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PRODUCTION SHARING CONTRACT

This Contract is a production sharing contract to  be entered into pursuant to the provisions of  the Petroleum
Activities Law (Law No. 13/2005, of  2 September 2005, as amended by  Law No.  1/2019, of  18 January
2019, and Law  No. 6/2019, o f 4December 2019);

BY  AND BETWEEN

Autoridade Nacional do Petrdlec Timor-Leste, a public institute established by  Decree-Law No.  20/2008, o f
19 June 2008, as amended by  Decree-Law No.  1/2016, o f  9 February 2016, Decree-Law No.  27/2019, o f  27
August 2019, and Decree-Law No.  62/2023 of  6 September 2023 in its capacity as regulatory authority for
the oil and gas industry and in  representation of  the State of  the Democratic Republic of  Timor-Leste,
pursuant to Articles 3.1 and 26.1 o f  the Decree-Law No.  20/2008, o f  19 June 2008 (hereinafter referred to as
“ANP” ) ;

AND

HTS Exploration Ltd a company organized and existing under the laws o f  the Republic of  Kazakhstan with
registration number 210640900507, having its headquarters in 010000RoK, Astana city, Mangilik el
1.55/22, block C4.3 office 140 (hereinafter referred to as the “Contractor™).

(each referred to individually as 4 “Party” or collectively as the “Parties™).

Whereas:

(A)

B)

©)

MD)

(E)

Title to, and control over, petroleum resources existing within the Territory o f  Timor-Leste is  vested
in  Timor-Leste;

The Government wishes.to promote Petroleum Operations in  the Contract Area and the Contractor
desires to join and assist the Government in  doing so;

ANP  has powers to conclude petroleum contracts for the benefit o f  the people and amongst other, for
the sustainable development o f  Timor-Leste;

The Contractor has the financial capability, the technical knowledge, and technical ability to carry out
Petroleurn Operations in a manner wholly consistent with the Petroleum Activities Law and
this Coritract, and does not have a record o f  non-compliance with principles o f  good corporate
citizenship; and

ANP  and the Contractor agree to enter into this Contract to enable the Exploration, Development and
Production ofPetroleum in  the Contract Area;

NOW,  THEREFORE, i t  is agreed:
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1.1

(a)

(®)

(©)

Article 1 Definitions andInterpretation

Definitions

In  this Contract capitalised terms not defined in  the Contract have the meaning given to those terms in
the Petroleum Activities Law and the Onshore Regulations. Unless otherwise clearly stated herein, the
following words and expressions shall have the following meaning:

"Accounting Records" has the meaning given to it  in  Clause 1.2 of  Annex C ;

“Applicable Law in Timor-Leste means any legislative act, regulations, by-laws, codes, enactments,
including Authorisations, decisions and directions issued and in force in Timor-Leste from time to
time, relevant for the implementation of  the provisions of  this Contract;

“Appraisal” means all works carried out by  the Contractor under this Contract following a Discavery,
for the purpose of  determining the quantity and quality o f  recoverable Petroleum in, and the size,
extent and commereiality of, one or  more  Reservoirs;

"Appraisal Costs" has the meaning given to it  in  Clause 2.2 o f  Annex C;

“Appraisal Period” means the period of  time granted to the Contractor to carry-out and complete a
‘Work Program of  Appraisal;

"Approved Contract” means a contract entered into by Contractor with the prior approval of  ANP as a
part o f  a Development Plan;

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

the Contract, or all  or  any part o f  its rights, interests, benefits, obligations and liabilities under it;

Petroleum which has not then been, but  might be, recovered in  the Contract Area, or  any proceeds of
sale of  suchPetroleum; and

anything whereby the Contract, any of  the rights, interests and benefits thereunder or such
Petroleum as mentioned in (b) above may, except under Article 16, be held for the benefit of, or  be
exercisable by  or  for the benefit o f  any other Person; excluding agreements for the sale or exchange of
Crude Oil where the sale or  exchange occurs after title thereto has passed to the Contractor. The terms
“Assign”,  “Assignor”  and “Assignee” shallbe  construed accordingly;

"Available Crude Oi l"  means all Crude Oil  produced and saved from the Contract Area and not  used
in  Petroleum Operations;

"Available Natural Gas" means all  Natural Gas produced and saved from the Contract Area and not
used in  Petroleum Opérations;

"Available Petroleum" means all Available Crude Oil  and Available NaturalGas;

"Capital Costs" has the meaning given to it in  Clause 2.3 of  Annex C ;

“Commercial Discovery” means a Discovery which, as determined in  accordance with the Applicable
Law  in  Timor-Leste and the provisions of  this Contract, can be commercially exploitedin accordance
with Good Qil  Field Practice;

"Commercial Production’ occurs on the first Day of  the first period of  thirty (30) consecutive Days
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during which Production is  not less than the level of  regular Production delivered for sale determined by
ANP  as partof the approval of, or amendment to, aDevelopmentPlan, averaged over not less than twenty-
five (25) Days in  the period;

"Committee" has the meaning given to i t  in  Article 19.2;

"Contiguous Area" means a block or a number ofblocks eachhaving a point in  ¢ominon with another such
block;

"Contract" means this production sharing contract and all annexes and schedules hereto as-amended from
time to time;

"Contractor” means the Person, or i f  there is more than one person, the Persons, with whom the ANP  has
entered into this Contract.

"Contractor Confidential Information" means any technical or  business information owned or controlled
by the Contractor as at the date of  this Contract which is not in the public domain and which derives
independent economic value from not being in the public domain and which, at the time of  disclosure to
ANP  by  the Contractor is  clearly marked or designated as confidential;

"Contractor Developments" means the developments or improvements to equipment, technology,
methods, processes or techniques owned or controlled by  the Contractor prior to the commencement of
this Contract, which are made by the Contractor during or arising out of  carrying out the Petroleum
Operations;

"Contract Year" means a period o f  twelve (12) consecutive months within the term of  this Contract,
beginning on the Effective Date or any anniversary date thereof;

"Cost Recovery Statement" has the meaning given to i t  in  Clause 7 o f  Annex C ;

"Day" means a period o f  twenty-four hours as a unit o f  time, counted from one midnight to the next, into
which a week, or month or year is divided and corresponding to a rotation of  earth on  its axis;

"Decommissioning Cost Reserve" means the total accumulated decommissioning cost calculated on  an
annual basis and added to form the decommissioning fund;

“Decommissioning Fund” has the meaning ascribed to i t  in  Article 6.5(a);

"Development” means operations designed to recover Petroleum from a Reservoir for commercial
purposes and includes design, construction, installation, drilling (but excludes drilling for the purposes o f
Exploration or  Appraisal), and all related activities;

“Development and Production Period” means the period of  time granted to the Contractor for the
Development and  Production o f  a Commercial  Discovery;

“Development Area” means the extent o f  the whole area, within the Contract Area, capable o fProduction
from the Reservoir or Reservoirs identified in a Commercial Discovery as agreed upon between
ANP and Contractor following such Commercial Discovery;

“Development Plan” means a plan for a given Development Area as better described in Article 5.1;

“Development Well” means a Well that is drilled in 4 Field or Reservoir for the purpose o f  the: (i)
production of  fluids from the Well; (ii) observation of  the performance o f  a Reservoir; (iii) injection of
fluids into the Well; and/or (iv) disposal o f  fluids into the Well;

“Discovery” means any occurrence of  Petroleum in the Contract Area, independent from quantity,
quality or commercial viability, verifiedby at least two detection and/or evaluation methods;
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“Drilling Operations” means the drilling o f  a Well, or  test hole, and which may include other activities
such as on-site preparation, spudding, data acquisition, monitoring, Well  control, modification, plugging
and completion of  a Well, but excludes any workovers in  a Well;

"Effective Date" means the date on which ANP notifies the Contractor in writing that all conditions
precedent o f  this Contract, set forth in  Article 2.2, are satisfied or met;

"Encumbrancer” means the owner or holder of  an interest or claim that is an encumbrance upon
property;

"Exploration or “Exploration Operations” means any exploration activities, including geological,
geophysical, geochemical and other surveys, investigations and tests, or drilling o f  Exploration Wells or
Appraisal Wells and all related activities;

"Exploration Costs" has the meaning given to i t  in  Clause 2.1 o f  Annex C ;  “Facility”

or “Facilities” means any structure or equipment that:

(a) is  used or constructed for Petroleum Operations; and

(b) carries or contains Petroleum products or includes equipment for drilling, or for carrying out other
operations in connection with a Well, from the structure. Such Facility shall include without
limitation, Production facilities and any pipeline system, processing facilities, storage facilities and
terminal facilities connected to Wells;

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

"Force Majeure" has the meaning given to i t  in  Article 23.1;

"Gas Retention Area" means an area declared as such, in  accordance with Article 3.5; "Ineligible

Costs" has the meaning given to i t  in  Clause 2.8 of  Annex C ;

"Joint Operating Agreement" means any agreement or contract among all o f  the Persons constituting the
Contractor hereunder with respect to their respective rights or obligations under this Contract, as such
agreement or contract may be amended or supplemented from time to time;

"Loan Facility” means any overdraft, loan or other financial facility or accommodation (including any
acceptance credit, bond, note, bill o f  exchange or commercial paper, finance lease, hire purchase
agreement, trade bil l , forward sale or purchase contract, or conditional sale agreement, or other
transaction having the commercial effect o f  a borrowing);

“Local Content” means the added value brought to Timor-Leste in  all phases of  Petroleum Operations
through workforce development, employment of  Timorese citizens, investments in Timor-Leste
Suppliers capability development, transfer o f  knowledge and technology, research capability
development and procuring o f  Timor-Leste Goods and Timor-Leste Services;

“Local Content Proposal” means a proposal for Local Content submitted together with Contractor’s
application for the award of  this Contract, an Authorisation, a Development Plan and/or a
Decommissioning Plan;

"Marketable Natural Gas" means the volumes ofNatural Gas produced, less:

(a) theNatural Gas used for  Petroleum Operations;

(b) the Natural Gas used for increasing recovery o fPetroleum; and
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