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1

GENERAL PROVISIONS

11

1.2

1.3

1.4

Authority

The Regulation is issued by the Government of Tiheste pursuant to
Article 31 of the Petroleum Act.

Objectives of the Regulation
The objectives of the Regulation are to:

(@)
(b)

(©)
(d)

(e)

(f)

implement the Petroleum Act;

ensure maximum ultimate recovery of Timor-Lestes$réleum
resources

prevent waste and pollution;

mandate the use of safe and efficient exploratiord a
exploitation practices;

permit the effective monitoring, supervision anggaction of
Petroleum Operations; and

contribute to achievement of Timor-Leste’s broader
development goals and priorities.

Scope of application

(1) The Regulation shall apply to all Petroleum Operatiwith respect to
subsea Petroleum resources conducted under traeietr Act.

(2) The Regulation shall apply to upstream activitiesried out in
relation to exploration and production of crude afld natural gas
including transportation and storage with directpact on any
reservoir.

Compliance

(1) All Petroleum Operations shall be carried out imptiance with the
Petroleum Act, the Regulation and Applicable Law \aried,
amended, modified or replaced from time to time.

8144



1.5

(2) No Petroleum Operations shall be commenced orechwut unless
all approvals, consents, licences and other perds are required
pursuant to Applicable Law have first been obtained

(3) An Authorised Person shall ensure that everyone wdmoies out
work on their behalf either personally, through é@wgpes or Sub-
Contractors complies with Article 1.4 (1) and (ZJhe Sub-
Contractors shall comply with relevant requiremestipulated in
Article 1.4 (1) and (2).

4) In addition to duties imposed on the Operator anRegulation, other
Contractors and Authorised Persons are also redperisr ensuring
that the Operator complies with the requiremeniktted in Article
1.4 (1) and (2).

Operating standards

(1) An Authorised Person shall follow Good Oil FieldaPtice in
conducting Petroleum Operations The most stringgahdards or
practices shall prevail if they are consistent aathpatible with the
applicable laws.

(2) At the request of the Ministry, an Authorised Persghall
demonstrate that a particular practice, procedurespecification
meets Good Oil Field Practice by:

(a) providing evidence that the practice, procedurespcification is in
conformance with a standard issued by an intemallp recognised
organisation, and that it is the most suitable daach for Timor-Leste;
or

(b) providing evidence that the practice, procedurspacification is good,
safe, efficient and necessary.

(3) For the purposes of this article internationallycagnized
organizations shall include:

(a) 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 (AT
(e) the British Standards Institute (BSI);

() the International Organisation for Standardisafi®®); or

(g) any other organisation deemed acceptable by thestiin
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1.6 Interpretation

(1) Any provisions in the Regulation that ascribe righibligations and
liabilities to the Operator shall, unless otherwispecified, be
interpreted as ascribing rights, obligations anabilities to the
Operator on behalf of the Contractors of the relévBetroleum
Contract.

(2) The terms defined in the Petroleum Act shall hdneedame meaning
as defined therein when used in the Regulation.

(3) The terms used in the Regulation shall have tHevimhg meaning:

“Applicable Law” means any applicable act, regulation, by-law, codke or enactment,
including Authorisations, directions and any demmsmade or issued thereunder;

“Applicable Standard” means standards issued bgrnationally recognised organisations
including but not limited to those stated in Arid.5(3);

"Appraisal” means all works carried out by an Authorised Rersader a Petroleum
Contract following a Discovery of Petroleum for thierpose of determining the quantity and
quality of recoverable Petroleum in, and the sedent and commerciality of, one or more
Reservoirs;

“Appraisal Period” means the time granted to the Authorised Personnttertake an
Appraisal Work Programme;

“Appraisal Well” means any perforation in the earth’s surfaceadtifbllowing a Discovery
of Petroleum for the purpose of delineating the siad extent of, and the quantity and quality
of recoverable Petroleum in, one or more Reservoivghich that Discovery relates;

“Artificial Lift” means any method of assisting natural Reservonggre lift oil or water
to the surface through a Well path using artifiaiaéchanism devices and/or extraneous
energy;

“Assignment” shall mean any assignment, transfer, conveyanitechtion of title, novation,
change in Control, merger, encumbrance or othetindeén any manner whatsoever or
howsoever whether legally, beneficially or othemyiand whether conditionally or not by a
Contractor of or with:

(1) The relevant Petroleum Contract, or all or any mdrits rights, interests,
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benefits, obligations and liabilities under it;

(i) Petroleum which has not then been, but might beyvered in the Contract
Area, or any proceeds of sale of such Petroleuih; an

(i)  anything whereby the Petroleum Contract, any ok¢hnghts, interests and
benefits or such Petroleum as mentioned in (i) @hébove would, but for
Article 11.6, be held for the benefit of, or be exgable by or for the benefit
of, any other person;

but does not include an agreement for the salexdraage of Crude Oil where the sale or
exchange occurs after title thereto has passedhaoContractor. The term%ssign”,
“Assignor” and“Assignee” shall be construed accordingly;

“Associated Gas”means Natural Gas, commonly known as gas-capadash overlies and
is in contact with significant quantities of Cru@d in a Reservoir, and solution gas dissolved
in Crude QOil in a Reservair

“Associated Pipeline Facilities'means Facilities that are used in connection thigroperation
of a Pipeline, including facilities for pumping, rapression, pressure reduction, metering,
receiving or delivering of Petroleum, and storafjeiroleum, but excluding Storage Facilities;

“Authorised Person” means:
(@) in respect of a Petroleum Contract, a Contractat; a

(b) in respect of any other Authorisation, the Persowhom the Authorisation has been
granted;

“Blowout” means an uncontrolled gas, oil or water escape &rovell;

“Blowout Prevention Equipment” means a device attached to the casing head tloatsall
sealing of the Well to confine the Well fluids ihet Well path, and for the purpose of the
Regulation includes a diverter system;

“BOP Stack” means a set of two or more Blowout preventers tsetsure pressure control
of a Well;

“Calendar Month” means any of the twelve (12) months of a CalendsaryY

“Calendar Quarter” means a period of three consecutive Calendar Margimsnencing on
the first day of January, April, July or Octoberavfy Calendar Year;
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“Casing Liner” means casing that is suspended from a string afgaseviously installed in
a Well and that does not extend to the Wellhead;

“Certificate of Verification of Construction and In stallation” means a certificate
certifying that the Verifying Body is satisfied ialation to the construction of the Facility and
its installation in the Territory of Timor-Lesteadhadequate and satisfactory inspection was
carried out during the construction and installatmd that:

(a) parts or sections of the Facility constructed befmstallation in the Territory of
Timor-Leste were not damaged before installatiowt a

(b) the construction and installation of the Facilitydaall parts thereof has been in
accordance with the specifications for the consibacand installation;

“Certificate of Verification of Design” means a certificate certifying that the Verifying
Body in relation to the design of the Facility &isfied that:

(a) the Facility is appropriate for the conditions ihigh it is proposed to be used, and
suitable for the overall and local loadings to in@osed;

(b) the design is in accordance with Good Oil FieldcEca;

(c) a structural analysis has been made for criticadilogs including the magnitude and
distribution of production loads;

(d) a fatigue analysis has been made of critical jpints

(e) an assessment of material grades has been madelation to stress and, if
applicable, pressure levels, minimum service teatpee and other significant
parameters;

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

(g) such other matters as the Ministry has requirede lh@en taken into account;

“Classifying Authority” means a body approved by the Ministry to classifiyps, barges or
Mobile Platforms;
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“Commercial Discovery means a Discovery which, as determined in accardawith the
Regulation and the provisions of the relevant Petirm Contract, can be exploited
commercially in accordance with accepted practmed standards within the international
petroleum industry;

“Commercial Production” occurs on the first day of the first period diirty (30)
consecutive days during which production is nos ldgan the level of regular production
delivered for sale determined by the Ministry ag pé the approval of, or amendment to, a
Development Plan, averaged over not less than yferd (25) days in the period,;

“Commingled Production” means production of Petroleum from two or more Reses in a
Well path;

“Completed’ means in respect of a Well, a Well that has h@epared to permit the:

(a) production of fluids from the Well;

(b) observation of the performance of the Reservoir;
(c) injection of fluids into the Well; or

(d) disposal of fluids into the Well.

“Completion” shall mean the equipment installed, or to be liestan a Completed Well;

“Conductor Casing’ meanscasing that is installed in a Well to facilitate N\@ntrol during the
drilling of the borehole for the Surface Casing’

“Conductor Pipe’ means a large diameter pipe installed in a Wefiravide a conductor for
drilling fluid through surficial formations;

“Contractor” means a Person with whom the Ministry has madstralBum Contract;

“Decommissioning Fund” means the fund established in accordance withl&H0c5;

“Decommissioning Plan” means the plan described in Article 10.1

“Development and Production Period” means the period granted to the Authorised Person
for the development and production of Commercialcoveries;
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“Development Ared has the meaning given in Article 4.9 (1);

“Development Plari meansthe plan for a Development Area described in AetiR;

“Development Well means a Well that is drilled in a Field or Resarf@i the purpose of the:

€)) production of fluids from the Well;

(b) observation of the performance of a Reservoir;

(c) injection of fluids into the Well; or

(d) disposal of fluids into the Well

“Discovery” means any occurrence of Petroleum and Natural iGdee Contract Area,
independent from quantity, quality or commerciabiiity, verified by at least two detection
or evaluation methods;

“Diving Plan” means the plan described in Article 16.17;

“Drill Floor ” means, in respect of a Drilling Rig, the platfosurrounding the slip setting
area that provides support for the drill crew dgridrilling Operations;

“Drill Site” means a location where a Drilling Rig is or mayibstalled;

“Drilling Installation ” means a Drilling Unit, or a Drilling Rig and tHeundation on which
it is installed;

“Drilling Operations” means all preparations for and implementation efaions surrounding
the drilling of a Well (or Test Hole) and which mimglude operations such as Completion of a
Well, data acquisition, monitoring, Well controlodification and plugging of existing Wells,
but excludes Workovers;
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“Drilling Programme ” means the programme described in Article 5.1;

“Drilling Rig ” means the plant used to make a Well by boringtber means and includes a
derrick, draw works, rotary table, mud pump, Blotwpteventer, accumulator, choke manifold
and other associated equipment including powetraorand monitoring systems;

“Drilling Unit ” means a drill ship, submersible, semi-submerslidege, jack-up or other vessel
used in a Drilling Program or Workover Program &tidd with a Drilling Rig or Workover rig
and other facilities associated with conducting@néing Program or Workover Program;

“Environmental Authority” means the entity of the government of Timor-Lesgponsible for
the administration and oversight of the EnvironraeRegulations;

“Environmental Decommissioning Plan” means the document prepared by the Authorised
Person in accordance with Environmental Regulatiombich identifies the potential
environmental impacts arising due to Decommissmramd how these features will be managed
and monitored to protect the environment;

“Environmental Impact Assessment”’means an impact assessment prepared by the Awthoris
Person as applicant for an environmental license@ordance with the environmental licensing
procedure of Decree Law No. 5/2011, of 23 Febr2éd/l and Decree-Law No. 41/2012, of 7
September 2012, and the TLEA Environmental Reguiafi

“Environmental Impact Statement” means the document that contains the results and
conclusions of an Environmental Impact Assessment;

“Environmental Management Plan” means the plan prepared by the Authorised Person in
accordance with Decree Law No. 5/2011, of 23 Felr@@ll and Article 2.7 of the TLEA
Environmental Regulations to ensure compliance Waths of Timor-Leste relating to the
environment;

“Environmental Regulations” means the regulations and legislation issued fiora to time

by the entities belonging to the State of Timorteesnd the Environmental Authority or other
authorized governmental entity to inter alia protbe natural environment, and to assure the
effective monitoring of environmental practices;
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“Exploration” or “Exploration Operations” means any exploration activities, including
geological, geophysical, geochemical and otherestgrvinvestigations and tests, or drilling of
Exploration Wells or Appraisal Wells, and all r@dtactivities including those covered by a
Prospecting Authorisation

“Exploration Period” means the period granted to the Authorised Persoarty out a Work
Programme and Budget for Exploration;

“Exploration Survey” means a method for evaluating the earth’s suréaksubsurface in the
search for Petroleum and includes without limitatgeological, geochemical or geophysical
surveys including the obtaining of piston core slasdut excludes any other form of drilling or
coring;

“Exploration Well” means a perforation in the earth’s surface, otiean &t Development Well
or a Test Hole, that is drilled for the purposeslistovering Petroleum or obtaining geological
information;

"Facility” or "Facilities" means all equipment, plants, installations, sabflewlines,
manifold and infrastructure used in the condudPetroleum Operations and includes without
limitation Production Facilities and any Pipeling/sg&m, Processing Facilities, Storage
Facilities and Terminal Facilities;

“Field” means a Reservoir, or multiple Reservoirs all gealion, or related to, the same
Geological structure structure, or stratigraphicdibons from which Petroleum may be
produced;

“Field Export Point” means the point at which Petroleum produced undPetaoleum
Contract, having gone through field level sepamticc made ready for sale, further
processing or transportation or such other poindesgnated in an approved Development
Plan

“Fixed Platform” means a platform from which Petroleum Operatioag@be carried out that
cannot be readily moved from one position to anpthe

“Formal Safety Assessment’means a formal, structured and systematic metbggalsed to
facilitate proactive risk control, included witrenSafety Case as described in Article 16.6;
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“Formation Flow Test” means an operation to induce the flow of formatfiids to the surface
of a Well for the purpose of procuring Reservaiidlsamples and determining Reservoir flow
characteristics;

“Good Oil Field Practice” means such practices and procedures employee ipetnoleum
industry worldwide by prudent and diligent operatender conditions and circumstances
similar to those experienced in connection withrillevant aspect or aspects of the Petroleum
Operations, principally aimed at guaranteeing:

(@)  conservation of petroleum and gas resources, whiglies the utilization of
adequate methods and processes to maximize theergaof hydrocarbons in
a technically and economically sustainable manmeth a corresponding
control of reserves decline, and to minimize losgdbke surface;

(b) operational safety, which entails the use of methamhd processes that
promote occupational security and the preventioacofdents;

(© environmental protection, that calls for the adoptof methods and processes
which minimise the impact of the Petroleum Operaion the environment;

“Health and Safety Audif’ means systematic, periodic and documented evatuatf an
Authorised Person’s health and safety organisagg@rformance and systems against pre-
determined standards;

“Health and Safety Plan” means the plan described in Article 16.5;

“Health and Safety Update Reports’means the report described in Article 16.9;

“Intermediate Casing means the casing installed in a Well, followirtge tinstallation of
Surface Casing in the Well, through which furtheillidg Operations may be carried out in a
Well;

“kPa” means a metric unit of pressure or stress refaoeas kilopascal and equal to 1,000
pascals;

“‘LNG” means liquefied natural gas, which is primarily nage gas that has been liquefied at a
temperature of minus one hundred sixty-one dedbesgigrade (-161 C) and stored in heavily
insulated containers to prevent vaporization;
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“Local Content Proposal” means the proposal submitted together with the gigad Person’s
application for Authorisation under Article 13.3 thle Petroleum Activities Law in respect of
training, employment and the acquisition of goaal$ services;

“Management Systeni means a system designed to ensure complianceApipticable Law,
to contribute to ensuring and furthering the guabf the work carried out in Petroleum
Operations and to ensure effective planning, osgdioin, control, monitoring and review of
necessary Preventive and Protective Measures;

“Major Accident Event” means an event due to Petroleum Operations hdkegotential to
cause death or serious injury, or catastrophiariibf health and safety functions or barriers so
as to threaten the integrity of a Facility use@atroleum Operations;

“Major Environmental Incident ” means fires, explosions and blowouts that ocewing the
conduct of Petroleum Operations or spills or redeasf Petroleum or other Hazardous
Substances prohibited by Applicable Law;

“Measurement Point" means the location in any Contract Area or elsegvhrethe Territory
of Timor-Leste as specified in the Development Plahere the Petroleum is metered and
delivered for transportation there from by any nseaftransportation

“Measurement Uncertainty’ means an expression of the result of a measureg watich
reasonably characterizes the range within whichrtieevalue is expected to lie;

“Metering Systent means all mechanical, instrumental and compuesf the system for the
measurement of Petroleum as well as the applicktglementation and procedures;

“Mobile Drilling Unit” means a ship, barge or other vessel or struchatectn readily be
moved and that carries or includes equipment fbindra Well;

“Mobile Platform” means a Mobile Drilling Unit or a platform that daa readily moved from
one position to another;
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“Other Health and Safety Incident” means an incident due to Petroleum Operations that
results in, or that under slightly altered circuanses could have resulted in, injury, pollution, or
failure of health and safety functions or barrgrsas to threaten the integrity of a Facility used
in Petroleum Operations other than a Major Accider@nt;

“Performance Standards” means a standard, established by an Authorisesbibeof the
performance requirements of a system, item of eqeiip, person or procedure, which is used as
a basis for managing risks arising out of or inneantion with Petroleum Operations;

“Petroleum Activities Law” means Law No. 13/2005, of 2 September 2005, oroleam
Activities;

“Petroleum Products means products fractionated or otherwise derivech Crude Oil or
Natural Gas by a refining or treatment process;

“Pipeline’ means any pipe used to convey fluids, except:

(@) pipes used to convey water that is not used in ection with a Facility,
project or other matter authorised under the PRatral Act or this
Regulation; or

(b) pipes used to convey sewage

“Pipeline Project’ means the design, construction and operationRipaline System excluding
Pipelines listed under Article 8.1 (4);

“Pipeline Project Plarf means the plan described in Article 8.1;

“Pipeline Systerm means a Pipeline and the Associated Pipelindifies;

“Processing Facility means a gas processing facility, gathering cebiester station and any
other hydrocarbon processing facility the Ministnay specify from time to time as the
processing facilities covered by an approved Dgrakmt Plan

“Processing Facility Plari means the plan described in Article 7.14;
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“Produced Water’ means water produced from a hydrocarbon beangydtion during the
extraction of Petroleum. It may include formatioater, water injected into the formation or any
chemicals added downhole or during the oil and msgparation process;

“Production Facilities” means all Facilities that are involved in the aegry, development,
production, handling, field level processing, tneat, transportation or disposal of Petroleum or
any associated substances or wastes, along witicilies for water, power, accommodation or
access that may be necessary for undertaking tdwri€ion Operations but excluding Pipelines
requiring approval in accordance with Chapter 8,

“Production Operations’ means any operations related to the developméra &ield or
Reservoir, the production, recovery, transporgtirent, processing and separation of Petroleum
or the construction, installation, operation or m@nance of Production Facilities, but shall
exclude Exploration Operations, Drilling OperatioWsorkover Operations and the construction
and operation of Pipelines requiring approval icoadance with Chapter 8;

“Production Plan” means a plan for the production volume that thdédFe estimated to
produce throughout its lifetime;

“Production Test’ means a production capacity test used to deterthie Well production rate;

“Prudent Production” means production of petroleum from each individual petroleum
deposit, or in several deposits in combination inugeh a manner to achieve maximum
ultimate recovery of the petroleum in place. The poduction shall take place using best
available technologies and in accordance with sounéconomic principles and in such a
manner that waste of petroleum or reservoir energys avoided,;

“Recoverable Reserves’means proved plus probable reserves as detertmnaa independent
consultant in accordance with Article 6.12;

“Regulation” means the provisions herein and any directiommy other decision made or
issued pursuant thereto, including rules, guidslirnmlicies and codes issued from time to
time by the Ministry regarding Petroleum Operaticoaducted under the Petroleum Act

“Relief Well” means a Well drilled to assist in controlling @Bbut in an existing Well;
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“Risk Assessmeritmeans the assessment of risks to health, safetyrasirdonment made by the
Authorised Person;

“Safety Casé means a detailed document, prepared by an AutdoRseson, to demonstrate
that foreseeable safety risks have been identfielassessed in safety and engineering studies
and that essential controls and mitigation measar@put in place in order to ensure that risks
are controlled to a level as low as reasonablyiplesto ensure continued safety of Facilities,
Petroleum Operations, personnel and members qiuiblec;

“Sampling’ means obtaining Well cuttings, cores or fluidslasignated depth intervals during
Drilling Operations, Workover or Production Opevas for subsequent analysis;

“Spud’ means, in respect of the drilling of a Well, thiial penetration of the surface;

“Storage Facility’ means a containment facility, including abovegruanks, underground
tanks, containers, lined earthen excavations atiflg storage offshore, used for storing large
volumes of hydrocarbons, water, chemicals, wastgroducts used or extracted from a
Development Area, excluding storage facilities the covered by an approved Development
Plan;

“Storage Facility Plarf means the plan described in Article 7.14;

“Sub-Contractor” means a party that has entered into an agreemémtaw Authorised
Person, or any of its subcontractors and manufactuwsf any tier, for the performance of
work in connection with the Petroleum Operations;

“Support Craft” means any vessel, tug, ship, aircraft or othet as&d to provide transport for
or assistance to Petroleum Operations but doeaciode a Drilling Installation;

“Surface Casing means the casing installed in a Well to a depiificgent to establish Well
control for the continuation of Drilling Operatigns

“Terminal Facility” means a facility where Petroleum Products, watBemicals, waste or
products used or extracted from a Development Azea transferred from one bulk
transportation system to another covered by aroapd Development Plan;
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“Terminal Facility Plan ” means the plan described in Article 7.14;

“Test Hole' means a hole, other than a Well or seismic shet kiolled to a depth of more than
30 meters;

“Timor-Leste Supplier” means a legal or physical person:

@) whose business enterprise is incorporated or otkerarganised under
the laws of Timorteste; and

(b) whose principal place of business is in Tinh@ste;and

(c) which is effectively minimum five percent owned andntrolled by
nationals of Timorkeste; and /or partly owned and controlled by
nationals of Timor Leste

(d) which supplies services and/or goods t\athorised Person;

“Timor -Leste Goods"means materials, equipment, machinery and consgawels mined,
grown or produced in Timor-Leséich consist of ;

A. Purely or 100 percent designed, engineered, and manufactured in Timor Leste;

B. 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;

C. Assembly of goods (Spare parts) in Timor-Leste which consist of local labor, cost and skill and
knowledge.

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

“Third Party Consultant” means an independent organization or individuat ¢an provide
expert knowledge on the Petroleum Operations;

“TLEA” means the “Territory of Timor-Leste” as definedthg Petroleum Act, but excluding
any onshore area’

“Verifying Body” means a body approved by the Ministry to:

(@) verify the design, construction,installation andcatamissioning of
Facilities; or

(b) carry out such verification as the Ministry mayugeg;

“Waste Material” means refuse or garbage, or other useless maggierated during
Petroleum Operations, but does not include drilflagl and drill cuttings and other Petroleum
by — product with economic value.
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“Workover” means any operation performed in a Well afteritiiggal Completion that could
result in an alteration of the downhole mechanecaifiguration and would include deepening,
pulling or resetting liners, plugging by squeeziadding new perforations and re-perforating in
the same or alternative interval(s), stimulatioepairing casing damage due to corrosion,
collapse, burst or separation or any other simmtajor repair operation excluding Drilling
Operations;

“Workover Programme” means the programme described in Article 5.1,

“Work Programme” and “Work Programme and Budget” has the meaning set out in the
relevant Petroleum Contract.

2 AREA MANAGEMENT

2.1 Graticulation System

(1) The surface of Timor-Leste shall be graticulatetb itlocks in
accordance to a grid system.

(2) The opening and redefinition of a new area for d*etrm Operations
shall be defined by way of reference to blocks.

(3) Details of such grid system shall be regulated uriie internal
guidelines for acreage definition.

2.2 Opening of areas
(1) The Ministry may decide to open an area for Petirol®©perations.

(2) Prior to the opening of areas for Petroleum Openati the
Ministrymay inform , relevant government agengies.

(3) The Ministry may reserve a block, part of a bloegkaonumber of
blocks in an open area for the State-Owned Cormiract

2.3 Closure and redefinition of area

(1) The Ministry may decide to close an area declameh@ursuant to
Article 2.2, but not covered by a Petroleum Coritraic any other
Authorisation.
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(@)

3)

(4)

The Ministry may redefine the boundaries of an ateelared open
but not covered by an existing Petroleum Contractaoy other
Authorisation.

Prior to making a determination on closure or retutgdn of the

boundaries of an open area, the Ministry shall ighldthe intention to
do so in two (2) newspapers of general circulatiomimor-Leste, on
the Ministry Website, and in any other manner deieed by the
Ministry. Any person may make a representationhe Ministry on

the matter within thirty (30) days of publicatiddpon expiration of
the thirty (30) day period, the Ministry may, updae consideration
of the representations received, determine wheathewot to close or
redefine the boundaries of the area and shall glubiiotice of the
decision in the same manner as aforementioned.

A decision by the Ministry to close or redefine th@undaries of an
open area shall not affect another area coverech dyetroleum
Contract or any other Authorisation existing at ttime of the
decision.

3 PROSPECTING AUTHORISATION AND ACCESS AUTHORISATION

3.1

3.2

Prospecting Authorisation

(1)

(2)

3)

(4)

Prospecting Authorisations granted in accordandh thie Petroleum
Act Articles 9 and 13 may be valid for a periodtogsix (6) Calendar
Months unless otherwise decided by the Ministry.

The Ministry may stipulate conditions for the grafita Prospecting
Authorisation to reflect Good Oil Field Practices, well as technical
and economic aspects and the relationship to, gpelcéed impact on,
other users of the sea and potentially affectedsdPsr and local
communities. The Ministry may decide to permit amithforised
Person to market the right of use of the data afamation gathered
under the Prospecting Authorisation. The Ministraymstipulate
conditions to such decision.

The ANP shall have title to all technical data aimformation
acquired under Prospecting Authorisation

The Authorised Person is obliged to seek furth@ragl from other
relevant entities prior to commencing the prospec#ctivities.

Content of a Prospecting Authorisation Application

(1)

Application for Prospecting Authorisation shall bebmitted to the
Ministry and shall contain information regarding:
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3.3

3.4

@ name, address and nationality of the applicant. thé
application comprises more than one applicantthalnames,
addresses @dmationalities shall be stated;

(b) the applicant’s representative in relation to thendr Leste

authorities;
(c) the area which is comprised by the application;
(d) the purpose and the nature of the prospecting activities; and

(e) all the relevant documents required under Healdfetg and
Environments requirements.

(2) The Ministry may require additional information.

(3) Attestation for payment of fee, cf. Article 23.2tbfs regulation shall
be enclosed with the application.

Consent to a Prospecting Authorisation Application

Within a reasonable period of time after receiviag application for a
Prospecting Authorisation, or requested additiomdbrmation, the shall
decide whether to grant the Prospecting Authonsatind shall notify the
applicant in writing of its decision.

Submission of information to prospecting activities

(1) No later than one month prior to commencement efglospecting
activity under a Prospecting Authorisation, thddaing information
shall be submitted to the Ministry:

€)) the name and location of the prospecting activity;

(b) which Prospecting Authorisation the activity shadl conducted
under;

(© the name of the Authorised Person of the Prosmgctin

Authorisation
(d) the type of prospecting activity to be conducted
(e) The name of the party carrying out the prospecting activity;
() Planned commencement and conclusion dates;
(9) Planned extent of the prospecting activity;

(h) The entire prospecting area indicated by geographic
coordinates, including area necessary calibratiwhtasting of
equipment in connection with the prospecting agtiand area
needed to turn the Vessel and Aircraft
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(@)

3)

(4)

(i)

()

(k)

()

(m)
(n)

(0)

(P)

Description of operations, procedures, the nawgatand
acquisition systems, and indicating in the caseaioborne
surveys, the proposetying altitude;

Name of the Vessels and Aircraft

The Vessels and Aircraft's call signals, IMO nunshend
nationality;

Data acquisition summary detailing the operati@anbd carried
out;

Format of collected data;

Evaluation of whether the prospecting activitiesildoharm
particularly vulnerable environmental resources;

A Seismic Safety Management Plan and all the otblevant
documents required under the HSE requirements;

Prior to the start of the Survey the Ministry maquest to
inspect the Survey Vessel and the support vessel

On a weekly basis during the prospecting activities following
information shall be submitted to the Ministry:

(@)
(b)

(©)
(d)

(e)

(f)

Designation of the prospecting activity;

Which Prospecting Authorisation the activity shalle
conducted under;

The name of the Holder of the Prospecting Authorisation;

The date for commencement of the prospecting &gtivi
Conclusion date shall be ilmded on the last weekly report;

Status of the activity, i.e. numbers of kilometst®t in total
and during the k& week;

Name of Vessel and call signal.

The Operator shall during the survey inform the istimes of
Fisheries, Defence and Security of the movementshef survey
Vessels.

Changes in prospecting activities

(@)

If the activity is not commenced at the stipulaidate, the
Authorised Person of a Prospecting Authorisaticallsds soon
as possible send a new report indicating the sfadate for the
activity to the Ministry,
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4

3.5

()

(b) If the Authorised Person of a Prospecting Authaiasawishes

to continue the activity beyond the stipulated d¢osion date,
the Authorised Person must submit the relevantrinébion
about the activity to the Ministry as indicatedtlims Article no
later than within ten working days prior to thepstated
conclusion date.

The Ministry at its discretion may grant exemptiofrem the
deadlines listed above.

Access Authorisation

1)

(@)

Access Authorisations granted in accordance wighRbtroleum Act
Articles 11 and 13 shall be valid for such perialig necessary to
perform the prospecting activities, Geological afxkophysical

surveys, construction, installation and operatidn tlee relevant

structures, Facilities and installations and sudditeonal period

needed for Decommissioning of the same.

The Ministry may stipulate conditions to an Accéaghorisation to
reflect Good Oil Field Practice, as well as techhicsafety,
environmental and economic aspects and the redtipnto, and
expected impact on, other users of the sea oraetdand areas and
other potentially affected Persons and local conitiasn

EXPLORATION ACTIVITIES

4.1

Work Programme and Budget

(1)

(2)

3)

An Authorised Person shall prepare and submit ggza for an
annual Work Programme and Budget for each Calewdar for the
Ministry’s approval.

The first proposal for an annual Work Programme Baodget shall
be submitted to the Ministry within thirty (30) yfaafter the effective
date of the Petroleum Contract and thereafter wislixty (60) days
before the end of a Calendar Year.

The Work Programme shall include a proposal forl@&gtion to be
undertaken. The Work Programme and Budget shaltidsed on the
minimum exploration work requirements to be comgaepursuant to
the relevant Petroleum Contract. In addition, therkVProgramme
and Budget shall contain the following information:
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(4)

(@)

(b)

(€)

details of Exploration proposed to be undertakeoluding
schedule and an indication of the method, technigod
equipment to be employed in the proposed Exploration;

maps of the areas where Exploration are proposedbeto
undertaken, along with any relevant information wbthe
areas; and

a budget showing distribution of expected costateel to the
minimum exploration work requirements and otherppsed
Exploration, if any, in accordance with the planisetedule.

An Authorised Person shall together with the preposVork
Programme and Budget submit the following informati

(@)
(b)

(€)

(d)

(e)

(f)

the name and address of the Authorised Person,;

the name of the representative of the Authorisedsd?ein
relation to the Ministryand other Government authorities;

details of any temporary or permanent Facility whioay be
constructed or used in connection with the proposed
Exploration;

a description on how the Authorised Person planilfd the
obligations set out in the Local Content Proposal & comply
with the local content requirements established tihe
Regulation and Applicable Law throughout the Exatmm
Period;

all other information that may be relevant to tmmduct of
the Exploration; and

any other information required by the Ministry.

4.2 Approval of Work Programme and Budget

The Ministry may stipulate conditions to its appabwf the Work

Programme and Budget to reflect Good Oil Field f#racr to meet
the requirements of Applicable Law. The Ministryliwprovide the

Authorised Person with its decision in writing witlreasonable time
of receipt of all required information and otherteraals. Where a
Work Programme and Budget is not approved, the ditipshall state
the grounds for its decision. The Authorised Pemsay modify and
re-submit the Work Programme and Budget within rmeframe

stipulated by the Ministry.

1)

(2)

The Ministry may suspend or revoke an approvahedvent:
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@ the Authorised Person has not conducted the minimum
exploration work requirements in accordance wita Work
Programme and Budget; or

(b) the relevant Petroleum Contract or Prospecting éwsghtion is
terminated.

(3) Drilling Operations requires Approval for DrillingOperations
pursuant to Article 5.2.

4.3 Geological and Geophysical Surveys

(1) If an Operator wants to conduct a geological or fgbgsical Survey, they
must notify and seek consent from the Ministry aliba intended survey.

(2) Any modification to a geological or Geophysical By which constitutes a
significant change to the area or duration of aieypreviously agreed with
the Ministry shall not be made without prior coriseinthe Ministry.

(3) A natification, pursuant to sub-clause 4.3 (1) khatlude the following
information:

(a) Name and location, including coordinates, of thevey

(b) The proposed date of commencement, the estimatadiaiuand cost
of the survey;

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

(d) In the case of a seismic, gravity or magnetic syreketails of the
equipment to be used;

(e) a plan showing the proposed survey stations oetsms

() a brief description of operations, procedures, Hawigation and
acquisition systems, and indicating in the casairdforne surveys, the
proposed flying altitude;

(g) a brief discussion paper on the positioning systeeiscted for each
type of survey;

(h) names of the contractors used to carry out theegurv

(i) alocal content action plan to contain elementhefsurvey

() data acquisition summary detailing the operationset carried out;
(k) geological/geophysical techniques to be used;

(I) data processing sequences to be undertaken
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(m)list of electronic information with index of inteed contents and
format; and

(n) interpretations, maps and reports used to supp@t exploration
purpose of the survey;

(o) evaluation of whether the survey activities coulatrh particularly
vulnerable environmental resources.

(p) all the relevant documents required under Healthfet3 and
Environment requirements.

(4) If an Operator submits a notification for a Geotagior Geophysical Survey
notification to the Ministry, the Ministry may regst the Operator to provide
further written information about any matter regditby these Regulations to
be included in the notification.

(5) Where an Authorised Person intends to conduct amsei survey, the
Authorised Person shall also notify the Ministrydaall other Persons known
to be operating within eight (8) km of such progbaetivity of:

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

(c) the time of proposed use;

(d) any other pertinent information;

(6) Explosives shall not be detonated within two (2) &fman offshore Facility
without prior written approval of the Ministry.

4.4 Notification and performance of Exploration Activities

(1) If the Explorations Operations do not commencehatrtotified time,
an Authorised Person shall send a new notificatiostart-up time to
the Ministry as soon as possible.

(2) If any part of the Exploration is not concludedts notified time, the
Authorised Person shall send updated informatioganding the
duration of the Exploration to the Ministry.

(3) Where an Authorised Person intends to conductsarseisurvey, the
Authorised Person shall also notify the Ministrydaall other Persons
known to be operating within eight (8) km of sudlogosed activity
of:

(@) the type of energy source to be used,
(b) its frequency and intensity,

(© the time of proposed use,
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4.5

4.6

(d) any other pertinent information.

4) Explosives shall not be detonated within two (2) &fan offshore
Facility without prior written approval of the Mistry.

(5) All vessels conducting Exploration shall have a imarmammal
observer on board if required.

Exploration Periodical Reports

(1) An Authorised Person shall submit daily progressraponal reports
during the following exploration activities;

(@) Geological and Geophysical surveys
(b) Exploration and Appraisal Drilling Activities

(2) The Authorised Person shall submit monthly explorateports to
the Ministry within fifteen (15) days after the eatiCalendar Month.
The monthly exploration report shall contain:

@) a detailed description and evaluation of Exploratimdertaken
in the previous Calendar Month organized by typeadfvity,
including geological and geophysical surveys, prietation,
drilling, construction, and ancillary activities;

(b) if necessary, an update of the information on etqueentries
into the TLEA described in Article 20.4

(© any other information as theuthorised Person deems relevant;
and

(d) any other information required by the Ministry.

(3) The Ministry may require the Authorised Person fodate the
monthly exploration reports.

Annual Report

(1) An Authorised Person shall submit an annual explmmaeport to the
Ministry within thirty (30) days after the end od@h Calendar Year.

(2) The annual exploration report shall contain:

@) an account of actual Exploration undertaken in ioney
Calendar Year compared with those planned undeMibiek
Programme and Budget;
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3)

(b) a summary of the environmental and health and ysafet
performance related to the Exploration carried outthe
previous Calendar Year;

(c) any other information as the Authorised Person deems relevant;
and

(d) (any other information required by the Ministry.

Article 4.5 (3) applies correspondingly.

4.7 Data Collection and Management

(1)

(2)

3)

(4)

Ministry has title to all data and information oipad pursuant to an
Petroleum Contract or a Prospecting Authorisatinaluding title to
all data and information obtained in connectionhwixploration,
whether raw, derived, processed, interpreted orlysed. This
includes, amongst other:

€)) seismic data, velocity data and navigation data;
(b) gravimetric and magnetic data;

(© seismic refraction measurements;

(d) shallow seismic profiles; and

(e) piston core samples, and the unprocessed datadingl one
half section of each piston core sample where rgowmtegrity
permits.

As soon as possible and no later than three (3rdal Months after
the annual Work Programme has been completed, ahoAsed
Person shall send all data, registrations and teesitbm the
Exploration, whether raw, derived, processed, preted or analysed,
to the Ministry. Any data that requires processmgxcess of three
(3) Calendar Months shall be submitted as soomaslata has been
processed.

An Authorised Person shall retain a copy of theadatcords and
results referred to in this Article 4.7.

The Ministry may make available to other Contrastor Persons
data, records and results from Exploration, sulifgthe requirements
of the Applicable Law.
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4.8 Discovery, Appraisal and Commerciality

1)

(2)

3)

(4)

()

The Authorised Person shall, upon Discovery, gigdce in writing
to the Ministry within twenty-four (24) hours.

As soon as reasonably practicable after a Discoiengade, and in
any event no later than thirty (30) days followiting submission of
the notification made pursuant to Article 4.8 (1he Authorised
Person shall:

€)) submit to the Ministry relevant information from fgration

leading to the Discovery and any other informatio® Ministry
requires, and

(b) advise the Ministry whether or not the Discovery ritse

Appraisal.

if the Authorised Person is of the opinion that iscovery merits
Appraisal, he shall, within thirty (30) days followg the notification
pursuant to subsection (1) of this Article, preparproposal for an
Appraisal Work Programme, including a proposal ttoe Appraisal
Period, which shall be submitted to the Ministry fapproval. If
relevant, the Appraisal Work Programme shall beatgdl annually,
and all updates shall be submitted to the Minigbryapproval. The
objective of the Appraisal Work Programme is to l#eathe
Authorised Person to determine if the Discoveryeithjer alone or in
combination with other Discoveries, a Commerciatdovery. The
Ministry may require further evaluations and infaton to be
submitted.

The Appraisal Period shall not exceed two (2) Qdde Years.
However, the Ministry may grant an extension toAlpgraisal Period
where the Authorised Person has demonstrated teatisfaction of
the Ministry that Appraisal has been conductedcitbedance with the
Appraisal Work Programme and that further Appraesetivities are
required to determine whether the Discovery is am@ercial

Discovery.

no later than ninety (90) days after the completibrihe Appraisal
Work Programme, the Authorised Person shall subnnéport to the
Ministry stating whether the Discovery is commelraa not. The
report shall include:

(@) the reason(s) for the Authorised Persaiacision;

(b) all data and information considered by the Authexti®erson in

making the determination of Commercial Discovery;

(© studies which have been carried out or which aaern@d to be

carried out with a view to determine if the Discoves or can
become a Commercial Discovery;
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(d) the Authorised Person’s proposal as to that aréa weclared a
Development Area; and

(e) any other information required by the Ministry.

4.9 Declaration of Development Area

(1) if the Authorised Person has declared a Commef@istovery in
accordance with Article 4.8, the Ministry may deeldhe relevant
area as “Development Area”, defined as a contigutiuse-
dimensional area, which may be changed by the kfynisom time to
time if required to ensure that it encompassesHieéd concerned.
Unless the Ministry and the Authorised Person agtbeerwise, such
change shall not take place after a Developmenh Plas been
approved.

(2) The Ministry may, upon application, grant an exiensof the
Development Area. An application for such extensioh the
Development Area shall include:

€)) a map clearly identifying the relevant areas amir tfrelation to
the Development Area;

(b) the reasons for th&oposed extension; and

(© a description of any proposed additions or modiitces to the
approved Work Programme and Budget.

4.10 Relinquishment of Contract Area

(1) if the Authorised Person wishes to relinquish theni@act Area
wholly or partly, the following shall, together Wwithe relinquishment
report required under Article 4.14, be prepared suloimitted to the
Ministry:

@) a description of the portion or portions of thegaoral Contract
Area that the Authorised Persproposes to relinquish; and

(b) a description of the Contract Area that the Auded Person
proposes to retain.

(2) any relinquished areas shall, unless otherwise iggednby the
Ministry, be a contiguous area of a compact natuhereby all
sections shall be connected and have in commoeaat bn one of
their sides of thirty (30) seconds longitude ortlate, subject to the
configuration of the original Contract Area, ane fbngest east/west
and north/south dimensions of a relinquished ameasach as to
establish a viable possible future Contract andnjiean effective

34144



411

412

3)

conduct of Petroleum Operations in the relinquishezh and in any
retained Contract Area.

The Ministry evaluates and decides on the delimitadf the Contract
Area after relinquishment. The Ministry may stigal@onditions for
its decision. The decision shall, amongst otherbd&sed on resource
management considerations and area managementiea@tgins.

Mandatory Relinquishment

1)

(@)

The Authorised Person shall relinquish:

€)) At the end of the initial period, not less than myefive
percent (25%) of the original Contract Area; and

(b) At the end of the second period, not less tharrtadu twenty-
five percent (25%) of the original Contract Area.

(c) The information required under Article 4.10 (1) Khbe
submitted no later than ninety (90) days prior lte £nd of
initial and second Period.

if the Authorised Person does not submit the reguinformation on
time, the entire Contract Area shall be deemedgalshed at the end
of the Contract Year concerned.

Final Relinquishment

1)

(2)

At the end of the final Contract Year of the thipkriod, the
Authorised Person shall relinquish all of the CaadtrArea other than
those parts that have been declared as Develophneas.

If at the end of the final Contract Year of therdhiperiod the
Authorised Person, having undertaken all reasonabte necessary
measures in accordance with the Regulation and Régoleum
Contract, has not had sufficient time to Apprais®iacovery, the
obligation of the Authorised Person under Articld2{1) may be
postponed by the Ministry’s decision in writing:

€)) for such area as the Ministry may determine to dasanably
necessary for Appraisal of the Discovery after aigring the
proposal of the Authorised Person

(b) for such period as the Ministry may determine iasmnably
necessary to permit the Authorised Person to Aperdhe
Discovery; or

(c) for such period as the Ministry may determine fdwe t
Authorised Person to decide whether to declaremr@ercial
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Discovery as a consequence of Appraisal, anddibéts declare
Commercial Discovery, for the Ministry to declare a
Development Area in respect of it.

(3) Article 4.11 (2) applies correspondingly.

413 Retention Area

(1) If the Appraisal of a Discovery of non-associatexs glemonstrates
that the Discovery is not at that stage, eithenalor in combination
with other Discoveries, commercially viable, bugttht is likely to
become so within a reasonable period which mayeroeed two (2)
Calendar Years from the end of the Explorationdegrthe Ministry
may, at the request of the Authorised Person, dect “Gas
Retention Area” provided it complies with the regments of this
Article.

(2) If the Appraisal of a Discovery in any other forhah non-associated
gas demonstrates that the Discovery is not atstiage, either alone or
in combination with other Discoveries, commerciallgble, but that
it is likely to become so within a reasonable pgrwhich may not
exceed one (1) year from the end of the Exploratamiod, the
Ministry may, at the request of the Authorised Bersdeclare a
“Petroleum Retention Area” provided it complies Hwitthe
requirements of this Article.

(3) On request of the Authorised Person and upon demadios that an
extension period is likely to result in declaratioha Commercial
Discovery, the Ministry may extend the period of tBas Retention
Area or the Petroleum Retention Area as consideeedssary, and on
such conditions, as considered appropriate by timesivly.

4) A Gas Retention Area or a Petroleum Retention Atedl consist of
a single contiguous area that encompasses the @iscancluding
surrounding area sufficient to cover the probalnlé possible extent
of such areas. The Ministry may exclude deeper &ions in which
no Discovery has been made.

(5) A Gas Retention Area shall be deemed to have belmyuished
upon expiry of the period set out in article 4.93(1

(6) A Petroleum Retention Area shall be deemed to hheen
relinquished upon the expiry of the period setiowrticle 4.13(2).

(7) A Gas Retention Area or a Petroleum Retention Afedl be deemed
to have been relinquished where the AuthoriseddPersases to meet
its obligations under this Article;
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4.14

(8) Gas retention area or Petroleum retention area shall be deemed cease to
exist upon declaration of a commercial discovery by the authorised persons
and the Ministry has declared a development area. Retained Areas that are
not part of @ development area shall be deemed relinquished.

(9) All obligations that rest upon the Authorised Perso relation to
relinquishment applies correspondingly upon exmfythe periods
relating to a Gas Retention Area or a PetroleuneiRigin Area.

Relinquishment Report

(1) The Authorised Person shall prepare and submitliagqueshment
report to the Ministry together with the notificati prescribed in
Article 4.10 (2).

(2) The relinquishment report shall at least include:

(@)

(b)

()
(d)

(e)
(f)

(¢))

(h)

(i)

an account for the basis for the decision to relisiy the
relevant area;

a map of the area proposed for relinquishment &edatea
proposed to be retained, including corner cooreémaind clear
identification of the area(s) and/or depths or fations in the
area;

a description of the regional geology of the area;

a description of the Exploration history and wogkreed out in
the area, including an overview of the data cowersgch as
wells, seismic and other data;

a list of all data that has been submitted to Mipjs

a list of play types, leads and prospects in tlea aelinquished,
including description of potential Reservoir(s)uste(s), trap
and seal in an agreed format with the Ministry

prospect(s) and/or lead(s) in the area must berdected by
seismic line with tiein to adjacent wells if applicable;

the potential resources and reserves in the raShqd area
shall be reported in accordance with Society ofrdbaim
Engineers (SPE) classification and methods forsassg the
potential of the acreage shall be described; and

all data on the area proposed to be relinquishat hhs not
been previously submitted to the Ministry.

(3) The Ministry may request the Authorised Personutanst additional
information and data on the relinquished area(s).
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4.15 Reduction of Contract Area and Continuing Obligations in respect of
Relinquished Area

(1)

(@)

The Petroleum Contract shall only apply for thosatg of the
Contract Area that are retained.

Relinquishment of all or a part of the Contract @&ris without
prejudice to any unfulfilled obligations under Aalble Law.

5 DRILLING, WORKOVER, WELL MANAGEMENT AND OPERATIONAL

REPORTING
5.1 Drilling Programme and Workover Programme
(1) An Authorised Person shall prepare and submit gqwal for a

@)

3)

(4)

Drilling Programme and a Workover Programme attlease (1)
Calendar Month prior to the planned commencement tfee
Ministry’s approval.

An Authorised Person shall apply for a name foew nvell from the
Ministry prior to submitting a Drilling Programm&he Ministry shall
assign a distinguishing name and number to a Well.

The Drilling Programme and the Workover Programimalsanclude
information such as formal identification of Devefoent Area,
where known the Field identification, the name &g tdrilling
contractor and Drilling Installation used and thalldg Rig name
and identification number.

The Drilling Program or Workover Program shalleddt contain:

(@) all relevant Well data, including:

0] Well number identification;

(i) Well history and Well completion configuration;
(i) Well-bore (or sub-Welbore) number;

(iv) water depth at thBrill Site;

(v) the position of the Well, expressed in latitude &omyitude
using WGS 84;

(vi) surface and subsurface location of other Wellheicinity
of the proposed Drilling Operations or Workover;
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(vii)  details of Well spacing and justification;
(viii)  top and babm hole depths; and
(ix) estimated Spud or re-entry date.

(b) separate prospect summary sheet and map for emyet tand
any studies or analysis considered in analysingideakifying
prospects and targets;

(© a seismic depth map and representative cross-sessenion;

(d) a Well status schematic divided into the followpeyts, which
shall include schematics of the plans appropriateach part
including but not necessarily limited to the casischeme,
tubing/completion equipment, safety valves, prodose
perforations and the Well as completed, and whicthe case
of a Workover shall reflect both before and aftemditions:

0] part one, which shall provide general informatiarréspect
of the Well, including the Well name and Well classification;

(i) part two, which shall provide information in respeuf
surface conditions in the vicinity of the Well thaty affect
the safety and efficiency of Drilling Operations tne
Workover, including meteorological, oceanographieald
other natural conditions and the topography and
composition of the surface (including the seafjpor

(i) part three, which shall provide comprehensive miation in
respect of subsurface conditions that may affextstfety or
efficiency of Drilling Operations or the Workover; and

(iv) part four, which shall provide comprehensive infation to
demonstrate that the Drilling Programme or Workover
Programme is suitable for the conditions expectedoé
encountered.

(v) A description of the diverter system and its opetat
procedures.

(e) A description of the Blowout Prevention Equipment|uding:
0] pressure ratings and proposed test pressanes

(i) a schematic drawing of the Blowout Prevention Emept
that shows the inside diameter of the BOP Stackb®r and
type of preventers, all control systems and paatsation of
choke and kill lines, and associated valves.

() A written confirmation that:
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0] the blind-shear rams installed in the BOP Stackcagpable
of shearing any drill pipe in the hole under thexmam
anticipated surface pressure with supporting docuatien
that includes test results and calculations of shga
capacity of all pipe to be used in the Well inchgli
correction for the maximum anticipated surface pressure; and

(i) in respect of a subsea BOP Stack, the BOP Statsigned
for the specific equipment on the Drilling Unit afat the
specific well design, the BOP Stack has not been
compromised or damaged from previous service, &ed t
BOP Stack will operate in the conditions in whichwill be
used.

(9) an assessment of:

0] the feasibility of drilling a Relief Well in the ent of an
uncontrolled Blowout, which shall address amongenpth
things the availability of a suitable Drilling Unio drill the
Relief Well, the expected time that would be reedirto
bring the Drilling Unit on site, the expected teidah and
operational issues associated with drilling theidRelvell
and the epected time required to drill the Relief Well; and

(i) where applicable, any measures that an AuthorisssdoR
proposes to employ to mitigate the risk of an uticdied
Blowout either in conjunction with, or as an ali&tive to, a
Relief Well.

(h) estimated or planned Drilling Operations or Workove
operations, including:

0] planned use of drilling fluids and its justificatio
(i) estimated fracture gradient;

(i) planned casing string(s) and installation schemdiagram
and confirmation that casing and liner string aapable of
withstanding all anticipated collapse, burts presstensile
loading, temperature and environments likely to be

encountered.
0] details on the use of tubing and tubing/casing packers;
()] details on the installation and use of Artificial Lift;
(k) planned directional drilling, with details on:
0] planned true vertical depth;

(i) planned measured depth;
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(iii)
(iv)
()
(i)

(i)
(i)
(iv)
(v)
(vi)
(vii)

(viii)
(i)

(x)
(xi)
(xii)

(m)

(n)
(0)

(P)

(a)

planned azimuth; and
planned inclination.
formation and Well testing program:

the formation evaluation objectives and the meaonpgsed
to achieve these;

details of Sampling, coring, logging and testing program;
details of proposed Well testing operatipns
estimated flowing and shut-in tubing pressures
estimated flow rates and cumulative volugnes

time duration of flow, buildup and draw down pesspd

description and rating of surface and subsurfacgt te
equipment

schematic drawing showing the layout of test eq&iptn

description of safety equipment, including gas detes and
fire-fighting equipment

proposed methods to handle or transport producedsf
description of test procedures; and

the detailed procedures to be followed for a negati
pressure test of the Well and the criteria to bpliag to
determine whether the test has been successful.

details on Well completion, completion proceduresd a
standards to be followed;

details of any planned Well stimulation program;

details of the experience and technical competesfcehe
Authorised Person that may be relevant to the mep®rilling
Operations or the Workover, including evidence iofmcial
capacity to undertake the proposed Drilling Operstior the
Workover;

Detailed geological plan for wireline logs, coriagd sampling
of cuttings;

details of the Environmental submission required the
Environmental Regulations;
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(9] all other information that may be relevant to theillidg
Operations or Workover; and

(s) any other information required by the Ministry.

(5) An Authorised Person shall promptly notify the Mimy if relevant
circumstances change prior to commencement ofuongi, Drilling
Operations. The Ministry may require the Authorigagtson to make
modifications to the Drilling Program and WorkoWwnogramme.

Approval of Drilling Programme and Workover Program me

(1) The Ministry may stipulate conditions or requirenseto its Approval
of the Drilling Programme and of the Workover Pargme pursuant
to this Article 5.2(2) or Article 21.1(2) to refle€&ood Oil Field
Practice or to meet the requirements of Applicélale.

(2) The Ministry shall notify the Authorised Person $ decision
whether to grant an approval of the Drilling Pragrand/or the
Workover Program within reasonable time after tppliaation has
been received by the Ministry.

(3) An Authorised Person shall, prior to any Drillingp€ations or
Workover:

€)) furnish the Ministry with evidence of financial pensibility in
a form and in an amount satisfactory to the Migistr the
purpose of ensuring that the Authorised Person &stew or
abandons the Well and leaves the site in a saisfiac
condition; and

(b) furnish the Ministry with evidence, in a form sé&tistory to the
Ministry, that the Authorised Person is able to meay
financial liability that may be incurred as a résofl Drilling
Operations or Workover operations.

(4) An Authorised Person shall clearly mark a Well with assigned
name and number.

(5) The Ministry may suspend or revoke an approval & Drilling
Programme and/or the Workover Programme when:

€)) an Authorised Person has not conducted Drillingr@ens or
a Workover in accordance with the Drilling Prograenrar
Workover Programmend

(b) conditions encountered during the Drilling Openasioor
Workover are different from those planned for cedicted by
the Authorised Person at the time and the Ministrgsiders
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5.3

5.4

that the Drilling Programme or Workover Programrsenp
longer consistent with the requirements of the Ragn.

(c) the relevant Petroleum Contract is terminated.

Ministry Observers

(1)

(@)

3)

The Ministry may designate observers to be preaetite Drill Site
during any Drilling Operations or Workover, andhetAuthorised
Person shall provide for the sustenance and accaolaiioa for such
observers while they are at the Drill Siteconditions equivalent to

those provided to the Authorised Person’s own personnel of similar rank and

seniority.

An Authorised Person shall allow the Ministry oh&ss to observe
all Drilling Operations and Workover operations asttall provide
reasonable access to all aspects of Drilling Oerator Workover
operations.

Notwithstanding the presence of the Ministry obsesy the
Authorised Person shall be responsible for compéanwith
Applicable Law.

Suspension of Drilling Operations or Workover

1)

(@)

An Authorised Person shall ensure that an operatidahe Drill Site
ceases as soon as possible where the continudtibat@peration:

@) causes or may cause pollution; or

(b) endangers or may endanger the safety of persopsoperty,
the security of the Well or the safety of the Dmidj Installation.

An Authorised Person shall ensure that Drilling @pens or
Workovers at a Drill Site are suspended where dnye following
conditions exist:

€)) an inability to maintain Well control;

(b) a failure of, or serious defect in, any major comgrd of the
Blowout preventer system, casing or drilling fluid system;

(c) an inability to maintain the properties, volume airculation
rate of the drilling fluid as required by the Reafidn

(d) an inability to maintain on site the quantities dfilling
consumables;

(e) a fire;
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5.5

3)

(4)

()

) a loss of a significant portion of primary power;

(9) an inability to safely handle the drill pipe, cagior heavy

equipment necessary for the operation in progress;

(h) a diving operation is being conducted near any subed

Blowout preventer or Wellhead,

0] an inability to satisfactorily maintain the positiof the Drilling
Unit over the Well;
an excessive motion of the Drilling Unit caused by

meteorological, oceanographical and other natuwatitions;
or

(k) where a Drilling Unit is anchored, the tension ary anchor

exceeds the values established when the anchmsetas

The operations shall not be resumed until the ¢mmdthat caused
the ceasing or suspension has been rectified aede® exist, such
that operations can be resumed safely or withak af causing
pollution.

Where a fatal accident occurs at a Drill Site, fehorised Person
shall suspend every operation associated with dtaditiy as soon as
possible and shall not resume any operation witlloeitapproval of
the Ministry.

Verification by independent Third Party Consultant Prior to
Undertaking Drilling Operations or a Workover

1)

(2)

3)

As a condition to undertaking any Drilling Operaisoor a Workover,
the Ministry may require that an Authorised Persobmit to the
Ministry a verification report prepared by an indadent Third Party
Consultant prior to the commencement of drilling work over
operations.

The verification report shall be based on a revewthe relevant
documents, including the Drilling Program or Workowrogram, as
the case may be, and a detailed physical inspectidhe Drilling

Installation and equipment and systems, and thienpeance of such
tests as may be appropriate. Unless otherwise cgvath the

Ministry, the independent Third Party Consultanalklverify, that

taken as a whole the equipment, systems and opeaifpractices for
Well control comply with the requirements of Applide Law and
Good Oil Field Practice.

In the event an Authorised Person elects to fitas aequired to file,
an amendment to a Drilling Programme or WorkovergPamme, or
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(4)

()

in such other circumstances as contemplated byR#wglations, the
Ministry may require the Authorised Person to subanverification
report prepared by an independent Third Party Qtardu In the
event a verification report is required and pendingmission of such
report, the Authorised Person shall ensure thatl Wehtrol is
maintained at all times and that practices followeslin keeping with
existing approved plans, programs and practices..

The Ministry may request information to establibattthe proposed
independent Third Party Consultant has the necesgalifications

and experience to perform the assessment and wdproerification

report and such information shall be provided bg thuthorised

Person promptly.

In the event the Ministry objects to a proposedep&hdent Third
Party Consultant, the Authorised Person shall ephesent additional
information satisfactory to the Ministry or proposanother
independent Third Party Consultant, in which euwdetrequirements
of this Article 5.5 shall apply.

5.6 Inspection and Testing of Equipment used in Drillig Operations and
Workover

An Authorised Person shall ensure that equipmead irs a Drilling Program
or Workover Program are:

@) Inspected, tested and certified by an independand party

prior to commencement of Drilling Operation and Waver.

(b) maintained in good working condition and fit forrpase prior

to and at all times during the execution of the llDg
Programme or Workover Programmaed

(© subject to inspections required by the Regulatioth iaspected

at least annually and that a report is prepare@spect of the
inspection.

5.7 Well Control and Blowout Prevention

1)

(2)

An Authorised Person shall ensure that equipmeratenals and
operational practices used for Well control, inahgdthose used in
Drilling Operations and Workovers and any assodi&guipment or
systems satisfy the requirements of Applicable lzad the relevant
international standards.

An Authorised Person shall not remove installedwilot Prevention
Equipment until all necessary steps are taken surenthe Well is
safe.

45144



3)

(4)

(5)

(6)

(7)

An Authorised Person shall immediately notify theinMtry
whenever:

@ Blowout Prevention Equipment is removed for any reason; or

(b) Blowout Prevention Equipment is re-installed.

A notification to the Ministry of removal of BlowduPrevention
Equipment shall include the reason for the rema¥ahe equipment
and information on the steps taken to make the ¥é&éd.

A notification to the Ministry of reinstallation @lowout Prevention
Equipment shall include information on the BlowoRBtevention
Equipment being reinstalled and the proceduresvwatd and to be
followed in respect thereof.

In the event of the removal, reinstallation or nficdiion of any

Blowout Prevention Equipment or systems, the Migishay require
an Authorised Person to submit an updated Cettgfiohindependent
Third Party Consultant that confirms the determoratof the

independent Third Party Consultant.

A secondary control system and a secondary sourcgperating
power capable of activating the Blowout preventerscase the
primary control system or primary power sourcesfailat allows for
activation by an Remotely Operated Underwater MehiROV) or
other subsea vehicle or mechanism effective in sapbkrating
environment.

5.8 Production or Drill Stem Test

1)

@)

A Production or Drill Stem Test on a Well, not kgia producing
Well, shall not be conducted without prior approwbthe Ministry.

An application for approval pursuant to Article 38 shall include
the particulars of:

€)) the equipment to be used

(b) the testing programme

(c) the intervals in the well to be tested

(d) the expected duration of the test, and

(e) the method of disposal of the produced fluids
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5.9 Abandonment

(1) A Well shall not be abandoned or suspended withaat approval of
the Ministry. An application for abandonment orserssion of a well
shall be submitted to the Ministry at reasonabieetiprior to the
commencement of abandonment or suspension operation

(2) In the event of emergency or adverse weather donditequiring, in
the opinion of the person in command of the platfar Ministry,
cessation of Drilling Operation or Workover sha#l barried out by
the Authorised Person safely in accordance with d5@ol Field
Practice.

(3) The application should include detail of safe almemdent or
suspension plan which include but not limitedh® following;

(a) casing removal plan;
(b) location of abandonment plug;
(c) length and quality of cement plug;

(d) fluids to be used in completed abandonment or swgzewell.

4) An Authorised Person shall ensure that:

(a) where a Well or a portion of a Well is Abandonedg¢ls abandonment
takes place in a manner that prevents any formdtiod from flowing
into another interval within that Well-bore or egray from the Well-bore.

(b) Where the Ministry is informed that a Well or a tpam of a Well has not
been completed, suspended or abandon in accordaititeApplicable
Law, the Ministry may order the Authorised Persomectify the situation
within a period stipulated by the Ministry.

5.10 Removal of Drilling Rig

A Drilling Rig shall not be removed from a Well liied unless the Well has been
Completed, suspended or abandoned in accordante Applicable Law and
relevant standards.

5.11 Removal of Material and Equipment

An Authorised Person shall ensure that upon catmopler abandonment of any
Well the surface area, including the seafloor, isaed of any material or
equipment, unless the Ministry otherwise approves.
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5.12

Daily Drilling Report

1)

(@)

3)

(@)
(b)
(c)
(d)
(€)
(f)
(9)

(h)

()
0)

An Authorised Person who undertakes any Drillingefions or
Workovers shall provide the Ministry with a dailyilting report
before mid day on the day following the end of tiwenty-four (24)-
hour period to which it relates.

The daily drilling report and any referenced docuateeshall be
retained by the Authorised Persons for the dunatibthe Drilling
Operations or Workover, and, for a period of ncslésan ten (10)
years .

An Authorised Person’s daily drilling report shathntain minimum
of the following information:

name of the Wells;
the drill depth;
summary of the work carried out;
lithology of formation penetrated;
any indication of petroleum;
result of surveys made in the wellbore; and
estimated daily and cumulative well cost.
Blowout prevention information, including:
) Blowout Prevention Equipment pressure tested limaitsl
durations;
(i) the sequential order of Blowout Prevention Equipimen
testing;
(iir) the control station or pod used during the test;

(iv) a description of any problems or irregularities exosd
during the testing and the actions taken to remtuy
problems or irregularities; and

(v) such other records related to Blowout preventiontles
Ministry may request.

daily mud usage and type;
health and safety information:

(i) Condition of Safety Critical Equipment
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(ii) safety drills

(ii)safety meeting

(iv)waste manifest

(v) safety inspection and audits

(k) Information on ambient conditions such as wave anell
direction, height and period, and information abthg Drilling
Unit such as pitch, roll, heave and anchor lineitam

() summary of any work performed on a Well by a woekde,
support vessel or other similar equipment; and.

(m) any other information required by the Ministry.

5.13 Well Completion Report

(1) An Authorised Person shall give to the Ministry it one hundred
eighty (180) days of removal of the rig from the Wsaibmit a Well
completion report which shall include:

(@) all relevant Well data;

(b) operating time;

(© breakdown of non productive times;

(d) non scheduled events;

(e) a plan of the Well completion operations;

() where applicable, the name of the drilling contractor;

(9) Spud and rig release date;
(h) depth drilled;

0] full well-bore survey and plot (total vertical dapand plan
view);
()] lithologies and formation information;

(k) a conposite log;

()] core and sidewall sample descriptions;
(m)  petrographic descriptions;

(n) paleontological information;

(0) log interpretations;
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(p) details of holes, casings and cementing;

Q) results of interference and pressure testing;

n information on Well completion or abandonment;
(s) a velocity survey; and

(® flow test results.

5.14 Reference Depths
(1) An Authorised Person shall measure any depth inedl Wiring the
drilling or on the termination of the Well from angle reference
point.
(2) The reference point referred to in this Article Isba the rotary table
of the Drilling Rig.
(3) The Authorised Person shall measure and record diatedy prior to
Spud:
(®) the distance from the rotary table to the ground surface; and
(b) the water depth at mean sea level.
6 DEVELOPMENT AND PRODUCTION
6.1 Prudent Production

(1)

(2)

Production of Petroleum shall take place:

@) in such a manner that as much as possible ofetrelBum in
place in each individual Petroleum deposit, or ewvesal
deposits in combination, will hgroduced;

(b) in accordance with Good Oil Field Practice and sbun
economic principles; and

(c) in such a manner that waste of Petroleum or regegwergy is
avoided.

An Authorised Person shall carry out continuous leatéon of
production strategy and technical solutions, stelde the necessary
measures in order to achieve this, and shall inftverMinistry of any
relevant changes, in accordance with Good Oil Arelittice.
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(3) Flaring or venting of Petroleum shall be subjectapproval by the
Environmental Authority, except in an emergency.aaplication for
flaring or venting shall be in accordance with tBavironmental
Regulations. Prior to flaring or venting of Petwole an Authorised
Person shall consider all reasonable commercialoperational
alternatives to the flaring or venting of Petroleuncluding use as
fuel, use as a means for improving Petroleum regomeinjection for
disposal or storage.

6.2 Development Plan

(1) An Authorised Person shall prepare and submit fmraval of the
Ministry a proposal for a Development Plan and g@puatenant
budget, within twelve (12) months after the dedlara of a
Development Area pursuant to Article 4.9. The psgbofor a
Development Plan shall describe the strategy amtteq of the
proposed Production Operations.

(2) The proposal for a Development Plan shall at leastain:
@ a summary of the proposed Development Plan;

(b) the information prepared and submitted in the medeading
up to the declaration of the Development Area including;

0] a map of the Development Area with the boundaryhef
area fully defined in terms of latitude, longituded (where
applicable) coastline;

(i) the Exploration and Appraisal history of the Deysl@nt
Area; and

(i) the geological model of the Development Area, idiig
depth and isopach maps for each Reservoir Compattme
showing the subsurface position of Development $\Vatid
diagrams to illustrate the geological model;

(© information on planned or possible coordination hwit
Petroleum Operations in other areas;

(d) information on Management Systems, including infation on
the planning, organizing and implementation of Freduction
Operations;

(e) a description of the organisation and expertiseclwhihe
Authorised Person will have available in Timor-leesand
elsewhere for activities in connection with the pused
Production Operations;

() information on the proposed Production Operatiockiding :
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(i)

(i)
(iii)

(iv)

(v)

(vi)

(@)
(h)
0
()

(k)

0

(m)

(i)

(ii)

(iii)

the proposed schedule for carrying out such Pramluct
Operation;

the types of Petroleum to be produced;

the Petroleum reserves attributable to the DevetopirArea
determined in accordance with Article 4.9

any proposed Commingled Production including infation
on how the Authorised Person intends to assignuymtazh
from each Reservoir interval;

any planned geological, petrophysical and Resestoidies
and analyses; and

information on fiscal metering demonstrating corapde
with Chapter 13 including the proposed locatiomefters to
be used for the metering of Petroleum produceccief,
vented, consumed, or flared;

a geological structure anghalysis and interpretation;
details of formation parameters;
details of Reservoir fluid paraners;

details of any pre-feasibility, feasibility or engering
assessments in respect of the Production Operaiimiading
assessments prepared in respect of Production Facilities;

the Production Operations drilling plan and infotima on
placement of Wells together with a descriptionhed bperation
and maintenance programs for the Wells to be usethe
proposed Production Operations;

the planned location of Production Facilities, thge with a
description of the operation and maintenance progréor the
Production Facilities;

the proposed Work Programme and Budget for thalrhree
(3) years of Production Operations, including a description of;,

Production Operations planned to take place irfiteeyear
covered by the work programme in detail and pragdi
monthly production forecasts of the Figld

Production Operations planned to take place irfahewing
two (2) Calendar Years on an indicative basis awdiging
guarterly and annual production forecasts ofRiedd; and

in respect of the first Calendar Year covered by work
programme, a detailed budget which includes ames# of
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(n)

(i)

(ii)

(0)

(p)
(a)

()

()

(t)

(u)

(v)
(w)

costs for each category of Production Operatioasn@d to
take place, and, where applicable, identifying aagts that
are eligible or ineligible for cost recovery undéne
Petroleum Contract.

the Reservoir management plan for the Developmeat Ar
part thereof, including;

the monitoring, surveillance and data management

programme that will be established to monitor Resier

performance and to determine operational changesedketo

optimize the Production Operations and/or improve t
economics of the Production Operations; and

the techniques and system to be used for datasatiguiand
analysis, the frequency of data acquisition plad ather
relevant matters.

Description of gas disposal methods to ensure ¢theegement
of zero flaring

details of the Petroleum to be injected;

information on utilisation of Facilities for proesg,
transportation and storage to be approved purst@rthis
Regulation;

the application for consent to construct or instllFixed
Platform referred to in Article 7.2 including infoation on
placement, the reason for the selection of thaation, the
expected date of commissioning and copies of tepand
recommendations made by persons responsible fertasgng
the criteria determining the design;

an estimate of the economic life of the Developmanta
covered by the Development Plan, together with riegor
assumptions used in making such estimate;

information on economic aspects of the proposedilrition
Operations, including relevant data and analysisexpected
capital and operating expenditures and commerei#&bia plans
and options, in a form acceptable to the Mintstry

details on any financing obtained or proposed tolitained in
respect of the Production Operations;

information on lifting, marketig and sale of Petroleum; and

information on how Facilities may be disposed ofomp
cessation of use of a Facility or cessation of dbetim
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(x)

v)

)

Operations and how Decommissioning shall be secaretl
funded

information on Healt and Safety Plan, where resliby
Article 16.5;

informationon Safety Case, where required by Agetit6.6
and

copies of any Environmental Impact Assessment,
Environmental Impact Statement, Environmental Managnt
Plan and Environmental Decommissioning Plan, where
required by the Environmental Regulations.

(3) An Authorised Person shall together with the psgabDevelopment
Plan submit the following information:

(@)
(b)

(©)

(d)

(€)

(f)

(9)

(h)

(i)

()

(k)

the name and address of the Authorised Person;

the name of the representative of the AuthorisedsdPe in
relation to the Ministry and other Government auties;

details of any temporary or permanent Facility whroay be
constructed or wused in connection with the proposed
Development Plan, and which is not included in the
Development Plan;

information on expected entries into the TLEA ofrquanel,
vessels or aircraft to be used in Development andltion in
accordance with Article 20.4;

details of security measures to be undertaken;

a description on how the Authorised Person plantulfd the
obligations set out in the Local Content Proposal & comply
with the local content requirements establisheth@éRegulation
and Applicable Law throughout the Development and
Production Period;

a copy of the last annual local content plan suleahitin
accordance with Article 18.2;

information on and, if applicable copies of, afldhses, permits,
approvals or consents that have been applied foshatl be
applied for pursuant to the Regulation and Appliediaw;

Decommissioning Plan;

all other information that may be relevant to thevBlopment
Plan; and

any other information required by the Ministry.
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6.3

6.4

(4)

()

(6)

(7)

(8)

Where the Authorised Person proposes to use kegilibcated
outside the Territory of Timor-Leste, the Authods®erson shall
provide detailed information thereof in the Devetemt Plan.

If the Production Operations are planned in twonare phases, the
Development Plan shall to the extent possible ceapthe total

Production Operations. The Ministry may limit approval of the

Development Plan to individual Reservoirs or phases

Where cost information is provided in the Developm®lan the

Authorised Person shall describe and categorizis aoshe same way
as provided for in the Petroleum Contract underctvhit operates,

cross-reference to such agreement and the accgymtotedures or
other relevant provisions to facilitate review amtlerstanding of the
submission, and where possible provide for inforomapurposes the
authorization for expenditure in relation to eactity.

Unless otherwise permitted by the Ministry, the arised Person
shall not enter into any contracts relating to tpeoposed
Development Plan or commence construction worksil uthie

proposed Development Plan has been approved byittistry.

The Authorised Person shall promptly notify the Idiry if
conditions encountered during the Production Opmratare different
from those anticipated at the time of the prepamatiof the
Development Plan. The Ministry may require the Awibed Person
to make modifications in the Development Plan.

Approval of the Development Plan

1)

(2)

3)

The Ministry shall evaluate the proposed DevelopmBlan for
approval.

The Ministry may stipulate conditions to its appabto reflect Good
Oil Field Practice or to meet the requirements pplkcable Law.

The Ministry will provide the Authorised Person lwits decision in
writing within reasonable time of receipt of allgered data and
information. Where a Development Plan is not apedpthe Ministry

shall state the grounds for its decision. The Ad#igal Person may
modify and re-submit the Development Plan withintimeframe

stipulated by the Ministry.

Annual Work Programme and Budget

1)

The Authorised Person shall submit the annual WRydgramme and
Budget within ninety (90) days from approval of tBevelopment
Plan and thereafter no later than 1st Novemberach esubsequent
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(2)

3)

(@)

(b)

(©)

(d)

(€)

()
(9)

(h)

Calendar Year. The update shall include a forefoasihe next three
(3) Calendar Years of Production Operations andescrption of
work activities for:

details of the Production Operations which includeservoir
surveillance and monitoring activities and any |libg
Operations and Workover planned to take placehmn first
Calendar Year covered by such Work Programme aoviging
monthly production forecasts by Reservoir and Field

details of the Production Operations which includeservoir
surveillance and monitoring activities and any b
Operations and Workover planned to take place enfaiowing
two Calendar Years on an indicative basis and drogi
quarterly and annual production forecasts by Reserand
Field;

in respect of the first Calendar Year covered bghsWork
Programme, a detailed budget which includes amasti of
costs for Production Operations planned to takeepland,
where applicable, identifying any costs that armilde or
ineligible for cost recovery under the Petroleunntzact;

a description of any material differences from tii¢ork
Programme submitted as part of the approved Dexedop
Plan, or previously in accordance with this Artiélel, with an
explanation for any such differences;

a copy of each authority for expenditure prepared the
Authorised Person and approved by each Contragtoch shall
provide a full breakdown of capital and operatingenditures
relative to the Work Programme;

An update of the information on expected entriés the TLEA,

all other information that may be relevant to féwe tWork
Programme and Budget and;

any other information required by the Ministry.

The annual Work Programme and Budget shall inclattgmation

on, and if applicable copies of, all licenses, p&mapprovals or
consents that have been applied for or that shallapplied for
pursuant to Applicable Law.

The Authorised Person shall promptly notify the Idiry if

conditions encountered during the Petroleum Opmratare different

from those anticipated at the time of the prepanaf the Work

Programme and Budget. The Ministry may require Authorised
Person to make modifications in the work prograname budget.
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6.5

6.6

(4) A Work Programme and Budget for a Calendar Yearll sha
substantially in accordance with the DevelopmenanPfor the
Development Area.

Testing and other measures to obtain information

(1) Before a Well is put into production, the Authods@erson shall
carry out Production Tests on the Well and shall:

@) obtain data on the deliverability or productivity of the Well;
(b) determinehe characteristics of the Reservoir; and

(© obtain representative samples of the fluids presanthe
Reservair.

(2) Within the first ninety (90) days of production @& Well, the
Authorised Person shall carry out subsurface pregssts.

(3) For each producing Well, the Authorised Person |sbalry out
annual Production Tests, and shall:

(@) record all oil, gas and water volumes resultingrfrihe test;
(b) obtain data on the deliverability or productivitiytbe Well;
(c) determine the characteristics of the Reservoir; and

(d) obtain representative samples of the fluids preisetite Well.

4) The Authorised Person shall carry out annual pressurveys of the
Development Area.

(5) The Ministry may require that special measuresl sletaken by the
Authorised Person to obtain information, includingnducting or
running tests, analyses, surveys or logs, if theidtly considers that
this is necessary to implement the objectives oplispble Law or
Good Oil Field Practice.

Sampling

The Authorised Person shall retain for possiblp@ction by the Ministry all
analyses relating to samples of Reservoir fluigtaky the Authorised Person
in connection with Petroleum Operations.
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6.7.Production Monitoring

The Authorised Person shall continually monitor thevelopment Area during
Production Operations in order to ensure the bessiple recovery of Petroleum.
Such monitoring shall include:

(@) pressure, temperature and flow conditions;

(b) produced or injected volumes per Well, compartmant
Reservoir; and

(c) the composition of components of Petroleum.

6.8.Daily Production Reports
The Authorised Person shall on a daily basis sufmptiie Ministry information on
the most important production parameters for th&#oReim production in the
previous twenty four (24) hours, by the methods ianthe format decided by the
Ministry. Such daily production reports shall indubut not limited to:

€)) the total produced quantity per Well or Well path and Reservoir;

(b) allocated, value adjusted, marketable Petroleundymed per
Well and per Contract Area, including :

) the quantity and quality characteristics of Petiole
produced;

(i) the quantity of Petroleum injected; and

(i) the quantity of Petroleum flared or vented with
specification on whether such flaring or ventingwigh or
without prior permission

(c) in respect of the Contract Area as a whole, thentifies of
Petroleum transferred at the Field Expasin®,

(d) sales of Petroleum differentiated in Crude Oil aother
Petroleum including information on buyers, ownend aargo
and

(e) Summary of important events and activities whichlddave
impacts on production and Facilities.

6.9.Monthly Production Reports

The Authorised Person shall give to the Ministrythwn fifteen (15) days after the
end of each Calendar Month following the start afdRiction Operations, in the
format decided by the Ministry, a production repshtich sets out information on
Production Operations for that Calendar Month,udetg but not limited to:
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(@)

(b)

©)

(d)

(€)

(f)
(9)

(ii)

(i)

(iv)

(v)

(h)

(i)

(ii)

(i)

an aggregate of the information provided in the lydai
production reports;

summary of maintenance activities and forward pfan
following months

the quantities of Petroleum and pressure dischaiggztted,
flared or vented;

the size of Petroleum stocks held at the beginrohghe
Calendar Monthn question;

the size of Petroleum stocks held at the end ofGhkendar
Month in question;

production forecasts for the coming Calendamh¥;
for each Well,;

the number of days or part-days on which the Wels wn
line during the Calendar d#th;

the number of days or part-days on which productmm
injection,occurred for each Well;

the quantity of Petroleum produced during the Gidden
Month, including daj rates;

the calculated gas or injection rates, including daily rates;
and

for each Well producing by Artificial Lift, informtaon on the
pumps used and depths set and operational perfeganan

for each Reservoir;

information on the quality characteristics of Pltoon
produced where available, including the API grawstiyiphur
content and Total Acid Number (TAN); and

the quantity of Produced Water during the Caleridanth
including daily rates and the water quality of sitroduced
Water.

for each;field

(i) the quantities of Petroleum used in operations figel of

otherwise; and

(if) details of any injection, flaring or venting of Rdgeum and any

petroleumlost for any reason;
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6.10.
1)

(2)

6.11.
)

(iii) the details of any imbalance between numbeorted between

()

(k)

the report being submitted and any previous reord, between
totals presented and the sum of individual part&imgaup that
total, whether resulting from error, allocation iedologies, or
otherwise;

the results of the tests performed in accordandk Aaticles
6.5.and

any other information required by the Ministry

Quarterly Reservoir Performance Assessment

The Authorised Person shall within thirty (30) dafter the end of
each Calendar Quarter give to the Ministry a wmitteport which

shall provide:

€)) a brief description of Production Operations in fireceding
Calendar Quarter;

(b) a brief analysis of Reservoir performance highligitany
technical or operational issues that were not guaied by the
Authorised Person and that have had, or may hasigndicant
impact on Production Operations;

(© a brief review of Production Tests and other testsducted
during the preceding Calendar Quarter;

(d) a description of new studies or assessments tkapraposed
by the Authorised Persan evaluate the Reservoir(s);

(e) all other information that may be relevant to fioe Reservoir
performance assessment; and

() any other information required by the Ministry.

In the event the Authorised Person considers thaamaendment to
the Development Plan may be necessary as a rdsaftyachange in
Reservoir performance, the Authorised Person giralinptly notify
the Ministry.

Annual Production Report

The Authorised Person shall, within sixty (60) dayter the end of
the relevant Calendar Year, submit to the Minidryvritten report
which shall contain information on the general Ricitbn Operations
in the Development Area, including but not limited
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(@)

(i)

(ii)

(iii)
(iv)

(b)

()

(d)

(e)

()
(¢))

(h)

(i)

@)

(k)

()

a summary of Production Operations undertaken ia th
Development Area , including but not limited to:

any significant revised views on geology and gesptsy
including seismic and geological interpretations or
modelling, structure and stratigraphy;

petrophysical interpretation;
Reservoir luid parameters; and

Reservoir performance, Reservoir model, productaom
injection profiles.

cumulative Petroleum and water production by \WRéservoir
and the Development Area, including daily rates &kl
gravity and sulphur content and Total Acid NumbB&l) for
any such Petroleum production;

cumulative Petroleum and water injection by WelgsBrvoir
and the Development Area;

watercut, gas to oil ratio and condensate to gis far each
Petroleum Well, Reservoir and the Development Area;

flowing tube head and flowing down hole pressum@sédach
Well, when measured;

fuel Petroleum used, Petroleum flared and water discharged;

the details of any imbalance between numbers regort
between the report being submitted and any priponte and
between totals presented and the sum of individuaats
making up that total, whether resulting from erralipcation
methodologies, or otherwise;

static tube head and static down hole pressuresaicnt Well, if
measured;

completion and perforation intervals and detailscbnges
made to those intervals during the Calendar Year;

any suspensions or downtime for each Well and éasans for
the suspensions or downtime;

the results of the annual Production Tests and ateual
pressure survey tests ;

a status report on new Production Facilities corsiomed,
under design or construction, along with detailssighificant
works on existing Production Facilities undertakkming the
prior Calendar Year;
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(m)

(n)

(0)

(P)

(a)

(r)

()

(t)

(u)
(v)
(w)

(x)

)

an update of the reservoir management plan deslirb&rticle

6.2(2)(n;
Annual Production forecast for following year

List of main maintenance activities conducted dyii@alendar
Year and maintenance plan for subsequent year whathde
major shut down and rate reduction scopes

an update of the information on expected entrigs ithe
TLEA;

a summary report identifying all contracts entaread or active
with Timor-Leste Suppliers or for Timor-Leste Goodisring
the prior Calendar Year and amounts expended ipecgs
thereof and reporting on the status of compliancigh w
requirements for the use and/or procurement of THbeste
Suppliers and Timol-=este Goods under Applicable Law;

a summary report on all people employed or corgchdiy
Authorised Person to work in Petroleum Operations,
identifying the persons that are nationals of Tiwheste and
reporting on the status of compliance with requiata for the
employment or contracting of nationals or permamesidents

of Timor-Leste under Applicable Law;

a summary report on the training and instructioavigted to
persons employed or contracted by Authorised Petisavork
in Petroleum Operations, identifying persons whoened
training or instruction, the status of training anstruction and
reporting on the status of compliance with requieata for
training under Applicable Law;

a copy of the Annual Health and Safety Report
a copy of the Annual Environmental Report
the annual report required by ArticleHand

the capital and operating costs incurred in thevipus
Calendar Year, which costs shall be categorizethénsame
way as provided for in the Petroleum Contract, wetloss-
references to the Petroleum Contract and the atiogun
procedures or other relevant provisions to fadditeview and
understanding of the submission;

all other information that may be relevant to foe tannual
report; and

any other information required by the Ministry.
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6.12. Oil and Gas Reserves

(1) An Authorised Person shall submit a report, prepaog an independent
consultant specialized in reserves assessmentuht] with the estimates of
proved, probable and possible reserves for eackrir@s or portion thereof
with the annual report required by Article 6.11

(2) The report shall contain:

(@) a description of the methods used in determinirg seserves,
which shall be consistent with standards pertainingthe
estimating and auditing of oil and gas reservesriétion
issued by the Society of Petroleum Engineers OilG&s
Reserves Committee, as the same may be amendedirineno
time, or other internationally accepted standaoitsofl and gas
reserves estimation; and

(b) relevant information on the supporting data useslich analysis
including pressure, volume, temperature (PVT)pridgerand
source, pressure data and source.

(c) Other Information as required by the Ministry.

7. FACILITIES
| GENERAL REQUIREMENTS

7.7.General Requirements for design, constructionnstallation and
maintenance of Facilities

(1) Any Facility constructed, installed or used in fherritory of Timor-
Leste shall be designed, fabricated, suppliedallest and maintained
to:

€)) be fit for the purpose for which it shall be or is used;

(b) ensure the structural integrity of the Facility atite safe
conduet of Petroleum Operations;

(© take into account the specific operational and Emmental
Conditions expected to be encountered during theoleam
Operations; and.

(d) be in accordance with the approved Development Btaany
Facilities Plan, as applicable.
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(@)

3)

All plans for Facility design, analysis, fabricatioinstallation, use,
maintenance, inspection and assessment shall conf@rindustry
standards reflecting Good Oil Field Practice.

All Facilities shall be certified and or verifiedy bThird Party
Consultant

7.8.Consent prior to performing certain activities

(1)

(2)

3)

(4)

The written consent of the Ministry is requiredqorio:

(@) commencing the use of a Facility;

(b) undertaking major reconstructions or modificatioha Facility,

except if the major reconstruction or modificatminthe Facility
is urgently necessary due to an emergency; and

(c) commencing construction or installation of a Fixddtform or a

Pipeline.

In the event of an emergency alteration or recanstn of a Facility
in accordance with this Article 7.2 (1) (b), the n4itry shall be
notified as soon as practicable.

An application for consent pursuant to Article 712 shall contain:

(@) if required pursuant to Chapter 16, an approvedIthieand

Safety Plan or Safety Case, as applicable, covehagctivity
for which the Authorised Person applies for consand

(b) a description of the activity for which the Authsed Person

applies for consent.

An application pursuant to this Article 7.2 (1) fay the consent to
use a Fixed Platform or a Pipeline shall in additito the

requirements in subsection (2) contain a Certiiat Verification of
Construction and Installation.

7.9.Testing, inspection and surveys

1)

An Authorised Person shall perform all tests respiiin order to
ensure that all Facilities are in compliance witle tequirements of
Applicable Law and Good Oil Field Practice. Sucktdeshall be
carried out in accordance with the approved Devalam Plan or any
Facilities plan, as applicable, and otherwise ases®ary or as the

Ministry may request. All tests shall be made aldé to the Ministry
upon request.
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(@)

7.10.
1)

(@)

3)

(4)

7.11.
1)

@)

7.12.
)

An Authorised Person shall carry out surveys argpegtions of
Facilities to ascertain that the Facilities areasctordance with the
requirements of Applicable Law and Good Oil Fieldad®ice. Such
surveys and inspections shall be carried out aitleanually for
Mobile Platforms, and for other Facilities as neegg or as the
Ministry may request. Records of or relating topestions or surveys
shall be produced to the Ministry on request. Thmistty may
require the Authorised Person to prepare and sulamieport in
respect of the survey or inspection.

Lifting and Hoisting Equipment
An Authorised Person shall ensure that all liftiagd hoisting
equipment used in Petroleum Operations is apprepriar the
conditions under which it will be used

Lifting and hoisting equipment shall be inspectedgularly by An
Authorised Person to ascertain that such equipmseint accordance
with the requirements of applicable standards, rfaanturer
requirements and Good Oil Field Practice.

Except in emergency, any significant change or fication and
repair to lifting and hoisting equipment shall betconducted without
prior consent from the Ministry.

An Authorised Person shall ensure that all liftitagd hoisting
operations are managed and conducted in a saferaddnt manner.

Electrical Equipment

An Authorised Person shall ensure that electrigaiiment, electric
motors, lighting fixtures and wiring on a Faciliaye designed, with
appropriate safety system, installed and maintatoeoperate safely
under the maximum anticipated load conditions.

The electrical equipment and wiring on any Faciiball be inspected
regularly by An Authorised Person in order to atgerthat such
equipment and wiring is in accordance with accaydim applicable
standards, manufacturer requirements and Goodi€M Practice.

Radio and Support Craft Procedure

All passengers of any Support Craft shall be infdnof the safety
rules and procedures applicable to that Suppoift Gpan boarding.

65| 144



(2) All movements of any Support Craft operating betwee Mobile
Platform or a Fixed Platform and the shore shalinomitored by the
person operating the radio station on such platform

(3) Every person in charge of a standby vessel shall:

@) maintain open communication channels with the Mwobil
Platform or Fixed Platform;

(b) maintain the standby vessel within such distan@nfithe
Mobile Platform or Fixed Platform as is approved the
Ministry; and

(c) stand ready with the standby vessel to conductueesc
operations at any time:

(1) that the safety of personnel, the safety of the iMob
Platform or Fixed Platform or the safety of a Wl
endangered or is likely to be endangered,

(i) when there is particular danger of a person falling overboard;

(i) when a helicopter is landing on or taking off fréme Mobile
Platform of Fixed Platform; or

(iv) when diving operations from the Mobile Platform Fixed
Platform are in progress.

I PRODUCTION FACILITIES

7.13. Notification of commissioning

The Authorised Person shall notify the Ministrytbé plan for commissioning a
Production Facility, including the schedule for agamssioning. The Ministry shall
be notified immediately upon the completion of tlkemmissioning of a
Production Facility.

[l MOBILE PLATFORMS

7.14. Use of Mobile Platforms

(1) A Mobile Platform to be used in the TLEA shall blassified by a
Classifying Authority, and shall be used and man@d in accordance
with the requirements in Applicable Law and thesslfication rules.
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(@)

7.15.
1)

(@)

Any written consents issued from time to time by t@Glassifying
Authority under its rules which relate to the usel anaintenance of
the Mobile Platform shall be produced when requigdhe Ministry.

Moving, raising and lowering of a Mobile Platform
Except in the case of emergency, a Mobile Platfeimall not be
moved into, out of or within the TLEA without pri@pproval of the
Ministry.

An application for approval to move a Mobile Platfoshall be made
in writing and shall:

(@)

(b)

(€)

(d)

(e)

(i)

(ii)

(iii)

provide particulars of the dates and times at wkiiehmove is
proposed to be carried out, and the locations concerned;

provide details concerning the Mobile Platform usejuding
where applicable information concerning the plaayprovals
or consents provided in accordance with the Regulation;

confirm that the application is consistent with auch plans,
approvals or consents;

describe any buoy or underwater obstruction praptsde left
at a location in the TLEA from which the Mobile Btam is to
be moved and provide appropriate justification;

provide safety layout maps for the Mobile Platfortmat
include:

name, type, particulars and a picture diagram efMobile
Platform;

a list of all integrity certificates for the MobiRlatform and
the equipment thereon; and all such certificates required
under the Authorised Person’s safety manuals, the
Regulations, the prevailing safety codes and maeiti
regulations;

layout maps of each level/deck of the Mobile Platfoof
sufficient size and scale, which accurately detietspaces,
rooms or chambers, corridors/alleys, and the
position/location on each such level/deck of:

- the main process or operating equipment;

- the safety equipment, installations and materials,
including equipment and agents for fire control,
personnel protection, escape and survival;
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pollution control equipment and materials;
safety detectors and sensors;

Petroleum flow shub{f systems;

alarm systms;

storage of dangerous substances, including
poisonous, radioactive and explosive substances, if
any; and

medical facilities.

() include the Mobile Platform’s safety and accidestard over
the last 3 years ; and

(9) include the most recent report on safety inspestiamd drills
performed on the Mobile Platform.

(3) Any movement of a Mobile Platform shall be reportedhe Ministry
as soon as practicable after it has taken place. Nlimistry may
require additional information in respect of any wvaoand such
requested information shall be provided to the stiyi promptly.

4) A Mobile Platform shall only be raised or lowered tlis is in
accordance with Good Oil Field Practice.

7.16. Anchors

(1) Where anchors are used for holding a Mobile Platfor position, the
Authorised Person shall ensure that the anchorimd) @ositioning
systems keep the Mobile Platform in its position.

(2) The Authorised Person shall ensure that prior @datmmencement
of Petroleum Operations, each anchor and anchergdasses a test
where tension equal to or more of the tension §ipdcin letter (a)
and (b) below is applied:

(@) the maximum anticipated tension expected duringtithe the
Mobile Platform is on the site; and

(b) the capacity of the winch.

7.17. Stability

The Authorised Person shall ensure that:
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(@)

(b)

the mat, legs, footings, hull or piles of MobileafPbrms and
the surrounding seafloor are inspected regularlyotafirm that
no areas of weakness are developing; and

where build-up of seafloor sediments or any othamddion

that threatens the stability of the Mobile Platfooccurs, such
measures as are necessary to protect the safehe dflobile

Platform and of the personnel on board are taken.

IV FIXED PLATFORMS

7.18. Information and inspection

Prior to the commencement of use of a Fixed Platftve Authorised Person
shall submit to the Ministry data and informatianfallows:

(@)

(b)

name, type, particulars and a picture diagramhef Fixed
Platform; and

a list of all integrity certificates for the Fixdelatform and the
equipment thereon; and all such certificates required under the
Authorised Person’s safety manuals, the Regulatithe
prevailing safety codes and maritime regulations.

7.19. Structures, Installations and Prefabricated Parts

(1) The structure of and installations on a Fixed Btatf other than the
drilling and production equipment, personnel emecgdacilities and
accommodation shall not be altered or reconstrustétthout a
certification body’s prior approval and, where agglble, verification.

(2) Where the Ministry so requires in respect of partd sections of the
Fixed Platform prefabricated outside the TLEA fostallation inside
the TLEA, those parts or sections shall be apprdwethe Ministry
before being installed.

V STORAGE, TERMINAL AND PROCESSING FACILITIES
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7.20. Storage Facility Plan, Terminal Facility Plan and Rocessing
Facility Plan

(1) An Authorised Person shall prepare and submit gpqwal for a
Storage Facility Plan, a Terminal Facility Plan ar Processing
Facility Plan for the Ministry’s approval. The Sage Facility Plan,
the Terminal Facility Plan or the Processing FacilPlan shall
describe to relevant project in detail and provithe basis for
evaluation of the relevant Facility.

(2) The Storage Facility Plan, the Terminal Facilitya®l or the
Processing Facility Plan shall at least contain:

@ the name and address of the Authorised Person;

(b) the name of the representative of the AuthorisesdPein
relation to the Ministryand other Government authorities;

(c) details of the experience and technical competandecapacity
of the Authorised Person that may be relevant ¢éoptoposed
design, construction and operation of a Storagelifyaor
Terminal Facility of Processing Facility, includinghe
Authorised Person’s financial capacity to undertadeh work
and relevant insurance policies;

(d) a description of the organisation and expertise clwvhihe
Authorised Person will have available in Timor-leesand
elsewhere for activities in connection with theiates under
the plan for the proposed Facility;

(e) summary of the proposed plan;
)] a breakdown of an appurtenant budget and a wodganame

(9) the design, construction, and operating featurdbeproposed
Facility, including description of:

(1) location for the proposed Facilityy, with an
accompanying map with the boundary of the areg full
defined in terms of latitude, longitude and, where
applicable, coastline;

(i) maintenance work plan and maintenance schedule for
the proposed Facility;

(i) schedule for constructing the proposed Facility tHrel
expected date of commissioning of the proposed
Facility;

(iv) a Certificate of Verification of Design of the paged
Facility, unless such verification has been wailsgdhe
Ministry ; and
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3)

(h)

(i)

()
(k)

()
(m)

(n)

(0)

(p)

(a)

(v) details of any storage of hazardous chemicals.

details of any temporary or permanent Facility whinay be
constructed or used in connection with the proposed plan;

information on expected entries into the TLEA ofgmanel,
vessels or aircraft to be used;

details of security measures to be undertaken;

a description on how the Authorised Person planlfd the
obligations set out in the Local Content Proposal & comply
with the local content requirements established\pplicable
Law throughout the implementation of activities andhe
proposed plan for the proposed Facility;

an annual local content plan, where required by Article 18.2;

copies of any Environmental Impact Assessment,
Environmental Impact Statement, Environmental Managnt
Plan and Environmental Decommissioning Plan, where
required by the Environmental Regulations; and

information on and, if applicable copies of, alcdnses,
permits, approvals or consents that have beeneapfdir or
shall be applied for pursuant to Applicableska

for Storage Facility or Terminal Facility, the poged plan
shall also include information pursuant to Artiflel4 (3)

for a Processing Facility, the proposed plan saislb include
information pursuant to Article 7.14 (4)and

any other information required by the Ministry.

An Authorised Person shall include in the propoglkeh for Storage
Facility or Terminal Facility at least the follovgrinformation on the
proposed design, construction, and operating feataf the proposed

Facility:

€)) the tank type and design;

(b) the capacities and types of substances to be thndtduding
material safety data sheets;

(c) the design, type, and operations of all metersetaged for the
metering of fluids handled by the proposed Fagilitisich shall
allow for the metering of each type of fluid;

(d) safety features, including leak detection systenpill s

prevention, overfill prevention and loss controlstgyn and
weather protection; and tests that are to be performed on the
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(4)

(5)

(6)

(7)

(8)

7.21.
)

proposed Storage Facility or Terminal Facility, tthehall
include integrity, corrosion and leak detectioriges

An Authorised Person shall include in the propog#an for a
Processing Facility at least the following informaton the proposed
design, construction, and operating features optbposed Facility:

(@) their configuration (including process flow diagrsim unit

capacities, unit design, types of fluids to be handled; and

(b) the proposed location of meters to be used fomtbeering of

oil, condensate gas, and other production liquids.

The Authorised Person shall include in a StorageiliaPlan, a
Terminal Facility Plan or a Processing Facility iPkajustification of
compliance of the proposed plan with Applicable Law

Where the Authorised Person proposes to use ordicade the
Petroleum Operations under the proposed plan fora§é Facility,
Terminal Facility or Processing Facility with Faitds located outside
the Territory of Timor-Leste, the Authorised Perssimall provide
detailed information thereof in the proposed planStorage Facility,
Terminal Facility or Processing Facility.

Ministry shall have the right to access any infation and data of
facility and /or activities which have a potenimalpact to the facilities
within TLEA and such access shall be facilitatedthy Authorised
Person.

Where planned activities for a Storage Facilityrmi@al Facility or
Processing Facility under an Authorisation are lNikim affect any
lawful economic or social interest or activity tAathorised Person
shall in accordance with the Petroleum Act Artitleseek to:

€)) obtain the appropriate consents required from eglev

authorities; or

(b) obtain permission in writing from relevant Persansd pay

such fair and reasonable compensation to such reras
determined by the Ministry in accordance with thetréleum
Act Article 17.

Approval of Plans

The Ministry shall evaluate the proposed Storageilifa Plan,
Terminal Facility Plan or Processing Facility Pldime Ministry may
stipulate conditions to its approval of a Storagecilty Plan, a
Terminal Facility Plan or a Processing Facility riPta reflect Good
Oil Field Practice or to meet the requirements ppkcable Law.
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(@)

3)

(4)

7.22.
)

The Ministry shall provide the Authorised Persorthwis decision in
writing within reasonable time of receipt of allqtered information
and other materials. Where the Storage Facilityn,Plerminal
Facility Plan or Processing Facility Plan is nopegved, the Ministry
shall state the grounds for its decision. The Ad#isal Person may
modify and re-submit the Storage Facility Plan, mieal Facility
Plan or Processing Facility Plan within a timefrastipulated by the
Ministry.

Unless otherwise permitted by the Ministry, the Warised Person
shall not enter into contracts relating to the pssdl plan or
commence construction works until the proposed phas been
approved by the Ministry.

The Authorised Person shall promptly notify the Iiry if

conditions encountered during implementation of thkan for

Processing Facilities or Terminal Facilities or ¢&ssing Facility are
different from those anticipated at the time of tireparation of the
relevant plan for Processing Facilities or Termir&cilities or
Processing Facility. The Ministry may require thatiorised Person
to make modifications in the plan for Processingcilkees or

Terminal Facilities or Processing Facility.

Records and Reporting

An Authorised Person shall maintain an accurateen@tbalance of
all flows in and out of the Storage Facility or fr@nal Facility which
shall include:

€)) an opening daily inventory balance of all Petrolemcluding

oil, condensate, Petroleum Products and of watemacals,
waste or other products used or stored;

(b) a daily balance of all Petroleum including oil, densate,

Petroleum Products and of water, chemicals, wastetloer
products transferred in, including information omese they
are transferred to arfebm;

(c) a closing daily inventory balance of all Petroleintiuding oil,

condensate, Petroleum Products and of water, clad&sniesaste
or other products used, transferred or stored,

(d) the type, volume, origin, source of received Petroi

including oil, condensate, Petroleum Products ahdvater,
chemicals, waste or other products used or stored;

(e) all other information that in accordance with Good Field

Practice may be significant for the Petroleum Ofp@na for the
Terminal Facility or Storage Edity; and
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(@)

3)

(4)

7.23.
1)

(f)

any other information as required by the Ministry.

An Authorised Person of a Processing Facility shadep the
following records of the Processing Facility:

(@)

(b)

(€)

(d)
()
(f)
(9)

(h)

(i)

type, origin, source and amount of raw materialeotuced to
the Processing Faciit

total production of Petroleum Products, petrochamicand
other products including byroducts such as sulphur;

emissions to the environment including atmosphlened and
water;

type, origin, source and amount of chemicals and catalysts;
water usage;
power consumption;

daily inventory of the storage tanks as specifiediticle 7.16

(1);

all other information that in accordance with Good Field
Practice may be significant for the Petroleum Opena for the
Processing Facility; and

any other information as required by the Ministry.

An Authorised Person of a Storage Facility, a Teahiacility or a
Processing Facility shall deliver to the Ministryonthly reports and
annual summary reports of the information collecmdsuant to
Article 7.16 (1).

An Authorised Person shall keep records of tesind maintenance
for the life of the Storage Facility, the Terminghcility or the
Processing Facility and shall provide them to thei#fry on request.

Annual Operational Plan

The Authorised Person shall deliver sixty (60) dafter the end of
each Calendar Year, an annual operational plantHer Storage
Facility, the Terminal Facility or the ProcessingcHity that shall
include:

€)) the operational capacity and planned utilisatiormafjor units

in the Facility;
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@)

7.24.

(b)

(€)

(d)

(e)

(f)

details of past and scheduled construction and terzamce
programs;

details of measures taken in relation to the Heattti Safety
and Environment Management systems;

details of measures taken to comply with Applicable Law;

details of any major modifications, additions gpaks planned
in the Storage Facility, the Terminal Facility tvetProcessing
Facility or part thereof; and

all other information that in accordance with Good Field
Practice may be significant for the proper PetnoléDperations
for the Storage Facility, the Terminal Facilitytbe Processing
Facility.

The Ministry may require such amendments or adulionatters to
be addressed in the Annual Operational Plan that Nhnistry
considers necessary in order to implement the bbgsc of the
Applicable Law.

Monitoring and testing

An Authorised Person shall undertake all necessafgty and environmental
monitoring and testing of a Storage Facility, ariieal Facility or a Processing
Facility in accordance with the annual operatigsiah.

8. PIPELINES AND TRANSPORTATION

8.7.Pipeline Project Plan

An Authorised Person shall prepare and submit gqwal for a
Pipeline Project Plan for the Ministry’s approvalleast 6 months
before the commencement of Pipeline Project. TheliPie Project
Plan shall describe the Pipeline Project in detad provide the basis
for evaluation of the Pipeline Project.

1)

(@)

The Pipeline Project Plan shall at least contain:

(@)
(b)

the name and address of the Authorised Person

the name of the representative of the Authorisedsd?ein
relation to the Ministry and other Governmental authorities;
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()

(d)

(e)

(f)

(¢))

(ii)

a map of the area to which the Pipeline Projectieppvith the
boundary of the area fully defined in terms of tlate,
longitude and, where applicable, ciast

details of the experience and technical competesfcehe

Authorised Person that may be relevant to the mego
Pipeline Project, including its financial capactty undertake
such work;

a description of the organisation and expertise clwvhihe
Authorised Person will have available in Timor-leesand
elsewhere for activities in connection with the posed
Pipeline Project;

a description of studies and assessments condumtethe
Authorised Person, or made available to the AusieariPerson,
regarding the feasibility of the Pipeline Projeasiternatives to
the Pipeline Project or any material aspect of Fhpeline
Project, including any studies or assessments spet of
alterative Pipeline designs, routes, contractiogstruction and
implementation.

Pipeline design criteria, including

(1) the depth of the sea and the nature of the seafindr

subsoil at the intended location,;

occur at that location;

(i) the relevant water current information;
(iv) details of estimated marine growth at the location;
(v) details of pipeline support method,;

(vi) the worst combination of dead and live loads likelye

applied to the Pipeline taking account of the magla
and distribution of production loads;

(vi)  dimensions anddnsportation capacity of the Pipeline;

(viii)

Pipeline;

(ix) the proposed safety features, including leak dietect

spill prevention and loss control system, and weath
protection; and

x) the design of any Associated Pipeline Facilities.
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(h)

()

(k)

()

(m)

(n)

(0)

(p)

(a)

(r)

(s)

the specifications for the construction and inateh of the
Pipeline;

drawings of the Pipeline and of the equipment ifedaor to be
installed on the Pipeline;

the parts of the Pipeline and of the equipment ttoo®d or
proposed to be constructed before installatioménTerritory of
Timor-Leste;

standards and codes to be followed during the oaetgin and
installation;

a Certificate of Verification of Design and a copy the
contract for that verification;

other relevant details concerning the planned use a
maintenance of the Pipeline, including:

0] the substance to be transported through the Pgelin

including a material safety data sheet;

(i) the proposed operation and maintenance scheduihe of

Pipeline System; and

the proposed tests, including planned frequendgsif that are
to be performed on the Pipeline System, which nmdude
integrity, corrosion monitoring and leak detectteats.

the proposed schedule for constructing the Pip&ystem and
the expected dabf commissioning of the Pipeline System;

where such information is not provided in a propbse
Development Plan filed by the Authorised Persofgrmation
on expected entries into the TLEA of personnel,sekss or
aircraft to be used;

information on how the proposed Pipeline System rhay
disposed of upon cessation of use or cessationetblBum
Operations and how Decommissioning shall be secaretl
funded, including, as far as possible, all elemdisied in
Article 101 (2);

details on what licenses, approvals or consente Haeen
applied for or that are planned to be applied forspant to
Applicable Law;

details of the Environmental Impact Assessment,
Environmental Impact Statement, Environmental Managnt
Plan and Environmental Decommissioning Plan asigea\vfor

in Environmental Regulations;
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® a description on how the Authorised Person planilfd the
obligations set out in the Local Content Proposal & comply
with the local content requirements established tie
Regulation and Appdable Law throughout the relevant period;

(u) a copy of the last annual local content plan suiahitin
accordance with Article 18,2

(v) all other information that the Authorised Persoerds relevant
to the Pipeline Project; and

(w) any information that may be required by the Miryistr

(3) The Authorised Person shall promptly notify the IMiry of any
actual or planned alteration of the information teamed in the
Pipeline Project Plan. The Ministry may require tAethorised
Person to make modifications in the Pipeline Prtdpdan.

4) A Pipeline Project Plan is not be required for dasign, construction
and operation of the following Pipelines:

(@) flowlines and Pipelines and Associated Pipeline ilfias
where these are located entirely within the boundair a
Contract Area;

(b) interconnecting Pipelines wholly situated withire therimeter
of a Processing Facility or Storage and Terminal Facility;

(c) for a loading rack, meter regulator station, retulatation, or
Well site dehydrer; or

(d) a Pipeline transmitting gas to either residentialirmustrial
users for the purpose of fuel and originating fremistribution
system, to the extent subject to another regulacngme.

(5) An Authorised Person shall give proper consideratim the
construction and location of Pipelines that mayehan impact on the
rights, property or activities of public or privaersons and shall
obtain such consents as may be necessary undecapplLaw.

8.8.General Operating Requirements

(1) An Authorised Person shall ensure that in relatma Pipeline in the
Territory of Timor-Leste:

(@) usage and maintenance is in accordance with anoweggbr
operating manual; and
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(@)

3)

(4)

(b) all equipment and facilities, including all valvedamonitoring

(@)

(b)

(©)

(d)

(€)

(f)

equipment, and safety systems, have been inspeoyed
Verifying Body.

no Authorised Person shall place a Pipeline interagon until a
satisfactory pressure test has been completed.

An Authorised Person shall prior to commencementPgieline
operations, give written notice to the Ministry Ersing details of the
results of the pressure test.

In addition to the Management System as set o@hapter 15, an
Authorised Person shall develop operation, inspectiand
maintenance procedures in accordance with Appkcddw and
Good Oil Field Practice which are appropriate fbe tconditions
under which the Pipeline System is operated. Furibee:

communications equipment shall be installed anchtasied as
needed for proper Pipeline operations under bottmab and
emergency conditions;

a Pipeline surveillance program shall be maintaiteedbserve
indications of leaks, encroachments, any evidehcalamotage or
accidental damage, and any other conditions albagPipeline
route affecting the Pipeline’s safe operation;

Pipeline Systems shall be operated to ensure thegrde
operating pressures are not exceeded;

pressure-limiting devices, relief valves, automasicutdown
valves and other safety devices shall be to a spetoon and
tested at specified intervals;

signs shall be posted along the boundaries of tpeliffre and
Associated Pipeline Facilities indicating the ene@icy contact
details; and

where Pipeline sections are buried, markers mush Ipéace to
identify the Pipeline route and help avoid accidedamage.

8.9.Recording Pressure Test Results

1)

(2)

An Authorised Person’s record or chart of pressiest shall be
continuous and legible over the full test period,thw the
commencement and termination points of the teststitied.

An Authorised Person may use electronic pressurerdeng devices
provided that:
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@ a permanent paper or electronic copy of the test data is retained;
and

(b) the sampling rate and instrument sensitivity arfficsent to
properly identify the expected deviations from nalntest
pressure.

(3) Each pressure-recording instrument shall be peyadlgi calibrated to
maintain the accuracy.

8.10. Monitoring and Inspection

(1) An Authorised Person shall regularly monitor anspeect the Pipeline
to ensure the fitness for purpose of:

(@) the internal and external condition of the Pipeline; and

(b) pressure - limiting devices, relief valves, autamahutdown
valves and other safety devices.

(2) The Ministry may direct an Authorised Person tot,t@sspect or
assess a Pipeline or to retain a Third Party Cterstulo conduct such
test, inspection or assessment of a Pipeline.

(3) An Authorised Person shall provide a written repoiiteach test,
inspection or assessment of a Pipeline to the Kkfynias soon as
reasonably practicable. In any event, the repoall de provided
within seven (7) days following the test, inspectior assessment
unless a longer period for submitting such writteport is permitted
by the Ministry.

8.11. Anchoring Vessels Near Pipelines

The Ministry may require a vessel associated wgérations in the TLEA to
drop anchor within a designated anchorage locaironided for purposes of
safeguarding a Pipeline.

8.12. Reports during Pipeline Construction and Operations

(1) An Authorised Person shall submit monthly repodsite Ministry
within fifteen (15) days after the completion ottkaCalendar Month
which shall contain:

(@) the type and volume of gas and fluids transporteduigh the
Pipeline;

(b) on behalf of whom each such volume of gas or fluids
transported;
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)

3)

8.13.
)

@)

(c) a status on Pipeline inspection, maintenance orifroations

undertaken in the previous Calendar Month;

(d) details of any leaks or releases of substancesspoated

through the Pipeline during the previous Calendar Month;

(e) a summary of the environmental and health and \safetters

related to the Pipeline operations carried out rdurihe
previous Calendar Month; and

() details of any incidents constituting or leadingréportable

incident or violation of the Applicable Law, the dréation or
the Environmental Regulations during the previouwsdeGdar
Month.

During the construction of a Pipeline, or when @eRne is not

operating as a result of repairs, maintenance oairfiy other reason,
an Authorised Person shall report on a daily besihie Ministry on

the following matters:

@) any construction and/or other activities carried during the

preceding day;

(b) any tests performed during the preceding day;

(© any planned or scheduled activities that were aated out as

planned, and a statement of the reasheigof; and

(d) any other relevant matters.

The Ministry may require such amendments to thentepdescribed
in this Article 8.6 as considered necessary or @mmte to
implement the objectives of the Regulation.

Annual Report

An Authorised Person shall submit within sixty (6dgys after the
end of the relevant Calendar Year an annual rdportach Pipeline
Project.

The Pipeline Project annual report shall includerimation on:

€)) the information required in Article 8.6 (1) (a) b) (and Article

8.6 (1) (c)-(f) but with respect to the previoual€éhdar Year
rather than the Calendar Month-

(b) details of previously constructed and the planneastruction

of Pipelines not included in the Pipeline ProjelemPassociated
with the Pipeline System and other Associated Ripel
Facilities;
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(c) details of planned Pipeline maintenance and madiba
programs;

(d) an update of the schedule described in ArticleZ}.(d) and an
update of the information on expected entries ih® TLEA
described in Article 20.4

8.14. Discontinuance or Decommissioning

Unless otherwise authorised by the Ministry, an hwted Person shall
discontinue, Decommission or return to active flogvservice a Pipeline that has
not been in active flowing service within the laselve (12) Calendar Months, in
accordance with Chapter 10.

8.15. Discontinuance

A Pipeline or part of a Pipeline System that is motregular use or being
discontinued shall:

(@) be physically isolated or disconnected from theekne
System in a manner that does not allow any adjgipart of
the Pipeline System to have stagnant fluid traps remaining;

(b) be cleaned, if necessary;
(c) be purged with fresh water, air, or inert gas;

(d) be protected by suitable internal and externalosion control
measures;

(e) not contain any added chemical substances thatedrenental
to the environment if released; and

() be left in a safe condition.

9. THIRD PARTY ACCESS TO FACILITIES

9.7.Third Party access to Facilities
(1) An Authorised Person shall provide access fordtiparties to its
Facilities to conduct Petroleum Operations on reakle terms and
conditions. Such access shall not be to an unreasmmletriment of
the needs of the Authorised Person, or other usbcshave already
been granted a right of use;
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(@)

3)

(4)

()

(6)

An agreement on access to Facilities shall be didunito the
Ministry for approval unless otherwise decided bg Ministry. The
Ministry may, as a condition for approval of theregment, modify
the tariffs and other terms and conditions agresdd/éen the parties;

Where no agreement for access to Facilities isheshowithin a
reasonable period of time, the Ministry may stipail¢éhe tariffs or
other conditions for such access;

Where required for resource management considaestibe Ministry
may alter the conditions of an approved agreementatcess to
Facilities in order to ensure implementation oreesion of Petroleum
Operations;

Where the Ministry decides to modify or alter ort $erms and
conditions for third party access to Facilities quant to Article
9.1(2)-(4), the Ministry shall stipulate such reasiole terms and
conditions for such third party access in accordanwith

internationally accepted principles having due rdgt resource
management considerations and a reasonable pofhé Authorised
Person taking into account, among other, the Augbdr Person’s
investment and risks;

The Authorised Person shall promptly notify the Miry upon

receipt of any technical, commercial, financialather information

that is relevant for negotiations with third pasti®en access to
Facilities. Such information shall include, butis limited to:

(a) a copy of the request for use from the third partyaccess to Facilities,

(b) updated information on the available capacity anRhacilities, with a view to
determine at the earliest stage possible the dondithat are to govern the
required use,

(c) any draft agreements at the specific milestoneéseémegotiations on access to
Facilities, and

(d) a progress plan with specific milestones and a timé& for completing the
negotiations.

(7)

The Ministry may appoint a representative who sballentitled to
participate with an observer status at any meetingnegotiations
pursuant to this Article 9.1. The Authorised Persball ensure that
the observer who is appointed by the Ministry reegiany relevant
information associated with such meetings, inclgdidvance notices
and minutes of meetings and any other meeting sporegence as
well as a notification within reasonable time pritor any such
meeting.
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(8) The right of a third party pursuant to this Artickel shall apply
correspondingly for the use of Facilities that anthfrised Person has
leased for use in Petroleum Operations. Unleshdthder of the title
to the Facility otherwise agrees, the third partyght to use the
Facility is limited by:

(@) the term of the lease agreed between the hold#reofitle and
the lessee;

(b) the right of the lessee to make modifications ®Rhacility; and
(c) any specific restrictions on use.

(9) The third party’s right pursuant to the above canhe further
restricted by agreement between the holder ofitleedf the Facility
and the lessee.

10. CESSATION OF PETROLEUM OPERATIONS AND DECOMMISSIONI NG

10.1  Decommissioning Plan

(1) An Authorised Person shall prepare and submit aoDetissioning
Plan to the Ministry for approval either upon thénhtry’s request,
or at any time between five (5) years to two y&ars, before the
earlier of:

€)) the scheduled expiry of the Petroleum Contract trero
Authorisation; or

(b) the anticipated date for permanent cessation ofotiselevant
Facilities; or

(c) the anticipated date for permanent termination efwvant
Petroleum Operations.

(2) Except where subsequent changes in circumstancesantsa
otherwise, the Decommissioning Plan shall be based the
information provided on Decommissioning in the Depenent Plan
in accordance with Article 6.2(2)(y). The Decomnusing Plan shall
provide basis for evaluation of relevant Decomnoisiig options and
shall for this purpose include a description of:

(@) the Petroleum Operations related to the relevaield(s)
throughout the lifetime of the Field(s);

(b) all relevant Facilities and Wells, including infaation on their
locations, depths and types of material;
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(©)
(d)

(€)

(f)

(9)

(h)

(i)

()

(k)
()

(m)

(n)

the possibilities for continued production;

Decommissioning options including possible techihicafety
related and environmental related aspects andiaesdtip to,
and expected impact on, other users of the seaotanimlly
affected Persons and local communities;

the recommended option for Decommissioning inclgdaost
estimates, timeframes including the anticipated e ddor
commencement of Decommissioning, and the reasanshé
relevant option being recommended and the reaswnsjecting
other options;

measures designed to secure the Contract Areahen&dfety
Zone against possible future pollution and for cleg of such
areas;

details of all relevant environmental documentsunesgl under
Applicable Law including as the case may be Envirental
Impact Assessment, Environmental Impact Statement,
Environmental Management Plan and Environmental
Decommissioning Plan;

the Local Content Proposal and a description on raow
Operator, Contractor or other Authorised Person ptacomply
with that Local Content Proposal and the local eont
requirements established in Applicable Law in relatto
activities to be conducted for Decommissioning pPSHS;

a copy of the last annual local content plan sulechitin
accordance with Article 18.2;

details of any relevant requirements under Chaleon Health
and Safety and, if applicable, how these will belemented;

a Decommissioning budget;

the arrangements for funding, or securing funding

Decommissioning, and a calculation of the contidng that
need to be made to the Decommissioning Fund basea pro
rata allocation of how many barrels are expecteoetproduced
during the remaining term of the Petroleum Contrantl the
expected cost of Decommissioning;

the anticipated date for permanent cessation ofutiee of the
relevant Facility or the relevant Petroleum Operati

any other consents, licenses, approvals or penmadggired in
order to carry out the recommended Decommissiooptmpn;
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10.2

3)

(4)

(5)

(0)

(p)

(a)

how the implementation of the Decommissioning Rlalh be
carried out, managed and verified in accordanck Mgplicable
Law;

plans for post Decommissioning monitoring and neance
and abandoned Facilities, if applicable; and

such other information as the Ministry may require.

In the event that the Authorised Person does ndimgu a

Decommissioning Plan within the timeframes setiauérticle 10.1

(1) , the Ministry may give thirty (30) days’ natido the Authorised
Person that it intends to prepare a Decommissiofilay. If the
Authorised Person has not submitted a DecommisgioRlan by the
end of the notice period, then the Ministry may pare such
Decommissioning Plan. Where the Ministry has separed the
Decommissioning Plan, it shall have the same eHsdf it had been
submitted by the Contractor and approved by theistin

The Ministry may waive or modify the requirementr,far the
requirements for the content of, a DecommissioRitzg.

In the event of termination of a Petroleum Contractsurrender or
termination of an Authorisation before the scheduéxpiry, this
Article 10.1 shall apply correspondingly to theestit is suitable.

Approval of Decommissioning Plan

(1)

@)

The Authorised Person shall promptly notify the IMiry of any
changes in circumstances or actual or plannedatites to the
information provided in the Decommissioning Plandarwhere
appropriate, submit a proposed amendment to therDeissioning
Plan for approval. Such proposed amendments shalude a
calculation of the expected cost of Decommissionigugd the
contributions that need to be made to the Decomomisg) Fund
during the remaining term of the Petroleum Contratte Ministry
may require an amendment to be submitted or im@ose new
condition on the Decommissioning Plan that it cdess appropriate.

Notwithstanding Article 10.1(1), if at any time tMinistry considers
that the Decommissioning Plan may not adequatelgresd the
potential needs or requirements for Decommissiomingay direct
the Authorised Person to re-evaluate the Decomanmsgy Plan and
to make appropriate revisions thereto. The Autedri®erson shall
promptly make and submit any such revisions.
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(3) The Decommissioning Fund shall be withdrawn witlopapproval
of Ministry and only be allowed in the event thaédddmmissioning
Plan has been approved.

10.3  Responsibility to carry out and implement Decommissning

(1) An Authorised Person shall carry out Decommissigiimaccordance
with the Decommissioning Plan as approved by thaidiy and
Applicable Law.

(2) The Ministry’s prior permission shall be requireor fwithdrawals
from the Decommissioning Fund.

(3) The obligation to carry out Decommissioning is &adle even if the
Ministry  approves the Decommissioning Plan, or the
Decommissioning is to be implemented, after the irgxpr
termination of a Petroleum Contract or the expigrmination or
surrender of an Authorisation.

10.4 Verification

(1) After Decommissioning has been implemented, theigtmn may require the
Authorised Person to procure verification of thec@®amissioning by an
independent verifying body at the Authorised Peiscost.

(2) Where the independent verifying body finds that @wemissioning is
implemented in accordance with the approved Decasioning Plan, he shall
iIssue a certificate of verification that shall dsitted promptly to the Ministry.

(3) Where the independent verifying body finds that @wemissioning is not
implemented in accordance with the approved Decasioning Plan, he shall
issue a report which shall:

@) be submitted to the Authorised Person and the kinisnd

(b) state the necessary measures that the AuthorissdrPmust
take in order to comply with the DecommissioningrP|

(4) The Authorised Person shall implement such measuogsptly.

(5) The Ministry may require additional measures, infation or amendments to the
report issued in accordance with Article 10.3 (3).

10.5 Decommissioning Fund

(1) Unless otherwise required by the Ministry, an Autbed Person shall
upon the commencement of Commercial Productiorabéish an
interest bearing escrow account to accumulate iessives for use as
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10.6

(@)

3)

(4)

()

(6)

(7)

a contingency fund for Decommissioning costs, iditig
environmental remediation, related to Petroleum r@pms in the
Contract Area and the Safety Zone.

An Authorised Person shall make such payments, suith intervals,
into the Decommissioning Fund as is stipulated ha Petroleum
Contract.

In the event that the Authorised Person fails tdeatfiate
Decommissioning, including environmental remedmtio in

accordance with the Decommissioning Plan and thegliggole Law
to the satisfaction of the Ministry, the Ministriyadl have the right to,
at its sole discretion, access funds from the Deximsioning Fund
for the purpose of carrying out Decommissioninge Nhinistry shall

in such case notify the Authorised Person of itheriawals from the
Decommissioning Fund.

Upon termination of the Petroleum Contract, and nehall

obligations in respect of Decommissioning, inclgdenvironmental
remediation, have been fulfilled to the satisfattod the Ministry, all
existing monies in the Decommissioning Fund shathain as the
property of the Ministry.

If the Decommissioning Fund is insufficient to cdetp the
Decommissioning Plan in accordance with Applicahlaw, the
Authorised Person shall pay all such additionalinegl costs prior to
the termination of the Petroleum Contract.

In the event the Ministry elects to continue thérdleum Operations
and take over the relevant Facilities, the Decorsmmmsng Fund and
such additional amounts as are estimated for Degssioning at the
time of the transfer shall be transferred to theistry. In such case,
the Ministry assumes all responsibility for relevdracilities and
Decommissioning, and the operator shall be freenfemy liability
arising out of such subsequent use.

In the event of an assignment of the Petroleum 1@ohor transfer of
interest and where a Decommissioning Fund has bweated
pursuant to Applicable Law, the account holding the
Decommissioning Fund must be transferred to thagmess or
transferee by the assignor or transferor.

Liability

1)

An Authorised Person is liable for any damage, ,ladaim for
compensation or inconvenience caused by or regultirom
Decommissioning regardless of any form of liabjlityhether strict or
by negligence, on the hand of the Authorised Person
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(@)

3)

(4)

If Decommissioning involves abandonment of Faesitior parts
thereof, the Authorised Person shall be liable @amage or
inconvenience caused in connection with the abagdioor partly
abandoned, Facility unless an agreement has beeneéninto in

accordance with sub-article (4) or such liabilisy dovered by any
remaining monies of a the relevant DecommissioniRgnd

transferred to the Ministry.

If there is more than one Person liable accordmngrticle 10.6 (1) or
(2), they shall be jointly and severally liable forancial obligations,
unless otherwise decided by the Ministry.

If a Facility is wholly or partly abandoned, it mag agreed between
the Authorised Person on one side and the Statkeoather side that
future maintenance, responsibility and liabilityatbe taken over by
the State based on an agreed financial compensation

11. PETROLEUM CONTRACTS

11.7.

Term

(1) The term of a Petroleum Contract shall consist of:

(@)

(b)

subject to Article 4.12 (2), an Exploration Permfdup to seven
(7) years, which may be divided into:

(1) an initial period ;
(2) a second period; and
3) a third period.

a Development and Production Period of up to twdinty (25)
years.

(2) Subject to the Authorisation, the Authorised Personst fulfil the minimum
exploration work requirements for each period oplexation to the satisfaction of the

Ministry within

(3) An Authorised
two periods of

the required time frame, in orderproceed to any subsequent Period.

Person shall have the option to extie Petroleum Contract for up to
five (5) years in respect of any EBlepment Area, provided that the

Authorised Person must notify the Ministry at lease (1) year prior to the expiry of

the Petroleum

Contract of its desire to exercige dption and, if approved, the

Ministry shall provide written agreement to theemdion. Such extensions shall be in
accordance with any additional terms stipulatedi®y Ministry, in the light of the

circumstances

then prevailing.
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(4) In respect of any Gas Retention Area or Oil Retenthrea as stipulated in Article
4.13, the term of the Petroleum Contract will béomatically extended by the same
period of time as any extension granted by the 8tiyiin respect of that area.

11.8. Operator

(1) The appointment of an Operator by the Contractatl $fe subject to prior approval
by the Ministry. Any change in Operator shall b&jeuat to the prior approval of the
Ministry.

(2) Except with the prior approval of the Ministry ajuired under Article 11.2 (1), no
Person may exercise any function of an Operator.

For all purposes of the Petroleum Contract, the r@pe shall represent the
Contractors in the relevant Petroleum Contract, thiedMinistry may deal with, and
rely on, the Operator. The obligations, liabiliti@ets and omissions of the Operator
are, additionally, the obligations, liabilities te@and omissions of the Contractor.

(3) Where the Ministry determines that an Operator aslonger competent to be an
Operator, the Ministry may, by written notice te t@perator and to the Contractor,
revoke its approval. The Contractor shall thenehawne (1) Calendar Month to
appoint a new Operator with the approval of theistiy.

11.9. Supply of Petroleum to Timor-Leste Domestic Market

(2) If, in the event of national need declared by then® Minister of Timor-Leste, it is
necessary to limit exports dfetroleum, the Ministry may, with thirty (30) days
advance written notice, require the Contractor tetthe needs of the local market
with Petroleumthat it has produced and received pursuant tdralBem Contract.

(2) Each Contractor’s participation referred to in Alei 11.3 (1) will be made, each
month, in proportion to its participation in thetioaal production ofPetroleum in
the preceding month.

(3) The Contractor’s annual obligation to supplgtroleum for domestic purposes shall
be calculated in accordance with the Petroleum i@ont

(4) The price at which sudRetroleum shall be delivered and sold under this Article311.
shall be the price as determined in accordance @lipter 14.

11.10. Reporting of Payments

The Contractor shall comply with the reporting rneegments related to the Timor-

Leste Extractive Industry Transparency InitiathNeET(l), as applicable from time to
time.

11.11. Title to Facilities

Title to Facilities shall pass from the ContractorTimor-Leste in accordance with
the terms of the Petroleum Contract.

11.12. Assignment
(1) Assignments are subject to the prior written apare¥ the Ministry.
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(2) In order to be eligible as an Assignee, a Persost meet the requirements for
entering into a Petroleum Contract as set out ohianaccordance with Applicable
Law.

(3) An application for approval to Assign shall be aopanied by such information and
documentation as required by the Ministry.

(4) The Ministry shall evaluate the application to Agsior approval. In its evaluation,
the Ministry may, amongst other, take into accoussource management
considerations as expressed in the Petroleum A, financial and technical
capabilities of the prospective Assignee and whethe proposed assignment may
adversely affect the performance of the obligati@stablished in the relevant
Petroleum Contract.

(5) If the Ministry requests amendments or additionatuwinents, the Contractor shall
promptly comply with such requests and, as the aasg be, re-submit the
application within the time limit stipulated by tiMinistry.

(6) The Ministry will make a decision on approval withreasonable time after receipt of
the application and all required information antiestmaterials. Where approval is
not given, the Ministry shall state its groundsttuat its decision.

(7) Where the Ministry approval to Assignment, the Cacior shall deliver copies of the
duly executed Assignment agreement and all relddedments to the Ministry within
thirty (30) days from notification of the approval

(8) Before the Contractor has completed the Minimum kV&equirements for
Exploration in the initial period, it may not Assighe Petroleum Contract or any part
of it to others than:

@) an Affiliate; or

(b) if the Contractor is a consortium or an associabbmompanies, those
other companies.

(9) The Assignment of a part of the Contract Area sbialy be allowed for one or more
contiguous areas of the Contract Area and only antbe entities that comprise
Contractor.

(20) The Assignment of part of a Field in productionlsbaly be permitted if the
Ministry decides that this is necessary to makeagreement for the unitisation of
production viable. Such Assignment shall be forttital area of that Field, defined in
accordance with the terms of this Regulation.

12. PARTICIPATION IN PETROLEUM OPERATIONS BY THE STATE- OWNED
CONTRACTOR

12.7. Participation in Authorisations by the State-OwnedContractor

(1) Where a decision is made on participation in Petnol Operations by
the State-Owned Contractor in an Authorisation,hsparticipation
shall be on equal terms, rights and obligationargsother Authorised
Person holding such Authorisation, unless otherwesgressly
stipulated in this Chapter 12 or the relevant Augadion.
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(@)

3)

12.8.

Relevant agreement(s) entered into between Autbiersons such
as joint operating agreements shall be amendedetiect the
participation of the State-Owned Contractor.

If and when Contractors are required to providerguizes for their
obligations undertaken as a result of an Authdosatthe State-
Owned Contractor shall be required to provide ailamguarantee,
equal in all material respects to the guarantegsined by the other
Authorised Persons.

Participation in Petroleum Contracts by the State©Owned

Contractor

(1)

(2)

3)

(4)

13.MEASUREMENT

13.7.
)

The State-Owned Contractor shall be exempted froine
requirements for Contractor’s qualifications inatedn to technical
and financial capabilities.

Subject to the Petroleum Contract, the State-Owedktractor shall
enjoy full rights and obligations as a participant a Petroleum
Contract as from and including the date that agil@tito participate
in the Petroleum Contract is made.

The State-Owned Contractor shall not be liable goy Petroleum
Operations performed prior to the date of the datilan of a
Commercial Discovery, or the effects of such openst even if they
occur after the declaration.

If a Contractor wishes to assign its participatimgerest in a

Petroleum Contract, the State-Owned Contractorl $taale a pre-

emption right, which shall imply entering into tkale and purchase
agreement instead of the purchaser on the agresds tand

conditions.

General Requirements for Measurement

An Authorised Person shall measure and test praddBe¢roleum for
Processing, custody transfer and tax purposesAlitierised Person
shall carry out metering, measurement and testinBedroleum in
accordance with Applicable Law and Good Oil Fielad®ice and as
otherwise required by the Ministry.
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(@)

3)

(4)
(5)

(6)

An Authorised Person shall ensure, for the purpasearticle 13.1
(1), the proper installation and operation of a &fiety System which
shall meet the requirements stipulated in ArticBe2land accurately
measure and record the rates of flow and the volaimes of:

€)) all produced fluids that are:

0] produced from or injected into a Well; and

(i) sold, flared or otherwise disposed of;

(b) Natural Gas that is used:

0] as fuel for Production Operations;
(i) to assist ga&ft operations; and
(i) sold, flared or otherwise disposed of;

(© Crude OQil that is used as a hydraulic power fli@dArtificial

Lift equipment;

(d) each fluid that enters or leaveBmacessing Facility;

(e) each fluid that enters and leaves a Pipeline Sysg&iorage

Facility, and Terminal Facility; and

() all Petroleum transferred between Authorised Pexson

the location of the meters shall be in accordanitle @ood Oil Field
Practice for the meter in question, including asuoifficiently close to
the Contract Area boundary for Petroleum exportettien a
Petroleum Contract to supervise production.

bypassing of the Metering System is not permitted.

An Authorised Person shall ensure that each persoth
responsibility for, or who is engaged in any wayhywthe operation or
maintenance of the Metering System shall be prgpedined and
competent to carry out the operations or activiigth respect to
which he is engaged, and, where appropriate, has bertified by a
relevant authority. All personnel who carry outidstrelated to the
Metering System shall be identifiable in the Auiked Person’s
organization chart along with a description of theuties and
responsibilities.

Where it is demonstrated that the volume of Petiral@oroduced or
sold has been incorrectly calculated, the Authdri®erson shall
investigate reasons for such incorrect calculatiariee Authorised
Person shall prepare and submit a revised voluregllation as well
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(7)

13.8.

1)

(2)

3)

(4)

()

(6)

(7)

(8)

(9)

13.9.
)

as all any documentation that supports the bagisttfe revised
volume calculation to the Ministry. The Ministry gngive directions
on measures to be implemented for correction.

The Ministry may require that the Authorised Perpoocures, on its
own account, independent verification of the plagni design,
construction or operation of the Metering System drder to
demonstrate that the requirements in this Chaj@erd met.

Requirements of the Metering System

The Metering System shall be planned, built, imsthloperated and
maintained in accordance to the instructions predidoy the
manufacturer, Good Oil Field Practice and Appliealbhw.

The Metering System shall be capable of meterimgftii range of
planned flows without any component involved opgaabutside its
working range.

On metering equipment, the number of parallel mates shall be
such that the maximum flow of Petroleum can be mweaswith one
meter run out of service whilst the rest of the enauns operate
within their specified operating range.

The Metering System shall be suitable for the hvtype of
measuring, the given fluid properties, and the detim volumes to
be measured.

If necessary, flow conditioners shall be installed.

In areas where the primary meter and the secondatgr are located
there shall be adequate protection against theideutdimate and
vibration.

All valves of significance to the integrity of tiMetering System shall
be accessible for inspection and secured agamishfge.

All parts of the Metering System shall be easilycessible for
maintenance, inspection and Calibration.

The Metering System shall be sealed accordingdadfuirements of
the instructions provided by the manufacturer, &doil Field
Practice and Applicable Law and, as the case mathbeMinistry.

Approval of Planned Metering System

An Authorised Person shall not install or operatdetering System
for custody transfer, fiscal and tax purpose withie prior approval
of the Ministry.
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(@)

3)

(4)

13.10.

1)

(2)

13.11.

1)

An Authorised Person shall submit details of plahndetering
Systems to the Ministry for approval, including:

(@) a complete specification of the Metering System hwit

dimensioned drawings and relevant descriptive ditee.
Sufficient information should be included to enabde
assessment of the adequacy of the design and iopsraf the
Metering System to be made;

(b) a description of the proposed operating procednotuding

routine Calibrations and checking of equipment for
maintenance of accuracy; and

(c) specimen calculations indicating how reported gtiastof oil,

gas, condensate and water production are obtaiméadgg
tolerances and correction factors proposed for edimg meter
and instrument readings to standard conditions.

The Ministry will provide the Authorised Person wits decision in
writing within reasonable time of receipt of allqtered information

and other materials. Where a Metering System isapptoved, the
Ministry shall state the grounds for its decisiorhe Authorised
Person may modify and re-submit the Metering Systeithin a

timeframe stipulated by the Ministry. The Ministrpay stipulate
conditions for its decision to reflect Good OIl Igi¢’ractice or to meet
the requirements of Applicable Law.

Any other meters which are considered to be procesters shall
included in the Field Development Plan.

Modifications to Metering System

An Authorised Person shall not alter, modify orlagp, an approved
Metering System without prior approval of the Mirys Article 13.3
(2) applies correspondingly.

An Authorised Person shall notify the Ministry difet planned time
schedule of any planned activities related to afien, modification,
Calibration or correction of a Metering System muéhtly in advance
of such activities to allow the Ministry to inspemt supervise such
activities.

Metering Records

An Authorised Person shall prepare, retain and tairan archive of
documents relating to the Metering System that |sdatument
compliance with Applicable Law. The archive shak leadily
available for inspection when required by the Miryis
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(2) The archive shall at least include the documentsmsited in
accordance with the requirements of Article 13.8,ahnecessary to
supplement these documents, the following documents

® technical description of the Metering System;

(b) a detailed schematic showing the location of thetekiieg
System in the process and transportation system;

(© drawings and description of equipment included e t
Metering System;

(d) list of documentation for the Metering System;

(e) description of the part of the Management Systesh ¢bncerns
Metering Systems of the Authorised Person andupelgr for
documenting compliance with Applicable Law, follay- and
maintenance of the Metering System;

)] Measurement Uncertainty analysis; and
(9) Calibration reports.

(3) As a part of the relevant Management System, ahdkised Person
shall prepare a quality assurance manual for tleeatipn of Metering
Systems. Such manual shall be readily available albrrelevant
personnel where Petroleum Operations are conducted.

13.12. Calibration and Corrections

(1) The equipment which is an integral part of the Matg System and
which is of significant importance to the Measurem®&ncertainty
shall be Calibrated using traceable equipment befbe start of
Petroleum Operations and subsequently be maintailmedhat
standard.

(2) A Third Party Consultant acceptable by the Minighall once every
Calendar Year or such other time interval deterchif®y the
manufacturer’s specification or as otherwise rezfiiny the Ministry,
Calibrate to ensure that equipment specified inchet13.6(1) are
within given limit values.

(3) If, during Calibration, equipment is shown to betside the given
limit values, an Authorised Person shall:

(@) ensure that a Third Party Consultant undertakesection and
subsequent Calibration and certifies that the egam meets the
standards required by Applicable Law; and
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(b) notify the Ministry of the planned time schedule afy such
correction activities related sufficiently in adea&nso as to allow
the Ministry to inspect or supervise such actigitie

13.13. Maximum Allowable Uncertainty

(1) The maximum allowable Measurement Uncertainty foy aneter
shall be within a range determined by the manufactispecification
for the metering device used or as otherwise reduay the Ministry.
The Authorised Person shall be able to documenitiotfa¢ uncertainty
of the Metering System.

(2) The Metering System shall be designed so that mdie
measurement errors are avoided and or compensated f

13.14. Units of Measurement

(1) any report or record of any measurement requiredhieyMinistry
shall use the International System of Units (SitE)ni

(2) An Authorised Person may use another system o$ doiitreports or
records upon prior agreement with the Ministry.

(3) any record or report of any measurement of gasinedjlby the
Ministry shall be made in units of 1,000 standantlic metres to one
decimal place.

4) a record or report of any measurement of liquidumegl by the
Ministry shall be made in units of standard cubietms to one
decimal place.

(5) where the measurement is in volume units, theseldh® referred to
metric standard reference conditions of 15°C temdpee and 101.325
kPa absolute pressure.

13.15. Sampling

Design and sampling process shall follow relevatgrnational standards to
ensure that:

(1) a representative volume is sampled.

(2) Both automatic and manual sampling may be carrigd Automatic
sampling shall be flow proportional.
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14. VALUATION OF PETROLEUM

14.7. Point of Valuation

Petroleum shall be valued as if it were sold irmem’s length transaction free on
board (or equivalent) at the Field Export Point.

14.8. Value of Crude Oil
The value of Crude Oil:

(@) sold free on board, or equivalent, at the Fielddpoint in an
arm’s length transaction is the price payable for it;

(b) sold other than free on board, or equivalent, atRield Export
Point in an arm’s length transaction is the prieggble for it,
less such fair and reasonable proportion of suadbe pthat
relates to the transportation and delivery of thetrdbeum
downstream of the Field Export Point; or

(c) sold other than as mentioned in paragraphs 14.@jBnd 14.2
(1) (b) is the fair and reasonable market priceebie having
regard to all relevant circumstances.

14.9. Value of Natural Gas

(1) In the case of LNG exports, the value of Naturas Gathe Measurement Point
shall be the arithmetic average value of the NaiBess, calculated at the inlet
flange to the LNG facility, based on the delivencp(s) or the price formulae
provided in the LNG export agreement to be condudetween the Ministry
and the Authorised Person under the Petroleum &antless the tariff for
transport by pipeline from the Measurement Pointh® inlet flange of the
LNG facility.

(2) The value of Natural Gas shall be determined inegh&tates Dollars per Mcf
on a monthly basis and the value to be attributedatural Gas shall:

(@) for arm’s length sales to third parties, be equaltiie net
realized price obtained for such Natural Gas at dbkvery
point;

(b) for sales other than at arm’s length to third earti be
determined by agreement between the Ministry ane th
Authorised Person, provided that such price or evadiall
reflect the following:

0] the quantity and quality of the Natural Gas;
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(i) the price at which arm’s length sales of Naturak Gam
other sources in Timor-Leste and Australia, if aang then
being made;

0] the price at which arm’s length sales, if any, tren
being made;

(i) the purpose of which the Natural Gas is to be used; and

(i) the international market price of competing or
alternative fuels of feedstocks.

(c) arm’s length sales to third parties shall not idelusales to
Affiliates of the Authorised Person or Contractansto the
Ministry, any other public authority of Timor-Lest# to any
other entity controlled directly or indirectly blye Ministry.

14.10. Price Payable

In this Chapter 14 the price payable is the pitia is, or would be, payable by the
buyer if the Petroleum were delivered by the Aued Person and taken by the
buyer, without set off, counterclaim or other withding of any nature.

15.MANAGEMENT SYSTEMS

15.7. Management Systems

(1) An Authorised Person shall establish, implementlofo up and
further develop an appropriate Management Systesiged to
ensure systematic and continuous compliance withegluirements
established in Applicable Law for Petroleum Opemdi The
Management System shall specify the requirement&\pdlicable
Law and to the extent necessary include interngliirements and
routines for compliance with such requirements.

(2) the main objective of Management Systems estalolishaccordance
with Article 15.1(1) is to contribute to ensuringdafurthering the
quality of the work carried out in and in connentiwith Petroleum
Operations.

(3) The Management System shall be documented in otder
demonstrate compliance with Applicable Law. Relé\anagement
System documentation shall be readily availablldocations where
Petroleum Operations are conducted, including etdFand office
locations.

4) The Management System shall be based on Good éd Practice
and international standards for management systerfise
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(5)

(6)

(7)

(8)

Management System shall be established before caoemeent of
Petroleum Operations.

The Management System shall include a completefdéérformance
Standards for minimisation of risk and for the sa@nduct of
Petroleum Operations.

The Management System shall include requirementstoaghe
competence of personnel, resources and work peafwcen for
carrying out Petroleum Operations. The Managemestes shall
include internal requirements to, and routines forganization,
division of responsibility, division of authoritynternally, and
between the Authorised Person and other particgpant the
Petroleum Operations and the competence, resouands work
performance of the party establishing the Managén@ystem
according to Article 15.1(1).

The Management System shall be subject to revialyibnecessary,
updates on a regular basis. The purpose of revaagdsupdates is to
contribute to improving compliance with Applicatilaw.

An Authorised Person shall ensure and follow upt titsl Sub-

Contractors comply with this Article 15.1 for thelevant part of
Petroleum Operations and that any non-complianamiigected. An
Authorised Person shall ensure that any necessdgrgteents in own
or Sub-Contractors’ management are made if requicecensure
uniformity and harmonization or, if required, thidging documents
are used.

16.HEALTH AND SAFETY

16.7.

Health and Safety Compliance

When carrying out Petroleum Operations, an AutleariBerson shall comply with
applicable health and safety legislation, includdigections and guidelines, as
amended from time to time. Sub-Contractors shatmy with the requirements
of applicable health and safety legislation, inahgddirections, guidelines and
requirements set out in this Chapter 16, to thergxapplicable for the activities
carried out by that Sub-Contractor.
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16.8. Health and Safety Part of the Management System

In order to achieve and safeguard a high leveleafith and safety in Petroleum
Operations, an Authorised Person shall ensurethiealManagement System to be
established in accordance with Article 15.1 is glesd to ensure and demonstrate
compliance with applicable health and safety legish and Good Oil Field
Practices and at continuously identifying and reéaygcisks to a level as low as
reasonably practicable.

16.9. General Health and Safety Obligations

(1) An Authorised Person shall ensure, in accordantle thve applicable
health and safety legislation and Good Oil Fieldaddce, the
protection of the health, safety, hygiene and welfaf all personnel
and members of the public directly involved with otherwise
impacted by Petroleum Operations and Facilitiegis Ehall include
taking all necessary steps to reduce risk to allee low as
reasonably practicable within the following areas:

(@) working environment;

(b) plant, equipment, materials and substances usedninection
with the work of all personnel; and

(© access to, and egress from, the work location o$qgomel
involved directly in Petroleum Operations.

(2) In carrying out Petroleum Operations, an Authorideédrson is
specifically obligated to:

(@) ensure that routines are established for exchahiggoomation
between the various personnel groups in the workplace;

(b) ensure that all personnel have an assigned safttgate in the
workplace, and that they are given the opportutitybring
issues to the attention of the Authorised Persah tanmake
enquiries ocomplaints in relation to health and safety;

(c) ensure that safety delegates and health and gadetpnnel are
sufficiently familiar with the work operations in the workplace;
and

(d) ensure that violations of Applicable Law are poihtaut and
corrected.

(3) An Authorised Person shall ensure that, while atkwibss employees
shall take proper care of the employee’s own heaithsafety and the
health and safety of any other personnel who magfteeted by the
employee’s acts or omissions.
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16.10. Conduct of Petroleum Operations

(1) An Authorised Person shall conduct all Petroleuneri@pons in a
manner to, amongst other, ensure that:

(@) all work and other activities are carried out imanner that is
safe and that entails as low risk as reasonablgtipadble to
personnel, the general public, the environment,Rhaellity or
other nearby Facilities; and

(b) equipment used are safe and complies with GoodFid
Practice and Applicable Law.

(2) In the event of accidents and emergencies which leey to loss of
lives or personal injuries, pollution or major dayaao property, the
Authorised Person or anyone else responsible ®roferation and
use ofthe Facility shall, to the extent necessayspend the
Petroleum Operations for as long as Good Oil Arelattices warrants
such suspension.

(3) An Authorised Person shall not undertake any changeéesign,
including modification or expansion, to Petroleunpetations or
Facilities without an appropriate risk assessmedt management of
change process including, if applicable, revisidnthe Health and
Safety Plan or Safety Case and appurtenant consém Ministry.

16.11. Health and Safety Plan

(1) An Authorised Person shall, based on its Managengydtem,
prepare a Health and Safety Plan prior to the comeeraent of any
Petroleum Operations:

@ which are not already covered by an existing Heatith Safety
Plan; and

(b) which do not require a Safety Case in accordandte Auiicle
16.6.

(2) The Ministry may waive or modify the requirement goHealth and
Safety Plan at its own discretion. The Ministry nago require the
submission of a bridging document in relation t@ @n more Health
and Safety Plans.

(3) An Authorised Person shall submit the Health anfét$aPlan or a
revised Health and Safety Plan to the Ministryiferconsent not later
than sixty (60) days prior to planned commencenoérihe relevant
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(4)

(5)

Petroleum Operations or at such other time as thmisiviy may
request.

The Ministry will provide an Authorised Person witls decision in

writing within reasonable time of receipt of allgréred information

and other materials. Where a Health and Safety Blaot consented,
the Ministry shall state the grounds for its demmsiThe Authorised
Person may modify and re-submit the Health andtg&fiean within a

timeframe stipulated by the Ministry.

A Health and Safety Plan shall include informatgynplans regarding
health, safety, training, Performance Standards aoddent and
emergency response for the relevant Petroleum Opesa The
Health and Safety Plan shall be adapted to theesobthe Petroleum
Operations. The Health and Safety Plan shall irglualut not be
limited to, information on:

@) the objectives for health and safety;

(b) the industry standards, safety measures and proeethat will
be used

(c) Risk Assessments and measures for mitigation of risk;

(d) handling of interfaces between the participanth@Petroleum
Operations and the follow-up of Stlontractors’ activities;

(e) operation and maintenance requirements;

() measures for assessment of health and safety menfice
including criteria for determining whether the hbadnd safety
objectives have been met;

(9) job safety analysis methodology to determine octapal
health and safety issues;

(h) access to preventive and curative medical servizesaid and
medical equipment and personal protection devices;

0] handling of hazardous substances in case of spedgks
including, but not limited to, safe storage and myaecy
response measures including specific measures ardleto
hazardous substances in case of specific risks asidpillage,
leak, fire, collision and explosions;

()] required training programmes relevant for the PRetro
Operations;

(k) monitoring, reporting and auditing;
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(6)

(7)

(8)

16.12.
1)

(@)

)] measures and mitigation actions to handle non-camg# and
how information obtained therefrom will be usedr¢wise the
Health and Safety Plan and health and safety manual;

(m) command structures, including division of commandiuding
company positions and all relevant contact detdis
emergency response;

(n) emergency procedures, emergency communicationensgst
and back-up power supply, lighting, alarm systeinallast
control, fire-fighting equipment, and emergency tsthown
systems:

(o) evacuation, escap@d rescue measures;

(p) accident response facilities to be used and sugmwvistaff
responsible for actions and investigations that!| vk
performed by the Authorised Person in the evena dflajor
Accident Event during Petroleum Operations;

(@) any other mtters of importance for health and safety; and
n such other information as the Ministry may require.

any relevant health and safety studies, backgraofarmation or
other documentation that may assist review by theidtty of the
proposed Health and Safety Plan shall also be gtdaimi The
Authorised Person shall ensure that records andindects are
retained and maintained in a manner sufficient tplement the
Management System. All records and documentatiai be dated
with dates of revision and be readily available alahtifiable.

An Authorised Person shall prepare a revised Health Safety Plan
in case of any significant modification, change rew stage of
existing Petroleum Operations not already catecedrf an existing
Health and Safety Plan.

The Authorised Person shall review the Health aatetg Plan as
requested by the Ministry and, when necessaryseevie Health and
Safety Plan.

Safety Case

the purpose of a Safety Case is to ensure health safety
performance in Petroleum Operations during eaalpestd the life of
a Facility.

prior to the commencement of construction, inatedh, operation,
modification or Decommissioning of a Facility, amtAorised Person
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3)

(4)

(5)

(6)

(7)

shall prepare a Safety Case, or as the case may teejsed Safety
Case, in writing.

An Authorised Person shall submit a Safety Case r@vised Safety
Case to the Ministry for its consent not later thamety (90) days
prior to planned commencement of Drilling OperasiolVorkover,
construction, installation, modification, operation or
Decommissioning of Facilities, and other auxiliagtivities or when
requested by the Ministry.

The Ministry may waive or modify the requirement éoSafety Case
at its own discretion. The Ministry may also reguine submission of
a bridging document in relation to one or more aases or Health
and Safety Plans.

The Ministry will provide the Authorised Person Wwits decision in
writing within reasonable time of receipt of allgrered data and
information. Where a Safety Case is not consenibedMinistry shall
state the grounds for its decision. The AuthoriBedson may modify
and re-submit the Safety Case within a timefranqgulstted by the
Ministry.

the Safety Case shall be appropriate to the Raailitl the activities to
be carried out at the Facility and be a true réftdecof the state of
safety arrangements for an existing or proposedityadhe Safety

Case shall also identify methods to be used for itoong and

reviewing all activities in connection with the Hag, with a view to

the continuous improvement of safety of the Facilit

the Safety Case shall demonstrate to the satisfacti the Ministry
that the Authorised Person:

@) is fully aware of the activitietaking place at the Facility;

(b) has ensured that the relevant part of the Manage8ystem is
adequate to ensure compliance with the Applicable Law;

(c) has a clear understanding of the safety criticgleets that
influence risks at the Facility;

(d) clearly understands the controls that are crittbamanaging
and minimising risks to personnel at the Facility;

(e) has reflected industry best practice and the avilitha of
technology in developing appropriate risk manageamen
controls; and

() is clear on how safety will be assured in the evehtan

emergency.
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(8) a Safety Case shall relate to an activity and epexcific Facility or
proposed Facility in a specified location and shalitain:

(a) a Facility description that shall place emphasisthe design and
operating philosophy of the Facility. The Facildgscription shall
demonstrate that the Facility has been designedcanstructed to a
standard that meets its operational needs, and alhangineered
control measures for Major Accident Events havenhdentified and
are in place

(b) a Formal Safety Assessment that shall be emphasipediajor
Accident Events and contain a detailed descriptiban assessment
or series of assessments conducted by the Autkddfieeson to reflect
comprehensive and systematic Risk Assessment aldingty and of
the Facility.

(c) relevant information relating to the part of the dgement System
that is designed to ensure compliance with appkcdiealth and
safety legislation and Good Oil Field Practices ahdcontinuously
identifying and reducing risks to a level as low @asonably
practicable for the activity and or at Facilities.

(d) any other information in relation to risk managemas reasonably
required by the Ministry.

(9) The Authorised Person shall review and update rerslibmit the
Safety Case for the Ministry’s consent:

(@) if there is reason to suspect it is no longer valid

(b) within a period that does not exceed five (5) CdéenYears
from the date of consent of a currently-in-forcéeBaCase;

(c) in case of any proposed significant modificatiompansion,
other change of design or new stage in the life lB&cility; and

(d) when reasonably requested by the Ministry.

(10)  An Authorised Person shall liaise with the Ministrggarding the
requirement for a Safety Case or a revised Safeisyeefore the
submission of any application for consent requipegisuant to the
Regulation.
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(11)

(12)

16.13.
)

(2)

3)

16.14.
1)

)

16.15.
1)

The Ministry may grant provisional, time limited rsent for Safety
Case within a time frame sufficient for verifyinigat the Safety Case
Is a true reflection of the above requirements.

The Authorised Person shall not commence the RetmolOperation
before the Safety Case is consented in writing.

Health and Safety Committee

An Authorised Person shall establish a Health aaiét$ Committee

prior to the commencement of Petroleum Operatidhs. Health and
Safety Committee shall be chaired by a qualifiednioer of the

Authorised Person’s senior management and it sleatheet at least
once every Calendar Quarter in a Calendar Year.

The Health and Safety Committee shall:

€)) assist in developing and implementing measuresi@neview

and update measures used to protect the healtlsadaty of
workforce personnel; and

(b) facilitate co-operation between the Authorised &ersSub-

Contractors, and members of the workforce.

The Health and Safety Committee shall record atalreninutes of
its meetings.

Health and Safety Monitoring

An Authorised Person shall carry out regular testbecks,
inspections, calibrations and examinations on Fed| including all
equipment and their operation, and on ManagemesteB8y and
Petroleum Operations as required by Good Oil Fiefdctice or
Applicable Law, and document their effect on heald safety.

An Authorised Person shall ensure that informatod data derived
from monitoring in accordance with Article 16.8 (@)significance to
health and safety are collected, processed andfaséthplementing
remedial and preventive measures, including impreme of the
Management System, Health and Safety Plan, Safage ©r other
systems and equipment.

Health and Safety Performance Reporting

An Authorised Person shall produce an annual heatith safety
performance report and monthly Health and Safetgdty Reports
for Petroleum Operations. annual health and safetsformance
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(2)

3)

16.16.
)

(@)

report and Health and Safety Update Reports skatubmitted to the
Ministry.

Health and Safety Update Reports shall reflectHB& performance
of the activities carried out, the Facilities invell and the
Management System.

The Ministry may instruct the Authorised Persomidude additional
information in the reports mentioned in 16.9 (19 éB) as required.

Incident Notification and Reports

An Authorised Person shall promptly notify the Mimy and other
relevant authorities of an emergency, Major Acctdevent and Other
Health and Safety Incidents. An Authorised Persball skeep the
Ministry and other relevant authorities continuguspdated on the
development and of the measures that it plans péemment.

An Authorised Person shall file a report as sa®practicable after a
Major Accident Event but no later than twenty fo(#4) hours
following its occurrence. In case of Other Healtidl &afety Incidents
a report shall be filed as soon as practicablenioutater than thirty
(30) days following its occurrence. Such reportallshe in writing
and contain, at a minimum, the following informaticelated to the
Major Accident Event or Other Health and Safetyideat:

(@) the date, time, location (coordinates and namd-iefd, if

applcable);

(b) a description of the Major Accident Event or Othialth and

Safety Incident;

(c) details on the equipment or Facility involved irdihg type and

name;

(d) a description of the Petroleum Operations and o#lc@vities

being carried out at the time of the Major Accid&went or
Other Health and Safety Incident;

(e) the extent of damage sustained, categorised ddds$a severe

damage, significant damage, minor damage, inclugnmary
losses and secondary impacts on operations;

() details of actual or likely environmental impactssulting

therefrom;

(9) the number of fatalities or injuries (if any) sustl as a result

therefrom;
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3)

(4)

(h) the name, address and telephone number of injueexbps, if
any;

(1) the relation of injured person or persons to thérdRum
Operations including the name of the employer;

()] the name, address and telephone, including allnbasi and
mobile, numbers of the person responsible for iigasng the
Major Accident Event or Other Health and Safety Incident;

Major Accident Event or Other Health and Safetyideat to
mitigate the impacts of the incident, and proposechediate
actions to be taken in the future to minimize tikelihood of
the incident reoccurring.

An incident investigation shall be initiated aspily as possible for
a Major Accident Event, considering the necessitysecuring the
scene, protecting personnel and the general pubhd the
environment. The purpose of an incident investayais to learn from
the Major Accident Event and to contribute to praveimilar future
Major Accident Events. The investigation shall benducted by
personnel or a Third Party Consultant designatedhbyAuthorised
Person, who shall possess the legal, technical ciiner expertise
required and have knowledge of appropriate invasbg techniques.
Representatives from the Ministry shall have tigatrio participate as
observers in the investigation. The investigatibausd be carried out
and its findings and recommendations produced timaly manner,
in order to address:

(@) the nature of the Major Accident Event;

(b) the factors that contributed to initiation of theajgr Accident

Event and its escalation/control; and

(© recommended changes identified as a result of

investigation.

The Ministry may appoint a special commission afumy in cases of
serious near misses that may have had a poteotidddjor Accident
Events or in cases of Major Accident Events in tPetroleum
Operations. The members of the commission shabgsssthe legal,
technical and other expertise required and havewlauge of
appropriate investigation techniques. The commissicinquiry may
require the Authorised Person and other partieslved in the Major
Accident Events to provide the commission with miation which
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the



()

(6)

16.17.
)

(@)

3)

(4)

may be relevant to the investigation, and that tiségall make
available documents, Facilities and other objetts @lace where it is
suitable for the investigation to take place. Theth®drised Person
shall be required to cover the costs in conneatiith the work of the
commission of inquiry.

A corrective action program shall be establishezsedaon the findings
of the investigation, in order to analyse Major Went Event for
common root causes. The corrective action progmara follow-up

system to the Major Accident Event analysis proceslu The
corrective action program shall be submitted to Miaistry for its

consent.

Findings of the investigation should be reportedh® Ministry and
retained by the Authorised Person. The Authorisedséh shall
establish a system to determine and document #pomee to each
finding, to ensure agreed-upon actions are comgleB®ocumentation
detailing completion of the agreed-upon actiond é submitted to
the Ministry for its review and consent.

Audit

The Authorised Person shall at its own cost cantyam annual Health
and Safety Audit of those parts of the Managemgste®n that relate
to health and safety, any Health and Safety Plants any Safety
Cases in order to determine and demonstrate tes¢ timeasures have
been implemented correctly and are being maintairibdt the
relevant goals have been met and continue to be andt that
adherence to Performance Standards is verified.

The annual Health and Safety Audit shall be caraetdwithin sixty

(60) days from the end of the Calendar Year covénedhe annual
health and safety performance report. The Minigtgy request that
such annual Health and Safety Audit shall be cawwigt by a certified
health and safety auditor.

The Health and Safety Audit shall be documentednraudit report

which shall state the name and qualifications eftiralth and safety
auditor, the date of Health and Safety Audit andcdbe any

deficiencies, conclusions, recommendations andifgignt concerns

of the health and safety auditor. A copy of thewat Health and

Safety Audit will be submitted to the Ministry withthirty (30) days

of completion of the audit report.

Following each annual Health and Safety Audit, thethorised
Person will determine and document an appropries@anse to the
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16.18.
)

(@)

3)

(4)

16.19.

(1)

(2)

audit findings and assure satisfactory resolutiohrough
implementation of appropriate actions.

Safe Work Practices

An Authorised Person shall establish and implemsafe work

practices designed to render the level of riskBatroleum Operations
as low as reasonably practicable for all activitiesluding those

conducted by the Authorised Person’s services gerssj contractors
and Sub-Contractors.

Safe work practices shall be based on analyses pifmatide the

necessary basis for establishing such practiceenwarrying out and
updating such analyses, suitable models, methatislaa recognized
by Good Oil Field Practice shall be used. The psepof each

analysis shall be clear, as well as the conditigmgmises and
limitations that form its basis. Criteria shall bet for carrying out
new analyses and/or updating existing analysesse of changes in
conditions, assumptions, knowledge and definitittrad, individually

or collectively, may influence the risk associateith the Petroleum
Operations. The Person shall maintain a comprehermsierview of

the analyses that have been carried out and arrwiag. Necessary
consistency shall be ensured between analysescomaplement or
expand upon each other.

Safe work practices shall be documented in writisga part of the
Management System. Such documentation shall belyeadilable
for all relevant personnel where Petroleum Openatiare conducted
in the form of a health and safety manual. Foredocations, site-
specific safe work practices may be appropriate.

when selecting Sub-Contractors pursuant to Artidlé.13, an
Authorised Person shall obtain and evaluate inftionaregarding a
Sub-Contractor’'s safe work policies and practi@ges] performance
thereunder, and the Sub-Contractor's proceduresdtgcting Sub-
Contractors.

Quialifications and follow-up of Sub-Contractors

prior to entering into a sub-contract, an Authatiseerson shall
ensure that the Sub-Contractors performing wor&atly or indirectly
for them understand and are qualified to fulfil thequirements
relating to health and safety established in A@gflie Law.

An Authorised Person shall follow up to ensure thmErsons
mentioned in Article 16.13(1) comply with relevarequirements of
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Applicable Law while performing assignments in ceation with
Petroleum Operations.

(3) The process for selection of Sub-Contractors dtmltiocumented in
order to demonstrate compliance with this Artice1B (1) and (2).

16.20. Capabilities and Training

(1) An Authorised Person shall provide information,tiastion, training
and supervision in appropriate languages necessargrry out work
related to Petroleum Operations.

(2) An Authorised Person shall ensure that all persomuotuding Sub-
Contractors are provided with adequate health afetystraining and
exercises, so that the personnel are always abilaridle operational
disturbances, Other Health and Safety IncidentsMajpbr Accident
Events in an effective manner. Training shall asn@imum be
provided in connection with:

€)) initial arrival at the Facilities; and
(b) exposure to new or increased risks.
(3) the training referred to in Article 16.14 (1) ar®] shall:
(@) be repeated periodically where appropriate; and

(b) be continuously adapted to take account of any meehanged
risks.

4) An Authorised Person must take adequate steps gorerthat all
personnel have understood the safety informatiesgqzhon to them.

16.21. Emergency Response Plan

(1) in the event of an emergency an Authorised Perksalh sndertake all
necessary actions required to mitigate any dangelamage to life,
health or property, whether or not such actionnesluded in the
emergency procedures established by Article 16.2% (The
Authorised Person shall in accordance with Artit@10 promptly
inform the Ministry of such actions.

(2) An Authorised Person shall establish and, whereessary, give
effect to efficient and appropriate emergency pdoces. Emergency
procedures shall amongst other be based on riskss&sents
undertaken in Health and Safety Plans and Safesg<Cd&mergency
procedures shall be documented in writing as a mdrtthe
Management System. Such documentation shall belyeadilable
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3)

(4)

16.22.
)

@)

3)

16.23.
)

for all relevant personnel where Petroleum Openatiare conducted
in the form of an emergency response manual.

the emergency response manual will set out theegdwoes and
actions to be taken in the event of emergency rgrisluring the
conduct of Petroleum Operations with a view to ishegkfficiently
with emergencies which may lead to, or has ledMajor Accident
Events, Other Health and Safety Incidents , Majovibnmental
Incidents or major damage to property.

An Authorised Person shall:

(@) regularly review and update the emergency procedairel

response manual;

(b) ensure that personnel are aware of all emergenngyedures

are have the response manual readily available; and

(c) develop, implement and practice at regular interemhergency

drills.

Emergency Routes and Exits

An Authorised Person shall in all Facilities prowic sufficient
number of suitable emergency routes and exits ablerall personnel
to reach a place of safety directly and quicklgha event of danger,
considering the type and source of emergency, @ndmum number
of personnel and their location in the Facilities.

all emergency routes and exits provided and anyoagpes to these,
shall be kept clear and free from obstruction, betgqeted from
degradation and impairment in order to at all angt ames allow
egress to the safe area, and, be provided witlhgemey lighting.

all emergency routes or exits shall be clearly gatid by suitable
signs.

Diving Safety

prior to carrying out diving work, an AuthorisedrBen shall ensure
that diving activities are covered by its Managetriystem or that of
any diving contractor engaged. The Authorised Retall ensure
that the relevant part shall be submitted for cohbég the Ministry.
The Management System shall specify the standardoole of
practice that will be used for the diving work. eliManagement
System shall provide for all activities connectethvhe diving work
to be undertaken and shall, as a minimum, address:
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€)) preparation of an appropriate Diving Plan

(b) the continuous and systematic identification ofdneg related
to the diving work;

(c) risk for injuries or damages;

(d) elimination of risks to persons involved with the diving work;

(e) inspection and maintenance of, and testing progréons
equipment and hardware integral to the control of risks;

) communications between persons involved in the diving work;

(9) appropriate Performance Standards; and

(h) programme of continuous improvement and systentliange

management.
0] As a minimum, the Diving Plan shall include:
0] a description of the diving work to be undertaken;
(i) hazard identification;
(i) a Risk Assessment;
(iv) a safety management plan;

(v) job hazard analyses for the diving work;
(vi) an emergency response plan; and

(vii)  arrangements in the Management Plan and the S@fetg
for simultaneous operations and emergency response.

()] as part of its review and prior to the issuanceaisent, the
Ministry may require inspection and verification tbie diving
part of the Management System and the Diving Plgn b
Ministry-appointed health and safety inspectorshvgipecialist
knowledge of the diving industry.

(k) updates to the Diving Plan shall be made by thehduged
Person and consented by the Ministry whenever noatibns
to the diving work are proposed that create a Boamt
increase in the overall level of risk.

()] An Authorised Person shall revise, or cause toevésed, the
diving part of the Management System:
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16.24.
1)

(@)

3)

(4)

()

0] if developments in scientific or technical knowled@r
in the assessment of hazards relevant to divind wer
be undertaken in the TLEA make it appropriate to do so;

(i) if the diving contractor proposes to make a sigatiit
change to the method of operation, to procedures or
equipment;

(i) if required to do so by the Ministry

(iv) if a number of minor changes together result in the
Management System being significantly differentriro
the Management System consented by the Miniatrg

(v) at the end of each period of 3 (three) years frioendate
of the most recently consented Management System.

Safety Zone

The Ministry may, where necessary, establish safetes around and
above Facilities with the exception of Pipelined aables.

the breadth of safety zones shall be based oncaydi international
standards and be reasonably related to the Fa&lafety zones shall
not exceed a distance of 500 metres around thersured from each
point of their outer edge, except as authorisedjdryerally accepted
international standards.

established safety zones shall only be markeceiththorised Person
or the Ministry consider it necessary. Any markisgall be in
accordance with international marking rules. Thaistry can require
markings to be altered.

The Authorised Person shall ensure necessary pabhouncement
well in advance of the establishment of a safetynezoSuch
announcements shall be published in two (2) newesapf general
circulation in Timor-Leste of which one shall bebjished in one of
the official languages of Timor-Leste, on the Minyswebsite, and in
any other manner determined by the Ministry. Anraaiments shall
contain information about the safety zone and thplieable

prohibitions or restrictions. The zone's locatiertent and duration,
together with possible marking and other necessdoymation shall

also be stated.

Safety zones shall cease to exist when the conditicarranting their
establishment no longer exist, or when the zonpgliable time
period has expired. The discontinuation of a sataigpe shall be
announced in accordance with Article 16.18 (4).
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(6) where the Authorised Person considers establishofemtafety zone
unnecessary based on an assessment of safetysfabruthorised
Person may apply to the Ministry to refrain frontagdéishing a safety
zone. Such application shall be submitted to theidttly no later than
together with the Development Plan.

(7) The Authorised Person shall monitor all activitgide safety zones.
The Authorised Person shall also monitor what happmutside the
zone when such activity can result in a safety fiskthe Petroleum
Operations.

(8) no Person, other than a Person authorized by tileoAsed Person or
the Ministry shall enter the safety zone around ailfy. The
Authorised Person shall alert a vessel that ifénprrocess of entering
a safety zone when it is not authorised to enterh sarea. The
Authorised Person shall also alert vessels outsidafety zone if the
vessels could constitute a safety risk to the Ratro Operations. If
an object could constitute a safety risk to theddeim Operations,
the Authorised Person shall alert the party resptan$or the object,
if possible.

(9) The Authorised Person shall alert the Ministry ime tevent of
situations as mentioned in Article 16.18 (8), whidmn result in a
serious safety risk for the Petroleum Operations.

(10) The Authorised Person shall report violation ofesafzones to the
appropriate police authority and the Ministry actiog to procedures
stipulated by the Ministry.

(11) in the event of violation of safety zones and ingkrous situations as
mentioned in Article 16.18 (8) the Authorised Pershall, to the
extent possible and safe, refuse entry to vesselsbjects. Such
refusal of entry can consist of instruction or dspmn. If safety zones
are violated by vessels or objects, and the vmtaéntails a serious
safety risk for the Petroleum Operations, the m@fusf entry can
consist of physical measures. This also appliese#sels or objects
outside safety zones entail such risks, and théadgiged Person has
given warning as mentioned in Article 16.18 (8).

16.25. Further Health and Safety Regulation

The Ministry, may develop further specific healtmdasafety regulations,
guidelines or standards, where necessary, to ingierthe objectives of the
Regulation.
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17.ENVIRONMENTAL AFFAIRS

17.7. Environmental Assessment and Environmental Impact
Statement

Prior to carrying out Petrroleum Activities an Aatlsed Person shall ensure
submission of Environmental Impact Assessment, fBnwmental Impact

Statement, Environmental Management Plan, EnvirosaheDecommissioning

Plan or other submission to the Environmental Adthoas required by the

applicable law...

17.8. Waste Management

(1) An Authorised Person shall ensure that waste iglledrand managed
in accordance with the Environmental Managementn Pénd
Applicable Law.

(2) An Authorised Person shall ensure that all Wasteehtd, drilling
fluid and drill cuttings generated at a Drill Sitge handled and
disposed in accordance with Applicable Law, andrafibtaining the
necessary approvals and permits.

(3) An Authorised Person shall ensure that:

(@) Petroleum produced during Formation Flow Teststases in
suitable tanks or flared in a manner approved bg th
Environmental Authority;

(b) where an oil spill occurs, no countermeasures chamical
nature are used without the approval of the Enwiremtal
Authority unless, during the delay required to abtahe
approval, there is a severe threat to the safetyeavsons,
property or the environment that can be lessenedsumh
countermeasures;

(© waste fuel, oil or lubricant is collected in a ddssystem that is
designed for the purpose; and

(d) stored waste fuel, oil or oily material is trangedrin a suitable
container and properly disposed of at a facilitpraped by the
Environmental Authority.

(4) The Authorised Person shall ensure that:

(@) all sewage and other domestic Waste Material thahim
contribute to pollution is disposed of in a manapproved by
the Environmental Authority;
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(b) spent acid or excess acid is disposed of in a map@oved by
the Environmental Authority; and

(c) all trash, including glass, wire, scrap metal andstics, is
properly disposed of at a facility approved by BErevironmental
Authority

17.9. Liability for damage to the environment

The Authorised Person shall pay compensation inordenice with the
Environmental Framework Law and other ApplicablewLeegardless of fault
where the Authorised Person has caused damage &mtironment.

17.10. Liability for third party claims

The Authorised Person shall defend, indemnify amid harmless the Government
and Ministry from all claims by third parties resng, directly or indirectly, from
Petroleum Operations, in accordance with the Ratrol Act Article 28. The
Ministry shall give the Authorised Persons promgptice of any such claim and
shall not settle it without the prior consent o thuthorised Person.

17.11. Restitution

if an Authorised Person in violation of Applicalllaw has caused damage to one
or more environmental components, the Authorisedd®eis obliged to restore the
environment, or pay compensation, pursuant to #eedLaw of Environment and
appurtenant regulations.

17.12. Liability and restitution for unauthorised activiti es

a person who engages in Petroleum Operations dtier pursuant to an
Authorisation is liable and/or responsible to restthe environment pursuant to
the Petroleum Act Article 16.

18.LOCAL CONTENT

18.7. Presence in Timor-Leste
An Authorised Person shall:

(@) if required by Applicable Law, establish a companyegister a
permanent representation under Tinheste law;
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18.8.
)

@)

3)

(4)

(b) maintain an organisation in Timor-Leste which ipalale of
managing the Petroleum Operations in accordanch thie
Applicable Law from Timorteste;

(c) have a representative in charge of the office imoFiLeste
who shall have full authority to act and to entatoibinding
commitments on behalf of the Authorised Person; and

(d) in respect of Petroleum Operations, open and mairda
account with a bank in Timor-Leste and ensure @ah@ainimum
of ten percent (10%) of the total value of finahd¢ransactions
are made with or through Timorese financial insititos.

Annual Local Content Plan

An Authorised Person shall prepare and implemenaramual local
content plan.

the annual local content plan shall be submitteth& Ministry for

approval within reasonable time after the awardth@f Petroleum
Contract or Prospecting or Access Authorisation tredeafter on an
annual basis either:

(@) together with work programmes and budgets required
accordance with Article 4.2, 6.2 anud

(b) where the abovementioned Articles do not applyhiwisixty
(60) days prior to the end of a Calendar Year.

the annual local content plan shall be based onLtwal Content
Proposal, any plans for local content compliancénstied in
accordance with Articles 4.1, 6.2 or 10.1, and llocantent
requirements established in Applicable Law. Theuahtocal content
plan shall demonstrate how the Authorised Persanspio:

€)) comply with the aforementioned local content obligations; and

(b) ensure and follow up that its’ Sub-Contractors clymyth the
aforementioned local content obligations.

The annual local content plan shall at least inelwith respect to the
following Calendar Year:

€)) a plan for fulfilling the applicable Timorese conte
requirements with respect to the use of Timor-L&beds and
Timor-Leste Services including a contracting andcprement
strategy and a procurement plan;
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()

(b) a plan for the transfer to the Ministry of advashce
technological know-how and skills related to Petuoh
Operatims while carrying out Petroleum Operations;

(c) a detailed employment plan listing planned emplaynie each
of the following categories: unskilled labour, &l labour,
clerical, technical and supervisory, management and
professional including a description on the procéssbe
utilised for employing personnel and what actiomet twill be
taken to ensure employment of Timorese nationals;

(d) a detailed training plan with a breakdown of thdlskeeded,
anticipated skill shortages in the Timorese lakfoure, project
specific training requirements, and the anticipaependitures
that will be made in implementing the training plan; and

(e) such other information as may be requested by timesivly.

The Ministry evaluates the annual local contenhgta approval. In
its evaluation, it may take previously submitteddlbcontent reports
and the local content performance of the Persam ¢onhsideration.
The Ministry may stipulate conditions for its apygabto reflect Good
Oil Field Practice or to meet the requirements pplicable Law.

(6). The Ministry will provide the Authorised Persavith its decision in
writing within reasonable time of receipt of thenaal local content plan.
Where an annual local content plan is not approttesl Ministry shall state
the grounds for its decision. The Authorised Persay modify and re-submit
the annual local content plan within a timeframewated by the Ministry.
The ministry may also consider reasonable penaltiesanctions due to
incompliance made by the Authorised Person.

18.9.

Local Goods and Services

18.3.1 Preference for Timor-Leste Goods and Timor-Leste Swices

(1)

(@)

An Authorised Person shall ensure that practiselspsacedures for
procurement of goods and services in connectioh adtivities that
are comprised by the Regulation provide full and é@portunity to

Timor-Leste Suppliers, encourage the use of Timesté Goods and
Timor-Leste Services, be based on competition angetmall

applicable requirements and fulfil all relevant dbccontent

obligations to give preference or consideration Tonor-Leste

Suppliers, Timor-Leste Goods and Timor-Leste Sesvic

An Authorised Person shall:

(@) acquire Timor-Leste Goods of acceptable quality cwhare

available for sale and delivery in due time at g@siovhich are

120 | 144



no more than ten per cent (10%) higher than therteg items
including transportation and insurance costs andtooos
charges due;

(b) contract Timor-Leste Services to the extent theysamilar to

those available on the international market andr thaces,
when subject to the same tax charges, are no rharetén per
cent (10%) higher than the prices charged by foresgb-
Contractors for sintar services; and

(c) ensure that provisions in terms of Article 18.2]) (@) and (b)

above are contained in contracts between an AghdiPerson
and its Sub-Contractors.

(d) Where no Timor-Leste Suppliers are available, pesfee shall

be given to foreign suppliers who utilize Timor-tee$00ds to
the maximum extent possible Including the suppliedso
potential partner with Timor-Leste

18.3.2 Requirements for Procurement

(1)

@)

3)

(4)

The procurement practices and procedures used bgusmorised
Person shall comply with the principles stated rticde 18.3 (1). All
goods and services shall to the extent possiblepurehased or
contracted on an arm’s length basis, by competitvelering and in
accordance with international procurement practises

All invitations to tender made for the purposegfcuring goods and
services shall be published in two (2) newspapersgeneral
circulation in Timor-Leste, on the Ministry websitnd in any other
manner determined by the Ministry.

An Authorised Person shall keep the Ministry fulddvised of
procurement practices and procedures, including amxysting
framework agreements that may be relevant for tle¢roRRum
Operations to be undertaken, and shall providéhéoMinistry such
additional information concerning procurement plansactivities as
the Ministry may request. The Ministry may requitbat an
Authorised Person changes its procurement plamsder to comply
with the Local Content Proposal, any plans for locantent
compliance submitted in accordance with Article$, 4.2 or 10.1,
and local content requirements established in &Apple Law.

In order to ensure that Timor-Leste Suppliers hagpgal opportunity
and treatment in relation to other companies iavite submit
proposals for supplying goods or services, an Augled Person shall:
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@ keep itself updated about Timor-Leste Suppliersabbgp of
meeting supply needs, through trade associatioade tunions
or other informed sources;

(b) publish tender documents in one of the officialgiaages of
Timor-Leste in addition to English;

(© ensure that the procurement process documentsidingl the
invitation to tender, the scope of work, the speaiions, the time
limits for tenders and the terms of delivery aré foomulated in
such a way that Timor-Leste Suppliers are undubtueled or
that are unnecessary to ensure that the purposaheof
procurement is fulfilledand

(d) only require technical qualifications or certifiats of Timor-
Leste Suppliers which are equal to those requirech fany
foreign suppliers. .

18.3.3 Requirement for Prior Notice

1)

@)

3)

An Authorised Person shall provide prior writtentioe to the
Ministry of the intention to commence any process fthe
procurement of goods or services,

The notice shall be provided at the earliest pcable date but in any
event no less than twenty (20) days prior to thermencement of the
procurement process or, if applicable, thirty (3jys prior to

entering into a binding agreement for procuremehnigaods and

services.

The notice shall provide a summary of the planneacyrement,
including:

€)) the estimated value of the procurement;
(b) the nature of goods and services to be procured;

(c) the draft scope of work, including an overview diet
qualifications and certifications foreseen to beuied to
perform the scope of work;

(d) a summary of the terms of the contract;

(e) the technical specifications of the relevant goadd services,

any other technical or commercial requirements, dne
minimum  qualifications and experience expected of
participating companies or persons; and
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() relevant details on the procurement process, iiodud
procurement method, timeframes, publication methadsard
criteria and their relative weight in the evaluatio

4) The Ministry may, within fifteen (15) days of repeiof the notice
issue a direction in writing to the Authorised Rerso:

€)) change any of the elements listed in Article 18(3)3letter (b)
—(f); or

(b) to annul the planned procurement

if the Ministry deems such change or annulmenteisessary to ensure fulfilment of
Local Content Proposal, any plans for local conteampliance submitted in
accordance with Articles 4.1, 6.2 or 10.1 or compte with any local content
requirements established in Applicable Law.

18.3.4 List of pre-qualified Sub-Contractors

(1) In order to ensure efficient procurement processesAuthorised
Person may establish a list of qualified suppl@rsSub-Contractors
who are identified as pre-qualified Sub-Contractéws specified
activities.

(2) Where such lists of pre-qualified suppliers or ®ldmtractors are
established, the Authorised Person shall provideMmmistry with the
list of the entities to whom the Authorised Perpooposes to send an
invitation to tender.

(3) Such lists shall thereafter be regularly reviewed @ necessary
updated by the Authorised Person. The Ministry meguire the
Authorised Person to add or delete suppliers frarchslist after
consultation with the Operator or the AuthorisedsBe.

18.3.5 Other Information to be provided to the Ministry

(1) The Authorised Person shall, promptly after awagdancontract or a
call-off for purchase under a framework agreementtlie supply of
goods and services in connection with activitied ire comprised by
the Regulation, provide the Ministry with a detdileeport on the
reasons for the award together with a copy of tgeesl contracts or
the call-off for purchase. Upon prior agreementhwithe Ministry
such copies may be submitted electronically.
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(2) When requested by the Ministry, an Authorised Rersoall within
sixty (60) days submit to the Ministry details adogls and services
actually procured both from suppliers based insigie outside Timor-
Leste.

18.10. Training and Employment of Nationals

18.4.1 Employment of Timor-Leste Nationals

(1) With the exception of the minimum of specialisesquired, an
Authorised Person shall, to the maximum extent iptessemploy,
and require Sub-Contractors to employ Timor-Lestgonals having
the requisite qualifications and experience.

(2) The Ministry may require that certain categoriepefsonnel shall be
held by Timorese nationals onlif.the TL labour market does not
meet the certain categories then internationalualoan fill in within
the certain timeframe while TL nationals are unaldrtg training

(3) Employment of international labour in accordancthvérticle 18.4.1
(2) above shall be subject to prior approval frava Ministry.

4) Subject to Article 18.4.1 (1) an Authorised Persball not engage in
discriminatory practices on grounds of race, tribationality or
gender in the conditions of service provided forspanel. Timor-
Leste nationals shall be employed on the same tonsgliwith regards
to health, social security and work as nationalsotbfer countries
performing substantially similar duties and resploiiges.

18.4.2 Employment and Contracting Practices

When seeking to employ or to contract personnebimmection with activities that
are comprised by the Regulation, an AuthoriseddPesball:

€)) advertise such positions in two (2) newspapers @fecal
circulation in Timor-Leste, on the Ministry websitnd in any
other manner determined by the Ministry.

(b) ensure that any requirements of Applicable Lawespect of
the advertising of, and recruiting for, positioms fllowed;

(© ensure that nationals of Timor-Leste are employed o
contracted on remuneration and other terms that dad
comparable with those offered to other employeed @nb-
Contractors with the same functions and experiesed,in any
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event meet the requirements of Applicable Law ay tielate to
employing or contracting nationals of Timbeste; and

(d) ensure that provisions in terms of Article 18.42t0 (c) above
are contained in contracts between an AuthorisesoReand its
Sub-Contractors.

18.4.3 Training

(1) An Authorised Person shall ensure that Timor-Lestigonals receive
appropriate training and instruction in accordamgéh applicable
local content requirements and obligations and th@ader
development goals of Timor-Leste.

(2) In consultation with the Ministry, an AuthorisedrB@n shall prepare
and implement training plans to train Timorese oradls for certain
categories and functions in all aspects of Petrol€@perations. The
objective of such plans shall be amongst otheratserthe level of
competence among Timorese employees so that thgytaka over
positions at all levels of the organization of amiorised Person.

18.4.4 Information on Employment and Training

An Authorised Person shall keep the Ministry fudlyvised of its employment and
training practices and procedures and shall protadbe Ministry such additional

information concerning related plans or activitassthe Ministry may request. The
Ministry may require that an Authorised Person desnits employment and
training plans in order to comply with the Localr@ent Proposal, any plans for
local content compliance submitted in accordanaé Wrticles 4.1, 6.2 or 10.1,

and local content requirements established in &Apple Law.

18.11. Technology and Knowledge Transfer

An Authorised Person shall encourage and facilttageformation of joint ventures and
the partnering and the development of licensingeagents amongst Timor-Leste

Supplier and foreign Sub-Contractors for the puepot transfer of technology and
knowledge.

18.12. Reporting

(1) An Authorised Person shall, within sixty (60) dafter the end of a
Calendar Year submit to the Ministry an annual laoatent report.
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(@)

3)

(4)

18.13.
)

The annual local content report shall provide aroant of how the
Authorised Person has complied with the Local ConRroposal, any
plans for local content compliance submitted inoadance with
Articles 4.1, 6.2 and 10.1 and, if applicable, #mnual local content
plan for the relevant year.

The annual local content report shall, for the psgs of Article
18.3.1 (2), state the following information:

@) the amount of expenditure incurred directly, or iiectly

through its Sub-Contractors on Timor-Leste Goods$ Bmor-
Leste Services;

(b) the local investment percentage in the ExploraBeniod, the

Development and Production Period and the Deconmonisg)
Period, as may be applicable;

(© a detailed description of the procedures adopteddeatify

Timor-Leste Suppliers;

(d) an overview of all personnel employed either oroat@act or

on a permanent basis, which lists the names afraployees
and a specification of their nationality;

(e) an itemisation of the training undertaken, inclgdthe cost of

the training and the names , employers and nati@slof
those trained;

() if applicable, a summary of the performance in eespf the
matters referred to above in comparison with previous years;
and

(9) if applicable, a detailed explanation of local a@orit

performance for the preceding Calendar Year contpai¢h
the projections made in the annual local conteah gor that
year, with explanations for any significant vagais.

In addition to the annual local content report,Aarthorised Person
shall, within six (6) months after the submissidntlee annual local
content report, submit to the Ministry a local @it update. The
local content update shall summarise the elemestisdlin Article

4.1, 6.2, 10.1, 18.3, 18.4 and 18.5 with respetiiegoreceding six (6)
month period.

Audit

The Ministry may require that the Authorised Persamries out a
local content audit of the compliance with appliealbcal content
requirements and the fulfilment of obligations urdken in the Local
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(2)

3)

(4)

Content Proposal, any plans for local content caanpé submitted in
accordance with Articles 4.1, 6.1 or 10.1 and amgvipusly
submitted local content plans. The audit shalldreied out at the cost
of the Ministry. The purpose of the audit is to etstine and
demonstrate that the aforementioned measures teavefolfilled and
implemented correctly and are being maintainedthatithe relevant
goals have been met and continue to be met.

The Ministry may request that such annual locateainaudit shall be
carried out by a local content auditor.

The local content audit shall be documented inwditaeport which

shall state the name and qualifications of thellooatent auditor, the
date of audit and describe any deficiencies, canuhs,

recommendations and significant concerns of theallomontent
auditor. A copy of the audit report shall be sutbedi to the Ministry
within thirty (30) days of completion.

Following each local content audit, the AuthorisBérson will
determine and document an appropriate response taudit findings
and assure satisfactory resolution through impleatem of
appropriate actions.

19.RISK OF LOSS AND OBLIGATION TO PROCURE AND MAINTAIN

INSURANCE

19.7.
)

Risk of Loss — Indemnification Right

Unless otherwise expressly provided in the relevRetroleum
Contract or other Authorisation, an Authorised Bershall be fully
responsible for and bear any and all risks, cosigenses and losses,
subject to application of proceeds actually reagiftdm insurance
obtained and maintained in accordance with thisickert 19.1,
resulting directly or indirectly from:

€)) damage to, or loss of, any personal or physicabgnty in the

Territory of Timor-Leste used in connection witletRetroleum
Operations;

(b) death or injury of any kind to any Persons; or

(© any damage to the environment,

arising from or related to the Petroleum Operatioasd shall fully indemnify
the Ministry in respect thereof.

(2)

Nothing in this Article 19.1 shall modify or limthe responsibilities
of an Authorised Person under Applicable Law.
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19.8.
1)

(2)

Requirement for Insurance
An Authorised Person shall:

(@)

(b)

(€)

(d)

ensure that insurance cover is maintained at miegi for all
Petroleum Operations which, unless decided othenmsthe
Ministry, shall be taken out with reputable inssrenot
affiliated with an Authorised Person or any Contractor;

ensure that the limits, deductibles and other teramsl
conditions of such insurance shall be commensuvatethose
customary for the industry and operations of theungato be
undertaken, shall name the Ministry, its members &s
employees as an additional insured, and obtain ftheir
insurers waivers of all rights of recourse agathst Ministry
and their insurers;

provide the Ministry with certificates clearly idéging the
coverage limits deductibles etc and the insurer agm
reflecting such insurance as required by the Regulation; copies
of full policies should be made available on demand

cause all Sub-Contractors performing Petroleum &ijmers on
behalf of an Authorised Person, to:

0] obtain and maintain any and all insurance in theesy
and amounts commensurate with those customaryein th
industry taking into account the Petroleum Openrstito
be undertaken by them, including employer’s liaaili
workers compensation and other insurances as sgfuir
by Applicable Law;

(i) name the Ministry, its members and its employees as
additional insured on the insurance policies, othan
employer’s liability and worker’'s compensation, and
obtain from their insurers waivers of all rights of
recourse against the Ministry and their insurers;

(i) ensure that each insurance policy shall survive the
default or bankruptcy of the insured for claimssiug
out of an event before such default or bankruptcy; and

(iv) provide the Ministry with certificates reflectinguch
insurance prior to the commencement of their sesvic

The Ministry may require at any time that an Autked Person, at its
sole cost and expense, commissions a report aedrgsisitly to the
Ministry and an Authorised Person by a reputablertypa
knowledgeable in such matters and acceptable to Mirastry,
advising as to the nature and levels of insurahaé should be held
by an Authorised Person in recognition of condsi@ertaining at the
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time and the specific activities contemplated untlez relevant
Petroleum Contract or Authorization.

(3) Any material change in or cancellation of insuranb&ined to meet
the requirements of the Regulations shall be matifo the Ministry
by an Authorised Person shall cause the Sub-Caatré@ provide
such notice, at least thirty (30) days prior to lsuchange or
cancellation, and the Ministry shall be providedhna replacement
certificate.

4) If the Ministry determines that an Authorised Persor any Sub-
Contractor, has not complied with the requirementie Regulations
in respect of insurance coverage, an AuthoriseddPeror such Sub-
Contractor, shall upon notice rectify the deficigpcomptly.

19.9. Type of Insurance Required

(1) An Authorised Person shall procure and maintaith wespect to and
for the duration of Petroleum Operations under thetroleum
Contract or Authorisation, insurance coverage ifocluding but not
limited to:

@ all loss or damage to Facilities and other ass@tsd long as
they are used in connection with Petroleum Oparatior no
less than full replacement value

(b) Operators Extra Expenses Coverage as per EED 8i86 w
endorsement for, Underground Blow Out, Making Welide
endorsement, Extended re-drill, Evacuation expenskme
Custody and Control this coverage to be for a mummiimit of
5 times AFE;

(c) all loss, damage or injury caused by pollution nvieonment
damage, including but not limited to cleaning upspills and
rectifying the situation, in the course of, dirgctr indirectly,
as a result of Petroleum Operations, without limitation;

(d) all loss of property or damage, death or injuryaofy kind
suffered by any third party, including but not lied to
employees of the Ministry, in course of or, dirgait indirectly,
as a result of Petroleum Operations for which arnhéxised
Person liable to indemnify the Ministry;

(e) any claim for which the Ministry may be liable reétey to the
loss of property or damage, death or injury of kimg suffered
by any third party in the course of, directly odimrectly as a
result of Petroleum Operations, and for which arthartised
Person is liable to indemnify the Ministry;
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(@)

3)

(4)

(5)

(f)

(9)

(h)

()

0)

the cost of removing wrecks and cleaning up opamati
following any accident in the course of, or dirgait indirectly,
as a result of Petroleum Operations;

a guarantee for payment of salaries, benefits addnnities
and other employment liabilities which may arisenir court
orders derived from claims made by employees cotaaby
an Authorised Person as the sole and true emptdybe same.
The validity of the policy will be not less thanr¢le Calendar
Years from the date of termination of the PetroleQontract,
and the sum insured shall be not less than thevalgai of
1+% of an Authorised Person’s payroll for employassigned
to the performance of the Petroleum Operation sulife the
Petroleum Contract during the Calendar Year prior
termination;

all loss or damage resulting from delayed starclupetroleum
Operations and business interruption; and

replacement cost coverage for the replacement dfsVead
Facilities damaged or lost.

where in respect of risks to be covered and prgraiable, an
insurance company which is a Timor-Leste supplidicty is
solvent, reliable and reinsured in to Internatiomerkets with
rating no less than Standard and Poors or AM BeatiAg or the
equivalent and offers terms and conditions no fagsurable to
the contractor than other insurers in the South Sodth East
Asia region, insurance shall be effected with sgompany,
otherwise with a company of the contractor’s choice

Insurance obtained by an Authorised Person shail stop the
collection of claims that may become apparent after end of
Petroleum Operations because such claims were ratenby a
specified date.

An Authorised Person shall promptly inform the Miny when such
insurance is obtained by an Authorised Person prSa-Contractor
and provide certificates of insurance or copiethefrelevant policies
when the same are issued.

The Ministry may require an Authorised Person tecpre and
maintain additional insurance coverage at the Nthyis sole
discretion.

The Ministry may permit other security or coverdgeliability than
insurance procured in the commercial market.
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19.10. Use of Insurance Proceeds

(1) In the event that insurance proceeds are receiyednbAuthorised
Person, the Ministry may direct by written notitatt these shall be
applied to the replacement or restitution of tlaust quo ante.

(2) In the event that an Authorised Person declinegppdy the insurance
proceeds in accordance with the directions, thegll sSmmediately
become due and payable to the Ministry.

(3) The application or non-application of insurance cpeds at the
direction of the Ministry shall not relieve an Aotised Person of any
other obligations it may have under the Applicatdev.

19.11. Insurance Coverage Assessment and Periodic Reporgn

(1) An Authorised Person shall undertake an assessofi¢hé adequacy
of coverage for insurance obtained for the Petralédperations in
light of conditions encountered, or expected t@beountered, during
Petroleum Operations and any risks identified undeisk
Assessments in accordance with Chapter 16 of tlgellR@ons or the
Environmental Regulations. Such assessment skalihdertaken as
and when needed, and, in any event, no less frdgudman once
every 24 months. In the event an Authorised Pedatiarmines that
any insurance coverage is inadequate in any resgectAuthorised
Person shall cause such insurance coverage to téiedaor replaced
so to assure the appropriate level of coverage.

20.MISCELLANEOUS

20.7. Provision of Information

(1) Information submitted in accordance with the Regoitashall be in one of the
official languages of Timor-Leste or the Englishdaage, be balanced, objective and
concise and state any limitations or uncertaintiekting to the use of the
information.

(2) An Authorised Person shall provide such informatmithe Ministry as required.

(3) Information submitted in accordance with the Retyoiashall be submitted in such
form and format as required by the Ministry.

20.8. Safekeeping duty

(1) Each Authorised Person shall make and retain amcuaad complete records as
required by the Regulation.
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(2) Where not otherwise specified in Applicable Law, Amthorised Person shall keep
full, complete and accurate records of:

a.

b.

Work Programmes and Budgatsl any amendments thereto;

Development Plans, Decommissioning Plans, Local t&un Proposals,
recruitment plans, training plans, local contemtorés, local content plans and
any amendments thereto;

details of relinquished areas;
Production of Crude Oil, condensates, Natural @ad otheproduction;

Information and data regarding exports of Crude @hdensate, natural gas
liquids and Natural Gas as well as the prices aldes of each such product
and any other products at the export point;

Information and data regarding amounts and calculabf cost recovery
Crude Oil and cost recovery Naturads;s

Information and data regarding volumes and amoahtsrofit Crude Oil or
profit Natural Gas paid to Timdreste;

All payments and contributions made to the Minisiryany other body in or
representing Timor-Leste, under Applicable Lawwasdl as details as to the
timing, amount, and computations of all paymentd aantributions due or
paid to the Ministry or any other body in or regmeng TimorLeste;

details of accidents resulting from any Petroleurpei@tions, including
number and frequency;

details on monitoring, maintenance and inspectimtgdures and the results
of monitoring, maintenance and inspection actigittenducted in accordance
with the Regulation;

details of payments or services provided pursuaiat itocal Content Proposal
or an annual local content plan;

details and reports of Environmental Impact Assesgs) Environmental
Management Plans, and any other environmental neamagt programmes,
assessments, annual environmental managementseposimilar reports as
may be required under the Authorisation or Appliedbaw, (the “Operational
Information”); and

. all information that is geological, geophysicalpgleemical or petrophysical in

nature, whether raw, derived, processed, intergretreanalysed (including
cores, cuttings, samples, and all geological, ggsipal, geochemical, drilling,
well, production and engineering data and infororgtithat the Contractors
acquire in the course of carrying out the PetroleéDperations (the “Project
Data”); and
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n. other data and information necessary to ensuretkiaMinistry can verify
whether the Petroleum Operations are carried outadggordance with
Applicable Law.

(3) As soon as practicable, and in any event no lagar thirty (30) days after acquisition
or creation, the Authorised Person shall, at thgoopof the Ministry, make available
to the Ministry at the Authorised Person’s offidgesTimor-Leste or deliver to the
Ministry to such place as the Ministry directs,gamals or copies of all Project Data.
The Authorised Person shall store, in accordande ®ood Oil Field Practice, all
Project Data that the Ministry, after consultatiovith the Authorised Person,
reasonably directs.

(4) The Authorised Person may retain copies of alldtopata delivered to the Ministry
under this Article, for use in or in relation totRéeum Operations.

(5) The Authorised Person shall keep the records inffitses in Timor-Leste; or, if the
Authorised Person has ended its business in Timeste, in another location within
Timor-Leste, subject to prior written approval b tMinistry.

(6) Unless otherwise stipulated, the Authorised Pestatl keep the records for as long as
it provides necessary information about the Patral©perations.

(7) On request, all records of the activities condudtgthe Authorised Person pursuant to
this Article shall be provided to the Ministry.

(8) Where the Authorised Person wishes to destroy alataformation which may be of
importance to the management of resources, thesiynshall receive a list of such
data and information prior to it being destroyedtiit a reasonable time after having
received the list, the Ministry may order handingoor further safekeeping free of
charge. In the case of handing over, sufficientudoentation in relation to such data
and information shall be included. No destructiohthe data or information may take
place without the express approval of the ministry.

20.9. Disclosure and confidentiality of Data and Informaton

(1) Subject to the limitations set out below, informatirelating to Petroleum Operations
shall not be confidential and shall not be treatsdconfidential unless otherwise
provided in Applicable Law or the Authorisation.

(2) The Ministry shall be entitled to release to thpdrties the following confidential
information, after the time periods or events sjpeati
a. Geological, geochemical and geophysical data gnorts
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i.  Five (5) years from date when such data or infolonatvas due to be
provided to the Ministry, except the Ministry magtermine that a
lesser period shall apply in the following circuarstes:

a. Where data was acquired or procured pursuant to a
Prospecting Authorization and where permitted by an
permit, license or agreement with the Person hglthe
Prospecting Authorization, any or all of such datay
be released by the Ministry, subject to the rigiftany
Contractor under a Petroleum Contract.

b. In the event the data was acquired or procureduputs
to an Petroleum Contract and lies within a relisged
portion of the Contract Area.

c. In the event a Petroleum Contract or Prospecting
Authorization is terminated for cause, then thedalla
pertaining to the Petroleum Contract or Prospecting
Authorization shall be immediately available foleese.
b. Well data:

i. Two (2) years from the date when such data or mébion was due to
be provided to the Ministry, except for data withaenrelinquished
portion of a Contract Area, which shall immediatbgcome available
for release.

(3) Except with the consent of the Ministry or as regdiby any domestic or foreign law
or the rules of a recognized stock exchange, amdkised Person shall not make any
public statement about an Authorisation or thedbetim Operations. If the Authorised
Person is required by any law or the rules of agatsed stock exchange to make any
public statement about the Authorisation or thedkeim Operations it shall submit
such statement to the Ministry for consideratioithiw a reasonable time in advance,
to allow the Ministry to review the statement. TAethorised Person shall make any
amendments to the statement requested by the Mirustiess such amendment is
shown by the Authorised Person to conflict with tieéevant law. In any event, no
public statement shall state or imply that the My approves or agrees with its
contents, without the prior written consent of liaistry..

(4) In communications to individuals or to the publan Authorised Person shall not,
without the prior consent of the Ministry, directty indirectly quote or refer to
statements or communications emanating from thasttyn any other public authority
or any person employed by or performing dutiestiiem that concern the probability
of making discoveries, the size of hydrocarbon dé@pand the timing and nature of
any hydrocarbon production.

(5) These provisions shall not prevent the disclos@iruoh information and other data in
the following instances:
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a. if information of a general nature is furnished donnection with statutory
requirements in the home jurisdiction of an Autked Person for the issuance
of public statements, annual reports or the likeceoning matters relating to
Petroleum Operations, or

b. if information is disclosed in co-operating withethauthorities of other
countries, subject to the condition that similao\psions for ensuring secrecy
of such information apply in the country in questio

(6) With the prior written consent of the Ministry, ot Data may be taken out of,
transmitted from or stored outside Timor-Leste tbe purpose of processing,
interpreting or analysing the Project Data. Thenistry will not withhold consent if
the Authorised Person can show the Ministry theatoweces for the processing,
interpretation or analysis of the Project Data ao¢ available in Timor-Leste and
provided that any Project Data which is taken dutransmitted from or stored outside
Timor-Leste by the Authorised Person must be prompturned to Timor-Leste after
processing, interpretation or analysis and accu@pees (or useable and representative
samples) of such Project Data must be retainecheyAuthorised Person in Timor-
Leste.

20.10. Entry into the TLEA
(1) When applying for approvals from the Ministry puaati to this Regulation, the
Authorised Person or Authorised Person may be reduo submit information about
all personnel, vessels and aircrafts it proposdwsitg into the TLEA in connection
with the activity for which the approval is sought.
(2) The Authorised Person shall specify, to the extantvn at the time of application:
a. The entry and exit dates of all personnel, vessels and aircraft;

b. The name, employer and position of personnel;

c. The name, international maritime identification raenand expected activities
of all vessels; and

d. The mark, serial number and expected activitiesldircraft.

(3) The Authorised Person may at any time submit updal@ns to bring into the TLEA
personnel, vessels and aircraft, for the approfieMinistry.
(4) Entry into the TLEA shall be Subject to the Regolatand Applicable Law.
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21. ADMINISTRATIVE PROVISIONS

21.7.
1)

(@)

3)

(4)

(5)

(6)

(7)

(8)

Powers of the Ministry

The Ministry shall supervise compliance with proeis stipulated in
or issued pursuant to the Regulation.

The Ministry may stipulate conditions other thangé mentioned in
the Regulation to decisions, approvals and consssued pursuant to
the Regulation, provided that such conditions sbalhaturally linked

with the measures or the activities to which theisien, approval or
consent relate, and shall enhance the compliantteamid follow-up

of the Regulation.

The Ministry may, prior to granting Authorisatiomsaccordance with
Chapter 3 and approval of Development Plan in alzure with
Article 6.3 and Decommissioning Plan in accordamdth Article
10.2, give appropriate opportunity to Persons opragentative
institutions of groups of Persons likely to be efésl to make
representations in respect of a planned Prospegiitigorisation. In
such case, the Ministry shall take due considardtbaepresentations
made when deciding on the grant of an Authorisatioan approval.

In the exercise of its functions and powers untdex Regulation, the
Ministry may, amongst other, take into account vese management
considerations as expressed in the Petroleum Aseldsas technical,
safety, environmental and economic aspects antiaethip to, and
expected impact on, other users of the sea, patgntaffected

persons and local communities.

The Ministry may give directions as stipulated lre tPetroleum Act
Article 32. The Ministry may also issue guidelindsr the
implementation of provisions stipulated in the Ragan.

Provided that an Authorised Person can demonsttatethe

satisfaction of the Ministry that an exemption framrequirement
stipulated in or issued pursuant to the Regulatidhnot be contrary
to the objectives of the Regulation, the Ministryaym grant

exemptions to the Regulation at its discretion. dptcin cases of
emergency, exemptions must be requested in witimtgmay only be
granted by written order of the Ministry. Any suekemptions shall
be confirmed in writing as soon as possible aftergrant.

If work relating to approved activities pursuantthe Regulation has
not commenced within twelve (12) months from theedhe approval
is issued, the approval shall be deemed revoked.

Representatives from the Ministry shall have tigltrio participate as
observers in meetings of cooperative bodies estaddi in accordance
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21.8.
1)

(2)

3)

(4)

with a joint operating agreement. The AuthorisedsBe shall ensure
that the representatives receives any relevantnrdbon associated
with such meetings, including advance notices andutes of

meetings and any other meeting correspondence dks asea

notification within reasonable time prior to anycbumeeting.

Inspections and Supervision

The Ministry may, in the exercise of its functiorejthorise any
person to inspect or supervise Petroleum Operatiornsnsure that
such operations are carried out in accordancetivittiRegulation.

The Ministry or the person authorised by the Mnyigbursuant to
Article 21.2 (1) may:

(@)

(b)

(€)
(d)
(e)
(f)

(¢))

(h)
(i)

enter any offices, buildings, sites or areas operat controlled
by anAuthorised Person;

inspect all Facilities, vessels, aircrafts, Wellad arelated
records on the site;

make any environmental tests on a Well or Facilities;
request any samples from Authorised Person;
request any information from an Authorised Person,;

inspect, test or audit the works, equipment, ojp@rat records,
registers and financial records related to or useBetroleum
Operations including the Metering System;

direct any vessel or a Mobile Drilling Unit or MdbiPlatform
to be brought to a port in TLEA when consideredessary for
the purpose of inspection or supervision pursuantthe
Regulation;

witness any tests conducted by an Authorised Person; or

conduct such examinations, inquiries and relevetvities that
are necessary to ensure that the provisions ofP#teoleum
Act, the Regulation, a Petroleum Contract or anhAtisation
are being complied with.

In carrying out inspections, the Ministry shall natterfere
unreasonably with the conduct of Petroleum Openatio

All Persons subject to inspection or supervisionmspant to the
Regulation shall, when so demanded by the Ministrigs authorised
representative and without hindrance of the dutgexrecy, provide
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(5)

(6)

21.9.
)

(@)

3)

(4)

21.10.
)

information deemed necessary for performance ofirtepection or
supervision. The Ministry may decide the form in ievh the
information shall be provided.

An Authorised Person shall provide the Ministry the authorised
person pursuant to Article 21.2(1) with reasonafaeilities and
assistance to enable the effective and timely pmdace of the
inspection or supervisory functions under this @eti

The Ministry may require the all Persons being ewsed or
supervised pursuant to this Article to cover thpemses related to the
supervision or inspection.

Audits

The Ministry may require an independent audit cf thuthorised
Person’s books or accounts relating to a Petrol€ontract, any
other Authorisation, Petroleum Operations or Assignts and, in
such event:

€)) such audit shall be at the cost of the Authoriseidéh except if

otherwise provided in the Petroleum Contract or ridlevant
Authorisation; and

(b) the Authorised Person shall provide the Ministrytwa copy of

the terms of reference or other document by whiehauditor
is engaged prior to the commencement of the awdith shall
include the scope of the proposed audit in readerddtail.

The Ministry may within reasonable time request itolads or
adjustment to the scope of the audit as the Mindeéems necessary
taking the Petroleum Operations undertaken by thiddYised Person
or other appropriate considerations into account.

The Ministry may at its discretion direct an Autised Person to
instigate an audit by a Third Party Consultant lo¢ tAuthorised
Person’s adherence to the health and safety paheoManagement
System.

Articles 21.2 shall apply correspondingly to theésp@ conducting an
audit in accordance with this Article 21.3.

Enforcement

The Ministry may issue such directions as are rsaegsfor the
implementation of provisions stipulated in the Ragan or
decisions, approvals or consents issued pursudné tRegulation.
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(@)

3)

21.11.

Where a Person does not comply with directionseidsinder Article

21.4 (1), the Ministry may take such steps as apessary in order to
initiate procedures or prosecution to determinkility in accordance

with Chapter22.

Where there is an immediate threat to the health safety of a
person, or where there is clear non-compliance \itiicles 1.4 or
16.1., the Ministry may direct a Person to restrictease any activity
related to Petroleum Operations and to implemente@eable
corrective measures acceptable to the Ministry. Wthe Authorised
Person has demonstrated that such corrective nesasiave been
carried out to the satisfaction of the MinistryetiMinistry may
approve in writing to lift such restrictions or tesumption of the
activity.

Revocation or suspension

In the event of material or repeated non-compliancéhe Authorised Person
with the Petroleum Act, the Regulations or condisioorders or directions
stipulated in or issued pursuant to the Regulatioe Ministry may suspend or
revoke an approval or consent granted in accordaitbehis regulation.

21.12.
)

(@)

3)

(4)

(5)

Appeals

Decisions issued pursuant to the Petroleum Adh@iRegulation may
be appealed.

The appeal shall be made in writing and be subdittghin fifteen

(15) days after receiving notice of a decision, egsl otherwise
prescribed by Applicable Law. The appeal shallaétin detail the
grounds on which the appeal of the decision is maukere the
requirements of this Article 21.6 (2) are not nteg Ministry may
reject the appeal.

An appeal under this Article will not postpone th#ect of the
decision.

The Ministry may confirm, revoke, modify or replatee Decision
based on the appeal.

The provisions of this Article 21.6 are without judice to Applicable

Law on administrative procedures in relation toeadp, including but
not limited to decision periods, grounds for ré@etand requirements
as to form.
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22.PENALTIES

22.7. Penalties

(1) Whoever fails to comply with requirements stiputhtén the
Regulation, or decisions or directions issued pamsuto the
Regulation, may incur accessory, civil, criminalabllity in
accordance with Chapter VIII of the Petroleum AntaApplicable
Law.

(2) Where liability has incurred in accordance with1{2), the Ministry
may require a bond, guaranty or surety in respestich liability.

(3) Subject to Chapter VIII of the Petroleum Law, whendl liability is
incurred, the Ministry shall notify the relevant rpen of the
particulars of the proposed penalty, including gpliaable the
amount of any fine and the instructions for paymahnthe fine, the
nature and specifics of the accessory penalty ieghosnd any other
information the Ministry determines to be approfaim relation to its
determination.

23.FINAL PROVISIONS

23.7. Administrative Fees

The Ministry may impose an administration fee to/erothe costs necessary for
processing a plan, program, application, reportjfination or other information
required by the Regulations.

23.8. Other Fees

(1) An Authorised Person shall, in respect of PetroleDperations carried out under an
Authorisation, pay a surface rental fee of USD 80 gquare kilometer covered by the
Authorisation, less any area lawfully relinquishethe first payment shall be made upon
execution of the Authorisation and thereafter stedh will be payable within ten (10)
calendar days of the end of each Calendar Yeal thdi termination of Petroleum
Operations.

(2) In respect of Exploration, the Authorised Persaallsh
a. pay a fee amounting to USD 25,000 for prospec#aghorisation. The
payment shall be made at the time of the approwal the commencement of
the prospecting Authorisation.

b. pay for each seismic survey prior to the commenc¢miesuch survey a fee of
USD 5,000.
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c. The Ministry may adjust any such fee from timeitoet as necessary to take
account of inflation or for other reasonable juséfion.

(3) In respect of Production Operations, the AuthoriBedson shall pay a development fee at
the time a Commercial Discovery is declared byAhéorised Person in respect of each
of Crude Oil and Natural Gas in an amount deterthiag set forth in Schedule 1, and
thereafter each time the Authorised Person repocteased Recoverable Reserves in an
amount equal to the fee that would have been payidsuch Recoverable Reserves had
been reported at the time of Commercial Discovesg ldevelopment fees actually paid.

(4) Where the Ministry has declared a Gas or Oil Retarrea, a retention fee will apply in
addition to the contract fee until the earlier of:
(@) The relinquishment of the entire contract area; or
(b) The time when a Commercial Discovery is declarethieyAuthorised Person.

(5) The retention fee, which amount is to be determimgthe Ministry, is payable in full at
the start of the contract year.

(6) In respect of Assignments, the Contractor shall paransfer fee to the Ministry for each
Assignment within thirty (30) days of the Assignméecoming effective. The transfer
fee shall be calculated according to the followmrates, which apply to the value of the
transaction :

(1) For every dollar of the first US$ 100 million: 1%
(i) For every dollar of the next US$ 100 million: 1.5%
(i)  For every dollar thereafter: 2%

(7) The transfer fee for Assignments shall not be pizyabere:
0] the Contractor is a consortium or an associatforompanies, and the
Assignment is among those companies; or

(i) the Assignment is made in favor of an Affiliatetbé Assignor; or
(i)  the Assignee is a State-Owned Contractor.

23.9. Administration of Payment of Fees

(1) All payments shall be made in United State Doltars bank account designated
by the Ministry.

(2) A failure to pay fees on a timely basis as requibgda Petroleum Contract,
Authorization or the Regulations may result in teemination of the Petroleum
Contract, Authorization or in the Ministry takingch other action as it may deem
appropriate.
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23.10. Entry into force

The Regulation shall come into effect on

Schedule 1- Fee structure

Application

Rental cost /Km2

Contract area fee

$30

Retention Fee of PSC

$80,000
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Liquids

[ —

. Recoverable Reserves divided by the numberladrfu

partial blocks within the development area (round t
two decimal places).

Multiply the result in 1 by 1,560 (and round ttee
nearest 1,000).

Multiply the result in 2 by the total numberl@bcks
in the Development Area.

Gas

Recoverable Reserves divided by the numberladrfu
partial blocks within the development area (round t
two decimal places).

Multiply the result in 1 by 485 (and round tceeth
nearest 1,000).

Multiply the result in 2 by the total number ldbcks
in the Development Area.
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