that it is of present
commercid interest, the provisions of clause 8.10 shal apply; and

) If as a result of the Company's reassessment under clause 8.15b), the
Conpany determines that the Discovery is no longer of potentiad
commercid interest, the Minister may require the Conpany to relinquish
the Discovery Block.

Clause 9

Application for Production Licence

9.1

9.2

9.3

9.4

If the Conpany intends to agpply for a Production Licence in respect of the
Discovery Block in question as contenplated in section 43(1) of the Petroleum
Act, the Company shdl arange a meeting with the Commissioner to identify,
after having had due regard to al the relevant particulars, the Discovery Block or
Blocks to which such licence should relate.

Where a pat of a Petroleum Reservoir in respect of which the Conpany intends
to meke an application for a Production Licence is contained in a Block or Blocks
outside the Licence Area, such Block or Blocks may be included a the Minister's
discretion in the area in relation to which application for a Production Licence is
mede, provided that such Block or Blocks are not subject to an Bxploration or
Production Licence granted to any other person.

The Conpany shall, in meking an application for a Production Licence as
contenplated in section 43(1) of the Petroleum Act, conply with the provisions
of section 46(2) of the Petroleum Act and any other provisions relating to such
applications.

The proposed programme of Production Operations and processing of Petroleum
referred to in section 46(2)(i) of the Petroleum Act shall-

@ relate exlusively to the Block or Blocks within the area to which the
Licence relates and which, on a reasonable interpretation of the available
particulars, contain a Petroleum Reservoir or part thereof;

(b) be designed to ensure the nost efficient, beneficid and tingy use of the
Petroleum resources in the area to which the Production Licence relates;
and

(© be conmpiled in accordance with sound engineering, economc, safety and
environmental  principles  recognized in  the intemational  petroleum



9.5

9.6

9.7

9.8

9.9

industry.

The Minister shall, subject to the provisions of section 47 of the Petroleum Act
and dfter gpproval of the Development Flan, within six months after delivery of
the application for a Production Licence referred to in clause 93, grant such
application and issue such licence for a period Of..... .. (insert
period of not nore than 25 years).

If, within a period of 60 days after submission of the Development Fan, the
Minister has faled or refused to gpprove such Development Pan, the Minister
shall arange a meeting with the Cormpany to be held within a period of 14 days
after the expiry of the aforesaid period.

If the Minister and the Conpany are unable to agree at the meeting referred to in
clause 96 on whether such Development Flan meets the requirements set forth in
clause 94, the Minister or the Conmpany mey request the appointment of the
epet contenplated in clause 296, if necessary, and submt the dispute for
determination.

In the event of the epet refered to in clause 97 determining that such
Development Flan does not meet the requirements of clause 94, the said expert
shdl determine which nodifications to such Development Plan are necessary to
conply with the requirements of clause 94 and the Conrpany shadl nodify such
Developrment Plan accordingly.

The decision of the expert referred to in clause 98 shall be find and binding on
the Minister and the Conpany, provided that in the event of the Conpany being
dissatisfied with the decision of the sad exert, it may, within 680 days after the
date on which the decision was conveyed to it, notify the Minister that it
withdraws the application for a Production Licence referred to in clause 93, in
which event such notice shdl be deemed to be a report by the Conpany
contenplated in section 3(1) of the Petroleum Act.

Clause 10

Sole risk

10.1 Subject to the terms of clause 105, the Minister may during any Bxloration

Period require the Company by notice in writing
@ to test any additiond horizons within the agreed Well depth; or
(b) to penetrate and test any horizons deegper than such depth; or

(© to continue drilling and test any such additiona horizons.



10.2

10.3

10.4

A notice referred to in clause 10.1 shal be given as ealy as possible prior to or
during the drilling of the Well, but in any case not after the Conpany has notified
the Minister of the detalled completion or abandonment plan for the Well. Upon
receipt of such notice the Conpany shal, subject to the terms of clause 105,
cause such tests, penetration and drilling to be carried out at the sole cost and risk
of the Government. At any time before such tests, penetration or drilling is carried
out the Conpany mey dect to include such tests, penetration or drilling in its
Exploration Operations.

Subject to the termrs of clause 105, the Minister may

@ during any Bxqloration Period recommend that the Company include
certain Bxploration Wells in its exploration work programme;

(b) if any dispute arises in relation to any recommendation mede in tems of
paragraph (a), require by at least six months notice in writing to the
Conpany, which notice shal contain the proposed location of the Wadll,
the geological objective and other details of the Well to be drilled and the
schedule of financing, the Company to drill within the Bqloration Area
and at the sole cost and risk of the Govemnment, a meximum of two such
Boploration Wells per Caendar Year, provided that suitable rigs are
avalable for use in the Bxploration Ares, and such operations will not
unreasonably interfere with  Petroleum Operations required to be carried
out under this agreement.

The Company may, a any time before such Bqloration Wells are drilled, elect to
include such Bqloration Wdlls in its Bxploration Operations.

If a Discovery is mede in consequence of any activities carried out in tems of
clauses 10.1 and 103 the Minister may cause at the sole cost, risk and benefit of
the Govemment the Discovery to be gppraised and any Petroleum discovered to
be developed and produced. The Company may before such appraisa,
development or production, as the case mey be, inform the Minister by notice in
writing that it wishes to take over such appraisd or development under the terns
of its Licence. In such event the Conpany shall pay to the Government

@ within 30 days from the date of dispatch of its notice to the Minister, an
amount equivdent to the exqenditures incurred by the Minister in
connection with such appraisa, developnent or production; and

(b) if the Conpany so informs the Minister before such appraisa commences,
an additiona amount equal to 200 per cent of the expenditure referred to
in paragraph (@) or, if the Conpany so informs the Minister after such
gopraisal has commenced, but before such development commences, an
additional amount equa to 600 per cent of the expenditure referred to in



paragraph (8), which expenditure and additiond amount shal not be
dlowable as a deduction under the Taxation Act.

10.5 The Commpany shdl by virtue of a notice given in termms of clauses 101, 103 and

10.6

10.4 not be required

@ to test any additiona horizons or to penetrate and test any deeper horizons
or to drll any additional Bqloration Wells if, enploying Good OQilfield
Practices, such operations are not technicaly feasible and cannot be
conducted in a safe and prudent menner or such operaions will have a
detrimental effect on the proper performance of the Company's work
prograne;

(b) to penetrate and test horizons deeper than the agreed Well depth, if the
Wl in question has encountered productive horizons;

(© to drill Byploration Wells in a Petroleum Held or a Production Area or a
Discovery Block retained pursuant to clause 16.12,;

(d) to cary out any operations referred to in such notice during any Caendar
Month, unless the Govemment advances, subject to such conditions of
accounting as the Minister may determine, before the commencement of
such Cdendar Month, to the Company an avount to finance the
ependiture to be incurred in connection therewith.

The Minister shdl not engage any third paty to cary out any activities
contenplated in clause 104, unless he has first offered by notice in writing the
Conpany the right to carry out such activities on the Govemment's behalf, on the
sare tems agreed to by such third party and the Conpany has refused the offer
or has falled to accept such offer within a period of 60 days as from the date on
which the offer was mede and unless such activities will not interfere with
Petroleum Operations to be carried out pursuant to this Agreement.

Clause 11

Environmental protection

111

11.2

The Minister and the Company concede that Petroleum Operations will cause
some impact on the environment in the Licence Area.

The Company shall-

@ conduct its Petroleum Operations in a menner likely to conserve the
naturd resources of Namibia and protect the environment;



11.3

11.4

115

11.6

11.7

(b) enploy the best available techniques in accordance with Good Oilfield
Practices for the prevention of Environmental Damege to which its
Petroleum Operations might contribute and for the mnimztion of the
effect of such operations on adjoining or neighbouring Lands; and

(© implement the proposas contained in its Development Flan regarding the
prevention of pollution, the treatment of wastes, the safeguarding of
natural resources and the progressive reclametion and rehabilitation of
Lands disturbed by Petroleum Operations.

The Conpany undertakes for purposes of this Agreement to take all reasonable,
necessay and adeguate steps in accordance with Good Qilfield Practices to
minimze Environmental Damege to the Licence Area and adjoining or
neighbouring Lands.

If the Company fails to comply with the terms of clause 113 or contravenes any
lav  on the prevention of Environmentd Darege and such falure or
contravention results in any Environmenta Damege, the Company shal teke all
necessary and reasonable measures to remedy such failure or contravention and
the effects thereof.

If the Minister has reason to believe that any works or instalations erected by the
Conpany or any operations caried out by the Conpany are endangering or mey
endanger persons or any propety of any other person or is causing pollution or is
hamng wildlife or the environment to a degree which the Minister deens
unacceptable, the Minister may require the Company to take reasonable remedial
measures within such reasonable period as may be determined by the Minister and
to take reasonable and appropriate steps to repair any damege to the environment.
If the Minister deenrs it necessary, he may require the Conmpany to discontinue
Petroleum Operations in whole or in pat until the Company has taken such
remedial measures or has repaired any damege.

The measures and methods to be used by the Conrpany for purposes of conmplying
with the terms of clause 11.3 shadl be determined in timely consultation with the
Minister upon the commencement of Petroleum Operations or whenever there is a
significant change in the scope or method of carying out Petroleum Operations,
and the Conpany shal take into account the intemnationa standards applicable in
simlar crcunstances and the relevant environmentd inpact assessment  studies
caried out in accordance with clause 117. The Conpany shal notify the
Minister in writing of the nature of the measures and methods finaly detemined
by the Conpany and shal cause such measures and nmethods to be reviewed from
time to time in view of prevailing circunmstances.

The Conpany shdl cause a person or persons, approved by the Minister on
account of ther specia knowledge of environmental netters, to cary out two
environmentd inpact assessment studies, in order



11.8

11.9

11.10

@ to determne the prevaling situation relating to the environment, humen
beings, wildlife or merine life in the Licence Area and in the adjoining or
neighbouring aress at the time of the studies; and

(b) to establish what the effect will be on the environment, humen bengs,
wildlife or marine life in the Licence Area in consequence of the
Petroleum Operations to be made under this Agreement, and to submit for
consideration by the Paties measures and methods contenplated in clause
116 for mnimzng Environmentad Darmege and carying out Ste
Restoration in the Licence Area

The first of the two studies referred to in clause 117 shal be caried out in two
pats. The first pat of the first study shdl be a basdine study of exsting
informetion on the environment, humaen beings, wildlife or marne life in the
Licence Area The conmpany shal conclude such basdine study prior to
undertaking any fiddwork for a seisnographic survey. The second pat of the
first study shal be an environmentd inpact assessment study of the effects of
drilling on the environment. This environmenta impact assessiment study is to be
concluded sufficiently in advance of the commencement of drilling to enable the
results of this environmenta inpact assessment study to be taken into account in
preparing al relevant drilling menagement, waste management and contingency
plans relating to the exploration drilling stage. A minimum of 12 copies of the
reports on the basdine and environmentd impact assessment studies shal be
submitted to the Government.

The second of the two studies referred to in clause 117 shall be an environmental
inpact assessment study of the effects of production on the environment and shdl
be concluded sufficiently in advance of the commencement of Production
Operations to enable the results of this environmentd inpact assessment study to
be taken into account in preparing al relevant production menagement, waste
menagement and contingency plans relaing to Production Operations and shall be
submitted by the Conpany as pat of its Development Flan. A minimum of 12
copies of the report on the environmentd inpact assessment study shdl be
submitted to the Government.

The studies mentioned in clause 117 shal contain proposed environmenta
guiddines to be followed in order to mnimze Environmentad Damege and shall
include, but not be limted to-

@ access cutting;

(b) clearing and timber savage;
(© wildlife and habitat protection;
(d) marine resource protection;
(e fud storage and handling;

) use of explosives,
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canps and staging aress;

liquid and solid waste disposd;
cultural and archaeologica sites;
sdlection of drilling sites;

terrain stabilization;

protection of freshwater horizons,
blowout prevention plan;
combatting oil spills;

flaring during conpletion and testing of gas and oil wells;
Wl abandonment;

rig dismentling and site cormpletion;
reclametion for abandonment; and
noise control.

The Conpany shdl ensure-

@

(b)

©

that Petroleum Operations ae caried out in an environmentaly
acceptable and safe menner consistent with Good Qilfield Practices and
that such operations are properly nonitored,;

that the pertinent conmpleted environmenta inpact assessment studies are
mede available to its employees and to its contractors to develop adequate
and proper awareness of the measures and methods of environmenta
protection to be used in carrying out its Petroleum Operations; and

that any agreement entered into between the Conpany and its contractors
relating to its Petroleum Operations shdl include the tems set out in this
Agreement and any established neassures and nethods for the
inplementation of the Conpany's obligations in relaion to the
environment under this Agreement.

11.12 The Conpany shdl, before carying out any drlling, prepare and submit for
review by the Minister an oil spill and fire contingency plan designed to achieve
rapid and effective emergency response in the event of an oil spill or fire.

11.13

In the event of-

@

(b)

(©

an emgrgency or accident arising from Petroleum Operations affecting the
environment, the Conpany shal forthwith notify the Minister
accordingly;

any fire or ail spill, the Conpany shadl pronptly inplement the relevant
contingency plan;

any other emergency or accident arsing from the Petroleum Operations
affecting the environment, the Conmpany shall take such action as mey be



11.14

11.15

prudent and necessary in accordance with Good Oilfield Practices in such
circumstances.

If the Company fails to comply with any terms contained in clause 11 within a
period determined by the Minister under any such term the Minister may, after
giving the Conpany reasonable notice, take any action which maey be necessary to
ensure conpliance with such term, and recover, immediately after having taken
such action, al ependiture incurred in connection with such action from the
Conpany together with such interest as may be determined in accordance with
paragraph 6.2 of Annexure 4to this Agreement.

If the Conpany or the operator for the Company has aready conpleted and
submitted to the Government reports on the studies referred to in clause 11.8 for a
previous Bxloration Licence held in Namibia in the 5year period preceding the
application for this Exploration Licence and those studies ether

@ are sufficiently broadranging to enconpass clealy the present Licence
Area, or

(b) do not enconpass the present Licence Area but a basdine study and
environmenta inpact assessment study have been submitted by the holder
of an Bxploration Licence covering an area near the present Licence Area

the Conpany mey in a case fdling within (&) above, submit the reports on the
studies for such previous Licence in fulfilment of the requirements of clauses 11.7
and 11.8 rdating to eploration drilling and, in a case fdling within (b) above
submit such environmenta inpact assessment submitted by the said holder of an
Bxloration Licence, with any nodifications which the Conpany wishes to meke;

provided that:

(0 In response to a written request from the Conpany, the Minister approves
in writing the course of action selected from (@) or (b) above;

(i) In response to a written request from the Conpany directed through the
Ministry of Mines and Energy, The Ministry of Hsheries and Marine
Resources, the Ministry of Environment and Tourism, the Ministry of
Works, Transport and Conmunication and the Ministry of Hedth and
Socid Services dso gpprove in writing the course of action selected from
(@ or (b) above;

(i) The company that caried out the basdine study and environmenta inpact
assessiment study which are to be submitted in terms of (b) above agrees to
this course of action;

(iv)  The besdine study and the environmental inpact assessment study



\)

(vi)

(vii)

(viii)

submitted in terms of (b) above enconpass the present Licence Areg;

Huids, nmuds and chemicas to be used during drilling are the sane as
those used in the Bxploration Licence covered by the environmenta
inpact assessment study submitted;

Oil spill drift simulation studies and any other specid studies rdlevant to
an environmental inpact assessment of the effect of dilling on the
environment in the present Licence Area as mey be required by the
Minister are caried out and the results thereof together with plans for
mitigating actions be submitted in the form of reports to the Government.
A minimum of 12 copies of these reports are to be submitted;

The results of the resubmitted environmenta inmpact assessment study as
wel as the studies conducted under (v) above are taken into account in
prepaing dl relevant drilling menagement, waste menagement and
contingency plans relating to the exploration drilling stage;

An amount equd to haf the average cost of the three nost recent baseline
and environmental impact assessment  studies  conplying  with  the
requirements of the first of the studies in clause 117 for offshore oil
exploration in Namibia or such other amount as mey be agreed between
the Parties is paid to the National Petroleum Corporation of Namibia
(NAMGCOR). This money shall be used by NAMCOR in accordance with
the principles lad out in Annewre 7 in order to collect offshore
environmental data relevant to oil exploration and production in Nambia
Projects to be undertaken by NAMGCOR in this connection shdl be
decided upon in consultation with the oil exploration conpanies operating
in Nambia and with the Ministries of Fisheries and Marine Resources and
the Environment and Tourism

11.16 The Conpany shdl on the exiration or termination of this Agreement or on
reinquishment of part of the Licence Area

@

(b)

subject to clause 17, remove or otherwise ded with, as directed by the
Minister in consultation with the Minister or Ministers responsible for
environment, fisheries and finance, al equipment and instdlations from
such Licence Area or relinquished area to the edent and in the manner
agreed with the Minister in tems of the Decommissioning PFlan approved
by the Minister pursuant to s.68A(2) of the Petroleum Act;

subject to clause 17, remove, or othewise dead with, as directed by the
Minister in consultation with the Minister or Ministers responsible for
environment, fisheries and finance, dl instalations, equipment, pipéines
and other facilities erected or used outside the Licence Area for the
petroleum operations; and



(©

perform al necessary Ste Restoration activities in accordance with Good
Oilfield Practices and shal take dl other action necessary to prevent
hazards to hurmen life or to the property of others or the environment.

11.17 The Company shal on the date referred to in s.68B(1) of the Petroleum Act
establish a Trust Fund in accordance with the provisions of s.68B) of the said Act
for the purpose of deconmissioning facilities on cessation of production
operations.

Clause 12

Work practices and carrying out of operations

12.1  The Conrpany shall conduct Petroleum Operations in the Licence Area

12.2

12.3

@
(b)
(©

(d)

subject to the provisions of the PetroleumAct;
in accordance with Good Oilfield Practices;

diligently, expeditiously, efficiently and in a proper, safe and workmenlike
menner;

in accordance with work programmes reviewed or approved in terms of
the Petroleum Act and this Agreement.

The Conpany shdl ensure that al equipment, meterials, supplies, plant and
instalations used by the Conpany, its contractors and subcontractors conply with
generdly accepted standards in the intemational petroleum industry and are of
proper construction and kept in good working order.

The Company shdl, within 90 days after the date on which this Agreement was
signed, appoint

@

(b)

a Generd Manager to manage the Petroleum Operations in the Licence
Area and who shdl be authorised to take such steps as may be necessary
in accordance with the provisions of the Act and the tems and conditions
of this Agreement to carry out the Petroleum Operations on behdf of the
Conpany; and

a Deputy Genera Manager to menage such operations in the absence of
the Generd Manager, who shal be resident in Nambia, and shal be
technicdly competent and sufficiently experienced to nenage such
operations.



12.4 The Cormpany shall, within 30 days after the appointment of the General Manager
or Deputy Generd Manager referred to in clause 12.3, notify the Commissioner in
writing of their identity and respective addresses.

125 Where the Conpany consists of more than one Company

@

(b)

©

adl the terms and obligations of this Agreement shal gpply to each one of
such conpanies jointly and severaly;

(insert the name of one of the conmpanies) shal be deemed to be the
operator who shal cary on the Petroleum Operations of the Cormpany
under this Agreement, unless the Commissioner pursuant to an application
in writing addressed and delivered to him approves a change of operator,
in which event the other operator so approved of shal be deemed to be the
operator fromthe date of such approvd,

any operating or other agreement relaiing to the Petroleum Operations
entered into by or between such conpanies shdl be consistent with the
provisions of this Agreement and shal be in writing and a copy of each
such agreement shal be submnitted to the Commissioner not later than ten
days dfter the date of signature thereof.

12.6 All individuad sevices to be peformed or neterids and equipment to be
purchased for or in connection with the Petroleum Operations which cost in
excess of US $250000 (or the equivalent thereof as expressed in Namibian
Dollars) shal be contracted for by the Company only after conpetitive quotations
have been called for and on the basis thereof.

12.7 The Company shal ensure adequate conpensation for injury to persons or
damege to property caused by its Petroleum Operations under this Agreement.

Clause 13

Royalty and annual charges

13.1  Subject to the provisions of the Petroleum Act, the Cormpany shall pay

@

Quarterly on or before the last day of each Cdendar Month following each
Quarter, for the benefit of the State Revenue Fund, a royaty of 5 per cent
on the market value of Petroleum Produced and Saved in the Production
Areaduring each Quarter, determined

(0 in the case of Grude Oll, in accordance with the terms of clause 15
and



(b)

(i) in the case of Natura Gsas, in accordance with the terms of clause
16.7;

on the date of the issue of the Bxploration Licence or Production Licence,
and theredfter annudly on or before the last day of the Cdendar Month
during which every period of 12 nmonths of the currency of such Licence
exires, for the benefit of the State Revenue Fund, an annua charge, equa
to the figure eqressed in Nambian Dollars, caculated by multiplying the
nunber of square kilometres included in the Block or Blocks to which the
Licence relates

(0 in the case of an Bxploration Licence

@ by 60 during the period of the licence determined or
exdtended in tems of paragraph (@) of subsection (1) or
paragraph (@ of subsection (2A) of section 30 of the
PetroleumAct;

(b) by 90 during the period of the licence determined or
exdended in terms of paragraph (b) of subsection (1) or
paragraph (b) of subsection (2A) of section 30 of the Act in
respect of thefirst renewal of the licence;

(© by 120 during the period or periods of the licence
determined or exdended in tems of paragraph (b) of
subsection (1) or paragraph (b) of subsection (2A) of
section 30 of the Act in respect of the second renewd of the
licence;

(d) by 150 during the subsequent period or periods of the
licence determined or edended in terns of paragraph (b) of
subsection (1), read with paragraph (b) of subsection (2) or
paragraph (b) or subsection (2A) of section 30 of the Act in
respect of the third renewal of the licence.

(i) in the case of a Production Licence, by 1500.

13.2 The Conpany shdl, no later than one Cdendar Month after the end of each
Quarter, submt to the Minister and to the Permanent Secretary: Fnance in such
formas may be specified by the Minister, a statement containing particulars of

@

(b)

the quantity of Crude Oil and Natural Gas Produced and Saved from each
Production Area during such Quarter;

the market value F.O.B. Namibia of the Crude Oil and the market value of
the Natura Gas on which royalty is payable;



(© the amount of roydty payable for that Quarter;
(d) the caculation of such anount; and

() any other metters which the Minister or the Permenent Secretary: Fnance
mey fromtime to time require.

Clause 14

Taxation

14.1 The Company shdl pay annualy, for the benefit of the State Revenue Fund, a
petroleum income tax refered to in section 5 of the Taxation Act and an
additiona profits tax referred to in section 19 of that Act to be determined In
accordance with the provisions of that Act and the terms of clause 14.2 and clause
14.3 of this Agreement.

14.2 The rate a which additiona profits tax shal be levied on the Company under
section 21(b)(i) of the Taxation Act in relation to the second accumulated net
cash position shall be (insert a percentage rate) per cent.

14.3 The rate a which additiond profits tax shal be levied on the Company under
section 21 (c)(ii) of the Taxation Act in relation to the third accurmulated net cash
position shall be (insert a percentage rete) per cent.

14.4  Subject to the terms of clauses 13 and 14.1, the provisions of the Taxation Act
and the provisions of sections 11 and 15 of the Petroleum Act, no other tax, duty,
fee or levy shdl be inposed on the Conpany or its Affiliates in respect of income
derived from Petroleum Operations in ters of this Agreement or in respect of
any propety held, noney received, or thing done for any purpose authorized or
contenrplated in tems of this Agreement other than

@ custorrs duties prescribed from time to time in or under the Custons and
Excise Act, 1964 (Act 91 of 1964) to the extent applicable;

(b) genera sales tax prescribed from time to time in or under the Sales Tax
Act, 1992 (Act 5 of 1992) to the extent applicable;

(© taxes, duties, fees or levies for specific services rendered on request or to
the public or commercia enterprises generally;

(d) rates, taxes or levies, not in excess of those generdly applicable in
Nambia, payable to any nunicipdity or other loca government in tems
of or under the relevant legislation; and



€

stamp duties, transfer fees and licence fees, not in exess of those
generally applicable in Namibia, payable to the Government or any body
established by or under any law.

Clause 14A

Optional Clause on Participation

In the event that the parties agree on paticipation by NAMCOR in the petroleum
operations, the ters of such participation shal be set out here

Clause 15

Valuation of Namibian Crude Oil

15.1 The Parties hereby agree that Namibian Crude Oil Produced and Saved from the
Licence Area shdl be sold or othewise disposed of a conpetitive internationa
market prices.

15.2

The market value of Nambian Crude Oil sold or otherwise disposed of in any
Quarter shall, for the purposes of this Agreement and section 7(5) of the Taxation
Act, be determined as follows:-

@

(b)

No later than 15 days after the end of each Quarter in which Grude Oil has
been Produced and Saved from any Production Area, an average price
(epressed in United States Dollars per Barrel, adjusted to the Conpany's
actua loading points for export from Namibia) for each separate volume
of Crude QOil of the same gravity, sulphur and meta content, pour point,
product yidd and other rdevant characteristics ("qudity”) shal be
determined in respect of production during that Quarter. It is understood
that production from different Production Arees mey be of differing
qudity and that separate average prices may accordingly be appropriate
for any Quarter in respect of production from each Production Ares, in
which event the overdl price gpplicable to production from the Licence
Area shdl be determined by taking the aithmetic weighted average
(weighted by volune) of al such prices separately determned.

The prices aforesaid shal be determined on the basis of intemationa fair
merket value as follows:

(0 In the event of 50 per cent or nore of the tota volume of saes
made by the Company during the Quarter of Nambian Crude Qill
of a given qudity Produced and Saved being by third paty ams



(i1)

(i)

iv)

length sales transacted in foreign exchange (hereinafter referred to
as third paty sdes), the far market valuation for al Crude Qil of
that quality will be taken to be the sinple arithmetic average price,
cdculated by dividing the tota receipts from dl such third party
sdes by the tota number of Barels of Crude Qil sold in such sdes,
actually redlised in such third party sales.

Subject to paragraph (c) of this clause, in the event of less than 50
per cent of the totadl volume of sales mede by the Conpany during
the Quater of Nambian Gude Oil of a given quality Produced
and Saved being by third party sdes, the far merket vauation for
al Cude Ol of that qudity will be determined by the arithmetic
weighted average of-

@ the sinple aithnetic average price actually redised in such
third party sades during the Quarter of such Qude Ol
Produced and Saved, if any, calculated by dividing the totd
receipts from dl such sades by the tota number of Barels
of Qude Qll in such sdles; and

(b) the sinmple arthmetic average price, adjusted for differences
in quaity, quantity, transportation costs, ddivery tine,
payment and other contract terms, a which a selection,
determined in accordance with the terms of clause 15.3 by
mutua  agreement  between the Paties, of ngor
conpetitive crude oils of generdly similar qudity to that of
Nambian Cude Oil Produced and Saved were sold in
interational merkets during the same period.

The aithmetic weighted average aforesaid will be determined by
the percentage volume of sdes of Nambian Qude Ol by the
Company referred to in subparagraph (@) which are third party
sdes during the Quarter in question and such sales refered to in
subparagraph (b) which are not third party saes during the Quarter
in question.

All prices aforesaid shal be adjusted to the Conpany's actua
loading point for export from Namibia.

For purposes of this clause 15 third party sales of Namibian Crude
Ol mede by the Company shall exclude

@ sdes, whether direct or indirect through brokers or
otherwise, of any sdller to any Affiliate of such sdler;



(©

(b) crude oil exhanges, barter deals or restricted or distress
transactions and genedly any crude oil transaction which
is notivated in whole or in pat by considerations other
than the usua economic incentives for commercid ams
length crude oil sales; and

(© govemment to govemniment sales.

In the event of-

()

(if)

less than 50 per cent of the totd volume of sdes by the Conpany
during the Quarter of Nambian CQude Ol of a given qudity
Produced and Saved being third party sdes, the Minister may elect
to accept determination of the far merket vauation of al Crude
Oll of that qudity based on third paty ams length saes during
that Quarter calculated in accordance with the terms of paragraph
(b)() of clause 15.2;

the percentage volume of sales being less than 50 per cent as
aforesaid, the Cormpany shadl pronptly notify the Minister and,
provided the Minister does not notify the Conpany of his eection
within seven days of receipt of notification from the Conpany, the
far merket vauation of the aforesaid Cude Oil shal be
determined in terms of paragraph (b)(ii) of clause 15.2

15.3 The selection of crude oils referred to in paragraph (b)(ii)(b) of clause 15.2 will be
determined by nutud agreement between the Company and the Minister in
advance for each Cadendar Year and, in meking the selection, preference will be
given to those crude oails of simlar qudity to Nambian Cude Oil which are
produced in Africa, South America or the Middle East and are regularly sold in
the same markets as Namibian Crude QOil is normally sold.

154

The Conpany shal

@

(b)

be responsible for establishing the relevant average prices for Namibian
Cude Ol in accordance with this clause 15 and such prices shadl be

subject to agreement by the Minister before they shal be deemed to have

been finally determined;

provide the Minister with al relevant informetion in order that he can

satisfy himsdlf that the average price determined by the Conpany is fair.

If the Parties fal to agree on the average price for any Quarter within 30 days
following the end of such Quarter the caculation of the rdevant average price
shal be refered to a sole eqet appointed in terms of clause 296 for



155

15.6

determination in accordance with this clause 15 whose determination shal be
find and binding, and until such determination the last gpplied price shal be used.

During the first Cadendar Year in which Crude Oil or Crude Oil as well as Natural
Gas ae Produced and Saved from the Licence Area and delivered under a
Development Fan, the Parties shall meet in order to establish a provisiona
selection of the mgjor competitive crude oils and an appropriate mechanism for
the purposes of giving effect to paragraph (b)(ii) of clause 152 The selection of
crude oils will be reviewed annually and modified if necessary.

In the event of any dispute between the Conpany and the Minister conceming the
sdlection of the crude oils or generdly about the manner in which the prices are
determined according to the terms of this clause 15 any mnetter in dispute shall
findly be resolved by a sole expert appointed in terns of clause 29.6.

Clause 16

Natural gas

16.1

16.2

Notwithstanding the provisions of clause 8 of this Agreement, the following
provisions shal gpply to any Discovery of Natural Gas within the Licence Area.

@ If in the course of its Bqloration Operations the Conpany nekes a
Discovery of Non-Associsted Naturd Gas, it shal pronptly inform the
Minister by notice in writing of the Discovery. The Minister and the
Conpany shal meet as soon as possible theresfter to discuss the
commercid potential of such Discovery, including but not limted to, the
tems and conditions on which such Gas might be developed, produced,
processed and sold.

(b) If as a result of the discussions and evauation of test results the Conpany
determines that the Discovery is of potentiad commercia interest, then the
Conmpany shdl pronptly undertake a market feasibility study, which shal
be based on relevant economic criterig, including but not limted to,
potentidl gas markets, gas prices, long-term gas contracts, capital costs,
operating costs as wel as any other rdevant criteria  In connection with
such study the Conpany shal use its best efforts to locate dl potentia
commercial merkets for such Gas. Upon conpletion of the study the
Conpany shdl inform the Commissioner of the results thereof and fumish
himwith a copy of the study within 30 days of the said conpletion.

(© Subject to the other provisions of this clause 16, the Minister hereby
agrees to dlow the Conpany to retain a Discovery Block of potentiad
commercid interest for the duration of the Bqloration Licence and any



renewals thereof.

(d) At any time after conpletion of the market feasibility study the Company
mey determine that an appraisd programme for the Discovery is
waranted. In such case the Conpany shal propose for gpprova an
gppraisa programme to the Conmissioner within a reasonable period of
time thereafter, which shal not eceed three nonths, unless the
Conmissioner on good cause shown by the Conpany, dlows a further
period. If the Conpany and the Commissioner cannot agree on the
gppraisa programme, clause 59 shal apply mutatis mutandis.  Within
three nonths of recelving approva from the Commissioner the Conpany
shall proceed to cary out such gppraisa programme in accordance with
Good Qilfield Practices.

(e If based on the market feasibility study the Conpany determines that an
gppraisa programme is not warranted the Company shal pronptly inform
the Commssioner of such determination. Such notice to the
Commissioner shall be regarded as an gpplication to the Minister, pursuant
to section 3(3) of the Petroleum Act, for an exemption from the
provisions of section 39(2) of the Act. If the Commissioner disagrees with
such deemnation the Commssioner mey cause an  independent
evauation to be caried out. Such evduation shal determine whether an
gppraisa programre is waranted. If the evauation determines that
gppraisd of the Discovery is waranted then the Conmissioner shall
pronptly notify the Conpany of such determination. Such notification
shal be regarded as a decision by the Minister not to grant the Conpany
exemption under section 39(3) of the Petroleum Act. The Company shall
have 90 days from the date of receipt of such notification to decide
whether to proceed with an appraisa programme in accordance with the
provisions of clause 16.2(d). If the Conpany decides not to proceed with
such appraisd programme the provisions of clause 811 shdl apply
mutatis mutandis. If the Commissioner does not decide within 90 days of
the notification by the Conmpany to cause an independent evauation to be
caried out, the Minister hereby agrees pursuant to section 3%(3) of the
Petroleum Act to grant the Conpany an exermption, subject to the terms of
clause 16.3, fromthe provisions of section 39(2) of the said Act.

16.3 The Conpany shdl reassess the commecidity of the Discovery twelve nmonths
after the Discovery and theredfter every two years, based on the same economc
criteria as set forth in clause 162(b). The Company shall within 30 days after the
conmpletion of each re-assessment inform the Minister whether it detemines the
Discovery still to be of potentid commercid interest. A copy of any reassessment
study shdl be given to the Commissioner. If as a result of the Conpany's
reassessment under clause 163 the Conpany determines that an appraisal
progranme for the Discovery is waranted the Company shal propose an
appraisal programme in accordance with the provisions of clause 16.2(d).



16.4

16.5

16.6

16.7

16.8

16.9

16.10

If as a result of any reassessment in accordance with clause 16.3, the Company
determines that an appraisd programme is not warranted the Conpany shall
promptly inform the Commissioner of such determination. If the Commissioner
does not agree with such determination, the Conmissioner nmey cause an
independent evauation to be caried out. The provisions of clause 16.2(€)
regarding such evauation and gppraisd shal apply mutatis mutandis.

If as a result of the Conpany's market feasibility study under clause 16.2(b),
reassessment under clause 163 or agppraisa programme conducted pursuant to
clause 16.2(d), the Conpany determines that the Discovery is not of potentia
commrercid interest the provisions of clause 8.11 shall apply mutatis mutandis.

If having caried out an appraisa programme pursuant to clause 16.2(d), the
Conpany determines that the Discovery is not of present commercid interest but
mey become of commercia interest then, if the Commissioner agrees with such
determination, the Minister hereby agrees to dlow the Company to retan the
Discovery Block for the duration of the Company's BExploration Licence and any
renewd thereof. If the Conmissioner does not agree with such determination, the
Commissioner may cause an independent evauation to be caried out. Such
evauation shall determine whether the Discovery is of commercid interest. If the
evauation determines that the Discovery is of commercid interest then the
provisions of clause 811 shall apply nutatis nmutandis.

For purposes of clause 16.2(a) the Company and the Minister shal undertake to
negotiate in good fath in order to reach an agreement on a method of vauing
such gas for purposes of roydty payable in terms of section 62 of the Petroleum
Act and of tax payable in ters of the Taxation Act.

The Conpany shdl have the right to use Natural Gas for Petroleum Operations,
including, but not limted to, pressure maintenance in the oilfiedlds in the Licence
Area.

Subject to the terms of clauses 16.8, 1610 and 16.11, the Minister shall be
entitted to take a the downstream flange of the separator on the production
platform or, if no such separator exsts, a a point of delivery mutualy agreed
upon a the collecting and inlet system and utilise without any payment to the
Conpany any Associated Naturd Gas which is in excess of the quantity of
Natural Gas required for Petroleum Operations. The cost of taking and utilising
such Associated Naturd Gas by the Minister shadl be bome soldy by the
Government.

Subject to clause 16.11, and to the Conpany's requirements regarding such short-
teem flaing as may be necessary for testing or other operationad reasons,
Associated Natural Gas produced from the Licence Area shal be re-injected in
accordance with Good Oilfield Practices. Such Associated Natural Gas which



16.11

16.12

cannot for technica reasons be re-injected may be flared only with approva in
writing of the Minister previously obtaned in every paticular case, which
gpprova shall not be unreasonably withheld.

If there are reasonable grounds for believing that Naturd Gas associated with
Cude QOIl is in such gquantities as to enable its commercid exploitation without
detriment to the efficient and effective recovery of Crude Oil from the Petroleum
Reservoir, the Company shal promptly inform the Minister by written notice of
the exstence of such grounds and shal undetake a market feasibility study to
determine the commercid viability of such exploitation. If such study reveds that
eploitation may be commercidly viable the Minister and the Conpany shal
meet as soon as possible after conpletion of such study to decide whether in view
of the avallable data the development, production, processing and sale of such
Gas by the Conpany is possible and, if so, on what ters and conditions such Gas
mey be processed and sold. For such purposes the provisions of clause 16.7 shall
apply nmutatis mutandis.

For the avoidance of doubt, notwithstanding the provisions of clause 7.1, the
Conpany shdl not be obliged to relinquish the Discovery Block retained by the
Company pursuant to the provisions of this clause 16 for so long as it holds an
Bxloration Licence hereunder.

Clause 17

I nsurance and assets

171

Bxcept to the exent insurance covering the sare risk is provided by its

contractors or subcontractors, the Conpany shadl effect and, a dl times during

the term of this Agreement, obtain and maintain for and in relation to Petroleum

Operations insurance covering the following -

@ loss or damege to any or dl of its assets being used in connection with
Petroleum Operations;

(b) loss or damege for which the Conpany may be liable caused by pollution
in the course of or as aresult of Petroleum Operations;

(© loss of property or damege suffered or bodily injury suffered by any third
party in the course of or as a result of Petroleum Operations for which the
Conpany may be liable;

(d) any clam for which the Govemnment may be liable rdlating to the loss of
property or damege suffered or bodily injury suffered by any third party in
the course of or as a result of Petroleum Operations in so far as the
Conpany is lidble to indemmify the Government;



17.2

17.3

17.4

175

17.6

17.7

(e the cost of removing wrecks and cleaning up operations pursuant to an
accident in the course of or as aresult of Petroleum Operations;

® the Conpany's liability to its enployees engaged in its Petroleum
Operations;

Q) any other risk of whatever naure as is customary to insure against in the
internationa  petroleum industry in  accordance with Good Qilfield
Practices.

The Company shdl require its contractors to obtain and meintain insurance
against the risks referred to in paragraphs (@) to (g) of clause 17.1 relating mutatis
mutandis to such contractors.

The amount insured against, the type of insurance referred to in clause 17.1 and
clause 17.2 and the tems of such insurance shal be determined in accordance
with Good Qilfield Practices.

The Conpany shal not within two years before the end of the term of this
Agreement renove from the Licence Area or sdl any Inmovable Assets without
the gpprova in witing of the Minister previously obtained in every particular
case.

Subject to any right the Company mey have to occupy any Land in temms of any
other petroleum agreement and the tems of this clause, the Conpany shall a the
end of the term of this Agreement or on the date of any earier termination thereof
or the earier reinquishment or surrender of the Licence Area or any part thereof,
if by notice in writing requested to do so by the Minister, ddiver to the
Govemnment any plant, pipelines, punmps, mechinery of an inmovable nature and
any other Inmovable Assets owned and used by the Company in or in connection
with the Licence Area.

The Conrpany shdl, if so requested by the Minister by notice in witing, sdl to
the Minister & a price determined by mutua agreement, any moveable assets of
the Conmpany used in or in connection with the Licence Area. In determining the
aforesaid price due regard shdl be had to

@ the condition of the asset concemed,;

(b) the deductions aready alowed under the Taxation Act to the Conpany at
the time of such determination.

The terms of clause 17.6 shal not apply to any assets which are required by the
Conpany for use by the Company in respect of Petroleum Operations in terms of
any other BExploration or Production Licence.



17.8

If the Minister decides to meke the request referred to in clause 175 or 17.6, he
shall give notice referred to in clauses 17.5 and 17.6 to the Company

@ in the event of this Agreement being teminated by an effluxon of tine,
not less than 180 days before such termination; or

(b) in the event of this Agreement being terminated before such effluxion or
any ealier relinquishment or surrender of the Licence Area or any part
thereof, not later than 90 days from the date of such termination,
relinquishment or surrender, as the case may be.

Clause 18

M easurement of petroleum

18.1

18.2

18.3

The Conpany shal measure or weigh al Petroleum Produced and Saved from
each Licence Area by a method or methods customanly used in Good Oilfield
Practices and fromtime to time approved by the Minister.

The Conpany shdl not meke any dteration in the method or nmethods of
measurement or weighing used by it or any gppliances used for that purpose
without the consent in writing of the Minister, and the Minister may in any case
require that no dteration shal be mede save in the presence of a person
authorized by the Minister.

The Minister mey from time to time direct that any weighing or measuring

gopliance be tested or examined in such manner on such occasions or a such
intervals and by such means as may be specified in such direction.

Clause 19

Accounts and audits

191

19.2

The Company shal be responsible for maeintaining at an address within Nambia
accounting records of al eqenditure and receipts of its Petroleum Operations
under the Agreement in accordance with the accounting procedure set out in
Annexure 4 to this Agreement.

The Minister shal have the right to appoint from time to time an auditor who
shdl have the right to audit for purposes of the gpplication of the Taxation Act or
any other law and this Agreement the books and accounts of the Company in
respect of any year (not being a year, except in exceptional circumstances, which
ended nore than two years before the year in which the audit is to be carried out).



19.3 An auditor referred to in clause 192 shadl have the right to audit the Conpany's
records in accordance with the terms of the said Annexure 4.

19.4 For purposes of any audit referred to in the said clause 192, the Conpany shal
meke avallable to the auditor al such books, records, accounts and other
documents and informetion as mey be reasonably required from the Conpany by
him

19.5 Nothing in this clause contained shdl be construed as prohibiting or limting the
Minister or any officer in the public service to audit or cause to be audited the
books of the Company by virtue of any power conferred upon the Minister or
such officer by or under any law.

Clause 20
Records and reports and ownership of data

20.1 The Conrpany shal in accordance with the provisions of the Petroleum Act at dl
times while this Agreement is in force, maintain accurate and current records of
its Petroleum Operations in its Licence Area.

20.2 The Company shal save and keep for the duration of its Petroleum Operations in
Nambia a representative portion of each sanple of cores and cuttings taken from
drilling Wells to be disposed of or forwarded to the Minister in a manner directed
by the Minister. All sanmples acquired by the Conpany for its own purpose shall
be considered avallable for inspection a any reasonable time by the Minister. Any
such sanples which the Conpany has kept for a period of 12 months, without
receipt of instruction to forward such sanmples to the Minister, mey be disposed of
by the Company at its discretion, after not less than 30 days notice to the Minister.

20.3 Wil logs, mgps, megnetic tapes, cuts of core and cutting sanples and dl other
geologicd and geophysica informetion obtained by the Conpany in the course of
carrying out Petroleum Operations (hereinafter referred to as Petroleum Data) are
the property of the Government, and shal be submitted to the Minister as soon as
they are acquired or prepared and, except as provided in clause 204, may not be
published, reproduced or otherwise dedlt with without the consent of the Minister.

20.4  The Company maey

@ retan for use in Petroleum Operations copies of meterid constituting
Petroleum Data;

(b) with the gpprova of the Minister, retain for use in Petroleum Operations
origind meterid constituting Petroleum Data, provided that where such
meterial is capable of reproduction, copies have been supplied to the



20.5

20.6

20.7

Minister;

(© subject to the right conferred upon the Minister or any other person in the
Petroleum Act to inspect any sarples or other origind neterias
constituting Petroleum Data, export such Petroleum Data for processing or
laboratory examination or anaysis, provided that representative sanmples
equivaent in qudity or, where such neterid is capable of reproduction,
copies of equivaent qudlity have first been ddivered to the Minister.

The Conmpany shal keep the Minister currently advised of al mgor developments
taking place during the course of Petroleum Operations and shal fumish the
Minister with Petroleum Data and other available informetion, reports,
assessments, assessment  studies and  interpretations  relating to the Petroleum
Operations as the Minister may require.

The Minister shdl through his duly gppointed representatives be entitled to
observe the Petroleum Operations carried out by the Company and at dl times to
inspect al assets, records and data kept by the Conpany rdating to such
operations.

Nothing in this clause contained shal be construed as requiring the Cormpany to
disclose any of its proprietary technology or that of its Affiliates.

Clause 21

Confidentiality of data

21.1

All Petroleum Data, informetion and reports obtaned or prepared by the
Conpany in tems of this Agreement shall, subject to clause 21.2 and so long as
they relate to any part of the Licence Area, be treasted as confidentid and each of
the Paties undertakes not to disclose such Data, informetion and reports or the
contents thereof to any other person without the consent in writing of the other
Party, provided that this clause shall not

@ prevent disclosure by the Company for the purpose of its Petroleum
Operations to:-

@) an Affiliate;
(i) any bona fide intending assignee;
(i)  any professiond adviser who needs to have access to such

Petroleum Data, informetion and reports for the effective
peformence of his obligations under his contract with the



21.2

21.3

21.4

Corrpany;

(iv) any bank or financid institution from which the Company is
seeking or obtaining finance or which is advising the Cormpany in
connection with any issue of securties or the admission of any
securities to listing on any stock exchange;

v) a contractor of the Cormpany;

(vi)  any stock exchange in order to comply with any securities law of
any country;

(vii) any court of conpetent jurisdiction to conply with any order or
decree of such court.

(b) prevent disclosure by the Conpany for the purpose of trading data with
third parties in accordance with normal  petroleum industry  practice
provided the Ministe's consent (which shdl not be unreasonably
withheld) has been previously applied for and obtained.

(© prevent the disclosure by the Minister or any officer in his Ministry to the
National Petroleum Corporation of Namibia (Proprietary) Ltd. in terms of
section 8 of the Petroleum Act; and to Professiona advisers of the
Ministry or the National Petroleum Corporation of Nambia (Proprietary)
Ltd.; or

(d) be construed as inmposing on any Paty any obligation in relation to any
Petroleum Data, informetion or reports which are, without disclosure by
such Party, generally known to the public.

Any Petroleum Data, informetion or reports disclosed by the Cormpany to any
other person in terms of clause 211 shal be disclosed on terms which will ensure
that such Petroleum Data, informetion or reports are trested as confidentia by the
recipient.

Any Petroleum Data, informetion and reports relating to the Licence Area which,
in the opinion of the Minister, mght have significance in connection with an
exploration programme to be conducted by a third party in another area may be
disclosed by the Minister to such third party provided the Minister has previously
obtained approva to do so from the Conpany. Such disclosure shall be subject to
conditions agreed upon between the Minister and the Conpany.

Any Peroleum Data, informetion and reports, including interpretations and
assessents, assessient studies, relating to any area which ceases to be part of
the Licence Area, whether as a result of relinquishment, surrender or termination
of a licence shal be trested as confidentia by the Conpany, provided however
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21.6

that this dlause shall not:

@

(b)

©

Prevent disclosure by the Conpany for purpose of its Petroleum
Operations to:

() an Affiliate;
(i) any bona fide intending assignee;

(i)  any professiond adviser who needs to have access to such
Petroleum Data, informetion and reports for the effective
performance of his obligations under his contract with the

Corrpany;

(iv) any bank or financid institution from which the Conpany is
seeking or obtaining finance or which is advising the Conpany in
connection with any issue of securities or the admission of any
securities to listing on any stock exchange;

v) a contractor of the Company;

(vi)  any stock exhange in order to conply with any securities law of
any country;

(viiy  any court of competent jurisdiction to comply with any order or
decree of such court.

prevent disclosure by the Conpany for the purpose of trading data with
third paties in accordance with nommal petroleum industry practice
provided the Minister's consent (which shal not be unreasonably
withheld) has been previously applied for and obtained.

be construed as inposing on any paty any obligation in relation to any
Petroleum Data, informetion or reports which are, without disclosure by
such party, generally known to the public.

Any Peroleum Data, informetion and reports, including dl interpretations and
assessiments, assessment studies based on such Petroleum Data, informetion and
reports relating to any area which ceases to be part of the Licence Area whether as
a result of relinquishment, surrender or termination of a licence shal cease to be
treated by the Minister as confidentia from the date on which such area ceases to
be part of the Licence Area.

Notwithstanding the fact that Petroleum Data, informetion and reports relate to an
area held by the Conpany under Licence the Minister may, using Petroleum Data,
informetion and reports supplied by the Cormpany:



21.7

@ publish, on conpletion of any Wl by the Company in the Licence Area,
the following summary informetion:

location of the Well (co-ordinates of the Well, Block nunmber and
the name of the sedimentary basin);

tota depth of the Well in metres;

stretigraphic total depth of the Wl identified by the BEpoch
(Jurassic, Cretaceous €tc.);

Discovery of hydrocarbons, oil and/or gas or not (in case of
Discovery nether the depth nor the stratigraphy of the producing
formetion will be given);

number of tests performed including type of tests;

meximum flowrate during testing, including size of choke;

hydrocarbon types tested including gas
ol ratio;

waterdepth;

genera comments on further exploration in the basin etc.

(b) five years dfter the conpletion of any survey or any Wdl in the Licence
Area by the Company, release to any person or persons any survey data
and dl Wel logs and al operationa, technica and geologica reports
relating to such survey or Wel provided, however, that no informetion of
an interpretive nature shall be released.

Subject to the other provisions of this clause 21, the Minister may, during the
currency of an Bqloration or Production Licence held by the Conmpany, request
the consent of the Conpany to the disclosure to a third party of Petroleum Data,
informetion and reports other than those referred to in clause 21.6 for a purpose
determined by the Minister and conmrunicated to the Conpany and such consent
shall not be unreasonably withheld.

Clause 22

Employment and training

22.1

In carrying out Petroleum Operations the Conpany shal, to the maxmum extent



possible, enploy Namibian citizens having appropriate quaifications.

22.2 The Conpany mey enploy a person who is not a Nambian citizen in a post only
if the skills required in such post are not obtainable by recruitment of a Nambian
citizen and the Conpany nmay a any time be caled upon by the Minister to give
satisfactory reasons for the continued enployment of a non-citizen in any post.

22.3
@ During each year of the Bxloration Licence or any renewa thereof, the
Company shdl spend a sum which is not less than a sum equd to

................. United Sates Dollars for the purpose of the training and
education of Namibians.

(b) Of the said sum, 70 per cent shadl be pad on the date of signature and
theregfter on each anniversary of such date into the Petroleum Training
and Education Fund. The principles govemning the operation of the
training fund shall be as set out in Annexure 6.

(© Of the sad sum 30 per cent shal be epended by the Conpany on
attachments and in-house training of Nambian citizens in the fidd of
natural science, engineering, technology, accounting, economics and law
as relaed to ol and gas exloration and production to eqpose them to
petroleum industry practice and operations. The said 30 per cent shal be
epended in accordance with the principles set out in Annexure 6.

22.4 The sum refered to in clause 223 shdl be adjusted annualy by dividing such
sum by the Inflation Factor.

22,5 If the Price Index ceases to be published the Price Index contenplated in clause
224 shal for the purposes of this Agreement be such price index as may be
determined by nutua agreement between the parties to this Agreement.

22.6 Not later than six months after the grant of a Production Licence, the Conpany
shall, after consultation with the Minister or his duly authorized representative,
prepare and inplement a programme for training and enployment of Nambian
citizens in each phase and level of Petroleum Operations and for the transfer of
menagement and technica skills for the safe and efficient conduct of Petroleum
Operations.

Clause 23
Namibian goods and services

23.1 The Company shal



23.2

@

(b)

©

(d)

use and purchase goods supplied, produced and menufactured in Nambia
whenever such goods can be obtaned a prices in Nambia which are
conpetitive in intemational ters and are, in al substantive respects, of a
quality comparable with the qudity of goods from outside Namibia The
Company shal give preference to such supplier, producer or
menufacturer, unless it is able to show good cause to the satisfaction of the
Minister why such preference should not be given,

meke meximum use of contractors in Nambia where services of
comparable standards with those obtained elsewhere are available from
such contractors a conmpetitive prices and on conpetitive terms;

when it is necessary to inport vehicles, mechinery, plant or equipment and
any such vehicdes, mechinery, plant or equipment are not purchased
directly from a menufecturer, effect the purchase of the itenms through
traders operating in Namibia at conpetitive prices,

co-operate with conpanies in Nambia to enable them to develop skills
and technology to sarvice the petroleumindustry.

The Conpany shdl ensure that a term similar to this clause is contaned in its
contracts with contractors.

Clause 24

Domestic supply obligation

24.1 The Company may, a the Minister's choice, be required to sell Gude Qil in
Nambia in order to satisfy Namibia's domestic merket requirements on a pro rata
basis with other producers in Nambia according to the quantity of Qude Oil
produced by each producer. The Minister shal give the Conpany a least six
nonths notice in advance of the said requirement, and the tems of the supply in
consequence of such requirement shall be on an annud basis.

24.2

The price for Crude Qil sold in terns of clause 24.1 shall be the price for that oil

determined in accordance with clause 15.

Clause 25

Unit development

25.1

If a Petroleum Reservoir is patly situated in the Production Area of the Company

and patly in the Production Area of any other holder of a Production Licence, the



25.2

253

Minister may, for purposes of securing the nore effective recovery of Petroleum
from such Petroleum Reservoir, by notice in writing addressed and ddivered to
the Company, direct the Conmpany to enter into an agreement in writing with such
holder within such period as mey be specified in such notice in reation to the
joint development and operation of such Petroleum Reservoir and to submit

@ such agreerment forthwith to the Minister for gpproval; and

(b) if it is approved, a plan for the joint development and operation of the
Petroleum Reservoir in question.

If no plan is submitted within the period specified in the notice or within such
further period as the Minister mey dlow or, if such plan submitted is not
acceptable to the Minister, the Minister may cause to be prepared in accordance
with generally accepted practices in the intemationd petroleum industry and at
the expense of the Conpany and the other holder concemed a plan for such joint
development and operation. In the preparation of such plan the Minister shal take
into consideration any presentations mede by the Conpany and such other holder.

If the Company does not agree with the proposed plan then ether the Conpany or
the Minister may refer the metter for expert determination to an expert appointed
in tems of clause 206 which determination shal be find except that the
Conmpany mey within 60 days of such determination notify the Minister that it
elects to surrender its rights in the Discovery in lieu of paticipation in the joint
development.

Clause 26

Termination

26.1

26.2

This Agreement shal continue to be of full force and effect for such period as the
Conpany continues to hold an Bqloration Licence or a Production Licence to
which this Agreement relates and shall, subject to the terms of clause 814, be
deemed to have been termnated, if for any reason the Conpany ceases to hold
such Bqloration Licence or such Production Licence.

The Minister may by notice in writing addressed and delivered to the Company
terminate this Agreement if

@ the Conpany or the cormpany which has given a performance guarantee in
a form corresponding with the form contained in Annexure 5 is liquidated
by an order of a competent court;

(b) a resolution is passed by the Company to apply to a conpetent court for
the liquidation of the Conpany;



26.3

(© a resolution is passed by the conmpany which has given the sad
performance guarantee to apply to a competent court for the liquidation of
that Conmpany;

(d) the Conpany fals to comply with any final award mede pursuant to
arbitration proceedings conducted in tems of clause 29, unless such
liquidation is ordered or such resolution is passed for the purpose of
amelgametion or reconstruction and the Conpany has, by notice in witing
addressed and delivered to the Minister, given the Minister at least 90 days
notice of such intended amelgametion and reconstruction and the Minister
has by notice in writing addressed and delivered to the Company agpproved
of such amelgametion or reconstruction.

Notwithstanding the termination of this Agreement any rights and obligations of
the parties respectively eqressed to aise under this Agreement on the
termination thereof or any ligbility of any Paty aising out of an earier failure to
conply with any obligation in tems of this Agreement which nust be conplied
with by such Party shall be enforcesble.

Clause 27

Vis major

27.1

27.2

27.3

Any falure by the Conmpany to conply with any tems and conditions of this
Agreement shal not be regarded as a breach of this Agreement in so far as the
faillure arises from vis mgjor and if, as a result of vis mgor, the conpliance by the
Conmpany with any of the tems and conditions of this Agreement is delayed
beyond the period fixed or alowed for its conpliance the period of the delay shall
be added to the period so fixed or alowed.

When the Conpany wishes to invoke the terms of clause 27.1 it shal pronyptly
notify the Minister in wrting of the occurrence of conditions of vis mgor and
shdl teke dl reasonable steps to remove the cause thereof and to mitigate the
consequences. The Comrpany shdl pronmptly notify the Minister as soon as
conditions of vis mgor no longer prevent the Conpany from carying out its
obligations and following such notice shal resume Petroleum Operations as soon
as reasonably practicable.

In this clause the eqoression "vis mgor' means any hostility, insurrections, riots,
civil comnotions, strikes, lockouts, labour disturbances, acts of God, unavoidable
accidents, war and acts of war declared or undeclared beyond the control of the
Conpany.



Clause 28

Assignation

28.1 The Conpany nmey not assign to any person, firm, company or corporation which
IS not a paty to this Agreement any of its rights, privileges, duties or obligations under
this Agreement without the approvad of the Minister previously obtaned in every
particular case.

28.2

The Company shdl not be debared from assigning in witing its rights,
privileges, duties or obligations under this Agreement to an Affiliate, provided
tha no such assignation shdl in any way rdieve the Conpany of any of its
obligations under this Agreement.

Clause 29

Arbitration

29.1

29.2

29.3

294

Any dispute aising between the paties reaing to the construction, meaning or
effect of this Agreement or the rights or ligbilities of the paties in tems of this
Agreement shall be resolved amicably by negotiations.

If the Minister and the Company fal to resolve by way of negotiation a dispute
referred to in clause 29.1, the Minister and the Company hereby agree to submit
such dispute to aritration for finad settlement in accordance with the terms of
clause 29.3.

Any unresolved dispute referred to in clause 292 shdl be finaly settled by
arbitration in accordance with the Arbitration Rules of the United Nations
Commission on Intemnational Trade Law in force on the date on which this
Agreement is signed. Such ahbitration, unless the parties othewise agree, shal
teake place in London, England. As far as practicable the Minister and the
Conpany shdl continue to implement this Agreement during the period while the
arbitration is pending and during the arbitration.

An abitration referred to in clause 29.3 shall be undertaken by three arbitrators of
whom

@ one each shall be gppointed by the Minister and the Conpany; and

(b) one shadl be appointed by the two arbitrators appointed under paragraph
@).

If the Minister and the Conpany fall to gppoint an arbitrator within 30 days after
receipt of a written request to do so, such abitrators shal a the request of the
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29.6

other Party, if the Parties do not otherwise agree, be appointed in accordance with
the aforesaid Arbitration Rules. If the first two arbitrators, appointed as aforesaid,
fail to agree on a third abitrator within 30 days following the appointment of the
second arbitrator, the third arbitrator shall, if the Parties do not otherwise agree,
be gppointed a the request of ether Paty in accordance with the aforesad
Arbitration Rules. If an arbitrator fails or is unable to act, his successor will be
gppointed in the same manner as the arbitrator whom he succeeds.

A decision of a ngority of the abitrators shal be finad and binding upon the
Parties and the award rendered shal be find and conclusive. The aitrators shall
state in writing the reasons on which their decision was based. Judgment on the
award rendered mey be entered in any court having jurisdiction or application
mey be mede in such court for a judicid acceptance of the award and for
enforcement, as the case may be.

Any metter in dispute between the parties under clauses 59, 97, 156, 16 and
253 shdl be referred for determination by a sole expert to be appointed by
agreament between the parties hereto and falling such agreement by the President
of the British Institute of Petroleum

Clause 30

Performance guarantee

30.1

30.2

The Conpany shal secure from its holding conpany or any Affiliate which the
Minister has by notice in writing accepted an unconditiona guarantee in tems
whereof that conpany guarantees, in a form corresponding with the form
contaned in Annewre 5 the due peformance by the Company of dl its
obligations under the Petroleum Act and the Taxation Act and in tems of this
Agreerment and the licences to which it relates.

The guarantee referred to in clause 30.1 shal be executed before the signature of
this Agreement and shall be delivered to the Minister on such signature.

Clause 31

Entire agreement and amendments

31.1

31.2

This Agreement enmbodies the entire agreement and understanding between the
Conmpany and the Minister relative to the subject metter hereof, and supersedes
and replaces any provisions on the same subject in any other agreement between
the parties, whether written or ord, prior to the date of this Agreement.

This Agreement may not be amended, modified, varied or supplemented, except



by an instrurment in writing signed by the Cormpany and the Minister.

Clause 32

Waiver

32.1 The peformance of any condition or obligation to be peformed under this
Agreement shal not be deemed to have been waived or postponed, except by an
instrument in writing signed by the Paty which is clamed to have granted such
waiver or postponement.

32.2 No waver by any Paty of any one or more obligations or defaults by any other
paty in the performance of this Agreement shal operate or be construed as a
waver of any other obligations or defaults whether of a like or a different

character.
Clause 33

Applicable law

This Agreement, the interpretation thereof and any dispute aising thereunder or
associated therewith shal be governed by and determined in accordance with the laws of
Namibia.

Clause 34

Notices
34.1 Any document, notice or other communication required to be given or delivered

to the Company by the Minister or any officer authorized thereto shal be deemed
to have been so given or delivered-

@ if delivered to the General Manager or Deputy General Manager referred
to in clause 124 or to the public officer of the Conpany or operator
referred to in paragraph (b) of clause 12.5; or

(b) if left with some adult person agpparently residing a or occupying or
enployed at the registered address of the Conpany or such operator; or

(© if despatched by registered post addressed to-

0] the Company or operator at the following address:



34.3

(d)

(insert postal address of the Company or operator); or

(i) the Generd Manager or Deputy General Manager referred to in
clause 124 to the address referred to in clause 12.4; or

(i)  the public officer at its or his last known address; or

if transmtted by means of a facsimle transmission to the person
concerned at the registered office of the Conpany.

Any document, notice or other communication referred to in clause 341 which
has been given or déivered in the manner contenplated in paragraph (c) of that
clause shdl, unless the contrary is proved, be deemed to have been recaived by
the person to whom it was addressed at the time when it would, in the ordinary
course of post have arived at the place to which it was addressed.

Any document, notice or other communication required to be given or delivered

to

@

(b)

©

the Minister by the Company shdl be deemed to have been so given or
delivered if despatched by registered post addressed to the Minister a the
following address:

Ministry of Mines and Energy
Private Bag 13297
Windhoek, Namibia

the authorized officer by the Company shal be deemed to have been so
given or ddivered if despatched by registered post addressed to the officer
a the following address:

Ministry of Mines and Energy
Private Bag 13297
Windhoek, Namibia

the Minister of Fnance by the Conmpany shall be deemed to have been so
given or ddivered if despached by registered post addressed to the
Minister of Finance at the following address:

Ministry of Finance
Private Bag 13295



Windhoek, Namibia
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ANNEXURE 1
DESCRIPTION OF LICENCE AREA

(Insert description of Licence Ared)
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ANNEXURE 2
MAP OF LICENCE AREA

(Annex map of Licence Area)
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ANNEXURE 3
BANK GUARANTEE
in respect of
INITIAL EXPLORATION PERIOD
(Clause 4.7)

WHEREAS the Commpany is, under the Petroleum Agreement dated the ... day of
...................... 19.... (hereinafter referred to as "the Agreement”) entered into by and
between the Government of Nambia (hereinafter referred to as "the Covernment") and
the ABC Company Ltd. (hereinafter referred to as "the Conpany™) required-

l. to perform before the expiration of the Initial Bxploration Period defined in dause
1 of the Agreement certain minimum exploration work obligations (hereinafter
referred to as "the minimuminitia exploration work obligation™);

. to incur in the peformence of the minimum initial exploration work obligation,
mininum exloration exenditure in an amount of ... in constant
19........ price terms (Insert anount which corresponds with the amount of the
mnimum  exploration expenditure specified in  paragraph 4.1(a)(i) of the
Agreement) (hereinafter refered to as  "mininum initid  exploration
expenditure");

NOW, THEREFORE We, ....cccoovvvvevnnne. (insert name of Bank) of ... (insert
principad place of business of Bank), hereby guarantee, subject to the provisos set out
below, that on the first business day following the thirtieth day after receipt from the
Govemnment of a written demand signed by the Minister of Mines and Energy mede in
accordance with the termms hereof and stating that the Conpany has

A. faled to incur the minimum initial exploration expenditure in respect of the initia
exploration work obligation;

B. actudly incurred expenditure on the initid exploration work obligation which
anmounts to an amount (to be specified in constant 199....... price ters in constant
199....... price tems in such witten demend) which is less than the mininum
initial exploration expenditure;

C. consequently, become lidble to pay a shortfal of eqpenditure expressed in
constant 199......... price terms equal to the difference between the amount referred
to in paragraph A above and the amount specified in paragraph B above; and

D. faled to pay the Minister of Mines and Energy an amount egud to the shortfdl



referred to in paragraph C above, as adjusted by multiplying such amount by a
figure obtained by dividing the Price Index, as reported for the first time in the
nmonthly  publication "Intemationd Fnancid Satistics® of the Intemationa
Monetary Fund in the section "Prices, Production, Brployment”, for the Caendar
Month immediately preceding the day of receipt of the aforesaid written demand,
by such Price Index as so reported for the Cdendar Month in which the
Agreament has been signed,

we shall pay to the Minister of Mines and Energy the amount referred to in paragraph D
above.

PROVIDED THAT-

1

our liability hereunder shdl be limted to paying an anount not exceeding
............................. United States Dollars (insert an amount numerically greater
than the minimum initid exploration expenditure, based on an estimeted inflation
element for the Initid Bqloration Period) in respect of the initia exploration
work obligation;

our ligbility referred to in paragraph 1 shall be reduced at the end of every Quarter
by the amount of the actua expenditure incurred by the Conpany and stated in a
cetificate signed by the Company and the Minister of Mines and Energy, which
reduction shall take effect as fromthe date of receipt of such certificate by us;

this guarantee shal cone into effect as from the date of our receipt of a cetificate
signed by the Conpany and the Minister of Mines and Enegy stating tha the
Agreement has been signed by al the parties thereto;

this guarantee may not be ceded, assigned or transferred to any other person;
this guarantee shall expire on the date of-
(1) thepayment by us of al the amounts guaranteed hereunder; or

(2) the recept by us of a certificate in accordance with paragraph 2 above,
whereby ependiture actudly incurred in peformence of the initia
eploration work obligation when added to the aggregate amount of
edpenditure actudly incurred in performance of the initid exploration work
obligation, al such expenditures being adjusted to constant 199... price
terms, and stated in such cetificate previously received by us shal equa or
exceed the minimuminitial exploration expenditure;

(3) the one hundred and twentieth day after the end of the Initid Bxploration
Period as defined in clause 1 of the Agreement,

whichever is the earliest date, whereafter we shal be under no liability whatsoever



under this guarantee;

6. any cetificate required to be provided by the Conpany pursuant to paragraphs 2
and 3 above nmust be signed by a duly authorised representetive of the Cormpany;

7. any demend, certificate and notification must be sent to us &t the above address.

XYZ BANK
00000



BANK GUARANTEE
in respect of
FIRST RENEWAL EXPLORATION PERIOD
(Clause 4.7)

WHEREAS the Conpany is, under the Petroleum Agreement dated the ... day of
...................... 19.... (hereinafter referred to as "the Agreement”) entered into by and
between the Government of Nambia (hereinafter referred to as "the CGovemnment”) and
the ABC Company Ltd. (hereinafter referred to as "the Company™) required-

l. to perform before the expiration of the Frst Renewa BExploration Period defined
in clause 1 of the Agreement cetan mninmum exploration work obligations
(hereinafter refered to as "the mnimum first renewal exploration work
obligation");

. to incur in the peformence of the minimum first renewal exploration work
obligation, minimum exploration expenditure in an amount of ... in
constant 199...... price terms (Insert anpunt which corresponds with the amount
of the mninum exploration exenditure specified in paragraph 4.1(b)(i) of the
Agreament) (hereinafter refered to as "minimum first renewal  exploration
ependiture");

NOW, THEREFORE we, ..o (insert name of Bank) of ... (insert
principal place of business of Bank), hereby guarantee, subject to the provisos set out
below, that on the first business day following the thirtieth day after receipt from the
Govemment of a written demend signed by the Minister of Mines and Energy mede in
accordance with the termrs hereof and stating that the Conrpany has-

A. falled to incur the minimum first renewa exploration expenditure in respect of the
first renewal exploration work obligation;

B. actudly incurred ependiture on the first renewa exploration work obligation
which ampunts to an amount (to be specified in constant 19....... price terns in
such written demend) which is less than the minimum first renewa exploration
expenditure;

C. consequently, become lidble to pay a shortfal of expenditure expressed In
constant 199......... price ters equal to the difference between the amount referred
to in paragraph A above and the amount specified in paragraph B above; and

D. faled to pay the Minister of Mines and Energy an amount equd to the shortfal
referred to in paragreph C above, as adjusted by multiplying such anount by a
figure obtained by dividing the Price Index, as reported for the first time in the



nmonthly  publication "Intemational Hnancid Satistics® of the Intemationd
Monetary Fund in the section "Pices, Production, Enployment”, for the Cdendar
Month immediately preceding the day of receipt of the aforesaid written demend,
by such Price Index as so reported for the Cdendar Month in which the
Agreement has been signed,

we shdl pay to the Minister of Mines and Energy the anount referred to in paragraph D
above.

PROVIDED THAT -

1 our liability hereunder shdl be limted to paying an arount not exceeding
............................. United States Dollars (insert an amount numerically greater
than the mininum first renewa exploration expenditure, based on inflation during
the Initid Bqloration Period and an estimeted inflation element for the Hrst
Renewa BExploration Period) in respect of the first renewa exploration work
obligation;

2. our liability referred to in paragraph 1 shal be reduced at the end of every Quarter
by the amount of the actual expenditure incurred by the Conpany and stated in a
cetificate signed by the Company and the Minister of Mines and Energy, which
reduction shall take effect as fromthe date of receipt of such certificate by us;

3. this guarantee shdl come into effect as from the date of our recept of a
certificate signed by the Conpany and the Minister of Mines and Energy stating
that the Minister has granted the Conpany's application for the first renewa of
the licence issued under the Agreement;

4, this guarantee mey not be ceded, assigned or transferred to any other person;
5. this guarantee shall expire on the date of-
QD the payment by us of dl the amounts guaranteed hereunder; or

(2 the receipt by us of a certificate in accordance with paragraph 2 above,
whereby the expenditure actudly incurred in performance of the first
renewal exploration work obligation and stated therein, when added to the
aggregate of -

@ the sum by which eenditure actualy incurred in performence of
the initid exploration work obligation, which exceeded the
minimum initiadl  exploration expenditure and which was carried
over to the Frst Renewa Period as contenplated in clause 4.5 of
the Agreement and stated as such in a cetificate signed by the
Conpany and the Minister of Mines and Energy; and

(b) the ependiture actudly incurred in peformence of the first



renewa exploration work obligation and stated in such cetificate
previously received by us,

al such expenditures being adjusted to constant 199...... price terms, shall
equal or exceed the mnimumfirst renewal exploration expenditure;

(3 the one hundred and twentieth day after the end of the Hrst Renewd
Bxloration Period as defined in clause 1 of the Agreement,

whichever is the ealiest date, whereafter we shdl be under no liability
whatsoever under this guarantee;

6. any certificate required to be provided by the Company pursuant to paragraphs 2,
3 and 52)(@ above must be signed by a duly authorised representative of the
Corrpany;

7. any demend, certificate and notification must be sent to us at the above address.

XYZ BANK

00000



BANK GUARANTEE
in respect of
SECOND RENEWA L EXPLORATION PERIOD

(Clause 4.7)

WHEREAS the Conpany is, under the Petroleum Agreement dated the ... day of
...................... 19.... (hereinafter referred to as "the Agreement”) entered into by and
between the Covernment of Nambia (hereinafter referred to as "the Covernment”) and
the ABC Company Ltd. (hereinafter referred to as "the Conpany") required -

l. to peform before the expiration of the Second Renewal Bloration Period
defined in clause 1 of the Agreement cetan mninum exploration work
obligations (hereinafter referred to as "the minimum second renewa exploration
work obligation™);

. to incur in the peformance of the mininum second renewa exploration work
obligation, minimum exploration expenditure in an amount of ... in
constant 199..... price terms (Insert anmount which corresponds with the amount
of the mnimum exploration expenditure specified in paragraph 4.1(c)(ii) of the
Agreement) (hereinafter refered to as "minimum second renewa exploration
expenditure");

NOW, THEREFORE we, .....cccocvvivrennee (insert name of Bank) of ... (insert
principad place of business of Bank), hereby guarantee, subject to the provisos set out
below, that on the first business day following the thirtieth day after recapt from the
Govemnment of a written demend signed by the Minister of Mines and Energy mede in
accordance with the termms hereof and stating that the Conpany has

A. faled to incur the mnimum second renewa exploration ependiture in respect of
the second renewal exploration work obligation;

B. actualy incurred expenditure on the second renewal exploration work obligation
which amounts to an anount (to be specified in constant 199....... price terms in
such written demend) which is less than the minimum second renewa exploration
eenditure;

C. consequently, become liable to pay a shortfal of expenditure eqpressed In
constant 199........ price terns equa to the difference between the amount referred
to in paragraph A above and the amount specified in paragraph B above; and

D. faled to pay the Minister of Mines and Energy an anount equd to the shortfall
referred to in paragraph C above, as adjusted by multiplying such amount by a



figure obtained by dividing the Price Index as reported for the first time in the
nmonthly  publication "Intemational Hnanciad Satistics® of the Intemationd
Monetary Fund in the section "Prices, Production, Brployment”, for the Caendar
Month immediately preceding the day of receipt of the aforesaid written demend,
by such Price Index as so reported for the Cdendar Month in which the
Agreament has been signed,

we shall pay to the Minister of Mines and Energy the amount referred to in paragraph D

above.

PROVIDED THAT -

1

our liability hereunder shdl be limted to paying an anount not exceeding
............................. United States Dollars (insert an amount numerically greater
than the mnimum second renewd exploration expenditure, based on inflation
during the Initid Bqploration Period and the Frst Renewa Exploration Period
and an estimeted inflation element for the Second Renewal Bxploration Period) in
respect of the second renewa exploration work obligation;

our ligbility referred to in paragraph 1 shall be reduced at the end of every Quarter
by the amount of the actual expenditure incurred by the Conpany and stated in a
cetificate signed by the Company and the Minister of Mines and Energy, which
reduction shall take effect as fromthe date of receipt of such certificate by us;

this guarantee shadl come into effect as from the date of our receipt of a cetificate
signed by the Conpany and the Minister of Mines and Energy stating tha the
Minister has granted the Company's application for the Second Renewd of the
licence issued under the Agreement;

this guarantee may not be ceded, assigned or transferred to any other person;

this guarantee shal expire on the date of
Q) the payment by us of al the amounts guaranteed hereunder; or

2 the receipt by us of a cetificate in accordance with paragraph 2 above,
whereby the eenditure actualy incurred in performence of the second
renewal exploration work obligation, and stated therein, when added to the

aggregate of

@ the sum by which eenditure actualy incurred in performence of
the first renewd exloration work obligation exceeded the
minimum first renewa eploration eenditure and which was
caried over to the Second Renewad Bloration Period as
contenplated in clause 45 of the Agreement and stated as such in
a cetificate signed by the Conpany and the Minister of Mines and



Energy; and

(b) the ependiture actudly incurred in performance of the second
renewa exploration work obligation and stated in such certificate
previously received by us,

al such expenditures being adjusted to constant 199... price terms, shall
equal or exceed the minimum second exploration expenditure;

(3 the one hundred and twentieth day after the end of the Second Renewd
Bloration Period as defined in clause 1 of the Agreement, whichever is
the ealiest date, wheregfter we shadl be under no liability whatsoever
under this guarantee;

6. any certificate required to be provided by the Company pursuant to paragraphs 2,
3 and 52)(@ above must be signed by a duly authorised representative of the
Corrpany;

7. any demand, certificate and notification must be sent to us at the above address.

XYZ BANK
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3.1

3.2

4.1

ANNEXURE 4
ACCOUNTING PROCEDURE
(Clause 19)
Definitions

In this Annexure, unless the context indicates otherwise any word or expression to
which a meaning has been assigned in the Petroleum Agreement dated the ...
day of . 19. (hereinafter referred to as "the Agreement”) entered
into between the Government of Nambia (herenafter refered to as "the
Government”) and the ABC Conpany Ltd. (hereinafter refered to as "the
Conmpany™) and in the Taxetion Act shal have that meaning.

Purpose of accounting procedure

The purpose of the Accounting Procedure contaned in this Annexre is to
establish principles and procedures of accounting which will enable the Minister
of Hnance to nonitor the Conpany's eenditures, production and receipts so
that the Govemnment's entitlement to petroleum income tax and additiona profits
tax under the Taxation Act and to royaty under section 62, or annua charges
under section 67, of the Petroleum Act can be accurately determined.

Responsibility for maintaining accounts

Each of the entities constituting the Comrpany shal be responsible for maintaining
thelr own accounting records in order to conply fully with al lega requirements
and to support dl fiscd retums or any other accounting reports required by any
governmentd authority in relation to the Petroleum Operations.

The operator for and on behaf of dl entities constituting the Conpany shall
meintain the accounts of the Petroleum Operations under the Agreement in such a
menner so as to pemit eech such entity to fulfil the obligations under this
Aqgreement.

Documentation required to be submitted by the Company

Within 90 days of the date on which the Agreement has been signed the Minister
shall submit, to discuss and agree with the Conmpany, a proposed outline of charts
of accounts, operating records and reports, which outline shal reflect each of the
categories and sub-categories of expenditures specified in paragraph 8 and shall
be in accordance with generdly accepted and recognised accounting systenrs and
consistent with normd practice for joint venture operations of the intemationa
petroleumindustry.



4.2

4.3

4.4

5.1

5.2

Within 180 days dfter the date on which the Agreement has been signed the
Conpany shdl provide the Minister with a detailed description of the accounting
systems and procedures which it will deveop and meintan for use under the
Agreement. The Conpany shal infoom the Minister subsequently of any
significant changes it mekes to such systens and procedures.

Notwithstanding the generdity of the foregoing, the Conpany shal submit the
following statements to the Minister -

@ a production statement referred to in paragraph 11 of this Annexure;

(b) a value of production and pricing statement referred to in paragraph 12 of
this Annexure.

(© a statement of expenditure and receipts referred to in paragraph 13 of this
Annexre

(d) an additiona profits tax statement referred to in paragraph 14 of this
Annexre

(e an end- of-year statement referred to in paragraph 15 of this Annexure;
)] abudget statement referred to in paragraph 16 of this Annexure;

) a locd procurement statement refered to in paragraph 17 of this
Annexure.

(h) a decommissioning statement referred to in paragraph 18 of this Annexure

All reports and statements shal be prepared in accordance with the Agreement,
the laws of Namibia and, where there are no relevant provisions in ether of these,
in accordance with normd practice of the intermationa petroleumindustry.

Units, of account language and exchange rates

Accounts shdl be mantained in Namibian Dollars. Metric units and Barrels shall
be employed for measurements required under the Agreement and this Annexure.
The language enmployed shadl be English. When necessay for darification the
Conpany shdl aso maintan accounts and records in other languages, units of
measurement and currencies.

It is the intention of the paties that nether the Govemment nor the Commpany
should experience an exchange gain or loss a the eqpense of or to the benefit of
the other. However, should there be any gain or loss from exchange of currency,
it will be credited or charged to the accounts.



5.3

5.4

5.5

6.1

6.2

7.1

Amounts received and expenditures mede in Nambian Dollars or in United Sates
Dollars shal be converted from Namibian Dollars into United States Dollars or
from United States Dollars into Nambian Dollars on the basis of the monthly
average of the mean of the daly officid buying and sdling exhange rates
between the currencies in question as published by the Bank of Namibia for the
Calendar Month in which the relevant transaction occurred.

Anounts receved and expenditures mede in currencies other than United Sates
Dollars and Nambian Dollars shal be converted into United States Dollars or
Namibian Dollars on the basis of the monthly average of the mean of the daily
buying and sdling exchange rates between the cumrencies in question as published
by the Bank of Nambia or, faling such publication, as published in the Fnancia
Times (London edition) for the Cdendar Month in which the relevant transaction
occurred.

The average nonthly exchange rates used in accordance with paragraphs 53 and
5.4 shall be identified in the relevant statements required under paragraph 4.3.

Payments

Unless othenwise specified al suns due under the Agreement shdl be paid within
3 days following the end of the nmonth in which the obligation to meke such
payment occurs and shall be paid through a bank designated by each Party.

All suns due by one Paty to the other under the Agreement during any Quarter
shal for each day during which such sunms are overdue during such Quarter, bear
interest compounded daily a an annual rate equa to 15%.

Audit and inspection rights of Government

The Govemnment shall have the right

@ to carry out an audit in accordance with clause 19.2 of the A greement;
(b) to appoint an auditor to undertake or assist with the audit.

The expenditure incurred in respect of such audit shal be bome by the Company
as a gened and admnistrative expenditure.  Notice of any exception to the
Conpany's accounts for any Cdendar Year shal be submitted to the Conpany
within six nonths of the receipt by the Minister of the report of its auditors. The
Minister shdl ensure that such report is submitted to it within a reasonable time
after conpletion of the audit fidld work. For purposes of auditing, the Minister
mey exanine and verify a reasonable times al charges and credits relating to the
Conpany's activities under the Agreement and al books of account, accounting
entries, meterid records and inventories, vouchers, payrolls, invoices and any
other documents, correspondence and records considered by the Minister to be



7.2

7.3

8.1

necessary to audit and verfy the charges and credits. Furthermore, the auditors
shal have the right in connection with such audit to visit and inspect a reasonable
times al sites, plants, facilities, warehouses and offices of the Company directly
or indirectly serving its activities under the Agreement and to visit personned
associated with those activities.

The Company shal answer any notice of exception under paragraph 7.1 within
six nonths of the receipt of such noticee. Where the Conpany has dfter the sad
six month period falled to answer a notice of exception mede by the Minister, the
Minister's exception shal prevall, until such time as the Minister's exception is
resolved.

Without prgudice to the findity of metters as described in Clause 19 and this
paragraph all documents referred to in paragraph 7.1 shal be meintaned and
made available for inspection by the Minister for seven years following ther date
of issue,

Classification and allocation of expenditure

All expenditures relating to Petroleum Operations and qudifying in termms of the
Taxdtion Act, Petroleum Act and paragraph 9 to be taken into account in the
caculation of petroleum income tax and additiona profits tax payable under the
Taxation Act shal be classified, defined and alocated, as follows-

D eploration edenditure, being ependiture actudly incurred, whether
directly or indirectly, in or in connection with the carying out of
Bxloration Operations in or in connection with such Licence Area,
including expenditure actually incurred in respect of-

@ the acquisition of mechinery, inplements, utensils and other
articles enployed for purposes of such operations, including pipes,
well-head equipment, subsurface equipment and onshore and
offshore drilling;

(b) labour, fue, haulage, supplies, meterids and repairs in connection
with a survey or study, exluding drilling for appraisa purposes,
refered to in paragraphs (@ and (b) of the definition of
" Bxploration Operations” in section 1 of the Petroleum Act;

(© contributions to a fund or scheme, approved by the Permenent
Secretary: Fnance, in respect of any person enployed in or in
connection with Bxploration Operations;,

(d) the advancement of training and education of Nambian citizens at
institutions approved by the Pemanent Secretary: Fnance and the
provision of educationd and scientific meterids and equipment by



2

©

(f)

¢))

(h)

virtue of any term and condition of an Bxploration Licence issued
in respect of such Licence Areg;

charges, fees or rent for, or in respect, of Land or buildings
occupied for purposes of carrying out Bxploration Operations;

subject to the provisions of section 14(2) of the Taxtion Act, the
general administration and management  directly connected with
Exploration Operations,

the restoration of such Licence Area, or any part thereof, after
cessation of BExloration Operations in such area to the exdent to
which such ependiture has been incurred by virtue of any term
and condition of an Bqloration Licence issued in respect of such
Licence Areardating to safety or the prevention of pollution;

custons duty in respect of the inportation for use in or in
connection with Bxploration Operations in such Licence Area of
plant, mechinery, equipment, spare parts, meterias, supplies or
consumeble items used in or in connection with such B¢loration
Operations;

development ependiture, being expenditure actudly incurred, whether
directly or indirectly, in or in connection with the carying out of
Development Operations in or in connection with a Licence Areg,
including expenditure actually incurred in respect of

@

(b)

the acquisition of-

() mechinery, inplements, utensils and other articles used for
puposes of such operations, including pipes, units for
purposes of production, trestment and processing, well-
head equipment, subsurface equipment, enhanced recovery
systers, onshore and offshore drilling and production
platforms and petroleum storage facilities;

(i) fumiture, tools and equipment used in offices and
accommodation referred to in paragraph (e)(ii) of the
definition of "Development Operations’ in section 1 of the
Tadtion Act and in warehouses, eqort termnals,
harbours, piers, marine vessels, vehicles, notorised rolling
equipment, arcraft, fire and security stations, water and
sewage plants and power plants;

labour, fud, haulage, supplies, meterids and repairs in connection
with the drilling, laying, instdlation and construction referred to in



3

(4)

©

(d)

©

(f)

()

(h)

paragraphs (@), (b), (c), (d) and (e)(i) of the definition of
"Development Operations” in section 1 of the Taxation Act;

contributions to a fund or scheme, approved by the Permanent
Secretary: FHnance, in respect of any person employed in or in
connection with Development Operations;

the advancement of training and education of Nambian citizens a
institutions approved by the Permenent Secretary: Fnance and the
provision of educationa and scientific meterids and equipment by
virtue of any term and condition of a licence issued in respect of
such Licence Areg;

charges, fees or rent for, or in respect of, Land or buildings
occupied for purposes of carrying out Development Operations;

subject to the provisions of section 14(2) of the Taxtion Act, the
general administration and management  directly connected with
Development Operations;

the restoration of such Licence Area, or any part thereof, after
cessation of Development Operations in such Licence Area to the
edent to which such expenditure has been incurred by virtue of
any tem and condition of the licence issued in respect of such
Licence Arearelating to safety or the prevention of pollution;

customs duty in respect of the inportation for use in or in
connection with Development Operations in such Licence Area of
plant, mechinery, equipment, spare parts, meterias, supplies or
consuneble items used in or in connection with such Developrment
Operations;

production expenditure, being exenditure of an operational nature
incurred in Production Operations and which, subject to section 13 of the
Tastion Act and paragraph 9 of this Annexre, is adlowed as a generd
deduction in the determination of taxable incone in terns of section 8 of
the Taxetion Act;

general and administrative expenditure which-

@

beng the eqenditure incured on generd administration and
menagement  primerily  and  principally related to  Petroleum
Operations in or in connection with the Licence Area, conprises
and is limted to -

(i) office, field office and generd administrative expenditure



0.

(b)

©

in  Nambia, incuding supervisory, accounting and
enployee rdations sevices (exluding commissions paid
to intermediaries by the Conmpany);

(i) an annuad overhead chage for services rendered outside
Nambia and not othewise charged under this accounting
procedure, for managing Petroleum Operations and  for
steff advice and assistance including financia, legd,
accounting and ermployee relations services, provided that -

@ for the perod from the date on which the
Agreement was signed until the date on which the
first Production Licence under the Agreement is
granted by the Minister, this annud charge shal be
the Company's verifidble expenditure, but shal in
no event be greater than one per cent of the totd
expenditure incurred during the Calendar Year in or
in connection with the Licence Area and qudifying
for deduction in the computation of petroleum
income tax under the Taxation Act;

(b) for the period from the date on which the
Production Licence has been granted, the charge
shal be & an arount or rate to be agreed on
between the parties and stated in the Development
Fan approved with the grant of the Production
Licence;

(© such annua overhead charge shal be separatdy
shown in dl rlevant reports to the Minister;

shal be alocated to and form pat of exploration expenditure,
development expenditure and production expenditure and shal be
separately shown under each of these expenditure categories in all
relevant reports and staterments to the Minister;

shal be dlocated to exploration expenditure, development
eqoenditure and production expenditure incurred in each year in
proportion to the amount of exploration expenditure, development
ependiture and production expenditure incurred in such year, or in
such other equitable and consistent menner otherwise agreed upon
between the Cormpany and the Minister.

Expenditures, miscellaneous income and credits of the Company



9.1

Bxqpenditure deductible without further approval of the Government

Subject to the tems of the Agreement, the Company shal bear and pay the
following expenditure in respect of its Petroleum Operations. These expenditures
shdl be classified under the headings referred to in paragraph 8. It is hereby
agreed that, subject to the provisions of sections 8 9 and 10 of the Taxation Act
and paragraph 8, such expenditures are to be dlowable deductions under the
Taxation Act.

Q) Surface rights

This covers dl direct expenditure attributable to the acquisition, renewa
or relinquishment of surface rights acquired and meintained in force for
the Licence Area.

2 Labour and related expenditure

@ Goss sdaies and wages, including bonuses, of the Company's
enployees directly and necessaily engaged in the Petroleum
Operations, irrespective of the location of such enployees, it being
understood that in the case of those employees, only a portion of
whose time is wholly dedicated to Petroleum Operations, only that
pro rata portion of gpplicable salaries and wages will be charged.

(b) Cost to the Conpany of established plans for enployees' group life
insurance, hospitaization, conmpany pension, retirement and other
benefits of a like nature customerily granted to the Conpany's
enployees and the Conpany's eenditure regarding holiday,
vacation, sickness and disability payments gpplicable to the
sadaries and wages chargeable under subparagraph () above shall
be dlowed a actud cost, provided however that such tota
expenditure shal not exceed thirty-five per cent of the Conpany's
tota labour expenditure under subparagraph (a) above.

(© Bxenditure or contributions mede pursuant to assessments or
obligations imposed under the laws of Nambia which are
gpplicable to the Company's expenditure on salaries and wages
chargeable under subparagraph (a) above.

(d) Reasonable travel and persond ependiture of employees of the
Conpany, including those mede for travel and relocation of the
expatriate enployees assigned to Nambia al of which shdl be in
accordance with the Company's normel practice.

3 Transportation



(4)

)

(6)

The ependiture incurred in respect of transportation of employees,
equipment, meterials and supplies necessary for the conduct of Petroleum
Operations.

Charges for services

@

(b)

(©

Third party contracts

The actua eenditure incurred under contracts for technical and
other services entered into by the Company for its Petroleum
Operations, mede with third paties other than Affiliated
companies of the Company, ae deductible, provided that the
prices pad by the Conmpany ae no higher than those generdly
charged by other intemationd or domestic suppliers for
comparable work and services.

Affiliates of the Cormpany

In the case of services rendered to the Petroleum Operations by an
Affiliate of the Conmpany the charges shal be based on actud
ependiture without profits and shal be conpetitive. The charges
shal be no higher than the nost favourable prices charged by the
Affiliate to third parties for comparable services under similar
terms and conditions elsewhere.  The Conpany shall, if requested
by the Minister, specify the arount of the chages which
constitutes an dlocated proportion of the expenditure in respect of
generd menagement and technical services and the amount which
is the direct cost incurred in respect of providing specific services.
If necessary, cetified evidence regarding the basis of prices
charged may be obtained fromthe auditors of the Affiliate.

In the event that the prices and charges referred to in subparagraph
@@ and (b) above ae shown to be uncompetitive then the
Permanent Secretary: FHnance shal have the right to disdlow as a
deduction under the Taxation Act such portion as he deens fit.

Bclusively owned property

For services rendered to the Petroleum Operations through the use of
property eclusively owned by the Company, the accounts shal be
charged at rates not exceeding those prevailing in the region which reflect
the cost of ownership and operation of such property or a rates to be

agreed.

Materid and equipment



@

(b)

©

General

S fa a is practicable and consistent with efficient and
economical operation, only such neteria shal be purchased or
fumished by the Company for use in the Petroleum Operations as
mey be required for use in the reasonably foreseeable future and
the accurmulation of surplus stocks shal be avoided. Materid and
equipment held in inventory shal only be charged to the accounts
when such metend is removed from inventory and used in
Petroleum Operations.

Warranty of meterid

The Company does not warrant meterid beyond the supplier's or
menufacturer's guarantee and, in the case of defective material or
equipment, any adjustment received by the Conpany from the
suppliers or menufacturers or their agents will be credited to the
accounts under the Agreement.

Vaue of meterid charged to the accounts under the Agreement

(0 Bxcept as otherwise provided in subparagraph (i) below,
meterid purchased by the Conpany for use in the
Petroleum Operations shal be vaued to include invoice
price less trade and cash discounts, if any, purchase and
procurement fees plus freight and forwarding charges
between point of supply and point of shipment, freight to
port of destination, insurance, taxes, custom duties,
consular fees, other items chargesble against inported
meteria and, where gpplicable, handling and transportation
costs from point of importation to warehouse or operating
site, and its costs shal not exceed those currently prevailing
in normel armrs length transactions on the open merket.

(i) Materid purchased from or sold to Affiliated conpanies of
the Conpany or transferred to or from activities of the
Conpany other than Petroleum Operations under the
Aqgreament-

@ in the case of new meterid (hereinafter referred to
as condition A), shal be vdued a the current
international price which shal not exceed the price
prevailing in normel ams length transactions on the
open market;

(b) in the case of used meterid which is in sound and



(7)

saviceable condition and is suitable for re-use
without reconditioning (hereinafter refered to as
condition B), shal be priced a not nore than
seventy-five per cent of the cumrent price of the
aboverentioned new meterials;

(© in the case of used meterid which cannot be
classified as conditon B, but which, after
reconditioning, will be further servicesble for
origind function as good second hand condition B
meteria or is servicesble for origina function, but
substantidly not  suitable  for  reconditioning
(hereinafter referred to as condition C) , shal be
priced a not nore than fifty per cent of the current
price of the new materia refered to above as
condition A.

The cost of reconditioning shdl be chaged to the
reconditioned rmeteria, provided that the condition C
meterid vaue plus the cost of reconditioning does not
exceed the value of condition B meterial.

Materid which cannot be classified as condition B or
condition C shdl be priced a a value commensurate with
its use.

Materid involving erection expenditure shal be charged at
the applicable condition percentage of the current knocked
down price of new meteria referred to above as condition
A.

When the use of meterid is temporary and its service to the
Petroleum Operations does not justify the reduction in price
in relation to neterids referred to above as conditions B
and C, such neteria shdl be priced on a basis that will
result in a net charge to the accounts under the Agreement
consistent with the value of the service rendered.

Insurance and losses

Insurance premunms and expenditure incurred for insurance pursuant to
clause 17 of the Agreement are deductible, provided that if such insurance
is wholly or patly placed with an Affiliated conpany of the Comrpany
such premums and eenditure shal be deductible only to the exent
genedly charged by conmpetitive insurance conpanies other than an
Affiliasted conmpany of the Conpany. BExpenditure and losses incurred as a
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(8)

9

conseguence of events which are, and in so far as, not mede good by
insurance ae deductible, unless such eqenditure has resulted solely from
an act of willful misconduct or negligence of the Corpany.

Training expenditure

All expenditure incurred by the Conpany in traning of its Nambian
enployees engaged in the Petroleum Operations and such other training as
Is required under clause 22 of the Agreement is deductible.

General and administrative expenditure

The expenditure described in paragraph 8.1(4) is deductible.

Bxenditure not deductible under the Agreement

The following ependiture shal not be deductible in the conputation of
petroleum income tax and additional profits tax-

@

(b)

©

(d)

©
(f)

)
(h)

All ependiture incurred before the date on which the Agreement was
signed.

Interest and any other finance charges or fees incurred on loans raised by
the Company, except as is provided under section 8@)(iv) of the Taxation
Act.

Petroleum merketing or transportation expenditure of Petroleum beyond
the actud loading point of the Conmpany for export from Nambia in the
case of Qude Ol and in the case of Natural Gas the geographica point of
sde.

The cost of obtaning and mantaning the bank guarantee and the
performence guarantee required under the Agreement (and any other
amounts spent on indemmities with regard to non-fulfilment of contractua
obligations).

Donations and charitable contributions.

Expenditure incurred in relation to arbitration and the sole expert in
respect of any dispute under the Agreement.

Fines and penadlties imposed by courts of law in Nambia.
The premum of 500 per cent and the additiona amounts of 200 per cent

and 600 per cent payable to the Government under clauses 814(c) and
104 of the Agreement.
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9.4

(0 The interest payable to the Government in tems of clause 1114 of the
Agreement.

()] Bxenditure incurred as a result of willful misconduct or negligence of the
Company.

(K) Any ependiture which by reference to generd oil industry practices can
be shown to be excessive.

Other expenditure

Other expenditure not covered or dedlt with in the provisions of this paragraph 9
and which is incurred by the Conpany for the necessary and proper conduct of
the Petroleum Operations is only deductible with the prior approva in writing of
the Permanent Secretary: Finance.

Miscellaneous inconme and credits under the Agreement

The proceeds received from or in connection with Petroleum Operations shal be
credited to the accounts under the Agreement and shal be treated as
miscellaneous gross income chargesble to both petroleum income tax and
additiond profits tax pursuant to the Taxation Act. Such proceeds include but are
not limited to the following:-

@ The net proceeds of any insurance or clam in connection with the
Petroleum Operations or any assets charged to the accounts under the
Agreement when such operations or assets were insured and the premuns
charged to the accounts under the Agreement.

(b) Revenue received from third parties or Affiliated companies for the use of
property or assets charged to the accounts under the Agreement.

(© Any adjustment received by the Company from the suppliers or
menufecturers or thelr agents in connection with defective meterid the
ependiture of which was previously charged by the Conpany to the
accounts under the Agreement.

(d) Rentals, refunds or other credits received by the Conpany which apply to
any charge which has been mede to the accounts under the Agreement, but
ecluding any award granted to the Conpany under arbitration or sole
expert proceedings referred to in paragraph 9.2(f) above.

(e The prices origindly charged to the accounts under the Agreement for
meterids subsequently exported from Nambia without being used in the
Petroleum Operations.
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® The proceeds from the sde or exhange by the Company of plant or
facilities from the Licence Area or plant or facilities the acquisition
ependiture of which have been charged to the accounts under the
Aqgreement.

Q) The proceeds from the sale or exchange by the Company of any Petroleum
rights being an interest in its Licence Area.

(h) The proceeds from the sae of any Petroleum informetion which relates to
the Licence Area provided that the expenditure incurred in respect of the
acquisition of such inforetion has been charged to the accounts under the
Agreement.

(0 The proceeds derived from the sde or licence of any intellectua property
the development costs of which were incurred under the Agreement.

Duplication of charges and credits

Notwithstanding any term to the contrary in this Annexure, it is agreed that there
shall be no duplication of charges or credits to the accounts under the Agreement.

Records and valuation of assets

The Conpany shal keep and maintain detailed records of assets in use for or in
connection with Petroleum Operations in accordance with normal  accounting
practices in exploration and production activities of the intemnationa petroleum
industry.

The Company shal fumish particulars to the Minister by notice in writing
addressed and ddivered to the Minister a six nmonthly intervals of al assets
acquired by the Company to be used for or in connection with Petroleum
Operations during the period immediately preceding the delivery of such notice.

The Company shall-

@ not less than once every twelve nonths with respect to nmovable assets,
and

(b) not less than once every four years with respect to Immovable Assets, take
an inventory of the assets used for or in connection with Petroleum
Operations in temms of the Agreement and address and ddiver such
inventory to the Minister together with a written statement of the
principles upon which vauation of the assets mentioned in such inventory
has been based.
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The Conpany shdl give the Minister a least 30 days notice in writing addressed
and ddivered to the Minister of its intention to take the inventory referred to in
paragraph 103 and the Minister shal have the right to be represented when such
inventory is taken.

When an assignation of rights under the Agreement tekes place a specid
inventory shal be taken by the Conmpany at the request of the assignee provided
that the cost of such inventory is bome by the assignee and paid to the Conpany.

In order to give effect to clauses 175 and 17.6 of the Agreement the Company
shal provide the Govemnment with a conprehensive list of al reevant assets
when requested by the Minister to do so.

Production statement

The Conpany shdl, not later than seven days after the end of the first Cdendar
Month during which Petroleum is produced from the Licence Area, and thereafter
not later than seven days after the end of every succeeding Cdendar Month,
prepare and submt to the Minister a production statement containing the
following particulars in each respect of each Production Area in the Licence Area
and for the Licence Area

@ The quantity, grades and gravity of Grude Oil Produced and Saved,

(b) the quantity and conmposition of Natural Gas Produced and Saved;

(© the quantities of Crude Ol and Natural Gas used for purposes of carrying
on drlling and Production Operations and punping to field storage, as
wdl as quantities injected into the formetions, each such use to be
separately identified;

(d) the quantity of Petroleum unavoidably lost;

(e the quantity of Naturd Ges flared;

® the size of Petroleum stocks held a the beginning of the Cdendar Month
in question;

Q) the sizz of Petroleum stocks held a the end of the Cdendar Month in
question;

(h) the number of days in the Cdendar Month during which Petroleum was
produced fromeach Production Areain the Licence Area.

The Minister may by notice in writing addressed and ddivered to the Conpany
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direct that any other particulars relating to Petroleum Operations be included in
the production statement referred to in paragraph 111 and the Conpany shall
conply pronptly with such regquest.

The Company shdl, not later than seven days after the end of each Quarter
address and ddiver to the Commissioner aggregated statements containing the
particulars referred to in items (@) to (h) of paragraph 11.1 in respect of the three
nmonths conprising that Quarter.

Value of production and pricing statement

The Company shal, for purposes of clause 15 of the Agreement, prepare a
statement providing caculations of the vaue of each qudity of Nambian Cude
Oil Produced and Saved from the Licence Area during each Quarter which shall
contain the following informetion:

@ The quantities of Nambian Qude Ol sold a amns length during the
Quarter in question by the Company, the prices redized and receipts
obtained for such sdes;

(b) the quantities of Nambian Qude Ol sold other than to third parties during
the Quarter in question by the Company, the prices redised and receipts
obtained for such sdes;

(© the quantities of Crude Oil appropriated by the Conpany to refining or
other processing without being othewise disposed of in the form of Crude
Qil;

(d) the quantity and vaue of stocks of Qude Oil held a the beginning of the
Quarter in question;

(e the quantity and vaue of stocks of Crude Oil held at the end of the Quarter
in question;

) the percentage volume of total sades of Nambian Crude Oil mede by the
Conpany during the Quarter that are ams length sales to third parties
other than sales maede pursuant to clause 24 of the Agreement;

Q) the percentage volume of tota sales of Nambian Crude Oil mede by the
Conpany during the Quarter that are ams length sales to third parties
pursuant to clause 24 of the Agreement;

(h) the Conpany's estimete, pursuant to clause 15 of the Agreement, of the
market price of Namibian Crude Oil Produced and Saved for the Quarter;
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(i) dl other informetion available to the Conpany, if rdevant for the
purposes of clause 15 of the Agreement, concemning the prices of the
selection of mgor conpetitive crude oils, including  contract prices,
discounts and premiums, and prices obtained on the spot markets.

At the time of the development of the first Discovery of Natura Gas, the Minister
and the Conpany shall agree on an appropriate formet for reporting the vaue of
Natural Gas sold or disposed of.

The vadue of production and pricing statement for each Quarter shal be submitted
to the Conmissioner not later than 15 days after the end of the Quarter to which
such vaue of production and pricing staterment relate.

Expenditure and receipts statement

The Company shal prepare in respect of each Cdendar Month a statement of
ependiture and receipts under the Agreement. The statement will distinguish
between exploration exenditure, development exenditure and production
ependiture and shal separately identify mgor itens of expenditure within those
categories. The statement of recepts shal distinguish between income from the
sde of Petroleum and miscellaneous inconme of the sort itemised in paragraph 94
of this Annexre. If the Minister is not satisfied with the degree of disaggregation
within the said categories, he may request a nore detailed disaggregation and the
Conpany shdl comply pronmptly with such request. The statement will show the
following:-

@ Actua expenditure and receipts for the Cdendar Month in question.
(b) Cumulative expenditure and receipts for the budget year in question.

(© Latest forecast of cunmulative expenditure and receipts at the Cdendar
Year end.

(d) Variations between budget forecast and latest forecast, with explanations
thereof.

At the end of each Quarter aggregated statements in respect of the three nonths
conprising that Quarter shall be submitted for each of the itens (8 to (d) in
paragraph 13.1 above.

The statement of expenditure and receipts for each Cdendar Month or Quarter
shal be submitted to the Minister no later than 15 days after the end of such
Cdendar Month or Quarter.
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Additional profits tax statement

The Company shal prepare with respect to each Cdendar Year an additional
profits tax statement containing the following infonmetion:

@ The vaue of net cash recepts for the Cdendar Year, identifying
separately each of the categories of gross income and alowable
deductions provided in the Taxation Act.

(b) The appropriate vaue of the Price Index for the Calendar Year.

(© The vdue of the first accunulated net cash position, second accunulated
net cash position and the third accunulated net cash position for the tax
year.

(d) The vaue of the first accumulated net cash position, the second
accumulated net cash position and the third accunulated net cash position
at the end of the preceding tax year.

(e The amount of additional profits tax payable with respect to the first
accunulated net cash position, the second accunulated net cash position
and the third accumulated net cash position for the tax year.

® The tota amount of additional profits tax payable for the tax year.

The informetion required in tems of paragraph 141 shal be presented in
sufficient detall so as to enable the Minister to verify the timing and amount of
additiond profits tax payments.

The Covernment reserves the right to cal for additional profits tax statements
nore frequently than annudly in order to satisfy the objective set out in paragraph
14.2 above.

The additiona profits tax statement for each tax year shal be submitted to the
Minister no later than 60 days after the end of such Cdendar Year.

End-of-year statement

The Conpany shal prepare a definitive end-of-year statement. The statement
shall contain aggregated informetion for the Cdendar Year in the same formet as
required in the production statement, the vaue of production and pricing
statement, and the expenditure and receipts statement, but will be based on actua
quantities of Petroleum produced, income received and expenditure incurred.

The end-of-year statement for each Calendar Year shal, except in the case of the
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production statement, be submitted to the Minister within 60 days of the end of
such Cdendar Year. The end-of-year production statement shal be submitted
within 14 days of the end of each Year.

Budget statement

The Company shdl prepare an annua budget statement. This statement shall
distinguish  between exploration expenditure, development expenditure, and
production expenditure and shall show the following:

@ Forecast expenditure and receipts for the Cdendar Year under the
Agreement.

(b) Cunulative expenditure and receipts to the end of the said Calendar Year.

(© A schedule showing the nost important and individua items of
expenditure for the said Calendar Year.

(d) A schedule indicating the planned exqenditure on the purchase of
Namibian goods and services pursuant to clause 23 of the Agreement.

The budget statement shal be submitted to the Minister with respect to each
budget year no less than 90 days before the start of the Calendar Year except in
the case of the Cdendar Year in which the date on which the Agreement has been
signed fdls, when the budget staterment shdl be submitted within 30 days of the
date on which the Agreement has been signed.

Local procurement statement

In furtherance of the obligation in clause 23 of the Agreement for the Conpany to
purchase Namibian goods and services the Conpany shal prepare in respect of
each Cdendar Year a loca procurement statement, containing the following
informetion:

@ The amount of egenditure incurred by the Conpany directly, or
indirectly through its sub-contractors, on goods supplied, produced or
menufactured in Namibig;

(b) the amount of expenditure incurred by the Cormpany directly, or indirectly
through its sub-contractors, on services provided by Namibian entities;

(© the respective percentages that the expenditures recorded under itens (a)
and (b) above represent of the Company's tota expenditures;
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a detaled description of the procedures adopted during the Year to
identify and purchase goods and services from Namibian suppliers; and

a detalled exposition of how the locd purchases for the Year as recorded
under itens (@ and (b) above conpared with the projected purchases
included in the budget staterment for that Year (pursuant to item (d) of sub-
paragraph 161 of this Annexre), with exlanations for any significant
vaiations;

The loca procurement statement shal be submitted to the Minister within 60 days
after the end of each Calendar Year.

Decommissioning statement

In furtherance of its obligation to decommission facilities used in Petroleum
Operations in accordance with the Decommissioning Pan, the Cormpany shall
prepare in respect of each Calendar Year after the grant of a Production Licence a
deconmmissioning  statement, containing the following informetion velid as at the
end of the Year:

@

(b)

(©

(d)

©

(f)

()

(h)

where applicable, tota cumulative production of Petroleum from the
Production Areg;

estimated total recoverable reserves of Petroleum from the Production
Area

the estimated date by which 50% of the estimated tota recoverable
reserves of Petroleum fromthe Production Areawill have been produced;

the estimeted future totd cost of deconmissioning the facilities in the
Production Areg, and of any facilities outside the Production Areg;

where applicable, the anount to be deposited by the Company into any
rlevant Trust Fund in respect of the Year, setting out how the anmount has
been calculated;

where gpplicable, the amount actudly paid into the Trust Fund by the
Conpany in respect of the Year;

where applicable, the amount of expenditure incurred by the Conmpany on
actudly deconmissioning the facilities in the Year; and

where gpplicable, the amount of any noney received by the Conpany in
the Year fromthe Trust Fund.
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submitted by the Conpany to the Conmissioner not later than 30 days after the
end of the Year.

Revision of accounting procedure

The ters of this Annexure may be amended by agreement between the Conpany
and the GCovernment. The amendments shdl be mede in writing and shadl state
the date upon which the amendments shall becorme effective.

Conflict with Agreement

In the event of any conflict between the terms of the Taxation Act, this Annexure
and the Agreement the ters of the Agreement and the Taxation Act shall prevail.
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ANNEXURES5

PERFORM ANCE GUARANTEE
(Clause 30)

WHEREAS the DEF Conmpany, a Conpany duly incorporated and registered in .............
having its registered office a ................ , (hereinafter referred to as "the Quarantor”) is the
owner of 100% of the share capital of the ABC Conpany Ltd. (hereinafter referred to as
"the Company™) and its parent conrpany; and

WHEREAS the Company is a Party to the Petroleum Agreement dated the ... day of
...................... 19., (hereinafter referred to as "the Agreement”) entered into with the
Government of Namibia (hereinafter referred to as "the Government”); and

WHEREAS the DB Conpany wishes to guarantee the performance of the Company or
its Affiliated assignee under the Agreement;

NOW, THEREFORE the Quarantor hereby-

@ unconditionaly and irrevocably guarantees to the CGovemnnment that it will meke
available or cause to be made available to the Company or any other directly or
indirectly owned subsidiary or Affiliate of the Quarantor to which any part or al
of the Conpany's rights or interest under the Agreement mey subsequently be
assigned ("Affilisted assignee"), resources required to ensure that the Conpany or
an Affiliated assignee can cary out its obligations as set forth in the Agreement;

(b) unconditionally and imevocably guarantees to the Covemment the due and
punctua conpliance by the Conpany (or Affiliated assignee) with any
obligations of the Conrpany (or Affilisted assignee) under the Agreement;

(© undertakes to the Covemnment that if the Conpany (or any Affilisted assignee)
defaults on any of its obligations under the Agreement, then the Quarantor will
fulfill or cause to be fulfilled the said obligations in place of the Company (or any
Affilisted assignee);

(d) declares that this guarantee shal exqire on termination of the Agreement and any
clans aising out of events during the period of validity of this guarantee nmust be
submitted to the undersigned not later than 30 nonths subsequent to the date the
clamarose.

DEF Company Ltd.
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ANNEXURE 6

PRINCIPLES GOVERNING THE TRAINING SCHEM E
OF THE MINISTRY OF MINES AND ENERGY ("MME")

The totad amount of training support offered by the gpplicant in tems of the
requirements of section 14(b) of the Petroleum (Bxploration and Production) Act,
1991, as amrended by the Petroleum (Bqloration and Production) Amendment
Act, 1993, will be subdivided into two parts, to be dlocated to:

Attachments and in-house training - 30 per cent,

Institution  building, scholarships, and science, enginesing and technology
pronotion - 70 per cent.

The dlocations for 1.2 (70 per cent of the gross sum) shall be mede payable to the
Trust Fund known as the Petroleum Education and Traning Fund
(PETROFUND). The allocation of these funds to beneficiaries shall be decided
upon by the Board of Trustees of PETROFUND. The Board of Trustees of
PETROFUND shall consist of five representatives from MME and NAMCOR,
one from the Ministry of Education and three from the operating oil conmpanies.
The dlocation for 1.1 (30 per cent of the gross sum) shal be expended directly by
each individua Cornmpany in accordance with the following principles.

ATTACHMENTSAND IN-HOUSE TRAINING

Objectives: To tran Nanmibian citizens in the field of naturd science, engineering and

21

2.2

technology as related to ol and gas exloration and production, by
ejosing themto company practice and operation.

Recommended Helds of attachments and in-house training

Geology and geophysics related to oil exploration and production
Construction and reservoir enginering

Drilling practice and technology

Qil production practice and technology

Economics of oil exploration and production

Recruitment of candidates

It will be the responsibility of the licensee to recruit suitable candidates through
the locd public media or through direct nominations by MME and to appoint such
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candidates in consultation with the MME
Reporting on training activities

The licensee shdl report to the MME on an annud basis the detalls of the number,
kind and cost of attachments or training positions created, filled and maintained
through the inmediate past year and the performance of the incumbents. If the
totd expenditure on these activities comes to less than 30 percent of the gross sum
voted for training in terms of section 14(b) of the Petroleum Act, the outstanding
amount shal be pad into the Training Fund.

INSTITUTION BUILDING

Objective:  To strengthen Nambian research, education and training institutions by
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providing infrastructure to enhance the qudity of such research education and
training.

Nomination of institutions

The MME shdl nominate institutions where support is needed, and give details of
the kind of support and cost involved.

It is envisaged that the typica beneficiaies will be tertiary institutions at which
science, enginegring and technology are being taught and research institutions
where advanced research in oil and gas-related disciplines are being done. Such
support mey be applied to equipment, the temporary provision of teaching staff,
and in cases of severe need only, to the erection of buildings.

Allocation of funds

The Board of Trustees of PETROFUND shal select from the nominated
institutions the projects that show the nost meit in tems of the generd
development in Namibia of naturd science engineering and technology, on the
one hand, and the oil and gas exloration and production industry, on the other
hand. In the allocation of funds, the Board of Trustees of PETROFUND shall
dso keep in mnd the longer term needs of the country beyond the sphere of
petroleum, non- petroleum minerals and mning.

Reporting by beneficiaries
It will be expected from the beneficiaries to report in detal how the financia

support was epended and how the new facility was integrated in the activities of
the rdlevant institutions.
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SCHOLARSHIPS

Objective:  To enhance education and traning in naturd science, methersics,
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enginegring, and technology in Nambia by inprovement of the quadlity
and quantity of teaching staff in these subjects in secondary schools as
well as in post-school institutions.

To strengthen the core of Nambians engaged in the professions of naturd
science, enginesring and technology outside teaching.

Recruitment

The candidates for graduate and post-graduate studies and research a tertiary
institutions both within and outside Nambia shdl be recruited through the locd
public media by the Board of Trustees of PETROFUND.

The Board of Trustees of PETROFUND shal select the candidates on merit with
due regard to the medium and short-term requirements of the country so as to
create a balanced supply of naturd scientists, enginears and technologists to the
industry and natura science, metheetics, engineering and technica teachers to
the teaching institutions.

NATURAL SCIENCE, ENGINEERING AND TECHNOLOGY
PROMOTION

Objective:  To foster awareness of and promote knowledge of natura science,

5.1

methemetics, enginesring and technology over a broad spectrum of the
population by exposing them to selected pronmotiona activities in the
relevant fields.

The Boad of Trustees of PETROFUND shal be responsible for an ongoing
programme of pronmotion of natura science, engineering and technology through
the organization of lectures, conferences, workshops, short courses, Olympiads,
conpetitions etc. The target group of the population should range from primary
schools right through to qudified professionals.

EMPHASISFOR THE MEDIUM TERM

The enphasis in this docunent is strongly biased to naturad science, engineering
and technology because these ae the fidds in which Nambia seens to lack
adequate menpower.  Should, however, the future needs change, the ains and
objectives as well as target groups of the population as proposed here shal be
reviewed by the Board of Trustees of PETROFUND to suit the circurmstances.



ANNEXURE 7

PRINCIPLES GOVERNING THE USE OF FUNDS PAID TO NAM COR FOR

ENVIRONMENTAL STUDIES

The amounts paid under clause 1115 of this agreement to NAMCOR will be fully
accounted for by NAMCOR and will be fully audited by NAMCORs auditors.
The dlocation and utilisation of these funds will be decided upon by NAMCOR
in consultation with al oil exploration/production licensees and representatives

from the Ministry of Hsheries and Maine Resources and the Ministry of the
Environment and Tourism

Funds will be used, amongst other purposes, for:

@

(b)
©

(d)

€

collecting weather and drifter buoy data needed for reiable oil spill drift
nmodelling and for effective ol spill contingency planning;

long-term collecting of wave and current data;

long-term collecting of marine and weather data that will be needed for design of
offshore installations;

periodic monitoring of levels of pollution during production drilling and
production using intemationally accepted methods of monitoring;

any other environment-related studies that the govemment ministries or the
licensees fedl are needed and relevant.



