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SECTION A GENERAL
Al. Definitions

"AFFILIATE” shall mean any subsidiary or parent or holding company of any company
or any other subsidiary of such parent or holding company. For the purpose of this
definition, “subsidiary" and “holding company” shall have the meaning assigned to them
under Section 736, Companies Act, 1985, as amended by Section 144, Companies Act
1989.

"COMPANY" shall mean the person, persons, firm or company named in the PURCHASE
ORDER to purchase GOODS hereinafter defined and shall include the COMPANY's legal
personal representatives, successors and assigns.

"COMPANY GROUP" shall mean the COMPANY, its CO-VENTURERS, its and their
respective AFFILIATES and its and their respective directors, officers and employees
(including agency personnel), but shall not include any member of the CONTRACTOR
GROUP.

"CONTRACTOR" shall mean the person, persons, firm or company named in the
PURCHASE ORDER to supply GOODS hereinafter defined and shall include the
CONTRACTOR's legal personal representatives, successors and assigns.

"CONTRACTOR GROUP' shall mean the CONTRACTOR, its subcontractors, its and their
AFFILIATES, its and their respective directors, officers and employees (including agency
personnel), but shall not include any member of the COMPANY GROUP.

"CO-VENTURER?” shall mean any other entity with whom the COMPANY is or may be
from time to time a party to a joint operating agreement or unitisation agreement or
similar agreement relating to the operations for which the GOODS are being provided
and the successors in interest of such CO-VENTURER or the assignees of any interest of
such CO-VENTURER.

"DELIVERY DATE" shall mean the date(s) upon which the GOODS shall be delivered as
specified in the PURCHASE ORDER.

"GOODS" shall mean the goods to be provided in accordance with this PURCHASE
ORDER.

"PURCHASE ORDER" shall mean the contract formed by the acceptance of this
PURCHASE ORDER and shall incorporate these Purchase Order Terms and Conditions
as may be amended by any special conditions referred to in this PURCHASE ORDER.

A2 . Interpretation

All instructions, notices, agreements, authorisations, approvals and acknowledgements
shall be in writing. All such documentation together with all correspondence and other
documents shall be in the English language.

Nevertheless if for any reason, it is considered necessary by the COMPANY to give an
instruction to the CONTRACTOR orally in the first instance, the CONTRACTOR shall
comply with such instruction. Any such oral instruction shall be confirmed in writing as
soon as is possible under the circumstances, provided that, if the CONTRACTOR
confirms in writing any such oral instruction which is not contradicted in writing by the
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COMPANY without undue delay, it shall be deemed to be an instruction in writing by
the COMPANY.

Any reference to statute, statutory provision or statutory instrument shall include any
re-enactment or amendment thereof for the time being in force.

Unless the context otherwise requires, words importing the singular shall include the
plural, and words importing the masculine gender shall include the feminine and neuter
genders, and vice versa.

A3. Invalidity and Severability

If any provision of this PURCHASE ORDER shall be found by any court or administrative
body of competent jurisdiction to be invalid or unenforceable, the invalidity or
unenforceability shall not affect the other provisions of this PURCHASE ORDER and all
provisions not affected by such invalidity or unenforceability shall remain in full force
and effect. The COMPANY and the CONTRACTOR agree to attempt to substitute, for any
invalid or unenforceable provision, a valid or enforceable provision which achieves to
the greatest possible extent, the economic, legal and commercial objectives of the
invalid or unenforceable provision.

SECTION B THE CONTRACTOR’S COMMITMENT TO THE COMPANY
B1l. Terms

The CONTRACTOR will sell the GOODS to the COMPANY on the terms set out in the
PURCHASE ORDER.

B2. Delivery

The CONTRACTOR will deliver or make the GOODS available to the COMPANY at the
place specified in the PURCHASE ORDER, on the DELIVERY DATE.

In the event that the CONTRACTOR is unable to deliver the GOODS on the DELIVERY
DATE the CONTRACTOR shall notify the COMPANY at the earliest possible opportunity.
The COMPANY and the CONTRACTOR shall endeavour to agree a mutually acceptable
revised DELIVERY DATE. However, in the event that the COMPANY and the
CONTRACTOR cannot agree, the COMPANY shall have the right to terminate the
PURCHASE ORDER and recover from the CONTRACTOR the direct losses sustained as a
result of the delay up to an amount not to exceed the value of the PURCHASE ORDER.

B3. Inclusive Price

The price which the COMPANY has agreed to pay for the GOODS is set out in the
PURCHASE ORDER and is exclusive of VAT but includes all other taxes, duties or other
charges as applicable.

B4. Access

The CONTRACTOR will allow the COMPANY to expedite, inspect and test the GOODS
during manufacture at the CONTRACTOR's premises on reasonable prior notice. Any
expediting, inspection, testing or any failure to do so shall in no way relieve the
CONTRACTOR of its obligations as specified in the PURCHASE ORDER.
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B5. Specifications

The CONTRACTOR will ensure that the GOODS will meet the COMPANY’s requirements
with regard to any quality, fitness for purpose, quantity or specifications, which are set
out in the PURCHASE ORDER.

B6. Defects Correction

The CONTRACTOR will repair, replace or rectify any of the GOODS (or any replacement)
which are defective. The CONTRACTOR'’s obligation shall apply only when the GOODS
are used in accordance with the CONTRACTOR's specification or if no such specification
exists , used in accordance with their ordinary purpose. The CONTRACTOR'’s obligation
shall cease 24 months from delivery Title and risk in the GOODS or any part thereof
which do not comply with the requirements of the PURCHASE ORDER and which are
rejected by the COMPANY shall re-vest in the CONTRACTOR on return to the
CONTRACTOR.

B7. Packing

The CONTRACTOR will ensure that the GOODS are properly packed, secured and
labelled in accordance with accepted good industry practice and to meet the
COMPANY's requirement as specified in the PURCHASE ORDER.

B8. Documentation

The CONTRACTOR will provide to the COMPANY by the due date(s), all drawings,
certificates or other documentation in the specified format and quantities as detailed in
the PURCHASE ORDER.

B9. Hazardous Materials

The CONTRACTOR will ensure that the GOODS will comply with the requirements of all
applicable law and, to the extent that they contain toxic, corrosive or hazardous
materials, the CONTRACTOR will ensure that a notice to that effect accompanies each
consignment, together with appropriate care and handling instructions.

GOODS supplied under the PURCHASE ORDER, which are contaminated beyond use,
at the time of delivery, shall be regenerated or disposed of by the CONTRACTOR. The
title and risk of the contaminated GOODS will remain with the CONTRACTOR, who will
bear all expenses for the said processes.

In the event that COMPANY contaminates the GOODS, the COMPANY will liable for the
processes of regeneration or disposal.

B10. Title and Risk

Title and Risk in the GOODS will pass from the CONTRACTOR to the COMPANY at
delivery in accordance with the COMPANY's requirements under the PURCHASE
ORDER.

B11l. Patent Indemnity

The CONTRACTOR shall save, indemnify, defend and hold harmless the COMPANY
GROUP from all claims, losses, damages, costs (including legal costs), expenses, and
liabilities of every kind and nature for, or arising out of, any alleged infringement of any
patent or proprietary or protected right arising out of or in connection with the
performance of the obligations of the CONTRACTOR under the PURCHASE ORDER
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except where such infringement necessarily arises from the job specification and/or the
COMPANY’s instructions.

However, the CONTRACTOR shall use its reasonable endeavours to identify any
infringement in the job specification and/or the COMPANY'’s instructions of any patent
or proprietary or protected right, and should the CONTRACTOR become aware of such
infringement or possible infringement then the CONTRACTOR shall inform the
COMPANY immediately.

The COMPANY shall save, indemnify, defend and hold harmless the CONTRACTOR
GROUP from all claims, losses, damages, costs (including legal costs), expenses, and
liabilities of every kind and nature for, or arising out of, any alleged infringement of

any patent or proprietary or protected right arising out of or in connection with the
performance of the obligations of the COMPANY under the CONTRACT or the use by the
CONTRACTOR of the job specification or materials or equipment supplied by the
COMPANY.

B12. Spares

The CONTRACTOR shall give sufficient notice to the COMPANY of its intention to cease
supply of GOODS, component parts or replacements, to enable the COMPANY to
purchase such GOODS, component parts or replacements.

SECTION C THE COMPANY’S COMMITMENT TO THE CONTRACTOR
C1l. Terms

The COMPANY will buy the GOODS from the CONTRACTOR on the terms set out in this
PURCHASE ORDER.

C2. Acceptance

Acceptance shall be from the time when a duly authorised employee or representative
of the COMPANY accepts the GOODS, delivered or collected, and where such GOODS
are not defective or damaged in any way and comply with the PURCHASE ORDER. In
the event that a defect in or damage to the GOODS or any breach of the PURCHASE
ORDER is identified by the COMPANY, it shall be deemed not to have accepted the
GOODS until such time as such defect, damage or breach is remedied by the
CONTRACTOR.

Such acceptance shall be within a reasonable time of delivery or collection, but shall be
without prejudice to the CONTRACTOR's liability for any defect in or damage to the
GOODS or any breach of the PURCHASE ORDER which is not identified by such duly
authorised employee or representative of the COMPANY at the time of acceptance.

C3. Use

The CONTRACTOR will not be liable for any loss or damage resulting from the failure of
the COMPANY to use the GOODS in accordance with any specific operating conditions
set out in the PURCHASE ORDER.

C4. Risk

The COMPANY will be responsible for risk of loss or damage to the GOODS with effect
from the DELIVERY DATE.
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C5. Price Payment

The COMPANY will pay for the GOODS against the CONTRACTOR's invoice in the
amounts specified in the PURCHASE ORDER within thirty (30) days of receipt of the
CONTRACTOR's proper Value Added Tax invoice, the receipt not being earlier than the
delivery unless otherwise stated in the PURCHASE ORDER.

If the COMPANY disputes any items on any invoice in whole or in part or if the invoice is
prepared or submitted incorrectly in any respect, the COMPANY shall notify the
CONTRACTOR of the reasons and request the CONTRACTOR to issue a credit note for
the

unaccepted part or whole of the invoice as applicable. Upon receipt of such credit note
the COMPANY shall be obliged to pay the undisputed part of a disputed invoice.

On settlement of any dispute, the CONTRACTOR shall submit an invoice for sums due
and the COMPANY shall make the appropriate payment in accordance herewith.

Interest shall be payable for late payment of correctly prepared and supported invoices.
The amount of interest payable shall be based on the then current annual Bank of
England ‘Base Rate’ plus the annual percentage stated in the PURCHASE ORDER and
shall be calculated pro rata on a daily basis. In the absence of such percentage, the
amount of interest payable shall be based on the then current annual Bank of England
‘Base Rate’ plus three percent (3%) per annum and shall be calculated pro rata on a
daily basis. Interest shall run from the date on which the sum in question becomes due
for payment in accordance with the provisions of Clause C5 until the date on which
actual payment is made. Any such interest to be claimed by the CONTRACTOR shall be
invoiced separately and within ten (10) working days of payment of the invoice to which
the interest relates. Payment of the invoice claiming interest shall be in accordance with
the provisions of Clause C5 hereof.

C6. Patent/Design Rights

All designs, drawings and other technical information relating to the GOODS or
services, including any software provided solely by the CONTRACTOR under the
PURCHASE ORDER, and the intellectual property rights therein made or acquired solely
by the CONTRACTOR prior to or during the preparation of the proposal or tender or in
the course of work on the PURCHASE ORDER shall be and remain the CONTRACTOR's
property unless otherwise set out in the PURCHASE ORDER.

C7 . Termination for Convenience

The COMPANY may at any time give written notice to the CONTRACTOR to terminate
the PURCHASE ORDER forthwith and in such event the COMPANY shall pay, and the
CONTRACTOR shall accept in settlement of all claims under the PURCHASE ORDER,
such sums as shall reasonably compensate it for all work done and obligations assumed
by it in performance of the PURCHASE ORDER prior to its termination and for all work
reasonably done by the CONTRACTOR in giving effect to such termination. The value of
any material, payment for which has been made by the COMPANY but which is left
with, and can be put to use by, the CONTRACTOR, shall be taken into account when
calculating such losses but such sum shall in no event exceed the price set out in the
PURCHASE ORDER unless otherwise previously agreed.

C8. Status of COMPANY
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The COMPANY enters into the PURCHASE ORDER for itself and as agent for and on
behalf of the other CO-VENTURERS. Without prejudice to the provisions of Clause D12
and notwithstanding the above:

(@ the CONTRACTOR agrees to look only to the COMPANY for the due
performance of the PURCHASE ORDER and nothing contained in the
PURCHASE ORDER will impose any liability upon, or entitle the
CONTRACTOR to commence any proceedings against any CO-VENTURER
other than the COMPANY; and

(b) the COMPANY is entitled to enforce the PURCHASE ORDER on behalf of all
CO-VENTURERS as well as for itself. For that purpose the COMPANY may
commence proceedings in its own name to enforce all obligations and
liabilities of the CONTRACTOR and to make any claim which any CO-
VENTURER may have against the CONTRACTOR.

SECTION D OUR COMMITMENTS TO EACH OTHER

D1. Indemnity Arrangements

D1.1

D1.2

The CONTRACTOR shall be responsible for and shall save, indemnify, defend and
hold harmless the COMPANY GROUP from and against all claims, losses,
damages, costs (including legal costs) expenses and liabilities in respect of:

(@ loss of or damage to property of the CONTRACTOR GROUP whether owned,
hired, leased or otherwise provided by the CONTRACTOR GROUP arising
from, relating to or in connection with the performance or non-performance
of the PURCHASE ORDER; and

(b) personal injury including death or disease to any person employed by the
CONTRACTOR GROUP arising from, relating to or in connection with the
performance or non-performance of the PURCHASE ORDER; and

(c) subject to any other express provisions of the PURCHASE ORDER, personal
injury including death or disease or loss of or damage to the property of any
third party to the extent that any such injury, loss or damage is caused by
the negligence or breach of duty (whether statutory or otherwise) of the
CONTRACTOR GROUP . For the purposes of this Clause D1.1 (c) “third
party" shall mean any party, which is not a member of the COMPANY
GROUP or the CONTRACTOR GROUP.

The COMPANY shall be responsible for and shall save, indemnify, defend and hold
harmless the CONTRACTOR GROUP from and against all claims, losses, damages,
costs (including legal costs) expenses and liabilities in respect of:

(@ loss of or damage to property of the COMPANY GROUP whether

(i) owned by the COMPANY GROUP, or

(ii) leased or otherwise obtained under arrangements with financial institutions
by the COMPANY GROUP

arising from, relating to or in connection with the performance or non-performance
of the PURCHASE ORDER, but excluding the GOODS prior to delivery; and
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(b) personal injury including death or disease to any person employed by the
COMPANY GROUP arising from, relating to or in connection with the
performance or non-performance of the PURCHASE ORDER; and

() subject to any other express provisions of the PURCHASE ORDER, personal
injury including death or disease or loss of or damage to the property of any
third party to the extent that any such injury, loss or damage is caused by
the negligence or breach of duty (whether statutory or otherwise) of the
COMPANY GROUP. For the purposes of this Clause D1.2 (c) “third party"”
shall mean any party which is not a member of the CONTRACTOR GROUP or
the COMPANY GROUP.

D1.3 All exclusions and indemnities given under this Clause D1 (save for those under
Clauses D1.1(c), D1.2(c)) and Clause D2 shall apply irrespective of cause and
notwithstanding the negligence or breach of duty (whether statutory or
otherwise) of the indemnified party or any other entity or party and shall apply
irrespective of any claim in tort, under contract or otherwise at law.

D1.4 If either party becomes aware of any incident likely to give rise to a claim under
the above indemnities it shall notify the other and both parties shall co-operate
fully in investigating the incident.

D2. Consequential Loss
For the purposes of this Clause D2 the expression “Consequential Loss” shall mean:
0) consequential or indirect loss under English law; and

(if) loss and/or deferral of production, loss of product, loss of use, loss of
revenue, profit or anticipated profit (if any), in each case whether direct or
indirect to the extent that these are not included in (i), and whether or not
foreseeable at the date of the PURCHASE ORDER.

Notwithstanding any provision to the contrary elsewhere in the PURCHASE ORDER and
except to the extent of any agreed liquidated damages (including without limitation any
predetermined termination fees) provided for in the PURCHASE ORDER, the COMPANY
shall save, indemnify, defend and hold harmless the CONTRACTOR GROUP from the
COMPANY GROUP’s own Consequential Loss and the CONTRACTOR shall save,
indemnify, defend and hold harmless the COMPANY GROUP from the CONTRACTOR
GROUP’s own Consequential Loss, arising from, relating to or in connection with the
performance or non-performance of the PURCHASE ORDER.

D3. Insurance

The COMPANY and the CONTRACTOR shall maintain levels of insurance sufficient to
cover their respective liabilities and obligations under the PURCHASE ORDER and at
law.

D4. Confidentiality

The COMPANY and the CONTRACTOR shall keep the PURCHASE ORDER and any
information, which either party learn about the other in strict confidence and will not
disclose the same to any third party without the prior written consent of the other party.
D5. Variations

Edition 2-December 2005
Page No.7



PURCHASE ORDER TERMS AND CONDITIONS (SHORT FORM)

With reasonable prior notice, the COMPANY and the CONTRACTOR shall discuss
variations to the PURCHASE ORDER and agree with each other resulting changes to
any of the details shown in the PURCHASE ORDER.

D6. Force Majeure

Neither the COMPANY nor the CONTRACTOR shall be responsible for any failure to fulfil
any term or condition of the PURCHASE ORDER if and to the extent that fulfilment has
been delayed or temporarily prevented by a force majeure occurrence, as hereunder
defined, which has been notified in accordance with this Clause D6 and which is
beyond the control and without the fault or negligence of the party affected and which,
by the exercise of reasonable diligence, the said party is unable to provide against.

For the purposes of this PURCHASE ORDER only the following occurrences shall be
force majeure:

(@) Riot, war, invasion, act of foreign enemies, hostilities (whether war be
declared or not), acts of terrorism, civil war, rebellion, revolution,
insurrection of military or usurped power;

(b) lonising radiations or contamination by radio-activity from any nuclear fuel
or from any nuclear waste from the combustion of nuclear fuel or radio-
active, toxic, explosive or other hazardous properties of any explosive
nuclear assembly or nuclear component thereof;

(c) Pressure waves caused by aircraft or other aerial devices travelling at sonic
or supersonic speeds;

(d) Earthquake, flood, fire, explosion and/or other natural physical disaster,
but excluding weather conditions as such, regardless of severity;

(e) Strikes at a national or regional level or industrial disputes at a national or
regional level, or strikes or industrial disputes by labour not employed by
the affected party its sub-contractors or its suppliers and which affect a
substantial or essential portion of the GOODS;

() Maritime or aviation disasters;

() Changes to any general or local Statute, Ordinance, Decree, or other Law,
or any regulation or bye-law of any local or other duly constituted authority
or the introduction of any such Statute, Ordinance, Decree, Law,
regulation or bye-law.

D7. Transfer of PURCHASE ORDER

Neither the COMPANY nor the CONTRACTOR shall at any time sub-contract or assign
any part of their respective rights or obligations under this PURCHASE ORDER to any
other person, without first obtaining the other party's prior consent which shall not
unreasonably be withheld or delayed.

D8. Dispute Resolution
If either party is dissatisfied with the performance of the other in relation to the GOODS

or this PURCHASE ORDER, the parties shall meet as soon as possible in good faith with
each other to try to resolve the matter in an amicable way.

Edition 2-December 2005
Page No.8



PURCHASE ORDER TERMS AND CONDITIONS (SHORT FORM)

If no agreement is reached the parties may attempt to settle the dispute by a form of
Alternative Dispute Resolution to be agreed between the parties.

In the absence of any agreement being reached on a particular dispute either party may
take appropriate action in the English Courts to resolve the dispute at any time.

D9. Cancellation

The CONTRACTOR or the COMPANY may terminate the PURCHASE ORDER in the event
that:

(a) the other party is in breach of a condition of the PURCHASE ORDER; or

(b) the other party becoming bankrupt or making a composition or arrangement with
its creditors or a winding-up order being made or (except for the purposes of
amalgamation or reconstruction) a resolution for its voluntary winding-up being
passed or a provisional Liquidator, Receiver, Administrator or Manager of its
business or undertaking being appointed or presenting a petition or having a
petition presented applying for an administration order to be made pursuant to
Section 9 Insolvency Act 1986, or possession being taken by or on behalf of the
holders of any debenture secured by a Floating Charge of any property

comprised in or subject to the Floating Charge, or any equivalent act or thing being
done or suffered under any applicable law,

In such an event, the only remaining commitment will be for the COMPANY to pay for
GOODS already delivered by the CONTRACTOR but not yet paid for.

D10. Proper Law and Language

The PURCHASE ORDER shall be construed and take effect in accordance with English
Law excluding those conflict of law rules and choice of law principles which would deem
otherwise, and subject to the provisions of Clause D8, shall be subject to the exclusive
jurisdiction of the English Courts.

The ruling language of the PURCHASE ORDER shall be the English Language.
D11. Special Terms

The CONTRACTOR and the COMPANY agree that any special conditions set out in the
PURCHASE ORDER will take precedence over the general terms and conditions set out
herein.

D12. Contracts (Rights of Third Parties) Act

D12.1 Subject to Clause D12.3, the parties intend that no provision of the PURCHASE
ORDER shall, by virtue of the Contracts (Rights of Third Parties) Act 1999 (“the
Act”) confer any benefit on, nor be enforceable by any person who is not a party
to the PURCHASE ORDER.

D12.2 For the purposes of this Clause D12, “Third Party” shall mean any member of the
COMPANY GROUP (other than the COMPANY) or CONTRACTOR GROUP (other
than the CONTRACTOR).

Edition 2-December 2005
Page No.9



PURCHASE ORDER TERMS AND CONDITIONS (SHORT FORM)

D12.3 Subject to the remaining provisions of the PURCHASE ORDER, Clause B11,
Clause D1, D2 and D3 are intended to be enforceable by a Third Party by virtue
of the Act.

D12.4

D12.5

D12.6

D12.7

Notwithstanding Clause D12.3, the PURCHASE ORDER may be rescinded,
amended or varied by the parties to the PURCHASE ORDER without notice to or
the consent of any Third Party even if, as a result, that Third Party’s right to
enforce a term of this PURCHASE ORDER may be varied or extinguished.

The rights of any Third Party under Clause D12.3 shall be subject to the
following:-

(@)

(b)

any claim, or reliance on any term of the PURCHASE ORDER by a Third
Party shall be notified in writing in accordance with the requirements of
Clause D1.4 by such Third Party as soon as such Third Party becomes
aware that an event is likely to give rise to such a claim and such
notification shall contain the following information as a minimum:

0) details of the occurrence giving rise to the claim; and

(if)  the right relied upon by the Third Party under the PURCHASE
ORDER,

the provisions of Clause D8 shall apply in respect of any claim by a Third
Party in that the relevant parties agree to resolve any dispute between
them in a prompt and amicable manner by adopting the provisions of
Clause D8,

the Third Party’s written agreement to submit irrevocably to the jurisdiction
of the English Courts in respect of all matters relating to such rights.

In enforcing any right to which it is entitled by virtue of the Act and the
provisions of this PURCHASE ORDER, the remedies of a Third Party shall be
limited to damages.

A Third Party shall not be entitled to assign any benefit or right conferred on

under this PURCHASE ORDER by virtue of the Act.
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GUIDANCE NOTES

Purchase Order Terms and Conditions (Short Form)

| ntroduction

The model contract for which these guidance notes are written is the Purchase Order
Terms and Conditions (Short Form) Edition 2 — December 2005

For guidance on the use of this model, see “Intended Applications’, below.

The case for a standard approach

By common consent the UKCS is in its maturity, resulting in increased unit costs and
competition for investment from other prospective oil provinces across the world.
These circumstances make the need for efficiency in support of operations, while
always necessary, even more important. Consider therefore how we have traditionally
managed contracting for goods and services.

Invitations to Tender issued by UKCS operators in the past typicaly contained
individual specific contract terms and conditions. More often than not these terms
would differ from the form previously seen by contractors thus necessitating a fresh
review on each and every occason. A variety of contracts, legal and
project/operational personnel will typically be involved in this process. The contract
form issued by the operator would normally be drafted in the operator’'s favour,
anticipating, and receiving, lengthy qualifications by tenderers. Tenderersin turn would
demand more concessions than they would expect the operator to agree to as
“negotiation” was expected. Often lengthy discussion followed, involving many
individuals, before an agreed position was reached.

The above process, on an industry wide basis, taking into account the number of
operators, contractors and suppliers involved and the whole range of exploration,
development and production activities covered, has a very significant resource and cost
impact.

What did or does this process achieve? For many who have worked with this
arrangement over many years the belief is that it achieves very little. Risk is not
managed or allocated where it can most appropriately be borne, rather it is pushed
from one party to another depending on prevailing market conditions. Additional
insurance costs can result and contract costs may be increased due to uncertainties
and/or contingencies being added. Ultimately, however, the contracts that are signed
by different operators and contractors often end up being remarkably alike.

So there is a compelling case for standard contracts, not, it should be said, in the case
of scopes of work, company hedth, safety and environment matters, technical
specifications, or in the area of true commercial and pricing issues, where of course it
is normal and necessary to encourage competition, innovation and a vigorous
relationship between the parties. Standardisation in this context deals only with the
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general terms and conditions, the “boiler plate”, where little value, but significant cost,
attaches to a repetitive adversarial approach.

Pur pose of M odel Contr act

The purpose of the model Purchase Order Terms and Conditions (Short Form) is to
provide a commonly known and understood foundation around which the Company
and the Contractor can build their particular requirements.

This eliminates much of the effort historicaly spent reviewing, qudifying and
reviewing qudifications to the many different sets of procurement conditions offered
by the industry. That time is now available to focus on developing specific terms
directly beneficial to the work to be done.

Pur pose of Guidance Notes

During the development of the Purchase Order Terms and Conditions (Short Form) it
was apparent that the meanings and intentions behind certain parts of the Conditions
might usefully be explained for the benefit of users. These guidance notes make those
explanations. They are intended for use by practitioners in industry as practica
support in getting best value from using the Model Contracts. These guidance notes
do not form part of the Purchase Order Terms and Conditions (Short Form) and
arenot to betaken asalegal interpretation of the Conditions.

I ntended Applications

The Purchase Order Terms and Conditions (Short Form) have been prepared to serve
the following types of project:

high volume transactions;
low value; or
low technical risk.

It is intended that the Purchase Order Terms and Conditions (Short Form) are
incorporated into the Purchase Order by reference. A scope of supply should be
attached in order to form a contract. Any specific anendments to the Purchase Order
Terms and Conditions (Short Form) should be detailed in the Purchase Order.
Feedback

It is intended that these model contracts should be documents that evolve to meet the
changing needs of the industry. To this end it is important that the industry provides
feedback on its experience with the use of the model contracts.

LOGIC requests specifically :-
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details of common areas of concern which give rise to consistent modifications to
material terms of the Contract through custom and usage,

case histories of the model contracts being either helpful or unhelpful with specific
detail of why that was so,

recommendations to develop the scope of existing model contracts or additional
models which would serve the industry well,

suggested modifications or additions to the guidance notes.
All feedback should be sent in the first instance to;
Contracts for the Offshore Oil and Gas Industry : Comments
LOGIC,
The Exchange 2 (Third Floor),
62 Market Street,
ABERDEEN AB11 5PJ

The Model Conditions of Contract along with other Model General Conditions of
Contract are aso available on the LOGIC website (www.logic-oil.com).
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Other Relevant M odédls

Model General Conditions of Contract (with supporting guidance notes)
Marine Construction
Services
Well Services
Design
Mobile Drilling Rig
Supply of Mgjor Items of Plant and Equipment
Small/Medium Enterprises (SME) Services

Subcontract Small / Medium Enterprises (SME) Services

Copies of these documents can be obtained from :

LOGIC

The Exchange 2 (Third Floor),
62 Market Street,
ABERDEEN AB11 5PJ

The Model Genera Conditions of Contract are aso available on the LOGIC website
(www.logic-oil.com).
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EXPLANATORY NOTES

1. STRUCTURE OF THE CONTRACT

1.1 The Contract is designed to be used in a high volume, low value or low technical
risk environment where ease of use is critical. The Contract is not suitable for
projects of a high value or with technical complexity where one of the other
Model Forms may be more appropriate.

1.21t is anticipated that a PURCHASE ORDER will form the base of the agreement
and will incorporate the PURCHASE ORDER TERMS AND CONDITIONS
(Short Form) by reference. Any specia conditions will be set out in the
PURCHASE ORDER and will take precedence over the PURCHASE ORDER
TERMS AND CONDITIONS (Short Form). A scope of supply should be
attached to the PURCHASE ORDER. The PURCHASE ORDER TERMS AND
CONDITIONS (Short Form) are divided into four main sections:

- Déefinitions;

- The CONTRACTOR’S commitments to the COMPANY ;

- The COMPANY'’S commitments to the CONTRACTOR; and
- Our commitments to each other.

2 SECTION B - THE CONTRACTOR'S COMMITMENT TO THE
COMPANY

2.1B2 Ddivery

Where the PURCHASE ORDER TERMS AND CONDITIONS (Short Form)
conditions are being used for higher value transactions consideration should be
given to using a clause which sets out liquidated damages for delay in lieu of the
provisions set out in paragraph 2 of Clause B2.

22B4  Access

Both the COMPANY and CONTRACTOR are encouraged to set out clearly in
the scope of supply any specific ingpection or testing requirements they may have.
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2.3B10 _ Titleand Risk

Title and Risk in the GOODS will pass from the CONTRACTOR to the
COMPANY when the GOODS are received by the COMPANY at the place
specified in the PURCHASE ORDER.

3 SECTION C - THE COMPANY'S COMMITTTMENT TO THE
CONTRACTOR

3.1C2 Acceptance

This clause allows the COMPANY a reasonable time to inspect the GOODS after
DELIVERY to ensure they comply with the requirements of the PURCHASE
ORDER. The CONTRACTOR may request defective GOODS be repaired,
rectified or replaced under the provisions of clause B6 Defects Correction.

3.2C5H Terms of Payment

Clause C5 provides for interest to be paid for late payment of invoices. The Late
Payment of Commercial Debts (Interest) Act came into effect on 1 November
1998 and gives the statutory right to claim interest for late payment of invoices at
bank base rate plus an additional percentage. The contract default position is 3%
over the base rate. However, it is important to ensure that the amount of interest
remains ‘substantial’ in the eyes of the Court which at a later date may consider it
insufficient to reflect the intent of the legidation.

4 SECTIOND - INDEMNITY ARRANGEMENTS

4.1D1 Indemnity Arrangements

The Indemnity arrangements athough detailed and comprehensive are consistent
with the other contracts in the LOGIC suite of contracts.

Generaly this clause includes reciprocal indemnities in respect of property and
personnel of the COMPANY GROUP and CONTRACTOR GROUP and third
parties as defined in D1.1 (c) and D1.2 (c).

4.2 D6 Force Majeure

This clause defines Force Majeure for the purposes of the Contract in order to
ensure a proper understanding of the term.

4.3D8 Dispute Resolution

This clause assumes that, in the event that the parties cannot settle any dispute that
may arise, their final recourseis to the Courts.
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4.4 D12 Contracts (Right of Third Parties) Act

The Contracts (Rights of Third Parties) Act provides for the creation of third
party rights under al contracts with an effective date of commencement of 11
May 2000 or later unless its application is excluded. This Clause provides that
only those rights of third parties referred to under the following Clauses shall be
enforceable under the Act :-

Clauses B11 — Patents and Other Proprietary Rights

Clause D1 — Indemnities

Clause D2 — Consequential Loss
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