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THIS AGREEMENT is made on 2007 among:

(1)  SISTEMA INTERNATIONAL S.A. a company registered in Nevis having its registered
office at Hunkins Plaza, Main Street. P.O. Box 556, CHarlestown, Nevis (the “Veador"); and

)  TETHYS KAZAKHSTAN LIMITED a company| registered in Guemscy with number
41210 and having its registered office at Borough) House, Rue due Pre, St Peter Por,
Guemsey (the "Purchaser"); and

3)  TETHYS PETROLEUM LIMITED & corpany registered in Guemsey with number 41075
and having its registered office at P.0. Box 524, St Peter Port, Guernsey GY1 6EL ("TPL").

WHEREAS:-

(A)  Nursat — Bauyr & Co Limited Liability Partnership ("WBC"} is a lepal entity of the Republic
of Kazakhstan having state registration certificate No » issued by the Qvzylorda Department
of the Ministry of Justice on ».

(B) The Legal Owners are the registered holders and the Vendor is the beneficial owner of (or is
otherwise able {0 procure the transfer of) all of the Participating Interest (ownership) of NBC.

(C)  The Vendor and the Legal Owners are willing to sell apd the Purchaser is willing to purchase
the Participating Interests for the Consideration and on the terms and conditions set out in this
Agreement,

1T IS AGREED:-

1 DEFINITIONS AND INTERPRETATION

1.1 Definitions

1.1.1  In this Agreement unless the context requires otherwise:-

nAdditional Consideration” means the additional consideration for the Darticipating
Irterest calculated in accordance with Clause 4.2.1;

"Adjustment Payment" has the meaning ascribed in Clause 42.3

"Agreement” means this agreeruent including the Schedules and the Recitals;

"Associates" means eny subsidiary or subsidiary undertaking or holding company of such
company and any other subsidiary or subsidiary undertaking of any holding company of

such company,;

“Boanus Payments* means bonus payments payable tq the Vendor, calculated in accordance
with Clausc 4.2.2;

"Business Day" means a day (other than a Saturday, Sunday or public holiday) where banks
in Gucmsey, the City of Iondon and Republic of stan are open for business;

*C1 Reserves” represents the reserves of a deposit (¢r of a porticn thersof) whose Oil or
natural Gas content has been determined on the basis of commerciat flows of Oil or natural
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Gas obtained in wells and positive results of geologital and geophysical exploration of non-

probed wells;

"C1 Recoverable Commercial Gas Reserves” means the Cl Reserves in the form of

Commaercial Gas;
*'1 Recoverable Gas Reserves” means the C1 Re
"C1 Recoverable Qil Reserves” means the C1 Rese

"Commercizl Discovery" has the meaning ascribed
the avoidance of doubt is an Oil or Gas discovery ma
is deemed, by NBC, to be commercially exploital
and/or development drilling with the aim of produc

in the form of Gas;
es in the form of Oi;
it in the Exploration Contact; or for

& by NBC on the Contract Area which
le, and which NBC begins appraisal

irg hydrocarbons for sele. Commercial

Discovery will be delineated by the extent of the Oil and/or Gas dcposit, as dernonstrated by

drilling and geophysical dats,

"Completion” means completion of the sale and purchase of the Participating Interest by
virtue of the performance by the Vendor and the Purchaser of the obligations assumed by

them respactively under Clauses 3 and 6;
"Completion Date" meang the date on which Comple

“Conditions Precedent”
Clause 2.1,

"Condensate” means hydrocarbons in Gas which
processing;

"Conwideration” means the consideration for the
accordance with Clause 4;

"Consideration Shares” had the meaning piven in Cl;

“Contract Area" means the area covered by the Expl
current arca being as detailed in Schedule 1;

"Encumbrance” means in respect of any property, 2
any person (including but without limitation #ny rig

tion takes place,

means the conditions pr&redent contained in or referred to in

condensate to a liquid state during

Participating Interest calculated in

ause 4.1.1(b);

pration Contract from time 10 time, the

sset or right, any interest or equity of
it 1o acquire, option or right of pre.

omption) or any mortgage, charge, pledge, lien, assig
royalty interest, title retention or other security or th

inent, hypothecation, security interest,
rd party agreement or arrangement of

whatsoever nature over or in that property, asset or right;

*Escrow Account” means the bank account in the joint pames of the Purchaser and the

Vendor as notified by the Escrow Agent to the

ies in writing apnd into which the

. Purchaser shall deposit the Initial Cash Consideration gt the Escrqw Point;

"Escrow Agents” means the escrow agents as notified by the Purchaser to the Vendor in
writing prior to the satisfaction of the condition specified in Clause 2.1(a) and as duly

appointed pursuant to the Escrow Agreement;

Eacrow Agreement”" mcans the escrow agreem
Purchaser, the Vendor and the Escrow Agents;

t in the agreed form among the

"Escrow Point" has the meaning ascribed to it in Clayse 4.1.3;

2
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"Rvalnation Period” means the period when the Exploration Contract (or any extension to
the Exploration Contract) is in effect;

"Exploration Contract" means the exploration contyact for the Aral Vostochniy (East Aral)
exploration area between the Ministry of Energy and Mineral Resources and NBC dated 18
November 2004;

“First Commercial Discovery"” means the first occufrence of 2 Commercial Discovery;

"Gias" means & mixture of hydrocarbons which are gaseous at surface conditions, principally
methanc together with varying quantities of ethane, plvpane, butane and other gases;

"Initial Consideration” means the initia] cousidération for the Participating Interest,

caleulated jn accordance with Clause 4.1;

“Interests" means all rights, titlc and interests inithe exploration contract for the Aral
Vostochniy (East Aral) exploration area betwcen the Ministry of Energy and Mineral
Resources and NBC dated 18 November 2004;

|
"Legal Owners” menns the legal and registered owners of NBC from time 1o time as
notified in writing by the Vendor to the Purchaser;

"MEMR" means the Kazakh Ministry of Energy and Mineral Resources, its successors and
assignees, as the competent body for Qil and Gas oon'fnmts in the Repubtlic of Kamihstar;

“Naturai Gas Liquids" means any hydrocarbon or mixture of hydrocarbons other than Oil
and Gas;

"0il" means a mixture of hydrocarbons which existed in the liquid phase in natural
underground reservoirs and which remains liquid At atmospheric pressure after passing
through surface separating facilities and hydrocarbon$ which existed in the gaseous phase in
natural underground reservoirs but which are liqui¢ at atmospheric pressure after being
recovered, and namral gas liguids recovered from pag well effluent in separators or facilities
and includes Condensate and Natura] Gas Liquids;

"Otber Commercial Gas" means noble gases, that i§ helium, neon, argon, krypton, xenon,
and radon, or any other gases which have commergial use end can be sold (for example
Cerbon Dioxide);

"Participating Interest” means 100% of the legal and beneficial ownership, or participating
interest in NBC;

"Tethys Group" means TPL, its subsidiaries and spbsidiaries undertakings from time to
fime;

"TPL Shures" means ordinary shares of £0.01 each if} the capital of TPL,

“Trigger Date™ means the date on which the Commercial Discovery is announced by NBC
or when the MEMR. Siate Commission on Rcser\;ms states any adjustment of the Cl
Recoverable Gas Reserves or Cl Recoverable Oil Reserves or C1 Recovorsble Commercial
Gas Reserves; and

"Warrantics” means the statements and representations set out in Clause 7 (Warramies)
and Schedule 3,

B AT 4 s mmsde e L .o -
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1.2

1.2.1

122

123

2.4

2.1

effect as if expressly set out in fheir entirety in the op4

Intorpretation and Construction

CANARGO TETHYS

In this Agreemcnt, unless otherwise specified or the gontext otherwisc requires:-

{a) words importing the singular shall include the plural and vice versa;

)] words importing any gender shal} include all other genders;

(c) reference to a Recital or Clanse Is to the relevant recital or ciavse of this
Agresment; '

(d) reference to a Schedule is o a scheduls to this Agreement;

{e) reference to a paragraph. is to a paragraph i & Schedule;

) reference to this Agreement or to any other document is a reference to this
Agreement or to that other document as mogified, amended, varied, supplemented,
assigned, novated or replaced from time to time;

& reference to a provision of law is & reference to that provision as extended, applied,

amended, consolidated or re-enacted or as the application thereof is modified from

time 1o time and ghall be construed as inc!

ing reference to any order, instrument,

regulation or other subordinate legislation from time to time made under it; and

(h) reference to any Eoglish legal term for an
proceeding, legal document, logal status, cq

y action, remedy, method of judicial
urt, official or any lepal concept, state

of affairs or thing shall in respeet of any jurisdiction other than England be deemed
to include that whick most approximates is that jurisdiction to the English legal

ferm.

Headings used in this Agreement shall not affect its cj‘nstruction or interpretation.

The Schedules and Recitals form part of this Agree
Any action required to be performed by a which falls
a Business Day shall be performed on the immediately
CONDITIONS PRECEDENT
Conditions

Subject as provided in Clause 2.2 below, tho parties

ent and have the same full foree and
rrative part of this Agreement.

to be performed on 2 day which is not
r following Business Day.,

oblipations under this Agreement are

and Completion is conditional upon the satisfaction

or waiver by notice in writing of the

following conditions (provided that no such waiver shall be permitted if the failure to satisfy
a condition would constitute a breach of the applicahlg law):

(a) TPL listing on the Toronto Stock Exchané;e and reising & minimum of US325
million of aggregate gross proceeds in connpction with such listing and obtaining

consent for this Agreement under The
Guemsey) Ordinance, 1959;

(b NBC obtaining the binding written ¢
suthorities to:-

/. |

PN T LA DONAT?

1% 74 L AT RS L g

ontrol of Borrowing (Bailiwick of

of the requisite Kazakh Siate
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i the extension of the Exploration| Period (as defined in the Exploration
Contract) uatil 17 November 2010 or guch cther dato &s is acceptable (o
the Purchaser;

[FP.XW]

22

221

222

3.1

32

33

A e

TN e —

(i) the modification of the Minimum Work Programme (as defined in the
Exploration Contract) to the minimum work programme substantially in
the form outlined ir Schedule 2 or as otherwise agreed by the Purchaser,

(iif} the waiver by MEMR of any pre-emption rights the Kazakh State may
have in respect of the Exploration Contract or the Contract Area,

(iv) the submission by the Vendor to the Purchaser of any other necessary
documents to cnable the re-registration of NBC with the Purchaser as the
sole participant, legally and beneficially owning 100% of NBC.

The Parties may agree to waive or modify one or mpre of these Conditions Precedent, any
such agreement must be in writing signed by the Purchaser, the Vendor and NBC.

Satisfaction of Conditlons Precedent

The Purchaser shall use all reasonsble endeavours to ensure that the condition specified in
Clause 2.1(a) is satisfied as soon as practicable and, in any event, not later than 31 August
2007 and the Vendor shall usc all reasonable endpavours to ensure that the conditions
specified in Clause 2.1(b) are satisfied as soon ss. practicable afier the satisfaction of the
condition specified in Clause 2.1(a) and, in any event, not later than four months from the
date of satisfaction of the condition specified in Clause 2.1(a).

If any of the conditions in Clause 2.1 has not been satisfied or weived by the respective
dates specified in Clause 2.2.1 (or by such later date as may be agreed in writing between
the Vendor and the Purchaser), and has not been converted into a conditicn subsequent to
Completion then the rights and obligations of 't‘h? parties under thiz Agreement will

terminare, except in relation to the obligations of the parties under Clsuses 8.1 and 8.14.

SALE AND PURCHASE
Obligstion to sell and purchase

On and with effect from the Completion Date, the Vendor shall sell (or shall procure that the
Legsl Owners gell), and the Purchaser shail, subject to the terms of this Agreement,
purchase the Participating Interest with full title guarantee free from any Encumbrance and
with all riphts attached thereto at the Completion Dat{.}

Waiver of righta
The Vendor bereby waives or agrees to procuro the aiver of any pre-emption rights which
may exist in relation to the Participating Interest pu]umt to NBC's chatter and foundation

agreement or otherwise.
Sale of all Participating Interest

On the Completion Date, the Purchaser shall not be obliged to complete the purchase of any
of the Participating Interest uniess the purchase of all the Participating Interest is completed
simultaneously but completion of the purchase of so;

affect the rights of the Purchaser with respect to the others,

of the Participating Interest shall not

PARIEE
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4.1.21

4122

CONSIDERATION

Initis| Consideration

The initial consideration payable to the Vendor (pr its nominees) for the Participating:
Tutarest shall be:

(a) US5$100,000 in aggregate in cash payable by way of a refundable deposit within
five Business Nays of the date of this Agre¢ment to the bank account nominated in
writing by the Vendor to the Purchaser (the "Deposit”)

&) US$2.5 million (minus the Deposit} in aggregate payable in cash at Completion
(the "Initial Cash Consideration"); md

© the allotment, credited as fally paid, at Completion of 7,500,000 TPL Shares (the
"Consideration Shares™).

In the event of a share split, share capitml consdlidation, capital reorganisation, share
reclassification, or any other similar event (but exclpding, for the avoidance of doubt, any
issue of shares for value pursuant to any fundraising or corporate, business or assets
acquisitions (including, without limitation, any .['u:g}aising pursuant to z listing of TPL on
the Toroato Stock Exchange)) in relation to the capital of TPL between the date of this
Agroement and the Escrow Point, then TPL shall procure that at the Escrow Peint, the issue
to the Vendor, by way of capitalisation of TPL's share premium account or such other
distributable reserve, such number of additional TPL} Shares as would result in the Vendor
holding the samne percentage of the equity share capitel of TPL as they would have held had
the Vendor been issued with the Consideration Shar¢s on the date of this Agreement. The
parties acknowledge that in connection with TPL's proposed listing on the Toronto Stock
Exchange, it is anticipated that the share capitai of TPL shall be consolidated with five of
the existing ordinary shares of £0.01 each in the capital of TPL being consclidated as one
ordinary share of £0.05 each in the capital of TPL and that in such an event the number of
Consideration Shares to be aliotted pursuant to Clajise 4.1(c) of this Agreement shall be
1,500,000 ardinary shares of £0.05 each in the capitaliof TPL.

Pollowing the satisfaction of the condition specified jo Clause 2.1(a) (the "Escrow Point™),
the Purchaser shall:-

(a) give instructions to its bank to transfer telegraphically to the Escrow Account the
Initial Cash Consideration; and

(b) procure the aliotment nil paid by TPL of the Consideration Shares and the delivery
by TPL to the Escrow Agent of a legended share certificate in respect of such
Consideration Shares.

In the event that the conditions specified in Clause 2.1(b) have not been satisfied or waived
within four months of the Escrow Point (the "Longslt?p Date"), then:-

(a) the Deposit shall be duly retumed within five Business Days of the Longstop Date
to the bank account nominated in writing by the Purchaser to the Vendor;

) the Escrow Agent shall and is hereby irreyocably authorised to return from the
Escrow Account 1o the Purchaser (or its nominee) the Initial Cash Consideration;
and

MAY-1RA-2007 1390 LA ATRAINDOA 4 2T e
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OCG Equivalent Gas Reserves =z X E—@i—
ERCGP

Where:~

z = C1 Recaverable Commercial Gas Ress

ERCGP =  Estmated realisable pricc per ouj

ERGP = Estimated realisable Gas price per ¢u

FRGP shall be based on either:-

CANARGO TETHYS

Where:-

z = C1 .Recoverablc Oil Reserves in cubic metres

EROP=  TRstimated realisable Oil price per cubic lof metre Oil at Qyzylorda for local Oil
sales

ERGEP=  Fstimated realisable Gas price per thous and cubic metre of Gas at Qyzylorda

ERGP shall be based on either:-

@ the prices specified in any long term sales contract to which NBC is 2
party if any such contract is in plape; or

cross border price for a cubic metge of Ges.

Tn such circumstances the Additional Considerad
calculated on the basis of the formulae in Clauses

n and the Bonus Payments shall be
42.1 and 4.2.2 respectively, with the

@)  ifno such loog term sales conu'jis in place, 0% of the Uzbek/Kazakh
H

exoeption that in relation to each caleulation the fi

x shall be replaced with the figure for

the Equivalent Gas Reserves calculated pursuant 1o 1 is Clause 4.2.4.

In the event that the Commercial Discovery is of any
other recoverable Other Commercial Gas and Cl
Other Commercial Gas reserves shall be conve
following formula (calculated based on prices
immediately preceding the Trigger Date):-

er Commercial Gas o cuntaing any
eserves ar¢ atiributed by NBC, such
into Gas equivalent based on the

or the period of 30 Business Days

arveq in cubic metres

hic metre of the particular Other
Commercial Gas at Qyzylorda for lo::[l sales of such Other Commercial Gas;
C

metre of Gas at Qyzylorda

{1 the prices specified in any long taer sales contract to which NBC is a
party if any such contract is in place; or

(i) if no such tong term sales con
¢ross border price for a cubic me

caleulated on the basis of the formulae in Clauses

is in place, 80% of the Uzbel/Kazakh
of Gas.

2.1 and 4.2.2 respectively, with the

In such circumstances the Additional Cunsiderati:? and the Bonus Payments shall be

exveption that in relation to each calculation the figure x shall be replaced with the figure for

the OCG Equivalent Gas Reserves calculated pursuan,

T

| to this Clause 4.2.5.

guiz
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42.6

4.2

428

4.3
43.1

43.2

5.1

TPL may at its sole discretion, elect to satisfy all payments due pursuact to Clauses 4.2.1 t0
42.5 above by the issue, to the Vendor (or its n minee) credited as fully paid, of an
equivaleat number of TPL Shares togather with sucH additional TPL Shares as rcpresents &
10% premium {o the amount which would have bden payable to the Vendor had a cash
payment been made pursuant to such Clauses. TPL shall use all reasopable endeavours to
ensure that any TPL Shares issued pursuant to this Clause 4.2.6 shail be:

(i) freely tradeable; or

(i) freely tradable within four (4) months of the issue date.

satisfy the Additionsl Consideration or any Bonus Payments in TPL Shares shall be
caleulated based on the volume weighted average closing price of the TPL Shares on (he
Toronto Stock Exchange (or, in the event that TPL is not quoted on the Toronto Stock
Bxchange, any other exchange on which the TPL es are quoted) for the 30 Business
Days preceding the Trigger Date. In the event that TPL Shares ar¢ quoted on more than
one exchange, the calculation pursuant to this Clause 4.2.6 shall be based on a volume
weighted average of the volume weighted average closing prices of the TPL Shares on all
the exchanges on which the 'TPL Shares are quoted.

The aggregate number of TPL Shares issuable to thi%\fsndor in the event that TPL elects to

Any Additional Consideration or Bonus Payments payable pursuant to this Clause 4.2 shall
be made by TPL (on behalf of the Purchaser) as soon as reasonably practicable following
the relevant Trigger Date and, in any cvent, aot later than 3 months from the Trigger Date.

In the cvent that NBC commences test production i relation to the Contract Arce which
continues for a period of at least 6 consecutive months, then NBC shall appoint an
independent rescrve auditor acceptable to the Vendor fo calculate the C1 Rocoversble Gas
Reserves aecording to the principles of the Russian Reserve reporting and these will be
deemed to be the "Approved Reserves" for the purpoges of the calculation of the Additional
Consideration or any Bonus Payments payable pursuant to Clauses 427 and 4231
respeciively. In the event of any disagreement between NBC and the Vendor in relation to
the appointment of the independent reserve auditor, the independent reserve anditor shall be
appointed by the Chainman of the institute of Petroldum. The decision of the independent
reserve auditor, who shall act as expert and not as arbiter, shall be fipal and bioding and his
costs shall be met by NBC.

Entitlernent to Congideration

The Initia! Consideration shall be paid to the Vendor or the nominee of the Vendor (if
requested in writing by the Vendor).

The Additional Consideration and Bonus Payments shall be paid to the Vendor or the
nominee of the Vendor (if requested in writing by the Vendor).

CONDUCT OF BUSINESS PENDING COMPLETION

Conduct of business

Pending Completion, the Vendor shall procuro that the business of NBC will be properly
managed gnd carried on in the normal cowse and the Purchaser will be kept fully and
promptly informed of all material matters relating to the business, asscts and nffairs of NBC.

i0
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5.2

53

53.1

5.3.2

6.2

Notification by Vendor

CANARGO TETHYS

The Vendor undertakes to notify the Purchaser in witing fully and promptly on beﬂou}ing
aware of anything which constitutes or may constituge a breach of the Vendor's obligations

under Clause 5.1,
Breach/Failure to comply
If at any timo before Completion:

(a} any of the Vendor fails to comply in any

imaterial respect with all or any of iis

obligations contained in this Agreement whether to be performed on or before

Completion; or

)] the Purchaser becomes aware of any fac{ or event (not being a fact or event
provided for by this Agreement) which in ity reasonable opinion:

(i} is a material breach of the Warrapties or would be a material breach of
any of the Warranties when repeatpd on Completion; or

(1) is evidence that any obligation ofjthe Vendor has pot been or will not be
complicd with in any material respect within the period required by this

Agreement,

then the Purchaser may, by written notice given by the Vendor, elact to terminate this

Agreement without prejudice 1o any remedies availab

e to it against the Vendor.

Any termination of this Agreement pursuant to Clayse 5.3.1 shall be withou! prejudice 1o

any rights or liabilities which any party may have

non-performance of this Agreement and shall not effect those Clauses which arc intended

oither expressly or by implication to survive terminati
COMPLETION

Time and place

on of this Agreement.

Complction shell take place at 11.00a.m. (Guernsey|time) on the Completion Date at the
offices of TPL in Guernsey, Channel Islands or such other place as agreed in Wriling

between the Purchaser and the Vendor.
Vendor's obligations
At Completion the Vendor shall:-

(2) deliver to the Purchaser transfers of:«

(i) the Participating [nterest duly exeduted by the Vendor, and procure that

such is delivered by the Legal

Owners in the event that the legal

ownership of the Participating Intgrest shall not buve transferred to the

Jjite favour of the Purchaser; and

Vendor by the time of Completion

(idy such waivers, consents or documerits which may be required by Kazalh
taw and regulation to vest in the Hurchaser the full legal and beneficial
ownership of NBC and to enable the Purchaser to procure that NBC be

re-registered in the name of the Purchaser.

11

h respoct of any antccedent breach or

UL
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6.3

7.1

7.11

7.2

721

72.2

CANARGO TE

THYS

)] procure the transaction of the following business w0 the Purchasor's satisfaction al a
duly convened and quorate meeting of the ﬂsnicipants of NBC:-

(» approval of the re-registration of NBC in the name of the Purchaser,

(ii) appointment of such directors of| NBC as the Purchaser may nominate;

and

(iil) revocation of all cxisting ban¥

mandates .and instructions for the

operation of bank accounts and the issue of new bank mandates and
 instructions giving authority to pefsons nominated by the Purchaser.

(c) deliver to the Purchaser a duly executed Po
to undertake the business of NBC and td
Purchaser,

and shall deliver to the Purchaser duly signed minute;

Purchaser's obligations

of Atlorney enabling the Purchaser
re-register NBC in the name of the

of all such meetings.

At Completion the Purchaser shall, subject to satisfaction by Vendor of the Yendor's

obligations under Clause 6.2:-

{a) procure that TPL credits the Consideration Shares as paid up in full; and

&) notify the Escrow Agents that they arc irrevocably authorised to release to the
Vendor (or its nominee) the Initiel Considetation and to trapsfer 10 the Vendor (or

its nominee) the Consideration Shares.
WARRANTIES
Warraaties

The Vendor warrants and represents to the Purchaser
accurate.

Each of the Warranties set out in Schedule 3 shall be
be limited by reference to any other Warranty,

Repetition of Warrantles

The Warranties shall be deemed to be given at the
deemed 10 bc repeated on the Completion Date wit
(save that references to any fact or matler existing, odf
the date of this Agreement shall be construed as refers

that each of the Warranties ig true and

separate and independent and shalf not

date of this Agreement and shall be
h reference to the facts thon existing
curring or having occurred at or before
nees to at or before Completion).

. The Vendor undertakes to the Purchaser that, upo

any of them becoming aware of the

actual, impending or threatened occurrence of any event afier the date of this Agreement,

both before and aftar Completion, which might reasonably be expected to vause or constitute
a breach of any of the Warranties (whether when repqared at Completion or otherwisc), they

.will promptly give written notice thereof to the

ralovant ovent as they than have.

12

or together with such details of the

1615
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8.1

322

8.3

84

85

8.6

8.7

GENERAL

Announcements

CANARGG TETHYS

No party to this Agreement shall issue any public document containing, or make any public

statement containing or otherwise disclose to any

person who is not a party to this

Agreement. information which relates to or is connmected with or arises out of this

Agreement or the matters contained in it, without

the prior written consent of the other

parties (such consent not to be unreasonsbly withheld or delayed) as to its content and the
manner, timing and extent of its publication, except if required by any cowrt legal or

reguiatory authority or stock exchange competent to
law or regulation.

Assignment

require the same; or by any applicable

Subject to Clause 8.2.2, no party shall without the ptior written consent of all other parties
assign, transfer or otherwise delegate (in whole or in part) the benefit of this Agreement or

any of its rights or obligations under it.

TPL and the Purchaser shall each be entitled to assiggu or transfer their respective rights or
obligations under this Agrecment to a wholly owned subsidiary of the Tethys Group.

Entire Agreement

This Agreoment constitutes the entire agreement bgtween the parties in connection with
NBC and supersedes and extinguishes any prigr drafts, agrocments, undertakings,
understandings,, representations, warranties and arrdngements of any nature whatsoever,

matter of this Agreement.
No Reliance .

" whether or not in writing between the parties to this Agreement in relation to the subject

Bach of the parties acknowledges and confirms that itjhas not entered into this Agreement in
reliance on any representation, warranty or other undertaking not fully reflected in this
Apreernent and any warranty, condition or other undT'mking implied at law or by custom is

expressly excluded.
Waiver

Without limiting the generality of the foregoing,

each of the parties irrevocably and

unconditionally waives any right or remedy it may have to claim damages or to rescind this
Agreement by reason of any misrepresentation (other than a fraudulent misrepresentation)
having been made to it by any person (whether party tp this Agreement or 50t) and on which

it has relied in entering into this Agreement.

Liabilily for fraud

Nothing in this Agreement operates to exclude any liability or remedy for fraud.

Continuing obligations

Wotwithstanding Completion each and every right angd obligation of the Purchaser and the

Vendor under this Agreement shall, except in so i

continee in Yull foree and effect.

e

as fully performed st Completion,

@ois
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Continuing effect or force of provisons

Any provision of this Agreement which 8 expres
continue in force after, any event referred 1o in this
the case may be, continue in force, afier that everd.

Amendments

No amendment or variation of this Agreement shall
signed by or on behalf of each of the parties. Sul
instruments in the same form each executed by or o
References in this Agreement to documents "in the s
be construed as references o such documents as so an
Waivers and remedies

The rights of each party under this Agreement:-

() may be exercised as often as necessary,

CANARGO TETHYS

or intended to have effect on, or to
greement shall bave such effoct, or, ns

be effective unless it is in writing and

bh instrument may consist of several

h behalf of one or more of the parties.

igreed form" shall, where appropriate,
nended.

(b} - are cuinulative and not exclusive of rights jnder the general lew; and
cdl *

{c) may be waived only in writing and specifi

Delay in exercising or non-exercise of any right unde;
right.

Completion

—_—

Y.

- this Agreement is nol a waiver of that

The rights of the Purchaser in respect of a breach oflany provisica of this Agreement shall

not be affected by Completion.

Agreemoent binding on successors

successor and, unless the context otherwise requires,

forences 1o the Vendor shall include

This Agreement shall be binding on the Vendor and H:'Ifxer:m;or, personal representative and

references to such executor, personal reprasentative

Apreement binding on assighces

d successor.

This Agreement shall be binding on, and shall continue for the benefit, of any person to
whom any right and/or obligation is validly assigned dr transferred pursuant to Clause 8.2.

Paymeni of costs, Josscs and expenses

Each party shall pay its own costs, charges and expenses in relation to the negotiation,
preparation, execution and implementation of this Ageement.

Rights of Third Parties

A person who is not a party to this Agreement has ng rights under the Contracts (Rights of

‘Third Parties) Act 1099 to enforce, or to enjoy the

nefit of, any tenn of this Agreement

but thig does not affect any right or remedy of a third ?any which exists or is available spart

from that Act.

14
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EXECUTED and DELIVERED on the date first written: above

COUNTERPARTS
This Agreement may be entered into in any numbet of counterparts and by the partics op
different counterparts, but shall not be effective until each party has executed at Jeast one

counterpart. Each counterpart shall consttute an ¢riginal of this Agreemcnt but all the
counterparts shall together constitute one and the same agreement.

GOVERNING LAW AND JURISDICTION
Governing Law

This Agreement shall be governed by and construed ih accordance with the law of England.

Jurisdiction

The parties to this Agreement submit to the non-exclusive jurisdiction of the Courts of

:

Couris of England as regards any claim, dispute or puatter arising out of or in connection
with this Agreement or its implementation and effect.

16




16705 2007 18:17 FAX +442077301138

CANARGD TETHYS

SCHEDULES

SCHEDULE 1

Geological Lease

Issued to the Limited Liability Company "Nursat-Bauyr and K" for the right of subsoil use [or
prospecting and production of hydrocarbon muaterials witliin the following blocks: XXXU-30;
XXXI-30, 31; XXXIV-29-A (partially), B (partially), C (martially), F (partially), 30-A, B, C, D
(partially), E, F, 31; XXXV-30-A (partially), B (partially), C, H (partially), F (partially), 31.

The geological lease is located in Kyzylorda region.

The borders of the geological lease are indicated by the sahent

points from | up to 6 an cartogram.

Salient Points (i) Coordigates of sulient points
Northern Latitude Eastcrn Longitude
I 44° 0o' a0 61°25' 25"
2 44° 38' 12" 60° 36' 157
3 44038 12 §1° 00' 00"
4 450 20' 60" 61¢ 00" 00"
3 45°20000" 62° 00' 00"
6 i 44° 00" 00" 62° 00' 00"
Note: From the point 1 up 1o the point 2 the contract territory passes along stae bord& of Kazakhstan

with Uzbekistan.

The arca of the geological lease — 11 316 (eleven thousand

The depth of the lease — up to the base.

17

hundred sixteen) square Kilometres.

6o
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SCHEDULE 2

Revised Minimum Work Programme

Year Amount Detaily

2007 £70,000 Seismicire-interpretation and mapping

2008 $3,187,500 Seismic| acquisition, drilling and testing of 2
exploration wells 1,000-2,000 metres

2009 $3,382,500 | Drilling] of 1 2dditional exploration well, re-
entering and testing of one well, seismic,
facilities

2010 $1,600,000 Ccmp]e#jon of test production, cengiuction of
commergial production facilities

Total $8,440,000

fgoz21
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SCHEDULE 3

Warrunties

The information set out in the recitals and Schedule
matter which renders any of such infonnation untrue,

There is no option. right of pre-emption (cxcept th
acquire, redeem or convert or Encumbrance on, over
Interest) and neither the Vendor or the NBC have
foregoing and, so far as the Vendor is aware, no pers
the foregoing.

CANARGO TETRYS

1 is true and accurate and there is no
inacourate, incomplete or misleading.

> State's rights), right or obligation o
or affecting NBC (or any Participating

agreed to give or create any of the
on has claimed to be entitled to any of

The Participating Interest comprises all the Partigipating Intercst in NBC and all the
Participating Interest and charter capital of NBC are fully paid or are credited as fully paid.

NBC is duly incorporated, vulidly existing and in
country of incorporation.

good standing under the laws of its

‘Vendor is the beneficial holder of and

The Lepal Owners are the registered holders and the
is entitled to sell and transfer (or to procure the sal

and transfer) 1o the Purchaser the full

legal and beneficial ownership of the Participating Interest free from all Encumbrances on

the terms of this Agreement.

There are 1o labilities (actual or contingent) which g currently outstanding on the part of

NBC. Without prejudice to the foregoing gencral
Hahilities in the natare of indebtedness.

The execution of this Agreement by the Vendor

NBC has no barrowings or other

does not (a) materially breach any

instrument, document or contract to which the Vendof is bound; or (b) materially breach any
order, judgement or decree of any court of governmental agency to which the Vendor is a

party or by which the Vendor is bound.

NBC has not since its incorporation traded or been involved in any commercial activity

other than in relation to the Exploration Contract.

NBC has no assets other than the Exploration Contracl.

There is no Encumbrance on, over or affecting the

xploratior Contract, po agreement 10

create any Encumbrance bas been made by the Vendor or NBC and no claim has been
received by the Vender or the NBC that any person is entitled to any Encumbrance.

All debts or liabilities owed by NBC 1o any of its Assgciates have been cither waived, repaid

or capitalised.

NBC is not currently engaged in and has not at any time been engaged in any litigation or

arbitration proceedings, there ere no litigation

arbitration procecdings pending or

threatened by or against the NBC and, so far as the endor i3 aware, there is no matter or
fact in existence which is ressonably likely to give ris¢ to the seme.

NBC is not insolvent, or unsble to pay its debts or h
due.

1%

stopped paying its debts as they fall
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22

23

24

25

26

NBC has only minimal finance and administration

NBC has conducted its business in all material respdcts in accordance with applicable laws
and regulations of the Republic of Kazakhstan and there is no order, decree or judgment of
any court or any governmental agency of the Republic of Kazakhastan outstanding apainst
NBC.

"NBC is the sole contractor pursuant to the Exploratiop Contract.

Subject to the provisions of the Exploretion Contract) no mortgage, charge (whether fixed or
floating), pledge, lien, encumbrance or cther sccurity or net profit or royalty interest is in
existence and in force over the Contract Area nor, subject as aforesaid, is there in effect any
agreement or commitment to creats the same.

NBC has not committed any wmaterial breach of the Exploration Contract and has not
received notice that any of the parties to the Exploration Contract is in breach thereof, which
breach, at the date of making this statement, is of a material nature and is subsisting,

The Exploration Contract and afl rights and interests of NBC thereunder or deriving
therefrom are in full force and effect. So far as the Vendor is aware, no act or omission of
the Vendor or NBC has occurred which would entitle the MEMR to revoke the Exploration
Contract and no notice has been given 1o NBC by the MEMR of any intention to revoke the

Exploration Contract,

As for as the Vendor is aware, the Expleration Contract, in so far as it relates to the Contract
Ares, is nol in the course of being surrendered in whole or in part.

. All accrued obligations and liabilities imposed by the Exploration Contract, inciuding the

work obligations arising from the Exploration Contract, heve been duly fulfilled and
discharged and there is no ouistanding work obligatidn to be fulfilled under the Exploration
Contract. :

S0 far as the Vendor is aware, the Exploration Contrapt is the only document which governs
or relates to the creation, existence and validity of the Interests and is the only material
agreement to which the Vendor and NBC are a party reiating to the Conteact Ares.

The Exploration Contracl has not been amended or Yaried, since it was entered into on 138
November 2004.

As far as the Vendor is aware, no force majeare event has been declared by either parties to
the Exploration Contract.

As far as the Vendor is aware, there hac been no major health, safety or environmental
incident that would matedially afTecr the value of NBC|

and have paid the initia]l Historical Costs and paid the US$450,000 Signature Bonus [(as

NBC have purchased the required geological data p:Fkaga in respect of the Contract Area
such terms are defined in the Exploration Contract}] in respect of the Exploration Contract,

iy

Zo
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4.2.4
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Where:

x C] Recoverable Gas Reserves in cubic metres

1,000,000,000

il

y

In the event that a. Commercial Discovery is declared (or deemed to be declared) without C1
Kecoverable Gas Reserves being approved by the MEMR, NBC shall 2ppoint an
independent reserve auditor acceptable to the Vendor to calculate the C1 Recoverable Gas
Reserves according to the principles of the Russian Reserve reporting and these will be
deamed lo be the "Approved Reserves" for the purposes of the calculation of any Bonus
Payments due pursuant (o this Clause 4.2.2. In the event of any disagreement between NBC
and the Veador in relation to the appointment of] the independent reserve auditor, the
independent reserve auditor shall be appointed By the Chainman of the Instiute of
Petrolewm. The decision of the independent reserve auditor, who shall 2ct as expert and not
as arbiter, shall be final and binding and his costs shall be met by NBC.

For the avoidance of doubt, in the event that there has been any payment to the Vendor (or
its nominee) pursuant to Clause 4.2.1 in respect of a First Commercial Discovery, the
Veador (or its nominoe) shall not be entitled to further payment pursuant to this Clause 4.2.2
in respect of the same C1 Recoverable Cas Reserves.

In the event that the MEMR State Commission
Recoverable Gas Rescrves for a previously mad
Evaluation Period, an adjusting payment shall be m

n Reserves revises upwards the Cl
Commercial Discovery during the
e by the Purchager to the Vendor (or

its nominee) (the "Adjustment Payment"). The sggrepats amount of the Adjustment

Payment payable to the Vendor shall be calculated on

the basis of the following formula:-

Acﬁucbnent Payment (US$) = 1,000,000 X ¥
y

Whero:-

w = The difference betwesn the revised C1 Recoverable Gas Reserves figwre in cubic
metres specified by the MEMR State Commission on Reserves, and the Cl
Recoverable Gas Reserves in cubic metres usad in the calculation of the Additional
Consideration or Bopus Payments due to the|Vendar pursuant to Clauses 4.2.1 or
4.2.2 respectively

y = 1,000,000,000

Tor the avoidance of doubt, any Adjustment Payment payable pursuant to this Clause 4.2.3

cannot be negative and if it is less than US$100,000 shall be deemed immaterial and.

accordingly the Purchaser shall have no obligation pussuant to this Clause 4.2.3 to make any
payment to the Vendor.

In the event that the Commercial Discovery is of Ofl or contains recoverable Oil and Cl
Ruserves are atiributed by NBC, such Oil reserves shall be converted into gas cquivalent
based on the following formula (calculated based on| prices for the period of 30 Business
Days mmediately preceding the Trigger Date):-

ERGP
ERORP

Equivalent Gas Reserves =z X

Al

@ull
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{c) subject to TPL being able to comply in a1l respects with the provisions of the
appropriate Guernsey legislation, the THL articles of association (the "TPL
Articles") or otherwise, the board of directors of TPL shall serve notice pursuant
to the TPL Articles requiring the Consideration Shares to be paid up in full within

5 Business Days of the Longstop Date aj
Shares remain unpaid by the date falling 14

d in the event that the Consideration
clear days from the date of such notice

the Consideration Shares will be duly forfeited pursuant to a resolution of the

board of directors of TPL.
Further Conslderation
Additional Consideration

In addition to the Initial Consideration, on the occurr
Purchaser shall pay to the Vendor (or its nominee fro

{a) US%1,000,000 in aggrepate payable in cash;

ce of First Commercial Discovery the
time 10 time):-

and

(b) US51,000,000 for each billion cubic metre of C1 Recoverable Gas Reserves
declared by NBC in the deciaration of Commercial Discovery and approved by the

MEMR State Commission on Reserves,
following farmula:

Additional Considerarion (US$) = 1,000,000 X
>

Where:-

it

x 'C1 Recoverable Gas Reserves in cubic metres

1,000,000,000

In the event that a Commercial Discovery is declared

caleulated in accordance with the

{or deemed to be declared) without C)

Recoverable Gas Reserves being approved by

independent reserve auditor acceptable to the Vendot to calculate the C1 Recoverable Gas

Reserves according to the principles of the Russi

Reserve reporting and these will be

deemed ta be the "Approved Reserves™ for the purposes of the calenlation of the Additional
Consideration pursusnt to this Clause 4.2.1. In the ovent of any disagreement between NBC
and the Vendor in relation to the appeintment of ithe independent reserve auditor, the
independent reserve auditor shall be eppointed the Chaimman of the Institute of

Petroloum. The decision of the independent reserve
as arbiter, shall be final and binding and his costs shal

Bonus Payments

ditor, who shall act as expert and not
be met by NBC,

In addition to the Initial Consideration and Additional Consideration, on the occurrence of
subsecquent Commercial Discoveries the Purchaser SEB pay to the Vendor (or its nominee

from time to time} US$1,000,000 for each billion
Rescrves declared by NBC in the declaration of Com

MEMR Stare Commission on Reserves, calculated

formula:-

Bonus Payment (USS) = 1,000,000 X =
¥

?

I T PP ]

ubjc metre of C1 Recoverable Gas
ercial Digcovery and approved by the
in sccordance with the following

LD

¢ MEMR, NBC shall appoint an

WYLy






