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Il. SHRIXFNEe| dAn FEZAMEL| 2l
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AR A9lshe B Yol TP JjHo] s APK aat A ARL Jeln skl
ALALALE AARH T, AGae]) o27]711 Brehek Z71Ake] 2@ sl AR Alglolm]
ATV IARE] o277k Heblao] Wast Jlaword ARleP|E s Eg ekl
QA S| BEAo] A0 kAT 1] TEe] thre] el sfelelld ojFolx|a Ik

SR EARES. SelellA olfoltiths MGE GG AT AR WAk Sl ZHE
OlARIsk)IS 71T Q). EolE SfeAFA/MIAIES T91R 114=¢(High risk, High return) Atgelela
SH= Ak 11 olfolnh =A| xSl WEg miolo] SAPAl/BE Sk T2 SAPAIS] Histel
AR G WA =9 A7l 71E2 17971 Zh)Ee] B 412 AR otk
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2. AAAAMNTAY FAFH

AALANE7| A (nternational  E&P company)o]  AFATAIGe]  Fofshe whHe  AehA
Ardolgee]l ot ofe7ix] FHE WA Hrk AFNEAEE Akl =g 4 B4
ACKEE Z33AI9F, Concession  Agreement), AYAFZEHAIKPSC 5 Production Sharing Contract),
ABI2AKService Contrac) 082 28 4= Itk EFE AA7/EAIES Aol el ok
Aeollis 2P B o5, FRAGARY] o] ofF, AR FHETA =R 4 Slek
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know-how 5-& -8+ 27/l &8/ A2l Soletl & 4 ik

tro] B2 AAAIEE FAst] A EAIY S 3508 FHIcke AR Aeolle 3 5A
ACEA(JVA : Joint Venture Agreement)®t 55> FAFA(JOA : Joint Operating Agreement)s A2
Stolof itk &) ZAAAMIARIOIA FEAIAACKA(VAR L s 54 g o] HlEd

A3 (undivided interest)S B35t AFA7RE7] 7] FEARIAIES o]mglct

TELAGAFA(JOA) NN Lukzog FAFH= Alo 2 dh2RIRIe] M $(creation of joint operation or
unit), BAL 7N Al (exploration and development program), ZtA#AI8 2 &liHplan of operation and
budget), AICFFARE] TA (relationship of parties), &FL1H2](operating committee)©] g7 H,
Hlg-5d, 3A- A Kaccounting procedure) 501 it Ak} Feivt =7t wet gofut Alo] 2FAL
e 4= QLo olof T2 o] HtedE Folot o] Foll gA-EXHaccounting procedure)]l ZHAKaudit) 2]

Aol v il Qe o] Lakgolck

o

b o 7 ZAAEIAIY Sl 52 (oint operation)?] Aol AlGeo] M-S 2|3l FAYAE 9
P S35k 29 EAHOperaton)@t T ARFAE sk HRYEAHnon—Operaton) 2 277F =4
Aok tiFRe] A 2gERte] 2|Ho] EF HlegHrte] ARETE F7lo] ditdoltt, x|Hout TRt
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3. FFPAAES 99
AL 7T T v Hnon-Operaton=. Hofshs ARINA vl AHgel

7HAA Hi= AKaudit) B 52 ERIth

3 '"Management and Operation Service Agreement’ 5-°] Hej2 A ostA =
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ApAre] ZABA10] AL, SIS eodsls tlel J|E adiFFole] wAZ Azt B 4 o)

ZolFZF0] PElE Hosh] siA Al I TR0 Pelut 553140 9A%50] FALe:
T HAK(Shareholders™ agreement)& Fali4 2JAF] o]Al2le]l o]AKboard membern)E THATEIAL S0
WA e 5553 AoRfFoR Y AR} e oAU(voting right)S Foloks 5o WS
o ek e AR SIAPR deelel o] AL ARk Rojshs A2 FARReIME
H7) B2 otk

Jeu ZFAEelM e A AeEE AeE AF8H(Cash callo] FHIE Z T
Z2lRHEEE 2ol Q7] whzoell Aol ARgell thet AR ARkS H2GEAHnon—Operator) o 7]
Holsh= 797t Wt A7 A o] A Joint Interest Audit) S H]-87AHExpenditure Audit)2FaL
F2= olfk of7]o] k& Aolrk

olefet IR AR ol Peolt Wb AgSH ke A9E wol gk ol
FEAIARA LFUHOperato S £FF1TL AR 245K Sk ALAZ Hole Aol
F2zAe] Moo girka ek ol

PARS] PAETE A mER RS Sl ARRRe AP4S sueks A 29i
74 S5k Zlo] Basteka HA\wo] ek AW AHAHL Sushe 2L et ojdo,
SAe] LGS SESHE o] Pnht FRgT ol

=
o
i

FFAE ] MeE B IAEA(JOA) BB Hnon—Operator) 2] AR et Hgto]
HAElO] Qlojof St AlekA el Bte] ol ofel Ztt

5. Access to Contract Area and Records: Operator shall, except as otherwise provide herein, permit each Non-

Operator or its duty authorized representative, at the Non-Operator's sole risk and cost, full and free access at all
reasonable times to all operations of every kind and character being conducted for the joint account on the Contract
Area and to the records of operations conducted thereon or production therefrom, including Operator's books and
records relating thereto. Such access rights shall not be exercised in a manner interfering with Operator’s conduct of
an operation hereunder and shall not obligate Operator to furnish and geologic or geophysical data of an
interpretive nature unless the cost of preparation of such interpretive data was charged to the joint account.
Operator will furnish to each Non-Operator upon request copies of any and all reports and information obtained by
Operator in connection with production and related items, including, without limitation, meter and chart reports,
production purchaser statements, run tickets and monthly gauge reports, but excluding purchase contracts and
pricing information to the extent not applicable to the production of the Non-Operator seeking the information. Any
audit of Operator’s records relating to amounts expended and the appropriateness of such expenditures shall be

conducted in accordance with the audit protocol specified in Exhibit “C"

4 o= v]87AKExpenditure Audit)?} HEo] AFataAe] Arde] ol ~AHRevenue
Audit) = R3St QIS LA 719 ®igo] Alsith By 40 Q1A Fof tigt o]0l QlE 5
1

A7) Wzl A
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5. Audits

A. A Non-Operator, upon notice in writing to Operator and all other Non-Operators, shall have the right to
audit Operator’'s accounts and records relating to the Joint Account for any calendar year within the twenty-
four (24) month period following the end of such calendar year, provided, however, the making of an audit
shall not extend the time for the taking of written exception to and the adjustments of accounts as provided
for in Paragraph 4 of the Section I. Where there are two or more Non-Operators, the Non-Operators shall
make every reasonable effort to conduct a joint audit in a manner which will result in a minimum of
inconvenience to the Operator. Operator shall bear no portion of the Non-Operators’' audit cost incurred
under this paragraph unless agreed to by the Operator. The audits shall not be conducted more than once
each year without prior approval of Operator, except upon the resignation or removal of the Operator, and

shall be made at the expense of those Non-Operators approving such audit.

B. The Operator shall reply in writing to an audit report within 180 days after receipt of such report.

AFANEAeNM ] TR AP ARlolnh. F, Alokkell BAIEe] A FAY 11 A7t
FEshnf= ol2fet AYE 2+ 4= glvke Aoloh BE Aok E4(negotioation)of] 2Jgt Zo]7] e
ol B3 A ol AtAel 275 Aok Foke %ol A = Stk Ak
Folol| wet= FFHALE F714 08 k= Zlo] ofel YAeh 231%0] Hololt F34APL 7hsole s
Sh= A= 9l

RN elA BB XK Non—Operator) 0] F570AR] 52442 ofefjet el & 4= gk,

*+ Assess compliance of Operator with critical contracts and arrangements, including the Joint
Operating Agreement (JOA"), Farm Out Agreement (“FOA"), Work Plan and Budget ("“WP&B")
and Authorisation for Expenditure ("AFE") forms, where applicable

 Determine propriety of the expenditures charged and/or credited to the Joint Account in
accordance with terms specified in agreed contracts and arrangements

* Review timing of cash calls and efficiency of cash management

* Ensure sole costs of the Operator are not comingled with the Joint Account
* Assess compliance with Operating Committee decisions

« Identify potential claims against the Operator

« Identify potential PSC exposures not previously raised by the Operator

5 'F4gelo] A FRolY R|Ego| ofF Hobd PAREEE 45717t oy Y, major
company °| F2Atgol ojstz] flalA AoigolZll 7R dEE e 4 gl e B

¢ U xlolet & 9E SQUF olabg EuS Wlgsgel 14 JIB(oint interest billing)
5o MRS AE 2ASHY she 59 HIEARl M (extraordinary event)o] UHT He-E
a
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“Are costs significantly higher (or revenue lower) than anticipated?
o g o]Foixj= AN Fr1A R 24 9HS](Operating Committee) oA 2FAIR] 2
ofltHWork plan & Budget)e 5<lobal, ool w2t A9 2HOperator)7} JIB(Joint interest billing)©]
FElZ Cash call & s ok AL Bes At=Ee] BulE Sof 7Fo] Bole ol Adet
Pz 2o Ht Cash call-& she g9o] dVdad Ee B2 2FALRIE Tl sUd SH=
2 739 Ex= 2wk A4 el Felo] dldEl Be d SANA Boh AS Aee TS FolA

OJZARRYE S8she Zlo] Bagt Al7] & Aelth

“Are there significant or frequent corrections on JIBs or Revenue Statements?”
F71HEA i 22 Cash call & & wf A= JIB(Joint interest billing) T 4=el& Hafjof] AREE=
Revenue Statement 7} 245+ S ETAL et F99] Bligo] qlrpd o] EgF AFd292HOperator) 9]
FAfraud)S osl & &7t Sk &8 old Afe vz FFEAME she Abthe A4S FdlA
Q& el ofsirisdt e fA] Rtk FFAANE Aldchs Zlo] HiEgAlsiet E k]9
7Rsde e3P (Operator)’t H83 WA (nternal controDE 7T QA FobALE, FHAK

LAA12F JOA)E2] Accounting procedure & A]7]A] £511L Q)2 4 Qlch

E

“Have there been vendor performance problems?”
AL 5o okt @FoR ARle] A#iA(vendor)Eo] 2 Aot oladt Az Aol

B/ 2E 501 ot ArgRIYo] =oAL b o] ERF FEAREE AT sl o] 2 Zlol

“Does the Operator refuse or provide explanation or support when requested?”
LGB AHOperator)2} H-&GHZHNon-operator)= A2 FF40 2 communication & 17 Het
ARe] Y AdRolu ofriR] olree MR FRekal siEsior sbl wiZeldh ey miEs
ARRe] A £3TA] 4Fe] wet B AR ANt AT ABE ) I = ek
oldui= M= &4l st @0l Aol A FaArasts WA 2 Zolok 54 olfdt
8= FraAradte] e Welsks A9t dleH, ol Ax =A 24 249 tvdel H7I= jith
olebs E/E 2% Consortium & L= AFFEE F1L BEE FUE AR YAHOperator) 7+

SAe7kA] Aol efatol AedielAle] Hto] LA T S} A gsko} A7) B 9w e 4 9l

o
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124 A Non—operator) 52 ©]=gh 4% F7149 22 monitoring o] FFAHIE 52 E85t0]

LR AN HLFA Sl T =018 S T 4 = Yl Aol

“Does the Operator have additional fields in the same area?”
2 HOperaton)7h aig Aol ohg A= Felstal okl o, AE/ae/Hige] &8
(commingle) =17 Q)x= gF22]e]l thgt elilo] F46] 7hadltt Tgh ARl accounting procedure o]
by 2FER BlE F Joint Account o] B 4 Sk 2 fle Aol FEdth oAl HiRt
RRe] gl A1 HEsiEE Ax FF44] 71

“Is the cost allocation reasonable?”

ZFA7NREARA O] B8 A Hexpenditure audinollAl 8 Issue 2 SASH= Zlo] 292 (Operator) 2
T E A (Headquarter) B8 5-9] 78] (Indirect cost) B (allocation)ZAolt}, 2FHxR= g AFdS
FLIsk] Sfell 2Rt lede wpEste] dsHATE A Headquarter) 0] 2Rt A4S WA Hok 2ARC]
29 B flafixls AL SollA] EA¥sk= ] v]-8(admin cost or overhead cost or service fee)=
FeAQl w7 Eo R iAol HilEstelok sk, o]efRt Z|Ee] AAetA] R AN o] Heteta] /il
T ARMA] Fo] FFAAE Bl AFolord FEY Zlolth <)ot WE EIWHA issue +=
29 Operator) 2] BASIAH Affiliates) S vendor 2 S48 He AESl= Hl82] HHAolt ol
AR HE2 dubog APl S-8Eh= MoV A9 AZRE BAIE ERded & Qo
T olEd #AR S0l dig AEE RS AN Z8ok= Zo] dukAelr) o] AMY
TEYSTolRte ZALY] HIE-S SolrtE T PAISAC] g 55 HEShk= Zl°] &

ofZolct.

2. FFHA PHE
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ol AFE RE Hops o Amsh FAAW Aol Aokl A}l HEVSe] PAE wesiol
o7& hreshold) 7 F0§ SlEEE 7R QY= Hof hrm el Ao] Wtdolata s
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Reporting to government and JV partners
AHAEAAKJV agreements)ol] 2J71510] 2A4PAHOperator)= A712/81371402 21 249} Data &
Hl-&FAxAA AlEsHAl Elo] et o= Cash call ©]u} Revenue sharing & 9I5+ ZlQjol AFe] A%k
Ags7] §1ek AmSol). Ea, waAke] Feit sl ko] Al wet sl 2o} Aol Hushe

ZgAm5o] itk oleieh ARES AR Bie] B Zlo] F57hte] HAg0lekn & 4 Uk

Non-recoverable expenses (reconciliation between several documents)
2% Aol olete] sl vigTt B B8-S RSP Hk oleid ASe sl Wi
PSC(Production Sharing Contract) 53 22 ZAlofelA Aep7e skl AfgetEY 7H] JOA(Joint
Operation Agreement)ollA] 2FHAHOperator) HI-E & ARE Folshy| 954 A= gt Alekor

q
FEE FTAARERRI U A4 AlPAE AAJs] He A Adde] Sasht shAlk

Capex, AFEs and Work program & budgets
AQANEAIRE AL A Z(Capex: Capital Expenditure) AZ42] B1go] Wo] z&H7| nigold, o=
L9H8(Opex: Operation Expenditure) 2t} I3 FQ3kt} Capex A&©] JOA 9| accounting
procedure o wERA AR HPE|J=A] ofFe} o]o] wE  AFE(Authorization for Expenditure)7}
ARl or FRIHG=A] ARE HESlof gtk ARde] 2991¢3](Operating Committee) &

E3A] @ol% Work Program 1} oite] AAJ9} th2o] ieAr AEthite] shijolck,

Inter-company charges and cost allocations by the Operator (including parent

company overhead)
SA IRol 29WAHOperator)®]  overhead 9F T2 HFHIgEC] HAgt HlER  Ad=
2l (allocation) H|F=Al= AFNEARIS] At St gmtol7|e st o] Kt 7HaH WE
HROE oAk aP] wiEel Zhsdittd Xz FARAIS] Alefe]l BEs] Rule & Aok A= SRl

ol

Cash calls — appropriateness and timing
LB Operator)2] H-EQH(Cash cal)2 Hd = E7|HZ o]FojHct ol= HiZ dF9] &2

=
olelx|7] whee] Foo] AAa Hae ad Ado] Fasich
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Recoverability of receivables (AR, VAT, etc), Inventory — obsolescence and efficiency

of purchasing, Completeness of accounts payable & accrued liabilities

LEARL AR SRl 2k o] Al Aare] sl Fadt Hophl & 5

et

qlo} BAshE Apto] glrkEl o] o] LA Operaton)©] Te] HAl7] So] AAA)E sletato] st
Party o]l B9} 2 4= ek, WIAATY HIAFHLET} 2L R SAalo] wt A AkEl =]

HHohs ALk shte Iem o2t & 4= ek

Compliance with regulations (JOA, FOA & PSC, etc.)
G EAHOperator)i= AFgo] o]Foi|al Q= sid=7Ee] HECHH, AN, @735, 1 H9re] A Jq
oA FASHL Sl= AEs F AAHCF 5, AFFTREY 7He] AloRd SRE s 2|AoF gt} of2jh

HE 9 e fhiske AfE SR &Sz olofd & 7] wiEel ololl tishHE penaly 7t

7l Zo] dubaolztal & 4 glrk

3. H]- %9 AA(Non—operator) ZAto|A 5= Common Issues

AHAANE FEALl A HAYSHE F28. Tssue B2 oFfl T3t 2Tk o]t Issue -2 audit claim & S5HA]

H|-8-8 3H=(Cash reimburse) TL oJH Issue 5 e &4

W WA Sk 0] BH2 she Zlo] Ankolr,

BAHOperator) 2] G5l HHgsto] ALS

Description Response from JV partners
Operator over cash calls the JV partners Audit claim
Operator inappropriately on-charges sole costs/costs . )
Audit claim

relating to other assets to JV partners

Lack of support for G&A allocated costs (including parent

company overhead)

Audit claim for costs that should not

have been on-charged

Inappropriate cost allocation method

Audit claim for costs that should not
have been on-charged

Co-mingling of funds by Operator

Audit claim

Insufficient supporting documents for refundable VAT

Audit claim for non-recoverable VAT

Operator exceeds approved AFEs and Work Program &

Audit claim for excess amount

Budgets

Non-compliance with Regulations Audit claim
Non-compliance with requirements of JOA/FOA/PSC Audit claim
Awareness of new regulations Audit claim
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COPAS

=0 B A= fRA] it Al @ JARE 7L Qiok ofHRt ARINEAN] FAF Ade
HpEro 2 Exjxjzo] HIREHE| et B sjdskiat olelrlA] Rule 52 #23} (Standardization)
staat she eES wol o, 1961 Holl COPAS(The Council of Petroleum Accountants Societies) &
Aslelal, A5 0= Oil & Gas 2ofl o] AAZ] A%, FAL 718 Sl thiet Model & #HEL
Tlolzilel 9 siAS Wzkshe B9 LEle 712o] gt

COPAS of|4¥= Joint Operation o B2 E&of 23t Accounting Procedure® EFS THEY 910,
Accounting Procedure 9] al}4] 7to]=ello] kS Sh= Bulleting’2 H1tolal St TS £ HolARlo|
oigh dojalilely 7k W Ak=E e Qit

Aoz COPAS oA TFE1%! Accounting Procedure 2] 718 4412 “No Gain or Loss Principle”©]ct.
ohz &FHRHOperatorn)= B (k= olf= o]9S AU £4S Bie SEs AAlolel. COPAS
A dime] FA2 ot gk

N

“ It has always been the intent of the operating agreement that the operator should
not make a profit or conversely suffer a loss just because he is the operator...”
it ZZols A B 298K Operaton) = 159 o] thsiA 2GRt Rate ] service

charge & & & k= 4122 “No Gain or Loss principle”©] 7JZ]1L QJt}. ©]= Operator bonus E=

commission 59 FERE JOA U Accounting Procedure of] ¥F9%] 11 Qlct.

HJ

COPAS 9] ZHEL Oil & Gas EofollA] Bible Z

o
=
SHL Q= 71 HFe] Aol E &1 T1ES Tdkok= ZttiE COPAS & Hol xsha glrk

rlo
18
9_[3

aE

AAFES] ZHE719 3 Alell gt ARATE Ao W FFANE AlekA] AL Sl AMSdEol H
e AoE UL Qirt Bt BEAETAR SiF A 29 A7 AR AL wlAARAL Sk
Agolth. 1 99k Aekde] dErt ot gAY, Qlolw dARE WRE Event 7F QI%ke Aozt
wEnE B9 Oil & Gas industry ©F F=AY industry 9] FAFFEY Ownership Structure o4 71

7 &) Zo|= “The council of petroleum accountants societies of North America” @O}, 1980 Hoj
“North America”& AHA|st dxje] PAoz Holole.

% Accounting Procedure = Z+% Joint Operation Agreement @] appendix =02 251 9l

° Bulleting = oA Industry Standard 2 8511 912
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WA — 2AHFHQI Work Program

Area Audit procedures
+  Obtain and review JOA, FOA and PSC agreements
General +  Obtain minutes of Operating Committee meetings and understand key

directional decisions of joint operating committee

*  Vouch a sample of (capital and operating) expenditures charged to the JV
between X and X including substantiating the expenses to supporting
documents (e.g., invoices) and reviewing the allocation bases of costs and
expenses charged to the respective wells, fields and activities and ensure
that these allocations were in compliance with the JOA/FOA/PSC.

* Include specific areas of risk in sampling including cost allocations; G&A,;

Expenditures employee benefit provisions; asset retirement costs; community
development expenditures; etc.

+ Comment on whether expenditures vouched are incurred in accordance
with the JOA, WP&B and are related to the JV

»  Select a sample of tenders conducted during X to X and assess compliance
with terms of xxxxxx requirements. Assess exposure for non-cost recovery, if

any..

»  Obtain reconciliation of PSC expenditures to financial reports submitted to
Client X (i.e. Joint Interest Billing Statement) and the regulator(s) (i.e. FQR);

»  Obtain Government audit findings — if any and discuss nature of the
findings with Operator;

Reporting +  Discuss nature of non-cost recoverable cost items with Operator;

»  Obtain Joint Interest Billing statement ("JIB") as prepared by Operator and
agree to the general ledger (G/L); and

+  Discuss reconciling items exceeding a certain threshold with Operator

*  Review the JV bank reconciliation prepared by Operator as at 30 September
201x and agree balances to the JIB and bank statements;

»  Select a sample of other months during the period from x to x for similar
procedures;

Cash and bank »  Discuss reconciling items exceeding certain threshold with Operator; and

*  Review Operator’s accounting for and management of cash calls. The
review will cover the use of cash calls in accordance with approved AFE

programs; and appropriateness of timing of cash calls.
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Debtors and

Reconcile debtors and other receivables (including employee housing loan
program and other advances) per the JIB as prepared by the Operator to
the debtors and other receivables listings as at 30 September 201X;

Agree the PSC's Value Added Tax ("VAT") balance as at 30 September 201X

other to Operator’s official tax submissions and ascertain recoverability;
receivables Review the current debtors listing and note any unusual items;
Discuss reconciling items exceeding certain threshold with Operator; and
Based on inquiries of Operator, document the key drivers of any bad or
doubtful debts identified.
Prepaid Reconcile prepaid expenses and other assets per the JIB as prepared by the

expenses and

other assets

Operator to the prepaid expenses and other assets listings as at 30
September 201X; and

Discuss reconciling items exceeding certain threshold with Operator

Inventory

Agree the PSC's inventory balance as at 30 September 201X to Operator’s
inventory records and reconcile to last stock-take results and listing as at
30 September 201X;

Discuss reconciling items exceeding certain threshold with Operator;
Obtain list of surplus, dead stock, fast moving and slow moving inventory;
and

Based on inquiries of Operator, document the key drivers of any obsolete

inventory identified.

Property, plant
& equipment

Reconcile property, plant and equipment balance as at 30 September 201X
to the last physical check results and fixed assets register as at 30
September 201X;

Verify whether the AFE creations, supplements and close-outs are
supported with the appropriate documents and approvals (SKKMigas and
partner) in accordance with the JOA/FOA/PSC; and

Verify whether the actual expenditure that has exceeded the approved AFE
has been supported with appropriate AFE supplements.

Creditors and

accruals

Reconcile creditors, accruals and other liabilities per the JIB as prepared by
Operator as at 30 September 201x to the creditors ledger and listings of
accruals and other creditors;

Discuss reconciling items exceeding certain threshold with the Operator;
Review the current creditors ledger and note any unusual items;

Consider appropriateness of assumptions for any accruals or other

liabilities.
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