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I. BACKGROUND 

Ir. 1979, the Ifinistry of Lands, Mines and Energy commissioned Ferran? and 
Associates, a geological consuiting fim ir. Houston to evaluate the 
hydrocarbon potentid of Liberia. The work was financed by a World Bank 
loan and consisted of two phases. The first phase dealt the gathering, 
reprocessing and interpretation of previous geophysical an? geological data, 
and a report was submitted in April 1980. The second phase consisted of the 
acquisitioc, processing and interpretation of 2,500 kilometers of new 
geophysical data. This new information was consolidated with the previous 
information and delivered to the Government in early 1982. The seismic was 
shot by CGG and was mostly on the Continental Shelf, although some lines 
extended into the slope area. The Ministry believes that the new seismic 
information indicates that certain of the four exploratory wells drilled in 
the 1969-70 period missed their targets. The World Bank loan was also used 
to develop a new model contract with the assistance of Duncan, Allan, and 
Mitchell, a Washington law firm which has some experience in the preparation 
of production sharing agreements. The total value of the World Bank loan 
was $5 million and the Government of the Ivory Coast has also contributed $1 
million to the effort. 

As shown in Figure 1 the offshore areas have been divided into 5 blocks on 
the Continental Shelf (defined for ,the purposes of this exercise as repre- 
senting the seabed up to a submerged depth of approximately 200 meters) 
These 5 blocks range from 2,000 to 3,500 square kilometers in area with the 
exception of Block H5 which is approximately 8,000 square kilometers. In 
addition, the slope (representing the transitional area of seabed linking 
the Continental Shelf and the deep sea floor up to a depth of about 3,000 
meters) has been sub-divided into four blocks ranging from 6,400 square 
kilometers to 9,800 square kilometers. The companies were required to 
submit proposals by June 30, 1982 indicating a minimum drilling program and 
expenditure commitment as well as the percentage of production which the 
Government would receive under a production sharing agreement. The 
submission deadline was subsequently extended to September 30. Only 
companies which agreed to purchase the Ferrand report ($50,000), the 1981 
geophysical survey data ($250,000), and the previous technical data 
($50,000) for a total of $350,000 were qualified to propose. To date only 
four companies are understood to have purchased any data. Chevron and Elf 
purchased the Ferrand report and Marathon purchased the Ferrand report and 
the old data. Only one company, Amoco, has purchased the old data, the new 
data and the Ferrand report. This response has clearly been a 
disappointment. 

Up to now the Liberian promotional efforts have been confined to holding two 
seminars--one in early April in Monrovia and a second in Houston from April 
21 to 23. During these seminars, the first day was devoted to the geolo- 
gical presentation by Ferrand and Associates, the second day dealt with 
legal and contractual matters and the third day was largely devoted to 
informal contacts. A list of the attendees at both seminars is given in 
Table 1. 

/h mhur D. Little, Inc. 
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T A B L E  1 

L I B E R I A :  EXPLORATION PROMOTION 

COMPANIES ATTENDING MONRO\'IL, AND HOUSTOK C O N F E R E N C E S  

Nonrovi a 

Agip 
Amoco 
Bentley International 
B . P .  
Burmah Oil 
Chevron 
Cl u Enterprises, Inc. 
Cresent Oil 
Del t a  Oi 1 
Demi nex 
Durkee Drilling 
El f 
Esso/ Exxon 
Gul f 
Hispanics de Petroleos S . A .  
H u n t  Oil Co. 
Katana 
Liberia Offshore Oil Corp. 
LPRC 
Mapco 
Marathon 
Mobi 1 
Petrobras 
Petrof i na 
Phil1 ips 
Richland Oil 
Shel 1 
Total 

Houston 

Amoco 
Arco 
B a i  rd 
Chevron 
Cities Services 
Conoco 
Esso 
Getty 
Gul f 
Hudbay 
Husky Oil International 
Katana 
Ladd Petrol eum Corp. 
Liberia Offshore 
Bennett Energy 
Odeco Oil & Gas 
oxoco 
Pecten (Shel 1 ) 
Petrof i na 
Phil 1 ips 
Superior 
Terra Resources 
Texaco 
Texas Eastern 
Transworl d 
Union Texas 

/?l Arthur D. Little, Inc. 



Tne Liber ians  hzve noted e dramatic change i n  t he  a t t i t u d e  of companies 
betweec e a r l y  1981 and the  present .  There has been a  f u r t h e r  s i g n i f i c a n t  
d e t e r i o r a t i o n  i n  i n t e r e s t  from the  time the  seminars were held i n  Apri l .  I n  
e a r l y  1981 P h i l l i p s ,  AGI?  and TOTAL appeared i n t e r e s t ed  i n  acquir ing t he  
e n t i r e  shel f  area  and AGIP ind ica ted  i t  would repay the  Forld Bank loan. In  
ad? i t ion ,  Getry, among o the r s ,  showed s t rong i n t e r e s t .  The a r ea  of p i m a 7  
i n t e r e s t  appeared t o  extend from a l i n e  half-way between Block Hz t o  the  
eas te rn  edge of Block H 4  and extending beyond the  shel f  t o  t h e  s lope and 
r i s e  a r ea s .  

The f i r s t  se ismic  was shot  i n  L iber ia  i n  1968 by Conoco and Chevron with 
subsequent surveys a s  shown i n  Table 2. Concessions were awarded i n  1969 t o  
Union Carbide (with Ashland a s  a  p a r t n e r ) ,  Chevron (with Amoco a s  a  
p a r t n e r ) ,  F ron t i e r  I n t e rna t i ona l ,  and Syracuse O i l s .  These concessions were 
re l inquished i n  1972 a f t e r  t he  d r i l l i n g  of four  we l l s  during 1971, none of 
which reached basement although two bottomed i n  r i f t - a s soc i a t ed  volcanics .  
Union Carbide d r i l l e d  two we l l s ,  Al-1 t o  5,500 f e e t  and A2-1 t o  10,400 f e e t .  
Chevron d r i l l e d  one we l l ,  11B-1 t o  9,600 f e e t  and t h e  F ron t i e r  group d r i l l e d  
Cestos No. 1  t o  10,400 f e e t .  A l l  we l l s  encountered shows but  e i t h e r  d r i l l  
stem t e s t s  were not  performed o r  were unsuccessful .  The Liber ians  have 
found i t  d i f f i c u l t  t o  ob ta in  a l l  the  pa s t  da ta  s ince  Union Carbide has s ince  
ceased i n t e r n a t i o n a l  exp lora t ion ,  Syracuse has been taken over by Bow 
Valley,  and F ron t i e r  (a subsidiary  of Husky) was taken over by Nova. 

It i s  noted i n  t h e  Ferrand geo log ica l  r epo r t  t h a t  t he r e  was an absence of 
good r e s e r v o i r s  i n  t h e  a r ea s  d r i l l e d ,  together  with s i g n i f i c a n t  i n t e rp r e t a -  
t i o n a l  problems. On t h e  o ther  hand, on t he  favorable  s i de ,  t h e  r epo r t  no tes  
a r ea s  of t h i c k  sediments ( p a r t i c u l a r l y  on t h e  s l ope ) ,  organic-rich thennally-  
mature sha l e s ,  ind iv idua l  sand i n t e r v a l s  wi th  f a i r  t o  good p o r o s i t i e s ,  
p o t e n t i a l  s t r u c t u r a l  and s t r a t i g r a p h i c  t r a p s ,  and hydrocarbon shows i n  t he  
wells d r i l l e d .  

Given t h e  somewhat d isappoint ing response of t h e  companies t o  t h e i r  promo- 
t i o n a l  e f f o r t s ,  t h e  Liber ian  Government requested USAID t o  undertake an 
independent review of t h e  promotion process ,  t o  t r y  t o  a s s e s s  t he  reasons 
f o r  t he  negat ive  r eac t i on  of t h e  companies and t o  advise  on f u t u r e  s t r a t egy .  
This review has  been undertaken during t h e  l a s t  t h r e e  months by Arthur D. 
L i t t l e ,  Inc . ,  on behalf  of USAID. The review process  consis ted  of conduct- 
ing  informal d iscuss ions  wi th  a  number of companies, and reviewing t h e  terms 
of t h e  proposed L iber ian  Model Contract .  F ina l l y ,  considera t ion was given 
t o  t h e  promotion process used by t he  Liber ians  and suggestions a r e  made a s  
t o  how t o  proceed i n  t h e  fu tu re .  

/@ Arthur D. Little, &. 
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- T 
LA. CO?PAE\? T'IET?S Oh' TEE LIBERIAK EXPLORATIOK PROMOTIOR EFFORT 

\hen considering new areas, exploration companies move along a decision tree 
2 s  follows: 

a Geoloev 

Does the area offer favorable geological prospects? And if so, 

e Terms 

Does it appear that terms can be negotiated with the Government's 
current administration which properly reflect the economics of 
finding and development in the area? And if so, 

Political Risk 

Is it reasonable to expect that any terms negotiated now would be 
honored by the current and successive Government regimes, should 
hydrocarbons be found? 

Strongly impacting this decision tree is the current industry environment 
which plays an important role in how companies perceive short-term explora- 
tion opportunities. The 1973 and 1979 oil crises with their attendant price 
increases caused strong surges in exploration interest. The rapid increase 
in industry cash flow which became available for investment, together with 
the perceived shortage of new investment opportunities, caused companies to 
bid-up terms in even marginal geological areas. One manifestation of this 
was the skyrocketing of lease bonuses paid for U.S. acreage. Internation- 
ally companies showed renewed interest in areas of perceived marginal 
geological prospectivity which had not been considered under the previous 
cost/price environment. 

The current outlook of uncertain oil prices, coupled with the commitments 
made during the 1979-81 crisis period, have created a much poorer environ- 
ment today in which to promote new exploration activities. Companies find 
themselves overcommitted relative to their cash flow generation capability 
and are trying to lay-off these commitments through farm-outs and by carry- 
ing out the minimum work obligations needed to hold the acreage. Areas 
where geological prospectivity is relatively low are suffering the most in 
this environment and this has been reflected in the comments we have re- 
ceived about Liberia in our interview program. Very few of the companies in 
fact had "crossed the geological bridge" and thus few had made more than a 
superficial review of the Liberian model contract. 

Given the current state of the industry, the companies are in a strong 
bargaining position vis-a-vis new deals. It is thus unlikely that the kind 
of terms which would have been acceptable earlier would be negotiable now. 
This comment applies both to work obligations (such as commitments to drill 
a specific number of wells of a minimum depth during a defined exploration 
period or to spend a specific exploratory budget) and to fiscal provisions 

A ~rthur D. ~ittle, I& 



(the profit-sharing formula and taxation terms). A country of marginal 
prospectivity mag now have to decide whether to relax its required work 
obligations and/or its fiscal terms in the interests of getting some 
near-term activity or whether to wait for a more auspicious negotiating 
environment. It is unclear whether there is in fact a trade-off in the 
minds of the companies between work program obligations and fiscal pro- 
visions and this can only be ascertained through specific discussion with 
interested bidders. 

In order to directly test the company views of Liberia, a number of com- 
panies (who had attended either the Monrovia or Houston conferences) were 
informally contacted by Arthur D. Little, Inc. These contacts were made 
with individuals in the companies concerned with whom we had already had 
prior contacts (regarding other areas) or with individuals who attended 
either of the two conferences. These conversations were held during October 
and November 1982, and mainly during the latter part of November. Most of 
the contacts were made by telephone although some were also made during the 
course of meetings on other subjects; a total of 24  companies, as identified 
in Table 3, have been contacted to date. (ADL is frequently in contact with 
the companies involved in international exploration and if further feedback 
is obtained, this will be passed on to USAID.) 

In general, in the view of the companies contacted, the geological prospects 
in Liberia must be considered low. We have segregated the comments made 
into the following sub:issues: 

e Geological prospects and potential future interest; 
e The current exploration environment; 
o The Liberian fiscal terms and model contract; and 
e Reactions to the promotion process. 

The following notes summarize, without specific attribution, the comments 
received under each heading from the companies. We have identified those 
companies who expressed a possible future interest in Liberia, since we 
believe that future contact with these companies should form an important 
part of Liberia's future strategy. 

1. Geological Prospects and Potential Future Interest 

Some 7 or 8 companies out of the 24 contacted have indicated some level of 
interest in the geological prospects in Liberia. However, this interest 
cannot be considered as high except for Amoco who we believe intends to 
submit a bid to the Liberian Government. With one exception (Terra 
Resources) the companies appear to have little or no interest in the shallow 
water continental shelf area; their interest is mainly in the deeper water, 
continental slope areas. This interest cannot be considered as high, and is 
not expected to lead to additional bids at the present time. The companies 
believe the structures in these areas are likely to be small and they are 
concerned about the high cost of exploration and the difficulty and high 
cost of development of any discoveries made in these deep water environ- 
ments. 

/b Arthur D. Little,' 1nc. 



TABLE 3 

LIBERIA EXPLORATION PROMOTION 

COMPANIES CONTACTED BY ADL 

Murphy 

Exxon 

Pecten 

Gul f 

Demi nex 

B.P. 

Burmah 

Chevron 

Amoco 

E l f  A c q u i t a i n e  

Marathon 

P h i l  1 i p s  

Te r ra  Resources 

Super io r  

Husky 

Hudbay 

Ladd P e t r o l  eum 

Odeco 

Ba i  r d  

Union Texas 

Arco 

oxoco 

Get ty  

Texas Eastern  

Arthur D. Little, 
& 



Most of the companies we contacted simply felt that the geology of offshore 
Liberia was not sufficiently interesting to merit further consideration in 
the current environment. Many companies felt that the geological 
prospecrivity was sc iok- that they would not purchase the seismic data 
package offered by Liberia. 

From our discussions, it is difficult to discern how "real" the expressions 
of possible interest might actually be. In a sense, the companies prefer to 
respond with interest rather than to make an absolute rejection, so that if 
an2 when the environment improves, or when their views change as new data 
and concepts become known in the industry, they are still able to bid; they 
hesitate to finally close the door. We have also noticed in the past that 
it may only take one company to express serious interest and negotiate a 
deal to create a competitive environment in which several companies may show 
more serious interest in what was initially regarded as uninteresting 
acreage. If Liberia is able to conclude a contract with Amoco, the 
industry's interest could increase. 

The list of companies which follows is of interest primarily because it 
provides some possible follow-up leads to the Liberian Government; we 
recommend that the Government maintain contact with these companies whom it 
may wish to encourage to visit Liberia for further discussions regarding the 
available geological and geophysical data. It is also possible that one or 
more of these companies might be sufficiently interested to attempt to form 
a consortium of potentially interested companies to undertake further 
seismic work, for example, through a group shoot in the deeper water areas, 
as a prelude to drilling later in the 1980s. 

The companies which indicated some level of possible future interest were as 
follows : 

Amoco 

Based on our conversation with Amoco we understand that they 
intend to submit a bid to the Liberian Government. Of the com- 
panies we contacted, Amoco has indicated by far the greatest level 
of interest in Liberia. 

Elf -Aquitaine and Marathon 

Both these companies indicated separately that they could be 
interested in Liberia once their individual cash flow situations 
improve. These indications of interest should probably be taken 
seriously by the Liberian Government. 

o Terra Resources 

Terra Resources was the only company to express interest in the 
shallow water. Terra would not be prepared to "go-it-alone" but 
would be interested in a partnership with others. Terra may also 
therefore be worth early contact by the Liberian Government. 

/a Arthur D. Little, Inc 



Q Su~erior. Husky. Union Texas and Arco 

These companies all indicated some interest in the longer-tern 
regarding the deep water continental slope areas. Generally 
speaking their review of the shellor water shelf geology was 
negative. The Liberian Government should therefore contact these 
four companies with a view to assessing their real interest in the 
blocks not of interest to Amoco. 

BP and Murphy 

Both these companies indicated very tentative interest which is 
unlikely to become more serious until the exploration environment 
improves. We are uncertain how real this interest might actually 
be. 

2. The Current Exploration Environment 

The current environment is extremely unfavorable for the promotion of new 
exploration activities. Company cash flows are constrained at the present 
time by declining profitability and prior commitments. The companies are 
faced by an array of international and domestic U.S. investment. oppor- 
tunities from which to choose and many are trying to farm-out acreage and 
delay commitments. In this environment, it is extremely difficult to 
promote what is generally viewed as high risk, marginally prospective 
acreage. 

Many comments received confirmed the above views; perhaps six or seven 
companies specifically commented on the limitations of their cash flow and 
said that this had influenced their negative position on Liberia. Several 
others indicated that the general environment was bad for new, risky explo- 
ration investments and that new activities were being constrained by manage- 
ment. Others mentioned that Liberia's timing was bad and that it would have 
been easier for Liberia to promote this acreage two or three years ago but, 
in 1982, Liberia had picked the worst possible time. Several companies said 
that lack of funds had prevented them from purchasing the seismic data 
offered by the Liberians; the data package was viewed as too expensive given 
the quality of the acreage. It is, however, our view that if the companies 
were really interested in Liberia, they would not have been deterred by the 
cost of the data package. We also note that comments on timing are being 
made with the benefit of hindsight: it would have been difficult to predict 
the course of events affecting the E&P environment since 1979. 

3. The Liberian Fiscal Terms and Agreement 

Most of the companies with whom discussions were held claimed not to have 
reviewed the Liberian model contract in any degree of detail due to their 
lack of geological interest. In some cases, our contacts were with techni- 
cal staff and other individuals were identified by respondents with whom we 
should discuss terms. Given the general lack of technical interest we have 
not, as yet, made specific contacts to discuss terms in any greater detail 
with these companies. 

/ ; I  
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Several  other companies commented t h a t  the? viewed the  terms a s  "generally 
acceptable1'. k fev indicated t h a t  they were overly complex and one or  two 
seemed t o  f e e l  t ha t  they were inappropr ia te ly  r i g i d  giver  the  current  
d i f f i c u l t  exp lora t ioc  environment, and p a r t i c u l a r l y  i n  view of the  perceived 
low prospec t iv i ty .  Some companies sa id  such terms would have been more 
appropr ia te  t w o  or  th ree  years  agc when i n t e r e s t  would have been higher i n  
Liber ia .  

A s  indicated i n  the  in t roductory sec t ion  of t h i s  memorandum, these  comments 
general ly  confirm tha t  companies f i r s t  make a  "go or  no-go" geological  
decis ion before they se r ious ly  review the  f i s c a l  and agreement terms. In  
general ,  the  companies l i k e  t o  see  terms which a r e  appropr ia te  given t h e i r  
perceptions of the  geological  p rospec t iv i ty  of t he  a reas  under consider- 
a t i on ;  more r i sky  a reas  should have more l i b e r a l  terms whereas more highly 
prospective a reas  can be expected t o  a t t r a c t  tougher terms. The companies 
a r e  a l s o  concerned t h a t  i f  t h e  terms appear too l i b e r a l ,  they may subse- 
quently be changed once a  discovery i s  made. 

I 

ADL's review of the  Liber ian model con t rac t  follows i n  Section I11 of t h i s  
memorandum. 

4. Reaction t o  t h e  Promotion Process 

The companies general ly  commented i n  a  pos i t i ve  fashion on t he  promotion 
process used by t h e  Liber ian Government. There were some concerns about 
timing and severa l  companies expressed the  view t h a t  i t  would have been 
b e t t e r  f o r  L iber ia  t o  have undertaken i t s  promotion process some two t o  
t h r ee  years  ago r a the r  than during 1982. Several  companies mentioned t h a t  
they f e l t  the  p resen ta t ions  i n  Monrovia and Houston were e f f ec t i ve .  One o r  
two companies s a id  t he  da ta  review period had been too shor t  and a s  indicated 
above, s eve ra l  companies mentioned t h a t  they f e l t  the  cos t  of the  da ta  
package was too high. 

Two o r  t h r ee  companies indicated t h a t  L iber ia  should wait  u n t i l  t he  environ- 
ment improves before  again o f f e r i ng  t h i s  acreage. Industry  cash flow 
improvement would a s s i s t  i n  c r ea t i ng  a  more p o s i t i v e  l e v e l  of i n t e r e s t  i n  
L iber ia ,  which i s  viewed a s  lacking geological  p rospec t iv i ty .  Once higher  
qua l i t y  acreage again becomes scarce ,  o r  i f  resources a r e  again perceived t o  
be g loba l ly  const ra ined,  the  companies w i l l  show i n t e r e s t  i n  what they now 
tend t o  view a s  marginally prospect ive  areas .  

Some companies f e l t  t h a t  L ibe r i a  had a l ready been wel l  picked-over i n  t he  
sense t h a t  i n t e r e s t i n g  shallow water prospects  i n  t he  she l f  a rea  were 
d r i l l e d  i n  t he  1970s and t h a t  they saw l i t t l e  new t o  a t t r a c t  them i n  t h e  
da ta  presented i n  1982. Others f e l t  t h a t  t he  deep water could be more 
i n t e r e s t i n g  but  many seemed t o  f e e l  t h a t  t he  prospects  f o r  s i z a b l e  t r a p s  and 
accumulations a r e  not  s t rong,  and t h a t  given t he  p o t e n t i a l l y  high cos t  of 
both exp lora t ion  and t he  extreme d i f f i c u l t i e s  of production development i n  
deep water ,  t he  a r ea  i s  simply not worth f u r t h e r  inves t iga t ion  a t  t h e  
present  time. A s  mentioned above, some other  companies indicated t h a t  
L iber ia  should put t he  a r ea  "on-hold" f o r  t he  present  and w a i t  u n t i l  t he  
cash flow s i t u a t i o n  of t he  companies and t he  general  exploratory environment 
improve. L iber ia  might then expect t o  rece ive  a  b e t t e r  response from the  
industry .  
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111. R K I E F  OF THE LIBERIAK MODEL AGREEMENT 

1. General 

The Liberian model contract (attached as Appendix A) conveys e relatively 
tough stance, although in general it is well drafted and well constructed. 
by itself it should not pose a deterrent tc the companies. We note, however, 
that a better approach might have been to draft a Heads of Agreement and 
pre-test this through discussions with the companies. Such feedback would 
likely shorten the process since the companies are unlikely to accept the 
mode? contract as written. Our general comments, however, reflect how we 
think the companies might react to the model contract and the importance we 
would attach to these reactions. 

The model contract requires the companies to "fill in a lot of blanks" 
without having a strong sense of how much importance the Government attaches 
to each provision. There seems also to have been an expectation that the 
companies would have been able to do this in a relatively short period of 
time following the geological presentation and the issuance of the model 
agreement. Companies, in general, prefer to have relatively few bidding 
elements so as to have a clear idea of the basis of the award. Ideally the 
companies would like all the terms to be fixed except one: say, the work 
program or the company/Government profit oil split. In practice, however, 
it is common for the companies to have to propose both a work program and 
profit oil share. It is not unconrmon for the profit oil share to become 
uniform for all participants through the negotiating process such that the 
work program becomes the main basis of the award. 

The model agreement calls for companies to propose on a range of items 
including : 

e The length of the initial exploration period and of each of the 
two subsequent extensions; 

a 

e The duration of the production license which however is stated to 
be extendible for an additional ten years; 

e The sole risk premium stated as a multiple of the relevant expen- 
ditures under which a contractor can buy-back into a discovery it 
had previously deemed to be non-commercial and which the Govern- 
ment then elected to develop at its sole risk and expense. 

o The education fee in dollars per year which the contractor would 
spend to train Liberian nationals during the exploration phase. 

o The work program expressed both in activity measures (numbers of 
wells, minimum well depth) and the total expenditure level for 
each of the three exploration periods. 

a The Government shares for each of the three profitability tiers of 
the production sharing agreement. These profitability tiers 
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represent inflation-indexed rates of return above which the profit 
sharing ratios between the company and the Government 
automatically readjust. 

As indicated above, we would prefer to limit the "number of blanks" by 
tes:ing company reaction to work program and profit oil split. 

2 .  Profit Sharine Formulation 

The profit sharing formulation is designed to be fiscally efficient by 
causing the incremental cash flow above a series of profitability criteria 
to accrue selectively to the Government. Formulations of this type were 
first introduced in Papua New Guinea in 1976 and subsequently incorporated 
in the 1981 Tanzania agreement signed by Shell and in the 1981 Madagascar 
agreement signed by Mobil (where the maximum marginal rate is approximately 
75%). In the Tanzania agreement there are two profitability tiers, 17% and 
22%, to each of which is added the change in the U.S. consumer price index 
(i.e., the 17% and 22% are intended to be real rates of return). In the 
Madagascar agreement there are three tiers--15%, 20% and 25% rate of re- 
turn--to each of which needs to be added the average LIBOR (London Interbank 
Offered Rate) interest rate in the year considered. In each of these 
agreements the profit oil shares so calculated are net of all income taxes. 

In the Liberian model agreement there are three profitability tiers-30%, 
40% and 50%- to each of which is added the seasonally-adjusted index of 
U.S. industrial production. In addition, the company's income is subject to 
a 50% income tax which is not deductible in calculating the threshold at 
which the various production sharing percentages are triggered. The highest 
marginal government profit share is 80% but the marginal rate of government 
take is 90% because the company share is subject to income tax. Also the 
pre-tax real rates of return shown in the model agreement are difficult to 
interpret because of the tax effect but are effectively lower than what they 
seem. Finally, adding the index of industrial production does not have the 
intended effect of inflation indexing the fixed rates of return prescribed 
as the triggers for adjustments in profit sharing ratios since this index 
generally measures the rate of growth of the U.S. economy in physical terms. 
For example, from 1975 to August 1982, the consumer price index increased by 
82%, whereas the index of industrial production increased by only 17%. 

The general intent of having the Government share of production increase 
after certain profitability thresholds are passed is conceptually sound. 
Such a formulation tends to make the agreement fiscally efficient over a 
wide range of possible exploratory outcomes. By giving the companies a high 
share of the production below some minimum return, the companies can be 
encouraged to look for relatively small high-cost targets. At the same 
time, in the event of a large low-cost discovery, the formula would work to 
capture the excess economic rent. It would be necessary, however, to 
simulate the exploratory process under Liberian conditions to judge how 
efficient the formulation is. For example, the choice of the profitability 
thresholds, which at a first pass look high (i.e., 30, 40, and 50% real), 
may be substantially lower through the workings of the 50% income tax 
applied to company profits. Also, as noted the index of industrial produc- 
tion which is added to these percentages does not seem to have much logic. 
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Overall, the system is complex to analyze and this alone would act as 
something of a deterrent tc the companies who would prefer a simpler 
formulation (although as noted companies have accepted similar formulations 
in other areas). The system thus might be hard to sell in today's explore- 
tion environment. The formulation is also more difficult to administer 
creating difficulties for the Government tax authorities and potentially 
becoming 2 source of conflict. An administratively simpler system which 
directionally tries to accomplish what the Liberian formula is seeking is a 
formulation where profit oil share is variable with cumulative production. 
Since large fields tend to be lower in cost than small fields, a formulation 
where the company share decreases with cumulative production (and thus with 
total reserves) tends to selectively tax the lower cost fields. We would 
prefer this formulation to the Liberian approach since we think it easier 
both to negotiate and administer. However, we do not have strong views on 
this and would be inclined to test both ideas with any companies showing 
interest. 

3. Other Elements of Government Take 

The primary source of Government take in the Liberian model agreement is the 
Government share of production which as noted above is a function of the 
11 contractors' pre-tax real rate of return" plus the 50% income tax on the 
contractors' production share. The Liberian agreement however also intro- 
duces a number of other elements of Government take which of themselves are 
not unusual but are rarely all found in a single agreement. The Liberian 
agreement can in fact can be characterized as containing all know forms of 
Government take. 

Carried Interest Provision 

Perhaps the most burdensome, from the company point of view, is 
the carried interest provision under which the Liberian Government 
can acquire up to a 30% interest in a commercial discovery with 
reimbursement of its share of costs prior to development payable 
without interest out of 50% of the Government's share of profit 
oil (i.e., the contractor begins to be reimbursed once the first 
threshold return level is exceeded and the Government begins to 
receive a share of the contractor's portion of net hydrocarbons). 
Companies tend to find a carried interest provision to be particu- 
larly onerous in areas where there is high exploration risk since 
the contractor risks all of the money during the exploration phase 
but participates only in a portion of the subsequent development 
phase profits. Contractors will attempt to seek compensation for 
the carried interest through a higher profit oil share but such 
tradeoffs are difficult to make. 



Bonus Rental and Royalty Payments 

The Liberian agreement includes a provision for the payment of a 
bonus to the Government at the time of signature and 2 requirement 
for the payment of rent for the concession ares although both of 
these are nominal. It also inciudes a 12$Z royalty which is rare 
but not unknown in production sharing agreements (a royalty also 
somehat enhances tax creditability from the U.S. Internal Revenue 
Service standpoint). At noted above, the agreement also requires 
payment of annual education fees during the exploration period. 

Q Amortization Provisions 

The agreement calls for four-year amortization of exploratory and 
pre-production operating expenditures and eight-year amortization 
of pre-production appraisal, development and production expendi- 
tures. It is not, however, totally clear whether intangible 
drilling expenses incurred for development wells fall in the 
four-year 0.r eight-year category nor whether after production is 
established they can be expensed in the year incurred. Also 
amortization is to be on a straightline basis. These amortization 
provisions tend to be fairly tough (particularly if intangibles 
are in the eight-year category and cannot be expensed after 
production is established) but probably would not be considered 
particularly onerous. The agreement does allow bonuses to be 
amortized (although these are trivial) and also allows interest to 
be deducted as an expense (presumably another concession to the 
U.S. IRS) without requiring that the overall financial plan be 
approved by the Government. 

Other Features 

Although the agreement contains other features which the companies might 
find objectionable, we do not feel these are of sufficient importance to be 
a deterrent to company proposals. There is, in fact, considerable precedent 
for similar provisions. 

o Antiflaring. The agreement has a relatively strong antiflaring 
clause stating that the gas should be reinjected unless the 
Minister authorizes flaring for production tests, when reinjection 
would not be in accordance with good oil field practice or when 
required by technical and financial circumstances. The companies 
would be concerned as to how the Government might interpret the 
financial circumstances test. 

o Gas Pricing. This issue is always troublesome in exploration 
agreements. In the case of the Liberian model contract, sales for 
the export market are based on the net realized FOB price and this 
could.create ambiguity for a possible LNG project raising the 
issue of where the gas is to be valued (i.e., as liquid, at the 
wellhead, at the plant inlet, etc). A question could also arise 
if a sale of LNG were made to an affiliate whether it would have 
to be at the equivalent CIF price of Arabian Light crude oil 
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(Section XIV-A2B) .  Sales t o  the Liberian market a r e  f ixed by 
mutual agreement but a  question could a r i s e  a s  t o  what cons t i t u t e s  
the  Liberian market. For example, if gas were sold  t o  a domestic 
ammonia p lan t  with the  ammonia destined fo r  expor t ,  would t h i s  
cons t i t u t e  a domestic mzrket s a l e ?  

Outside of a  r e l a t i v e l y  few count r ies ,  companies a r e  b a s i c a l l y  
exploring f o r  o i l .  Thus i t  i s  unnecessary f o r  t he  gas provis ions  
t o  be spec i f i e z  i n  d e t a i l .  For example, wi th  regard t o  p r i c ing ,  a  
simpler formulation might be p re fe rab le  under which gas f o r  t he  
l o c a l  market would be based on a  mutually agreed value which 
r e f l e c t s  the  p r i ce s  of the  f u e l s  d isplaced and the  economics of 
de l iver ing  t he  gas ( i n  f a c t ,  s im i l a r  wording i s  used i n  the  
Liberian model agreement). For s p e c i f i c  gas-based p ro j ec t s ,  t he  
gas value could be based on agreement between t he  Government and 
the  con t rac tor  r e f l e c t i n g  t he  economics of gas production and i t s  
value  i n  the  gas-based p ro j ec t  (LNG, methanol, ammonia, e t c . ) .  

e Production License. The program f o r  applying f o r  a  production 
l i c ense  suggests t h a t  the  Government could impose some burdensome 
cons t r a in t s .  For example, the  program includes t r a in ing  and t he  
employment of Liberian na t i ona l s ,  p lans  t o  maximize the  use of 
Liber ian goods and se rv ices ,  and plans  t o  p ro t ec t  t he  environment. 
The Government may a l s o  requ i re  t he  con t rac tor  t o  make such 
rev i s ions  a s  a r e  reasonable t o  con t r ibu te  t o  the  e f f i c i e n t  develop- 
ment of Liber ian i n f r a s t r u c t u r e  and t o  assist o ther  na t i ona l  needs 
without,  however, ( i t  i s  noted) s i g n i f i c a n t l y  impairing t h e  
economic v i a b i l i t y  of t he  f i e l d ' s  development. Companies would 
seek assurances t h a t  these  s t i p u l a t i o n s  would be i n  keeping with 
general  p r ac t i c e  i n  comparable a reas .  I n  add i t i on  the  companies 
might f i nd  burdensome the  ob l iga t ion  t o  submit any con t rac t  t o  
competitive tender  when i t s  value f o r  goods and se rv ices  i s  i n  
excess of $3 mi l l ion  (Section XXIB). 

5. Summary 

The o v e r a l l  package of terms f a l l s  wi th in  t he  range which companies have 
found t o  be genera l ly  acceptable although the  package i s  more complex than 
i t  might be based on today 's  f i n a n c i a l  environment and t he  low perceived 
p rospec t i v i t y  of L iber ia .  These comments have been confirmed by our in-  
formal con tac t s  wi th  the  companies. The companies would no doubt p r e f e r  a  
simpler formulation which would f a c i l i t a t e  i n t e r n a l  ana lys i s .  Those com- 
panies wi th  geological  i n t e r e s t  w i l l  propose i n  any event,  although very 
probably wi th  an a l t e r n a t i v e  formulation. The bas i c  production shar ing 
formulation is  p o t e n t i a l l y  complex and d i f f i c u l t  t o  understand and analyze. 
Thus i t  may not  be worth r e t a in ing  i f  companies express s t rong rese rva t ions  
and i f  i n  any event t he  prospect  of f ind ing  l a rge  low-cost f i e l d s  i s  highly  
un l ike ly .  Similzr ly  t he  companies may f ind  t h e  ca r r i ed  i n t e r e s t  provis ion 
i n  an a rea  of low prospec t iv i ty  t o  be p a r t i c u l a r l y  burdensome and Liber ia  
may want t o  r e v i s e  i ts  views on t h i s .  



T .  LT. RETTEK OF THE LIBERIAK PROMOTIOK PROCESS WITHIT\' THE COK'TEXT OF THE 
GENEPA EXPLOUTIOK EhTrIRONMENT 

1. Tne Generai Exploration Environment 

Prior to the oil price increases of the 1970s, it ha6 often proved difficult 
for governments of the smaller developing countries, without proven geolo- 
gical prospectivity, to induce large-scale commercial oil and gas explora- 
tion by the international industry. Such governments had basically been 
forced to wait until they received an approach from a commercial company 
requesting a concession or license agreement often on the basis of limited 
or fragmentary technical information. In some offshore areas limited 
seismic information may have been available from research lines shot by 
organizations such as the U.S. Geological Survey or from group shoots. 
Since other areas held the prospect of high success rates onland, there was 
little these governments could do to encourage new exploration. In some 
instances governments signed agreements commonly known as "seismic options", 
which did not contain a firm drilling commitment, but which often gave the 
company an exclusive long-term right to conduct seismic work on the basis of 
which it could select the best area prior to drilling. This situation 
changed following the 1973 price increases, although the companies still 
tended to seek acreage in the proven prospective areas (for example in the 
Middle and Far East), rather than in areas where little data was available. 
A key problem faced by governments was in fact to obtain sufficient data to 
provide encouragement for a competitive bidding process which might lead to 
agreements containing some firm work obligations and fiscal terms commensu- 
rate with the prospective geological risk and cost environment. 

The impetus to the developing countries to urgently promote exploration 
activities was a direct result of the successive price increases since oil 
imports consumed a much greater proportion of foreign exchange and there was 
a need to quickly ascertain whether indigenous resources were available to 
replace what were rapidly becoming unaffordable oil import costs. 

During the 1970s, a wide range of new agreements were developed under which 
foreign companies could become involved in exploration. Many of the newer 
agreements were designed to provide a more equitable sharing of economic 
rent and to give the host governments greater control. Significantly some 
of these agreements also provided a greater degree of stability since they 
placed the'foreign companies in the role of a contractor working for the 
government or national oil company. Prior to negotiating these agreements, 
governments often needed to quickly obtain more data as a basis for assess- 
ing prospectivity and ultimately negotiating the new terms. The governments 
had several options available ranging from the seismic option contract 
referred to above, through financing such work themselves (or through loans 
provided by organizations such as the World Bank) to the commissioning of a 
speculative seismic survey to be undertaken by a qualified company who would 
subsequently offer the data to the industry for purchase. Another interme- 
diate alternative was a "group shoot", financed by a group of companies, as 
the basis for subsequent bidding. 

A Arthur D. ~ittle, I&; ' 



Ic Liberia, the Government chose to use a World Bank loan to finance a 
seismic survey which was undertaken by CGG with interpretation by J.C. 
Ferranl an6 Associates. Although we believe it is possible that Liberia 
could have contracted ~ 5 t h  a geophysical company to undertake a speculative 
seismic survey (the cost of which would likely have been recovered through 
sales to interesred companies at no expense to the Liberian Government), it 
is also true that the seismic companies were extremely busy by the late 
1970s. In agreeing tc undertake such speculative work, the seismic com- 
panies tend also tc judge the prospectivity of the area so as to assure 
themselves that the package will be saleable once they have completed the 
work. Although Liberia has not yet proven to be highly prospective, we note 
thzt other African countries of varying prospectivity were able to arrange 
speculative seismic surveys. 

Since late 1981 the general environment has deteriorated significantly: 
faced with declining cash flows, companies have been forced to defer and 
reduce commitments. This, as indicated elsewhere in this memorandum, has 
affected their attitude towards new exploration areas such as Liberia. More 
importantly, however, it is clear that they have a generally negative view 
about the geological prospects in Liberia. Even in the currently bad general 
environment, interested companies bid on acreage they view as prospec- 
tive--as apparently is the case of Amoco in Liberia. 

2. The Bidding Process and the Liberian Model Agreement 

The Liberian process was undertaken through the issuance of a general 
brochure, followed by the sale of a seismic data package and a report, the 
dissemination of a model agreement and conferences in Monrovia and Houston. 

Another alternative would have been to prepare a brochure, describing the 
geology and the general agreement format (for example, in the form of a 
Heads of Agreement) which would have been sent to a very large number of 
companies. Later these companies would have been contacted directly (on an 
individual basis) to set up meetings on their premises. A Liberian Govern- 
ment delegation (with consultants) would then have visited oil companies who 
expressed specific interest to discuss historic exploration activity in 
Liberia, the results of the recent seismic work and the general format 
proposed for the new agreement. This would have given the companies indi- 
vidually an opportunity to interact with the Government at a techni- 
cal/geological level and to influence the formulation of the ultimate model 
agreement. The conpanies would also have had, in such a process, an oppor- 
tunity to study the information and prepare themselves prior to the meeting. 
Attendance by top Government officials would have been facilitated using 
this approach. We believe that the use of a more general "Heads of Agree- 
ment" rather than the detailed "model contract" would have been beneficial. 
The rigid format of the model contract may tend to create a negative im- 
pression in the minds of certain companies. 

The model contract proposed by Liberia is complex: companies may have 
perceived the combination of low geological prospectivity and a rigid 
complex model contract as being mutually incompatible. Although we do not 
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feel that the terms of the contract have stopped anyone from bidding, we 
nevertheless believe that a less formally structured approach to the agree- 
ment (such as would have been achieved by using a more general Beads of 
Agreement) would have put the companies in a better frame of mind. 

It was indicated by severai companies that the cost of the Liberian data 
package was too high given the current constrained cash flow environment and 
the lack of general prospectivity of the Liberian acreage. We tend to 
interpret this comment as being related to the perceived lack of 
prospectivity rather than to the cost of the data. We also have some 
concerns regarding the timing of the bidding process: a period of only two 
months following the Houston seminar was initially allowed for the companies 
to respond to the model contract. The companies requested an extension 
which was granted and, in fact, the Liberian Government has now allowed this 
extension date (September 30) to lapse and in effect is prepared to consider 
offers from companies on a continuing basis. We believe this to be the 
correct posture given the environment. 

In general terms, we believe the Liberian Government has adopted a sound 
approach to the whole process of encouraging exploration in offshore 
Liberia. The comments above reflect minor variations to a process which has 
been successfully used elsewhere to encourage foreign company involvement. 
It is quite clear from our discussions and our review that the major problem 
faced by the Liberian Government has been the perceived lack of geological 
prospectivity. In view of this, we provide in the final section of this 
memorandum some specific recommendations which the Government of Liberia may 
care to consider in deciding how to proceed. 
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. RECOMMENDATIONS 

We have developed a series of recommendations as to the future course of 
actiot to be pursued by the Liberian Government in attempting to promote 
foreign company involvement in offshore exploration activities in Liberia. 
These recommendations fell under the following general headings: 

e Timing, 
o Kegotiationswith Amoco, 
e Company contacts, 
o The Liberian terms, 
a Simulation exercise, 
a Further seismic work, and 
o Reoffer of acreage. 

1. Timing 

From our discussions with the companies we believe that the Liberian Govern- 
ment should continue its policy of informally extending the deadline for 
responses to the invitation to bid. Thus, should any companies indicate 
interest, the Government should be positive in responding and should not 
fornally close the invitation to bid process at the present time. 

2. Negotiations with Amoco 

We believe chat Amoco intends to submit a bid to the Liberian Government. 
The Government should adopt an open attitude toward the Amoco discussions. 
In particular it should be prepared to negotiate on terms and to consider 
fiscal formulations other than those suggested in the original model con- 
tract. While i.t is important to obtain a firm work program commitment from 
Amoco, we believe that in the current difficult environment, the Government 
should be prepared to strike a reasonable balance between work program 
requirements and fiscal efficiency. Thus, the Government should ensure that 
Amoco fulfills a minimum reasonable work program, but should also ensure 
that it will not be embarrassed in the event a discovery is made in the 
future, through having awarded Amoco a fiscally liberal agreement in the 
current environment, just to get a deal now. 

3. Contact with the Companies 

As indicated in Section I1 above, a number of companies have indicated some 
level of possible interest in Liberia. The Government should contact these 
companies with a view to ascertaining the extent and seriousness of their 
interest. If an agreement can be successfully concluded with Amoco, this 
may lead to a resurgence of interest by some of these companies. Thus, 
maintaining contact with them is important. 

We also believe that it would be worthwhile contacting those companies who 
attended the Houston and Monrovia meetings but who have not recently been 
re-contacted by ADL. Past experience shows that these informal follow-ups 
can have a positive influence on generating interest, where it may not 
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previously have existed. The industry snows a tendency to "follow the 
ieaaer" and the successful negotiation of a deal with Amoco, coupled with 
inforrrial and formal contacts by the Government and its consultants, could 
lead tc 2 resurgence of interest and further critical discussions with some 
of the companies. 

Finally, it may well be worth recalling some of the companies informally 
contacted by ADL to discuss fiscal terms. It is also important for the 
Government to maintain some ievel of informal contact with the companies 
such that when the general exploratory environment improves (and the com- 
panies again have greater concern about spreading their international 
exploratory efforts and have the cash to do so) Liberia is on their list and 
is known to be ready to offer acreage. 

4. The Liberian Terms 

We believe the Government should be prepared to adopt a flexible attitude 
towards its terms. Contacts should be held with the companies to obtain 
more specific views and to see how they would like to see the terms modi- 
fied, given the generally low level of perceived prospectivity and the 
current difficult environment. The Government need not, at this stage, 
commit itself to altering the terms but rather should seek to obtain company 
views on the current version of the model contract. 

5. Simulation Exercise 

We feel it is vitally important for the Government to have a cost and 
profitability simulation exercise undertaken. The purpose would be to assess 
the impact of the various terms (and of variations in the most critical of 
them as suggested in Section I11 above) on government take and company 
profitability in the Liberian geological and cost context. This will 
provide the Government both with vital information and with a position for 
forthcoming negotiations. Such a simulation process should be carried out 
preparatory to the negotiations with Amoco who will certainly have prepared 
their own simulation exercise for Liberia. Unless the Government also has 
such an analysis, it could find itself at a disadvantage in these important 
discussions. 

6. Speculative Seismic Work 

The Government may wish to contact the geophysical research companies to 
assess their interest in undertaking a speculative seismic survey in the 
deeper water slope areas preparatory to formally reoffering the acreage when 
the environment improves. 

Although we have some concerns about seismic options, in the case of off- 
shore Liberia there may be a case for offering a seismic option in the 
deeper water (slope) areas. Such an option should be for a limited period 
and would result in generating information for the Government prior to a 
subsequent formal reoffering of the area when the environment improves and 
when there is a greater likelihood of the companies being interested in 
developing higher cost discoveries in the continental slope area. 

- ' 
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7. Reoffer of Acreaee 

Ultimately, the only option open to the Liberiar! Government may be to 
reoffer the acreage at some point in the future when general conditions 
improve and when the companies are more ready to consider these more marginal 
areas. 

It is apparent from this review of the promotion process undertaken by 
Liberia, that timing is critical in the international exploration business. 
Thus, the Government should carefully monitor developments in the interna- 
tional environment with regard to oil supply, demand and price and should 
judge the tempo of international exploration activity and the resurgence of 
company interest in foreign exploration. This is critical to knowing when 
to again offer the Liberian acreage. Although it is easy to say that 
Liberia's timing was bad, it is also clear that such a judgment is being 
made now with the benefit of hindsight since events in the oil industry 
since the late 1970s would have been impossible to predict with confidence. 
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MODEL ?=.OLSUN h G R m T  

This C~atract i s  mad2 arid estqred i = r t ~  by byab k t w m :  

me Repuhlic af Liberh (hcreimftV called the ' "Cove mei t" ) ,  repm- 

sesteil by i ts  llfi~ister Ji mas,  Mi,rlcs arid h r g y ,  zmb P i z i s t v  ~f 

a corp~rat lor   rez zed =id existfig . I L ? ~ E ~  the laws 32 

hereiaa%.er cdl& "Cs~rsctu") ,  represefited - 
m e  CIJver;m~,3t Lid thi: Caitractar are hereissfter rtf erred t o  

A - -, t i t l e  .k Etybracarb~,? exist tw vithla the territary af 

the RepuSlic' ~f Liberia (herehefter U e d  the "Republic"), . . h c l u -  

dm i%e Subrmi* Area, i s  vested ts th2 Gnrer.meat, arid ,& r i g t s  

~ C l a t d  to Petrulw Dperat1a:tr pertaia exc lus i~e ly  ta the G ~ v e - t ;  

WEEREQ, 'the G~venmezt wishes t o  pramate the dwelcrpmeat 31 

Hydraeerto~s depasits w i t -  the Castmet h a  for the e c o m c  arid 

sxisl  bezefit af 'Liberia, and the Caitractar desires ta jgin a-rd 

assist  the Gavermest i n  the e q l ~ r a t i ~ s  asd develapext af pat~~tid 

fiydracar-ems withi3 the C~stract Area; 
. 



WZZG%S, the Csa:ra=tar has the f i s : c i s l  abllity, terfi,ical 

cx,pt tc ,ce ~ 3 5  prA'essi:.-tal sLLlls secessary t~ carq- J U ~  Petraieum 

Opemti29s; 

-S, the ?ctr~lem C A o  pr~v idzs  ',fiat petr~leuz: AgreeUteat 

irr thc; ,93r~ of this Cxitract may be e=rterCA, kit;, betveer! the 
G~versm-st ~ ; d  f a r e i ~  capital iavest~rs; 

NOY, !EE?IeY)E, 13 caasiderrcti;~ JT the uYlert&ags e3d 

c~vd-ts caztairrtd hweia, the h e i e s  &reby agree as fallaus: 

SrnION I 

SCOPE DZFI~ITIOXS 

1. This Cxrtract  i s  e pr~butti~s sharisg cmract .  13 

accar2=~cc vlth thc p r w i s i ~ s s  cJPtai .d hereia, the Miaister s h a l l  

be r eq~ssible f ~r &bi~ i s ter i= lg  t h e  Petr~leum O p r a t i a r t s  catltem- 

plate6 bere&?bet. 

2. The C z ~ t r s c t ~ r  shall be resp~asible t~ tho, G.merrmre=it 

far the exerutia S ??trslem Dpcratims acc~rd8=tce w i t h  the 

p r n i $ i n s  ;7f tkA$ C~~i tr tc t  a3d is  grruted th2 ~ C I U S ~ V ~  right '4 

t;l*uct Pet t~leum ber6t i  llss vi+Ai=i the C~stract Area. 



Uile66 ~ t h c c i s c  pravideb Is bhis C=ntra:t, t he  warCs 

dei?=ted i:! thc 'g,tr~ieuz shell heve the a e  meariinga 13 ';fib 

Csztrart. 13 t h i z  Ca,?t~.~r=t, udess the ca?tex? 1r.dicetts sthervise,: 

1. hff:E&te i n a s  E r"er6;.,? which c=lCrals ar i s  cantr~-l l& 

by a h r y y  ta t h i s  Can?ract, J? a Person vbich r m r s l r  a r  i s  

cxitrsUed by rxi~:her -ferss=l which csltrols a a r t y  ta t h l s  Carrtract, 

F J ~  *,k,e p u v x e s  ~f t h i s  dcf init i32,  ' '~3ztr31~ ~'012s t h z  pa-ei $3 t i r t c t  

m d  &lizister a Persz~ thraugh the ~k'=lr~ship  3: su:h Per=nt6 v J ' d ~ g  

s t x l k  a r  ather rights &?b i*erests af ccmral; 

. 2, Barrel meazs a qut i t i ty  JF Wt S 3xde O i l  eq-. k 

fjrty-twa (k2) U.S. gellaas ~t s te-rature a? sixty (60) degrees 

3. h a p e t  meens the itemized estimate sE  cast^ X a31 items 

iacluded in a Vark Pragram; 

4. Celesdar @ari.er mems a perid sf three (3) caasecutive 

maths b e g i a a g  3 e ~ a r y  1, A ? r i l  1, July 1 a r  Ocxber 1 a d  e=ldl,?g 

the f a U n r l ~ g  March 31, June 30, September 30 ar  3eccnber 3, respec- 
t ively ,  acc2r&ix  $3 the ~ r e g ~ r i m  celeadar; 

5 ,  Cale.dar Year n e a x  a periad of twelve (12) cs=lsecutive 

tanths begi,z?iag J ~ c a r y  1 &.?d ~ ? d i 3 g  on the r"sll-%=y ~ecembtr 31, 

accarding t~ the G r e g ~ r i ~ q  cde3dar; 

. 6. cantract rn-s t h i r  Petr~leum Agreemeot en5 i t s  A~pendices 

1 s=d 2, vhich are hereby L,tcarpareted herein; r e f e r e x e s  t~ e "Sectfoam 

$3 t h i r  C ~ a t r a c t  ~ e a a  the relevant section of th is  Cantract, a=rb 

reert.xes t 3  e "su'oeecti~n" me&? the prticU13r 5 ~ 5 s e c t i ~ 3  iJ! the 6 e ~ -  

tl;n 3r s u b s ~ c t l j l  gf this CaXract i n  the r e f e r e ~ c e  Lppears; 

7. Ca.nract Area mems the area which is the mrbdest t a  t h i s  

Ca~ t r ac t  a d  i s  dclixzited is App=,tdix 1 ss reduced 'r~y rcli3quishme3ts 

i n  acca=da?ce v i th  t h e  pravisia36 3f Sectla? U; 



8. 3 5 t r ~ z t  ?ear m s - i s  6 p e r i d  ~f tuc ive  c 3 r i s e ~ u z i v e  ~ 3 3 t h ~  

beg3-155 22 the F f c c z l v z  Dcze if tsis C~z:rac; JZ zi ~rr?iv+rsm 

J? such Z ' I e c t i ~ e  Date, e ~ c a ~ ~ , g  t o  the Grep~r ies  Cdesdr ;  

10. -&zlareti:3 PcriA . setz?s the p e r i d  3 f  Z i m e ,  i,?c3uding 
* . , . -. - - - -?. 

ssy exttasis,s thered, speciiieZ F3 t h e  ml~rutl&l Licelce referred 

Sect i Zi 

ll. Field neas e Hgciracartas d e p ~ s i t  wiAhia the Cx%rabt 
dtea which i s  CeliP'+t%d by sree m d  h a r I ~ 3 ;  

12. - Persas mita-is azy c o r p ~ r a t i s a ,  iXlividual, partnership, 

J013t ve.?ture, as-iatia?, t r u s t ,  e s t a t e ,  uzlioc~rpara?.ed orgulzatiar 

or G a e r m e z t  or my ege3cy ar p ~ l i t i c a l  s l ~ b c l i v i s i ~ s  there*; 

1.3. Pctr~Liwn S A ~  meazs 'he PezrAeum ~ c t  d 1969, as 

ameidcG by thi: PetrSetiz CAz 1992; r e f s r e ~ c e s  i=i t h i z  C=stract t~ 2=i 

"Article" a r e  t~ the reAevm~ e i c l e  of tbe 3 e t r ~ l e r r m  Sac; 

14. Petr~lcuc. C ~ s t s  mws all experd1tul.e~~ as specified isl 

A p p U  2, 1.xurred 1s the executio=1 af Petrdeum Operatlane; 

15, Pctr~leum Oberatims rnetzqs eU. a c t i v i t i e s  a2 explaratio,s, 

devclcpmerrt, extract iaz,  pruductf~.?,  treztme3t, t r 8 3 p ~ r t a t i 3 3 ,  starage 
a d  ararketisg ~f Eydracarbas p r s u c i t  ta this Coztmct; 

.16, P r d u c t i ~ n  Per id  mems the p e r i A  d t ime, -i=;cludiag 

a7y exto,3si3r( therz~f sptc i2 i id  ia any ? r ~ u c t i ~ ~ . L i c e s c e  issued wrSU&it 

b Sectioz V; 

17. R ~ a l t p  ms&?s &zy paymat ta be made the Csa$raotar 

t o  the GJvtrmest pursua?t t a  S e c t i a  ftZ C; 

. BEST Al:4lLLCLt COPY 



18. S ' J ~ C S ~ Z ~ Z = = ~ ~  ESLTS EV T e r s ~ s  MreC z;, c s t , ~  aut Pet- 

rjleuz wrati:=rs eit'ner ( i )  * tho C ~ . t t r a c t ~ r  Jr ( t i )  by ~ t y  ~ e t s ~ = !  

v t ~  has bee2 hire2 by the C~ztrectar t~ carry g ~ t  ';etr~lca w r e t i 3 3 s ;  

A. Tho iaitial d u r a t i ~ n  ~f the E k p l a r a t i ~ 3  Liccace t a  vhich t3ls Gas 

tract relot& shell be Cxrtmct Yers, st8rti.x 33 the E f e c t i v e  
w 

W e .  

B. The iz i t ia l  d u r z t l ~ a  a f  the E x p l a r a t i ~ ~  Licesce shttil be exte.?ded f ~ r  

twa (2) S U ~ C 2 6 6 i V e  periads af - */ Cszract Years each upar: the Cmtrae tar ' s  

app l i ca t ix i  t~ +he Yfaister at  lsast aiae ty  (90) dkvs p F i ~ t . ' t ~  the terni- 

=t i23 k t e  af t h e  currc t t  p ~ r t i ~ 3  3f t he  &plsrat i~=r P e r i d  ptnribed 

+he Ca.?S=ct~r has fulfill& the uark a ~ d  expe~Uture  ~ b l i g ~ t i ~ x  set 

fa- i a  Sectla f V  f a r  the precebl=lg priad af that Licexe. 

C. The YAalster s h a  g& a further e x t e n s l ~ a  ta the duratian af +he 

E x ~ l ~ r e t i ~ = r  Llcencc fdr  such time 8s he detemlnes may -be res-anably 

aecessary t~ c~~p1~lt.e Grilling, l a ~ h g ,  t e s t ing  ar p l u g g i ~ 6  JP eny w e l l  

vhich i s  actual ly being d r l i l ed ,  lagged, tested ~r plugged at, thc  esd 
\ 

*A ; N ~ t e :  These duratims w i l l  vary depe ding ups3 *ether the  Caa- 
tract Area c n e r s  a Shelf ar Deep *ter Area 



A. 1. A t  Jr befare t h e  cd ;rf the Iziticd 2xplxati;rr CrriA t h e  

C ~ . ? t t a c t ~ r  shall eurr~3der at leest tnf rty (30) ?ercex JT &he ~ r l -  

CcztracCI Area less EV area which 2s c3vzred by e Prductis=r 

Wcetrse. 

2. A t  3r b e f ~ r e  the ead cz+ t h e  first @Xte36i3,'1 t3 the &p1~%%103 

PeriJd the Ccntmctar a i l  surreader es ~ & & i t i o ~  area which s W  be 

at least thirty (30) psrce3t af the arigisal C~xtract Area le6s 

tree wkizh is c~crec!  by R Pra9uctixi Licease. 

. 3. At.  ~r before the -9 Jf the set;-?i urte=isiJz t a  t b e  Ex?l~ratiaa 

Perid  the Czztractar sWl relL,?qu:st: the  rimai.?der the ar ia -  

B. The Satractar m y ,  upxi g l v i q  the !.Yzlster ,If.?ety (90) dzys ?ticrr 

m i c e ,  et z i y  t i m t  rPli3qufsh its ri&.?t6 t 3  any par ti^^ of the Cgatract 

Area, &?d oll such v ~ l ~ u 8 r y  reliaquFshmeata shall  be crcditea t m r d  

the mC1batary reli>quishmcrrts tpeclfi& is subsectla A. 

C .  Na reli.?qiirisbrnt shall relieve the C~=itractar or its guara=lt~r irf 

their respective $bl'+gatiu2s utider Sectiss r?. 
D. &ch mae which is reliaq~ished shal l  be mt less t b !  t.= (10) 

perceat ;i the ~riairs%l C~3trcrct Area m-3 s W 1  be caap~sed J? 

ca?tiaaus U 3 c b  which 6hSl l  C J S ~ J P Q  t~ the q u ~ e t r i c  requira~ezts 

3.f Article 39. 



A. 1. 'Zhe "Intrattsr sfrrli carry sut d u r i . ~  the i.?itial t a l o m 5 i ~ a  

P e r i d  at l e a s t  the f a l l s ~ f z g  vsrk a>ligat:=.-ls: g~3 l sg :c l  es6 ge* 

p&-sic& u ~ r k  t~ be spotifie2 &sd 

) v&l( s? d r i l l e d  ta s minirim depth sf 

) mews. 

The Catractar &ell  alsa iacur Petral+urr, Casts J? at least 

( ) dsllars buriq this periad. 

2. The CaSrac'Y9r cerry 3 ~ t  duriag the f i r s t  exteasia:! t a  

t h e  B@?retiaa Perla3 3-0 at L e s t  the f a f l ~ ~ n g  wark ~ b l i ~ t i ~ a s :  

The Ca.'~~rcctar =&all C s 3  i3cur Petraleum Casts af at least 

t ) dallars dtrri-?g th i s  -perid. 

3. Tne C ~ z t r ~ c t 3 r  &all carry J U ~  durir!g the secsad eXke3Si33 ts 

the hpl~ra+ , i aa  l er id  a% fesst the f a l l d n g  a b l i a t i a n s :  

) uell(s) dr i l l ee  ta a 

( ninimun; de?th af ) meters:. 

!he C a n t r a c t ~ r  shall z l s ~  izcur Petralem C~sts af at Teast 

{ ) dsl lars  dwi=lg this periad. 

B. 1. ,rulfillnc3% af u y  expeaSiture abligstixa set farth ir! sdbset l s=l  

A shall 33% relieve the Ca,rtmct~r o f  the carrespaSkg w r k  abligatiaa 

thereia,  a76 vice-vere. If' the c~=l t i= l~at iXl  Z eLly d r i l l i %  activity i s  

precluded f a r  Justifiable technical reasax,  the Ministar msy eutharize . . 



thc Ca3trsctsr ts t~xnLz~.zt such a c t i v i t y  a76 m y  d e z ,  tke Ca3~.rect~r  

ta have met tn?-% vsrk ~ 3 1 1 g % = 1 ~ 1  JT rnkv specify L? app?s~rieto 

reass-ub~e s~b5t l t l l 'ut  V J ? ~  ablignt? 2.1. 

2. If,  Owing eltho,? th2 i~itid Expiaratl:~ Per:x! 3r the first 

e x t c , ? s i ~  therta?, the L"smmctar =ce&g th? b-~rk abligati,sa ;t i n m s  

Fetrjleum Z ; s t s  r%=h exce& thc cxpenditurc a b E g a t l x  f a r  z::n peris$, 

then such exco,ss may be crcditeC tared the respeczive ~ b l i g a t i s a  af tb* 

.?ext succetdi=lg eyce~sisa af  the Explaratiss Per id .  

C. The Cs=ttwctar shell pravide t;, the Gsversre*, st the begizmiag af 
the hitid b g l x - z t : ~ i  Peri~d a.d each &ess:a thered, a a): gtumm- 

tee fran a1 L~stitutia'=l a.?d 4-3 E C3m acceptebie t 3  the G~vemeziS, the  

& ? u t  JT which shell c~rrespaad t~ the cxpedture 9 U i a t i a n  duriag the 

r a e v m t  p3rti3a J1E the Explaratia3 Perid. If, at  t h e  a d  the iatiel 

Bc;lls-atia Periad, a q  extensi~a t h e w s  ~r upJa t he  date sf t c m b a z i ~ s  

thLs Cmtract, the Csatract~r has s;r, i 3 c ~ r r e b  Fetr?lour~ C s t s  equ2 

ts the e x p ~ ~ d i t u r e  ~ 3 l i g s t i ; u  2 ~ r  the -3rtltisa Periad ar e x t e ~ s i a  

thereof*, the Zsrittacfar ar i t s  guare3ta~ shall imcdlately p ~ y  '-,he amuat 

c3rre~?~nbizig t3 the unexpendrd abli&ati3n t a  the Csveme,?t,  

A. The bstractar shall a ~ t i f y  the h??,-rister w i t t ? i ~  three (3;  days &ter 

Petraleurn Operetia3s i.+itate the existexe a? ffydracarbx vithia t f ie  

Caztract Area. This natice shall i ~ t i u d e  ail evailabie details a tin6 

'biscjvery. 

9. Witht? ninety (90) dcys after the date af t h e  ~ ~ l c e  3f t h e  d l e r k  ry, 

the Caatrzctar shell s~bmit f ~ r  e p p ~ v a l  to the k!!.?ist& a betailed' e p p  

r a i d  k ' x k  ?ragram &a hdge% :a evduete  t b  csmmercial dsrclapment Ji 



the ?ia6 ts uhich t h e  C s c ~ v e r y  reh?.es.  hi^ Usrk  Pragr-em shall 
i a ~ l u d t  all Grilling, ttsziag evaluetiss st the P i e i d  e72 the pre- 

par~tisa s f ' U  t t c f ; n i ~ &  mC ecszarric stuGies rsiete6 ts r-svery, 

t~ee$rze>t e d  traxspart sf Y_v3rac&-'caris, e.zi t h e  t~ratiaa 02 t ~ s  U ~ f k  

Rogl-m s h L l  xrt exceei Zwezty f a r  ( 2 b )  ~:.?C*hs a e s s  SthoW*se agFert 

the P"l~Ls',tt. \$an r e c e l r - i ~ g  t!!e Y!nFsterts sppraval sf this Wwk 

Pragran e ~ d  mget, ,  the C;;.-;tractar shall praceec v i t h  tbe appraisal  of 

the Fiele. 

C. Zf, U F S ~  t~mpletiart  a: the eppraisel sf the Field, the CEl=ltmctjr 

cmtiders that  the meld may be c~a232rcially devei;rp&, it shall €3 

edviae the IJLaister m d  imediz te ly  cpply f sr a h - ~ d u c t i x i  Liceace, 

giving the b!t?ister a bctailed dwelopmezt i b r k  F+agrm and &&get far 

the csnstruct ias ,  esta'bli&.c=~t &?d ~p?rot/-za ar" eil facuities m d  

services ~Jatcd ts tbe rzcoveqr, treetme3t, t-sparte=: 32 a* starage 

af Bjidracarbris frsm the  F I d d .  This W~rk -Pragmn sM1 include Oesim 

&?d enginer ing ,  aeczsscry i,7+'ras'acture imestnests, traF-zSsg 

erpplqmesrt 3f L i b e r i a  =lotia.?b3s, pkas ta M u c M z e  Yne use af =beria3 

gads  a13 services, p l ~ . ? s  ta prstect the c.wir~:~& &ad d e t z i i d  szuEe6 

i a a i c a t i x  ths ssurces dl am- of ?&=cing prsspctive cssh 2 3 ~ ~  

cd rates a? retura. The spplica+ia far the PTAucti3a L i c ~ x e  shell , 

alsa specify the aree w e r  *iCh it i s  leade, Which shall be af recta;lgs- 

lar shape sM res t r i c t ed  t a  the Field f r a r  which c m e r c i s l  pr;>ductia 

i s  expected. The Mi=lister m y  require the C a t r a c t a r  t o  prwide  

a spetzied time peri3d szch further i s f a r m s t i ~ n  as it mey rcas~nsbly 

seed ts &al.uste thie W~rk ?r3gram a* Bdd@z%. The Mi.?lLster may a163 

sequi rc  the  Ca=rtractar t o  ~ a k c  such rtwisicr,?~ t a  the devel3gnt.-t Vark 

?rowam 8x3 Budget as are  resssaable t o  caztr ibute t o  the efficie.zt 

devebprnent af Liberia? i&rastructure &?d ta assist ather 3sti335l =reeds 

withaut, h a e v e r ,  sig*fice?tly i~airing the eca33Efc. v i a b i l i t y  d the 



D. W i t h b  . L 3 ~ 7  (99 )  Cays r g t e r  receipt d t he  applicatio: 237 a 

P r & u c t l a  Lieex=,  the G ~ v e n n e s t  sheii issue i c ~  t h e  C s n t r a c t ~ ~  a 

,?rSuctS,;s Licezee aver t he  presumed aree 2f tnc FielB, p r n i d e d  

t ha t  t he  Z ~ 3 t r a c t a r  ' s deveiopcat  i izk .%~paz a 2  Zudget have be t s  

eppr2ved by t i e  PLsister e ~ d  p r ~ ~ i a e  f a r  t he  ~ p t i r c ? ~  devel3paeat af 
the F'i~, lb.  

E. The d u r a t i a  af e Pr.aducti=l Lice.xe shell be 9 years P e a  

i t s  da te .& issue. If a t  t he  expirat la2 af t he  l z i t i e l  term 3f the 

P r d u c t i s a  Lice.xe camcrc ie l  pr,J,uutti~a f r x  the subJect t a  

t h e  L i c e ~ c e  remeins pss i 'S l e ,  t h e  Miaister shall, tt 'the Ca=ltrsctx-'s 

request which must be gives,? t;, the hzrtister st least s i x t y  (90) days 

pr.iar t d  the expimt ian  af t5t i x i t i a l  perf&, e x t a d  the PrAuctian 

~ i k a c e  f d r  a fu r the r  p e r l d  wk;i=h .zhPlt exceed tc1 (10) years. 

F. If, subseqdext ta t he  Fssucxe J?' 3 Pr3bllEtf3=lUce2ce, the extezt  

d th? F i e l d  subJect t~ '&e Ucp,=lce is den;~=lstratcd t s  be bFfZere3t 

t h e ?  that f ~ r  wkrich the Licexe was issued, the area subJect t3 the 

Li,ce=lce shall be addusted aet~rdLzigly, prsvised tht t h e  area cavered 

be Wdrely k.4,'JU the C a t r s c t  Area. 

G. I f  the C a a t r a c t ~ r  makes nJre +ha3 aDe c3nmemial Hydracarbxs 

discaery v i t h i a  the  C~=ltract Area, esch shall be subJect ta 8 accpa- 
. .  . 

rate P r ~ d u c t i x i  Licence. 

8 ~ t e  the d u r a t i ~ n  may vary. 



SOLE RISE; 

If, priar t~ the eLctim ;if the Gavement  ta peCic lp t r  c b e r  

S e c t i ~ n  XL'I IZ at the ezd ~f ez appraisal WJ% Pragmm f ~ r  e Field,  

t h e  Cxatract~r &all relijquish t k i s  area &mO %he Gnerme3t  or a Gavera- 
b 

meat c ~ r p a r a t i ~ a  may apprclse, devalzp e?d prakuce i3depe.zdestly f ram 

t h i s  Fie ld  st i t s  sa l e  r i s k  a d  cast. ~Rwever, If 8 rcas~nable possi- 

bility exists  that the c ~mnercial devel;rpwat ~f a Field ar !'Pr~spcct~ 

(which, far the purpases af this Settiaa, shell be d d i ~ e d  8s a partias 

af t h e  C~rrtroct Ares 13 which seismic m d  aC,!er data irdicate the 

r e t s ~ x b l e  l i k e l i h a a i  ~f t5e ucistt3ee af e F%ld), thm the Caatracta' 

W 33t be. required t~ rcl ixulsh the: p ~ e i s n  a i  the b a t t a c t  Arta 

L.? vhfch a Field i s  laca%ed far the time aecessary far the Cmtractar 

ta carry xt further e ~ l ~ r a t i ~  ead appmisal af the sdJace=rt Fei ld  ar 

Pr~spect, s3 13% e6 the Cantractar het submit'",ed ard i s  carryi3.g cmt 
Wark ,?r~grems scceptatle ta the G a ~ e r r m ~  f ~ r  the Fields Prasptt6 

8. If the Catractar relixpishes u area c ~ ~ c l r r i y  a rud t h e  
Gaverme-st ar its Carparatla3 tsr'ies xt 8 p p ~ ~ I  sal  k7i devcljpmeni 

v ~ r k  PemrDix such area, the Gnzr.me3t give the C~=ltractor 
all tech.lical m d  &her data d e v e l ~ p d  ia c w e c t i ~ a  with th i s  wark. 

Tf the Gaverment comludes * a t  this F l e l d  may be c~mmerelally devc13pab4 

the:! it m y  issue a R&uctiq,? Lice=rce f v  the Fie ld  ta itself at i t 6  

c ~ m r a t i s n .  

C. The Ca~tractor ,U have the right ta  purchase 83 uadividd i ~ t v e s t  

l a  ev ?raductiu UcOce issued ts the Gaver-nut  ar i t 6  carp~ret ia l  

which cavers ea  are^ reli.lquisbed by the Ca~tractar  patrsu&.. to 6 , ~ b 7  
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s e c t i ~ s  A. Tae C2.XrecZsr must exercise S,%S right b~ givF?g the 

Miaister a ~ t i c e  thereai' d u r i . ~  t n t  sixty (60)  &ys ? ~ i i ~ ~ i , ? g  the b t e  

of issue af such L ~ C E ~ C S .  Tce s r c ~ ~ z r t  3: 'tnr Ir;t.erest ts be purchased 

by the Csatract shd be a x  hm5rei (100) perceat lees =he Fexeatage 

s z c i f i e d  by the Gmersneat 13 cxuectiaz with the exercise a* I t s  s p t i ~ 3  

mder Sct i3 . t  XVIII. 

8. If the C,axtract~r elects $2 purchase a3 i-?rYe~st 13 the PT3duftic)r~ 

Liceace as ~pzc i f i eh  12 sulsectiaa z ,  it shsil reimburse t a  the ~av'era- 

meat tht C~a t rac t a r ' s  prJ rate p r t i c i p e t i s a  share af th* t&al casts 

iacurrett by the G~veZ¶meJ+, or I t s  c a q ~ r a t i a  13 ca=t?ectia,? wi th  the  

a p p r b i d  r?u icvel~prxz& af the f i d C  s~bJezt t.: tht Licericz. 'lh= C a p  

t r a c t s  s h a l l  i d s 2  ~ ; a y  t a  the G~ver.une% e p m i u ~  equal t a  swca hu7dred 
'2 

(700) 3 perce-lt 32 "he t a w  ~f such appmisal txd develapme.* c a ~ s .  

The Catrec ta r  .shdJ pay these reimbursemmt -13 premium amx,?ts  ta the 

Gaver.meJt ~."',~Ai3 thirty (30) days Sf%er eXeITiSi.?g i t s  right t3 pur- 

chase. 

E. If the Ca t r ac t a r  exercises i t s  right $3 purchase as specified i a  

subsectiaa C, t h e  Ptauctf33 Lic+.?ce asd all Fetralcua? @eret+ians c ~ r r i e b  

J U ~  13 c a m e c t i ~ n  therewith shall be sybgcct t a  t h i s  Catract. 

A, The Ca t r ac t a r  shall prmide dl t e c h 3 3 1 3 ~  a?d expertise 3ece6- 
. 
mry t~ caaduct Petraleum Operatia~s. 

9 /ate: This premlw percatage may be subJect t a  chkwe. 
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3. 1. e C s n t r a c t ~ r  s h u  czr;uct ?etr~ieum Qperztians & i l i g a t l y  

csd i :~  accarh3=e kCiLyh t h t  eesereLly sncept& s z ~ x i a r C ~  ~i the p t r a l c -  

irrciust~-* a e r i m e i  t3 caable t h e  e f f i c i e , ~  P* W e  e ~ i a r e t i m  L* 

pra&uct:x. 9ydrxarD~ns t;, ~ i ~ i z e  the .jltinnte cc~=isuic re- 

emery ,-f i?ydrxarb~:l5 f ran the CCztratt Aree. Th: Zx-itract~r - 
e.lsurt that EL: msterials, equipe-it e 3 d  f eC i l i t i s s  us& iz ~ e t r ~ l e u m  

@er&tiazis cmp1y with ge,xr&Lly ac rq t ed  eag2eerFag asrms, are sf 

2, Cz3tractar shall a l s ~ :  

a) -sure that HyBracarb~3s d i sc~ve re i  prAuced vitDi=r 

the C~atract  are^ + n ~ t  escape ccd ape 3st wasted 13 ather m y ;  

C 6) prevezt drrmErg* ta aty &JacPlt: Hydracarbans s=ld water- 

biariag f h ma ti s3s ; 

d) take all aecessary precautians t a  p r ~ t e c t  a v i g a t i s 3  ~ 7 d  

3.  The C~J t r ac t s r  shall alsa i.?f3rn: the 14Izister af m y  apretar 

thst w i l l  perfarm Petrsleum Opers%is~s, a.nd the Cartrdctsr &?d m y  such 

*eratar shell be registered i n  Ksarmia, Liberia. 

C. The Csntractar shall periam all.mcesuremitats 33 the  H jd rxa rbas  

pr&c'ed frsm the C s t r s c t  Area a d  33t used 13 Petr~leum Operatia3s. 

'Gavement pers~.mel reay iaspect these messureme,xte &* the i3strumctts 

used. If it i s  x e e s 6 0 y  ar  desirable t o  nwdif'y there ilstnrments, the 

Ca=ltrsctsr sknl! s o  i z f ~ r ~ .  the  : k i ~ t e r  ',J &vc?ce, P-C Cs-;erxat  psr- 

ssmel rnw verify such ma5iiicatixl. 



A. Kttke-iz t ;?irry (20)  d ~ y 6  &ftn,r the =fe%ive Date t he  Cs-xractar 

shall grepzre s-d sAr,it ta t h ~ ,  F-Lsiszer s inizie'l %'ark Wag= c.d 
r 

h d g e t  w?Lch s u n r i z e  the P~tralcuc;3peratis3s that. the  Csrz,rsttar 

prapases t~ cerry 32% the Fetrdleu?, C ~ s t s  ta be i3eurted b~ri.ag t he  

Explarat i~n ?er:A sr~d vkicfi specify the Pctraleum Operatis36 k t  

the Cx.&ractar prJposes t; cerry aut 875 tb le5raleurr Casts t3 be 

i m r r e d  eurizg the f irst  Csatrsct Y w .  

B At lcast aiaety (90) days priar ta the begi.?=iFag J$ each subs* 

pest C ; ~ i t r f , t t  Peer, the Cxstm.ctar she!l ?rrp.-e SiIb~it  t3 thz 

Miaster e1 w z l  Wark Program ad 3 c B g ~ t  specifying %he Petroleum 

Operations Jf ES exp l~mt l~ .?  ratore that the Cs.?tractar praposes t o  

cri~ry axt m d  &P1 relate2 Petraleum C a t s  t3 be incurred d u r w  the 

e3-%13g Ca7trsct Year .  

C. The Firties recsylze the2 details af  8 Va~k Pragm, rea2;ird u 5 e r  

subsectia.% A or B-.may require cheage i n  lie% sf &*aresea circums- 

tmces, d the C33tr3ctar may rake ssucb chaiiges it deems zecessary 

l a  these c ircmstaces ,  pr~vided that t he  che,?ges 32 lbt ;3%er t;hc 

~ < . . e v L  ~?,:,JL.' 2. ;er: sf that ?ragram. 13 ao ev&?t, hwsver, shal l  the 

vark & expeaditure otLigatioas set farth 13 Sectia TV be excused, 

a c e p t  in eccsnksce~ wi'h the prcwisians af 'that Sec?Fo=1. 

O. The Ctrrtractzr SU e l s ~  prepare e3d submit ts the lAL3ister the 

appraisd &* d=velapmezt Vark -*agrms Budgets rewired u.?der 

Sccti~a V. P i c  YL.tlster shell pr~mptLy revleu eaeh such appraisal m d  

develqme2t Work Ragran and &zage a73 advfse a d  review ~ L t h  the 

Cjntractar 6.7 chmges the bE.cris%er caslders  ep?raprlste. '!be Miaister 

sWl apprae each such f ? ~ r k  Prsgran: h d g e t ,  as revised -b accardaxe 

vith Sectioa V, wL%hia sixth (60) days Cter  their receip? fran the csn- 

tract31 . If the FL-ds t r r  :ISL &vise the C~2 t rac t s r  22' z.7 =.0n5--r -yr 



3r S p , s  33% regueS fuKher  i : Z . a r ~ ~ t i c Z  f t z n  t h e  Cs2trzc:ar vithia s ix t~  

(60) O8ys cter receipz 3: e . ~  e?prsi=l or de=r&~pnr,s:. Kork ?ragram and 

E u d g t ,  t l l z  Gxer33e.x sn&l be deer?n-d ta heve s2cer;ted s u ~ h  Liark ? r ~ g m  

&- 3~Sge:. Tne prsvisi  32s JI t h l s  s i i b s e t i ~  skiali l i k e v i s e  ~ p p l y  t= 

tzuy t k c ~ g t  t: LT a?pmissl 3r Gevelopne.z \!ark Tr3gr.m or Brr&ge pr02aset 

subsq~entLy by the  C33:r~fCar t.= the Y?n:ster 'h'kic:'. 8 ~ c t  r e q ~ i r e  cue ta 
ufarse-3 c2rcmstcxe6.  

3. At less: :ii.n~ty (90) Cays priar t;, the begix~ix af eacb Cda' rc ia i :  Year 

~ ? t e r  the .a;prwel sf e=l appraisal 3r dw.;lopncrt W ~ r k  Frogro~ sr2 

by the Uais ter ,  the :;atrector shal l  prspare eaZ submit to ttre Y!aister 

&? n = u r l  W > t k  ,tragrw elk 5iige''; s-~:i-?yiri~ t h e  Tctraleua O ~ m . t i ~ n e  tho.?, 

'&o Cs3trectar prapasc6 t~ carry jut md the P z t r d m  Cast2 t3 be i=?ca2r=d 

duii=lg the exmiag year r e l ~ t i a g  t o  the Field f ~ r  which the appraistl ar 

devaopsrerrt Wark Prsgrom srtd Eudgzt was issued. Each such -ual U3rk F ~ J -  

grm, mC bags;  shall be 13 carifamity t;lth the eppraiscl Jr dwelspncat 

Nark ?ragrzm e?b >adget epprwed by 'the bKaister. 

1. The Yihister ska2.3. make eval leble  t s  t!!e Catractar all teck~ical 

i S a r m a t i a  i n  the Gsvermeat's possessiaa per+pi=rix t o  the. Cazitract Area. 

2. The Cs.%ractar &dl keep the Y l s t e r  fully 13famed af all 

may 8tte.A a* i%pe=t all such Operatisas. 

3. Withi2 thirty (30) days a e r  the e.d < each Cde=dar Qu8rter t h e  

C3zt.ract3r sn~.il ?rwide the h!!.?ister with s repart 33 eZ1 Pstrdeun Opsre- 

t i a a s  f 3r tha t  CaJeJdar Quarter, i,?clud.L.?~; q Hydrocarb~3s prsduced d 

rald.  Withi3 3Inc;ty (90) days &ter the end c f  eech Calqadar Year the 
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C;:trac',ar SF.&; ?ur?-&. t3 -A2 ki3iste- e -3rt 33 .ktPoleum opera- 

tic.?~ fo r  t h ~ z  Zderldar Y e w ,  i X l ~ L i n ~  - ~ I y d r ~ s a r S ~ ~ s  prabuced &.?e sale. 

I .  Tne Cs .? t rac t~r  shal l  P~rAst.1 t~ the :.%rdster the f s l l n r i n g  ?-epa=s, 

Bste &?d i,l"3mzti32 pKdLiing ts ~ k e  f ~ n z r s c t  Area i m I i i e 5 i ~ t r l y  &%er they 

Save bee3 prepared by ar hzve ~ E C J D ~  evaiieble ta *he Catrac-dr: 

a) sac set gealogical stuties m d  c,mpoc,itc repaes  m d  the maps, 

s e c t i ~ a s  a d  *her bacumests reietsd theret'u; .. 
b) aae set 3f gcaphjrsical re~3rdiags ,  J T I B N ~ ~ S E ~ ~ S ,  k t u d i ~ , ~  aa3 

interpretive reparts with a l l  caps, prafiles, sectia,?s cad ather &cume=lts 

r e l a z h g  therets, el l  3rigiza.L rec~rdi.?gs (tapes ar a then t s e )  e s d  all 

supportiag data; . . 

' .  . c)  zne set sf ifitid, daily a=rC f iml reparti, e% cm?asi',c lsgs 

represP?+i?g the lithalagy end otber:parameters r-tix t o  each veE 

dril led;  

a) a reprtseztative p ~ r t i 3 3  sf dl cares, semples, fluids m d  at'ner 

materids t h k z ~  13 outcraps eaZ! WU; sz? u p 3  t k  reli3~1~ishlEz~t d e.9~ 

partixi caf the Ca.?tract Area, all cares, s q l e s ,  f lu ids  d ather 

meterials (pr ~ ~ ; r l ~  ~ d e z t i f  i d )  i3 the  C~,?tr=tar's p a s s e s s i a ~  relati% 

t 3  that p3rtiaa af the Area; e3d 

e) a3e set af aay work, stady, msasurenerrt, a?alysLs or  ather result 

f3 a=ry f o m  probced by the Cs.?trectsr 13 comectfaa v l th  Ptralsum Opera- 

tisass 

A l l  iSomsti&=, data a.d materiels s ~ e c i f i d  i3 ̂ ,his subsectlo3 4 

shall be i n  s farm sfitable f a r  rep~at iuc t i~a ,  use 3r pracessin&, as &the 

cese m y  be. 

5 .  PAcr the Efec t ive  Cate a?d regartless af whether the Gaveme* 

has exercised i t 6  right t3 partieipete u.lCer k c t i 3 3  Xt'III, the Gnerzneat 

shall be g:vp_3 prior z ~ t i c e  A* shel l  b v e  the right t 3  atte=d ~ 1 1  

meztings held aaszg persans that  ceastltute the C ~ s t m c t s r  &?d shall receive 

all i.'lfarnat:an e . ~  d ~ c u n ~ ~ t s  g i v a  t a  such F e r s ~ ~  perteizing t a  Petraleun 

O p e r e t i ~ s  azi t h i s  2~3 t rec t .  

BEST AL:?ILABLE COPY 



U1 l.c~tmat:oa, deta &a$ e t e r i d s  su_c?Lid by either Faf,y t o  the 

ather pursue* ta this Cantract s h e l l  be kept cs.*id~l'lt'rel b~ the kTties  

f ~ r  33t less t i r ~ i  tventy f x r  (24) a3xks d t e r  the date 3s which such 23 

i.tE3matis3 , Bet2 3r materials were delivered by c.?e -y t; the  s'her, 

subJect t~ the f allahdng: 

a) izf~rrgtia,  data ad meterials which pe-aia t o  a ~ s r t l o ~  srC the 

Caatract Area uhlch has bee3 reliagu2shod by the Cantw~ctar OF ta &&36 

a t s i d e  the C~=rtrsct E.rea may be msde e-rziisble by the G~t:erxmest t o  ather 

Persans at any time; m d  

. b) the Gaver.lr,errt may at eny time request mather PersC1 t a  revieid 

q d  a~a lyze  the i - l famt ian ,  &ta materi-1s supplied by %he Cs.xtractor, 

pravideb that such Persm &=rtab the c o f l i d c r t i s l i t ~  af  such aE3r-  

ma'ci~n, dats ~ ? d  neterie.16. 

CONTINUX'Y AND SiFZNSIOh' OP OEFATXC?'S 

A. 1. I h e  Caatract~r -1 camance Petr~leum Operatioas vithtrt sl*ty 

(9) days after  he Effective Date a A  shell cszt ime suth.aperatians 

wi that  isterrup:s=1 d ~ r i a g  the Ekpl~rstia=1 %ria  aver all ~rrreli3quishe.d 

p ~ r t i m 6  ~f the Cxi%ract Ara  :it subject t3 B A.3d.Uctim Licezse. The 

. Cs=rtractor shdl a l s a  cs~i11~)c?ce. prsluctia ;rf Flydr~carbas frsm a ,kYeld i 3  

accordqce w i t h  the deve l~p- t  Uork Pragran s3praed by the Ml3ister relet- 

.&ng ta  that Reid a7d shaU c m t i m e  such prducti33 w i tha t  i ~ e r r u p t i a  

for t5e duretiszi ~ the Licease which cjvers that Field. 
. *  

f a r  Justif iable tech-ical reas~as ed subject t a  the priar ppp.rjval ~f the 

Miaster. 
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B. 23 the eve.% 2f 6 ~ ~ ? e s z e b  37 ser ias  F--Lgrsct:s=: sf the ?ettalee! C d e  

sr i t 6  reguleti3a.S by the C ; = r a t t 3 r  which i s  3s: carreczed kvitki=; tk27-Q 

(30) de:?s k-er 3 ~ t l C P ,  26 give2 t3 %be C,?ntrertar 'c:? the Mias-&r ta CJ 

to persc36, pr~pzrty  ;r e.wirsme3t, the  Y L 3 i s ~ e r  o y  reguire tbc C3nzrsetar 

t~ temp~rarily s u s p d  Pettaleurn Operatiaa~ 3r t3 t e k e  such ather mcesures 

es may be reascxibly 3ecessaT-y &?ti1 such l . e rac t i sn  or situ&t:a=1 b s  b e e  

rectifieb: 

The Cartractor shall pey ta the berm Devela?mezt 3xd af tht G>vtn- 

m m t  a sig=zeture barns 8 33e h d r e d  t t x 6 ~ 5 d  (103,030) dsllars v i t b i s  

thirty (30) dsys after the Efisctive Date. 

1. The C ~ z t r a c t a r  &dl m a k e  the f ~ L l s w i , ~ g  a s ~ u a l  reqtel payrn~7~& ts 

'the Gaveramex d;uiy the B p l ~ r s t i o a  Per id  f ~ r  ell ~uelisquished p s r t i s x  

sf t he  Csatract Area vhich arc  z ~ t  c ~ v e t &  by a ~ ~ c t i ~ = l  Lice=: 

a) ' d u r l x  the f,?itfal Explara%i;u Perid tea (10) b L a r s  per s q w e  

3) durizr~:',tho, first ex%c%ixi t a  the Explamti~~1 Periai t w a t y  (20) 

d ~ l l v s  per  square kilxleter; a d  
* 

:) duriag the secoA extusim to the kplwatis=1 P e r i a  thirty (30) 

doller;' p=r s q w e  kilmeter. 

2 .  Tbt Cxxtractar shall pay t a  the Gmermrrt axmal ra t& af 

th'iTt'j (30) do l l a r s  !per square k i l m t e r  f ~r ali ~ ~ t t i ~ . l s  sf ',Fie Cxtract 

Area suSJect ta a P r a l u c t i a  Lieease. 
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3.  Tbe ,9:rst r ez tC  ~ y n e . x  6hr.ll be mede vitain t k i = y  ( 3 0 )  deys 

cter t h e  F^r=ctive k t e .  ELI s-abseque.~ re=~*d pz)rn~sts be nede 

a t h i >  t h i ~ t y  (30) h y s  th? be&,tIrLr~ 9 each Ca.i&sr Year ta 

;rf;ict? they ~==&i=r. Rex=-2 peyz:rcs s h d 2  bc 2 z ; ~ t d  ~ r ~ - r e ' ; a  z = w - , ~ r i s ,  

md ea:k ;rzg-se% s h u  be accmposed by a surzns~ vhicb i=l&icetes i t s  

basis a* c~zpuzetia3. 

b .  = dcring av CsleJdar Year a che-ge g c c u ~ s  hi th  regard t3 the 

Ca~tract Ar- vhicl  results i=l a c h a s e  13 thz reftsl ,~a~mest due, the 

re.,%al peym*;t far the f s l l ~ % . q  Calel&ar Year shdL be adjusted '. 

acc~rbi.ngLy t~ cmps3sate f o r  t h i s  diff e r e x e .  

C. Raalt ies  

1. The C~.?~,ractar shdl pay t~ the Gsverznent a Rayelty af twelve 

83d at-half ( 1 2 . 5 )  perceat d the t ~ ' L a 3  Sfyhrxzrba?~ prx2uced is the 

C~zt~ract A r e c  which a re  =12t ueed L? P e t r ~ l e w  Qt rc t ions .  The Gaverunes 

my take the 3-tyalty far either Cruds Oil 3r Nstural Gas u b U y  a= pert ly  

i a  cash or i~ ki3d. Ufisss t he  Gavizrrrmettt clecta sthenrisc, the Rqtalty 

shall be wid i = 1  cash. 

2. The R~yalty  t8kc.l is cash st i a  kind shall be ve3ued a-lb paid i=~  

accardc=lce k i t h  the a p p r ~ p r i ~ t e  p r s v i s i ~ a s  3f Seeti33 XIV. 

A. Casts  Rccjvery 

I2 each CalesCar Year the  Ca~trnctar ray, f r a  thS Hydracarbs2s 

praduceci wi,thi=l t h e  C~stract Ares ucl 33t used 13 k t r ~ l e u n  Qperati~ns, 

. recsver i t 6  ?tr~leum Casts by re t a l a i sg  and dispsirrg a r  that m a t  
af Rydrxarba-3 qcal 13 odue ta the u~recwered Petrsleun Casts for 

that Caladar Year plus a l l  rtvzc~vercd *tr&eun Casts  frcnn priul 

Celeabr Years. 
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1. eter d & ~ c t i X i  C L L  rr?recavoeb Fetrsle;;~. C ~ s t s ,  Met H,yCr,- 

carts3s ( ss d S i 3 e t  bal=) sk7U be &zreZ b e t ~ e n  the Cjver.mc.?t a1t 

the Csatractsr l a  a = w m c e  rr i th the r3:ebu-er i=: +this subsectl23 2 .  

These 2rxe=ures prn5de f;r e ?ra.gressive Fncr-se i2 %he G~verrrmezlt'r 

Hydrxerbzs s h r e  bes& JZ the isereese l a  the Cxit,ractsr's prc-tw 

mte af returz acc3raing t3 the f~;lllarizg sh schedule: 

C ~ ~ ? - E C ~ J ~ ' S  G3vermezt ' s C~l'rtractar's 
!'PC-% x Ec:&L PaTtixi sf Net Parti33 kC 

Arcout Fate sf Returs Hydracarb J ~ S  Set Ryarocarbrts 

-- u? $a 30 p r c &  0 percest 100 prceat 
FA 3 0 ~ 4 t p r c e s t  40 percat 60 percent +/ 

. SA 50 percezt 63 pcrcez $0 percent f /  
"TA &bare 50 perce.?t 80 perc%.,l: 20 perceat :/ 

2. Is th i s  s u b s c c t i ~ ~  E, the f~l l&.% terns shall hsve the faLlsvl3g 

ueazl.336 with regard ta the relmr&.~lt %.lc--Car Year, except that t a t e l  

"NCF" JP V e t  Cash Flm" nesrrs the t~tol rcJemes f r m  Y,vdrac~rb~as 

praduce3 a-d ast used i :1  Petrdeun Optratias less ?etraleum Casts f3r 

that Ccle3bar Yeer, except that t~tai twemes  a d  Petraleun Casks .&ell 

exclude %has? revcues s?d C ~ s t s  zttribttable SJ %?p, ?;ave?rr~~3;t's F~???CF-  
. . 

patios udtr Sectiaa XVIII; 

* Wte: Tho- p w ~ e ~ t c g e s  3 the G~er.Lrrno,~tts erl the - 
Caz%ractarts respective sneres sf Bydracarb~ns a h  
far lllus+,rutive purpses j a y  a d  will v s q  hegmd- 
k i g  u p ~ s  the terms Xfered by the Cantractar t~ the 
Gaverrint . 

REST AVs.!LAPiE CCFY 



''fZ<" Jr ''lie% Ely3rxarb~:~s" s c r i s  t h e  v z k e  s t h e  tatal 

E&dr~carb2=is p r ~ u c e i  brd rtSt zse2 i , 'r  FD*-- -,. dleum wraz:33s less e l l  

"FAr Jr the "First. ACCJLZ", "SA" ar t h e  "Secci.-1& k.ccx,tU 

a C  "TA" ar the "!%in2 Acc l cs t "  nec i  t h e  respective T k t ,  Eydrj=grb 2 6  

a m a a t s  bctemAised I n  a=cartiexe with the r o l < \ - ~ i t  f a r m e  bclsv; 

"Y-1'' mass the =enday Yeer ?rece&-crg t h e  Gale-r Y ~ a t  

i n  questian; 

"iw me3s the decimsl equlvaiat  af t.he percatage cha=rge 

13 the rn~ztbly U.S. ~ A u s t r i a l  Pr*cti~s,  Seasxially AdJusted, fadoc 

! (as rep&& 12 the " I S w ~ t i ~ ~ a l  Fi-cia1 Statistics" af the later- 
I 

j &ti~:d Msrtetar~r r u b )  ?w the  nszth sf P!~vabsr 13 Y-1  t a  t h e  sarse 
i mssth i 3  t h e  Ca1eSda.r Y e a r  i 2  qu+6tia.'r; 
i - 

*S I ", "GS II" esh "GS III" ntm the G~vePmczrt ' s share 

>f Net RyCr~carbas f r ~ m  the First, Secxd a 3  " ;CIA ' A c c - ~ s ,  r s -  

3. Ihs .f 31iM-.'rg f srmulae 6-hall be us& ta ce3culate the releva=rt 

i;cc;rulsts i=i a @-yen Calendar Yew: 

First 

&can% = (FA far  Y-1 x (1.3 + i)) + 8ZF 

A c c ~ m t  = (SA $ 3 ~  Y-1  x (1.4 + i)) + ( N E  - GS I) 

Third 

ACCSU,?~ = (TA far Y-1 x (1.5 + i ) )  + (NCF - (GS I + GS 11)) 



0 22 0 

t Lz z v  C&lesSsr Vesr i ~ ~ b i a t e $  f 2 2 s - i z g Y h e  C L s 3 B 6 t  Y e w  ia  which 

-. 9. z,-., SI: 37 Tfi i s  ;2s i tLve ,  the; rn  fsr Y-1)  S& Z d r  Y - 1  ar  2. Z ' J ~  Y-1, 

as +,he caso, m y  be, s h C l  be 0 iz ~p?ly lsg  Znt sk3vc fa rm\ iw far the 

C e l e = l i s -  Y e u  is questiss. 

(i) if I".&, Sh a t  TA i s  r~egative, the 

Gaverme3tts 2 ~ r t i s n  a? Eat, Hylracwb~ss  far  thzt respective kccault 

shall be zero; 

( ii) if FA i6 g ~ s i t i v e ,  GS I shell be ?arty 

(40) percezt :/ & FA; 

. (iii) if SA is p s i t i v e ,  GS f I shall be e ~ u d  

ta thirty. three azd a e  - t u r d  (33.33) percest 2/ af SA; 

(iv) if TI i s  pacitive, GS I11 shs13. bz equel ta 

fifty (50) p r c c s t  z/ Jf TA; 

(v) Tbe t s t d  vdue  d the .averment ' s share ;>f 

Elydrxsrbxis W be t h e  6u.m af GS I, GS. I1 a d  GS 111. . 

5 .  Ti32 Gmr.mc?t ' s md *&e Cxztract~r's respective ~ h s r e s  sf Net 

HyBrxarbns u3der this subsecti~s 3 shalz be detemized Sy diVIGl.q 

',h2 value 3f their  respective efiitlem8,zts Sy  the average price huri=ig 

thc m e  periad betemi*d ia acc~rdace  Kith &&e pr~vis iszs  sf  Sectixi 

XI-!. 

*/ mate: These pcrce-ztagts are bcsed 93 th3se specified iz subsec t i~n  - - 
B 1. ad are f s  i l lustrative w q a s e s  x i l y .  3 . e ~  w i l l  vary depe3dirtg 
apjs the percentages a c t u d l y  specified is subsecti~s B 1. 



N : . ' P !  GAS 

A, !;atnrel G ~ E  f;rr.- ir! . -esxiatisz w i t 2  Cruao, 3il wizick is zce useZ 

2 ?etrslewz 0-psrzti:zs 3r is 53% dzvel,y& sr m1C pursd- t~ the 

p t l v i s i ~ r ~ s  af e2s Csntmct snQ1 be re:rr,jectc,d at3 :-'.e GLISSV~~CC 

struc5ure. Emever, the Minister may authx-i:t the f1arir.g zf Nstxrel 

( i )  far sham +lime perfAs dur!.z& pr&ucl;im t e s t s ,  (ii) uhea it 
is i 3  accarbrice ii;i-th 6 s d  ~ii"iei5 practice ar ( i i i )  when it i s  

rtqxired by tathsical Jr f'icla?cial cir=un+stmc~s. Natural Gas mrtC 

with the eppraval af the Miaister s W  be deemed to be czed 13 Pet- 

roleum Operatias. 

B .  If +&e Caztractar cassiders tbe t  Nezur=d Ges ix& 13 e e s x i a t l o s  

with Crude Oil xey m t  be ca&erciaSjj devtl;pb, the Garermnert 

chaase t r r  tdse cad u t i l i z e  such Nctursl Ges w i t b u t  charge, except tbt 

all h=iiri.g frsm the ps i - t t  of ss?arati;3 Cr3rr crude ~ $ 1  b - l x  be at 

t h e  sale cast m d  risk af *as Gsverriat.  

1. A l l  Byhratarba=ls pr&uc& fram the CaSrsc t  am.  
& s a l d  by the C ~ z t r s c t o ~  t~ 223-Xffilietes &.ad tr, ?ers~=rs in5ep3dext 

C the Castractsr ( i  .e .  ~ 5 t h  t h e  Caztractor has ss Qre=t ar ia - 
direct c~ntrrrctual or ,j=iat 1-zterest) shall be valaed at the 35% realized 

ME price received 'oy the Caitmctar. 

2, A l l  Eydracarbxs pradused f r~m the 2sr~traeS krea 

a d  6312. by the C3atraztar t c  A-Cfiliates a* ta Perszrrs 33t irdepadent 

fma, the Cstrkctar (vithls the rned.=rg ~i sdbsectim 1: s b l l  be valued 

rt the PiL&\%st 3 f  the faU3Wi?g: 



( f ) the  acta& ?rice r ~ e i v e d  by the Cj,-tractar; 

(ii) the FOB ?rice specifics in m b s e c t i s  1; Jr 

( 1  th= everege p r i t c  rece=ve8 by ssliers i~ 

i = e m a t i x ~ l  markets f ~ r  E y d r x a r b x s  ~f c~-,;;atabie q u a l i t y  &sd 

qusc;tity ~ r ' i g i z ~ f  izig frm c3tti:rirs is the sane g6era. l  g=~grephlca l  

ares as the f i z ~ c i c ,  t&?76 L&J c3=1~:d-=.rgti35 L-.y Ciffere3zieis ,af 

grade, gravity &?d t r a ? ~ p ~ n & t i a ~ ;  

b) far Natural Gas - 
(i) the act-& price received by the C ~ z t r a c t ~ r ;  

(ii) the RIB pr ice  s,htcifl& 52 su3~e=tls=l 1; ar 

( i i i )  the  CIF price S the 8aturit of l i g h t  Arabia 

Crude Oil neasilred an as. equivel~,=lt  2TU basis  &JusteC t s  e. Libsriu 

FOB price by deduct iw epplicable izsurasce, freight, kab l -g ,  cccami- 

s s i ~ s  u d  brdk~rage casts. 

3. The pr icc  ~f H y S r ~ c a r b ~ s s  prmidcd ta the L i b e r i ~ ?  mmsrket i=i 

acc~tda=rce ~ 9 t h  S e c t i s  ?XI1 shell &,: 

. a) f a r  Crude Oil - 
that pricc deterPli:~ed p u r s ~ c i t  t~ subsetti33 1, ar if  

a sales are made ttiicr mbseczia,? 1, the= t i t  price determiaed pur- 

sue=it ta subsectiol'r 2. 

b) f ~ r  NstureJ Gas - 
tSmt pricz fixed by n u t u  agrscrz2t betwee2 t he  

hrt i e s ,  taki.~ i s t o  accatcit thc value J? the f c l s b f i  ,fuels that such 

Naturel Gas Cisplaces a the Liberiecl narkct .  - 

L. Price c a n p t a t i ~ x  uber  this subsectixi A shall be based 33 

the avemge se1li.w price far each Cale3dar Qarter. Such c ~ r o p u t a t i ~ a s  

L-d a l l  pmcits reletcd therzta shall be mde vi th is  thirty (30) de$s 

after tho, srid d the Caladsr Quarter t~ which they r-te. 

BES 1 AVAILABLE COPY 



Cisstrart Are3 ,12 ;A used i r ~  Str~leuxz Operetix~s, u.-Jes~ J t h m s e  

r t i p c l a t d  in this Sert iai  Dr iz Sect ims XI er.2 XIZI regardiw R~yal -  

ties a . C  sc?pl,y :f a ~ t i o r ? d  needs, respxtlvely.  TSe Cxitract~r s;?a;l 

give the YAnister reas rek le  prlar mt i ce  sf nl'l pra-psed c3stracts 

a39 t he i r  respective terns e.?l c335itims fdr 'the sc le  d a=ry wrt 
Ji the Iiydr~car3t=ls pr~duc t ix i  t~ *ich 'he Gavermz=lt i s  enti t led 

uder this Czzt~act .  

2. The Gmeme=rt n&v elect  t~ receit-2 i3 kjsd all or p m  
of i t s  en t i t l emat  a,C H y d r ~ a r t x i s  pr~duct iaz  fram the Ca.?tract Area. 

If it sa elects,  the Mirzster shall s ~ t i f y  the  b i tPac ta?  accardi=igly 

at lees t  sF3ety (90) days p r i m  t3 the begirfiisg af the Calosdar 

Qaarter f ~ r  which such electiaz shaU begis, ~5 s ~ c h  electta shall 

be bi=idi,?g ~ = i  the Gaver:mk!ist f3r at l o s t  tit3 Celezaar Q~rters. 1s 

such case, tlr? &lister 6-3-?l &vise the C~zitmc~dr 3f '&z delivery 

schedules e=d s a a ~ - ~ t s  ;If Kvdrocarbxis 'hat the Gsermert w i l l  take 

in  kisd duriag the p e r i d  cd its e l c c t i ~ a ,  &is wcf; Qv3racarb3ss 

be deLivered ti, the Gwec'c~t at thc  p3k;t jS -~rt .  

3. The Co2tractw shell 3jt m t e r  in ta  s c ~ s t r a c t  far t h e  sale 

af part af thz G=errs;e=t's e A i t l e e z t  sf Bydrxarbazs p r A u c t i a  

f ~ r  a p e r i d  ~f ti= m e h  exceeds twa (2) Celezdar Quzrters vi+haut 

the Minister's pr isr  case.*. If tht MFlister g.m-7~~ such c~asezk, 

the G.wtr=im*at &all a exercise i ts  riglt Q r c s i v e  Hydracarbns 

12 kird f3r thsse 9ydrxarSsns which art the sub:==t t;, such c a t r a c t .  

4. The Cs~t rac t a r  &hell s a t  ci-er Lqt;, a czstrsct  far the sale 

af u y  pert a+) i t s  share sf Hydracerba~s p r & u e t i ~ a  f a r  a periA jf 

t i ne  which e x c z d s  f ~ u r  (4) Cae-r .%rters ~it!?-~ut the Miaister 's 

prior cansent. If the 14hister greVs such cansea:, the Gaver-qrtt 

shall 33% exercise i t s  rig!!t U e r  Sectim m1I t;, requLre the CJS- 

t r a c t a r  t;, supply rat iaal  :reeds frm :has? Eydrxarbass rrkich are the 

subJect ta such c a ~ t r a c t  . 



5 .  h e  Csatrac:ar a!:=Gl m:, d i r e c t l y  J r  L ~ C i t ~ t l y ,  e x e r  i n t ~  a3g 

cantract  f ~ r  th t  s a l e  ;f Iiyc-scark~ris p ~ A u - 0  ,,d f r x  t h e  Zszzratt  Area kWi-A 

sw Ste'Ye J? Pepsan uhick t h e  Gaver;.e:.: has by lav Jr 3-2'1~1~2 p r ~ ~ m c e -  

mest 3 e c h t e d  tz b e  hasti le  ar u Z r i ~ d l y .  

zar ync &e ;f Hyara=er'c&~s pr~duce8  frm the C~zitratt A-es ts .my Stece 

sr Pers~s p r e ~ ~ ~ i  by the %a-ermmt ,  p~ ; t* i&ed- t f i~ t  the tcms a 6  c ~*',t1355 

af suck pr~;asa0 s j l e  are c~rpp, t i tLve with thssz ~ C f e r s d  ta tGs C ; ; ~ t r a c i j ~  

by &her pJtst ia.1 bxyers. 

7. The C~n ' l rac ta r  shdl take t i t l e  t~ all ffydracarb~ns t a  which it i s  

a t i t l e d  urder this C~a t r ac t  at the pzizt. ~f expart. . 

A. Wbject t;, t h e  lxel purchase ~ b l i g s t i d a s  sf S e c t i ~ s  XXI, t h e  Cxitractar 

a d  each Subcsstract~r s h a l l  have t h e  rig!'!'t t~ lnpatt i-%~ t he  Rep~3lic all 

materiels e3O equipmeat secessary f a r  Petr~leum OperatLzls. Such meterials 

a d  equipmest m y  be inparted o,xempt JZ all imparct autiss s d  taxes -ess 

they p e r t a i s  ta F e t r ~ l m  Opsratl~as related t~ a Prsduc t i~s  Licese .  kll 

mattrials -8 equipmeat impaeed far usc i n  ?etr~leum Operatlaas r~ , l a t ed  ta 

a P r ~ h c t i x i  Licease shsll be subJect t~ a l l  geasrally applicable i m p ~ r ,  

duties m d  t a e e  ~f ths Republic, exc+pt that the  tssl 2rnpafi drrties and 

taxes ~s each such h p ~ r , e d  i t e n  6- 9 s  exceed t ea  (10) ptrcezt d the  

'' CfF value Curirig the f ive  (5)  years f a l l ~ Y 3 g  the dace sf issue d the Pra- 

duct iz i  t icease  t~ wfiich the i t c ~  ~ l a t e s .  

B. Other thrz3 as spee$fieil Li subszcti3a A, all d t r  inparts by the C a -  

t r s c t ~ r ,  each Sgbca?tract>r rud their en3lqees s h ~ Q  be subject t~ all 
\ 

gezerelly a?plicable inpart duties a,ad texes af t he  Rz-public. 
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C. The Cs--;',rsct~r, esch S z S t ~ z z m ~ t ~ r  ~ 7 9  their enpbyees nay sell is t h e  

2 c p b l i c  821 i z p ~ n e t  i t e ~ ~  ukich t r e  5 2  Izzger 3eedzd f ~ r  ?ezrsieu:r bo re -  

t i ~ z s ;  hrnever, i f  such ins==s vore exec?: f r J ~  i ~ ~ p ~ r t  du:ies &.id taxes 3r 

vere subdtct t~ retiu:ed irnprt SzC_ies eib t&xes ,  the se'ler s h d l  f 'uL-Di lL  

all f sme l i= l e s  req-Arzd F:, c d z z s c t i ~ s  vith ' the pa,v~;czt ;3-* duties exi t s e s  

i s p ~ s e ?  such d t 6 .  

D. The Cxitrzctsr, eac.'! Subcos5mct~r EJZ the i r  ~ ~ p i ~ y t ~ s  rey ?wart f r~rc 

the R~publicj =xempt sf dl expar: duties ad ZELYC~S,  a1 Eydr~seiuxis pra- 

Buced f r a  the Csztrect Are6 a d  a l i  prev1xrlg i v ~ e e 5  i t e m 6  whicIi'.ere ,?J 

laager require2 f a r  ?c;r.deum 0,nzratl~:ts. 

SECTION F L  

CUiZRENC!?r Ah2 EXCW.VtE COlrTROLS - 

W1 2eyzclt.s u s e r  t h i s  C ~ z t r a c t  S- be xc&e i3 Udted States 

d ~ a a r s ,  ~ c l d  tho C~z t r ac t a r  sMl rai=f,eia all f i r w c i a l  a c c s u t s  esd 

recards i a  that currescy. 

1. The Caszr%ct~r, each S!Jbccz?tractar asd their empl~yeea shall be 

w f i t l e d  t~ receive, i m p ~ r :  i s t ~  the Rspublic, rzzit f r a  the  Republic 

af Ifydrxarbxis pursuast t~ this Sxrtr&ct, as vd.1 ss eil reveziues f a r  

the ~r retrt ~f g3As, pr f~ms=rce  sf services and paymeat se lar ies  

is c~.x ' iec t i~z  bi th  thc perf~ra;s::ce af ? e t r ~ l ~ . m  Qperati~ns; p r N d ~ , d ,  

hawever, tha t  t h e  C ~ s t r e c t ~ r ,  each Scbca t  r ae tw  &-LC the1 r i q l ayees  a g l l  

me& all t h e i r  respective ?zyme=lt'=d tax ~bl,igatis=is usdp,~ t h i s  Caz~ract  

the generally epplicable lows Jf the Republic. 

2. The C a s t r a c t ~ r  shall, with- zlraety (90) dsys a f t e r  the =d ?f 

each Csle.?&r Ymr, submit t~ th? G ~ v ~ , r m a t  8 suamsry S sl1 currejcy 

received, imp~rte8,  res i t ted  a ~ d  mistcined &brad  pursus~t  t.3 subsectiaq 

1 durlag the pelevazt Calendw Year. 



prs.*ibc ell cepital aecessary ta c>rdnct krtrslem Operatisas, s h u  bear 

the sale fFfmcia.1 risk fn carqf4,zg J U ~  suck Dpem%ia36 ad shdl  +&=re- 

Z ~ r e  heve a1 e c ~ s x L c  i.?terest i 3  +,he dev*zqnrX erd prsducti~z af ; 

Eydrxarb~ss f r m  t h e  Casract Area. 

I. Tho, Catractar, its Affiliates, t ech  S.sbcstractar ccA their 

et;plsj?es shaE be subJect t~ t h e  g a e m ? ,  e ~ l i c c t b l c  tax lavs sf the 

~e-publ ic  U c s s  ah=-sz  specified i~ % U s  CJS-cract . 

2. The t ~ b l e  IS:JD= derived by the Sr i t rac t~r  Iran Petraleun! 

Opem%is.'~s shell be subjzct t~ 13csns tax a= s rz%e 3f fif'ty (50) 

oerccst. %ti C~l; tract~r's  tzxeble i.crcme far the Cele=idar Year 13 - 
questias shel l  be determiaed By caputiag !i) grJss h e m e  f r m  all 

Hlydrxrarba3s pryiucecl frm t h e  C~atisct  Ar=a &?d sale by the C.:rtract~r 

plus all ~ t h e r  i s c s z  sr pscceds received by the Catract~r  r e l a t d  t~ 

?e'Yr~len Opmztisns ~r t h i s  C ~ ~ t r z c t  less (ii) eU exptzses deprecia- 

ti= detemisd i3 ecc~rdaztce -vitt; A p w d i x  2 sf this C ~ ~ t r a c t  plus 

accumulated l.>sset relating t~ Fetr~leum Opersti,-s which art pcmif.tad 

mber thz gescmilly eppiicskle iavs a? *A? Fie_public t~ be carried f~nrsrb 

f ran priar Cdezdar Years. 

3.  Chsrgts f ~ r  stn'ices s:tually reaC%~ed by the b v e r l r n e ~  ar its 

aihirristretixi dr ~ ~ l i t i c s l  ~~bbt~::ii~s~ shell be mad* at t h ~ ,  g a e d p  

applicable rates fqr such services. 
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C 3.- rac '37 keep 

ref lzct is& Pet t ; i + . ~ ~  

shali  be pr=ysre8 err6 ~a1~1=e incC Fs c~rLCsrxity - i i t h  r;~dors petralcm 

industq ?racc,ices m d  r s  prescriSrd is A ~ e a d i x  2 t~ $his Cs.itratt L% as 
. . 

nay be proscribs3 is r e g L e t l ~ a s  issued pursuc,?t %J the FeSr~lccm &Ae. 
Such a c e ~ ~ ' i % 6  & r e c ~ r d s  shdl be kept is Yd=lra-ie, Liberia. 

l a s s  v i t h  t h i s  i t s  

g ~ i ~ t a i l y  z;?li~3~hle Libsries ia;'. Such acc3u;Zs SIX& be c e e i f i e d  bJ- 

a=l isdepmhezt euditar acceptable t a  the G ~ v e m n s ~  ma shall be rubmit -  

ted, el936 vith ths  aubi tar ' s  r e p ~ r t ,  23 t3e G x e r r e s t  ~ithi=r L a z t y  

(90) days .&tzr the a d  af Czledar Y e a r  ta which thoy pee=.  
/ 

3. The G~vermea t  shall have She rig%% . t ~  audit the  Cantract3r ' 6 

beaks, -cards a=rd a c c a l t s  r e l e t i ~ g  t~ this C s = r t = t  b acc~rdmce with 

geaerally &?pli cable Liber im lav. 

A. The Gsvermest shall have the s p t i ~ ~  ta acquire a=l usdivided aa$ u=l- 

e.xumbered i . r t e r e ~ t  3 up t 3  t h i r t y  (30) pertest af the  tAal i n t e t e s t  is 

the Cstract.  Th? Gnermea t  may acquire sufh i a t e r e s t  eieher d i r s c t l y  
V '  , 

ar t h r ~ U &  a G~vermea t  c ~ t p a m t i  a?. 

8. The G a v e r m s t  must oxercise i)r6 s p t i a  ts p a r t i c i p t t  by p i v b g  astice 

t a  the  Cxitrac'ar u l t b i  sfaety (90) days e t e r  the issue t~ ths C a t r a c t a r  

af t h e  f i r s t  Praducti~z Sicerse vit'ni3 the  C ~ a t r a c t  Area. Such s a t i c e  

shall specify the percentage ~f the i z e r e s t  t~ be acquire3 by the Gave?=- 

m a t  azi th? F%rs~s. *at %%I1 hald it sz behalf li the G~~er=rae=1$~ &? such 
is the  case. If the  Gaer-meat exepcises i t s  ~ p t i a ~ ,  the  C ~ n $ m c t ~ r  ( ~ r  
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e ~ c h  ?ersa c ~ n s t i t u t i z g  t h e  3;ztractar ~r -h rz t~ . )  5ne1 r c i ~ q u i s h  =Ad 

tressfet t~ the  G,lvetmo,:~t t k 2 :  :krcc i t%gc i~r ter i6t  specifie5 by the  

Gaverm'it . Tne Gjvetme3. ' s sr,i:lpati,tr; s h e  : b e  &f ect f r z  the 

b t c  3f &f=ct  sf s ~ 2 h  P r ~ d u ~ t i a  Lice-rce, LZC =he G~verrxiier;~ 6 h L l  have 

ell rights r s 2  a b i i g n t i ~ n s ,  Fr...rate =tk its -3articipftia3, irr c~rf iect i la  

w i t h  P e t t ~ l c c a  Opereti 23s a-A this C s t  r s c t  . 
C ,  L* tht Gwerzaez exercises i t s  ~ p t i a  t~ ~ Z i c i p a t i ,  it shall re- 

imburse the C ~ a t r a c t ~ r ,  uithmt iz t t rest ,  f ~ r  the Gmerme.stts prd-rats 

share sf i5etr~leu.m Casts izcurred by th5 C s n t m e t ~ r  priar t~ the date sf 

issue J? the P r ~ 3 u c t i ~ a  Lic-se s v c i f l e d  LD subsec t i~z  9; p r m d e d ,  

hawever, that  the Gaermezt sh&ll ,?~t be m-uir& t a  reimburse the C33- 

t r o c t a r  f ~ r  &-iy p a T t i ~ 5  3f the b~rrus paid ~urswx-t  t a  s e c t i ~ s  X I ,  far 

data fees paid t;, the Gavetamest f ~ r  ges i~g iea l  Jr gemhysical irifhma- 

ti& 3r rcpaes a? f a r  m y  prdum psid %%he Catractar u d e r  Sectia 

Vf . W Gmcncerit ' c  reimhrgmt,?t shall  be payzble, a t  the Gnerzmmt's 

choice, ei ther 13 cash a r  13 k $ ~ d  Zrm up t~ f l E y  ($$ percut  ~f bhe 

t>*al GS I, GS I1 GS III, & & ~ m i ~ f i  PJr'SutZit t~ Seeti= XI1 3, a 
esch Celeshar Year ut*il the C ~ , l t r e c t ~ ~  hss beez reiabursed. 

D. IT the Gsrcrsmsat  exercise^ I ts  ~ p t i ~ 3  t 3  p a r t i c i p ~ t e ,  it d %he Cs3- 

t r s c t ~ r  &hall, withis s i x  (6) mazths rJter the  date ~i r f fect  ~f %he Pra- 

ductis3 Licerse specifled i=I subsrctia=i 3, =ter 1st; a ~ c u t d l y  ac tepable  

a p r s t a  agrtsmzat which .shall  gJvers the  rights 836 abll@ti=3s betwe23 

them as Cszitrsc~ar e& s h U  be casi6?eat  h Tarn azid suSst3,c1ce wi th  

petr~l- Lqaustry prectice. P t i ~ r  t;, the e x e c u t i a  af such 3peratisg 

agreemest, t h e  Cs.?tratt~r carry 325 Petraiem O?e.cati~rrs u d e r  ciy 

the=l-existi;s &green&. 

E. If the Gcrverrwt chases t~ cause a G~~zr.me=it c w p ~ r a t i ~ a  t~ bald i t s  

Lztcrzst, th5 Gsver.?mz?t gusrmtees the 2u? petfamtmce by t h a t  Pe r sa  af 

its d b l i g s t i ~ a s  ~ 7 d e r  t h i s  CJfirar t  &5c! u d e r  tbP, ~;>"-r&tiag a~teeme3t Vith 

the Cs~t rac t a r ,  a* =kt P e r s a ' s  fa i lure  t~ p r t r f~m -!sy szch ~ b l i g s t i s a  

6- 3Jt be y ~ u s t s  f ~ r  ter~t!!,?&tixi ~f :hi6 C ~ 3 t w t .  



A. 3 e  C x t r e c t ~ r  she l l  pr~vidz 211 persar~zel sccessary t a  carry sut 

P e t r ~ l a n :  Opetati~3s. 

B. I. The Ca-z?rect~f a A  each Subcastract.v shall  eapl,-3., ta t h s  =xi- 

mwn exteat p ~ s h i t l e ,  Liberias %t isz~ls  is. C J F G P C ~ ~  JZ with ?etrdeum 

Operstixis, a* the C ~ z t r e c t  ~r shall wdertclkt  rec miti,-~g, ebucatF~& e.3 

t ra irs i lg  prJgrans t; c.?s~re 'he mxiutuc - r t i c i ? ~ t i ~ s  af  LiSeriaa 

persJf'itl i=! Petrdeur! @~erst i~ss at all 1 2 q ~ € ! l ~  af r e s p ~ s s i b i l i t y .  Each 

a p r q r i a t e  W~rk Pr3p-m L* 3udgzt shell c ~ z t e i = r  ;)rJVisi~.';s *ith set 

f ~ r t h  the steps which the C ~ i t r a c t ~ r  L ~ t m d s  t~ take. i r r  this r m , g a r b .  

- 2. h r i ~ g  each C33tract Year af t h e  Zxplaratim P e r i d ,  the C a -  

t r a c t ~ r  shell -36 e mi,?im ~f f i f t y  '&=ad (50,WG) Ballars* 23 t h e  

e h c a t i ~ s  e ~ d  t r a i a i n g  af Likrle=, a ' i i ~ z l s ;  Curizg 'each yest af a Pra- 

duct i ss  Perla ,  t h e  C x i t r a c t ~ r  s$pl'l spocid, 13 c ~ a e c t i a 3  v4,th such 

ec?uceti~n c d  t w i g ,  the  mizimn m z l t  specif ie& ia the Cevelapm=?t 

Sudgct related t~ the P r ~ d u c t i s a  X c e s e  i a  queszixk. If a= part ~f th* 

~ ~ ~ ~ r a t i a  &ri* r u s  cxlcurm3tly wi$h ~ r ~ u c t i x  ?er i .g ,  J ~ J '  the 

~ b l i g a t i a s s  f ~ r  ths P r d u c t i a t  F e e d  shall a ~ s y .  

C. The C ~ z t m c t ~ r  ar;d etch Subc~=i t racS~r  shall be f r e e  t~ cmpl~y f ~ r e i m  

t h e  p ~ s l t i a s s  required. The ~~- re r smc? t  shall f s r i l i t o t e  She I s w c e  e'id 

a p p r W d  2f a l a b ?  imEigra t i a  a ~ t h ~ t i z a t i ~ 3 6  required f ~ r  the 

ewl..r,-m*~t af such fa-eigzi pcrss,?sel e 3 d  the saJ.ut-a ~f such p e r s ~ s = l  -cid 

their depc'ldsts ia +A* Republic. 

*/ ~ a t z :  Tnis a n a t  i s  f ~ r  i l l u c r e t i v t  prp~ses  JAY - 
&.ld may be subJect t~ :~eg~Cr.Letiafr with ezch C z - r a c t a r .  



C. T;12 C;~;tra~tar  s k 1 1 ,  uLtSF,? rL3tJ,!r (90) d:vs af ter  the  r,?d each 

2aLc>Isr Year, s ~ t i f y  thc m i s t * r  Jf ell perssn=iel epl~yer5 by tne 

A. SubJect t~ the p ~ m i s i x ~ s  ~f Ssctiss XXI regsrdi.sg g ~ a d s  scrrices, 

the Csstractar shdl be free t.2 select a& rCthi3 S'~bc~.?Lyrcctars fl its 

c h ~ i c e .  Haever, the Cxitract~r s h d l  ezsure t h ~ t  each Subcatrectar ha6 

the 2ecessary ptJfessiJ.?sl ~ X ' r L i s c  md ex-psrierrce t~ perfarm the w ~ r k  

ta be assi&ied t~ it.. 

B. ' Thc Ca=ract~r shall requite each Subc~=rtractw t~ camply with U 

relev- pr .wi s i~ . s  af this C;l.rtrsct asd t i re legfslatiss ~f the Republic 

e?plicable t~ its activities; prmibp2, h-rer, *a% a Sub=aatrsctsr m d  

i ts  e n p l ~ y e z , ~  shzU be reqared ta register cs reride3-t 13 the Republic 

(but shall be subject t a  ell t&x abU6a%ixis as sss-residsats) sslely ia 

c ~ a c t i  ~3 w i t h '  e castract with the Ca=r',ract~r, tht ?erfarrcartce S vhich 

r q u i  res the presztics ~f the Suk23t rart~r ' s tapl-yees uitkila the Bepublic 

Zar a p e r i d  3 time uPTch is tks aggregate Cr,s CX=C& kuzQr~d 

eighty (le0) ilnys is e . ~  Caleadar Year. 

C. The C s s t ~ a c t ~ r  shall nrLify ths B u s t e r  ~f the .lame a. address d 

each S u k ~ 3 t r e c t ~ r  as6 the id-2- ~f its euth~rizad reprcsatative 

vitbL=i thirty (30) &yc &er s c h  Subc~atrac t~r  has ken retaiaed 5y the 

Cs~trectar .  The Csstrsc t~r  s h a l l  e lsa artify %he FLslster, uiLU=r 3i3ety  

(90) days e f e r  the cad sf *a& Clllezdar Yerr, 2 all Subc~st  r a c t ~ r s  v h ~  

have uarked f ~ r  the Catractar durisg the r e l e v a t  CalWsr Year. 

BEST AVAILABLE CGPY 



A. Tne C33trac=3? fhLl ?rsvi&e all E,* services Decessery t~ 

carry ~ u t  Pett~leurr, Oper6ci~i6. 

9. 12 adtit is2 td the ~c l lge t i azs  s e t  f ~ r t b  hrticic  i'i regerti'ag 

the purcfiese ~f Uberim & A s  cad senices ,  the C ~ a t r a c + , ~ t ,  a e s s  

~ ~ C s n r i s e  agreea by the Yiirrister, shrll ward t h r ~ r y h  capetitivo, .'I 

bidbing =ch csstract f ~ r  t h s  purchese, loase ~r suppiy ~f G J & ~  aJd 

services i f  the t3ta.l vtlu2 d such c a t r a c t  exceeds three mFllian 
(3,000,003) C~l lars ,  

C. SubJect t~ the.prJvis i~as sf Seeti33 XV regrrrdisg i m p ~ r t  &ld m p 3 r t ,  

the CXi%r&ct~r a* each Subc~ntrattJr 6 u  ~ S S S ~ S S ~ J C  Jf d 

their resyctive lacstd materiels cd eq~!.pue=it m d  6 W  retaF3 t i t l e  t3 

all prcbased materials arA e q a p r n e a t  which c r t  3-z XcessRry f ~ t  ?e';ta- 

st9rege m d  expJrt af Kydr~carb~as =AcU betaras the ptsperty ~f tbe  

Glvet.mer;t b - i t h ~ u t  cast efter c!l~,amce by c u s t m  autharities at *the 

psizt ~f i q ~ r t  i ~ t s  the Republic but may be used by the  Z~st rac tar  b 

P e t r ~ l e u  Operatias duri-lg the & ~ m t i ~ a  ~f this  C a t r a c t .  

A. La5d 

i. Su3ject ta the p r ~ v i s i ~ a s  af Article 21, the Csersmat  shall 

place a t  the 3 i s p ~ s a l  sf the C a x r e c t ~ r  ~ L t h a ~ t .  cast all publlc 1-6 

reas~aably required the C~=l t rac t~ r  ti c~3s t ruc t  a3d miZitaf3 fac i l l -  

t i e s  Jecessary f ~ r  P4trslzun Operasixis. P~ssessla d la?d r;hall be 

retuned t~ the  Gxenrnezt at the ead JP this  C~*ract. 



2. If IPIC rees;ra'=l?r rrqcirez , P J ~  ?et-a1c.s @emti 23s b~,l;ags t: 

a privet? Fers~z ,  tkc C A ~ C ~ Y L C ~ J ~   ill cndeav~t t; acquire i t  thra~gh 

direct sgrccoe=rt Setvee: i tsr lf  ~ r d  c ~ t h  i e r ~ j ~ .  i f  " "ne C ~ n t r s c t ~ r  i s  

mcble t d  r-.a:h such agremt'it, t h e  G~verrw-at s h G l  i,?Sen*eze t~ assist 

13 &be caclus:;rr JZ such hgrterns~t. Ii such, agree=: pr3ves inpracti- 

cable Jr  im?~ssibie, she G~vermcz: shall expr~prietc s ~ c h  i a 5  1s the 

public ia teres t  ; p r ~ ~ e e d ,  Dsevet, thzt ';be C ~ z t r e r t s r  shp!  rcirnburse 

the Gnemmcit f ~ r  all c ~ s t s  21 ca;ltcti~.cl with such exprapristis;, 

bcludi=ig the c-essati;~~ paid t~ t h s  priar m e r .  me p r ~ p e r t p  rig!!ts 

thus acqxired &sll be registered 1s the  m n e  sf tho, G ~ v e r = r m = t ,  and the 

C a s t r s c t ~ r  shall have free use af such I m d  ? ~ r  the  d u r a t i ~ r ~  ~f this 

C a t r a c t  . 
Faci l i t ies  

1. The Csa t r ac t~ r  6hd.l c a s t r u c t  ,- makit- a i d  jperate all faci- 

lities required iq ca=lss-cti~=l with Zetr~leurc Opzret iss  . Such iuiLl;;ies 

shall beesme the prJ?sCy ~f the Gsermer;t w i t h a t  c ~ s t  at the & d 

this C ~ s t  =ct. 

2. m e  Gner===l*, m y  require that the C s s t r a c t ~ r ' s  b f r&t tuc ture  

fscFl i t ics  (iacludi3g, 'Sut :,.x limited t ~ ,  r a d s ,  P J ~ ~ S ,  pipeli3e6 a d  

;rther t m s ~ ~ r t a t  i 23 eA c ~ m d c a t i ~ a s  i ~ s t d h t i ~ ~ ~ )  be m&e sv.thfie 

t~ the G a e r d s t  ajd ~ t h e r  Persa36 i n  0=1 emergeacy Jr ia the w e s t  thet 

such f a c i l i t i e s  arc 3 ~ t  uti l ized ta capacity by the C ~ n t r a c t ~ r ;  .pr~videC, 

haever ,  t h R t  13 ?he l a t t e r  case, such use d a s  aj t  substaatielly i q a i r  

the efficient  ~zI ec~sJmi= c~rrd.dct ~f P e t r ~ l e m  @eratixis ccid is  sj5Jer.t 

t;, reasxiable c ~ q e 3 s ~ t i x 1  ( taki.ng t5t3 zccaat the p a r t i c u l ~ r  circum- 

: s taces  Fmalved) b e h g  paFd t~ the  Cas t rec t~r .  

A. Subject t J the p r n i i i ~ a r  li S e c t i ~ s  XN, thc ~ J i t m c t a I  

receivisg p r i ~ r  sJ t ice  S 8% least t w 3  (2) k l e i d a ~  Q~arters the 

Mrilster, se l l  t~ the Gaerazeat that  parti33 ~f the C x i t r ~ c t ~ r ' s  t ~ t a . 1  

f fydrxerb~ss  pra3uctiz; ta which it is ent i t l e3  -8er thls C ~ ~ t r a c t  which 



is reqLreC t~ %=let t h e  d ~ n e s t i t  r c i n ~ r y  sce5s ~f t h e  R e p U i t ,  t~ the 

cxteat tkt t he  C ~ v e r m e z t  c ~ r c ~ ~ t  m t t t  such L ~ & S  f r m  i t s  Rqqdty en6 

i t s  share ~f p r A u s t i ; ~  user S e c t i ~ : ~  X I Z .  

B. Xse ~F~ qusr,tity ~f the Za=ra:t~r '  6 E:rdracerbsrrs that It =st 

sell t~ t h e  G ~ v e r m e , ~  t~ nee% mch C ~ n e s t i c  reflzery 3ed6 sheli 3 s  

excee6 the  aamt vhich i s  e~;al t~ the +,~td F J = ~  seeds which C E X J ~  be 

met by t h e  2 y i r a r a r b ~ 3 s  p r d u c t i s n  t~ wkich the G,vecim,?t i s  e=,?t:tled 

i r ~ n  i t s  - 1 ~ t i 3 d  t e r r i t ~ r y  multipllce by a f r a c t i a ,  d which 'Ae 

3-ratjr shall be the  t a t &  amnz~t  d pra iuc t i s s  irxn the Caitract  'krea 

~ ? d  the  deamL3etar shall be the %&el Hydrxarbxis p r s d u c t i a  13 the 

C. If the C m t t a = t ~ r  sells a p 3 T t l a  ~ f  i t s  EyOrxsrb~36 prSductl3a t~ 

the Gnerrune?t t~ meet d ~ m e s t i c  ref ixry . x e b s ,  the 'raevmt v a l w t i ~ ~  
. . 

&TC -pat p r n i s i ~ l s  ~ f  S c c t i ~ a  X I 7  shrll a3ply. 

A. If s Field exte=rcs ~Vcr ssstbw pa* s f  thr, Republic which i s  subject 

t~ e i ~ t h e r  P e t ~ ~ l e u m  Agremmt fx t??e e x p l a r a t i a  &ail p r ~ G u c t i a  sf 

I i y d r s a r b ~ a s ,  t h e  ML-dster nay r2quire t h a t  the dwslqxnzzt d p r A u c t i x i  

~f the F i e l d  bs cs r r i ea  ~ u t  J ~ l n t l y  vith the L i c a e e  uder  the ather  

Petrdeua Xgremeat. The sane rule *.all a?ply if a Field i6 3 ~ t  c m w -  

c i a 1  anless i t s  drvel~pmc5t-e3il p r s d u c t i ~ a  i~ c~mbi=ieil v i t h - a  Hydra- 

c a r b ~ s s  d e p s i t  wkich extais t~ # is v & t h h  a? area subJ%ct t 3  ecuther 

Petrsieum +rc,crnest. 

b. If the Miaister SJ ~ r d e r s ,  the C a t r a c t ~ r  s h U  ca l labara te  v i t h  the 

ather Liceacee 1.r ?repari=rg z prapasal f - ~ r  the Jais)Y pr3ducti~zi ~f t he  

Eiydracerbaas dcpasl t (6)  b v d v e d ,  whlch p r ~ p ~ s a l  &a l l  be subnitted 

pramptly f ~ r  a2pr~val t~ the Mirilster. I? such prqasa.1 1 6  3a t  p r a q t l y  

submitted ar i s  =r~t ~ p p r a e d  by the P!=iist?r, the .Nlrdste? may prepare a r  

cause t~ be py-ted, f ~ r  the accxr l t  sf the Liccacees 13v~lved,  e p b  



f ~r 3 ~ i 3 :  pr~3utt:;,? t e s igns i  t~ achieve the m s t  ef,P:ci=rrt aevel~~n*ciz  

af the Field(s). If the ?-Z:,is=er a b ~ p t s  such e ple=i, the C ~ z t r a c t ~ r  

- - 4 .  shell C ~ ~ L Y  ~ 9 t h  .';.its c ~ d l  C,-~S. 

C. WS E~c:F;.'I s h l l  a s 3  32 s3plicnble f,d e fiat t h ~ t  ~Xte..db t~ 

are& thet i s  tl~t u4,ti.h ths, t e r r i t a ? ~  sf th2 Re~abl ic .  I3 such case the 

K i ~ i s t e r  nay a l s ~  imxe s y  =?-cia1 M e  2r e33ditiss f~ecessaq- ta 

=tie ~ b l i g c t i ~ s s  ~ a e r  %.'r agrremP,lt w i t h  &.'r F , ? t ~ m ~ t i  a z z l  ~rg&'riza- 

~ L J , ?  Jr adJacest State b5*A respect t s  t h e  devclqme,st a?& pr~ductiaz ~f 

the F'iciC . 
D. 'IgLthAs sse h1x~i9red eighty (180) days e f ter  the Plisitter's =ratice t 3  

+Ae C=.-ttractar that the p r ~ p ~ s e l  JS p191 uAer subsec t i~a  B has bee= 

a3prsved ar sdqttb,  as t h e  case my be, the Cditract~r &dl prxced 

cider such p r ~ ~ = l '  Jr pls3 t~ d e v e l ~ p  a 2  prsuce  Bydrxarbxis f r a  t h e  
P 

dep~s i t ( s ) ' .  If nw p r ~ v i s i x i  J? such p r ~ p ~ s a l  Jr plas a;prn'rd Jr &a?%& 

by th bfblster c ~ s t r a U c t s  t p r n i s i a  &? this C~atrzc t ,  the p r n r i s i ~ s  

Jf %he prsp~scd ~r p l w  shall prevall. 

The Czatract~r shall iadcmif'y, def e=rd hJld hamless the G s v e r ~  

P\.- agairast Ul claims, l ~ s s e s  c i d  -ges a t m e v e r  cws* by Jr 

resul t ix  i r ~ m  % t r ~ l e u n  @erai;Lxis c~aducted by ar a:. bshalf ~f the C33- 

t r s c t ~ r ,  prnided thz; the C ~ s t r e s t ~ r  shai3 a ~ t '  be l i a b l e  t~ the 

Gsvermst h e r d e r  far lass, c l a i ~ ,  damage Jr i aury  caused by Jr 

B. Irrsura.?cc 

1. ~ ~ ~ , v : t h s t ~ ~ ~ h g  subsecti~s A, the C a t r a c t ~ r  shall ~ b t a i a  d 

rziatai,i itl f m e  thir.5 paey  l iabi l i ty  i3sura'rce, the iasurer, issue,  

cwerrgc  cd terms af which shaLl be submi',ttd far  amrsal t3 the 



YLzister p r i ~ r  t,: the  S f e c t i v e  k t e ,  uhich .a~?ra*el  st.1.-'-1 JJ: be L?- 

tals3.mblg b7i thho-1C.  

7 .  Tnr C ~ 3 t ; m c t > ?  ihsll e l s ~  2btain r?2 miateis I n  farce  adequate 

thc Y!sistr,r as ia subse:ti:rr 1, f~ el1 ather risks I s  t ~ = ~ ? e : t i a  w i t h  

Petr~leua Cperatias, L s c l u d i 3 ~  but u t  li=iteC t~ l ~ s s  Jr m g e  t~ ell 

asterids, cqufpne.rt ~ r d  f s c i l i t i e s  use5 i2 Fetr~lcm Oper~.tias. 

3. The C z t r a c t ~ r  she;: auL~tCa all issurace required u A z r  .,this 

subsectia 5 i3 dfec t  U t L l  t n b  t€nni=iatis3 2f a l l  i t s  ~ b l i s t i ~ = i s  u d e r  

the Ca%ract. 

SECTION m1: 

A. The C ~ a t r a c t ~ r  nay assigi Jr tra=lsfe? e-i Jr sll ~f i t s  Tights ma 
~ b l i m t i ~ X  erisiag a t  ~f $his Ca~tmct t~ r s y  =filiete which i s  3% 

a Llcencee with the priar n p p r n e l  ~f the  PLAster, U r h  amrmel shall 

be grated if s ~ c h  Affiliate densstrates the fi=ial ard techaicsl 

capability ta carry at Petr~leuri~ Operati~3s e?c? agrees t~ be b u d  by 

the terms ;rf this C a t m e t .  

B. The Castrsct~r may 3Jt rrssia ar tra=rsZer a.?y ~r a l l  JC its rights 

a C  2bllgatiz,?s art si3g ~ u t  ~f this C ~ s t q c t  ts aqp - ? ~ r d f f i l i n t e  

v i t h a t  the ?riar eppr~val  ~f the U s t e r ,  uhich a p p i s v ~ ~ l  m y  take i a t ~  

a c c m t  the fi=rmcia.l e?b t ? c h ~ i c ~ l  c e : ~ b i l i t y  sf the assi=~ee s r  tm?e- 

but 

C. me Castrec2~r s h a l l  , ~s tL fy  the YLrister at l s s t  aiaety (90) Cays 

p r i ~ r  t a  the &%e ~f asy p r ~ p ~ s e d  t i ss i&~?~~it  Jr tm?sfer, md the Mia- 

s n d  give his a2prma.l ar state th* besis f ~r his d: sapprav4 

withi2 six- (63) days ther&ter. 



A. 12 the evcat G;Jre tbe.5 Jae Pzrs.23 C Z - ? S Z ~ ~ U ~ * ? S  the C J ~ ~ ~ B C ~ J Y ,  each 

such Fers~a mst isbivi&usllg register t~ &J b ~ s 3 e s s  is the Republic 

a 3 d  each 6Ml bf J3Fztly &ad szvewillq. b-Q b.j the  p r ~ v i ~ i x ~  Jf this 

C~stract vhich shell elsc be b i > B i ~ g  c p ; ~  t h e  respcttive successars, 

sss i6 .r~ azcl tre?sferses .LE each such ?srsa. 
C .  

3. If mre thm sse Pcra~a c~=tstitaites the Cxitractsr, tbe agreemeai* 

vhich gJverss their relatia3s sr wder which apr Per635 i s  besigmted 

the apepazar f3r Petr~leum Opersti~ns c'nnll be submitted p r i ~ r  ta its 

zxccntF~s j23r a?prwsl %a t h t  Kizist?r, trh:'.c? a?zr;?r-zl she.7.l 33t be 

m s x i a b l y  withheld. 

' Term - 
1. This ~ m t r a c t  sh*U rema- i3 full f ~ r c e  cad effect durlag 

the term . ~ f  the ESrpl~ratia Perid aab &all aut~mt icaUy  tew:aete 

in i t 6  eitirety et tihe esd Ji the kplaratla3 PZrLJd if 39 f i e l d  which 

is  deemed cxmercial by the Catractar has bee3 Escaered yithia the 

Castmtt Area. . . 

2. This  Catract sball reaaia i s  fu l l  f sr=e a d  effect v i th  

regard t~ sw p a r t i ~ a  the C a t r a c t  Area c ~ v c t - 2  by a PraductJ~zi 

Uce3se Tar .the ten af  such Licesse a d  &ell a ~ r , ~ m a t i c a l l y  temimte 

vith regard ta  such area upxi "be expirati~a si such Licesse. 

1. Tne C~atractar may t e r m i ~ t e  this C~strect  b-y givF2g the 



2. The Cl;jver~.~~,7t m y  t e ~ i z t c  this Zxtrect upxi the VL3?=er 

giriag thr C s t r a c t ~ r  t h i r t y  (33) dzys p r i ~ r  s ~ t l c e  if thc C ~ z i t r s c ~ ~ r :  

G.  is t; have made a w',xia & n a t e ~ i d  misreprese3- 

6 *&tl~.i 13 B E ; ? I Y ~ ~ ~  f ~ r  t h i ~  C ~ x r o z t  3r &3y Lic53se ar exTp,?sl;? thered;  

b. fe . i l s  ts camply ~ 5 t h  33lig6ti3=1 thz t  it ~ S E  ur&er this 

C ~ l t r a c t  v i t h i s  5h i r ty  (30) deys ef te r  it has received 1nszmz:l~as t~ 

d~ SJ fran the hL.?ister, ar fsr such 1;sgtr p e r i d  as the Mizlster m y  

agrt e; 

c;  f d l s  t a  c31ql.y with act, rey'latisn, arder 3r izbtmc- 

t izrr. issue& 3y the Mi~ister :r sther .Gntrrmest beywrtmat 2r agmcy 

u i t h i a . t h i r t y  (30) dzys after  be:^ requied t~ 12 sa; ar, 
. 

3. Termlxit iz~ &.?ell s ~ $  relieve the Plaatrac-r f r ~ m  the perfsm- 

u c e  d ita ~ b l L ~ f 1 ~ z . s  - z t s t .~? i I i~  he-emC-,..r yiar t.2 t~mLii?.ti>a. 

4. 13 the e v s t  3 terni32tixi  with regarc t a  seas c-vered by a 

Pra3uc t l~3  Lic%ise, '&+ I~ lh i s t e r  msy require the  Ca,litac+,ar ts c~atifrue 

E,-drxarb~zs p r a i u c t i a  s i  b- J? the Gsvemezt ? ~ r  a reas~aable  

time -ti1 the G~verxsat he6 %-&erred t h e  right t a  p rauee  t~ Ea3thl.r 

Persaa. 

SECTION XXIX 

LAWS kh'D =UL;.TIOhS 

A. Uaess Jthemrlse specified b this C~?-Lrect, t h e  Caatraotar, each 

Sdbcaatractar m d  t he i r  mplqees shall c ~ f q l y  vi+~ 6 i l  l~ws m d  

r e g u l e t i s s  a f  the I i e p t l i c ,  i s c l u b i ~ g  a l l  regulsti~as r ~ m s l g a t e d  by 

the bL'iister 'a eo.mectixi *th Pctr~leum Q s r a t i ; l ~ s ,  p r ~ ~ i d e d  t h s t  

such reguhtiszis 63 .?at lm?alr the r i e t  a? t h e  C ~ s t m c t a r  t o  c s r y  

jut Pet r~ leun  ~ e r e t l a s  3ar ~igrrif ice3tly &feet t h e i r  ec~ .?mic  



2. The terns e.* caclt~~--s ef this C ~ z t m c t  ezr! th= ?et t~le*m Zzde 

LU t ~ s t r ~ 1  Ctfi reg=< t3 t h i s  Cxzract ,  sst;rithszc,s5iq m y  

mbsq.i?.lt 13-;, aefree r rec.La:i==.?. -&-ich, If t ; ; > l i t > i  td tr~; t t m s  

z* t h i s  C ~ z t r b c t ,  w = ~ l b  $Lcl:isLI th? rights p-ted h e r e ~ ~ d e r .  

FORSE MUTE 

A. Each Party s U  be =cuse5 f r ~ ~  crn?lyi=1& ~ t t h  'ch= terns L* th&s 

Csatract, sner tha-? e1 ~bligati31 t~ pay ~ 3 3 e y ,  93r sa as o"3ch 

c a l i s = l c e  i s  hLdereE  s r  -,reve--rted by extmmisrcv weather, earth- 

quakes, eccid-ts, riats , str iker ,  wars (declared sr udeclareb) , 
i - & ~ r  e, ..+a * A G L ~ ,  i qekLL;uc ,  t e ~ r ~ r i ~ t  acts,  prstiieace, Cisturbuccs; 

dispasit i~2s Jr ~ r 9 e r s  ~f a gjversme=ltd azth~rity ( a e t h e r  such 

autharity be actual a r  ~smnecl ) ,  ac t s  ~f b d  ar 91 act ar cause that 

i s  rzess-nably beya3 the c a t r s l  af such Party (such circumstaces 

herciazf t t r  called "farce rz~eure" ) ,  ~ r x i d ~ ,  hzdevw, that the 

Liabil i ty  t~ 3 3 t a i ~  ca;rif.d, e q ~ i p m a t ,  nzteries ~r peFsaz& &LE 

B. If ei thsr  Party is u b l e ,  % . W y  ar 13 pa%, ta  car- j r r t  i t s  

~bl iga t ixke  ~ldttr this C~s'tract cue t~ a czuse JI' iaree  najeure, such . 
Party shell give aotfce i n  C e a l l  3 such cause t~ the Jthcr h e y  

vithF? s w -  (7) dzys  & t e r  i t s  xcurr.sare. I n  sich cese the obliga- 

t i a s  jf the k r t y  givi:,g the sa t i ce  shd l  be srrsp9?aea Cluring $he 

co=rti,'iua:ce ~f m y  i a i l i t y  so CELL-, a*- b m  Teies s W  & ell 

Lkt is  rozos.?able vizh9 their pmers t a  renave z ~ c h  ceuse. 

A. If, et azy time a u r a 6  the d u r a t i s ~  sf this Cat rac t  ar thcreAfter, 

there  shall be aw bifzererrce Jr dispute ~ 5 t h  reqecr, ts  t h e  e a ~ s i ~ : t $ ~ a ,  

p t ~ 7 i h ~  Jr &l°$=t 2 ' ; s s  C;strc:t jr j?lsi& xt jf t h i s  Zjs,ra=t a. 

c a x + r s i r ~ &  the r ights  =d s b i i ~ t i x i s  heremder, vMch d i f  f erc7se m 



days, either ,%ey s w l  have t i e  tiat t~ refer tho, diffcresce crr 

dis;rcl%e =a "the I X ~ r s a t L a d  Cestre ,DJT ',he Sfttlemezt L* f m e s t ~ s t  

DLspu',is h c r e i r i t e r  c r l l e d  the "Cexre" ) by ~ ~ 3 c Z i a Z i ~ r .  &e?C srb i -  

t r e t i a a  cs hero:.wt?r ?rnmideC. Elthcr m y  m y  camoscs cazci1l.a- 

a'lC 33 the Secretaq- Gezeral J: the Cer,tre e--& all i ~ l u 8 e  ii such 

53tice a s t e t e ~ ~ ~ ~ t  the ?uestisa ~r dis-vute esO whether t h ~  claim 

ar ~9lr'YCiti:i is 3f t h e  -Party gilv13g the aatiee. 

B. The MlAster af LsAa5s, YLaes ELXI E ~ ~ , r g y  i s  at, ~ m c g  af t h t  Cavern- 

s i p t e d  as such t 3  the Ce,-re by the  G s . ~ , r ; m = t .  The Gavermezt has 

~ l & i f i &  the Cestre t h e t  2~ E??~STL ~f CPSSS~ agrcenerits by this 
.. . 

Pisistry ss ic-qcirsti. . 

C. The ?art:es rtipuia'Ye t h e t  the Cs~rtrector skell bc treat& ss & 

D. '&e Farties' s ~ k n i s s i a z  t a  tine ,jurisbict:ss af the  Ce3tre shall 

biad equally' my sEccesssr 12 isterest t3 t h e  presat. G~vcr-meJt t%& 

to  $bt CxitractaP t a  the arterr', t!?at the  C a t r e  ttxl a s m e  j ~ t l 6 -  

d ic t io3  aver e differpace or  b i s p ~ t e  betwea such successor erd the 

a*-a k e y .  

E. The r i a :  af the Csstrectar ti: re:jilest the szttleno,=lt S a 

d i S e t e 3 c e  2r Uspute  by 'At Cmtre Jr ta mice a=~p ste? es 6 party 

t o  a pracetdisg prs-it ZJ tkds Cb,?',ract shal l  n ~ t  be dfested by 

the f a c t  t h a t  the C;lzkract~r  has receives p w t l a l  csmp-?satia? a=i a 

co3d i t i~ . ?a l  o r  absslute  basis f r s n  L-iy P t r s x ,  Sta te ,  gsveranerit agency 

ar i=lterr,ati~=ial or@-zs t icn  with r t s ~ c t  t.3 a= l a s s  a r  iz jury thst i s  

the  subicct 3f the rsfetr3ce a r  aspute ;  p r s i d % b ,  hwcver, that t h z  

Republlc may rzquire av:d=~ce tbt the payar J? sucb c~mpe,?satim agrees 

t o  t h e  exercise af t b s e  rights by th? Costiactar. 
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P. ;- s r b i t r c  crib& cx i s t i t u t eC  iz relzL_;az to h d i f f e r a e t  at 

disputr rmbr;lt',c6 t~ tF,e Ceztre p x s ~ f x t t  %.: this S e c t i ~ s  s h L i  co,?sist 

d sar 8 i ~ i t r E i t ~ r  a~;ai=ite2 by each Party ;:re ar5itraz~r ~ ~ 3 i ~ t e d  

by the ~&aix.:-, ;f tk k3ni~Fstrative Zauncil ~f t'ne Cestrc, which 

lazter arbitrar~r s h d l  be presidest ,S the tri3~=l. Such arbi trd  

tribi lW shP:'1 ep~Sy the 1av *he Be?ublic as8 s ! !  ke-~e the  parer 

t~ d e i l r  a C i v ~ t ?  ex RcOu3 et e. S ~ ~ U S  ~f the arbitraticm 

shal be 

G. The bec is i s2  ~f the amrd d- the arbitral tribtrqel specified ij 

subsectian F shall be fi3el a d  bFiS=ig u?33 the Posties up32 

F.er6os vb3 panic ipated  as 6 party in such arbitratla praceedings, 

ari the Psrties =d zsy such &rsa  shall cm3ly l.3 6336 .feitb with 

the dec is iaz .  

A l l  x t i c e s  required t o  be give2 bj either Fkrty to  the ather 

d e r  this C ~ s t r z c t  shall be ia wit i zg  cid shell be deemed t o  !x 
duly givcx i.f se-* by ?rep&id 6 i r  mil 3r trJ' T e l e x  3s telegrephic 

tmasmiasixi c a r i i ~ z z d  by ?rep&ld eir mail ar I? dolivereti by kwi 

t6 the respective &Cress 3f each Party I*iccsted beix or t o  such 
sther a3dre~s as e-ithzr k e y  ney subsequently lotZICy the ~ t h e r :  

The Gaver.v.e,?t 

The YLrdster af Lmds, Y!s;rs Pt,a aergy 

Telex : 
! 

The Cmtract~r 
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-6 Ca'i'Lract &&Xi eztfr i ~ t 3  elect ups;, t C c  by ~ C C  

G.wer.xcit is aeezrderce with I t s  lavs, a16 the f razificatija 

shall bz the Efect ive  Date, 

SECTIOT? XDZV 

A.. f ,trtewretati a 
' 4  

1. The capti33s enb hea&lrtgs is this ~ ~ 5 3 6  sdelp for 

referezce purpaszs md s !  xt effect t h e  f=tteias theresf. 

2. U ~ C S I  She ==text jthemise rewires, rdar shall 

i.zicl&c thz plursl esb - vice-versa -) &?a the masatemia=te a d  

m r s  gwhrrs s h u  iacludc e)&sh af the' sthvs' 

This C~ztract c a s t i t u t e s  t h e  a t i r e  u=rdere betwee2 the 

Parties a d  shall  3% be ame=lded or c a g e d  Kith. pria,r vrittts 
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T ,h \u?TiL'iSS %?=ESP, t h e  --ties .hve execute6 t'ris C ~ : l t r a = t  f=l 

F ' s r s - i a ,  Librie  s3 this day af 1 9  

The R q n ~ b l i c  ~f Liberia 

-- - - 
The hKzister ~f m a s ,  Mi~es & E-&era 

The Cxitr'sctar 
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Attach& t~ ssd nsde a; 'atepbl jart J? the Petrdlcun! meerre5t  

b e t w + ~ ~  ' h e  Ec-s~blic ~f Liberia artd 

, dated the 

CaL,-ect Area 

The Catract Area i s  delimited ELS f~;lws: 

A' map shnrL3g the C ~ . - f , r a C t  Area i s  attach& ELS page 2 t~ this A m - .  



A - C L C I  ,,c,heS t; 222 t i 5 e  ~i iztsgra1 part th? F::r;le-a Agrs-.c.'rz 

betvcea the 4~public sf Lijsria a i 2  

, d a t e  t h c  d ~ y  

~ ~ b r a l ~ c n  Czs ts  ~ 7 g  Celca2lr ??or s t d l  i ~ c l u d e  t h t  f ~ l l ~ v i ~ g :  

(1) The R~yeity; 

(2)  ?he c u r r a t  ;)ry,p,tizg c ~ s t 6  ~ : i m ~ r ~ t &  i2 Ciaus2 II 

5 ( 2 !  ~f this ~p?523!x; 

( 3 )  m? cz~itaf cdsts: c x c ~ ~ t  f i r  the b ~ n u s  ~aymcs3 u3der 

S t c t b z  %I, esumrrezed ia Cleuse 1: C af t h i s  z?p::,d:x; 
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A. X11~l'zbir expensss errd Bepreciati~z ? ' ~ r  tar. pur-,Jses in a-i.y 

Cabr:,dar 'cer s h d l  he Se ter z i se5  iz u c c ~ r d x l c e  ~ i t h  t h e  p r a v i s i x , ~  

vhich f ~ l i ~ h - .  

3. cur re:^: O p ~ , r ~ t i : ~ q  C a s t s  

which f;lldws) i 3 c u r r d  by the tx isrncf  ~r 12 ell Calo,sds;r 

Years p r i ~ r  t2 ~ . r d  ixclu5irrg tk~Z ~f the f i r ~ t  y e w  3f 

"c~mmsrci2 p r ~ d u c = i x , "  (which, f ~ r  p-dr?zses ~f th i s  x b -  

c laase  E, ne=s ~ r d a c t i ~ ~  ? ~ r  e per:~S 2f thirty (30) 
92ys ct a rote  -Aicn is zt i sast  eqcsl t~ s=venty (70) 2cr- 
cez t  sf the p:A pr~iuctizs rate s p c c i f i e 2  i 3  tSc dw5lap-  

nsnt W~rk F r ; ~ r a ~  f j r  the ?r>iii=ti J:, Li:sxe  is c_u=s>i a) 

( 2 )  klla35lt ~,x.?e::ses ia  a7y Czlzrder Yaar u f e r  the 

yccr sf f i r s t  c ~ r ~ e r c i c i l  pr~CPcti2:; s S L 1  iaclude 

BEST AVAILABLE COPY 



(e) L g 3 ~ r ,  z~?.=errds L-'2 s e r v i ~ e s  used irt dty-',J-dcy F e t r ~ l e u ~ ~ .  2~2r-s- 

tiX15 ir~clu2i,?g t h s e  i s . . '~ lv i3g surveys, e r i i l i n g ,  deve l  ~>no,,?t, 

pr3Sc:t.i ~ 5 ,  t r ~ b t ~ " , : ; t . ,  3re=1~7~r-t,  s t r ? Z e  ha?~'?-).iri~ z.,:;rl delivprjr 

af Ey3r serb~::s  s3d repair , nei:,ter%s:~ e-;d ~ 7 d 2 g J u s  a z t i v i t i k s  ; 

( b )  Gsritrel EL>& S f i c e  e k l r ~ i s t r s t i ~ r ~ , .  s f r ~ i c e s  e.?d'aperztZ.x n e r -  

head ex?e,?ses, irrclubi3g tech~i.:el =k ?elate9 serv ices ,  rn3+,erio2s, 
L c r z ~ s ~ ~ r t ~ z i ~ ~ ,  r e ~ t e l s ,  7~5iic r e l s t i z i a ,  sr~fcssi~~el, s r s x r , e l  

ard rLzdhg2 . s  ex?e3sa=; 7 r ~ v i d 2 6 ,  hrf*.e-t=r, tket  %lie -;atid d a11 

6ucb f ~ r e : ~  -pe3sc~  shell 33t exceet f ive  ( 5 )  perce-rt the 
t z t a l  P e t z ~ l c x ~  C ~ s t s  i ~ r  th%t Caler~icr Yesr; 

( c )  Istererr, fczs ix?Z c x m i s s i ; ~ s  22 1 ; ~ ~ s  ~ 2 3  C.em-Lfes abtaize8 

( 3 )  15sarc:,ce ;rezTums fees  a C  =I1 .?:<-3ditsr~s i:icurre& 3. C m -  

related t~ Te=r~ leus  Q e r s t  i ~ s s  . 
C .  Csgital C ~ s t s  

(Ij C a p i t d  c ~ t s  ere ex--,errdi"c'~rcs f a r  i f e n s  t h e t  x m d l y  have A 

,.. -..-..- . u s c f L  l i c e  6;rs::S;~r thz-, j ;c ;=&fa z-A G-a-- 1 ~ ~ w - ~ ~ , ~ ~  -::- 

8eprec ia tL~z  ~ r '  :c?Ltal c ~ r t s  ,~:IS f ~r curres'; o?errrtinp, ~ ; ? s t ~  

i scurrcd is .the Czlcsiar k'ehrs prf ~ r  t~ =-id i s c lud i rr~  tne 

yesr ~f f i r s t  z ~ z z c r c i a l  p r d ~ c t i x  shell. be aliae-3 f ~ r  each 

CalcsCar Yes?. 
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fr..-i.L L Aes, Iscludirg Ixidertei csstn;ctirz? 

. s d  m~ft:tles, u s e i  Is c x i s e c t  i ;:I ~ 5 t h  p,x_a;dre- 

C b r a ,  . hit rxc lu i l sg  a l l  ex-sdltur~s f ~ r  

activities rela=& t; z:y 2~n;iss sf the  Cds- 

tract Xrec which has See.: sx5jcct t~ f ~ t i f i c ~ i -  

such i i s c w e q -  i s  subse;ze~tly d c e x 3  ;at t3 be 

t ~ '  a?;rsisel. 8evcl~pe. - , :  z,i5 ~ r a i - i c t i z s  o,t9 the fcil&.ng 

c&pikC casts *&1 b= dcprtclztoC J:, z erelgkt-iise b s s i s  n e r  

crc - e i p t  ( 6 )  yesr w r i ~ 9 :  

(e) ~ 1 1  equipxent , ceteriels L?& fcciiities us& i3 c z z s e c t i ~ ~  

k t k h  ap?rai s z l  CAG devel 3;nenz ( x:'e~ s such ex?ex!itures 

relate t 2  a biscavery which is su=sa-uentLy decnaA s ~ t  t~ 

te taphblz d c~ n ~ e r c i z l  2ev%~qr,%:%), ? rAqc t i~= ; ,  trtat -  

m=?t,  trar,sy.2rt, .s ' ,rzge, fi.eraGir;.~ a 2  221ivery; 

('J) >;fa fees 3,:. t3.2 ZJ,itiaLtjr -3 ;he Guj=r;2.-,~t Cdr 

scismic ~ 5 d  ~ t n e r  l : a f ~ r r ? . ~ t i i X i  asd T - J ~ ~ s ;  

( c )  'ihe b ~ z d s  ~ 3 j 7 E 5 t  zider Settii;  YZ; 

(Qj I?lp_ tA&l azxrit, i . ~ : ~ l u L ? i ~ r g  y = n i > ~ ,  p i i d  by the Cgrt- 

t ractw . t~ ohe G J V F ~ ~ ~ C : I =  u:.rler S s t i 3 5  PI ; 
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( ca:isi&erntla.; ; i d  is c;l-i.se~ LLJ;; cri ti. t;ile G ~ 5 1 ~ - , : i ~ : r =  

Jr tnmsfer :f r i g k t s  ';.72ir t h e  C ~ ~ t r ~ i t .  

P i e  uz8eprcciated c . - p i t d  c ~ s t  ~f eL asset t&cs ~ u t  service 

s h a l l  k &epr5cint.e? ~2 :he 'msis dcscriecd iz t h i s  subcl~use 

C u&ess sdch essets has 35es suLJsct :J us.%-iticipted 

dcs : ruc t l a  Jr l:ss, i:, - h -~ i ch  casc i t s  ur,S?preciste?, v d u 2  ssy 
u 

be i n c l u i ~ d  i n  cl;rre::t q e r e t i r ~ g  casts ir; the Celerde? Ycar df 




