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DEMOCRATIC REPUBLIC OF TIMOR-LESTE
Decree-Law N0.32/2016, of 17th August

Offshore Petroleum operations in Timor-Leste

As a sovereign State, Timor-Leste has sovereign rights to all natural resources that exist in the
soil and subsoil, in the territorial waters, in the exclusive economic zone and on the
continental shelf of Timor-Leste including Petroleum. Accordingly, and pursuant to Article
139 of the Constitution of the Democratic Republic of Timor-Leste, such resources are owned
by the State. The Petroleum Resources that the country has, should be explored, exploited and
managed in sustainable way for the benefit of the people of Timor-Leste as a whole.

Article 31 of the Law N0.13/2005 on Petroleum Activities gives power to the Government of
Timor-Leste to enact this Decree-Law and ancillary Regulation on various aspects of offshore
petroleum operations at different stages.

Whilst focusing on offshore petroleum operations, this Decree-Law is aimed at ensuring
attractiveness and competitiveness for the investment in the exploration and the production of
Petroleum Resources in the Democratic Republic of Timor-Leste.

Now therefore, under the terms of Article 115.1(e) and 115.3 of the Constitution of the
Democratic Republic of Timor-Leste and Article 31 of Law No. 13/2005, of 2 September
2005, the Government hereby enacts into Decree-Law, the following:

2|Page



CHAPTER |
GENERAL PROVISIONS

Article 1
Object

The object of this Decree-Law is to regulate the petroleum operations in respect of
offshore petroleum resources pursuant to Article 31 of the Petroleum Activities Law.

Article 2
Objectives of this Decree-Law

This Decree-Law has also the following objectives:
(@) Ensure maximum ultimate recovery of Timor-Leste’s Petroleum Resources;
(b) Prevent waste and pollution;
(c) Mandate the use of safe and efficient exploration and exploitation practices;

(d) Permit the effective monitoring, supervision and inspection of petroleum operations;
and

(e) Contribute to the achievement of Timor-Leste’s broader development goals and
priorities.

Article 3
Scope of application

1. This Decree-Law shall apply to all petroleum operations with respect to offshore
Petroleum resources conducted under the Petroleum Activities Law including
transportation and storage of crude oil and natural gas with direct impact on any
reservoirs.

2. Notwitsatnding article 3.1, transportation, storage and processing facilities
located onshore shall subjet to applicable downstream petroleum law in Timor-
Leste.
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Article 4
Compliance

1. All petroleum operations shall be carried out in compliance with the Petroleum
Activities Law, this Decree-Law and Applicable Law in Timor-Leste as varied,
amended, modified or replaced from time to time.

2. No petroleum operations shall be commenced or carried out unless all approvals,
authorisations, licenses and other permits that are required pursuant to Applicable Law
in Timor-Leste have first been obtained.

3. An authorised person shall ensure that everyone who carries out work on their behalf
either personally, through employees or Sub-Contractors complies with Article 4 (1) and

).

4. The Sub-Contractors shall comply with relevant requirements stipulated in Article 4 (1)
and (2).

5. In addition to duties imposed on the operator in this Decree-Law, other contractors and
authorised person are also responsible for ensuring that the operator complies with the
requirements stipulated in Article 4 (1) and (2).

Article 5
Operating standards

1. An authorised person shall follow Good Oilfield Practice in conducting petroleum
operations.

2. Where good oil field practice is inconsistent with the Applicable Law in Timor-Leste,
the more stringent standard or practice shall prevail.

3. At the request of the Ministry, an authorised person shall demonstrate that a particular
practice, procedure or specification meets good oil field practice by:

(@) Providing evidence that the practice, procedure or specification is in
conformance with a standard issued by an internationally recognised
organisation, and deemed acceptable standards by the Ministry; and

(b) Providing evidence that the practice, procedure or specification adopted is
reliable, safe, efficient, and necessary.
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4. For the purposes of Article 5 (3), the term “internationally recognised organisations”
shall include, but not be limited to:

(@) The American Gas Association (AGA);

(b) The American Petroleum Institute (API);

(c) The American Society of Mechanical Engineers (ASME);

(d) The American Society for Testing and Materials (ASTM);

(e) The British Standards Institute (BSI);

(F) The International Organisation for Standardisation (ISO);

(9) Norsk Sokkels konkurranseposisjon(NORSOK);

(h) Society of Petroleum Engineers(SPE);

(i) International Organisation of Legal Metrology(OIML); or

(1) Any other organisations deemed acceptable by the Ministry.

Article 6
Interpretation

1. The terms defined in the Petroleum Activities Law shall have the same meaning as
defined therein when used in this Decree-Law.

2. The terms used in this Decree-Law shall have the following meaning:

(@) “Applicable Law in Timor-Leste” means any regulations, by-laws, codes,
enactments, including Authorisations, decisions and directions issued and
in force in Timor-Leste from time to time relevant to the implementation of
the provisions provided in this Decree-Law;

(b) “Applicable Standard” means standards issued by internationally
recognised organisations including but not limited to those stated in Article
5(4);
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(d)

(€)

(f)

(9)

(h)

"Appraisal” means all works carried out by an Authorised Person under a
petroleum contract following a Discovery of Petroleum for the purpose of
determining the quantity and quality of recoverable Petroleum in, and the
size, extent and commerciality of, one or more reservoirs;

“Appraisal Period”” means the time granted to the authorised person to
undertake an Appraisal Work Programme;

“Appraisal Well” means any perforations in the earth’s surface drilled
following a Discovery of Petroleum for the purpose of delineating the size
and extent of, and the quantity and quality of recoverable Petroleum in, one
or more reservoirs to which that Discovery relates;

“Artificial Lift” means any method of assisting natural reservoir energy to
lift oil or water to the surface through a well path using artificial
mechanism devices and/or extraneous energy;

“Assignment” shall mean any assignment, transfer, conveyance, bifurcation
of title, novation, change in Control, merger, encumbrance or other dealing
in any manner whatsoever or howsoever whether legally, beneficially or
otherwise, and whether conditionally or not by a contractor of or with:

(i) The petroleum contract, or all or any part of its rights, interests,
benefits, obligations and liabilities under it;

(i) Petroleum which has not then been, but might be, recovered in the
contract area, or any proceeds of sale of such Petroleum; and

(iiiy Anything whereby the petroleum contract, any of those rights,
interests and benefits or such Petroleum as mentioned in (i) and (ii)
would, but for Article 98, be held for the benefit of, or be
exercisable by or for the benefit of, any other person; but does not
include an agreement for the sale or exchange of Crude Oil where
the sale or exchange occurs after title thereto has passed to the
contractor. The terms “Assign”, “Assignor” and “Assignee” shall
be construed accordingly;

“Associated Pipeline Facilities” means Facilities that are used in
connection with the operation of a Pipeline, including Facilities for
pumping, compression, pressure reduction, metering, receiving or
delivering of Petroleum, and storage of Petroleum, but excluding Storage
Facilities;
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(i) ““Blowout means an uncontrolled gas, oil or water escape from a well,

(j) ““Blowout Prevention Equipment” means a device attached to the casing
head that allows sealing of the well to confine the well fluids in the well
path, and for the purpose of this Decree-Law includes a diverter system;

(k) ““BOP Stack™ means a set of two or more Blowout preventers used to
ensure pressure control of a well;

() "Bridging Document™ means a written document which defines how two or
more Management Systems co-exist to allow cooperation and coordination
on matters of health, safety and environmental protection between different
parties, usually between an authorised person and its Sub-Contractors. Such
a document cross-references the detailed procedures which will be used and
defines the responsibilities, accountabilities and work activities of the
various parties.

(m)*“Calendar Month” means any of the twelve (12) months of a Calendar
Year;

(n) "Calendar Year" means the one-year period that begins on January 1 and
ends on December 31, based on the Gregorian calendar;

(o) ““Calendar Quarter” means a period of three (3) consecutive Calendar
Months commencing on the first day of January, April, July or October of
any Calendar Year;

(p) ““Liner ** means casing that is suspended from a string of casing previously
installed in a well and that does not extend to the Wellhead;

(q) “Certificate of Verification of Construction and Installation” means a
certificate certifying that the Verifying Body is satisfied in relation to the
construction of the Facility and its installation in the territory of Timor-
Leste that adequate and satisfactory inspection was carried out during the
construction and installation and that;

(i) Parts or sections of the Facility constructed before installation in
the territory of Timor-Leste were not damaged before installation;
and
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(i) The construction and installation of the Facility and all parts
thereof has been in accordance with the specifications for the
construction and installation;

(r) “Certificate of Verification of Design’ means a certificate certifying that
the Verifying Body in relation to the design of the Facility is satisfied that;

(i) The Facility is appropriate for the conditions in which it is
proposed to be used, and suitable for the overall and local loadings
to be imposed,;

(ii) The design is in accordance with good oil field practice;

(iii)A structural analysis has been made for critical loadings including
the magnitude and distribution of production loads;

(iv) A fatigue analysis has been made of critical joints;

(v) An assessment of material grades has been made in relation to
stress and, if applicable, pressure levels, minimum service
temperature and other significant parameters;

(vi)The welding procedures used or proposed to be used are
satisfactory and the design of the principal welds is satisfactory;
and

(vii)  Such other matters as the Ministry has required, have been
taken into account;

(s) “Classifying Authority" means an International reputable body qualified to
classify ships, barges or Mobile Platforms;

(t) “Commercial Discovery” means a Discovery which, as determined in
accordance with this Decree-Law and the provisions of the relevant
petroleum contract, can be exploited commercially in accordance with good
oil field practice;

(u) ““Commercial Production” occurs on the first day of the first period of
thirty (30) consecutive days during which production is not less than the
level of regular production delivered for sale determined by the Ministry as
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part of the approval of, or amendment to, a Development Plan, averaged
over not less than twenty-five (25) days in the period;

(v) ““Commingled Production” means production of Petroleum from two or
more reservoirs in a well path;

(w) “Completed” means in respect of a well, a well that has been prepared to
permit the:

(i) Production of fluids from the well,

(ii) Observation of the performance of the reservoir;

(iii)Injection of fluids into the well; or

(iv) Disposal of fluids into the well;

(x) “Completion” shall mean the equipment installed, or to be installed, in a
Completed well and the term “Complete” shall be construed accordingly;

(y) "Authorisation For Expenditure™” means expenditure for a particular project
or Work Programme in the contract area in any Calendar Year as approved
by the contractor;

(z) “Corporate Social Responsibility” means an activity carried out by an
authorised person’'s own initiative and cost to promote its profile in Timor-
Leste including social and cultural activities, sports and other types of
contributions towards the local community development and well-being;

(ad) “Decommissioning Fund” means the fund established in accordance
with Article 92;

(bb) “Decommissioning Plan means the plan stated in Article 88;

(cc)““Decree-Law’ means the provisions herein and any direction or any other
decision made or issued pursuant thereto, including rules, guidelines,
policies and codes issued from time to time by the Ministry regarding
petroleum operations conducted under the Petroleum Activities Law;
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(dd) “Development and Production Period” means the period granted to
the authorised person for the development and production of Commercial
Discoveries;

(ee) “Development Area” has the meaning given in Article 24;

(ff) ““Development Plan’ means the plan for a Development Area described in
Article 46;

(09) “Development Well” means a well that is drilled in a Field or
reservoir for the purpose of the:

(i) Production of fluids from the well,

(ii) Observation of the performance of a reservoir;

(iii)Injection of fluids into the well; and

(iv) Disposal of fluids into the well.

(hh)  ““Discovery” means any occurrence of Petroleum and natural gas in the
contract area, independent from quantity, quality or commercial viability,
verified by at least two detection or evaluation methods;

(ii) “Diving Plan” means the plan as stated in Article 132;

(jj) “Diving Safety Management System” means a comprehensive document
prepared and documented by a diving contractor in consultation with
authorised person for managing health and safety. It must include details of
policies and operational protocols and procedures, and management
arrangements to ensure that risks to the safety of personnel involved in the
diving operations are reduced to a level as low as reasonably practicable;

(kk) “Drill Floor” means, in respect of a Drilling Rig, the platform
surrounding the slip setting area that provides support for the drill crew
during Drilling Operations;

(1) “Drill Site” means a location where a Drilling Rig is or may be installed,;

(mm) ““Drilling Installation” means a Drilling Unit, or a Drilling Rig and the
foundation on which it is installed;
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(nn)  ““Drilling Operations” means operations relating to the drilling of a
well, or Test Hole, and which may include operations such as on-site
preparation, spudding, data acquisition, monitoring, well control,
modification, plugging and Completion of a well, but excludes Workovers;

(00) “Drilling Programme” means the programme as stated in Article 31,

(pp) “Drilling Rig” means the plant used to make a well by boring or other
means and includes a derrick, draw works, rotary table, mud pump,
Blowout preventer, accumulator, choke manifold and other associated
equipment including power, control, and monitoring systems;

(0q) “Drilling Unit” means a drill ship, submersible, semi-submersible,
barge, jack-up or other vessel used in a Drilling Program or Workover
Program and fitted with a Drilling Rig or Workover rig and other Facilities
associated with conducting the Drilling Program or Workover Program;

(rr) “EED 8/86”” means the insurance package policy form Energy Exploration
and Development;

(ss)““Environmental Decommissioning Plan” means the document prepared by
the authorised person in accordance with Environmental Regulations,
which identifies the potential environmental impacts arising due to
Decommissioning, and how these features will be managed and monitored
to protect the environment;

(tt) “Environmental Assessment” means an impact assessment prepared by the
authorised person as applicant for an environmental license pursuant to
Chapter XVII of this Decree-Law;

(uu) “Environmental Impact Statement” means the document that contains
the results and conclusions of an environmental impact assessment;

(vv) “Environmental Management Plan” means the Environmental
Management Plan stated under Article 140;

(ww)  "Environmental Licensing" means the license issued by the competent
Ministry responsible for Petroleum sector in coordination with relevant
state entity responsible for the environment;

(xx) “Exploration” or “Exploration Operations” means any exploration
activities, including geological, geophysical, geochemical and other
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surveys, investigations and tests, or drilling of Exploration wells or
Appraisal wells and all related activities including those covered by a
prospecting authorisation;

(yy) “Exploration Period” means the period granted to the authorised
person to implement a Work Programme and Budget for Exploration;

(zz)“Exploration Survey” means a method for evaluating the earth’s surface
and subsurface in the search for Petroleum and includes without limitation
geological, geochemical or geophysical surveys including the obtaining of
piston core samples, but excludes any other form of drilling or coring;

(aaa)  ““Exploration Well”” means a perforation in the earth’s surface, other
than a Development Well or a Test Hole, that is drilled for the purposes of
discovering Petroleum or obtaining geological information;

(bbb)  "Facility" or "Facilities" means a vessel or structure or equipment
that :

(i) is used or constructed for petroleum operations, including Mobile
Platform and Fixed Platform; and

(if) carries or contains Petroleum Product or includes equipment for
drilling, or for carrying out other operations in connection with a well, from
the vessel or structure. Such Facility shall include without limitation
Production Facilities and any Pipeline System, Processing Facilities,
Storage Facilities and Terminal Facilities which are located offshore and
connected to wells;

(ccc)  ““Field” means a reservoir, or multiple reservoirs all grouped on, or
related to, the same geological structure or stratigraphic conditions from
which Petroleum may be produced,;

(ddd)  ““Field Export Point” means the point at which Petroleum produced
under a petroleum contract, having gone through Field level separation,
is made ready for sale, further processing or transportation or such other
point as designated in an approved Development Plan;

(eee)  ““Fixed Platform” means a platform from which petroleum operations
are to be carried out that cannot be readily moved from one position to
another;
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(FfF) “Formal Safety Assessment” means a formal, structured and
systematic methodology used to facilitate proactive risk control, included
within a Safety Case as stated in Article 120;

(ggg)  “Formation Flow Test” means an operation to induce the flow of
formation fluids to the surface of a well for the purpose of procuring
reservoir fluid samples and determining reservoir flow characteristics;

(hhh)  *““Geological and Geophysical Survey” means a survey carried out in
the search for Petroleum using either of these methods: seismic, gravity,
magnetic, electrical, electromagnetic, geochemical, well logging and any
other approved methods by the Ministry;

(iii)*“Health and Safety Audit” means systematic, periodic and documented
evaluation of an authorised person’s health and safety organisation,
performance and systems against pre- determined standards;

(j))“Health and Safety Management System” means part of the overall
management system that facilitates the management of the Health and
Safety risks associated with the petroleum operations of the authorised
person which aims to ensure compliance with the Applicable Law in
Timor-Leste and good oil field practice. This includes the organisational
structure, planning activities, responsibilities, practices, procedures,
processes and resources for developing, implementing, achieving,
reviewing and maintaining the organisations health and safety policy;

(kkk)  ““Health and Safety Plan’> means the plan as stated in Article 119;

(IH**Health and Safety Update Reports” means the report stated in Article
123;

(mmm) ““Intermediate Casing” means the casing installed in a well, following
the installation of Surface Casing in the well, through which further
Drilling Operations may be carried out in a well;

(nnn)  ““kPa” means a metric unit of pressure or stress referred to as
kilopascal and equal to 1,000 pascals;

(oo0) ““Lifting and Hoisting” means any activities involves in raising or
lowering a load by means of any lifting appliances;
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(ppp)“LNG”” means liquefied natural gas, which is primarily methane gas that
has been liquefied at a temperature of about minus one hundred sixty-one
degrees Centigrade (-161 ° C) and stored in heavily insulated containers to
prevent vaporisation;

(ggq)““Local Content Proposal” means a  proposal for Local Content
submitted together with an authorised person’s application for an
authorisation, Development Plan, and Decommissioning Plan under this
Decree-Law;

(rrr) ““Local Content” means the added value brought to Timor-Leste in all
phases of  petroleum operations through workforce development,
employment of Timorese citizens, investments in supplier capability
development, transfer of knowledge and technology, research capability
development and procuring supplies and services in Timor-Leste;

(sss) ““Management System” means a system designed to ensure compliance
with Applicable Law in Timor-Leste, contribute to ensuring and furthering
the quality of the work carried out in petroleum operations and to ensure
effective planning, organising, controlling, monitoring and reviewing of
necessary measures for prevention and mitigation;

(ttt)*“Major Accident Event” means an event, undesired event or uncontrolled
event connected with a Facility, including natural event, having the
potential to cause harm in terms of human injury or death, damage to a
Facility, property or equipment or environment at or near the Facility;

(uuu) *“Maritime Regulations’> means the laws and regulations, including
international agreements and treaties, which exclusively govern activities at
sea or in any navigable waters;

(vwv)*“Measurement Point" means the location in any contract area or
elsewhere in the territory of Timor-Leste as specified in the Development
Plan, where the Petroleum is metered and delivered for transportation;

(www) ““Measurement Uncertainty” means an expression of the result of a
measured value which reasonably characterizes the range within which the
true value is expected to lie;

(xxx)  ““Metering System” means all mechanical, instrumental and computer
parts of the system for the measurement of Petroleum as well as the
applicable documentation and procedures;
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(yyy) "Minimum Exploration Work Requirements" means the compulsory
minimum work requirements (including both work activities and
expenditure) for each Period of Exploration, as set out in the petroleum
contract;

(zzz)  “Ministry” means the ministry or other entities to whom
responsibilities and competencies in respect of the application of this
Decree-Law or other applicable law related to petroleum operations are
assigned. For avoidance of doubt other entities as defined in this Decree-
law is regulatory authority;

(aaaa) ““Mobile Drilling Unit”” means a ship, barge or other vessel or structure
that can readily be moved and that carries or includes equipment for
drilling a well;

(bbbb) ““Mobile Platform” means a Mobile Drilling Unit or a platform that
can be readily moved from one position to another;

(cccc)  ““Other Health and Safety Incident” means an incident due to
petroleum operations that results in, or that under slightly altered
circumstances could have resulted in, injury, pollution, or failure of health
and safety functions or barriers so as to threaten the integrity of a Facility
used in petroleum operations other than a Major Accident Event;

(dddd) “Performance Standards” means a standard, established by an
authorised person, of the performance requirements of a system, item of
equipment, person or procedure, which is used as a basis for managing
risks arising out of or in connection with petroleum operations;

(eeee) ““Petroleum Activities Law” means Law No. 13/2005, of 2nd
September 2005;

(Ffff) ““Petroleum Products” means products fractionated or otherwise
derived from crude oil or natural gas by a refining or treatment process;

(gggg) ““Pipeline”” means any pipe used to convey Petroleum;

(hhhh) *“*Pipeline Project” means the design, construction and operation of a
Pipeline System excluding Pipelines listed under Article 77;

(iiii) ““Pipeline Project Plan” means the plan as stated in Article 77 (3);
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(jj)) “Pipeline System” means a Pipeline and the Associated Pipeline
Facilities;

(kkkk) ““Processing Facility” means a natural gas processing Facility,
gathering centre, booster station and any other hydrocarbon Processing
Facility the Ministry may specify from time to time as the Processing
Facilities covered by an approved Development Plan;

(1) “Processing Facility Plan” means the plan as stated in Article 72;

(mmmm) “Project Data” means all information that is geological,
geophysical, geochemical or petrophysical in nature, whether raw, derived,
processed, interpreted or analysed (including cores, cuttings, samples, and
all geological, geophysical, geochemical, drilling, well, production and
engineering data and information) that an authorised person acquires in the
course of carrying out petroleum operations and Prospecting Activities;

(nnnn)  ““Produced Water” means water produced from a hydrocarbon
bearing formation during the extraction of petroleum. It may include
formation water, water injected into the formation or any chemicals added
downhole or during the oil and water separation process;

(oo00) ““Production Facilities” means all Facilities that are involved in the
recovery, development, production, handling, Field level processing,
treatment, transportation or disposal of Petroleum or any associated
substances or wastes, along with all Facilities for water, power,
accommodation or access that may be necessary for undertaking the
Production Operations but excluding Pipelines requiring approval in
accordance with Chapter VIII;

(pppp)  ““Production Operations” means any operations related to the
development of a Field or reservoir, the production, recovery, transport,
treatment, processing and separation of Petroleum or the construction,
installation, operation or maintenance of Production Facilities, but shall
exclude Exploration Operations, Drilling Operations, Workover Operations
and the construction and operation of Pipelines requiring approval in
accordance with Chapter VIII;

(ggqqg) ““Production Test” means a production capacity test used to determine
the well production rate;
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(rrrr) “Recoverable Reserves” means proved plus probable reserves as
determined by a Third Party Consultant in accordance with Article 56;

(ssss)  ““Relief Well”” means a well drilled to assist in controlling a Blowout
in an existing well;

(tttt)  “Reportable spill” means any authorised and observable discharge of
petroleum, brine, chemical or hazardous substances;

(uuuu) ““Risk Assessment” means the assessment of risks to health, safety and
environment made by the authorised person;

(vwvv) "Risk Minimisation to an Acceptable Level” means level of human
and/or material injury or loss from petroleum operations that is to be
tolerable by the authorities on the basis of the benefits to be achieved
weighed against the costs and other relevant sacrifices;

(wwww) “Safety Case” means a detailed document, prepared by an
authorised person, to demonstrate that foreseeable safety risks have been
identified and assessed in safety and engineering studies and that essential
controls and mitigation measures are put in place in order to ensure that
risks are controlled to a level as low as reasonably practicable, to ensure
continued safety of Facilities, petroleum operations, personnel and
members of the public;

(xxxx) ““Safety Equipment” means equipment used for prevention and
mitigation of unplanned, undesired or uncontrolled event which may cause
personal injury, damage to property or equipment, environment or Facility
for instance fire control, personnel protection, escape and survival
(lifesaving appliances), detecting uncontrolled releases of Petroleum (fire
and natural gas detector) Petroleum flow shut-off system (ESD, BDS),
medical facilities, etc.;

(yyyy) ““Sampling” means obtaining well cuttings, cores or fluids at
designated depth intervals during Drilling Operations, Workover or at
designated point during Production Operations for reference and
subsequent analysis;

(zzzz) **Spud” means, in respect of the drilling of a well, the initial
penetration of the surface by drill bit;
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(aaaaa) “TIMOR GAP- Timor Gés & Petroleo, E.P.” means the State-Owned
company created pursuant to Decree-Law No. 31/2011, of 27 July 2011,
and its subsidiaries;

(bbbbb) ““Storage Facility” means a containment facility and its associated
equipment used for storing large volumes of hydrocarbons extracted from a
Development Area;

(cccee) ““Storage Facility Plan” means the plan as stated in Article 72;

(ddddd) “*Sub-Contractor” means a party that has entered into an agreement
with an authorised person, or any of its subcontractors and manufacturers
of any tier, for the performance of work in connection with the petroleum
operations;

(eeeee) ““Support Craft” means any vessel, tug, ship, aircraft or other craft
used to provide transport for or assistance to petroleum operations but does
not include a Drilling Installation;

(FFfff) “Surface Casing” means the casing installed in a well to a depth
sufficient to establish well control for the continuation of Drilling
Operations;

(ggggg) "Significant Repairs” means repairs that are made to a Facility which
cause the Facility to deviate from its original design and/or such repair
require more than 48 hours of operation;

(hhhhh) “Significant Spill” means an unauthorised discharge of Petroleum
exceeding 80L per incident that has in, or likely to enter, offshore waters;

iiii) “Terminal Facility” means a facility where Petroleum Products, water,
chemicals, waste or products used or extracted from a Development Area
are transferred from one bulk transportation system to another covered by
an approved Development Plan;

(531)) “Terminal Facility Plan” means the plan as stated in Article 72;

(kkkkk) ““Test Hole” means a hole, other than a well or seismic shot hole,
drilled to a depth of more than thirty (30) meters;
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(111 “Timor-Leste Goods” means materials, equipment, machinery and
consumer goods mined, grown or produced in Timor-Leste satisfying of one
of the following conditions;

(i) Hundred (100) percent designed, engineered, and manufactured
in Timor-Leste;

(it) Partly designed, engineered and manufactured in Timor-Leste if
the total cost of the local materials, labour and services used to
produce the item constitutes not less than fifty (50) percent of
the cost of the finished product; and

(iii)Assembly of goods, which components are originated from
import goods already subject to customs duties and the activity
of assembly itself is undertaking in Timor-Leste involve local
labour, cost, with high skill and knowledge.

(mmmmm) “Timor-Leste Services” means services supplied by a Timor-
Leste Supplier;

(nnnnn) “Timor-Leste Supplier”” means a legal or physical person;

(i) Whose business enterprise is incorporated or otherwise
organised under the laws of Timor-Leste;

(i) Whose principal place of business is in Timor-Leste;

(iii) Is more than 50% (fifty percent) owned and controlled by
nationals of Timor-Leste; and

(iv) Supplies services and/or goods to petroleum operations.

(00000) “Third Party Consultant” means an independent and reputable
organisation or individual that can provide expert knowledge on petroleum
operations;

(ppppp) “Verifying Body” means an international reputable body approved by
the Ministry to;

(i) Verify the design, construction, installation  and
Decommissioning of Facilities; or
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(i) carry out such verification as the Ministry may require;

(ggggg) ““Waste Material” means any waste, substance, and/or material
objects considered useless, superfluous, or of no value, generated during
petroleum operations, but does not include drilling fluid, and drill cuttings,
and other Petroleum by-product with economic value;

(rrrrr) ““Workover” means any operation performed in a well after the initial
Completion that could result in an alteration of the downhole mechanical
configuration and would include deepening, pulling or resetting liner

(sssss) s, plugging by squeezing, adding new perforations and re-perforating in
the same or alternative interval(s), stimulation, repairing casing damage
due to corrosion, collapse, burst or separation or any other similar major
repair operation excluding Drilling Operations;

(ttttt) "Workover Programme’ means the programme described in Article 31;

(uuuuu) “Work Programme™ and “Work Programme and Budget” has the
meaning set out in the relevant petroleum contract.



CHAPTER II
AREA MANAGEMENT

Article 7
Graticulation system

1.  The surface of Timor-Leste shall be graticulated into blocks in accordance with a grid
system.

2. The opening and redefinition of a new area for petroleum operations shall be defined
by way of reference to blocks.

3. Details of such grid system shall be regulated under a separate guideline for acreage
definition.

Article 8
Opening and closing of areas

1.  The Ministry may decide to open an area for petroleum contracts and seepage use
authorisations.

2. Prior to the opening of areas for petroleum contracts and seepage use authorisations, the
Ministry may give opportunity to relevant entities and the interested person likely to be
affected to make representation to it and shall give consideration to the relevant
representations received by it.

3. The Ministry may decide to close an area declared open pursuant to this Article.

4.  The decision of opening and closing of an Area shall be published in local newspapers
circulated in Timor-Leste, on the Ministry's website, and in any other manner
determined by Applicable Law in Timor-Leste.

21| Page



CHAPTER Il
PROSPECTING AUTHORISATION AND ACCESS AUTHORISATION

Article 9
Prospecting authorisation

1.  Prospecting authorisations are granted in accordance with the Petroleum Activities
Law Articles 9 and 13 and may be valid for a period of six (6) months unless otherwise
decided by the Ministry.

2. The Ministry may stipulate conditions for the grant of a prospecting authorisation to
reflect good oil field practice, the Applicable Law in Timor-Leste, as well as technical
and economic aspects and the relationship to, and expected impact on, other users of
the sea and potentially affected Persons.

3. The Ministry may decide to permit an authorised person to market and license the right
of use of the data and information gathered under the prospecting authorisation.

Article 10
Content of a prospecting authorisation application

Application for prospecting authorisation shall be submitted to the Ministry at no later than
thirty (30) days prior to the proposed commencement date of the prospecting activity, and
shall contain the following information:

(@ Name, address and nationality of the applicant. If the application comprises
more than one applicant, all the names, addresses and nationalities shall be
stated;

(b) The purpose and the nature of the prospecting activities;

(c) Theentire prospecting area indicated by geographical coordinates, including
necessary area calibration and testing of equipment in connection with the
prospecting activity, and area needed to turn the vessel and aircraft;

(d) A Local Content Proposal;

() When an authorised person is authorised to conduct Geological and
Geophysical Surveys under a prospecting authorisation, Article 17 of this
Decree-Law applies correspondingly;
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(F)  Attestation for payment of other fees as stated in Article 177 of this Decree-
Law shall be enclosed with the application; and

() Any other information required by the Ministry.

Article 11
Authorisation to a prospecting authorisation application

Within a reasonable period of time after receiving an application for a prospecting
authorisation, or requested additional information, the Ministry shall decide whether to grant
or reject the prospecting authorisation and shall notify the applicant in writing of its decision.

Article 12
Submission of information to prospecting activities

1.  During the prospecting activities, the authorised person shall submit to the Ministry a
daily and weekly report which consists at least the following information:

(@ The name of the survey;
(b) The name of the authorised person holding the prospecting authorisation;
(c) The date for commencement of the prospecting activity;

(d)  Status of the activity, i.e. numbers of kilometres shot in total during the day for
the daily report and/or during the last week for case of weekly report, and
prognosis plan survey the next coming three days;

() Name of vessel and call signal;

(f)  Any records of fishery and mammal migration observed during prospecting
activities; and

(9) For the last weekly report the conclusion date shall be included.

2. The authorised person shall during the survey inform the Ministries of Fisheries,
Defence and Security of the movements of the survey vessels.

3. Incase of changes in prospecting activities the authorised person shall:
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(@ If the activity is not commenced at the planned date as communicated to the
Ministry, as soon as possible send a new report indicating the start-up date for
the activity to the Ministry; and

(b) If the authorised person of a prospecting authorisation wishes to continue the
activity beyond the stipulated conclusion date, submit the information about the
activity to the Ministry as indicated in this Article no later than within twenty
(20) days prior to the stipulated conclusion date.

4.  When an authorised person is authorised to conduct Geological and Geophysical
Surveys under a prospecting authorisation, Article 17 of this Decree-Law applies
correspondingly.

Article 13
Access authorisations

1. Access Authorisations are granted in accordance with the Petroleum Activities Law
Avrticles 11 and 13 and shall be valid for such period as is necessary to perform such
work and activities for which it is granted.

2. The Ministry may stipulate conditions to an Access Authorisation to reflect good oil
field practice, the Applicable Law in Timor-Leste as well as technical, safety,
environmental and economic aspects and the relationship to, and expected impact on,
other users of the sea or relevant land areas and other potentially affected persons and
local communities.

3. Attestation for payment of application fees as stated in Article 177 of this Decree-Law
shall be enclosed with the application.

4.  Application for access authorisation shall be submitted to the Ministry at no later than
thirty (30) days prior to the proposed commencement date of the activity, and shall
contain the following information:

(@ Name of the activity that requires an access authorisation;

(b) Name of the authorised person holding the access authorisation;

(c) The purpose and nature of the access authorisation;

(d) Planned commencement and conclusion dates;
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() The entire access area indicated by geographical coordinates, including
necessary area calibration and testing of equipment in connection with the
access activity, and area needed to turn the vessel and aircraft;

(f)  The call signals, IMO numbers and nationality of vessels and aircraft’s to be
involved in the access activities;

(@) Any information required by the Ministry.

Article 14
Seepage Use Authorisation

1.  Seepage use authorisation are granted in accordance with the Petroleum Activities Law
Articles 12 and 13, and shall be valid for such period as is necessary to perform such
work and activities for which it is granted.

2. Persons applying for seepage use authorisation shall prove to be financially and
technically competent, good reputation in the industry, and adhere to government
directions on Local Content and domestic market obligation.

3. The Ministry may stipulate conditions to a seepage use authorisation to reflect
Applicable Law in Timor-Leste and good oil field practice.

4.  The Ministry shall establish a revenue sharing agreement specific for seepage use
authorisation.

5. The following information shall be included in the application for the seepage use
authorisation:

(@ The name of the seepage use activity;

(b) The name of the authorised person holding the seepage use authorisation
including its financial and technical competences;

(c) The type of hydrocarbon to be harvested under the seepage use activity;

(d) Proposed appraisal methods and detail designs of infrastructure required to
harvest hydrocarbon seepage, including relevant health, safety and environment
requirements under this Decree- Law;
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(e) The entire seepage use area indicated by geographical coordinates, including
necessary area calibration and testing of equipment in connection with the
seepage use activity; and

() A Local Content Proposal;

Upon granting the authorisation for seepage use, the authorised person is subject to
authorisation fees, as provided in Article 177 of this Decree-Law.

An authorised person shall prepare and submit a proposal for an annual Work
Programme and Budget for each Calendar Year for the Ministry’s approval.

The first proposal for an annual Work Programme and Budget shall be submitted to the
Ministry thirty (30) days after the effective date of the Seepages use authorisation and
thereafter sixty (60) days prior to the end of a Calendar Year.

The Work Programme shall include a proposal for all the activities to be undertaken
within each calendar year.

The Work Programme and Budget shall be based on the minimum work requirements
to be completed pursuant to the seepages use authorisation and this Decree- Law.

When an authorised person is authorised to conduct Geological and Geophysical
Surveys under a seepage use authorisation in Article 17 of this Decree-Law applies
correspondingly.
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CHAPTER IV
EXPLORATION OPERATIONS

Article 15
Work Programme and Budget

1. An authorised person shall prepare and submit a proposal for an annual Work
Programme and Budget for each Calendar Year for the Ministry’s approval.

2. The first proposal for an annual Work Programme and Budget shall be submitted to
the Ministry thirty (30) days after the effective date of the petroleum contract and
thereafter sixty (60) days prior to the end of a Calendar Year.

3. The Work Programme and Budget shall include a proposal for Exploration to be
undertaken.

4, The Work Programme and Budget shall be based on the Minimum Exploration Work
Requirements to be completed pursuant to the relevant petroleum contract.

5. The Work Programme and Budget shall also contain the following information:

(@) Details of Exploration proposed to be undertaken, including schedule and an
indication of the method, technique and equipment to be employed in the
proposed Exploration;

(b) Maps of the areas where Exploration are proposed to be undertaken, along with
any information about the areas; and

(¢) A budget showing distribution of expected costs related to the minimum
Exploration work requirements and other proposed Exploration, if any, in
accordance with the planned schedule.

6. An authorised person shall together with the proposed Work Programme and Budget
submit the following information:

(@ The name and address of the authorised person;

(b) The name of the representative of the authorised person in relation to the
Ministry and other Government authorities;
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(c) Details of any temporary or permanent Facility which may be constructed or
used in connection with the proposed Exploration;

(d) A description on how the authorised person plans to fulfil the obligations set out
in the Local Content Proposal and to comply with the Local Content
requirements established in this Decree-Law and the Applicable Law in Timor-
Leste throughout the Exploration Period,;

(e) All other information that may be relevant to the conduct of the Exploration;
(f)  Anapproved Authorisation For Expenditures by the authorised person; and
() Any other information required by the Ministry.

An authorised person shall promptly notify the Ministry if circumstances change
prior to commencement of, or during, Exploration.

The Ministry may require the authorised person to make modifications in the Work
Programme and Budget.

Article 16
Approval of Work Programme and Budget

The Ministry may stipulate conditions to its approval of the Work Programme and
Budget to meet the requirements of this Decree-Law and to reflect good oil field
practice.

The Ministry shall provide the authorised person with its decision in writing within
reasonable time of receipt of all required information and other materials.

Where a Work Programme and Budget is not approved, the Ministry shall state the
grounds for its decision.

The authorised person may modify and re-submit the Work Programme and Budget
within a timeframe stipulated by the Ministry.

The Ministry may suspend or revoke an approval if the authorised person has not
conducted the Minimum Exploration Work Requirements in accordance with the
Work Programme and Budget.
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Article 17
Geological and Geophysical Surveys

1.  The authorised person shall not commence any Geological and Geophysical survey
without prior approval from the Ministry.

2. Any modification to a Geological or Geophysical Survey which constitutes change to
the scope of the survey previously approved by the Ministry shall require prior written
approval from the Ministry.

3. The authorised person shall submit the following information to the Ministry in an
application for approval to Geological and Geological Surveys:

(@ Name and location, including coordinates, of the survey;

(b) The proposed date of commencement, the estimated duration and cost of the
survey;

(c) A plan to an appropriate scale showing the area to be the subject of the survey;

(d) The call signals, IMO numbers and nationality of vessels and aircraft’s to be
involved in the prospecting activities;

(e) Data acquisition summary detailing the operations to be carried out;
(f)  Inthe case of a seismic, gravity, magnetic or electromagnetic survey:
(i) Details of the equipment to be used;
(i)  Names of the Sub-Contractors to be used to carry out the survey;
(iii) A plan showing the proposed survey stations or traverses;

(iv) A brief description of operations, procedures, the navigation and
acquisition systems, and indicating in the case of airborne surveys and the
proposed flying altitude;

(v) A brief discussion paper on the positioning systems selected for each type
of survey;
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(vi) A Local Content Proposal;

(vii) Data acquisition summary detailing the operations to be carried out;

(viii) Geological/geophysical techniques to be used;

(ix) Data processing sequences to be undertaken;

(x) List of electronic information with index of intended contents and format;

(xi) Interpretations, maps and reports used to support the exploration purpose
of the survey;

(xii) Such assessments as is required under this Decree-Law of whether the
survey activities could harm particularly vulnerable environmental
resources; and

(xiii) All documents required under this Decree-Law regarding health, safety and
environment.

4.  If an authorised person submits an application for a Geological or Geophysical Survey
to the Ministry, the Ministry may request the authorised person to provide further
written information about any matter required by this Decree-Law to be included in the
application.

5. Use of explosives shall be subject to an approval by the Ministry and other relevant
authorities in Timor-Leste.

6.  An energy source used in a seismic survey shall be operated in accordance with good
oil field practice, the manufacturer’s recommendations, and the requirement of Articles
5 and 17 of this Decree-Law with taking into account the following conditions:

(@ While diving operations from platform are in progress, a charge shall not be
detonated underwater within two (2) km of the platform; and

(b) When air gun are used in a seismic survey, the authorised person shall ensure to
meet the following minimum requirements and reflect Good Field Practice:

(i)  Air gun system components shall be maintained free of dirt, oil or grease;

(i)  Air lines and electrical lines shall be regularly inspected for signs of
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abrasion and wear;

(iii)  Only those fittings, valves, hoses, pipes and other components that comply

with the manufacturers' specifications shall be used;

(iv)  Air pressure shall be reduced to 3500 kPa for each air gun before an array is

brought on board, and shall be bled off completely once on board;

(v) Maintenance of air guns shall be carried out only after the relevant air lines

and electrical lines have been disconnected;

(vi) Procedures shall be followed which ensure that air lines, as numbered at the

manifold, are connected to the correct sequence of guns in the array;

(vii) Any test-firing of an air gun or air gun array on deck or in the air shall be

carried out only with approval; and

(viii) All pipes or hoses subject to high pressure air shall be secured or equipped

with safety chains to prevent whipping when air pressure is applied.

When gas explosives are used in a seismic survey, the authorised person shall
to meet the following minimum requirements and otherwise reflect good oil

field practice:

(i)  Welding, brazing, or smoking shall not be allowed near natural gas

cylinders or tanks nor in reel and cable work areas;

(i) Natural gas storage areas shall be properly ventilated;

(iii) Natural gas cylinders and tanks shall be located in specially assigned
locations and warning signs of the potential hazards shall be posted

conspicuously;

(iv) Propane and butane cylinders shall be stored as far away as possible from

oxygen cylinders or tanks; and

(v) Natural gas storage cylinders shall be protected from overheating.

When steam sources are used in a seismic survey, the authorised person shall to

meet the following minimum requirement and reflect good oil field practice:



(i)  High pressure and high temperature lines and vessels shall be adequately
protected against damage or puncture from falling objects;

(i)  Steam safety valves shall be clearly marked with warning signs to describe
possible intermittent operation; and

(iii) Testing of the source shall be done with the gun fully immersed in water.

() When sparker and boomer electrical systems are used in a seismic survey, the
authorised person shall meet the following minimum requirement and reflect
good oil field practice:

(i) Charging and discharging circuits in the sparker or boomer electrical
system shall be equipped with circuit breakers;

(i) Sparker and boomer electrical cables shall be protected from damage,
adequately insulated and grounded to prevent current leakage and electrical
shock; and

(iii) The operation of the sparker or boomer shall be tested with the gun fully
immersed in water.

7. When carrying out the Geological and Geophysical Surveys, the authorised person
shall inform the Ministry of the person in command of the vessel or craft carrying out
the survey.

8.  The authorised person shall ensure that:

(@ The name of the person in command be permanently displayed on the vessel;
and

(b) The person in command shall be that person authorised by the authorised person
for supervising the conduct of good oil field practice and compliance to the
Applicable Law in Timor-Leste on the vessel.

9.  Where a Geological and Geophysical Study has been carried out, the following basic
survey data and supporting material shall be lodged in accordance with the instructions
of the Ministry:

(@ Where seismic survey has been carried out, after the survey is completed and
no later than ninety (90) days after the acquired data is available, the following
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data shall be submitted free of charge to the Ministry:
(i) Copy of raw Field tapes in SEG-D format;
(i)  Navigation and velocity data;
(ili)  Acquisition & processing reports;

(iv) Final migrated seismic stack data in Society of Exploration Geophysicists
(SEG-Y) format;

(v) Final migrated seismic gather data in SEG-Y format;

(vi) Interpreted horizon in American Standard Code for Information Interchange
(ASCII) format;

(vii) Interpretation report; and
(viii) Reprocessed data if applicable.

(b) Where a gravity or magnetic survey has been carried out, and where applicable,
and not later than ninety (90) days after the acquired data is available, the
following shall be submitted free of charge to the Ministry:

(1) Two (2) copies of processed magnetic tapes of both located and gridded
data in the Australian Society of Exploration Geophysicists (ASEG)-
Geographic Data Files (GDF) format;

(i) Two (2) stable base transparent copies of Bouguer gravity, free air gravity,
total magnetic intensity and, if prepared, vertical gradient and residual
contour maps;

(iii) Two (2) stable based transparent copies of computer generated profile data;
and

(iv) Two (2) copies of analogue monitor records, diurnal records, and altimeter
records and any maps or profiles made available pursuant to this clause
shall annotate line position, line number, registration marks and processing
parameters.

10. At delivery, all data shall be in accordance with standard industry format.
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11. Where a wireline survey has been carried out and no later ninety (90) days after the
acquired data available, the authorised person shall submit:

(@ Two (2) stable base transparent copies and two (2) paper prints of each log of
each scale run in the survey; and

(b) Two (2) stable base transparent copies and two (2) paper prints of computer
processed interpretation log.

12.  Where a survey, other than a gravity, magnetic, seismic or wireline survey, ninety (90)
days after the acquired data available, the authorised person shall submit such data and
information as requested by the Ministry.

13.  All magnetic tapes submitted shall be of at least manufacturers’ certified “error free”
quality.

14.  The authorised person shall provide and shall continue to provide access to the data to
the Ministry and their nominees upon request.

15. At no later than ninety (90) days after the completion of the data reprocessing and data
interpretation, the authorised person shall submit to the Ministry two copies of:

(@) The interpreted data;

(b) The processed data;

(c) Interpretation report; and
(d) Processing report.

16. All data which has not already been lodged with the Ministry must be lodged with the
Ministry prior to the surrender, expiry or cancellation of the whole or relevant part of
the petroleum contract or prospecting authorisation.

Article 18
Notification and performance of Exploration Operations

1. If the Explorations Operations do not commence at the notified time, an authorised
person shall send a new notification of start-up time to the Ministry as soon as possible.
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If any part of the Exploration is not concluded at the notified time, the authorised
person shall send updated information regarding the duration of the Exploration to the
Ministry.

Where an authorised person intends to conduct a seismic survey, the authorised person
shall also notify the Ministry and all other persons known to be operating within eight
(8) km of such proposed activity of:

(@) The type of energy source to be used;
(b) Its frequency and intensity;

(¢) The time of proposed use; and

(d) Any other pertinent information.

Explosive materials shall not be detonated within two (2) km of an offshore Facility
without prior written approval of the Ministry.

All vessels conducting Exploration Operations shall have a marine mammal and a
fishery observer on board.

Article 19
Prospect and well nomenclature

After the completion of Geological and Geophysical Survey, the authorised person
shall, prior to drilling, seek the approval of the Ministry for the name of potentially
drillable prospect and well.

The nomenclature pursuant to Article 19 (1) is regulated under separate guideline.

Article 20
Exploration periodical reports

An authorised person shall submit daily progress operational reports during the
following Exploration activities:

(@) Geological and Geophysical Surveys; and

(b) Exploration and appraisal Drilling Operations.
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2. The authorised person shall submit monthly exploration reports to the Ministry within
fifteen (15) days after the end of Calendar Month.

3. The monthly exploration report shall contain:

(@) A detailed description and evaluation of Exploration undertaken in the previous
Calendar Month organized by type of activity, including Geological and
Geophysical Surveys, interpretation, reprocessing, re-interpretation of basic
data, drilling, construction, and ancillary activities:

(b) If necessary, an update of the information on expected entries into the offshore
territory of Timor-Leste in accordance with Article 169;

(c) Any other information as the authorised person deems relevant; and
(d) Any other information required by the Ministry.

Article 21
Annual report

1. An authorised person shall submit an annual exploration report to the Ministry within
sixty (60) days after the end of each Calendar Year.

2. The annual exploration report shall contain:

(@ An account of actual Exploration undertaken in previous Calendar Year
compared with those planned under the Work Programme and Budget;

(b) A summary of the health and safety and environment performance and ancillary
matters related to the Exploration carried out in the previous Calendar Year;

(c) Estimate of resources volume in low, best and high cases in accordance with
Avticle 56 of this Decree-Law;

(d) Update on activities related to Appraisal Work Programme and Gas Retention
Work Programme;

(e) Any other information as the authorised person deems relevant; and

(f)  Any other information required by the Ministry.
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Article 22
Data collection and management

1. Timor-Leste shall have title to all data and information obtained pursuant to Articles 9,
12 and 25 of Petroleum Activities Law and the petroleum contract, including, amongst
other:

(@) Seismic data, velocity data and navigation data;

(b) Gravimetric and magnetic data;

(c) Seismic refraction measurements;

(d) Shallow seismic profiles;

(e) Piston core samples, and the unprocessed data, including one
half section of each piston core sample where recovery
integrity permits; and

(f)  Well data and information.

2. As soon as possible and no later than ninety (90) days after the annual Work
Programme has been completed, an authorised person shall send all data, registrations
and results from the Exploration, whether raw, derived, processed, interpreted or
analysed, to the Ministry.

3. Any data that requires processing in excess of ninety (90) days shall be submitted as
soon as the data has been processed.

4.  An authorised person shall retain copies of the data, records and results referred to in
this Article 22 in accordance with Article 168 of this Decree-Law.

Article 23
Discovery, Appraisal and commerciality

1.  The authorised person shall, upon Discovery, give notice in writing to the Ministry
within twenty-four (24) hours.

2. As soon as reasonably practicable after a Discovery is made, and in any event no later
than thirty (30) days following the submission of the notification made pursuant to
Article 23 (1) of this Decree-Law, the authorised person shall:
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(@ Submit to the Ministry information from Exploration leading to the Discovery
and any other information the Ministry requires, and

(b)  Advise the Ministry whether or not the Discovery merits Appraisal.

If the authorised person is of the opinion that the Discovery merits Appraisal, the
authorised person shall, within thirty (30) days following the notification pursuant to
Article 23 (1), prepare a proposal for an Appraisal Work Programme, including a
proposal for the Appraisal Period, which shall be submitted to the Ministry for
approval.

If relevant, the Appraisal Work Programme shall be updated annually, and all updates
shall be submitted to the Ministry for approval.

The objective of the Appraisal Work Programme is to enable the authorised person to
determine if the Discovery is, either alone or in combination with other Discoveries, a
Commercial Discovery.

The Ministry may require further evaluations and information to be submitted.

Without prejudice to Article 23 (8), the Appraisal Period shall not exceed two (2)
years.

The Ministry may grant an extension to the Appraisal Period where the authorised
person has demonstrated to the satisfaction of the Ministry that Appraisal has been
conducted in accordance with the Appraisal Work Programme and that further
Appraisal activities are required to determine whether the Discovery is a Commercial
Discovery.

No later than one hundred and eighty (180) days after the completion of the Appraisal
Work Programme, the authorised person shall submit a report to the Ministry stating
whether the Discovery is commercial or not.

The report referred in Article 23 (9) shall include:
(@ The reason(s) for the authorised person’s decision;

(b) All data and information considered by the authorised person in making the
determination of Commercial Discovery;
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(c) Studies which have been carried out or which are planned to be carried out with
a view to determine if the Discovery is or can become a Commercial Discovery;

(d) The authorised person’s proposal as to that area to be declared a Development
Avrea; and

(e) Any other information required by the Ministry.

Article 24
Declaration of Development Area

1. If the authorised person has declared a Commercial Discovery in accordance with
Article 23, the Ministry may declare the relevant area as “Development Area”, defined
as a contiguous three- dimensional area, which may be changed by the Ministry from
time to time if required to ensure that it encompasses the Field concerned.

2. Unless the Ministry and the authorised person agree otherwise, the change referred in
Article 24 (1) shall not take place after a Development Plan has been approved.

3. The Ministry may, upon application, grant an extension of the Development Area.
4.  The application for the extension of the Development Area shall include:

(@ A map clearly identifying the relevant areas and their relation to the
Development Area;

(b)  The reasons for the proposed extension;

(c) A description of any proposed additions or modifications to the approved Work
Programme and Budget; and

(d) Any other data and information required by the Ministry.

Article 25
Relinquishment of contract area after initial period

1. At least ninety (90) days prior to the expiry date of the initial Exploration period as set
out in Article 94, the authorised person shall inform its intention to the Ministry of
whether it wishes to relinquish the contract area wholly or partially and whether the
authorised person wishes to enter into the second Exploration period.
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2.  If the authorised person wishes to enter second Exploration period as set out in Article
94, it shall apply for the Ministry’s approval by submitting the following information
for the Ministry’s consideration:

(@) Detailed account for the Minimum Work Requirement as outlined for the
second Exploration period of the petroleum contract;

(b)  Schedule for the implementation minimum work requirement committed for the
second Exploration period;

(c) Subject to Article 24 (4) (a), proposal for the areas to be relinquished and
proposed areas to be retained for further Exploration; and

(d) Detailed account for the minimum work requirement for the third Exploration
period as outlined in the petroleum contract and indicative schedule for the
implementation of the Work Programme requirement under the third
Exploration period.

3. If the authorised person does not submit the required information pursuant to Article
25 (2) (a) and (b), the entire contract area shall be deemed relinquished at the end of
the relevant contract year.

4.  The entire contract area shall be deemed relinquished at the end of the Initial Period
concerned if:

(@ The authorised person does not submit the required information pursuant to
Article 25 (2) (a) and (b); or

(b) The authorised person application is rejected by the Ministry.

Article 26
Relinquishment contract area after second period

1. At least ninety (90) days prior to the expiry date of the second Exploration period, the
authorised person shall inform its intention to the Ministry, whether authorised
person wishes to relinquish the contract area wholly or partially and whether the
authorised person wishes to enter into the third Exploration period.

2. Subject to Article 26 (1), if the authorised person wishes to enter into the third
Exploration period, the authorised person shall apply for the Ministry’s approval by
submitting the following information for the Ministry’s consideration:
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(@) Detailed account of the minimum work requirement as outlined for the third
Exploration period of the petroleum contract;

(b)  Schedule for the implementation minimum work requirement committed under
the third exploration period; and

(c) Proposed areas to be relinquished and areas to be retained for further
Exploration.

The entire contract area shall be deemed relinquished at the end of the Initial Period
concerned if:

(@ If the authorised person does not submit the required information pursuant to
Article 26 (2) (a) and (b); or

(b) The authorised person’s application is rejected by the Ministry.

Subject to Articles 25 (1) and (2) and 26 (1) and (2), any relinquished area shall, unless
otherwise permitted by the Ministry, be a contiguous area of a compact nature
whereby all sections shall be connected and have in common at least on one of their
sides of one (1) minute longitude or latitude, subject to the configuration of the original
contract area, and the longest east/west and north/south dimensions of a relinquished
area are such as to establish a viable possible future Contract and permit an effective
conduct of petroleum operations in the relinquished area and in any retained contract
area .

Subject to Article 26 (4), the Ministry evaluates and decides on the delimitation of the
contract area after relinquishment.

The Ministry may stipulate conditions for its decision under Article 26 (5).

The decision referred in Article 26 (5) shall, amongst other, be based on resource
management considerations and area management considerations.

Article 27
Final Relinquishment

At the end of the final contract year of the third Exploration period, the authorised
person shall relinquish all of the contract area other than those parts that have been
declared as Development Areas.
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If at the end of the final contract year of the third period the authorised person, having
undertaken all reasonable and necessary measures in accordance with this Decree-Law
and the petroleum contract, has not had sufficient time to Appraise a Discovery, the
obligation of the authorised person under Article 27 (1) may be postponed by the
Ministry’s decision in writing based on the following conditions:

(@) For such area as the Ministry may determine to be reasonably necessary for
Appraisal of the Discovery after considering the proposal of the authorised
person;

(b) For such period as the Ministry may determine is reasonably necessary to
permit the authorised person to Appraise the Discovery; and

(c) For such period as the Ministry may determine for the authorised person to
decide whether to declare a Commercial Discovery as a consequence of
Appraisal, and, if it does declare Commercial Discovery, for the Ministry to
declare a Development Area in respect of it.

If the authorised person does not submit the required information on time, the entire
contract area shall be deemed relinquished at the end of the relevant contract year.

Article 28
Gas retention area

If the Appraisal of a Discovery of non-associated natural gas demonstrates that the
Discovery is not at that stage, either alone or in combination with other Discoveries,
commercially viable, but that it is likely to become so within a reasonable period which
may not exceed five (5) years from the end of the Exploration Period, the Ministry
may, at the request of the authorised person, declare a “Gas Retention Area” provided
it complies with the requirements of this Article.

On request of the authorised person and upon demonstration that an extension period is
likely to result in declaration of a Commercial Discovery, the Ministry may extend the
period of the Gas Retention Area as considered necessary, and on such conditions, as
considered appropriate by the Ministry.

A Gas Retention Area shall consist of a single contiguous area that encompasses the
Discovery including surrounding area sufficient to cover the probable and possible
extent of such areas.

The Ministry may exclude deeper formations in which no Discovery has been made.
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5.  The Gas Retention Area shall be deemed to have been relinquished upon expiry of the
period set out in Article 28 (1).

6. The Gas Retention Area shall be deemed to have been relinquished where the
authorised person ceases to meet its obligations under this Article.

7.  Gas Retention Area shall be deemed cease to exist upon declaration of a Commercial
Discovery by the authorised person and the Ministry has declared a Development Area.

8.  Retained Areas that are not part of a Development Area shall be deemed relinquished.

9.  All obligations that rest upon the authorised person in relation to relinquishment
applies correspondingly upon expiry of the periods relating to a Gas Retention Area.

Article 29
Relinquishment report

1.  The authorised person shall prepare and submit a relinquishment report to the Ministry
together with the notification prescribed in Articles 25 (1), 26 (1) and 27 (1).

2. The relinquishment report shall at least include:
(@ An account for the basis for the decision to relinquish the relevant area;

(b) A map of the area proposed for relinquishment and the area proposed to be
retained, including corner coordinates and clear identification of the area(s)
and/or depths or formations in the area;

(c) A description of the regional geology of the area;

(d) A description of the Exploration history and work carried out in the area,
including an overview of the data coverage such as wells, seismic and other
data;

(e) A list of all data that has been submitted to Ministry;

() A list of play types, leads and prospects in the area relinquished, including
description of potential reservoir(s), source(s), trap and seal in an agreed format
with the Ministry;
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(g) Prospect(s) and/or lead(s) in the area must be documented by seismic line with
tie-in to adjacent wells if applicable;

(h) The potential resources and reserves in the relinquished area shall be reported
in accordance with Society of Petroleum Engineers (SPE) classification and
methods for assessing the potential of the acreage shall be described; and

(i)  All data on the area proposed to be relinquished that has not been previously
submitted to the Ministry.

3. The Ministry may request the authorised person to submit additional data and
information on the relinquished area(s).

Article 30
Reduction of contract area and continuing obligations in respect of
relinquished area

1.  The petroleum contract shall only apply for those parts of the contract area that are
retained.

2. Relinquishment of all or a part of the contract area is without prejudice to any
unfulfilled obligations under any Law including the Petroleum Activities Law and this
Decree-Law as well as the petroleum contract.
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CHAPTER V
DRILLING, WORKOVER, WELL MANAGEMENT AND OPERATIONAL
REPORTING

Article 31
Drilling Programme and Workover Programme

1. An authorised person shall prepare and submit a proposal for a Drilling Programme or
a Workover Programme at least th