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Accounting Procedure, the purpose of the Accounting Procedures is to:

a) Classify Petroleum Costs and incurred and paid by Contractor as
well as change in scope and Additional Works (if any) separately and
to define which cost and expenditure shall be recoverable by
Contractor under Contract.

b)Specify the manner in which the Contractor's accounts shall be
prepared and kept for the purpose of executing this Contract.

c)Enable NIOC to monitor effectively the Petroleum Cost,

Remuneration and revenue Generated from The Field so that

Contractor's entitlement to the revenues of sales of Crude QOil / Gas

roduced as a result of the Petroleum Operations by Contractor can

e accurately determined pursuant to the terms and conditions of
the Contract .

d) Provide proper fair and equitable accounting records, including but
not limited to the books, accounts, records, vouchers, files, cost
recovery statements, and related supporting data and documents
resulting from the application of the accounting process for auditing
and monitoring process examining, reviewing ancﬁ) verifying purposes
pursuant to Article 26 of the Contract .
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This Accounting Procedures is intended to apply to the
provisions of the Contract.

The Contract established the provisions that govern the
cost which can be recovered by Contractor. The
provisions of this Accounting Procedures requiring
Contractor to maintain and report certain costs, does not
mean that such costs are recoverable.
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1-2-Tuveeeereeerennes Contractor shall prepare and provide NIOC
with its comprehensive Chart of Accounts and:

a) a licensed copy of the Accounting software and
Accounting Manual or manuals that the Contractor
will be using for the Contract.

b)Organization Chart showing recording and reporting
functions and

c)Insurance plan of the project and its insurance
agreement/s.

Notwithstanding the generality of the foregoing, the
Contractor shall prepare regular statements relating to
the Petroleum Operations under the Contract as follows:

*All Right Reserved-Dr.Zohdi/MAT Group@2018 102



[) Statement of Costs, Expenditure and Receipts (see
section 8 of this Accounting Procedures).

ii)Production Statement (see section 6 of this Accounting
Procedures).

iii) Value of Production and Pricing Statement (see section 7
of this Accounting Procedures).

iv) End of year statement and Annual Statement (see section
10 of this Accounting Procedures) .

v)Budget statement (see section 11 of this Accounting
Procedures).

Further, the Contractor shall provide with NIOC each
Calendar Quarter an inventory statement for each Calendar
Quarter.
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SECTION 2: CHART OF ACCOUNTS

The Chart of Accounts specified in Clause 1-3 shall contain as a minimum the
following divisions and the costs shall be allocated according to the nature of the
Petroleum Operations under the Contract in the following manner:

CAPITAL EXPENDITURES:

i)Exploration Petroleum Operations and Appraisal Petroleum Operations,
sub-divided further into:

A) Aerial, geological, geochemical, geophysical and other surveys and studies (If any)

B) Each individual seismic survey (If anticipated) ¢

C) Each individual Exploration and Appraisal well ¢

D) Logging , testing, completion , acidizing and all technical services needed for drilling
Exploration and Appraisal well .

E) Infrastructure (roads, airstrips, etc)

F) Support facilities (warehouse, etc), including an allocation of Common Services Costs
(Costs related to Various operations under the Contract):

G) An allocation of administrative general expenses for Exploration Operation.
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SH'M J
H) Other Costs (if anticipated in MEP, MAP and MDP) proposed by
Contractor and agreed by NIOC.
ii) Wells Operations

A) Each individual Development well and other wells (disposal,
injectional...)

B) Gathering Lines

C) Field facilities and pipelines

D) Tank farms and other storage facilities for petroleum ¢

E) Platforms, facilities and infrastructure within the Contract Area ¢

F) Support facilities, including an allocation of Common
Service Costs (cost related to various the operations under the
Contract).

G) An allocation of general administrative expenses ¢
H) Abandonment Costs ; and
I) Other Costs (If anticipated in MDP) as mutually agreed.
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iii) Production facilities and relevant operations, sub- divided in
the same manner as for wells.

iv) Utilities (as indicated in MDP) and as proposed by Contractor
and agreed by NIOC.

A) Power

B) Water

v) Material and Equipment.
A) Acquisition (The outlay required as goods or Services are purchased).
B) Inventories

C) Disposal

vi) Hand over
A) Pre-commissioning
B) Commissioning

C) Tests

D) Start up
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vii) Surface rights
A) Acquisition

B) Renewal

C) Relinquishment
D) Others

viii)Project management sub-divided as proposed by
Contractor and agreed by NIOC).

iX)" INSURANCE” (in accordance with the provisions of Article
12 of the Contract and as agreed by NIOC).

OPERATING EXPENDITURES' (sub-divided in accordance
With the provisions of Articles 2 and 6 of the Contract).

NON-CAPITAL EXPENDITURES (in accordance with the
Provisions of the Contract esp. Articles 6 and 8of the Contract).

—a
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SECTION 3

CLASSIFICATION, DEFINITION AND ALLOCATION OF COSTS
AND EXPENDITURES

3.1) Segregation of Costs

Costs shall be defined, identified, segregated and classified in
accordance with the purposes for which such expenditure are made. All
Costs and expenditures allowable under section 4; relating to the
Petroleum Operations (undertaken by Contractor) pursuant to
Contract shall be classified, defined and allocated as set out below in
this section. Expenditure history shall be maintained in such a way as
to enable proper allocation to each separate activity and block (6 and 29).

3.2) Exploration Costs (If anticipated in MDP)

Exploration Costs are all direct and allocated indirect expenditures
incurred in the search for Petroleum in an area which is, or was at the
time when such Costs were incurred, part of the Contract Area,
including expenditure incurred in respect of:
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3-2-1) Aerial, geophysical, geochemical, palaeontological,
geological, topographical and seismic surveys, analyses and
studies and their interpretation.

3-2-2) Core hole drilling and water well drilling.
3-2-3) Labour, materials, supplies drilling mud and

services used in wells with the object of finding Petroleum
or drilling Appraisal wells provided that if such wells are
completed as producing wells, and the Commerciality is
confirmed by NIOC, the Costs of completion thereof shall
be classified as Development Costs .

3-2-4) Facilities used solely in support of the purposes
described in sections 3-2-1, 3-2-2 and 3-2-3 above, including
access roads, all separately identified.
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3-2-5) Any Service Costs and General and Administrative

Costs directly incurred and paid on exploration activities
and identifiable as such and a portion of the remaining
Service Costs and General and Administrative Costs
allocated to Exploration Petroleum Operations
determined by the proportionate share of Total Contract
Costs (excluding General and Administrative Costs and
Service Costs) represented by all other Exploration Costs.

3-2-6) Geological and geophysical information purchased
or acquired in connection to Exploration Operations.

3-2-7) Any other expenditures in the search for Petroleum
not covered under sections 3.3 or 3.4.
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3.@D/mrelopment Costs N

Development Cost are all direct and allocated indirect
expenditures incurred and paid with respect to the
development of a Field including expenditures incurred
and paid on account of:

3.3.1) Drilling Development wells, whether these wells are
dry or producing and drilling and completion wells for
the injection of water or gas for enhanced recovery of
Petroleum.

3.3.2) Completing of Exploration wells by the way of
installation of casing or other equipment otherwise for
the purpose of bringing a well into use as a producing
well or as a well for the injection of water or gas for the
enhanced recovery of Petroleum .
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333 Purchase installation or construction of production, transport and
storage facilities for production of petroleum from a field, such as
pipelines, flow lines, production and treatment units, wellhead
equipment, subsurface equipment, enhanced recovery systems,
offshore and onshore platforms, export terminals and piers,
harbors and related facilities and access roads for production
activities (If so anticipated, in MDP).

3.3.4) Engineering and design studies for facilities referred to in above.

3.3.5)Any Common Service and facilities and general and administrative
costs directly incurred in Development Petroleum Operations and
identifiable as such; and if applicable a portion of the indirect
Service Costs and General and Administrative Costs allocated to
development activities, determined by the proportionate share of
total Contract Cost (excluding General and Administrative Costs
and Service Costs) represented by all other Development Costs.
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3.5) Common Service Costs

Common service costs are direct and indirect expenditures
incurred and Paid in support of the Petroleum Operations in the
Contract Area, including expenditures on warehouses, piers,
marine Vessels, Vehicles, motorized rolling equipment, aircraft,
fire and security stations, workshops, water and sewerage plants,
housing, community and recreational facilities and furniture and
tools and equipment used in these activities . Service Costs in any
Year shall include the costs incurred and paid in such year to
Eurchase and/or construct the said facilities. All Service Costs shall

e regularly allocated as specified in sections 3.2.5 and 3.3.5 as
Exploration Costs, and Development Costs and Contractor own
share of Cost respectively, and shall be separately shown under
each of these categories, where Common Service Costs are made in
respect of shared facilities, the basis of allocations of Costs to the
Petroleum Operations under the Contract and its sole account
hereunder shall be specified.

*All Right Reserved-Dr.Zohdi/MAT Group@2018 113



w— &yl lus Jas ygiwd o

3.6) General and Administrative Costs

General and Administrative Costs are expenditures incurred and
paid in Iran on general administration and management
primarily and principally related to the Petroleum Operations in
or in connection with the Contract, and shall include :

3.6.1) Main Office , field office and general administrative
expenditures in Iran including technical supervisory, accounting
and employee relations sections ;

3.6.2) charges for services which may be rendered by the parent
cornpan?r or an Affiliate outside Iran, subject to prior NIOC's
approval and not included in any other classification of accounts
as specified in the above, to support and manage the Petroleum
Operations under the Contract and for assistance including
financial, legal, accounting and employee relations services, but
excluding any mark up for services charged separately under this
Accounting Procedures.
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3.6.3)All General and Administrative Costs shall be regularly allocated as
specified in sections 3.2.5 and 3.3.5 and 3.4 to Exploration Costs and
Development Costs and Contractor's own share respectively, and shall
be separately shown under each of these Cost categories.

3.4) Operating Costs

Operating Costs: (If two (2) phases anticipated in MDP or when the
Contractor is the Operator pursuant to Article 17). Operating Costs are
expenditures incurred on Production Operations in respect of a Field after
the start of production from the field (wEich are other than Exploration and
Development Costs, by nature) in accordance with the provisions of Article 2
and 17 of the Contract and as agreed by Parties within 9 months before
commencing the production.

Operating Cost may be represented by a fee for each barrel of Crude Oil
produced and delivered to NIOC in a manner defined in the Contract as for
quality and marketability standard.

Any operating expenditure including man power, spare part, consumables...
incurred and paid for Crude Oil production during test and commissioning
and start-up period shall be considered as Capital Expenditure.
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3.5) Common Service Costs

Common service costs are direct and indirect expenditures incurred and Paid
in support of the Petroleum Operations in the Contract Area, includin
expenditures on warehouses, piers, marine Vessels, Vehicles, motorize
rolling equipment, aircraft, fire and security stations, workshops, water and
sewerage plants, housing, community and recreational facilities and
furniture and tools and equipment used in these activities . Service Costs in
any Year shall include the costs incurred and paid in such year to purchase
and/or construct the said facilities. All Service Costs shall be regularly
allocated as specified in sections 3.2.5 and 3.3.5 as Exploration Costs, and
Development Costs and Contractor own share of Cost respectively, and shall
be separately shown under each of these categories, where Common Service
Costs are made in respect of shared facilities, the basis of allocations of Costs
to the Petroleum Operations under the Contract and its sole account
hereunder shall be specified.
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3.6) General and Administrative Costs

General and Administrative Costs are expenditures incurred and
paid in Iran on general administration and management primarily
and principally related to the Petroleum Operations in or in
connection with the Contract, and shall include:

3.6.1) Main Office , field office and general administrative
expenditures in Iran including technical supervisory,
accounting and employee relations sections;

3.6.2) charges for services which may be rendered by the parent
company or an Affiliate outside Iran, subject to prior NIOC's
approval and not included in any other classification of
accounts as specified in the above, to support and manage
the Petroleum Operations under the Contract and for
assistance including financial, legal, accounting and
employee relations services, but excluding any mark up for
services charged separately under this Accounting
Procedures.
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3.6.3) All General and Administrative Costs shall be
regularly allocated as specified in sections 3.2.5 and
3.3.5 and 3.4 to Exploration Costs and Development
Costs and Contractor's own share respectively, and
shall be separately shown under each of these Cost
categories.
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SECTION 4:

COSTS, EXPENSES, EXPENDITURES AND CREDITS OF THE
CONTRACTOR

4.1)Capital Costs Recoverable and Allowable under the Contract.

Costs incurred by the Contractor on the Petroleum Operations
pursuant to the Contract as classified under the headings referred
to in Sections 3 shall be allowable for the purposes of the Contract
except to the extent provided in Sections 4.5 or elsewhere in this
Accounting Procedures, and subject to audit as provided for herein
in the Contract.

4.1.1) SURFACE RIGHTS

All direct cost necessary for the acquisition, renewal or
relinquishment of surface rights acquired and maintained in force
for the purposes of the Contract except as provided in Section 4.1.9.
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4.1.2) LABOURS AND ASSOCIATED LABOR COSTS (P.M.)

Contractor's monthly report shall show labor and associated
labor Costs, as follow:

A) Contractor's locally recruited employees based in Iran
Costs of all Contractor's locally recruited employees who are
directly engaged in the conduct of the Petroleum Operations
under the Contract (in The Contract Area and offices of
Contractor) in Iran shall include Salaries and Wages and the
benefits payable to such employees, pursuant to the labor laws
and regulations laid down in Iran.
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B) Assigned Personnel. Costs of The Contractor's employees
or the employees of Contractor's Affiliates directly and
necessarily engaged in the conduct of the Petroleum
Operations under the Contract, whether temporarily or
permanently assigned shall include salaries and wages and
the benefits as hereunder described:

Salaries and wages in Petroleum Operations shall be on the
basis of approved time sheets or other methods approved by
KEPCO. (This clause should be used to allow for charging of
first level supervision, technical services and engineering for
emgloyees located on site or Contractor's offices). It being
understood that in the case of those personnel only a portion
of whose time is wholly dedicated to the Petroleum
Operations under the Contract, only that pro rata portion of
applicable salaries, wages and other Costs as specified in
sections 4.1.2 (i), (ii) and (iii) shall be charged and the basis
of such pro rata allocation shall be specified.
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i) The Contractor's Costs regarding holiday, Vacation, sickness,
disability benefits to the extent , not covered by personnel's
insurance, and relative personnel settlement of payments in
accordance with the law, occurred in relation to the
Petroleum Operations under the Contract .

ii) The Contractor's Costs of established plans for employee's
group life insurance, hospitalization, pension and retirement,
provided that such Costs shall be in accordance with the
approved personnel policy of Contractor by NIOC, within 3
Months form effective date and consistent with generally
accepted standards in the international Petroleum industry,
applicable to salaries and wages chargeable to the Petroleum
Operations under section 4.1.2 (ii) above.
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iii) Transportation and travel expenses of permanent

Employees of the Contractor, including those made for travel
and relocation of the expatriate employees, including their
dependent family, assigned to Iran whose salaries and wages
are chargeable to the Petroleum Operations under sections
4.1.2 (i) and (ii) above.
iv)Contractor shall provide NIOC with manpower histogram and
details information of labor performing the Petroleum
Operations under the Contract and update such information in
the monthly reports.
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4.1.3) TRANSPORTATION COSTS OF EQUIPMENT &
MATERIALS

The Costs of transportation of equipment, materials and
supplies necessary for the conduct of the Petroleum
Operations under the Contract.

4.1.4) CHARGES FOR SERVICES
i) Thirds parties

The costs of contract services, services of professional
Consultants, utilities and Other Services necessary,
exclusively and directly for the conduct of the Petroleum
Operations under the Contract performed by third parties
other than an Affiliate of the Contractor.
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ii) Affiliates of Contractor

a) Professional and Administrative Services. Cost of
professional and administrative services provided by an
Aftiliate for the direct benefit of the Petroleum Operations
under the Contract, including, but not limited to services

rovided by the Exploration and Development Operations by
egal, financial, insurance, accounting and computer services
divisions other than those covered by section 4.1.2(i) which
Contractor may use in lieu of having its own employees.
Charges shall be equal to the Cost of providing their services
and s%mall not include any element of profit and shall not be any
higher than the most favorable prices charged by the Affiliate to
third parties for comparable services under similar terms and
conditions elsewhere and will be fair and reasonable in the light
of prevailing international oil industry and experience, subject
to NIOC's approval in accordance with Article 18.
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b) Scientific or Technical Personnel

Cost of scientific or technical personnel services provided by Affiliate of
Contractor for the direct bene]f)it of the Petroleum Operations under the
Contract, which cost shall be charged on a cost of service basis . Charges
therefore shall not exceed charges for comparable services currently
provided by outside technical service organizations of comparable
qualification unless the work to be done by such personnel is covered by a
specific approved budget in work program. Under such circumstances,
Contractor shall not authorize work by such personnel without approval

of NIOC.

Equipment, facilities and property owned and furnished by the
Contractor Affiliates, at rates commensurate with the Cost of ownership
and operation provided, however, that such rates shall not exceed those
currently prevailing for the supply of like equipment, facilities and
property on comparable terms in the area where the Petroleum
Operations under the Contract are being conducted. The equipment and
facilities referred to herein shall exclude major investment items such as
(but not limited to) drilling rigs, producing platforms, oil treatin
facilities, oil and gas loading and transportation systems, storage an§
terminal facilities and other major faciﬁties, rates for which shall be
subject to NIOC's approval.
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4.1.5) COMMUNICATIONS P.M

Net cost of acquiring, installing, operating and upgrading
communication system including radio and microwave facilities
between the Contract Area, offices in Iran and the Contractor's
nearest base facility .

4.1.6) OFFICE, BASES AND MISCELLANEOUS FACILITIES .P.M

Net cost to Contractor of establishing and operating any office,
sub office, base facility, warehouse or other facility directly serving
the Petroleum Operations under the Contract. If any such facility
services conducted in areas other than the Contract Area, which
may partly be necessary for the Petroleum Operations, or any
business other than the Petroleum Operations under the Contract
prior to NIOC 's approval, the net Costs thereof shall be allocated
on an equitable and consistent basis .
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4.1.7) MATERIALS AND EQUIPMENT
i) General

So far as is practicable and consistent with efficient and
economical Operation, only such material and
equipment shall be purchased or furnished by the
Contractor for use in the Petroleum Operations under
the Contract as will be required for use in foreseeable
future and the accumulation of surplus stocks shall be
avoided unless otherwise approved by JMC and NIOC .
Material and equipment held in inventory shall only be
charged to the Project Accounts when such material and
equipment is removed for the use of the Petroleum
Operations.
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ii)Warranty

In the case of defective material or equipment, any
adjustment received by the contractor from the suppliers
or manufacturers or their agents in respect of any
warranty on material or equipment shall be credited to
the Project Accounts under the contract and respective
entry (the record of such transaction in that account) in
Bank Charges account shall be rectified accordingly.

Contractor shall provide NIOC with a report of the
defective materials or equipments delivered and advise
the necessary actions are to be, or has been, taken in
monthly reports.
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iii) Value of material Charged to the accounts under the
Contract.

a) Except as otherwise provided in subparagraph (b) below,
material purchased by the Contractor for use in the Petroleum
Operations under the Contract shall be valued to include
invoice price less trade and cash discounts plus freight and
forwarding charges between point of supply and point of
shipment, freight to port of destination, insurance, custom
duties, handling and transportation costs from point of
importation to Operating Site and these costs (hereinafter
referred to "Net Cost") shall not exceed those currently
prevailing in normal arms length transactions conducted on a
competitive basis with Third Parties.
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b) Material purchased from or Sold to Affiliates and/or
transferred to or from activities of the Contractor other
than the Petroleum Operations under the Contract:

(i) New material (hereinafter referred to as Condition A) will
be valued up to the current international price (of the
same) subject to NIOC approval, within 15 days.

(ii) In the event that material is not obtainable at recognized
current list prices from general supply sources, due to
national emergency, strikes, governmental regulations and
other unusual circumstances over which Contractor has no
control and it is so established, the Contractor may supply
used material which is in sound and serviceable condition
and suitable for reuse without reconditioning (hereinafter
referred to as Condition B.) such material shall be priced
up to (75%) of the current price of the above mentioned
new materials, if approved so by the JMC and NIOC.
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Material involving erection expenditure shall be charged
at the applicable condition percentage (referred to
above) of the current knocked - down price of new
material referred to above as condition "A".

When the use of material is temporary and its service to
the Petroleum Operations under the Contract does not
justify the reduction in price in relation to materials
referred to above as condition B, such material shall be
priced on a basis that will result in net charge to the
accounts under the Contract consistent with the value of
the service rendered.
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4.1.8) INSURANCE AND LOSSES

The cost of insurance against included risks, including public
liability, property damage and other insurance as shall be
carried by Contractor or required by the Article 12 of the
Contract. Contractor shall not provide such insurance
through Affiliates or self-insure for a premium without prior
specific written approval of NIOC.

Insurance premium and costs incurred and paid for
insurance pursuant to Article 12 of the Contract shall be
charged to the Project Accounts agreed for Capital
expenditure as follow, provided that such insurance is
customary efforts prudent protection against risks and is at a
premium no higher than charged on a competitive basis by
Insurance companies .
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i) Insurance premiums paid to insurance companies shall be debited
to the sub-divided insurance account as follow; unless the
premiums are chargeable to clearing accounts :

a) Property
b) Employee benefits
¢) Third Parties
d) pollution (or adverse environnemental impact)
e) Cleaning up operations
ii) Insurance costs relative to the above mentioned accounts shall be

debited pro rata to the appropriate accounts mentioned in Clause
2 of this Accounting Procedures.

iii) The proceeds of any such insurance company or claim collected
shall be credited against the appropriate expenditure account
and reduce recoverable costs, respectively, as hereunder

described;
a) Insurance recovered or recoverable in respect of property damage:
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Amounts recovered from the insurance shall be credited to accounts originally
debited (i.e. respective accounts in Capital expenditure and Non-Capital
Expenditure categories) and respective Bank Charges shall be rectified
accordingly.

b) Insurance recovered or recoverable for compensation for injuries to persons
injured:

Amounts recovered from insurance for compensation of the injured persons shall

be credited to the accounts to which such compensation is debited.

It is understood that except the expenditures paid by Contractor to provide and
maintain insurance coverage against the risks involved with the pollution,
removing wrecks and cleaning up operations which shall be charged to respective
sub-divided insurance account as indicated in the above for recovery under the
Contract, payment for losses or the amounts received from insurance by
Contractor against such risks shall not have any impact on recoverable Costs .
Contractor shall provide full insurance coverage for the Petroleum Operations
under the Contract in such manner that no excess of the expenditure over the
amounts recovered by Contractor from the insurance is made.
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If no insurance is carried for any particular included risk, all
related expenditure incurred and paid by Contractor in
settlement of any and all losses, claims, damages, judgment,
including legal services, shall be charged to the appropriate
expenditure account, provided such loss, claim or damage did
not result from contractor's failure to operate in accordance
with the standards required by the Contract.

Contractor shall furnish NIOC notice of damages or losses
incurred in excess of ten thousand ($ 10’000) Dollars per
occurrence, as soon as practicable after report of the same
has been received by Contractor.

Contractor shall file timely claims and to diligently pursue
such against the insurers and shall keep NIOC informed of
the outcomes by respective report.
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4.1.9) LEGAL EXPENSES:

The costs and expenses resulting from the handling, investigating
asserting, defending, or settling of any claim or legal action
necessary or eXﬁedient for the procuring, perfecting, retention and

rotection of the Contract Area and in defending or prosecuting
awsuits involving the Contract Area or any Third Party or Affiliate
claim out of the Petroleum Operations under the Contract, or sums
paid in respect of legal services necessary for the protection of the
joint interest of NIOC and the Contractor, subject to prior approval
of NIOC, shall be allowable. Such expenditure shall include
attorney's fees where is not of section 4.2, court costs, costs of
investigation and procurement of evidence and amounts paid in
settlement or satisfaction of any such litigation and legal claims
provided such costs are not covered elsewhere in the Accounting
Procedures. Where legal services are rendered in such matters by
salaried or regularly retained lawyers of the contractor or an
Affiliate, such compensation shall be included under
section4.1.2014.1.4: as the case maybe
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1.10) THE JMC & JMC's SUB-COMMITTEES COSTS

All costs of the JMC & its sub-committees shall be allowable
for recovery under the Contract.

It is agreed and understood that any Costs related to pre-
commissioning, commissioning and start up shall be
allocated to sub-divided accounts and Capital Costs.

4.2) NON- CAPITAL COSTS INCLUDING:

i) All Iranian charges and Custom Duties as lawfully imposed
on contractor for the Petroleum Operations under the
Contract subdivided further into:

i-1) withholding taxes of sub contractors in Iran .
i-2) Social security charges; only employer's portion .

i-3)Custom Duties of permanent imported facilities,
equipment, material and consumables
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ii) Cost of audit

Cost of Audit by an independent Auditor of international
standing appointed pursuant article 26-2 of the Contract, subject
to NIOC approval.

iii) Expert Petroleum Accountant Costs

The costs paid for an expert of petroleum accountant, if any,
pursuant to clause 26 of the contract.

iv) The Costs paid for acquiring land, water and

The costs incurred and paid for required land, water and
electricity licenses in accordance with clause 6 of the contract.

v) Inspection Cost by KEPCO

The costs of inspection conducted by KEPCO in accordance with
Article 5 (i) of the Contract.
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vi) TRAINING COSTS

All direct costs and expenses incurred and paid by the Contractor
in accordance with the agreed training program for NIOC’s staff as
is required under the section 13-3 of the contract.

4.3) OPERATING COSTS:

a) The costs incurred and paid by contractor pursuant to Clause
3.4 of this Accounting Procedures shall be allowable for recovery
on net cost basis.

b) The costs incurred and paid under the provisions of the
technical assistance and services as referred to in section 2.2.4 of
the Contract.

All such costs specified under (a) and (b) above, as the case maybe
shall be fully documented and reported in the format and structure
consistent with the generally accepted practices in international oil
industry and agreed by the Parties.
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¢) The operating fee Eer barrel lump sum contract which may be

agreed pursuant to the Clause 17.

Contractor shall provide NIOC with its program and related budget
for the operating activities in annual work program and budget and
update such operating program and budget in every quarter as may
be required, during the period in which the contractor is Operator.

d)In addition to the above, Contractor shall provide NIOC with a

comprehensive operating pro%ram through program throughout
recovery period, containing all necessary activities and respective
estimated costs, including but not limited to studies, technical
and administrative services, procurement of the forecasted
su]Eplies, material and spare parts as well as executive plans and
schedule, to be performed and expanded by the Operator to up
keep all surface and subsurface including but not limited to drilled
welFs, utilities, facilities and equipment constructed during
development phase fully-Operative with maximum capacity
designed within six (6) months prior to last quarter preceding the
Hand Over date.
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The aforesaid operating program shall be prepared in
accordance, with generally accepted practices and
standards in international oil petroleum industry and
confirmed by the JMC. NIOC shall review, comment on
and approve such operating program before the Hand
Over date. The operator shall update the aforesaid
program at six monthly intervals and obtain the JMC's
approval in each time.

The Contractor shall assist NIOC in updating such
program after the hand over of the project, if so

requested by NIOC.

The Operating Cost under the Contract shall be incurred
and paid in accordance with the latest updated program
prepared and agreed.
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4.4) BANK CHARGES

Bank Charges shall be calculated and applied monthly, to all of the
Contractors Capital Costs and Non-Capital Cost which are
incurred and paid and duly entered in the books, yet remain
unrecovered in the current accounting month at a rate of LIBOR
plus seventy-five percent of one hundred (0.75%) calculated
monthly.

Monthly interest Rate for calculation of Bank Charges shall not
include the margin/spread (i.e,,075%)in compounding. In other
words, only LIBOR shall be compounded and then added to the
aforesaid margin for the Bank Charges calculation.

[t being understood that Bank Charges shall be calculated and
accrued to the expended Capital Costs and Non-Capital Costs after
" interest period " (i.e, one month after the end of the month in
which such expenditure incurred and paid by Contractor).

Libor is extracted at the end of each month in accordance with this
article 4.4 of the Accounting Procedures.
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LIBOR shall be defined as the monthly London Inter Bank Offered Rate of
(relative currency) that appears on tolerate Page 3750 (or such other page as
may replace page 3750 on that service for the purpose of displaying London
Inter Bank Offered Rates), or such other display provided by such other
service or services as may be designated by the British Bankers Association
for the purpose of displaying London Inter Bank Offered Rates( collectively,
Telerate page 3750") at approximately 11:00 a.m. London time on the day that
is two (2) business days, prior to the first day of such Monthly interest
period .If such a rate does not appear on Telerate page 3750 on such date,
then the rate appearing on Tolerate page 3750 on the nearest preceding date
shall be used. Bank Charges shall not apply to the amount equal to the value
of any cargo of Crude Oil, which Contractor fails to lift, per a nominated and
scheduled lifting under article 25 of the Contract and the attached long term
Crude Oil Sales Agreement, for the period of delay caused by Contractor.

Bank Charges shall not be applied to Operating Cost as well as
Remuneration.

Bank Charges account shall be rectified at time of any adjustment which is
made to correct accounting records and entries and this mechanism shall
not contain any excessive amount raised by errors.

Note: Negative Bank Charges shall be applied in accordance with Clause 9.6
of this Accounting Procedures
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4.5) COSTS NOT RECOVERABLE AND NOT ALLOWABLE UNDER THE CONTRACT

The following costs and expenses shall not be recoverable or allowable (whether
directly as such or indirectly as part of any other charges or expenses for cost
recovery purpose under the Contract.

i) Costs and charges incurred before the Effective Date including costs in
respect of preparation, signature or ratification of this Contract and costs
and charges incurred after the Termination.

ii) Expenditures in respect of any financial transaction to negotiate, float or
otherwise obtain or secure funds for the Petroleum Operations under the
contract including, but not limited to, interest, Commission, brokerage and
fees related to such transactions, as well as exchange losses on loans or other
financing , whether between affiliates or otherwise.

iii) Expenditures incurred in obtaining, furnishing and maintaining the
guarantees required for the Petroleum Operations under the Contract and
any other amount spent on indemnities with regards to non-fulfillment of
contractual obligations of Contractor and/or Subcontractor.

iv) Attorneys fees and other costs and charges in connection with arbitration

proceeaings.
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v) Fines and penalties imposed by courts of law of Iran or aréy other
respective authorities due to Contractors fault or its dependents of
any

vi) Donations and contributions.

vii) Any cost and expense in creation of any partnership or joint
venture arrangement,

viii) amounts incurred and paid with respect to non-fulfillment of
contractual obligations by Contractor.

ix) Costs incurred as a result of failure to insure where insurance is
required pursuant to the Contract , or where Contractor has
elected to self insure, or has under-insured.

x) Costs and expenditures incurred as a result of misconduct or
negligence of the Contractor.

xi) Costs related to administrative overhead for the following types
of assistance (which are considered to be fully compensated by
Remunerations and Project Management Costs%.

/
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Executive: time of executive officers above the rank of regional
managers, who are directly assigned to the project,

Treasury: financial and exchange problems and payment of
invoices by Contractor.

Purchasing and forwarding: procuring and forwarding
equipment and supplies,

Exploration, Appraisal, Development and Production

Operations:

directing, advising and controlling the entire project;

xii)Costs for which records and supporting documents do not
exist or are not supplied by Contractor;

xiii)Costs of goods and services in excess of the values
established under the Contract Costs shall include such
costs as named in the definition of net cost in point (a) of
article 4.1.7(iii) of this Accounting Procedures.
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Charges for goods and services which are not in accordance with
the relevant approved purchase order or agreement to a
Subcontractor or supplier;

Charges for goods in excess of the amount aEproved in accordance
with the clause 18 of the contractor or which the condition of the
material does not accord with their prices.

xiv) Any costs not required for the Petroleum Operations under
the Contract;

xv) Income taxes and any other taxes, payment, levies incurred
outside Iran or any tax imposed on Contractor which is not in
relation to the Petroleum Operations under Contract;

xvi) Costs incurred which are
a) Covered by insurance for included risks;

b) Receivable for any insured loss that is an included risk and
which was not claimed by Contractor under its policies of
insurance; or

¢) Would have been receivable by contractor where contractor
has self-insured with NIOC'S approval;
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d) Made from an escrow account maintained for the purpose of
the Petroleum Operations under the Contract.

xvii) Any other Costs and expenditure which by reference to
general oil industry practices can be shown to be excessive.

4.6) NON-DUPLICATION OF CHARGES

Notwithstanding any provision to the contrary in this Accounting
Procedure, it is the intention of the Parties that there shall be no
duplication of charges to the accounts under the Contract.

5) INCIDENTAL INCOME AND CREDITS

All incidental income and proceeds received by Contractor from
the Petroleum Operations under the Contract, if any, shall be
credited to the account under the contract and shall be taken into
account for cost recovery purpose.
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SECTION 35:

RECORDS AND INVENTORIES OF ASSETS

5.1) RECORDS

5.1.1) The Contractor shall keep and maintain detailed records of
property and assets in use for or in connection with the
Petroleum Operations under the Contract in accordance with
normal practices in exploration, development and production
activities for the international petroleum industry. Such records
shall include information on quantities, location and condition
of such property and assets, and whether such property or assets
are leased or owned.

5.1.2) The Contractor shall furnish particulars to NIOC by notice in
writing at six monthly intervals of all assets acquired by the
Contractor to be used for or in connection with the Petroleum
Operations under the Contract during the period immediately
preceding the delivery of such notice.
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5.2) INVENTORIES
5.2.1) The Contractor shall:

a) not less than once every twelve(12) Months with respect
to movable assets; and

b)Three (3) Months prior to Hand Over with respect to
immovable and movable assets, take an inventory of the
assets used for or in connection with the Petroleum

Operations under the Contract and address and deliver
such Inventory to NIOC together with a written
statement of the principles upon which valuation of the
assets mentioned in such inventory has been based.
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5.2.2) The Contractor shall give NIOC at least thirty (30) days notice in
writing of its intention to take the inventory referred to in
section 5.2.1 and NIOC shall have the right to be represented
when such inventory is taken .Failure of NIOC to be represented
after fourteen (14) days of such notice shall bind to accept
inventory taken by Contractor. After each inventory taking,
reconciliation of inventory with the relevant project accounts
shall be made. Contractor shall make necessary inventory
adjustment to Project Accounts based on the result of such
reconciliation.

5.2.3) When an assignment of rights under the Contract takes place, a
special inventory shall be taken by the Contractor at the request
of the assignee provided that the cost of such inventory shall be
borne by the assignee and paid to the Contractor.
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/5.2.4) The Contractor shall provide the NIOC, within 15 days, with

a comprehensive list of all relevant assets when requested by
the NIOC to do so.

5.2.5) The Contractor shall provide NIOC within 6 months from
E.D. with a full comprehensive software/business solution to
show identification, specification, modification, location,
costs, etc. of assets and properties of the Project and to show
systematic historical records of maintenance and operation
carried-out for such assets and properties.

SECTION 6 :

PRODUCTION STATEMENT

6.1)From the date of first introduction of Petroleum from the
Contract Area under the Contract until the Hand Over date or
during the period in which the Contractor is Operator, pursuant
to Article 17, the Contractor shall submit a monthly Production
Statement to NIOC showing the following information
separately for each producing Well, Field and in aggregate,
including existing production if any, for the Contract Area:
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6.1.1) The quantity of Crude Oil and Condensate produced and
saved.

6.1.2) The quality and characteristics of such Crude Oil and
Condensate produced and saved.

6.1.3) The quantity of Associated Natural Gas and Non
Associated Natural Gas produced and saved.

6.1.4) The quality, characteristics and composition of such
Natural Gas produced and saved.

6.1.5) The quantities of Crude Oil, Condensate and Natural Gas
used for the purposes of carrying on drilling and
production Petroleum Operations and pumping to field
storage, as well as quantities re injected.

6.1.6) The quantities of Crude Oil, Condensate and Natural Gas

unavoidably lost.
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6.1.7) The quantities of Natural Gas flared and vented.

6.1.8) The size of Petroleum stocks held on the first day of the Month in question.
6.1.9) The size of Petroleum stocks held on the last day of the Month in question.
6.1.10) The quantities of Natural Gas re injected into the Petroleum Reservoir.

6.1.11) The number of days in the Month during which Petroleum was produced from
each Well in the Field.

6.1.12) The Gas/QOil ratio for each field for the relevant Month.

6.2) All quantities shown in this statement shall be expressed in both volumetric
terms (barrels of oil and cubic meters of gas) and in weight (metric tones).

6.3) NIOC may direct in writing that the Contractor include other particulars
relating to the production of Petroleum in its monthly Production Statement
and the Contractors shall comply with such direction.

6.4) The Production Statement for each Month shall be submitted to NIOC no later
than ten (10) days after the end of such Month.

When NIOC is operator, Production Statement shall be prepared by NIOC.
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SECTION 7 :
VALUE OF PRODUCTION AND PRICING STATEMENT

=.1)The Contractor shall prepare a Statement providing
calculations of the value of Crude Oil produced and saved
during each quarter. This Statement shall contain the
following information:

=.1.1) The quantities, prices and receipts realized there from by
the Contractor as a result of sales of Crude Oil the Quarter
during the previous Quarter.

=.1.2) The quantities, prices and receipts realized there from by
the Contractor as a result of sales of Crude Oil during the
previous Quarter, other than to Third Parties if any.

=.1.3) The quantities of Crude Oil appropriated to the Contractor
during the previous Quarter.

7.1.4) The value of stocks of Crude Oil on the first day of the
following Quarter in question.
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=.1.5) The percentage volume of total sales of Crude Oil
allocated to the Contractor during the quarter in
question.

~.1.6) Information available to the Contractor, insofar as
required for the purposes of cost recovery,
concerning the prices of competitive crude oils
produced by the main petroleum producing and
exporting countries including contract prices,
discounts and premium , and prices obtained on the
spot markets .

=.2) The Statements required pursuant to this Section shall
include a detailed breakdown of the calculation of the
prices of the Crude Oil, pursuant to the provisions of
Sales Agreement.
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SECTION 8 :
STATEMENT OF COSTS, EXPENDITURES AND RECEIPTS

8.1) The Contractor shall prepare with respect to each month a
Statement of Costs, Expenditures and Receipts under the
Contract. The statement shall distinguish between Exploration
Costs. Appraisal Costs, Development Costs, Operating Costs,
Non-Capital costs and Bank Charges and sjpwall separately
identify all significant items of cost and expenditure as
itemized in Section 4 of this Accounting Procedures within
these categories. The Statement of receipts shall distinguish
income from the sale of Crude Oil segregated among Capital
Cost, Non-Capital Costs, Operating Cost and Remuneration
Fee and incidental income of the sort itemized in Article 4 of
this Accounting Procedures. If NIOC is not satisfied with the
degree of disaggregation within the categories, it shall be
entitled to demand a more detailed breakdown. The Monthly
Statement shall show the following:
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8.1.1) Actual costs, expenditures and receipts for the month in
question.

_—

8.1.2) Cumulative costs, expenditures and receipts for the Year
in question. (Year to date and from inception to date)

8.1.3) Latest forecast of cumulative costs, expenditures and
receipts for the year in question and from inception as
applicable up to the last day of the year under reporting.

8.1.4) Variations between budget forecast and latest forecast for
the current year and explanations thereof .

8.1.5) Any other data and information with respect to the costs
and expenditures incurred by Contractor under the
Contract including, but not limited to treasury journal,
down payment made, details of tangible assets
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8.1.6) NIOC shall present relative format and tables for such data
and information required by NIOC.

8.1.7) The Statement of Costs, Expenditures and Receipts of each
month shall be submitted to NIOC no later than fifteen (15)
days after the end of such month.

8.1.8) The Contractor shall prepare a definitive Quarterly
statement for Petroleum Operations ending March3i, June
30, September 30 and December 31 of each calendar year.

The Statement shall contain aggregated information in the same
format as required in Production Statement but shall be based on
actual quantities of petroleum produced, income received and
Expenditure incurred. Based upon this statement, any adjustments
that are necessary shall be made to the transaction concerned
under the Contract .
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SECTION g :
COST RECOVERY STATEMENT

9.1) Contractor shall, pursuant to Article 25 of the Contract, render
to the JMC as promptly as practicable but not later than twenty
(20) days following the start of any Quarter, Statement of Cost
Recovery (SCR) and Service Contract Fee (SCF) for JMC’s
review, and confirmation. After confirmation by JMC the
Statements of Cost Recovery and Service Contract Fee shall be
sent by JMC to NIOC for its approval review and if NIOC
disputes any amount set out therein, such amount shall be
considered as "exception” and treated in the manner set out in
Article 23.5 of the Contract. The formats of the aforesaid
Statements, sufficient supporting documents to be attached
and the Cost Recovery procedure shall be established by JMC
within ninety (9o) days from Effective Date. The Statement of
Cost Recovery (SCR) and Service Contract Fee (SCF) shall
inter-alia show as follow respectively:
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a)Recoverable Petroleum Costs and Remuneration Fee (in SCR), amortized
Petroleum Costs and Remuneration Fee (in SCR) amounts carried forward
from the Quarter prior to the previous Quarter, if any;

b)Recoverable Petroleum Costs and Remuneration Fee, amortized Petroleum
Costs and Remuneration Fee (SCF) for the previous Quarter split between
Capital Costs, Non-Capital Costs, net Bank Charges, Operating Costs and
the relevant Remuneration Fee amounts;

c¢) Total recoverable Petroleum Costs and outstanding Remuneration Fee, (in
SCR), amortized Petroleum Costs and outstanding Remuneration Fee (in
SCF) amounts at the end of previous Quarter (a+b);

d) Amount of recoverable Petroleum Costs and Remuneration Fee (in SCR),
amortized Petroleum Costs and Remuneration Fee recovered in the
previous Quarter;

e) Amount of recoverable Petroleum Costs and Remuneration Fee (in SCR),
amortized Petroleum Costs and Remuneration Fee (in SCF) to be carried
forward into the current Quarter (c-d), if any, including appropriate Bank
Charges as applicable pursuant to Clause 3.6 of the Accounting Procedures;

—
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f)Cumulative  recoverable Petroleum Costs and
Remuneration Fee (in SCR), amortized Petroleum Costs
and Remuneration Fee (in SCF) for all Development
Petroleum Operations during the Term as at the end of the
previous Quarter;

g)Cumulative  recoverable  Petroleum  Costs  and
Remuneration Fee(in SCR), amortized Petroleum Costs
and Remuneration Fee(in SCF) amount actually recovered
during the Term as at the end of the previous Quarter;

h)Cumulative amount of recoverable Petroleum Costs and
Remuneration Fee (in SCR), Petroleum Costs and
Remuneration Fee (in SCF) to be carried forward into the
current Quarter (f-g);
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i) Updated forecast of recoverable Petroleum Costs and Remuneration
Fee (in SCR),amortized Petroleum Costs and Remuneration Fee(in
SCF) in current Quarter, split between Capital Costs, Non - Capital
Costs, Bank Charges, Operating Costs and Remuneration Fee;

j) Updated forecast of recoverable Petroleum Costs and Remuneration
Fee (in SCR), amortized Petroleum Costs and Remuneration Fee (in
SCF) to be recovered in current Quarter, and amounts of any Crude Oil
to be delivered to Contractor in the current Quarter, in lieu of
payments in U.S. Dollars pursuant to Article 25 of the Contract;

k)Forecast of recoverable Petroleum Costs and Remuneration Fee(in
SCR), Petroleum Costs and Remuneration Fee (in SCF) to be in
succeeding Quarter, split between Capital Costs, Non - Capital Costs,
Bank Charges, Operating Costs and Remuneration Fee;
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1) Forecast of recoverable Petroleum Costs and Remuneration Fee (in
SCR) Petroleum Costs and Remuneration Fee (in SCF) to be
recovered in succeeding Quarter, and amounts of any Crude Oil to
be delivered to Contractor in the succeeding Quarter, in lieu of
payments in U.S. Dollars pursuant to Article 25 of the Contract .

9.2) In addition to the statements set out above, Contractor shall
provide NIOC within thirty (30) days after the Effective Date of
the Contract, a table showing the forecasted production and the
allocation thereof a s agreed between NIOC and Contractor.

9.3) Where necessary, the information to be provided under Section
8.1 as well as the quantities of Crude Oil Production shall be
identified separately Field by Field and for Crude Oil Produced .

9.4) The Cost Recovery information required pursuant to sub-section
8.1 above shall be presented in sufficient detail so as to enable
NIOC to identify how the cost of assets are being recovered under
the Contract.
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9.5) The Cost Recovery Statement for each Quarter shall be
submitted to NIOC not later than twenty one (21) days after
the end of such Quarter.

9.6) If throughout the Term any Statements of Cost Recovery
and Remuneration Fee shows an amount due to NIOC,
payment of the amount shall be made by Contractor,
within thirty (30) days after NIOC approval of Statements
of Cost Recovery and Remuneration Fee, by wire transfer,
to a bank account designated by NIOC, with the rendition
of Statements of Cost Recovery and Remuneration Fee. In
the event that such payment is not made within the time
set out above; NIOC shall be entitled to collect Bank
Charges on such amount in accordance with Clause3.6 of
the Accounting Procedures for the period from the due
date to the date of payment.

*All Right Reserved-Dr.Zohdi/MAT Group@2018 166



v e

/

9.7) Any amounts paid to Contractor for the recovery of Capital
Costs, Non-Capital Costs, Bank Charges, Remuneration Fee
and Operating Costs, as set out in Contract, shall be credited
to Project Accounts on the last day of the Month during
which the amounts are actually received by Contractor. If the
date of receipt of any such payment by Contractor is a date
earlier than the last day of the Month, NIOC shall be entitled
to a Bank Charges on the amount received by Contractor in
accordance with Clause 3.6 calculated for the period from the
date of receipt of payment by Contractor to the last day of the
Month in which payment is received (both dates inclusive) .
Contractor shall make payment of such Bank Charges to
NIOC in a manner to be agreed by the Parties.

Contractor shall provide details of such calculation in Monthly
financial statements or statement of Cost Recovery and
Remuneration Fee, as the case may be.
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~ SECTION 15 :
TAX GROSS-UP COMPUTATION

The Iranian Income Tax amount compensated by NIOC under Clauses 8
and 25 of the contract constitutes additional annual receipts for
Contractor .These additional receipts are also subject to Iranian Income
Tax that is "grossed-up”.

In accordance with Note 5 to Article 107 and with Article 106 of the
Iranian Direct Tax Act, Taxable Income of the Contractor shall be
assessed through examination of the statutory books of accounts and will
be calculated according to Article 94 of the Iranian Direct Tax Act. Article
94 defines the Taxable Income of the Taxpayers to be consisting of the
aggregate sale of the goods, services and other incomes reduced by the
relevant expenses and depreciation.

Following clarifications provided to NIOC by the taxation Office,
Contractor shall be exempt from any Tax and duties on imported and
local procurement (note A and B) ofy materials and machinery, provided
they are separately mentioned in the Contract or any sulg)sequent
amendment to the Contract.

Based on the above. The, following example illustrates the computation
of Contractors Corporate Income Tax.
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The following treatment will effectively result in only the
grossed up amount of the sum of the Remuneration Fees
and Bank Charges (less tax deductible finance charges)
being treated as Taxable Income of the Contractor.

In the event that NIOC withholds any taxes on the
individual payments to the Contractor specified in Clause
25 of the Contract or there is a requirement for the
Contractor to make prepayments towards such Taxes then
the individual payments would be similarly grossed up at a
rate equivalent to the effective withholding rate or effective
pre-payment rate actually borne by the Contractor, as
would yield to Contractor a net amount equal to the
amount that but for such taxes would have been receivable
by Contractor.
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ITEM No. MUSD
Remuneration Fee Received (Revenue 1
Bank Charges(Revenue) 2
Recoveries of Capital plus Non-Capital Costs (A) H 3
Recoveries of Operating Costs (B) [ 4
Receipts 142+3+4
Iranian Corporate Income Tax Computation; Provisional Taxable Income ”
(Receipts minus Recoveries less tax deductible finance charges if any)
Additional Annual Receipts (if any) _
Applicable taxrate Gross up @0.33333 (C) 5
Total Taxable Income including Gross up 14245
Income Tax @25% (D) on ahove _
Net After Taxincome in the hands of the Contractor 6
Recoveries of Capital plus Non-Capital Costs 7
Recoveries of Operating Costs 8
Receipt of the Contractors 6+7+8
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SECTION 10 :
END OF YEAR STATEMENT

10.1) The Contractor shall prepare an end of Year Statement and a
definitive Annul statement. The Statements shall contain
aggregated information in the same format as required in the
Production Statement, Value of Production and Pricing Statement,
Statement of Costs, Expenditures, Receipts and Cost Recovery
Statement but shall be based on actual quantities of Petroleum
produced, income received and costs and expenditures incurred
and paid based upon this Statement, any adjustments that are
necessary shall be made to the forthcoming transactions concerned
under the Contract.

10.2) The End of Year Statement as trial statement for each Year shall be
submitted to NIOC within sixty (60) days of the end of such Year.

10.3) The Annul Statement for each year shall be submitted to NIOC not
later than three (3) Months after the end of each Calendar Year.

"All Right Reserved-Dr.Zohdi/MAT Group@2018 171



—

SECTION 12: CONTROL STATEMENT AND OTHER ACCOUNTS
12.1) CENTRAL STATEMENTS

Contractor will establish a cost recovery account and an
off setting contra accounts therein in order to indicate
the amount of costs remaining to be recovered and the
amount of cost recovered.

12.2) OTHER ACCOUNTS

Appropriate accounts shall be maintained by Contractor to
the extent necessary for the control of costs and the
treatment of Cost Recovery Oil and Cost Recovery Gas (if
the latter anticipated in the contract).
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~ SECTION 13 : o
AUDITS AND ADJUSTMENTS

13.1) Reva (Reviews, Examinations, Verifications and Audits)
shall take place in accordance with clause 26 of the
Contract.

In carrying out the provision of Article 26.3, NIOC and
Contractor shall meet each year to prepare NIOC’s planned
Reva schedule that shall address, inter alia, the following:

v Frequency and timing of Reva
v" Notification period for Reva

v The organization and preparation required to support
Reva.

v Composition and numbers of team to perform Reva

e NIOC shall determine and decide on the scope of any Reva
to be performed on Contractor's books of accounts,
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Accounting entries, material records and inventories, vouchers,
payrolls, statement of accounts, Statement of Cost Recovery and
Remuneration Fee, invoices, etc..

NIOC shall carry out any ad hoc Reva provided at least fourteen
(14) days written notice 1s given to Contractor. NIOC shall notify
Contractor in writing of the appropriate daily allowances (if any) to
be paid to the assignees/ auditors by Contractor prior to the
commencement of Reva. Assignees /Auditors shall use these
allowances to settle any and all costs incurred during their visit
including, but not limited to accommodation, meals and travel to
and from Contractors office(s).

Costs incurred and paid by Contractor in performing any NIOC
Reva will be recoverable as Petroleum Costs and charged to the
Project Accounts as Non-Capital Costs.
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13.2) NIOC may require Contractor to engage NIOC 's auditors and
or its experts to examine, review, verify and audit in
accordance with Generally Accepted Auditing Standards
(GAAS), the books and records of Contractor and Contractor's
Affiliates to verify the accuracy and compliance with the
terms and conditions of the contract and the Accounting
Procedures insofar as a charges from the Affiliate of
Contractor or of any entity comprising Contractor is included
directly or through Contractor as a recoverable cost under the
contract. Whenever audit of an Affiliate's books is so
requested, NIOC shall specify in writing the item or items for
which it requires verification from such independent
auditors. A copy of the expert auditor's findings shall be
delivered to contractor within thirty (30) days after
completion of such Reva. The cost of such Reva shall be
charged to Project Accounts and recovered by Contractor as
Non-Capital Costs.
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13.3) All books, records and documents must be maintained by
Contractor and made available for inspection until the
later of:

a) Five years following their date of issue;
b) The time when the costs have been recovered:

¢) If any cost or amount is under dispute the time at which
that dispute has been resolved; and

d) Such longer period as may be legally required or requested
by NIOC.

13.4)The scope and materiality requirements of the Reva
contemplated under clause 26 of the Contract shall be
determined by the NIOC by written notice to Contractor
from time to time.

/
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26.31{addition to the audit and notwithstanding various provisions of
the Contract, NIOC shall have complete and comprehensive
access to all invoices, documents, records and accounts of
Contractor, Contractor’s Affiliates and subcontractors during
normal business hours in order to review, examine and verify all
charges and credits relating to the Petroleum Operations. Such
documents shall include, but shall not be limited to, books of
accounts, accounting entries, material records and inventories,
vouchers, payrolls, statements of accounts and invoices within
twenty-four (24) months of the period to which they relate, and
NIOC shall accomplish such review, examination and verification
within such period. NIOC shall have a sixty (60) day period after
completion of the review, examination and verification to issue
objections to Contractor in writing. Any review, examination and
verification not accomplished within the said period shall be
deemed to have been performed and all of Contractor’s books and
accounts shall be deemed to be correct and recognized as such by

NIOC.
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SECTION 14 :
TERMINATION

14) As soon as practicable after termination of this
contract or where applicable, after the Abandonment
Costs have been incurred, the accounts shall be finally
settled and balanced by whatever between the
Contractor and ------ a necessary, Following
presentation by the Contractor of a final statement of
the costs and Credits associated with the Petroleum
Operations under the Contract subject to any
adjustment that may be required as a result of any
final Reva performed .
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Commerciality Calculation For Sample Exploration And Development Contract

Project Name Opexbl 3 Exploration Phase 4 Years Discount Rate 20%
Contractor Name Development .capex 5796 Appraisal Phase 2 Years Tax Rate 25%
Report Development Phase 4 Years
Exploration capex 100 Cost Recovery 20 Years
Appraisal capex 250 Remuneration 6 Years
Non-Capex=20% Capex 20% Bank Charges Rate 6.25% per.y

0il production Year 9 0 /(1) 12 | 13 | 4 15 6 [ 17 | 18 | 19 | 20 | 21 | 22 | 23 | 24 | 25 | 26 | 27 | 28 | 29 | 30 | N
per year (MMBBLS) | quantity | 60 | 70 | 80 [ 90 | 150 (170 | 180 | 190 | 200 [ 210 | 200 | 150 | 69 | 54 | 42 | 33 | 27 | 21 | 18 | 12 | 12 | 12 | 12
Rem=70%Total Capex 70% oil Price 40 Per BBL

Sl d pevelop o DO 0

MM.US$
oratio 0 | B | BB B0 O 0 0 0 0 00|00 0 0 0 0 |0 | 0|0 |O 0|0 0|0 0|0} 0 0|0
A 250 0 (0|0 | 0 |125/125] O 0 0 0 00|00 0 0 0 0|0 0 00 0|0 00 0|0 0 0|0
Develo 5,79 0 [0 | 0| 0 | 0 |0 |-1449|-1449(1449 1449} 0 | 0 | 0 | O 0 0 0 0 |0 |0 }|O0|0D 0|0 0|0 0|0 0 0|0

otal Cape §146 | 0 | 0|00 O[O 0 0 0 (0 J0|0]|0]|0O 0 0|0 0 |0| 0|0 |00/ 0D 00 0|0} 0 0|0

otal No 1229 5|5 5| 5 | 25|25 29 |29 (29|20 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 |0
0 0 30 30 30 0 150 g 9 1,739 IR | 0| a 0 e P 0 0 B 0D DR
5919 0 00 0 0 0 | 67 |-166 | 271 | 381 | 345 | 427 | 407 | 386 | -366 | 346 | 326 | 305 | 285 | 265 | 244 | 224 | 204 | 184 | 163 | 143 | 123 | 103 | 82 | 62 | 45
1 0 00 0 0 0 | 134 | 108 (108 | 108 | 63 | 74 | 72 | 69 | 66 | 63 | 61 | 58 | 55 | 52 | 50 | 47 | 44 | 41| 39| 36 | 33 | 30| 27 | 2B |23
R 0 4302 0 00 0 0 0 0 0 0 0 |7 |27 | 17|17 | 117 |117| 0 0 0 0 0 0 0 0 0 0 0 0 0 0 [0
0 6,186 0 0|0 0 0 0 0 0 | -180 | -210 | -240 | -270 | 450 | -510 | 540 | 570 | 600 | 630 | 600 | 450 | 207 | 162 | 126 | 99 | 81 | 63 | 54 | 36 | 36 | 36 |-36
2114 0 0|0 0 0 0 0 0 | 159 | 122|281 | 305|299 | -293 | -287 | 282 | 96.6 | 90.8 | 85 | 79.3|-73.5| 67.8| 62 | 56.2 | 505 | 44.7 | 38.9|33.2| 2742 217 | 17
0 * 828 | | | | | | 940 | | D D40 9 9 976 g 978 18 18 | 040 | 0 il 0 9 |
0 0 | | | | | | | | 00 00 00 00 000 00 00 00 000 00 I 65000 60 60 638 080 840 | 80 80
U 00 I I I I I I I g I I 0 ' 9 0 I I 1 0 0 0 . 0 D 9 0 0 . g I O l 0 0
p 4 60 50 541 468 9 209 20 9 376 339 304 8 134 48 30
IRR 34% (inclouding 14% as Contractor's Rate Of Retun & 20% as discount rate)

Note: Total allocatable income for cost recovery purposes = 60% of total revenue generated form the filed production
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