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Preamble

Fiscal Protocol in Relation to
Energy Development Oman S.A.O.C.’s Participating Interest in
the Concession Agreement for Block 6

The Government of the Sultanate of Oman has determined that the provisions set out in this Fiscal
Protocol shall apply to the Company, in its capacity as a Participant under the Block 6 Concession
Agreement. This Fiscal Protocol shall become effective upon ratification by Royal Decree.

The Government intends that this Fiscal Protocol will:

maintain security of cash flows to the Government from essential national resources:

allow the Government to benefit from increased returns in periods of higher MOG Prices;

incentivise the Company to drive financial and operational efficiencies in PDO:

achieve sustainability and resilience of the Company in periods of lower MOG Prices: and

allow the Company to continue to invest in operations and activities in order to maximise the value
to the Government of the Participating Interest.

The Government has determined as follows.

1

1.1

Definitions

In this Fiscal Protocol, capitalised terms shall have the following meanings:

Additional Royalty has the meaning given to it in Article 4.4.1;

Articles of Association means the articles of association of the Company;
Barrel has the meaning given to it in the Concession Agreement;

Base Royalty has the meaning given to it in Article 4.3.1;

Capital Costs has the meaning given to it in the Concession Agreement;
Change in Law has the meaning given to it in Article 10.1;

Company means Energy Development Oman S.A.O.C, acting only in its capacity as a
Participant;

Company Expenditure means all capital expenditure (without depreciation) and
operating expenditure by the Company in a given year in relation to the Participating
Interest in accordance with IFRS, except Royalties and the Company’s cost of debt;

Concession Agreement means the Concession Agreement dated 19 December 2004
entered into between the Government and the Participants in relation to Block 6, as
amended, modified, restated and consolidated from time to tiine;

1.1.10 Dividend Policy has the meaning given to it in the Articles of Association;
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1.1.23

1.1.24

1.1.25

1.1.26

1.1.2%

1.1.28

1.1.29

1.1.30

Dollar, USD or $ means United States dollars, the lawful currency of the United States
of America;

Effective Date means the date on which this Fiscal Protocol is ratified by Royal
Decree;

Fiscal Protocol means this fiscal protocol;

Forward Sale Agreement means the forward sale agreement between the Seller and
Yibal Export B.V. (as buyer) dated 29 June 2016, as amended by an amendment dated
26 September 2018;

FSA Barrels has the meaning given to it in Article 6.1;

Funding Policy has the meaning given to it in the Articles of Association;

Government means the Government of the Sultanate of Oman;

Government Representatives means the Ministry of Finance and the Ministry of
Energy and Minerals, acting jointly, for the purposes of this Fiscal Protocol;

International Financial Reporting Standards or IFRS means the accounting and
reporting standards issued by the International Accounting Standards Board (IASB)
designated as IFRS, those standards issued by the International Accounting Standards
Committee designated as International Accounting Standards, their respective

interpretations and the framework for the preparation and presentation of financial
statements as the same may be amended by the |ASB from time to time;

Income Tax has the meaning given to it in Article 5.1.

Income Tax Law means the Oman Income Tax Law promulgated by Royal Decree
28/2009, as amended from time to time;

MOG Price has the meaning given to it in the Concession Agreement;
Net Revenue has the meaning given to it in Article 5.2;

OBRDA means the Oman Blend Revenue Distribution Agreement between, inter alia,
the Government and Occidental Mukhaizna LLC, dated 11 July 2005.

Operating Costs has the meaning given to it in the Concession Agreement;
Participants has the meaning given to it in the Concession Agreement;

Participating Interest means the Company’s sixty per cent (60%) participating interest
in the rights and obligations in and under the Concession Agreement, as defined in

Article 4 of the Concession Agreement, derived from the Company’s capacity as a
Participant;

Petroleum has the meaning given to it in the Concession Agreement;
Petroleum Delivery Point has the meaning given to it in the Concession Agreement;

Petroleum Operations has the meaning given to it in the Concession Agreement;
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1.2

1.1.31

1.1.32

1.1.33

1.1.34

1.1.35

1.1.36

1.1.37

1.1.38

Petroleum Revenue has the meaning given to it in Article 4.1;

PDO means Petroleum Development Oman LLC, in its capacity as the operator of
Petroleum Operations;

Project has the meaning given to it in the Concession Agreement;

Royalty or Royalties means the royalties to be paid by the Company to the
Government in accordance with this Fiscal Protocol;

Seller means the Government of the Sultanate of Oman, represented by the Ministry
of Energy and Minerals (formerly the Ministry of Oil and Gas) in its capacity as seller
under the Forward Sale Agreement;

Sole Risk Project has the meaning given to it in the Concession Agreement;

Working Day has the meaning given to it in the Concession Agreement; and

Zero Royalty has the meaning give to it in Article 4.2.

Unless the context requires otherwise, any reference in this Fiscal Protocol to the following
shall have the meaning set forth below:

1.2.1

1.2.2

1.23

124

1.2.5

1.2.6

127

1.2.8

1:2:9

words referencing the singular shall include the plural, and the plural the singular;
words referencing any gender shall include any other gender;

reference to an Article or Schedule shall be a reference to an article or schedule of this
Fiscal Protocol, unless the context indicates otherwise;

a "month", "monthly", "calendar quarter", "quarterly”, "year", "yearly", "annual" or
"annually" and any other references in time shall be construed by reference to the
Gregorian Calendar and any reference to "day" or "daily" shall be construed to mean a
calendar day, which shall begin at 00:00 hours and end at 24:00 hours in the Sultanate
of Oman (local time);

"person” means an individual, partnership, corporation (including a business trust),
company, trust, unincorporated association, joint venture or other entity, whether a
body corporate or a non-incorporated association of persons, or any governmental
authority;

"third party" means any person other than the Government and the Company;

"including”, "include" or "includes" (or any other inflection of such verb) shall be
construed to include the words "without limiting the generality of the foregoing" or
"without limitation" or "inter alia";

the headings of, and arrangement into Articles of this Fiscal Protocol are for
convenience of reference only and shall not affect, nor be used in, the construction or
interpretation of this Fiscal Protocol; and

references to the Concession Agreement or to any other agreement, document or law
(except the Forward Sale Agreement) shall be construed as references to the
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2.1

2,2

23

3.1

32

4.1

4.2

4.3

Concession Agreement, such other documents or law, as amended, varied, novated,
supplemented or replaced from time to time.

Precedence of laws of the Sultanate of Oman

This Fiscal Protocol shall become effective upon ratification by Royal Decree and the provisions
of this Fiscal Protocol shall apply notwithstanding any provisions to the contrary in the laws,
regulations or directives in force in the Sultanate of Oman.

Subject to the foregoing, the Income Tax Law and other applicable laws, regulations or
directives in force shall apply to the Participating Interest, except as otherwise set out in this
Fiscal Protocol or the Concession Agreement.

Nothing in this Fiscal Protocol shall be deemed to amend the Concession Agreement.
Application

As of the Effective Date, this Fiscal Protocol shall apply to the Participating Interest for the
duration of the Concession Agreement.

This Fiscal Protocol shall not apply to any revenue generated from other business activities of
the Company.

Royalties

The Company shall pay Royalties to the Government in accordance with this Fiscal Protocol
based on the Company’s monthly revenue from the sale by (or on behalf of) the Company of
its Participating Interest share of Petroleum. This will be calculated by applying the MOG Price
for the nominated month of lifting times the number of Barrels of Petroleum taken by the
Company at the Petroleum Delivery Point in such month after deduction of the FSA Barrels
(Petroleum Revenue). The Royalties shall consist of:

4.1.1 aZero Royalty;
4.1.2 aBase Royalty; and
4.1.3 an Additional Royalty,

all as set out in this Article 4 and collectively referred to as Royalties. The formulae for each
type of royalty are set out at illustration 1 in Schedule 1; with a graphic at illustration 2 and
worked examples at illustration 3, all of which are set out for illustrative purposes only.

Zero Royalty

In any month when the MOG Price is less than twenty-three Dollars (USD 23) per Barrel, the
applicable royalty rate shall be zero (Zero Royalty).

Base Royalty

4.3.1  In any month when the MOG Price is twenty-three Dollars (USD 23) per Barrel or more,
a sliding scale royalty rate shall be calculated and paid as a percentage of Petroleum
Revenue in accordance with the following formula (Base Royalty):

=\Y-
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4.4

4.5

5.1

52

12.778
MOG Price per Barrel

55.6% —

4.3.2 The Base Royalty sliding scale is linked to the MOG Price, as set out (for illustrative
purposes only) in illustration 2 in Schedule 1.

Additional Royalty

4.4.1  Inany month when the MOG Price is fifty-five Dollars (USD 55) per Barrel or more, an
additional royalty shall be calculated and paid as a percentage of Petroleum Revenue
in accordance with the following formula (Additional Royalty):

(MOG Price per Barrel — 55%/Barrel)

15% »
e MOG Price per Barrel

4.4.2 The Additional Royalty will be payable in addition to the Base Royalty, as set out (for
illustrative purposes only) in illustration 2 in Schedule 1.

Payment of Royalties

The Base Royalty and Additional Royalty shall be calculated on a monthly basis in arrears by
the Company and shall be paid to the Ministry of Finance on a weekly basis upon receipt of the
sale proceeds by the Company.

Income Tax

Tax Rate

Subject to Article 5.2, the Company shall pay to the Ministry of Finance tax on its income derived
from its activities pursuant to the Concession Agreement in accordance with the Income Tax
Law (Income Tax), such Income Tax to be an amount equal to fifty-five per cent (55%) of its
income chargeable to tax (taxable income) as defined in the Income Tax Law for that year.

Taxable Income

The Company'’s taxable income, in respect of the Participating Interest only, in any given year
for the purposes of this Fiscal Protocol is calculated as follows:

Net Revenue = Revenue (R) minus Cost Recovery (CR); where,

R means the amount calculated as Petroleum Revenue in such year p/us other revenues
from the sale of Petroleum in such year, if any, including payments received under the
OBRDA; and

CR means:
(i) Company Expenditures in such year; and
(ii) Royalties in such year; and

(iii) the Participating Interest share of Operating Costs incurred by PDO in such
year; and
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5.3

54

55

6.1

6.2

6.3

6.4

(iv) the Participating Interest share of the annual deduction for depreciation (to be
applied to Capital Costs incurred by PDO) allowable in such year in
accordance with the provisions of Article 8.2 of the Concession Agreement,

excluding, in each case, taxes, duties (other than customs duties funded by the
Participants up to a rate of five percent (5%) as described in Article 4.4 of the
Concession Agreement), imposts and similar charges paid or payable by the
Government, the Participants, PDO and their respective subcontractors directly or
indirectly in respect of Petroleum Operations in respect of such year,

less all revenues received by PDO, including, without limitation, revenues received in respect
of the evacuation and/or transportation of hydrocarbons owned by third parties and revenues
received in respect of the sale or other disposal of assets relating to Petroleum Operations.

Other Taxes

Subject to Articles 4, 5.1 and 5.2, the Company shall in respect of all income derived from its
operations pursuant to the Concession Agreement and of all payments whether by way of
dividends or otherwise paid out of such income and in respect of its capital, operations and
property be free and exempt during the period of the Concession Agreement from all present
and future taxation, imposts and charges whatsoever imposed by the Government.

Income Tax Law

Save as expressly set out in this Fiscal Protocol, the provisions of the Income Tax Law,
including its provisions regarding allowances and deductions, shall apply to the Company’s
taxable income in respect of its Net Revenue.

Payment of Income Taxes

The tax payable under this Article 5 shall be calculated each month in arrears by the Company
on a year-to-date basis and shall be paid to the Ministry of Finance, in accordance with a
monthly schedule to be proposed by the Company and submitted for approval by the Ministry
of Finance.

FSA Barrels

The Company shall, during the term of the Forward Sale Agreement, transfer to the Seller, at
no charge, such Barrels of Petroleum as may be required by the Seller in order for the Seller to
perform its obligations under the Forward Sale Agreement (the FSA Barrels).

The Seller shall notify the Company, on a monthly basis, of the number of FSA Barrels required
in the following month in order for the Seller to perform its obligations under the Forward Sale
Agreement, and the Company shall transfer such FSA Barrels to the Seller in that month, on a
“first priority” basis, that is, from the first Barrels of Petroleum to reach the Petroleum Delivery
Point in that month.

The Seller shall (and the Company shall not) have ownership rights to the FSA Barrels, and
shall be entitled to dispose of the FSA Barrels pursuant to the terms of the Forward Sale
Agreement.

The Company’s obligation to transfer the FSA Barrels to the Seller shall at all times take priority
over all other obligations of, or claims against, the Company.
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8.1

8.2

9.1

9.2

9.3

Funding Policy and Dividend Policy

The Dividend Policy and the Funding Policy, together with this Fiscal Protocol, govern the
financial arrangements of the Company.

Books and Records

The Company shall (or shall procure that PDO shall) keep and maintain adequate financial
accounting books, records and registers concerning the Participating Interest in accordance
with IFRS and applicable laws. Original copies of all such financial accounting books, records
and registers shall be maintained by the Company (or PDO on behalf of the Company) in the
Sultanate of Oman. The Government shall have the right to receive a copy of any such financial
accounting books, records and registers, certified by a representative of the Company that it
conforms to the original.

The financial accounting books, records and registers in respect of the Participating Interest
shall be kept in Dollars and, in the event that the MOG Price is quoted in another currency, in
such other currency.

Amendments of the Fiscal Protocol
Authority to make amendments

9.1.1  The Government shall have the right to amend this Fiscal Protocol in accordance with
this Article 9.

9.1.2 Amendments to this Fiscal Protocol may be in respect of either:
(a) any element of the terms of this Fiscal Protocol in general;
(b) specific Project(s); or
(c) Sole Risk Project(s).

9.1.3 Any future amendments to this Fiscal Protocol shall become effective upon approval
by the Government Representatives of such amendments. Any such amendments
shall not require any further approval or ratification by the promulgation of a Royal
Decree.

Proposed amendments

9.2.1 The Government may, at any point during the term of the Concession Agreement,
initiate the process to make an amendment to this Fiscal Protocol.

9.2.2 The Company may at any point during the term of the Concession Agreement, propose
to the Government an amendment to this Fiscal Protocol. Any amendment proposed
by the Company shall be submitted to the Government in writing and shall include an
indication of the benefits of the proposed amendment for the Government and the
Company.

Consultation and determination of proposed amendments

9.3.1 The Government shall, within twenty-eight (28) Working Days from the date of initiating
or receiving the proposed amendment (or any such longer period as may be agreed),
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10

10.1

10.2

make a determination in relation to the proposed amendment. The Government may
accept, reject, or adjust a proposed amendment.

9.3.2 The Government shall consult with and shall take into account any concerns expressed
by the Company before making any determination in respect of a proposed
amendment.

9.3.3 If the Government determines that the proposed amendment should be accepted (with
or without any adjustments), then this Fiscal Protocol shall be amended in writing to
record the proposed amendment. Such amendment shall be signed by the Government
Representatives and otherwise approved in accordance with Article 9.1.3 above.

Stabilisation

In the event of a change of Omani tax laws after the Effective Date that directly and materially
affects:

(@) the Company’s anticipated economic return in respect of its Participating Interest, as
recorded in the Company’s approved strategic plans and budgets; or

(b) the terms of this Fiscal Protocol,

(Change in Law), then the Company may at any time thereafter so notify the Government in
writing. Following the effective date of such notice, the Government and the Company shall
meet as soon as reasonably practicable to negotiate in good faith and agree upon the
modifications which need to be made to the terms of this Fiscal Protocol to restore the economic
benefits of the Company to the same level as they would have been had such Change of Law
not occurred, or upon such other remedy as they may mutually agree as being appropriate. If
the Government and the Company are unable to agree within ninety (90) days after the effective
date of the Company's notice to the Government as to the modifications which are needed to
this Fiscal Protocol or such other remedy as may be required, then the Government or the
Company may at any time thereafter refer the matter or matters in dispute to dispute resolution
to the Ministry of Justice and Legal Affairs pursuant to Royal Decree 88/2020.

The provisions of this Article 10 are intuito personae and solely for the benefit of the
Government and the Company, and shall not apply to any third parties or future transferees of
the Participating Interest.

IN WITNESS WHEREOF, the Government Representatives have executed this Fiscal Protocol.

By:

[l by

-

DR. MOHAMMED BIN HAMAD BIQ‘\IF AL RUMHY

Minister of Energy and Miner:

By:

—
SULTAN BINSALEM BIN SAID AL-HABSI

Minister of Finance

ACKN

OWILEDGED, for and of behalf of the Company.

——

By:
Na

\ <
me of Sfgnatory: | a K\ 7 K\'\a»/\/v
20/\/ 202\
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Schedule 1 - lllustrations of royalties

illustration 1

The following royalties will be applied at different MOG Prices:

MOG Price Applicable Formula (Royalty rate %)
royalty
Less than Zero Royalty
$23/Barrel 0%
$23/Barrel or Base Royalty
more but less 55.6%— —— "
than $55/Barre| MOG Price per Barrel
Base Royalty
$55/Barrel or pIUS 55.6%— 12.778 + 15% « (MOG Price per Barrel-55$/Barrel
more MOG Price per Barrel MOG Price per Barrel

Additional Royalty

illustration 2

The chart below provides an illustration of the progressive royalty curve, including the effective royaity
rate applicable at different MOG Prices:

= Royalty curve
Effective Royalty rate (%)

60

50

40

15% Additional Royalty calculated |

35.6%
’ | on top of Base Royalty curve Jl

30 o

20
10
0

0 20 40 . 60 80 100 120

23 55 Oman Brent

price ($/bbl)

Trigger price assuming Starting point for
production cost of 235/bbl. Additional Royalty of 15%
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illustration 3
Set out below are illustrative examples how the royalty calculations would work:

o At MOG Price of $20 / Barrel, Zero Royalty is applied;

o at MOG Price of $40 / Barrel, the Base Royalty is applied, with the sliding scale formula deriving a
royalty rate of ~23.7% (calculated as 55.6%-12.778/40),

e at MOG Price of $60 / Barrel, both the Base Royalty and Additional Royalty are applied, at a
combined royalty rate of ~35.6%, derived as ~34.3% from the sliding scale formula (calculated as
55.6%-12.778/60) plus ~1.3% from the Additional Royalty formula (calculated as 15% * (60-55)/60);

¢ at MOG Price of $100 / Barrel, both the Base Royalty and Additional Royalty are applied, at a
combined royalty rate of ~49.5%, derived as ~42.7% from the sliding scale formula (calculated as
55.6%-12.778/100) plus ~6.8% from the Additional Royalty formula (calculated as 15% * (100-
55)/100).
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