AHMER BILAL SOOFI & CO.

Islamabad Office:

12- Main Embassy Road (6th Avenus),
Sector (3-6/4, Islamabad, Pakistan
UAN: +92 51 111 333 227

Fax: +92 51 283 1154

ADVOCATES AND www absco.pk

COUNSELS.
Date: 21-02-2023. Without Prejudice
To,

Mansoor Usman Awan,
AJURIS, Advocates & Corporate Counsel,
43, Street 13, F-7/2, Islamabad, Pakistan

Subject: Re: COMPLAINT AGAINST PARENT ENTITY OF “FRONTIER
HOLDINGS LIMITED & SPUD ENERGY_PTY LIMITED” JURA
ENERGY CORPORATION ON_BEHALF OF THE MINORITY
SHAREHOLDER

We act for and on behalf of the Minority Shareholder (to be referred to as the “Aggrieved
Shareholder”) of Jura Energy Corporation (to be hereinafter referred to as "JEC") and were
instructed to file this Complaint by our Client who wishes to elucidate the magnitude and
voluminous nature of the indiscretion, malpractice and benevolent behavior adopted by the
Board of Directors of JEC and its wholly owned subsidiaries SPUD Energy Private Limited
(to be hereinafter referred to as “SEPL”) and Frontier Holding Limited (to be hereinafter
referred to as “FHL”) to act independent of duty, function and practice that coincides with

overarching principles of Good Corporate Governance and Compliance.

This is with reference to your Letter Dated 15% February 2023 (to be hereinafier referred to
as “Letter No.17). At the outset, it appears that your narration of the facts is based on mere
delusions and baseless assumptions. You have categorically failed to realize the misconduct
of your client which is currently under investigation by the relevant forum. The ongoing
investigation will answer majority of the queries that you have mentioned in your Letter No.

However, as the corresponding communication has been read and received by the respected
officials of the Islamic Republic of Pakistan, we will continue to provide further assistance &

information for the disbursement of both fair and equitable treatment, of the Aggrieved
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Shareholder, i.e., Minority Shareholder. We would draw your attention on the following para-

wise response to your concoctions:

L.

The JEC ‘s Board has failed to disclose the several Notices issued by the
Government to various Government nominated Buyers as to your Client’s failure to
pay the outstanding Royalty obligations towards the Government of Pakistan,
pursuant to its activities within the Jurisdictional limits of Islamic Republic of
Pakistan.

It is a stated fact that Three (3) Notices were issued to various Government

Nominated Buyers and Private Gas Buyers as follows:

i Engro Fertilizers Limited “Engro” dated February 17% 2022
Subject: Withholding Payment against share of M/s Spud Energy Pty Ltd
from invoices for sale of the Natural Gas from Reti Maru Field (Guddu
Block):

The Notice stated as under:

“5. M/s Spud Energy Pty Ltd has been found to in continuing willful default
of its obligations to pay the outstanding rayalty of a total sum of Rs
100,371,256/- One Hundred Million Three hundred seventy one thousand
two hundred fifty six Rupees...

6. It may be clarified that royalty is an Constitutional requirement in an oil
and gas lease that gives the Government the right to receive 12.5% of the
production from the leased acreage and it is the first charge of the
government on the oil and gas produced and saved, therefore the Company
has been selling the oil and gas and receiving the payment of 100% oil and
gas without paying royalty to the Government in sheer violation of the 1986
Rules and PCA.
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7. The Competent Authority has decided to recover the outstanding royalty
amount by directing the nominated buyers to recover the outstanding royalty
amount by directing the nominated buyers to withhold the entire payment of
the defaulter i.e M/s Spud Energy Pty Ltd of its share in the oil and gas
produced from the lease till satisfaction of the entire claim and also to deduct
at source the royalty amount at the rate of 12.5% from the share of Spud in

Sfuture invoices.

8. You are directed to deposit forthwith the amount withheld as above in the

Jollowing treasury accounts...
9. This issues with the approval of the Competent Authority,”

Sui Southern Gas Company Limited “SSGCL” and Pakistan Refinery
Limited “PRL” dated February 17* 2022

Subject: Withholding Payment against share of M/s Spud Energy Pty Ltd
from invoices for sale of the Natural Gas and Crude Qil/Condensate from

Zarghun South Field (Bolan Block)
The Notice stated as under:

“3. M/s Spud has been found to in continuing willful default of its obligations
to pay the outstanding royalty of a total sum of Rs 734,450,141/-

6. It may be clarified that royalty is an Constitutional requirement in an oil
and gas lease that gives the Government the right to receive 12.5% of the
production from the leased acreage and it is the first charge of the
government on the oil and gas produced and saved, therefore the Company
has been selling the oil and gas and receiving the payment of 100% oil and
gas without paying royalty to the Government in sheer violation of the 1986
Rules and PCA.
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7. The Competent Authority has decided to recover the outstanding royalty
amount by directing the nominated buyers to recover the outstanding royaity
amount by directing the nominated buyers to withhold the entire payment of
the defaulter i.e M/s Spud Energy of its share in the oil and gas produced
Jrom the lease till satisfaction of the entire claim and also to deduct at source
the royalty amount at the rate of 12.5% from the share of M/s Frontier

holding Company in future invoices

8. You are directed to deposit forthwith the amount withheld as above in the

Jollowing treasury accounts ...

9. This issues with the approval of the Competent Authority.”

iii. Sui Southern Gas Company Limited dated February 17% 2022
Subject: Withholding Payment against share of M/s Frontier Holding
Company from invoices for sale of the Natural Gas from Badin IV South
Block.

The Notice stated as under;

“3. M/s Frontier holdings Limited has been found to in continuing willful
default of its obligations tv pay the outstanding royalty of a total sum of Rs
303,195,732/~ It may be clarified that royalty is an Constitutional
requirement in an oil and gas lease that gives the Government the right to
receive 12.5% of the production from the leased acreage and it is the first
charge of the government on the oil and gas produced and saved, therefore

the Company has been selling the oil and gas and receiving the payment of
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100% oil and gas without paying royalty to the Government in sheer
violation of the 2001 Rules and PCA.

6. The Competent Authority has decided to recover the outstanding royalty
amount by directing the nominated buyers to recover the outstanding royalty
amount by directing the nominated buyers to withhold the entire payment of
the defaulter i.e M/s Frontier Holding of its share in the oil and gas
produced from the lease till satisfaction of the entire claim and also to deduct
at source the royalty amount at the rate of 12.5% from the share of Ms

Frontier holding Company in future invoice

8. You are directed to deposit forthwith the amount withheld as above in the

Jollowing treasury accounts...”
9. This issues with the approval of the Competent Authority, "

In light of the same it is submitted — that the Regulator has declared M/s FHL

and M/s Spud as:

1. Royalty Defaulters

2. In breach of the Constitution of Pakistan

3. In breach of the Applicable Rules (1986 and 2001
4, [n breach of the Petroleum Concession Agreement
5. Continuing wiliful default.

S

It was the duty of JEC to immediately issue a press release and disclose these
Notices which JEC miserably failed to do so. Further, such non-disclosure of
Notices issued by the Government of Pakistan & any subsequent reminders,
including the assessment of watchdog i.e., Transparency International dated 16
December 2022 (Annexure-1) & 16™ January 2023 (Annexure-2) tantamount to
concealment of material information as the same were issued for non-compliance &
violation of the wholly owned subsidiaries of JEC of their outstanding obligations

towards the Government. Furthermore, such concealment misleads and has misled
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the market as to the affairs of the Company i.e., your Client or JEC, and the similar
acts of concealment, misquotation and misdirection are not condoned by the
applicable laws. At the same time, these acts of indiscretion of Board of JEC have
Jjeopardized the Assets of JEC. However, in such instances, where the Company fails
to disclose material information immediately through press release, it requires
immediate removal of Board of JEC following: failure to disclose, ill-informed
decisions of BOD putting Assets of the Company in Jeopardy, active concealment,

misdirecting the Regulators & misrepresenting the market players.

It appears that your understanding on the matter of disclosure is flawed to the core.,
For brevity, we would draw your attention on the pivotal point that your Client has
failed to uphold and abide by the disclosure of material information and such
concealment is evident from its negligence of disclosing the Notices dated 17t
February 2022 & any subsequent reminders including the assessment of watchdog
i.e,, Transparency International dated 16™ December 2022 (Annexure-1) & 16"
January 2023 (Annexure-2), identifying JEC’s failure to meet the outstanding
Royalty Payments issued by the Government of Pakistan. In accordance, with the
same, it is imperative to note that Royalty Payments have been misquoted in the
disclosure as your Client has addressed the same to be paid but in reality it remained
outstanding till the Government Nominated Buyer deducted Royalty Payments at
source i.e., from the Gas Sale Proceeds of the Wholly Owned Subsidiaries of your
Client, as per directions of the Prime Minister Office. (Attached Herewith)
Furthermore, following your Report (MDA) your Client has both expressly &
impliedly failed to disclose the Notices of Default of Royalty Obligations including
subsequent reminders served by the Government of Pakistan & Report issued by a
Watchdog i.e., Transparency International dated 16" December 2022 and 16"
January 2023, (attached herewith). Furthermore, if your Client is compliant and
there is no discrepancy, breach, violation and other concealments at play, it begs the

question as to whether or not have any legal action has been taken against




ADVQUCATES AND
COUNSELS,

Transparency International. Therefore, it is safe to state that such pattern of
misquotation as to payment of Royalty and non-disclosure is similar to concealment
and misinformation in a continuous or consistent manner, thereby is in violation of
the applicable laws. Hence, such concealments, misinformation and fabrication of
reports, your Client is in breach of: Good Corporate Governance, Disclosure

Requirements & other infringements.

Being audited by leading international audit firms does not justify the fact that the
financial affairs of the Company are in order. There have been serious issues of
concealment of facts including but not limited to the Notices issued by the
Government of Pakistan including subsequent reminders served by GOP and the
Reports of Transparency International, as mentioned hereinabove. Therefore, an
official inquiry into the Financial Affairs of JEC should not be an issue if your
assertion are correct. In various instances, internationally accredited Audit firms
have been fined for failure to conduct proper audits and the same point is
substantiated from FRC fining KPMG 5 million (p), where a 1.5 million (r)
blackhole was found in account of CO-OP Bank which KPMG had audited for 40
years, before this discovery the Bank moved to EY. (Reference Attached herewith —

hups v fi.com contenti00f93¢ 2¢-71 Su-1 1e9-bf5c-Beeb83 T566¢3). Therefore,

having international auditors is not an evidence of having proper audits being done
& carried out. Hence, your assertions are mere fabrications & based on delusions.

It is imperative to consider and note that both FHL and SPUD are non-operators in
all of its Blocks except for one, of their Blocks and even if you compare this salary
to the salaries of the leading CEQ’s and MD’s of Pakistan’s Oil and Gas sector
including Multi Billion Dollar Operators including OGDCL, PPL, GHPL, MPCL,
POL, UEPL this salary is unjustified according the standard industry norms. The
compensation of CEO and other management expenses, is beyond the market or

industry rates across the jurisdiction. The question is not about compensation being
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duly approved or not, but rather the issue is of mismanagement and misappropriation
of funds towards unwarranted compensations, in lieu of the financial irregularities at
play within the BOD of JEC and the same is also supportive by your assertion of
‘Capital Deficiency’ in paragraph (6) of your letter. The question is not about
compensation being duly approved or not, but rather the issue is of mismanagement
and misappropriation of funds towards the compensation. It is astonishing to note
that despite outstanding royalty payments CEO compensation is so high. Despite the
cash flow issues of FHL & SPUD, it seems that the exorbitant compensation of the
CEOQ has been set in order for him to perform more illicit works like this. Further in
reiteration of our letter dated 07" February 2023, it is further demanded that there
must be a proper disclosure of what work is being done by the CEQ for related
parties as well. Therefore, access to all of CEQ’s emails, private and official,

internal, external and to related parties should be disclosed.

In reiteration of the response to paragraph (4) hereinabove, your attention is redrawn
to the pivotal issue that JEC’s Wholly Owned-Subsidiaries i.e., FHL & SPUD, are
non-operator in all of their Blocks except for one. Further, it is imperious to consider
that such increase or boom in benefits, is unjustified on account of JEC facing
Capital deficiency and its subsidiaries loosing or jeopardizing Assets of JEC.
Therefore, the financial position of the Company is not ideal for such booms in
benefit but a good corporate practice would indicate that the benefit i.e., Employee
benefits, should increase on pro-rata basis, and rather not a massive increase in
benefits whereof the Company has high liabilities and less Assets. Therefore, such
mismanagement and improper decision making is a direct concern of any
Shareholder and for the matter of record, it is a concern for the Aggrieved

Shareholder, i.e., the Minority Shareholder.
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It appears that your understanding of the matter is fundamentally flawed and ill-
founded. The matter is of ensuring the balance between the expenses and the
remittance received by your Client. In reiteration of the response to paragraph (5)
above, it is further safe to assert that such compensations in light of the ‘working
capital deficiency’ stands to be contrary to the long-term interests of the Company
but rather is an apt reflection of personal gains of the management, while the
Company alongwith its Shareholders bear the risks & loss. Hence, your assertions

are baseless and devoid of reality.

As mentioned in Paragraph (1), and Notice [ssued by GOP dated 17" February 2022,
Payment of Royalty Obligations, is a Constitutional requirement upon the
Companies operating in Pakistan and by virtue of a Company not complying with

this Constitutional requirement, is in Willful Default. The same is reproduced below:

“6. It may be clarified that royalty is a Constitutional requirement in an oil and gas
lease that gives the Government the right to receive 12.5% of the production from
the leased acreage and it is the first charge of the Government on the oil and gas
produced and saved. Therefore, the Company has been selling the oil and gas and
receiving the payment of 100% oil and gas without paying royalty to the
Government in sheer violation of the 1986 Rules and PCA".

The foregoing provision and analysis of the GOP is indicative as to the nature and
extent of the Royalty Obligations i.e., when Royalty is payable. It raises the question
as to whether an inflated shareholder loan takes precedence over disbursement of
first charge i.e., Royalty Payments. Further, if the repayment of shareholder loan
takes precedence, this begs for evidence as to whether the GOP waived the right to
charge Royalty?. It appears that no such waiver has been issued by the GOP and in

failure to do so, the incident of payment of Royalty is on immediate basis following
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remittance of Gas Sale proceeds and rather not is payable as per will. Hence, the

BOD of JEC is incapable of handling the affairs of the Company in a manner that is

beneficial in long-term. In accordance with the same, it is imperative to note that Mr.

Nadeem Farooq has weighed the scales of obligations in a manner to support

personal motives rather not the long-term stability of JEC. Thereby, it is safe to

assert that there is a lot of weight in the assertion that the Directors of the Company

have colluded and therefore are being investigated in light thereof, by the top

Canadian Regulators. Hence, your contention as to shareholder loans appears to be a

sham device and the same point is substantiated by the failure to consider the

prevailing market interest rates or repayment terms.

8. Please find attached the chronclogical order since the issuance of Notices by GOP:
S/n. | Date From Addressee Subject Content
I. 17" February | DGPC SSGCL & | Withholding Payment | Notice Issued in relation to
2022 Pakistan Against Share of M/S | Royalty
Refinery SPUD Energy Pty Ltd
Limited Jfrom Invoices For Sale
of The Natural Gas and
Crude Oil/Condensate
From Zarghun South
Field (Bolan Block)
2. 17% February | DGPC Engro Withholding Payment | Notice Issued in relation to
2022 Fertilizers against share of M/s | Royalty
Limited Spud Energy Pty Lid
Jrom invoices for sale
of the Natural Gas
Jfrom Reti Maru Field
{Guddu Block)
3 17 February { DGPC SSGCL Withholding Payment | Notice [ssued in relation to
2022 against share of M/s | Royalty
Frontier Holding
Company from invoices
Jor sale of the Natural
Gas from Badin [V
South Black.
4. 16th Transparency | Prime Compilaint against M/S | Highlighting the Default of
December International | Minister SPUD Energy and M/S | FHL & SPUD towards
2022 Office of | Frontier Holdings | obligations towards GOP
Companies  willfully

10




ADVOCATES AND
COUNSELS

Pakistan

(Transparency
International
— Pakistan)

their

pay
rayalty

of

fo

defaulting

obligations
outstanding
12.5% amounting
approx., PKR 113
billion on the sale of
natural gas/erude oil
Jrom Reti Maru Field
Badin IV South Block
and Zargun  South
Field

16th January
2023

Transparency
International

Prime
Minister
Office
Pakistan

(Transparency
International
— Pakistan)

of

Complaint against M/S
SPUD Energy and M/S
Frontier Holdings
Companies  willfully
defaulting  of  their
obligations 1o pay
owtstanding  royalty
{2.5% amounting
approx, PKR 113
billion on the sale of
natural gas/crude oil
Jrom Reti Maru Field,
Badin IV South Block
and Zargun  South
Field

Highlighting the Default of
FHL & SPUD towards
obligations towards GOP

[
=]
E4

January
2023

Prime
Minister
Office

Petroleum
Division

Complaint against M/S
SPUD Energy and M/S
Frontier Holdings
Companies  willfully
defaulting  of  their
obligations to  pay
ouistanding  royalty
12.5% amounting
approx., PKR .13
billion on the sale of
natural gas/crude oil
from Reti Maru Field,
Badin IV South Block
and Zargun  South
Field

P.M, Office  directed
Petroleum  Division to
ensure recovery of
outstanding amount within
2 weeks and submit

compiiance report.

27*%  January
2023

DGPC

SSGCL

Complaint against M/S
SPUD Energy and M/S
Frontier Holdings
Companies  willfully
defaulting  of  itheir
obligations te pay
oulstanding  royalty
12.5% amounting
approx.,. PKR 113

DGPC directed SSGCL to
recover the OQutstanding

11
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biflion on the sale of
natural gas'crude oil
from Reti Maru Field,
Badin IV South Block

and Zargun  South
Field
14* February | DGPC Prime Complaint against M/S | DGPC confirms Royalty
2023 Minister SPUD Energy and M/S | amounting to PKR 1.025
Office Frontier Holdings | billion has been deducted
Companies  willfully | by M/s SSGCL from the

sales invoices of the
defaulting companies, M/s
Spud Energy and M/s
12.5% amounting | Frontier Holding Company,
approx., PKR [.13 | and the same has deposited
billion on the sale of | into  the  Government
natural gas/crude oil | treasury by M/s SSGCL,
from Reti Maru Field,
Badin IV South Block
and  Zargun  South
Field

defaulting  of  their
obligations to  pay
outstanding royalty

In accordance with the foregoing documents, it is evident that Royalty Obligation
remained outstanding despite various reminders & notices issued by the GOP. The
GOP has declared FHL. & SPUD as Royalty Defaulters. In light of the same,
Transparency International (“TI”) issued a dossier on 16% December 2022
addressed to the Honorable Prime Minister of Pakistan, copied to the State Minister
for Petroleum Division, Chairman NAB (National Accountability Bureau), Prime
Minister’s Inspection Commission, Chairman OGRA, Chairman SECP and the
Registrar of Supreme Court of Pakistan. TI pointed out, that FHL & SPUD Energy
were in consistent willful default of their outstanding royalty obligations amounting
to PKR 1.13 Billion. TI Pakistan took up the complaint and wrote to the Prime
Minister in its dossier, to look into the matter and direct the regulators to recover the
outstanding amount along with the interest prior to proceeding further on the
contracts with the two companies. The PM office intervened in the matter and

directed the Petroleum Division to recover the long outstanding Royalty amount.

12
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10.

The Petroleum Division instructed SSGCL (Government Nominated Gas Buyer) to
withhold and deduct the outstanding amount at source. It was then SSGCL, who
upon the direction of the P.M. Office & the Regulator deducted the outstanding

amount.

It is a matter of fact that the Regulator has declared both FHL and SPUD as ‘Royalty
Defaulters’ and in light of the direct intervention of the Prime Minister Office; the
Royalty payments in various Blocks, were deducted at source by the Government
Nominated Buyers and rather not discharged by JEC in the required manner.
Therefore, it is safe to state that your Client has failed to disburse its obligations in
good faith and good practice, as a party to the Joint Venture but rather such Royalty
deductions are self-illustrative as to the scale of neglect and mismanagement your
Client has been engaged-in. Hence, your contentions are primarily flabbergasted and

misquoted.

In accordance with the Canadian Law, the non-disclosure or failure to disclose
identifies breach. If it is your wish to respond to this, then you may respond to the
TSX-V and ASC in Canada where there is an investigation initiated against your
client on both the forums. Both the regulators have been notified regarding your
breach and your Client should be prepared for facing the relevant authorities for its
discretions and indiscretions. The relevant forum and jurisdiction have been
identified for your kind perusal. Furthermore, the appropriate forums are as
captioned hereinabove i, TSX-V and rather not TSX. Hence, we request a fine
research and analysis at your end for your ability to respond to the issues in an able

manner,

It appears that your Client has been able to conceal the misappropriations,
mismanagement, irregularities and other discrepancies for a decade. However, such

a tenure of non-investigation is not evident for your compliance and the same shall

13
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not comfort you to consider that affairs of your Client have been fully compliant

with the requisite requirements under the relevant laws.

1. We would reiterate our stance categorically made in response to paragraph (7)
hereinabove. It further appears that your Client, i.e., the Directors, have miserably
failed to consider the position of the Company prior to availing inflated loans.
However, if such consideration has been made, then such inflated interest rates are
evident for syphoning of funds while primary obligations of the Company remain
outstanding, i.e., Royalty. For brevity, we would reiterate our stance of Royalty
deductions and rather not payments, as made hereinabove paragraph (8). Hence,

your understanding is baseless and fallacious.

12, We would reiterate our response to paragraph (8) and redraw your attention towards
the difference between deduction at source and payment made in good practice or in
compliance with the due obligations. The matter is reiterated that the Regulator has
declared both FHL and SPUD as ‘Royalty Defaulters’ and in light of the direct
intervention of the Prime Minister Office; the Royalty payments in various Blocks
were deducted at source by the Government Nominated Buyers and rather not
discharged by JEC in the required manner. The foregoing provision mentioned
hereinabove in response to Paragraph (7) and analysis of the GOP is indicative as to
the nature and extent of the Royalty Obligations i.e., when Royalty is payable. It
raises the question as to whether an inflated shareholder loan takes precedence over
disbursement of first charge i.e., Royalty Payments. Further, if the repayment of
shareholder loan takes precedence, this begs for evidence as to whether the GOP
waived the right to charge Royalty?. It appears that no such waiver has been issued
by the GOP and in failure to do so, the incident of payment of Royalty is on
immediate basis following remittance of Gas Sale proceeds and rather not is payable
as per will. Hence, the BOD of JEC is incapable of handling the affairs of the

Company in a manner that is beneficial in long-term. It is a matter of fact that the

14
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13.

14,

135.

16.

17.

Regulator has declared both FHL and SPUD as ‘Royalty Defaulters’ and in light of
the direct intervention of the Prime Minister Office; the Royalty payments in various
Blocks, were deducted at source by the Government Nominated Buyers and rather

not discharged by JEC in the required manner.

We would redraw your attention towards the striking a distinction between availing
loans on rates beyond the scale of the stability of the Company and the prevailing
market rates. For your ease of understanding, we would reiterate that your
contention as to shareholder loans appears to be a sham and the same point is
substantiated by the failure to consider the prevailing market interest rates or

repayment terms.

The response to your paragraph (14) is outrightly denied on account of the response

to paragraph (7, 8 & 13) provided hereinabove.

The response to paragraph (8 & 12) is reasserted. It is a matter of fact that the
Regulator has declared both FHL and SPUD as *Royalty Defaulters’ and in light of
the direct intervention of the Prime Minister Office; the Royalty payments in various
Blocks, were deducted at source by the Government Nominated Buyers and rather
not discharged by JEC in the required manner. Hence, your contentions are denied

on account of misquotation, misapplication and misinformation.

The issue of INED’s, is misunderstood and therefore we would reassert the stance
made earlier for your better understanding of the Canadian Laws. It is appears that
your assertions are a mere attempt to evade responding to the central issues i.e.,
failing to disclose, mismanagement & misappropriation of funds, malpractices that is

backed by personal gains ibid response to paragraph 7, 9, 11 & 13.

The response to Paragraph 7 till 16, is reasserted here for brevity. Further, in a

nutshell, it appears that you have engaged constantly in evading the response and

15
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18.

19.

20.

have merely resorted to your active & successful tattletales of concealment,

misdirection, misquotation and non-disclosures.

It appears that you have not duly read, understood and identified the fundamental
flaws in your Client’s disclosures. Once again, your response is inadequate and is
not an apt reflection of the issues at hand i.e., concealment, non-disclosure,

misquotation and misrepresentation within your Client’s disclosure.

We would reiterate our response to paragraph 8 & 12 hereinabove. Furthermore, the
use of word ‘settled’ is a mere contention without any merits as Royaity payments
have been deducted at source upon the directions of the Prime Minister Office and
after FHL & SPUD having been declared as ‘Royalty Defaulter’ by the concerned

Regulator, and rather not paid as required under the laws.

In response to Paragraph 20, 21 & 23, we would draw your attention on the pivotal
point as to the difference between malpractice stemming from concealment, non-
disclosure, mis-disclosures and outstanding obligations. It appears your
understanding is blemished and your contentions are mere assertions that are devoid
of reality, facts at hand, documents issued by officials and the disclosures done by

your Client.

-

We reserve the right to remain anonymous, which is a granted under the Applicable Laws.

Furthermore, we are only reflecting the malpractices, poor governance practice, non-

compliant behavior of the Directors of your Client, non-disclosures and misquotations carried

out in the MDA by your Client.

Please note that the matter of outstanding Royalty Payment stemmed from a Notice by the

Regulator declaring FHL & SPUD as Defaulters, subsequent reminders followed by a

Complaint by Transparency International on which an action was taken by the Prime Minister

16
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Office, whereby the Government Nominated Buyer i.e., SSGCL, withheld the Gas Sale
Proceeds and remitted the outstanding Royalty amount in Regulators account. Nowhere, does
this construe as a Settlement as insinuated by you rather is an action of State to curb, control

& recover FHL & SPUD’s default on its Constitutional Obligations.

Further, please also find attached a report issued by Transparency International Pakistan

(annexure-3), titled “Success Story PKR 1.13 Billion Qutstanding Royalty Recovered from

two Companies on TI Pakistan Intervention”. This Report adequately supports the preceding
paragraphs and the above narration. Moreover, please find below links of leading newspapers

in Pakistan highlighting the willful default of FHL & SPUD, in lieu of their outstanding

Royalty Obligations:

S/n. | Newspaper Title Date

1. Pakistan today TIP Cries Foul at Non-Payment of Rupees 1.13 | 24" December 2022
Billion Royalty by Oil Firms

2. Profit Pakistan today | Is the Government Turning a Blind Eye to the | 29" December 2022
Rupees 1.5 Billion it is Owed by to Oil & Gas
Companies

3 Pro Pakistani Oil Firms Allegedly Default on Paying Rupees 1.13 | 30% December 2022
Billion Royalty to Government

4. Dawn News Two Oil Firms Not Paying Royaities 15" January 2023

5. Profit Pakistan today | PM Orders Recovery of Rupees 1.13 Billion | 1% February 2023
Royalty Amount from Two Oil & Gas Firms

6. Dawn News SSGCL asked to Recover Pending Dues of Rupees | 4% February 2023
1.4 Billion from Oil Companies

7. Business Recorder PM Directs PD to Recover Rupees 1.13 Billion | 5" February 2023
Royalty Amount from Two Oil, Gas Companies

8. Dawn News Two Qil Firms Pay Rupees 1.4 Billion Dues 12* February 2023

9. Pakistan Today Government Recovers 1.4 Billion Royalty Amount | 13" February 2023

17
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from Two Qil, Gas firms

Kindly note that your letters amount to harassing a minority shareholder and the same shall

be shared with the Canadian Regulators.

Furthermore, the Minority Shareholders possess inherited rights which they can exercise

when aggrieved by the parent company and our client has adopted the exact principle.

We reserve all the rights in the matter to take appropriate steps & action in concerned

Jurisdiction.

Copy to:

o

The Prime Minister of Pakistan
The Prime Minister’s Office (Pakistan),

Mr. Bilawal Bhutto Zardari
Foreign Minister of Pakistan

Mr. Musadiq Masood Malik
Minister of State for Petroleum

Captain (R) Mohammad Mahmood
Additional Secretary (in-charge) Petroleum

Mr. Sajid Qazi
Additional Secretary Petroleum (Policy)
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Barrister Shahrukh Iftikhar
ABS & Co.



ADVOCATES AND
COUNSELS,

o Mr, Muhammad Hassan Igbal
Additional Secretary Petroleum (Admin}

o Mr. Kashif Ali
Director General Petroleum Concessions

o

Mr. Abdul Rasheed Jokhio
Director General Gas

o Mr. Haftz Mubasshir
Director General Oil

o Mr. imran Ahmad
Director General LNG

o Mr. Masroor Khan
Chairman OGRA

o Mr. Imran Maniar
MD SSGCL

o Mr. Ali Javaid Hamdani
MD SNGPL

o Mr. Syed Khalid Siraj Subhani

MD (OGDCL) C ORPORATE

o Mr. Faheem Haider -
MD MPCL

o Mr. Hussain Dawood
Chairman Engro Corp

o Canadian High Commission

o Mr. Zahid Mir
MD Pakistan Refinery Limited
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ADVOCATES AND
COUNSELS

Mr. Shahzad Zaheer
Chairman PEL

Mr. Munther Al Mailam
Chairman GPXP

Mr. Masood Nabi
MD GHPL

Mr. Ali Murtaza
Regional Vice President, Middle-East Africa & Pakistan MOL

Mr. Imran Abbasy
MD PPL

Transparency International Pakistan
Additional Secretary MOFA

Mr. Nadeem Farooq
CEO Jura

Mr. Akif Saeed
Chairman Securities & Exchange Commission of Pakistan

Mr. Akeel Karim Dedhi
Chairman AKD Securities
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Anne Nigis i

Plot 72-F{2, 1st Floor, Sth Street, Jami Commercial,
Phase VII, Defence Housing Authority, Karachi

® T R A N S P A R E N C Y Phone:  +92-21-35390408, 35311858
Fax: +92-21-35390410

INTERNATIONAL - PAKISTAN Email: d.pakistan@gmal com

Webslte: wwuw,transparency.org.pk-

December 16, 2022 TIP 2022/1216/1A

Principal Secretary (PSPM)
Prime Minister of Pakistan
Prime Minister House,
Islamabad

-

(For the Attention of the Prime Minister of Pakistan)

Subject: Complaint against M/s SPUD Energy and M/s Frontier Holding Companies
willfully defaulting of their obligations to pay outstanding rovalty 12.5% amounting

approx. PKR 1.13 billion on the sale of natural gas/crude oil from Reti Maru Field,
Badin IV South Block and Zargun South Field

Honorable Prime Mirister,

TI Pakistan has received 2 complaint against M/s SPUD Energy and M/s Frontier Holding on
willfully defaulting of their obligations to pay outstanding royalty 12.5% amounting PKR
1.13 billion on the sale of natural gas/crude oil from Reti Maru Field, Badin [V South Block
and Zargun South Field. (Annex-A)

The complainant has made the following allegations:
That,

l. To undertake petroleum exploration activities, exploration licenses were granted to M/s
SPUD Energy over Guddu and Bolan blocks, and to M/s Frontier Holding Companies
over Badin IV South Block. These licenses were given under the provision of Pakistan
Betroleum (Exploration and Production) Rules, 1986,

2. -On account of commercial discovery in these blocks, the President granted a development
and production leases to the holders of license to undertake development activities and
produce petroleum. M/s Sui Southern Company (SSGCL) is the nominated buyer of the
natural gas and crude oil/condensate from Bolan Block and Badin IV South Block, while
M/s Engro Fertilizers is the nominated buyer of the natural gas from Guddu Block.

3. -Under; Rule 36 of the 1986 Rules read with the Article 9.1 of the Petroleum Concession
3 Agreement (PCA), the license holders M/s SPUD Energy and M/s Froatier Holding are
i under an obligation to: pay royalty to the Government at a rate 12.5% of the petroleum
produced'aind saved: The royalty on‘ges is collected by the Federal Government and paid
= to, the province where the wellhead of gas is situated under Article 161 of the

: Cnnstltutlon S

4. _M/s SPUD Energy has been found to be in continuing willfully defaulting of its

“obligation to pay the outstanding royalty of the total sum of PKR 834,821,397, while M/s

Frontier Holding has been found to be in continuing willfully defaulting of its obligation

to pay the outstanding royalty of the total sum of PKR 303,195,732, a total of approx.
1.13 billion loss to National Exchequer.

5. Ministry of Energy — Petroleum Division had been deceived into allowing the assignment
and transfer by way of ECC Summary and Summary for the Prime Minister dated
September 1st 2022 of PCL’s 35% WI to M/s SPUD in Hannah Exploration License, the
Prime minister Office vide letter dated September [3th 2022 has taken a serious notice of
the said transfer and raised the following objections:

A NON-PARTISAN, NON-PROFIT COALITION AGAINST CORRUPTION
Donations exempted from tax U/S 2 {36) [c) of I. Tax Ordinance 2001




Continuation Sheet No..........

i, The un-signed annexures containing the recommendation of the regulator is silent
regarding the financial capability of acquiring company and clearance of
government dues and other obligations by the assigning companies. Similarly, the
technical strength of companies which will be assigned the working interest has
also not been indicated,

ii.  Amount owtstanding andfor subjudice before courts against the existing holders of
licence and the assignees, if any, has not been mentioned.

iii.  Deeds/contact documents are not vetted by Law Division.

iv.  Annexures attached with the Summary are un-signed.

v. It shall be ensured that irrevocable Bank Guarantees in respect of outstanding
amounts (if any) as well as obligations corresponding to the acquired working
interest are taken from the companies, which have requested for transfer of
working interest.” (Annex B)

6. The office of the Directorate General Petroleum Concessions has issued various Show
Cause Notices and Default Notices to M/s SPUD Energy and M/s Frontier Holding
including certain Gas Buyers and Oil Buyers including M/s SSGCL, Pakistan Refinery
and others to start withholding payments against share of M/s SPUD from invoices for
sale of Natural Gas and Crude Oil from fields in which M/s SPUD had working Interest.

7. It can be clearly seen from their Financial Statement instead of paying government
obligations these defaulters have paid shareholders loan worth millions of dollars using
gas sales receipt which is totally not just illegal but also morally incorrect (Financial
statements attached), They have also charged consultancy services with the help of their
subsidiaries.

- Transparency International Pakistan’s Comments .

Based on the authenticity of the submitted documents, particularly the 03 letters dated
Februacy 17, 2022 from Ministry of Energy (Petroleum Division) to M/s Sui Southern Gas,
M/s Pakistan Refinery and M/s Engro Fertilizers, prima facie it appears that the complaint is
correct. M/s SPUD Energy and M/s Frontier Flolding have defaulted their obligation paying a
royalty of PKR 1.13 billion, combined with the loss of interest on defaulted amount to
National Exchequer for many years.

Transparency Enternational Pakistan’s Recommendations

TI Pakistan requests the Prime Minister of Pakistan to kindly look into this matter, and if it is
found to be correct, then direct the regulators to first recover the outstanding amount approx.
PKR .13 billion from M/s SPUD Energy and M/s Frontier Holding prior to proceeding
further on these contracts.

Transparcncy Intamational Pakistan is striving for across the board application of Rule of
aw, which is the only way to stop corruption, and achieve against Zero tolerance against
Tuption.

. %
Adveete Daniyal Muzaffar,

Trustee/Legal Advisor
Transparency International Pakistan

Copies furwarded for the information with request to tuke actinn under their mandate to:
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Note:

Continuation Sheet No....ve

State Minister for Petroleumn Division
Chairman, NAB, Islamabad By
Prime Minister's Inspection Commission (PMIC), Islamabad

Chairman, OGRA, Islamabad

Chairman, SECP, Islamabad

Registrar, Supreme Court of Pakistan, Islamabad

-

This is to clarify that Transparency International Pakistan is not the complainant. It acts as
whistleblower and operate under Article 19-A, of the Constitution of Pakistan which gives
the right to public to know how government is being run by public officers. Article 19-A
makes the right to access of information pertaining to a public authority a fundamental right,
Justice Syed Mansoor Ali Shah in his landmerk judgment in case of Ataullah Malik v.
Federation of Pakistan includes following order;

Right to information is another corvective tool which allows public access to
the working and decision making of the public authorities. It opens the working
of public administration to public scrutiny. This necessitates transparent and
structured exercise of discretion by the public functionaries. Article 19-A

empowers the civil society of this country to seek information from public

institutions and hold them answerable. PLD 2010 Lahore 605,




Annex-A

MOST IMMEDIATE

THROUGH FAX
No. Accounts 1{241/2014.15 e 1 papt
Govemment of Pakisian

Ministry of Energy [Peiroleum Division)
Direclorate General ?f_f?ffoleum Concassions

Islomabad. the February 174, 2022,

[i) The Managing Direclor - i) The Managing Director
Sui Southern Gas Company Lirited Pakistan Refinery Limited
sf 4/B, Block 14, Sir Shah Suleman Korangi Creek Road
Road Gulshan-e-igbal Karachi '

Karochi, - S

Subject: -~ WITHHOLDING PAYMENT AGAINST SHARE OF M/S SPUD’ENERGY Ply lid
FROM_ INVOICES FOR SALE OF THE NATURAL GAS AND CRUDE

' OIL/CCNDENSATE FROM ZARGHUN:SOUTH FIELD (BOLAN BLOCK].

Dear Sirs,

Effective from November 30, 1994, the President granted an exploration
licence over Bolan Block under and in accordance the provisions of the Pakistan
Pelroleum [Exploration and Production) Rules, 1786 (“1986 Rules”) to underioke
pelroleum exploration aclivities within the licence area. Simultaneously with the grant
of iicence, the President and the holders of petroleum right executed lhe Bolan
Pelroleurm Concession Agreement (PCA) to give effect to the incenlives and packages
of the Paokistan Petroleum {Exploration & Production) Policy, 1994,

2 On account of commercial discovery in the block, the President granted
a development and praduclion lease to the holders of licence fo undertake
development aclivities and produce pefroleum from the Zarghun South field. The
curent working interest owners are (i) M/s. GHPL; {ii) M/s. Al-Hoj (i} M/s. Spud Energy
and {iv} M/s Mari Pelroleum Limited.

a. Under Articlte-X of the PCA, the President nominated Sui Southern
Company Limited (SSGCL} as the nominated buyers on behalf of the President of the

natural gas produced from the Bolan Block.

4, Under Rule 36 of the 1986 Rules, the Working Interest Owners are under an
obligation to pay royalty to the Govemnment ot a rate of 12.5% of the Pelroleum
produced and saved. Furthermare, the royallty on gas is callected by the Federal
Govemment and paid to the province where the wellhead of gas is situoled under

Arficle 161 of the Constitution.

5. M/s. Spud energy has been found fo be in confinuing willful default of its
obiigation to pay the outstanding royaity of @ total sum of Rs 734,450,141/-

6. it may be clarfied that royaity is an Constitutional requirement in an oll
and gas lease that gives the Govemment the right to receive 12.5% of the production
from the leased acreage ond il 5 the first charge of the Government on the oil and gas
produced and saved. therefore, the Company has been selling the oil and gas cn_d
feceiving the payment of 100% oil and gas without paying royally to the Government in

sleer violation of the 1986 Rules and PCA.
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MOST IMMEDIATE
No. Accounts 1(241/2014.15 Vol-1 Part
" Govemment of Pakisiq
wiisry of ENer [EEHOISUm Diyision)
Directorate Generd s FOleum Concessions

lslamabad, the Februdry 17m 2022,

() The Managing Director .
Si Sauthern Gas Company Limited
St-4/8, Black 14, Sr Shah Suleman
RoGd Guishon-e-igbal
Kexazhi,

Subjech:  WITHHOLDING PAYMENT AGAINST SHARE OF M/S FRONTIER HOLDING
COMPANY FROM INVOICES FOR SALE QF THE NATURAL GAS AND CRUDE

Deor Sirs,

Effective from Januory 5, 2006, the President gronted an exploration
licence over Badin IV South Block under and in accardance the provisions of the
Pakistan Pelroleum {Exploration and Production) Rules, 2001 (#2001 Rules") fo undertake
peiroleum esploralion activities within the licence area Simultaneously wilh the grant
oflicence, the President and the holders of pefroleum right executed the Badin IV south
Pelraleum Concession Agreement {PCA) to give effect to the incentives and packages
of the Pckistan Peiroleum (Exploration & Production) Policy, 2001. Subsequentily Block
was converted into Petroleum Policy 2012 w.e.f 30.08.2012.

2. On account of commercial discovery in the block, ihe President granted
a development and production leases to the ‘holders of licence to undertake
development activifies and produce pelroleum from the Badin IV South Block. The
curent working interest owners are (i) M/s. PEL: [i} M/s. Fronlier Holding (iii) M/s. Gulf
Petroleumn.

3. The President nominated Sui Southern Company Limited {SSGCL) as the
nominoted buyers on behalf of the President of the natural gas end crude
oil/condensate produced from the Badin IV South block.

4. Under Rule 35 of the 2001 Rules, the Working Interest Owners are under an
abfigalion to pay royally to the Govemment ot o rate of 12.5% of the Pelroleum
produced and saved. Furthermore, the royally on gas is collecled by the Federal
Govemment and paid to the province where the wellhead of gas is situaled under
Article 16! of the Constitulion.

5. M/s. Fronfier Holding Compcny has been found to be in continuing willfut
defaul of its obligation to pay the OU'SfO“,d“"_Q royaity of a total sum of Rs 303,195,732/-
It may be clarified thot royally is @ Consillgilonol requirement in an oil ond gas lease
that gives the Govemment the right lo receive 12 5% of the praduclion from the leased
acreage and it is the first charge of the Govemment on, the ofl and gas produced ang
saved, therefore, the Company has been seling jhe ) gn gas and receiving the
payment of 100% oil and gas without paying royaity to the Government in steer
violation of the 2001 Rules and PCA.
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sthority 1 decided fo recover the outstanding royalty

i The cmﬂp"-'em Ainated puyers to withhold the entire payment to ihe
cecting e nof? of il share in the oil and gas produced from the lease
ntier Holding = " 1o deduct al source the royalty amount at the

cu‘mount by di
ntier Holding Company in future invoices.

defauiteri.e. M/5

e e claim an
il salisfaction of enti® © e of M/s F1O

te of 12.5% from N |
. girected 10 deposit forthwith the amount wilhheld as above in
8. You aré irecled.
the following ffeasury accounts:
[ Co3904 ]

For Najural Gas

his issues wilh the cpproval of the Competent Authority.

9.
Yaprs Tr
(Kashif Ali)
Director General [Petroleum Concession)
051-9204176
Copy to:
(if'/ SPS to Secretary, Petroleum Division, Government of Pakstan, Islamabad
il DG(GAS)
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MOST IMMEDIATE

' THROUGH FAX
counts 1(24)/20]4-]5\/01_‘ Part

Govemment of Pakjesr s
Ministry of Energy Igietiroleum Division)
Direclorate Generd! ?...? "oleum Concessions

No. AC

Islamabad, the February 17, 2022,
The President

Lneyro Fortizers Lirniled N
7 2 Bih Tloe, Harbor front Building

Manne Diive, Block-4 Clifton

Karach

Subject: WITHHOLDING PAYMENT AGAINST SHARE OF M/S SPUD ENERGY Ply Ltd
FROM INVOICES FOR SALE OF THE NATURAL GAS FROM RETI MARU FIELD
GUDDY BLOCK].

Dear Sirs,

Effeciive from May, 31, 1999 the President granted an exploration
licence over Guddu-Block. under_and in_gccordance the provisions of the Pakisian
Petroleum (Exploration and Production) Rules, 1986 ([“1986 Rules") to undertake
pelrolzum exploration activities within the licence area. Simultaneously with the grant
of licz7ce, the President and the holders of petroleum right executed the Guddu
Petroleum Concession Agreement [BCA) to give effect to ihe incentives and packages
of the Pakistan Petroleumn {Exploration & Production) Policy, 1997.

2 On account of commercial discovery in the block, the President gronied
a development and production lease Io the holders of licence to undertake
development aclivities and praduce petroleum from the Reti & Maru fields. The cument
waorking interest owners are (i) M/s. OGDCL () M/s. GHPL (iii) M/s. Spud Energy and (iv)
M/s IPR Transail.

3. Under Aricle-X of iheJPCA. the President pom'inoted Engro Ferﬁliz'er[
Limited:as=the nominatedibuyers dn behalfiof-‘the“Prasident ofiithe=natural - gas

praduced from‘ihe Reli-& 'Maru fields. * frodicchon 2Ly 198¢

¢ e Fr v '\J(

Working Interest Owners are under an obligation to pay royalty to the Government ot a
rate of 12.5% of the Petroleum produced ang saved. Furthermore, the royally on gas is
collecled by the federal Government and paid fo the province where the wellhead of
90s is situated under Article 161 of the Constitution_ .

4 Under Rule 36 of the 1986 Rules read witr Anicle 9.1 _of the PCA, the

5. M/s. Spud Energy Pfy Lid has been foyng o be in conlinuing willfGlidefoutt
of its obigativritloipay: the oGIStandingiioyalfy of o t5taraimitar RE%100,37 1:256- One
Hundred million three hundred sevenly one thousand two hundred fifty six Rupees
(approx.).

6. It may be clafied that royalty is a Consiikiigig; requirement.in an oil and gas
lease that gives the Government the fightta receive 12:5% of. the production from the
leased acreage and it is the first charge o the Government on the ail and gas

produced and saved. ihErefDl'eo" :‘:dcomp‘_lnv has been seling the oit and gas and
receiving the payment of 100% 0 PeA- ol paying royally lo the Government in
The 1986 Ruies and FCAT™

steer violation of the .

e



' fraclin
amount tgy__.di:ﬁ Sg |\ Energy

2 2 ~——

; e decided fo ¢

rent Autha o ers o v CCOVEr the ouistang
7. the COMRCC ihe “"mmgﬁi sh:r_e inoiht"hh"'d the entire i::g:;lzgt ety
" d olso lo deduct at s e Produced fiom the leocs'ellfiu

defauller ie. Ice the
in fulure Invoices, foyalty amount of the yoyq 1

salisfaction of entire cloim @
of 12.5% from Ihe share of Sp

it forthwilh
8. You are drected 10 depost 10 the amaynt withheld s obove i, Ih
’ 2

following treasury accounls:

For Naiural Gas C03%0s

th the opproval of ihe Competen) Authadty,

2. This issues Wi
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. {Kashit 0}
Direclor General [Pelroleum Concession|
0519204174

Copy lo:

[i}VF SPS to Secrelary, Petroleum Division, Govemment! of Pakistan, Islamabad.
i} DGIGas).

()  MD [OGDCL).
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Reminder
MOST IMMEDIATE
THROUGH FAX
No. Accounis 1{24)/2014-15 Vol-1 Part
Government of Pakistan '
Ministry of Energy {Pelroleum Division)
Directorate General of Petroleum Concessions

sexem

islemobzad, the June 13% 2022,

(i} The Managing Dlreclor (i} The Managing Director
Sui Southern Gas Company Limiled Pakistan Refinery Limited
$1-4/8, Block 14, Sir Shah Suleman Korangi Creek Road
Road Gulshan-e-Igbol Karachi
Karachi,

Subject:  WITHHOLDING PAYMENT AGAINST SHARE OF M/S SPUD ENERGY Ply Lid
FROM_INVOICES FOR SALE OF THE NATURAL GAS AND CRUDE

OIL/CONDENSATE FROM ZARGHUN SOUTH FIELD {BOLAN BLOCK). :

I'om directed to refer to this Division letter of even number dated 7%
February, 2022 on the su\bje”éi cited above and to say that M/s SSGCL and M/s PRL was
advised to withhold the entire payment to the royaily defaulter i.e. M/s Spud energy of
its share in the oil and gas produced from the Bolan lease and deposit all outstonding
royolly in the Government lreasury immedictely however no response hos been recived
as yel.

Dear Sirs,

2. A Public Accounts Commitiee meeting has been scheduled on 22.June.2022
and Spud energy Royally related Para will also be discussed in fhe said PAC meeting,
Iherefore you are again requested to deduct at source the royalty amount al the rate
of 12.5% from the share of Spud in future invoices and deposit the same inlo the
Government freasury. You are also requested to make it convenient to attend the PAC
meeting of 22,06.2022.

Your7 Truly,

7 b=
{Ch Muhammad Shabaz)
. Dy.Director {F&P}

051-9206124

Copy to:

(i) 5PS$ to Secretary, Petroleum Division, Government of Pakistan, Islamabad.
(il  PAtoDGPC
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) Government of Pakistan
Minisiry of Encrgy (Peiroleum Divislon)

*ddhe

SUMMARY FOR THE PRIME MINISTER
Subject: ASSIGNMENT OF WORKING INTEREST IN EXPLORATION
LICENSESIBLOGKS

The Direclorale General Petroleum Concessions has received iwo
Separale requesls for assignment of working inlerests. (i) Assignment of 35% working
interests in the Hanna Block from Mari Pelroleum Company Limited (MPCL) to Spud
Energy Private Limited (SEPL), and (ii) Assignment of 30% working inlerests in Margalla
Block from M/s MOL Pakistan lo M/s Mari Petroleumn Company Limiled (MPCL). The
companies have also submilted (he drait deeds of assignment for the same. Both Hanna
and Margala Blocks are govemed by Pakistan Petroleum Exploration and Production
Rules 2001. The requesis for assignments and the draft Deed of Assignments (DoAs)
are well in line with the provisions of applicable rules.

2. Rule 8 of Pakistan Petroleum (E & P) Rules 2001 requires the prior
appraval of Government for any such assignment. Rule 8 of the Rules 2001 is reproduced
as under:

“A pelroleum right or any working interest therein shall not be assigned

without the previous consent in writing of the Gavernment',

3. Both assignment requests have been reviewed thoroughly taking into
consideration the technical and financial capabilities and Incorporation details of the
acquiring company as well as the clearance of Government dues and other obligations
by the assigning company. Detailed evaluation of each assignment request and
recommendation of the regulator are attached as (Annexure 1 & i),

4, The case for assignment of 35% working interest of M/s MPCL to M/s SEPL
in Hannah Black and 30% working interests of M/s MOL to M/s MPCL in Margala Block,
require approval of the Federal Cabinet, The draft Summary for Cabinet for assignment
of 35% working Interest of M/s MPCL to M/s SEPL In Hannah Block and 30% working
interests of M/s MOL to Ms MPCL in, Margala Block is attached
as (Flag-A). '

5, The Prime Minisler being Minister In-Charge of Petroleum Division is
requested to authorize submission of the Summary (Flag-A) to the Cabinet.

-

(Ali Raza Bhutta)
Secretary

»

Secretary to the Prime Minister's, Prinie Minister's House, islamabad
MoE(PD) Expl-7(3)(MGCL Hanna)/2015-Val-Ill dated Islamabad, the 1% September, 2022

Scanned with CamScanner
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Assignment of worklne Interest In Hanna Exploration License/Block.

2

Name/ Bloek No,

_OperantariJoint Venture Pariner

Hnnna / 30664
Mari Petrolenm Company Limited (MPCL) (100%)

;:!'m. 486.65 IGm?
:sl:;:cts Hainai, Mastung, Quetta & Sibi
I'rovivce llalachistan

Grant Date

J 21.06-20006
Yalidity Date 20-09-2027
Rule Pakistan Petroleum {Cxploration & Production) Rules 2001
Tolicy Pakistan Petrolcum (E&P) Policy, 2001 (converted into

Palicy, 2012)

Current Phase/Termn

Phosc-|

Assignment of worlng interest

Assigninent of 35% (non-operated) working interests in the
Hanna Block from Mari Petroleum Company Limited (MPCL)
to Spud Energy Private Limited (SEPL)

Relevant extension rule

Rule-8 of the Rules 2001;

“d petrolewn right gr any werking interest therein shall not be
assiened without the previous consent in writing of the
Governnent”

Rule-9 of the Rules 2001:

“An application by the holder of a petroleun; right for consent
ta the ussigrineit of a petrolewn right shall be made in writing
addressed 10 DGPC, and shall be accompanied by a fee of ten

thousand rupees. With the application_the apolicant shall

Lirnish the like particulars in respect of the proposed assignze

as are required to be furnished in the case of applicaris for a

patralewm right™.

. [ e
Recomniendation of Petrolewm Division

Considering the request of the company being in line with the rules and requircment the Petroleom
Division, in light of rule 8 and 9 of Pakistan Petroleum (E & P) rules 2001, recommends the assignment
of M/s MPCL's 35% working intercst to M/s SEPL, in the Hanna Block subject to the conditions that:

a. M/s SEPL will submit an irrevocable, Bank Guarantee corresponding to their acquired
working interests in Hannn Block, before the execution of the Deed of Assignment,
agzinst the work commitmenl.

b. In case of any miscommunication / n:ﬁsintcrpretalion, withholding of information and
concealment of facts or any default theyeof'shall render the consent and approval null and
void and assignor and/ or assignce shall be responsible for the same and will be liabie to
pay any penalty as decided by the Authority,

¢. The Governmenls revenue will not be adversely alTected after this Assignment,

3

Scanned with CamScanner
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Marsi Potrolawm Company Limitod

21 Muiwva Aen, 3o Mo, G104, Isiamnhnid 44000, Pakician,
UAN N25L11-410.410 Fac; 97, -51-2252059 110, {Tox Ha 1614

FLITU IR e

HIN: 14145730
MmeP CL WWW el com,pk G5 in, 0701271002373

$1PCL/0DC/Hanna/051
13™ April, 2022
Diicclor General Petroleum Concessiong {nGrc)
Directorate General of Petroleym Concession,
Minlstry of Encrgy (Petroleum Division), g
3" Floor, Petroleum House, Sector G-5/2, Islamabad, ’

Subject: Assipnment of Working Interest in Hanna Bluck {No. 3066-4} ta Spud Energy Pty Limited

Dcar Sir,

This is in reference to assignment of 35% (non—opemted] Working Interest to Spud Engrgy Pty Limited
(SEPL) in Hanna Block (No. 3066-4),

The Government vide Its letter {no. Exph?{3) {MGCL-Hanna)/2015-vol.il) dated 30* tiovember, 2021 has
regularited EL and granted one year extansion to MPCL LIl September 2022.

Rezently, MPCL {upon expression of interest by SEPL) entered into discussions with SEAL for assigmnent
of certain (non-operated) Working Interest aut of MPCL's existing 100% Working Interest in the Black.

MPCL now intends to assign 35% [non-operated) Working Interest in the Block to SEPL 2nd tharefora

hereby submits this application ta DGPC pursuant to Article 7 of PCA and Rule 8 2n.d Rule 9 of the Rules
2001 for its approval of the Working Interast assignment.

In this regard, please find enclosed z draft "Deed of Assignment” for assigning 35% (non-operated)
Working Interast ta SEPL, for yaur review and approval, along with a copy of paymen: challan for an

amount of PKR 10,000/- on account of [ee and application of SEPL for assignment of Working Interest as
per First Schedule, pursuant to Rule 9 of the Rules 2001.

i

We are available if any further information/Uacumentation is required in this regard.

Best regards,

Hassan Mehmdod
Director {Business Development & Commercial)

Enclosed: as stale above

- - N
Cony to: CEO SEPL .

Dahmhl‘Flnlll Ulhice I(am_u;kﬂl‘lﬁ'w n Offico Quetta Linisan Oilice’
{ % m Sk, 'h {i i )H ({? |'JWB "“""” "ClGhoN. 007, ik, Kehkashon

26, Survey-Ji, ’
11410 Cillan, Kavoeli. 5500, Delenra Qlficas Houglug Schiemn.
i “ 410 | Paklstan, UAn: -4 10} Aispart Moo, Quania,
.a...uGS; O ..GS! \-- £ vy SGY Fu S0 72).660407 Fax: +92.01. J=n'rguzj;; 131410 mg o
0. Doxilo, 1007 Faz: 192017334485
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DEED OF ASSIGNMENT « HANNA nLock

THIS DEED OF ASSIGNMENT {ihe "Assignment Deed”) is executed at Islamabad on this ___ dayof ___
2022, by and between:

1. The President of the Islamic Republic of Pakistan, (hereinaftes referred to as the “President”
[which term shalt Inchede his successors in office and assigns) of the First Part); and

2. Marl Petroleum Company Uimbted, a company incorporated under the laws of Pakistan and
having s registered office at 21, Mauve Area, 3rd Road, G-10/4 P.O. Box 1614, Islamabad
{hereinafter referred to as “MPCL which term shall include its successors and assigns) of the
Second Part; and

3. Spud Encrgy Pty Limited, a company existing under the lavss of Pakistan, having Its registered
office at 3" floor, 22 East, Saeed Plaza, Jinnah Avenue, Blue Area, Islamabad, Pakistan
(heretnafter referred to as “SEPL” which term shalt Include its successors and assigns)

(The President, MPCL and SEPL shall hereinaiter iolntlv' i:é referred to as the "Parties” and Individuzlly
as a "Party")

WITNESSETH:

WHEREAS, on 21" June, 2006 the President granted a Petroleum Exploration Licence No.
383/PAK/2006 (the "License”) in respect of Block Mo. 3066-8 (Hanna) {the "Block”) to the Fssror

MEPCL in accardance with the provisions of Pakistan Petroleum [Exploration & Production) Rules 2001
{the "Rules”);

WHEREAS, simultaneous with the grant of the License, the President and the RarmerMPCL, as the
Operator, executed the Petraleum Concession Agreemant dated 21% June, 2006 in respect of the
Block as supplemented and amended thereaiter from time to time (the "PCA") with the Joint

Operating Agreement (the "JOA") annexed thereto to be signed between the Working Interest
Owners ("WIOs").

WHEREAS, the Securities & Exchange Commission of Pakistan vide Certificate of Incorporation of
Change of Name bearing Corporate Unlversal Identiflcation No. 001 2471 dated 19 November, 2012
certified the name of Mari Gas Company Limited (MGCL) as Marl Petroleum Company Limited {(MPCL)
as intimated to DGPC vide letter MPCL/DOM/54/59 dated 1B% March, 2013, Subsequently the
President and MPCL executed a Supplemental Agreement to PCA (the “Suppiemental Agreement to
PCA*) dated 27'* September, 2013 reflecting the change of name of MGCL ta MPCLw.e.f. November
19, 2012.

WHEREAS, a supplemental agreement to PCA (the “Supplemental Agreement ta PCA") dated 15"
April, 2015, was executed with the Government for conversion of the Block to Pakistan Petroleum
Exploration and Production Policy 2012, The License, PCA, JOA, Supplemental Agreement to PCA and
all annexures and appendices as amended from time to time and related or subsequent approvals in
relation thereto, shall herelnalter collectively be referred to as the "Concession Documents”.

lof ¢
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WHEREAS, MPCL liolds 100% of the rights ang ohligations in the dlack pursuant to the Concession
Dacuments and has agreed to assign thirty five percent {35%) of Its Working Interest {the "Assigned
Interest™) 1o SEpL (thc_ "Assicnmnnt“}. and SEPL has aprecd Lo take and accept such Assigned Interest
from the Assighment Date {35 defined below) and a similar undivided intergst In the Jolnt Operations
and Joint Froperty arlsing under the Concesslon Bocuments;

LAY

AND WHERERS, the Government has granted jts consent to MPCL for Assignment of the Asslgned
Interest to SEP| as required under Article +Vli of the PCA and Rule 8 and 9 of the Rules.

NOW THEREFORE, In cansideration of the premises and the mutual covenants set out in this
Assipnment Deed, the Parties agree as follows:

1. This Assignment Deed is and shall construed as 3 dead supplemental to and amending, in part,
the Concession Documents, Except as expressly amended in this Asslgnment Deed, the

Concesslon Documents shali remaln in full force and effect according to their respective
provisions. W

2. Words and expresstons defined in the Concession Documents and not atherwise defined in
this Assignment Deed shal) have the same meanings ascribed to them In the Concession
Dacuments. Reference to ap Article mean Article of this Assignment Deed, unless otherwise
identificd, The singufar includes'the plural and vice versa,

3. Inthis Assignment Deed unless the context otherwise requires the "Assignment Date” means
1st October, 2021,

4. Asof the Assignment Date, in consideration of mutual covenants MPCL hereby assigns to and
vests in S5EPL, and SEPL hereby takes and accepts the assignment of Assigned Interest under
the Concession Documents and similar undivided interest In the Jaint Praperty and Jaint

be respansible for its proportionate share of rights and obligations accruing on or after the

Assignment Date,_and MPCL shall be responsible for all liabilities and oblipations occurring
priarta the assignment date.,

5. The Parties shail be entitled to alt rights and privileges and shall be subject ta all obligations
and llabillttes relating to the Working Interests being assigned hereunder In accordance with
the same provls\ions, conditions and limitations of the Concession Documents

.

as specified below:

Worklng Interest Owners Warking intarest
MPCL  (Operator) 655 *
SEPL 35%

1ofs
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7. The Paries hereby apree ang declare that, alf the requirements of the Rules and the
Concesslon Documents rolating 10 the assignment of (o Working Interest Leing assigned
hereunder have bogn fullilled in accordance with the provisions thereof.

8. Withowt nrejudice to 1he generality of (he foregoing, certaln amendments are also made in

the Concession Documents as set forth In the "SCHEDULE OF THE ASSIGNMENT DEED*
annexed herewith,

9. The Parues tatlfy and confirm the Concesslon'; Documents as amended by this Assignment
Deedin accordance with the “SCHEDULE OF THE ASSIGNMENT DEED” annexed herewsith,

10 This Assignment Dceg shall be governed by and shall be given elfect to under the lawis of
Pakistan,

IN WITNESS WHEREOF, the Partjes herato have executed this Assignment Deed on the date first above

written,
bl
Signed for and on behalf of N

The Presldent of the Islamic Republic of Pakistan

By:

Witness Witness
Name : Name
CNIC CNIC :
Slgned for and on behalf of

Mari Patroleum Company Limited

\

By; £ 1
Witness . Witness

Name : Name :

CNIC CNIC ;

™

dofg
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Signed for and on.behalf of
Spud Enerpy Pty Limited

Oy:

Witness _ Witness
Name : Name
cNIC - T amie:

a4
A
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{HANNA 0LOCK NO. 3066-4)

SCHEDULE OF T IE ASSIGNMENT OEED
* [This Schedule shaly farm part of e Asslgnment Deed)

PART A:

The Exploration License shal| be amended ag follows;

3. Onthe tiyg Bage af Exploration License, Insart SEPL. a6 party after MPCL,

b In firse Paragraph of License, after the deseription of MPCL, the description of SEPL Is hereby
inserted tg (he follawing cfiect:

L L

“and

“Spud Energy Pty Limited, a company existing under the laws of Pakistan, having its registered
office at 3rd 1 loor, 22 East, Saced Plaza, Jinnah Avenue, Biue Area, Islamabad, Pakistan
{heretnafter refeerag 1o a5 "SEPL” whitich term shall include its successors and assigns) OF THE
THIRD PART.~

€. In the first Paragraph of the License insert the wordlng “and SEPL” zfter the wording ~AND

MPCL”,

d. In the_terms and conditlens Clause-1 under the heading "Company” and "Working Interest”,

amend tha entries a5 fol'ows:;

Company Workinp Interostog

“MPCL 65%
SEPL . 355"

e. Every reference to MPCL, In the Ucense in thejr €apacity as Licensee Jg hereby amended to

include a reference 1o SEPL also,

PART B:

The Petroleum Concession Agreement “PCAY shall be amended as {ollows:

b.

On the title page of PCa, Insert "SEPL as trarty after MPCL.

In the first paragraph, alter the description of MPCL and accurrence of the words “of the second
part;* the description of SEPL is inserted to the following effect:

“and Spud Encrgy Pty Limited, a company existing under the |aws of Pakistan, having its
registered office at 3rd floor, 22 East, Saeed Plaza, Jinnah Avenue, Blye Area, Islamabad, Pakistan
{hereinafter referred to as “SEPL which term shall include jts successors and assigns) of the third
part.” v

In Artlcle 5.1, the “Working Interests throughout the Area” shall be read as follows:

Sof¢
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MPCL G5%
SERL : 358"

d. Wit respect to Arifele 30.3 of the PCA, fallowing address of SEPL shall be inserted after 30.3(b):

"{c) in the casc of SEPL ta:
3rd floor, 22 Cast, Saced Plaza, Jinnah Avenue, lue Area, islamabad

Allention: Chlef [xecutive Officer
Telephone: {to be insered)
Fax Number: {ta be Inscrted)”

Wherever the words “Mari Petroleum Company Limited” and/or "MPCL, Is appearing, insert
thercafter the words "Spud Energy Ply Limited” and/or "SEPL®, as appropriate. -

f.  Excluding the preamble, to the PCA and Article 2.2{a}, cach and cvery reference to "MPCL” In the
Petroleum Concession Agreement fincluding recitsls thereto) shall be Immediately followed by
words in cach and every instance “and SEPL™. .

w

PARY C:

The Joint Cperating Agreement “JOA* shall be amended to the following extent:

2. Onthetitle page of the JOA, insert “SEPL” as party after MPCL.

in the first paragraph, after the description of MPCL, replace the wording 2. XYZ having its
replstered office at , Pakistan (hereinafter relerred to as "XYZ" which expression shall
Include its successors and assigns)” with the following wording:

b,

“2. Spud Engrgy Pty Limited, a company existing under the laws of Paklstan, having its registered
office at 3rd (loor, 22 East, Saeed Plaza, Jinnah Avenue, Blue Area, Islamabad, Pakistan
(herelnalter referred to as "SEPL” which term shall include its successors and assigns).”

€. ExceptinArticle 5.1 of the J0A, wherever the words “Marl Petroleum Company Limited” and/or
“MPCL" is appearing, insest therealter the words "Spud Energy Pty Limited” and/ar *SEPL”, as

the context requires.

This Schedule of the Deed of Assignment ends here.

54
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APPLICATION FOR AN EXPLORATION LICENSE

1. Name of the applicant In full

Spud Energy Pty Limlted !

2. (A) Particulars of the Company:

(a)

Principal Place of business

Australla
(b) If principal place of business s outside Pakistan, name and address of duly authorlzed
agent In Pakistan
Muhammad Nadeem Faroog
3" Floor, 22 East
Saeed Plara, Jinnah Avenug,
Blue Area, Islamabad, Pakistan
(e} Nature of business
Oil and Gas Exploration and Praduction
{d) Authorlzed, subscribed and pald up capital of the company
Authorized Subscribed and Pald-up Capital
Capital
AUD 72,045,286 {Australian Doliar Seventy Two Million Farty Five
Unlimited Thousand Twe hundred and Elghty Six Only).
72,045,286 ardinary shares of par value AUD 1.0/- each
{e) Names of directors Natlonality
Mr, Nadeem Farooq Pakistani
Syed Hasan Akbar Kazm| Pakistant
Mr. laln Spittal Australian
{(f} Names of principal shareholders Amount of Shareholding
Jura Energy Corparation (JEC} 100%
B e e
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5.

(8)  Provide a copy of Articles and Memorandum of Assoclation alongwith Cartificates of
Incorporation and annual audlted reports of fast thrae years of all the applicants:

Enclosed

State whethar a Reconnalssance Paermit, Exploration License or a Petrolewm Development and
Praduction Lease s required

Exploration License

Perlod of which the Petroisum right is required

The remaining term of the License (License No, 383/PAK/2006)

Situation and approximate size of the area or areas for which Appilcation Is made
Hanna Exploration Ucense, License No. 383/PAX/2006, Baluchistan, Area 886.65 Sg.Km

Belef Particulars of Previous experiance In Petroleum exploration, field development and
production work in Pakistan and abroad

SEPL Is operating In Pakistan since 1996, To date SEPL has nvested approximately USD 50 million In
Pakistan. SEPL currently hold working intarest in following:

Workin

Exploration Heenses/leases lntem: Operator
Producing
Zarghun South |ease 40.00% Mari Petroleum Comgany Limited
Aetl lease 10.66% Oll and Gas Development Company Limited
Maruiease 10.66% Qit and Gas Development Company Urmniled
Maru South lease 10.66% Ol and Gas Development Company Limited
Maru East discovery 10.66% Ol and Gas Development Company Limited
khamiso discovery 10.66% 0il and Gas Development Company Urited
Umair discovery 10.66% Oll and Gas Development Company Umitad
Sara lease 60.00% Spud Energy Pty Uimited
Surl lease 60.00% Spud Energy Pty Limited
Exploration
Guddu explaration license 13.50% Oll and Gas Developmant Company Limited
Zamzama North explorationilcense 24.00% Heritage Oil and Gas Uimited
Nareli exploration ficense 19.00% Mari Petroleum Company Limited
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7. Name and qualificatians of managerial parsonnel Intended 10 be used In the operations
Name Qualification
Muhammad Nadeem Fatoog ACA
Muhammad Agif Slddig ACA
Or. Shakeel Ahmed BSe. MSc and PhO - Petrgleum Enginaering
Asif Mahmood Mailk RSc Electrlcal Speclalized In Communication
Qafsar Wasaem MSc Geophysics, Post Graduate Certificate - Petraleum Engineering

mw

a.

State amount of capltal for aperations under the petroleum right applied far:

At present available

Spud Energy Pty Uimitad has waorking Interest in 9 producing gas fields. The operaling
cashilaws of the Company will be sufficlent to fund the capital required for the operation
under the Petroleum rights applied for.

Which applicant can maka avallable and the source

Sufficlent capital wiil be made available fram the Company,

Tha applicant must provide documentary evidence alongwith application to substantiate the
above Informatlon ta the satisfaction of the Government

Please refer Financial Statements

2. The applicant shall submit In addition the data referred to In Exhibit-! to this schedule,
Exhibit-1is enclosed herewith.
We hereby declare that alf the foregoing particulars are cosrect,
Furthermore, we hereby declare that we will abstaln from all palitical actlvities whatsoever affecting

the sovereignty or security of Pakistan or such as may be tantamount 10 Interference In Its Internal affairs
and that espetlally we will eschew all esplonage.

Slgnatd‘\

oate fpait I, 2orl

Applicant{s): Spud Energy Pty timited
Deslgnatlon: Chief Execulive Officer
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Exhibit-}

PARTICULARS TO BH FURNISTIED BY APPLICANT

1. Infonmation about the applicant:

Elfmmmic Dataswarldwides for the applicant, his ultimate parent company and the graup
ol companies controlied by the parent company:

The group structure uf the Company is as indicated below:

l ~urs Enemgy Corpomilon {Jaa) j ]
= % (Cansga) ¥

l 1pg% i 103%
" '. " - h ) e . P-lﬂsl'm!-lll"'?!-! Ll
L e e o ,;,.,,-.,m"’-m’wm«]
e racyy] :
J, 100%
E-'. s FranterHoltings Linnd trony - ]
TIITHALE T (sere), T e
1. Totalinvestment in Potroleum activities split on the following items:
{a)  Exploration
2018 [ 2019 i 2020
USS “Million
255 i 0.45 | 0.51
{b) Production
2018 [ 2019 | 2020
USS “Million
4.48 ] 5.74 ] 6.93

(e}  Transporlations Systems
Not applicable

{d) Refining and Processing
Not applicable

{e} Marketing

Notapplicable
2. The total tummover of the group as well as the turmover with regard o petroleum
aclivities,
2018 | 2019 2020
USS$ “Million”
1234 [ 11.89 | 2273
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1.

3.

Exhibit-}

Net income after taxes of the group.
I T ITE | 2020
USS “Milllon”
0.01 i {0.22) | 3.85
Total value of assets of the group,
2018 I 2019 | 2020
USS “Million™
53.89 55.61 | 6391
Profitability indicators, including the following
3. Earnings per share of the group
b.  Return on common equily of the group
¢ Return on tota] capital emplayed of the group
Ratlos 2018 2019 2020
Earnings per share - USs 0.00 (0.00) 0.06
Return on common equity - % 0D01% 0.33% 591%
Return on Capital employed - % 2.25% 11.34% 17.77%

Operational Data-worldwide- fo
graup of companies controlled

Production of oil and Ens of the group:

t the applicant, his ultimat
by the parent company:

¢ parent company and Lhe

Onshore Otfshore
2018 2019 2020
Gas (BCF) 2.76 2.47 4.81 Nil
Qi (BBLs) 7924 744.4 7,574.1 Nil
Refining Capacity (1000 bbl/day)
Not applicable
Sale of Petroleum Products of the group:
Onshore Offshore
2018 2019 2020
Gas (BCF) 161 236 4.64 Nil
Cil (BBLs) 7924 7444 . 6,313.5 Nil

Number of Exploration wells and Appraisal Wells of the group:

Exploration Wells Appraisal & Development
Years Status Wells
Onshore Offshore Onshore Ofishore
2018 Operator - - - -
Non.Operator 1 - - .
2019 Operator - . - .
Non-Operator - = 5 -
2020 Operalor 5 - - .
Non-Operator 1 - 1 -
Total Operalor - - - R
Wells Non-Qperator 2 = 1 .
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5. Number of Employees in Petroleum Activitics
7
Z Informalion Concerning the arcas {blocks)
a) Indieation of arcas (blocks) applied for.
Notapplicable

b} 1€ the applicant applies for more than one area {block) the priority assigned to the
different arcas (blocks) must be given.

Notapplicable

€) The applicant must state the pescentage participating interest applied for in the
different areas {(blocks).

Not applicable

d) The applicant must state if he applies for operatorship on any or all of the areas
(blocks) applied for.

Not applicable

¢} Information given in sub-items 2 a-d and item 3 shall be summarized in a scparate
form.
Nat applicable

f) Theapplicant must comprise information about the geolongical and geophysical
material and parameters upon which the application is based, accompanied by
structural maps.
Not applicable

3. Proposcd Work Programme, Economic Terms, el

a) The work programume for each of the area (blocks) applied for, including the size of
seismic grid, number of exploration wells with indication of depths and/or
geological horizans to be penetrated in cach exploration well, and the minimum
financial amount to be Allocated o and spent on exploration activities,

Not applicable

b) Any addilional royalty or other economic compensation offered; and

Not applicable

<) The participating interest offered

] lo the Government or the Oil and Gas
Development Corporation.

Not applicable
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: ACKNOWLEDGEMENT OF FILING
N Dated. 29/01/2010 «

I
AR T

fre
' £ In the matter of (SPUD ENERGY PTY LIMITED)(7TH FLOOR, THE FORUM
: BLOCIC 9, CLIFTON, KARACHI)

; The recelpt of the under mentioned document(s) filed, registered and recorded
= pursuant to the provisions of the Companies Qrdinance, 1984 (XLVII of 1984), is herby
| acknowledged:-

Form 38 - Documents (Charter/Siatute/ Memeranduin and Articles, ete) delivered for
registration by a foreign company dated 29/01/2010

Form 39 - Return showing address of the vegistéred or princlpal office of n forelgn
company dated 29/01/2010

Form 40 - Return showing particulars of Directors, Chief executive and Secretaries (If
any} of a foreign company dated 29/01,/2010

Form 41 - Return showlng particulars of principal officer of a foreign company daled
29/01/2010

Form 42 - Return showing particulars of person resident in Pakistan authorlzed to accept
services on behalf of a foreign company dated 29/01/2010

Form 43 - Return showing address of the principal place of business in Pakistan of a
foreign company dated 29/01/2010

(Mulinmmad Nacem Khan)
Joint Registrar of Comipanies
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PATIICIA HOLDINGS I'TY LIMiT1:D
ATIN: ROSS DAL )
POnOXR) o COElkR

NEUTRAL BAY JUNCTION NSW 2089

form 204

e 1y bt dap sstdiron i Ju derif vdand o mley

Certificate of Registration
of a Company

Corporations Law Sub-section 121(1)

‘This is lo certify that

NOYUS PAKISTAN I'TY L'TD

Austealian Compuny Nunber 073 847 613

is o reglstered company under Division 1 of Part 2.2 of the
Curporations Law of New Soulh Wales and beeause
ul its registration it is un incorporated company.

The company s lhnited by shaies.

The company Is a proprictuory company.

The tay of cormmencement of registration is
the secand day of May 1996.

Given under the scal of the
Australian Securilies Commission

2, on this sccand day of May, 1996,
\'.-"/\.*“r,
r N
AT \ ‘s,
r“( \ ‘-P'ro
0, K N\/p
0N {/v‘\ /-..‘-‘3-
4
"’r.,b g Aban Cameron
% o 3 Chiainman

&

AUSTRALIAN
SECURITILS
COMMISIION
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NOVUS PAKISTAN Iy LTD
13 Lester Roxd
GREYSTANES NSW 2145
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£~sianment of working Interest in Marqala Exploration Licanso/Block.

" Name/Binelt No,

OperatorfIoint \’cnh.n'c Partiter

Marpatn / 3372-20 : >
MOL Pakistan (70%),Pakistan Oilficlds Limited (30%)

Area

1847.18 Km?

Distriets Islnmabad, Rawalpindi, Haripur, Abbotabad, Attock
Province Punjab/KP
‘Graut Date 08-11-2006
Validity Date 31-12-2022
Rule Pakistan Petroleum (Exploration & Production) Rules 2001
Policy Pakistan Petroleum (E&P) Policy, 2001 (converted into
Policy, 2012) ]
Current Phase/Term Phase-I
;
Assigninent of working interest Assignment of 30% working inlerests in Margalla Bloc.k f_mm
M/s MOL Pakistan to M/s Mari Petroleum Company Limited 1
{MPCL). :
Relevant extension rule Rulg-8 of the Rules 2001: ) R
“A \rztraleunrri ht or any working interest thergin shall not 1
assigned without the previous consent in writing of the
Government”
Rule-9 of the Rudes 2001:

“dAn application by the holder of a petrolenm right for consent ;
to the assigniment of a petroleum right shall be madz in writing

addressed to DGPC, and shall be accompanied by a fee of ten
thousand rupees. With the application, the applicant sholl
urnish the like particulors in respect of the proposed assienze
as are required to be furnished in the case of applicants for a

pelrolewn right",

Reconuncudation of Petroleum Division

Considering the request of the company being in line with the rules and requirement, the Petroleum
Division in light of rule 8 and 9 of Pakistan Petroleum (E & P) rules 2001, recommends the assignment
of M/s MOL's 30% working interest in the Margala Block to M/s MPCL, subject to the conditions that:

a. M/s MPCL will submit an irrevocable Bank Guarantee corresponding to their acquired
working intecests in Margala Block, befare the execution of the Deed of Assigament,
against the work commitnient, _

b. In case of any miscommunication / misinterpretation, withholding of information and
concealment of facts or any default thereof shall render the consent and approval null and
void and assignor and/ or assignee shall be responsible for the same and will be liable to
pay any penalty es decided by the Authority, ,

c. The Governments revenuc will not be adversely affected after thig Assignment

R
At

——————— . . S—

e
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£ "sigpment of workin interest in Margala Ex loration License/Black.
Name/Block No.

= T Ae s et EeAL T

Qperator/Joint Ve P Marpala 7337335
Area - £atire Partnor MOL Pakistzn (70%),Fakistan Oilficids Limited (30%)
Districts — | 1847.18 K2

T Islamabad, Rawalpindi, Haripur, Abbotabad, Attock
Provigee |

. Puni v .
Grant Date El;;-nlJ ??gggﬁ
Validity Dafe 31-12-2022
Rule

Paldstan Petroleurn (Exploration & Production) Rules 2001

Policy Pakistan Petroleum (E&P) Palicy, 2001 (converted into

Policy, 2012)

Current Phase/Term Phase-[
Assignment of working inferest Assignment of 30% working interests in Margalla Block from
M/s MOL Pakistan to Ms Mari Petraleum Company Limited
(MDPCL). :
Relevant extension rule Rule-8 of the Rules 2001
1

“A petroleum right or any warking interest therein shall not be

assigned without the previous consent_in writing of the
vermmern:™

Rule-9 of the Rujes 2001:

“dn application by the Ider of a petrolgum right for consent
lo the assignment of a petrgleum ri ht shall be made in writin

addressed (o DGP and shall be accompanied by a ee af ten
thowsand rupees. With the o lication,_the applicant shall
urnish the like pargiculars in respect of the proposed assienee

es are required {p be furnished in the case of applicants for a
petroleum right”,

Recominendation of Petrolenm Division

Considering the request of the company being in line with (he rules and Tequirement, the Petrolenm
Division in light of rulc 8 and 9 of Pakistan Petroleum (E & P} rules 2001, recommends the assignment
of M/s MOL's 30% worlking interest in the Margala Block ta M/s MPCL, subject to the conditions that:

8. M/s MPCL will submit an irrevocable Bank Guarantee Corresponding to theijr acquired

working intcrests in Margala Biock, befre the execution of the Deed of Assignment,
against the work commitment, .

b. In casc of any miscommunication / misinterprctalion, withholdi
concealment of facts or any default thereof shall render the consep
void and assignor and/ or assignes shal] be responsible for the sa
pay any penalty as decided by the Authority.

c. The Gavernments revenue will not be adversely affected afier this Assignment.

ng of information and
tand approval nul] and
me and will be liable to

R

bt}
“a
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MOL Pakistan Ot & Gas Campany 8.V, 17" Floor, ISE Towers, 55-8, Hinnah Avenue, Islamabad | LAN: +92-51-111-665-715 | mol_paklsrm.p"

.{

1
~,

- Director General Petroleum Concessions

.. MOL Group Regional Vice President

%MOLGROUP T

Date: June 3, 2022
flef: MOL/20703/2022

Ministry of Petroleum & Natural Resourcas

‘3™ Floor Petroleum Mouse

-Ataturk Avenue G-5/2, T
Islamabad 4

_; Subject: Marpala Block- Assignment of 30% Working [nterest to MPCL -

4

Dear Sir,

- This refers to Margala Exploration License No. 382/Pak/2006 (Block 3372-2) and Petroleum

Concession Agreement dated B"‘ November 2006.

In terms of Artlcie 7.2 of the PCA the Operator proposes to assign 30% working interest in

.. Margala Block from its current working interest of 702 %, ta Mari Petroleun Company Limited
- (MPCL),.a cumpany exlstlng under the IaWS of Fakistan, with its reglstered office at 21 Mauve

Area, 3"’ Road, G-10/4, Islamabad, o i

; , i
3 l'

S acccrdance with the Rules, we seek: your consent on the subjectasslgnment and approval of
"draft Deed of Assignment for its final execution. ‘Accordingly, fnllow:ng documents are enclosed

lo procced further in the matter; . :

"Appendin A - Draft Deed of Assighment .

Appendix 8 - MPCL’s Consent - Second Schedule along with' required supporting documents
Appendix C - Status of Obligations

Appendix D - Banlc Draft valumg Rs 10,000/- on account of application fee

" We will be grateful to recelve your approval at the carliest.

Sincerely,

k i »
,%J&j.); .

i}

Afi Murtaza Abbas
Middle East, Africa, and Pakistan
CC:

= © 1. Mr Faheem Halder, MD/ CEQ MPCL Islamabad
2. Mr. 5ajid Nawaz, MD POL, Morgah Rawalpindl
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{stamp paper]

= DEED OF ASSIGNMEN'T
(MARGALA BLOCK 3372-20) . -

This decd of assignment ("Deed of Assignment™) is made at Islamabod on this day of

2022, by and between:

1. The President of the Islamic Républic of Palgistan (hercinafter refecred to as the
“President”, whicl expression shall include its successors in office and assigna);

2. MOQL Pakistan Oil and Gas Company B.V.,, o company incorporated in the Netherlands,
having a branch office at Stock Exchange Towers, Floor No.17, 55-B Jinnah Avenue,
Islamabad, Pakistan (hereinafter referred to as “MOL", which expression shall be
deemed to mean and include its successors and assigns);

3. Polistan Oilfields Ltd company incorporated in P'nkistan, having its registered office at

POL House, Morpah, Rawalpindi (hereinafter referred to as “POT.", which expression
shall include its successors and assipns); and

4. Mari Petroleum Company Ltd, a company incorporeled in Pakistan, having its registered
office at 21 Mauve Area, 3! Road, G-10/4, P.O. Box 1614, Islamabad (hereinafter
referred to as “MPCL", which expression shall include its successors and assigns);

The President, MOL, POL and MPCL are hereinafter individually referred to as a “Party”
and jointly as the “Parties".

RECITALS

WHEREAS, on 8" November 2006, the President granted Exploration Licence No.
IB4/PAK/2006 (the "Licence") to MOL for the area identified as Block 3372-20 Margaia

{(the "Concession Area") in accordance with the provisions ofi Paldstan Petroleum
(Exploration & Production) Rules, 2001 (the "Rules"); :

WHEREAS, simultaneously with the grant of the Licence, the President and the MOL
execuled the Petroleum Concession Agreement dated g% November 2006 as supplemented
and amended thereafter from time to time (the "PCA") with the Joint Operating Agreement

(the "JOA") annexed thereto to be signed between the Working Interest Qwners. MOL was
appointed as Operator under the PCA,

WHEREAS, through agreement for assignment of Workin
effective 8" November 2006, MOL assigned 30% ofits
The License, PCA, and JOA and all related or sub
assignment agreement and amendments there
"Concession Documents",

g Interest signed on 1* June 2007,
ndivided Working Interest to POL.
Sequent approvals in relation thereto, said
of ace collectively referred to as the

WHEREAS, as of the date of this Deed of Assignment, M0

igations | : 0%
of the rights and obligations in the Concession Arc L holds seventy per cent (70%)

A pursuant to the Concession Documents;

-

e

e e e
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and !}as agreed to assign 30% of its Working Interest ("Transferred Interest™) to MPCL
(the Assipnment™) and MpCl. hns ngreed

vidivided & ‘ to Inke and accept such Assignment and a similar
Wided interest [ the Jojpt Operations and Jaint Property arising under the Concession
Documents,

ANI_J WHEREAS, flie Government has granted its consent to MOL for the proposed
Assignment of the Transferred Inte

rest to MPPCL as required by Article VII of the PCA and
by Ruic 8 af the Rules,

NO}\' THEREVORE, in consideration of the mutwal covenants set out in this Decd of
Assignment, the Parties agree that:

Arficle

L1, This Deed of Assignment is and shall be construed as a deed supplementing and
amending, in part, the Concession Docuiments-in-aceardanea—with—the—ralevant
provisiehs-efAuticle Ml ofihe- RCA-d-Articlet2ofthe JOA. Except as expressly
amended by this Deed of Assignment, the Concession Dacuments remain in full
force and effect according to dlcir respective provisions.

12 Words and expressions defined in the Concession Documents and not otherwise
defined in this Deed of Assigiment, shall have the same meaning as in the
Concession Dacuments. References to Asticles shall mean Articles of this Deed of
Assignment, unless otherwisc identified. The singular includes the plural and vice

versa.

1.3 Inthis Deed of Assignment uniess the context otherwise requires the “Assignment
Date" meaus (to be inscrted as the Exccution Date of Farm-out Agrecment].

Article 2

2.1 The Parties ratify and confirm the Concession Docurnents as amended by this Deed

of Assignment in accordance with the attached Schedule duly initialed by all the
Parties for identification purposcs.

Article 3
As of the Assignment Date:

3.1 In consideration of mutual covenants, MOL hereby assigns to and vests in MPCL
and MPCL hercby takes and accepts the Transferred Inte

30% undivided interest in the Joint Operations and Joint P
Concession Documents subject to the condition that MPCL
for its proportionatc share of rights, obligations and liabil
the Assignment Dale and MOL shall remain responsib
obligations accruing or otherwise related to (he period prio

rest and a proportionate
roperty nrising under the
shall only be responsible
ties accruing on or after
le for all liabilities and
T to the Assignment Date.

32  Asaresult of the foregoing the Parties shall, from the Assignment Date, own and be
entitled to the percentage Working Interest

\ A ; eSL under the Concession Documents and
proportionate undivided interests in the Joint Property and Joint Operations specified
below, namely:

b

P s M R M T AT B i e P o e i e "
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MOL (Operator): 10%
POL; 30%

. MPCL: 0%
100%

Atticle 4

As of the Assignment Date:

d.1

4.2

4.3

MI’_CL_slmll be cntitled to all rights and privileges and shall be subject to all
obligations and liabilitics in respect of the Transferred Interest under the Concessian
Docunents arising from the Assipnment Date and MOL shall be relzased from all

further obligations and linbilities in respect to the Transferred Interest after the
Assignment Date,

Each of the Parties consents to and approves the assignments provided in Article 3,
above,

In the event, the Government requires submission of any guarantee under
Concession Documents for work commitments, then the Parties shall be liable to
submit the same as per their proportionate Working Interest.

Article 5

3.l

The Parties agree to promptly execule and deliver any documents or instruments
required to effectuate or to give further assurance for confirming the Assignment,
acceptance and assumption herein described, and the amendments hereby required.

Arlicle 6

6.1

6.2

6.3

6.4

6.5

This Deed of Assignment is supplemental to the Concession Documents, which shall

stand amended as provided in the Schedule hereto and as so amended shall remain
in full force and effect.

This Dced of Assigniment shall be governed and shall be given effect to under the
Laws of Pakistan.

This Deed of Assignment shall not confer any rights or remedies upon any person
ather than the Parties and their respective successors and permitted assigns.

No amendment, modificalion, addition or otherwise change to the Deed of

Assignment shall be cffective or binding on any Party unless consented to in writing
by all the Parlies,

Any dispule or difference between the Partics with r
to the Decd of Assignment shall be settled in accorg
in the Concession Documents,

espect to any matter pertaining
ance with the provisions set aut
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IN WlTh!ESS_ WHEREOF the partics hereto have signed this Deed of Assignment as of the
date hereinaboye fiest written,

Forand on behalf of the
PRESIDENT OF THE ISLAMIC REPUB LIC OF PAKISTAN

Dy: .
WITNESS: !
i t
i. {a
{
5
2. o
?}:3
o
Ay ’ g
]
For and on behalf of the i
MOL PAKISTAN OIL, AND GAS COMPANY B.V. }
5
By:
WITNESS:
1.
2.
Far and on behalf of the
PAKISTAN QILFIELDS LIMITED
By:
WITNESS:
1.
2.
4
4
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For and op behalfof

PETROLEUM COMPANY LIMITED
By:
WITNESS:
1.
2.

b R

‘J
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[Margala Block No: 3372-20]

SCHEDULE O THE DEED OF ASSIGNMENT
(This Sehedule shall fonn part of Deed of Assigniment)

BART A
The License shall be amended as foliows:

l. Onthetitle Page, aller the words “PAKISTAN OILFIELDS LIMITED" insert the words
“AND IPETROLEUM COMPANY LIMITED".

ki T

2. In the description of Licensees, aficr the words “which cxpression shall include its
5uccessars and assigns), add the following:

“and Mari Pelroleum Company Ltd, a coinpany incorporated in Pakistan, having its

registered office at 2] Mauve Area, 37 Road, G-10/4, P.O. Bax 1614, Islamabad
(hercinafier referred to as “MI:CL").

3. In Acticle-1 of the terms and conditions of the License, the Working Interest of the
party(ies) should read as follgws:

C any{iey Warking Interest

MOL Pakistan il and Gas Company B.V. 40% (Operator)
Pakistan Oilfields Limited 30%
Mari Petroleum Company Limited 30%

4, In Article-4, at the end of tnble, replace the words “and POL" with “, POL and MPCL"
in table note. v

5. Every reference to MOL and POL in the License in theirca
amended to include a reference to MPCL,

PARTR

pacity as Licensees is hereby

\
The Petroleum Concession Agreement (PCA) shall be amended as follows: '
1. Onthetitle page, afies the words “PAKISTAN OILFIELDS LIMITED"

"AND MARI PETROLEUM COMPANY LiMITED".

nsert the words

2. Inthe preamble, atter the words “third part”, insert the fotlowing:

“‘and Mari Petroleuin Company Ltd, a cq
registered office at 21 Mayye Area, 30 p

0ad, G-10/4, P.0, gy 1614, [slamabad
hereinafter “MPCL", which e i h . ; » 1518 h
fl:: f‘ouﬂhcpan.u Xpression ":!‘a:.ll Include s Successors and assigns) of

3. Inrecitals 2, 3 and 4, replace “angd POL” with « POL ang MpeL»

“NOW THEREFORE, Typ PRESIDENT", replace

4. On the first page, aficr the words
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the words “qng MOL and POL" with “ MOL, "'OL and MpCLr,

wh
.

I Articleg 21 and 3.3, replace “and POL" with *, POL and MICL,

6. In Article 3,1 » feplace “and PQL and Gy IPL (iCapplicable)” with “, POL and MPCL and
GHPrL Gir applicable),

7. In Adticle 3.1, amend (e Working Intercst with (he fellowing:
MOL {Operator) 40%
POL 30%
MPCL 0%

8.

In Article 30.3, afier paragraph (c), add tlie following as paragraph {d).
“In the case of MPCL to:

Mar{ Petroteun; Company Limited

21 Mauve Area, 3 Road, G-10/4, P.O. Box 1614, Islamabad
Allention: Managing Dirdctar

Tel: 051- 2352855

Fax: 051-2352348"

9. In Annex 1, insert after “MOL"”, the following: “, POL and MPCL™.

10. Excluding the preamble to the PCA, Article 2.2 (s) and 30.3, each and every reference
to “MOL and POL" in the Concession Agreement (including the recitals thereta) shall
be immediately followed by words in each and very instance “and MPCL".

11. Every refercnce tg MOL and POL in the PCA in their capacity as Working Interest
Owners js hereby amended 10 include a reference to MPCL.

PmT C L34 "
The Joint Operating Agreement shall be amended as follows:

L. At the end of the preamble, following the description of Pakistan Qiifields Ltd, the
description of MPCL is inserted as follows:

“Mari Petroleum Company Ltd, a company incorporated in Pakistan, haviag its
registered office at 2) Mauve Area, 319 Road, G-10/4, P.G. Boy 14 14, Islamabad
(hereinafter referred to as “MPCL", which cxpression shall include its successors
and assigns),”

2, In Adicle 3.}, first line, replace “and POL and GHPL (ifﬂpplicnblc)“ with *, POL and
MPCL and GHPL (if applicable)”, :

3. Except Article 5.1 of the JOA, wherever the ward ©

MOL and pop » ; the word
“MPCL" shall be included as the context 5q requires OL™ is used, the

4. In Appendix A, Accounting'l"roccdurc, ;r{ page 97, m AKISTAN
OILFILEDS LIMITED insert “"AND Ma R{ PETROLEUM Coprrery fordly

i = s s sk
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COoPY NO.

Sccret

Expl-7(3)(MGCL | Tnina)/2015-Vol-Hi
Government of Pakistan
Ministry of Enerpy (Petroleum Division)

AR Y

SUMMARY FOR ‘FIIE CABINET
—any AR VI CABINET

Subject; ASSIGNMENT OF WORKING INTEREST IN EXPLORATION
LICENSES/BLOCKS

The Directorate General Petroleum Concessions has received two separate
requests for assignment of working inlerests, (T) Assignment of 35% working interests in the
Hanna Block from Marj Petroleum Company Limited (MPCL}to Spud Energy Private Limited
(SEPL), and (ji) Assignment of 30% working interests in Margalla Block from M/s MOL
Pakistan to M/s Mari Petroleum Company Limited (MPCL). The companies have also
submitted (he draft deeds of assignmenit for the same. Both Henna and Margala Blocks are
govemed by Pakistan Petraleum Exploration and Production Rules 2001. The requests for

assignments and the draft Deed of Assignments (DoAs) are well in tine with the provisions of
applicable rules, .

i TS

2. Rule 8 of Pakistan Petroleum (E & P) Rules 2001 requites the prior approval of
Government for any such assignment. Rule 8 of the Rules 2001 is reproduced as under:

“d petroleum right or any working interest therein shall not be assigned
without the previous consent in writing of the Government”

3% Both assignment requests have been reviewed tharoughly taking into consideration the
technical and financial capabilities and incorporation details of the acquiring company as well
as the clearance of Government dues and other obligations by the assigning company. Detailed

evaluation of each assignment request and recommendation of the regulator (DGPC) are
attached as (Annexures-1 and 1.

4, The cases for assignment of 35% working interest of M/s MPCL to M/s SEPL in
Hannah Block and 30% working intercsts ofM/s MOL to M/s MPCL in Margala Black, require
approval of the Federal Cabinet, Therefore, approval of the Cabinet is solicited for the
abovesaid assignments, based on the recommendations as detailed jn (Annexures-I and I5).

5. The Prime Minister as the Minister In-Charg

e of Petroleum Division has seen and
authorized submission of the Summary (o the Cabinet.

(Ali Rnza Bhutta)
t
Islamabad, the , 2022 Secretary
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PRIME MINISTER'S OUFICE
ISLAMABAD

L2 2T

Subject: ASSIGNMENT OF WORKING. INTEREST IN EXPLORATION
LICENCES/BLOCKS

The Prime Minister, being Minister In-charge of Petroleum Division, has
scen and is pleased Lo direct that Petroleum Df'vision shall address the following
observalions before the Summary is submitted lo the Economic Coordination
Commiltee of the Cabinet for its consideration:- - .

()  The un-signed annexures containing the recommendation of the
regulator. is silent regarding th? financial capability of acquiring
company and clearance of government dues and other obligations
by the assigning companies. Similarly, the technical strength of
companies which will be assigned the working interest has also not
been indicated. |

(i)  Amount outstanding and/or subjudice before courts against the
existing holders of licence and the assignees, if any, has not been
mentioned.

(i}  Dceds/contact documents are not vetted by Law Division.

(iv)  Annexures attached with the Summary are un-signed.

(v) It shall be ensured that irrevocable Bank Guarantees in respect of
ou tstanding amounts (if any) as well as obligations corresponding to
the acquired working interest are taken from the companies which

have requested [or transfer of working interest.

-

{Shakeel Ahmed Mangnejo)
Additional Secretary-II
13-09-2022

Secretary, Pelroleum Division P4 o).
VD123 98/23?_M/u.

Ce:  Secretary, Cabinet Division
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ANNEX — oL

Plot 72-F12, Lst Floor, 9th Streat, Jami Commercial,

Phase V11, Defence Housing Authority, Karachi
. T R A N S P A R E N C Y Phone:  +92-21-15390408, 3531!868
Fax: +92-21-35390410

INTERNATIONAL - PAKISTAN Emali 1 pakistan@gmallcom

Websita: www.transparency.ong.pk

January 16, 2023 TIP 2023/0116/1A

Principal Secretary (PSPM)
Prime Minister of Pakistan
Prime Minister House,
[slamabad

(For the Attention of the Prime Minister of Pakistan)

Subject: Complaint against M/s SPUD Energy and M/s Frontier Holding Companies
willfully defaulting of their obligations to pay cutstanding royalty 12.5% amounting spprox.
Rs 1.13 hillion on the sale of natural gas/crude oil from Reti Maru Field. Badin IV South
Block and Zarpun South Field.

Honorable Prime Minister,

Transparency Intemnational Pakistan refers to the T1 Pakistan letter T[P2022/1208/1A dated
16" December 2022 on the subject above. Annex-A

On Citizen Portal the complaint is closed as not granted.

The following reply is given by DG (PC) MOP, who has shified the responsibility to Provincial
Government , and stated that Federal Government has nothing to do in this case of recovery of
Rs 1.13 Billion Royalty from defaulting firms M/s SPUD Energy and M/s Frontier Holding.
Annex-B

Director General (PC)’s reply that,

the provincial share of royalty is directly transferred to the relevant province where
the well-head is located, The provincial government has full authority to spend the
amount of royally en public as per its priority vrder and the federal government has
nothing te say or advise in'this regard, You are requested to approach the concerned
provincial government to acquire any relevant information.

. ' The reply by Director General (PC) (enclosed) is contradictory to Minister of Energy
{Petroleum Division), Directorate General of Petroleum Concessions’ directives, with was
subject to “MOST IMMEDIATE THROUGH FAX" dated 17" February 2022, have found
M/s Spud energy to be in continuing willful default of its obligation to pay the outstanding
royalty of a total sum of Rs. 734, 450, i41/-.

Prime Minister's attention is drawn to the PG (PC) letter dated 17 Feb 2022, written to MD
SSGCL and MD Pak Refinery to withhold the Royalty arrears of Rs 1.15 Billion and deposit
it in Pakistan Treasury Account for Natural Gas No C03906. Annex-C

The Ministry of Energy (Petroleum Division} should have taken legal action against the
defaulters as well as the SSGCL and Pak, Refinery and defaulting companies for not
complying with its orders 1o deposit the royalty of Rs. 1.13 billion in arrears, and also added
Bank *markup on this amount.

A NON-PARTISAN, NON-PRCFIT COALITION AGAINST CORRUPTION
Donations exempted from tax U/S 2 (36) (c) of |, Tax Ordinance 2001



M/s SPUD Energy has been found to be in continuing willfully defaulting of its obligation to

pay the outstanding royalty of the totat sum of PKR 834,821,397, while M/s Frontier Holding
has been found to be in continuing willfully defaulting of its obligation to pay the outstanding
royaity of the total sum of PKR 303,195,732, a tota! of approx. 1.13 billion losses to National
Exchequer.

Prime Minister as Minister of Petroleum is requested to order the DG (PC) Ministry of
Petroleum/ SSGCL/ Pak Refinery to collect the evaded Rovalty of Rs. 1.13 Billion from the
two defaulter companies and to be deposit it in the exchequer account, and also requests to
take administrative action against the officers for failure to perform their responsibilities.

Transparency International Pakistan is striving for across the board application of Rule of Law,
which is the only way to stop corruption, and achieve against Zero tolerance against corruplion.

Ad & Daniyal Muzaffar,
Trustee/Legal Advisor
Transparency International Pakistan

Copies forwarded for the information with request to take action under their mandate to:

1. State Minister for Petroleum Division

Chairman, NAB, Islamabad

Prime Minister's Inspection Commission (PMIC), Islamabad
Chairman, OGRA, Islamabad

Chairman, SECP, Islamabad

Registrar, Supreme Court of Pakistan, Islamabad

e E

Note:

This is to clarify that Transparency International Pakistan is not the complainant. It acts as
whistleblower and operate under Article 19-A, of the Constitution of Pukistan which gives the
right to public to know how government is being run by public officers. Article 19-A makes
the right to access of information pertaining to a public authority a fundamental right, Justice
Syed Mansoor Ali Shah in his landmark judgmeat in case of Ataullah Malik v. Federation of
Pakistan includes following order;

Right to information is another corrective tooi which allows public access to the
working and decision making of the public authorities. It opens the working of
public administration to public scrutiny. This necessitates transparent and
structured exercise of discretion by the public functionaries, Article 19-A
empowers the civil society of this country to seek information from_public
institution Id them answerable. PLD 2010 Lahore 6035.

Continuation Sheet No

..........



Annex-A

Plot 72-F/2, 1st Floor, 9th Street, Jami Commerdial,
Phase VII, Defence Housing Authority, Karachi

o T R A N S P A R E N C Y Phaone:  +92-21-35390408, 35311898
fax: +92-21-35390410

INTERNATIONAL - PAKISTAN Email:  tlpakistan@gmail.com

Website: www.lransparency.org.pk

December 16, 2022 TIP 2022/1216/1A

Principal Secretary (PSPM)
Prime Minister of Pakistan
Prime Minister House,
[slamabad

(For the Attention of the Prime Minister of Pakistan)

Subject: Complaint against M/s SPUD Energy and M/s Frontier Holding Companies

willfully defaulting of their obligations to pav outstanding rovalty 12.5% amounting
approx. PKR 1.13 billien on the sale of natural gas/crude oil from Reti Maru Field,
Badin IV South Block and Zargun South Field

Honorable Prime Minister,

TI Pakistan has received a complaint against M/s SPUD Energy and M/s Frontier Holding on
willfully defauiting of their obligations to pay outstanding royalty 12.5% amounting PKR
[.13 billion on the sale of natural ges/crude oil from Reti Maru Field, Badin [V South Block
and Zargun South Field. (Annex-A)

The complainant has made the following allegations:
That,

. To undertake petroleum exploration activities, exploration licenses were granted to M/s
SPUD Energy over Guddu and Bolan blocks, and to M/s Frontier Holding Companies
over Badin IV South Block. These licenses were given under the provision of Pakistan
Petroleum (Exploration and Production) Rules, 1986.

. +2. -On account of commercial discovery in these blocks, the President granted a development
: and production leases to;the holders of license to undertake development activities and
produce petroleum. M/s Sui Southern Company (SSGCL) is the nominated buyer of the
natural gas and crude oil/condensate from Bolan Block and Badin I'V South Block, while

M/s Engro Fertilizers is the. nominated buyer of the natural gas from Guddu Block.

3. Under Rule 36 of the 1986 Rules read with the Article 9.1 of the Petroleum Concession
Agreement (PCA), the license holders M/s SPUD Energy and M/s Froatier Holding are
under an obligation to pay royalty to the Government at a rate 12.5% of the petroleum
produced and saved. The royalty:on gas is collected by the Federal Government and paid

. to the province where the wellhead of gas is situated under Article 161 of the

. Constitition.. . :

4. M/s SPUD’ Energy has been found to be in continuing willfully defaulting of its
obligation to pay the outstanding royalty of the total sum of PKR 834,821,397, while M/s
Frontier Holding has been found to be in continuing willfully defaulting of its obligation
toipay the outstanding royalty of the total sum of PKR 303,195,732, a total of approx.
1.13 billion loss to National Exchequer.

5. Ministry of Energy — Petroleum Division had been deceived into allowing the assignment
and transfer by way of ECC Summary and Summary for the Prime Minister dated
September 1st 2022 of PCL’s 35% W1 to M/s SPUD in Hannah Exploration License, the
Prime minister Office vide letter dated September 13th 2022 has taken a serious notice of
the said transfer and raised the following objections:

A NON-PARTISAN, NON-PROFIT COALITION AGAINST CORRUPTION
Donations exempted from tax U/S 2 (36) (c} of I. Tax Qrdinance 2001




Continuation Sheet Na..........

i.  The un-signed annexures containing the recommendation of the regulator is silent
regarding the financial capability of acquiring company and clearance of
government dues and other obligations by the assigning companies, Similarly, the
technical strength of companies which will be assigned the working interest has
also not been indicated.

ii.  Amount outstanding and/or subjudice before courts against the existing holders of
licence and the assignees, if any, has not been mentioned.

iii.  Deeds/contact documents are not vetted by Law Division,
iv.  Annexures attached with the Summary are un-signed,

v.  t shall be ensured that irrevocable Bank Guarantees in respect of outstanding
amounts (if any) as well as obligations corresponding to the acquired working
interest are taken from the companies, which have requested for transfer of
working interest.”’ (Annex B)

6. The office of the Directorate General Petroleum Concessions has issued various Show
Cause Notices and Default Notices to M/s SPUD Energy and M/s Frontier Holding
including certain Gas Buyers and Oil Buyers including M/s SSGCL, Pakistan Refinery
and others to start withholding payments against share of M/s SPUD from invoices for
sale of Natural Gas and Crude Oil from fields in which M/s SPUD had working Interest.

7. It can be clearly seen from their Financial Statcment instead of paying government
obligations these defaulters have paid shareholders loan worth millions of dollars using
gas sales receipt which is totally not just illegal but also morally incorrect (Financial
statements attached). They have also charged consultancy services with the help of their
subsidiaries.

Transparency International Pakistan's Comments

Based on the authenticity of the submitted documents, particularly the 03 letters dated
Februacy 17, 2022 from Ministry of Energy (Petroleum Division) to M/s Sui Southern Gas,
M/s Pakistan Refinery and M/s Engro Fertilizers, prima facie it appears that the complaint is
correct. M/s SPUD Energy and M/s Frontier Holding have defaulted their obligation paying a
royalty of PKR 1.13 billion, combined with the loss of interest on defaulted amount to
National Exchequer for many years.

Transparency International Pakistan's Recommendations

Tl Pakistan requests the Prime Minister of Pakistan to kindly look into this matter, and if it is
found to be correct, then direct the regulators to first recover the outstanding amount approx.
PKR 1.13 billion from M/s SPUD Energy and M/s Frontier Holding prior to proceeding
furthee on these contracts.

Transparcncy Iniermational Pakistan is striving for across the board application of Rulz of
aw, which is the only way to stop corruption, and achieve against Zero tolerance against

EIRAY 3
Adveeae Daniyal Muzaffar,

Trustee/Legal Advisor
Transparency International Pakistan

Copies forwarded for the information with request to tuke action under thetr mandate to:
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1. State Minister for Petroleum Division
2. Chairman, NAB, Islamabad =k
3. Prime Minister’s Inspection Commission (PMIC), Islamabad

4. Chairman, OGRA, Islamabad

5. Chairman, SECP, Islamabad

6. Registrar, Supreme Court of Pakistan, Islamabad

This is to clarify that Transparency International Pakistan is not the complainant. It acts as
whistleblower and operate under Article 19-A, of the Constitution of Pakistan which gives
the right to public to know how government is being run by public officers. Article 19-A
makes the right to access of information pertaining to a public authority a fundamental right,
Justice Syed Mansoor Ali Shah in his landmark judgment in case of Ateullah Malik v.
Federation of Pakistan includes following order;

Right to information is another corrective tool which allows public access to
the working and decision making of the public authorities. It opens the working
of public administration to public scrutiny. This necessitates transparent and
structured exercise of discretion by the public functionaries. Article 19-A

empowers the civil society of this country to seek information from public

institutions and hold them answerable. PLD 2010 Lahore 605.
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1416423, 12:42 PM Gmall - Your Citizen Portal Complaint is Resolved | s ufs da i85S 8 ) g 0ot S o)

}ﬂd Gmail Transparency Internatlonal Pakistan <ti.pakistan@googlemail.com>

Your Citizen Portal Complaint is Resolved | s (S5 Ja @lSd S 5 (00 S o

1 message

Paklstan Cltizen Portal <support.pmdu@pmo.gov.pk> Wed, Jan 11, 2023 at 3:34 PM
To: ti.pakistan@gmail.com

Respected Citizen! / sops psise

Following Officer (Director General (PC)) closed your camplaint code (1S231222-90440763) with
following slatus (Relief cannot be Granted). Please see the remarks.

Officer Remarks:

Respected citizen, the provingial share of royalty is directly transferred to the relevant province where the
well-head is located. The provincial government has full authority 1o spend the amount of royalty on
public as per its priority order and the federal government has nothing to say or advise In this regard. You
are requestad to approach the concemed provincial government to acquire any relevant information.
Regards,

Emall; support.pmdu@pmo.gov.pk
Pakistan Citizen Portal
PMDU|PMQ|Islamabad, Pakistan

nitps.iimail qoogle.comimatfu/0i?ik=2dea 101 3I5&viaw=pibsoarch=alldperminid=thraad-I%:3A1 7547218634 3623650795 7Cimsg-MLJA 17347219634 3¢



Annex-C

MOST IMMEDIATE

THROUGH FAX
No. Accounts 1(24)/2014.15 vy Part

Govemnment of Pakistan,
Ministry of Energy (Petroleym Division)
Directorate General ef‘l?‘?troIEUm Concessions

Islomabad, the February 17, 2022,

[i] The Managing Direclor - (i) The Managing Director
Sui'Southern Gas Company Limited Pakistan Refinery Limiled
s( 4/B, Block 14, Sir Shah Suleman Korangi Creek Road
Road Guishan-e-iqbal Karachi
Karachi.

Subject:  WITHHOLDING PAYMENT AGAINST SHARE OF M/S SPUD ENERGY ply Uid
‘ROM_INVOICES FOR_SALE OF THE NATURAL GAS AND _CRUDE
OIL/COMNDENSATE FROM ZARGHUN SOUTH FIELD (BOLAN BLOCK).

Dear Sirs,

Effective from Novernber 30, 1994, the President granied on exploration
licence over Bolon Block under and in accordance the provisions of the Pakistan
Pefroleum (Exploration and Production) Rules, 1786 (“1986 Rules") to undertake
petroleum exploration activities within the licence area. Simultaneously with the grant
of licence, the President and the holders of petroleum right execuled the Bolan
Pelroleum Concession Agreement (PCA) to give effect to the incenlives and packages
of the Pokistan Peflroleum (Exploration & Production) Policy, 1994.

2. On account of commercial discovery in the block, the President granied
o development and production lease fo the holders of licence to underiake
development aclivilies and produce peloleum from the Zarghun South field. The
current working interest owners are (i) M/s. GHPL; (il) M/s. Al-Haj (i} M/s. Spud Energy
and {iv) M/s Mari Petroleum Limited.

3. Under Article-X of the PCA, the President nominated Sui Southemn
Compony Limited {SSGCL} as the nominated buyers on behalf of the President of the
natural gas produced from the Bolan Block.

4. Under Rule 36 of the 1986 Rules, the Working Interest Owners are under an
obligation to pay royalty to the Govemment at a rate of 12.5% of the Pelroleum
produced and saved. Furthermore, the royally on gas is collected by the Federal
Government and paid to the province where the wellhead of gas is situated under

Article 161 of the Constitution.

5. M/s. Spud energy has been found to be in continuing willful default of ils
obligation to pay the outstanding royalty of a total sum of Rs 734,450,141/-

Ié' It may be clarified that royally is an Constitutional requirement in an oll
and gas lease thaf gives the vaemment the right to receive 12.5% of the Pdeuchon
from the leased acreage and it is the firsi charge of the Government on .Ihe oil and gos
produced and saved, therefore. the Company has been selling the oil and gas and
meiving ihe payment of 100% oil and gos without paying royally to the Government in
steer violation of the 1986 Rules and PCA.
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9.
Yours T
. {Kashif Af)
Direclor Generat |Petroleum Concession)’
051-9204174.
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SUCCESS STORY

PKR 1.13 Billion Outstanding Royalty Recovered from
Two Companies on TI Pakistan Intervention

Governments across the world need
resources, material, equipment, and
services to execute public projects.
The execution of the projects,
procurement and services permits
require that the entire activity be
carried out in transparent,
economical, and efficient manner, to
result in the best value for the
country, government and its citizens.

On 16th December 2022, Ti Pakistan
came across a complaint of official
collusion with the private companies
causing loss of PKR 1.13 Billion to the
national exchequer. It was pointed out
that to  undertake = petroleum
exploration  activities, exploration
licenses were granted to M/s SPUD
Energy over Guddu and Bolan blocks,
and to M/s Frontier Holding
Companies over Badin IV South Block.
These licenses were given under the
provision of Pakistan Petroleum
(Exploration and Production} Rules,
1986.

On account of commercial discovery
in these blocks, the President of
Pakistan granted a development and
production leases to the holders of
license to undertake development
activities and produce petroleum.
M/s Sui Southern Company (SSGCL) is
the nominated buyer of the natural
gas and crude oil/condensate from
Bolan Block and Badin IV South Block,
while M/s Engro Fertilizers is the
nominated buyer of the natural gas
from Guddu Block.

Under Rule 36 of Pakistan Petrofeum
(Exploration and Production) Rules,
1986, read with the Article 9.1 of the
Petroleum Concession Agreement
(PCA), the license holders M/s SPUD
Energy and M/s Frontier Holding are
under an obligation to pay royalty to
the Government at a rate 12.5% of the
petroleum produced and  saved.
Under Article 161 of the Constitution
of Pakistan, the royalty on gas is
collected by the Federal Government
and paid to the province where the
well-head of gas is situated.

It was alleged that M/s SPUD Energy
was in consistent willful default of its
obligation to pay the outstanding
royalty of the total sum of
PKR 834,821,397, while M/s Frontier
Holding was alleged to be in willful
default of its obligation to pay the
outstanding royalty of the total sum of
PKR 303,195,732, a total of approx.
PKR 1.13 Billion loss to the national
exchequer in Pakistan.

T Pakistan took up the complaint and
wrote to the Prime Minister of
Pakistan on 16th December 2022, to
look into the matter and direct the
regulators to recover the outstanding
amount along with the interest prior
to proceeding further on the contracts
with the two companies.

It was astounding to observe that in
pursuant to TI Pakistan letter, the
Director General Petroleum
Concessions on 11th January 2023
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responded to Tl Pakistan and stated
"that the provincial share of royalty is
directly transferred to the relevant
province where well-head is located...
and the federal government has nothing
to say or advise in this regard’. The
DG (PC) response was axiomatically
contrary to the Constitution of
Pakistan 1973, Rules of Business 1973
and Pakistan Petroleum (E&P) Rules
2001.

The Constitution of Pakistan 1973
under FOURTH SCHEDULE, places
mineral oil and natural gas under the
legislative of Federation. Moreover,
Article 161 of the Constitution of
Pakistan 1973 bestows Constitutional
obligation upon the Federation to
collect Royatties for onward remission
of funds to the Province where the
wellhead is located. The Rules of
Business 1973 expressly make the
Ministry of Energy as the concerned
ministry of the Federal Government
tasked with Oil and Gas.

On 16th January 2023, Tl Pakistan
wrote another letter to the Prime
Minister of Pakistan that the response
of DG (PC) was even contradictory to
the Ministry of Energy (Petroleum
Division), Directorate  General of
Petroleum Concessions  directives
issued on 17th February 2022 which
have found M/s SPUD Energy to be in
continuing  willful default of its
obligations to pay the outstanding
royalty of a total sum of PKR 734, 450,
141/- and that no concrete progress
has been made or initiated by the DG
(PC) to recover the outstanding
amount.

®*JTRANSPARENCY
INTERNATIONAL - PAKISTAN

In response, to Tl Pakistan letter, on
20th January 2023, the Prime Minister
of Pakistan vide its Office letter
No.4(5)/Mis/DS/(EA-1)/2022/83

instructed the Secretary Petroleum
Division to ensure recovery of the
outstanding amount within two weeks
and submit compliance report.

In compliance to the PM orders, the
Ministry of Energy (Petroleum
Division) vide its letter No. Accounts
1(24)/ 2014-15 Vol-1 Part, dated
27th January 2023 wrote to the MD
SSGC to withhold payment to the
defaulter M/s SPUD Energy and
deposit outstanding royalty in the
Government treasury and ensure the
same within two weeks.

On 14th February 2023, Director
General {PC) informed T Pakistan that
Royalty amounting to Rs. 1.025 Billion
has been deducted from the sale
invoices of the defaulting companies
i.e, M/s. Spud Energy and M/s.
Frontier Holding Company  Limited
through SSGCL, and the same has
been deposited in the Federal
Treasury.

Transparency International Pakistan's
tireless efforts have resulted in saving
PKR 1.13 Billion to the national
exchequer.



