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LICENCE NO. P.254

Petroleum (Production) Act 1934

Continental Shelf Act 1964

THE SECRETARY OF STATE FOR ENERGY
" and

UNOCAL EXPLORATION AND PRODUCTION COMPANY (UK) LIMITED
| SKELLY OIL EXPLORATION (UK) LIMITED
TENNECO GREAT BRI®AIN LIMITED
THE NORWEGIAN OIL COMPANY D.W.0. (U.K.) LIMITED

LICENCE
to

Search and bore for and get petroleum

in Block Nos. 9/12 and 21/16

ey prme—
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'ff THIS LICENCE made the Fuwyfday of 'jbvﬁa 1977 between
. THE SECRETARY OF STATE FOR ENERGY (hereinafter referred to ¢
‘;i"the Minister") for and on behalf of Her Majesty of the one
Ad_UNOCAL EXPLORATION AND‘PRODUCTION COMPANY (UK) LIMITED, whos
if e llregistered_office'ie at 32 Cadbury Road¢ Sunburyson—Thames,‘
f\;“\\g;ydddlesex TWjX'?LU;  SKELLY OIL’EXPLORATION (UK) LIMITED whc
registered office is at 35 Basinghall Street, London, EC2V °©
A?rx\f ; ' o TFNNECOiGR”AT BRITAIN LIMITED, whose registered effice is at
L f\f\\\fr}\;;\i °°raeants Inn, Fleet otreet London, ECMY 1LP, and THE
._-E o NORWEGIAN 0T ~QQMPANY ‘D.N.O. (U.X.) LIMITED, whose registere

offlce is at 1-Seraeants Innj<racen. Q+reet London; Q&X\i]
(herelnafter collectlvely referred to as "the Lieangee! ). of

the other part WITNESSETH as foliSW§‘>\\

—

. . - . ’ \\\ ,
Incorpor- . A, Clause 1, clauses 5 to 8, 12 to 24, 26 to %0 and 32 to ™
ation of

~ clauses = of the model clauses for production licences in seaward arec

- set out in.Schedule 5 to the Petroleum (Production) Regulati
1976 (S.I. 1976 No. 1129) shall be incorporated herein and s
have effectlasdif herein set out at length subject to the

" following medifications:—

(a) in paragraph (1) of clause 1, the definitions of
"appropriate percentage", 'chargeable period", "inift
term", "second term" and "third term" shall be omitt

(b) 1in clause 5, - |
(i) in‘paragraph (1), for the words "the second tei

there shall be substituted the words "the term
stipulated in clause C of this licence ending c

15th March- 1978",
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(i1)

(iii)

(iv)

the surrender ‘date";

in paragraph (2), for sub-paragraph (a) there

shall te substituted the'following:~

'”(a) describe the surrendered part which together

with any area previously surrendered in
accordance with clause 6 hereof or
surrendered in accordance with clause 4

of the model clauses as incorporated in
}Productlon Licence P. 242 complies with
.clause 7 hereof and shall be not 1e°c than
one. half of the number of sections conta1n~
.ed in tne area orlgwnally comnrlééapln the
said Productlon Licence P.242.W .A
in paragraph (2), sub-paragraph (b)k;for the
words "the second term", there shall be sub-
stitufed the words "the term stipulated in
clause C:of this licence’’ ending 6n the 15.Narch
197¢;"and

in paragraph (4), for the words "thirty'years
néxt éftef the second surrender date (herein-

after called "the third term")", there shall be

subotltuted the words "forty years next after

£

in paragraph (1) of clause 6,-for the words "initial

‘term", there shall be substituted the words "the term

. stipulated in clause C of this licence";

in clause 7, -

(1)

"either of the last two"; and

in paragraph (1), for the words "any of the last

three", there shall be substituted the words
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(e)

1

(£)

(&)

(ii)

(ii) in paragraph (2), for the words "three fore-
going clauses", there shall be substituted
the words "two foregoing clauses";

in paragraph (1) of clause 8, -

(i)  in sub-paragraph (a), for the numbers and word
"9 and 10" there shall be subsfituted fhe

letters and word "D and E"; and

(ii)  in sub-paragraph (b), for the number "11"

'~fhefe shall be substituted the letter "F"

in Clause 13, for paragraph (Z) there shall be sub-
stituted the following:-
"(2) The guantities of petroleun stated in such

accounts may exclude any water separated from the

‘ietroleum and shall be expressed -

A\

(a) in the case of petroleum -in the form of gas,
as volumes in cubic metres measured at, or
calculated as if measured at, a temperature

—‘of d degrees centigrade and a pressure of
one kilogramme force per'square centimetre;

(b) in any other case as weights in metric tons.";

in ClauseA14:-

(i) paragraphs (1) and (2) shall be omitted

in paragraph (3), for the words "at any time",

-.-there .shall be substituted the words "during

the term or further term hereby granted"

' (iii)  in sub-paragraph (c) of paragraph (3), for the
ia (@) [&] k]

words "third term of this.licence" there shall

be substituted the words "said term and begin



after the expiration of the term first menticn-
ed in Clause.C of this Licence"; and

(h)  in sub-paragraph (a) of Clause 33 delete "25(3) and".

“Rieht to B. In consideration of the payments and royalties hereinafter
search and ) C i
. bore for provided and the performance and observance by the Licensee of
. ~and get s s . .
| Detrgleum all the terms and conditions hereof, the Minister, in exercise

]

v of the powers conferred upon him by the Act of 1934 and the Act
3 | of 1964, hereby grants to the Licensee EXCLUSIVE LICENCE AND
LIBERTY during the continuance of this Licence and subject to
the provisions hereof to search and %ore for, and get, petrol;
eum in the sea bed and subsoil under the seaward area comprising
an area of 4%2.9 square kilometres more particularly described
in Schedule 1 to this Licence being the area comprising Blocks
i - No. 9/12, 21/16 on the reference map deposited at the principal

office of the Department_of Energy:

Provided that nqthing ih this Licence shall affect the right of
the Minister to grant a hethane drainage licence in'fespect of
the whole or any part of the licensed areé or affect the ex-
efcise of any rights so granted.

.Term of C. " This licence unless sooner determined under any of the

‘licence
: provisions hereof shall be and continue in force for the term

commencing on the date hereof and ending on 15th March 1978;
~but if the terms and conditions hereof are duly performed and
~—-observed it may be continued for a further term of forty years

as hereinafter provided.



Royalty
payments

D. (1) Subject to paragraphs (2) to (4) of this clause the

Licensee shall pay to the Minister, in respect of each half

‘year in which this licence is in force (hereafter in this clause

and in clause E of this licence referred to as a '"chargeable

period"), a royalty of an amount equal to 124 per cent of the

value of the petroleum relating to that period.

(2) The Licensee shall not be required to make a payment

in pursuance of paragraph (1) of this clause in respect 6f a

Achérgeable period if he is required by virtue of clause F of

this Licence to deliver to the Minister all the royalty
petroleum for that period.

(%) The Licensee shall not be required td make a payment
in pursuance of paragraph (1) of this clause in respect of
a chargeable period if he is‘required by virtue of cléuse F of
this licence to deliver to the Minister some but not all of
the royalty petroleum for that period; but in respect of that
period the Licensee shall, sﬁbject to pafagraph (4) of this
clause, pay to fhe Minister a royalty'of an amount determined

in accordance with the formula -

A(123 — B)
100 — B

where A is the value of the petroleum relating to that period'
and B is the number of per cent in the percentage which the

royalty petroleum required to be delivered to the Minister in
that period is of the petroleum won and saved in the licensed

area in that period.



(#) Where in a chargeable period in respect of which,
apaft from this paragraph, royalty is payable in pursuance of
paragraph (3) of this clause, the petroleum won and saved in

the licensed area includes both petroleum in the form of gas

" and petroleum in other forms, that paragraph shall have effect -

(a) in relation to the petroleum in the form of £as,
as if references to petroleum in the provisions
of that paragraph reiating to the meaning of
A and B-excluded petroleun in other forms; énd

(b) in reiation to the petroleum in other forms, as
if those references excluded petroleun in the

form of gas;

and in such a case the value of the petroleum relating to that
period shall be apportioned between the petroleum in the form

of gas and the petroleum in other forms in such manner as the

Minister and the Licensee may agree.

(5) For the purposes of this clause and clause E of this
licence the value of the petroleuﬁ reléting to a chargeable period
is, subject to paragraph (6) of this clause, the total of the
amounts which, if the words "one-half of" were omitted from

parégraph (b) of subsection (#4) and paragraph (&) of subsection

v
“(5) of section 2 of the 0il Taxation Act 1975, would in pursuance

of paragraph (a) of the said subsection (4) fall to be taken into
account in relation to that period in respect of the persons who

by reference to this licence are or are treated as participators

for the purposes of those subsections, reduced by -
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- (a) _‘the total of the marﬁet values which would in
.pursuance of the said pafagraph (b) fall to be
»faken into accouht as aforesaid; and
(b) a sum ascertained in pursuance of paragraph (7)
of this clause in respect of the cost of con-
véyiné and treating petroleum.
(6) Thé value thch, in pursuance of paragraph (5) of this

clause, is the value of the petroleum relating to a chargeable

.period shall be increased by -

(a) the amount of.the price received or receivable
| for any petroieum consisting of gas won and

saved in‘the licensed area in that period which
is sold to the British Gas Corporation in that
peribd underfa—contract made before the end of
June 1975; énd

(b) an amount equal to the value, as determined for

~the purposesiof income'tax or the charge of

corporation tax on income, of so much of the

petroleun won and saved in the licensed area

as falls within section 10(1)(b) of the 0il

Taxafion Act 1975 and was in that period

'dispdsediof or relevantly appropriated (within

- the meaning of Part I of that Act) by the

persons mentioned in the said paragraph (5).

- (7) The Minister may from time to time by notice in

writing given to. the Licensee, determine the mode of ascertaining

- any sum for the purposes of sub-paragraph (b) of paragraph (5)

of this clause;. but



(a) the Minister shall not givé'a notice in
'pursuahce of'fhis raragraph unless he has
consulted persons appearing to him to be
représentafive of the holders of petroleum
production licences about the terms of the
‘notice; and

(b) any dispute between the Minister and the
Licensee as to the amount of such a sum shall,
in default 6f agreement before the expiration
of fourteen months beginning with the last
day of the\chargeable period to which the
sun relates and subject tc sub-paragraph (c)
of this paragraph, be determined by the
Minister; and

(c) the Licensee may, during the period of 28 days
begiﬁning with the day.oﬁ which he receives
from the Minister particulars of a determination
in pursuance of sub-paragraph (b) of this para-
graph; refer to arbitration in the manner
-provided by clause 41 of this licence any
question as to whether the determinétion is in

. accordance with the :elevant notice given to
~~the Licensee in pursuance -of this paragraph.
(8) 1In this clause "royalty petroleum", in relation to a
chargeable period, means the petroleum which by virtue of clause
 of this licence the Minister is entitled to require the Licensee

to deliver to him in that period.

by

-



Provisions

'supplement-
-ary -to
.Clause D.

(9) TFor the purpose of this clause and of clause E of
this licence the periods between_the date of commencement\of
the term hereby granted and the beginning of the first half
year thereafter and between the date of determination of the
said term and the end of the half year immediateiy preceding

shall be deemed to be chargeable periods.

E. (1) The Licensee shall, withiﬁ two months after the end
of each cﬁargéable period, deliver to the Minister, in such
fdrm as the Minister may specify, a statement of -
_(a) the quantity of petroleum won and saved in
licensed area'ih that period;
(b) the quantity of that petroleum delivered to
the Minister:in that period in pursuance of
clause F of fhis licence;
(¢c) the amounts of the prices and market values
which‘are reﬁuired by paragraph 2 of Schedule 2
to the 0il Taxation Act 1975 to be stated in
the returns made for that period in pursuance
~ of that paragraph in consequence of this licenceg'
(&)  the amount mentioned in clause D(6)(a) of this
licence;) and |
(e) the amount which the Licensee estimates will,
as respects that period, be the amount of the

sum mentioned in clause D(5)(b) of this licence.

-+ +(2) The Licensee shall, when he delivers a statement to the

Minister in pursuance of paragraph (1) of this clause for a
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chargeable period in respect bf which royalty is payable in
pursuance of clause D(1) of fhis licence, make to the Minister
a payment on account of royalty for that period equal to one--
eighth of the sum produced by aggregating the amounts which in
pursuance of sub-paragraphs (c) and (d) of paragraph (1) of
this clause are specified in the statement and reducing the
aggregate by the amount so specified in pursuance of sub-
paragraph. (e) of that paragréph and by the amount which, by
virtue of paragraph 2(2)(a) (ii) of Schedule 2 to the said Act
of 1975, was specified in the stafement delivered to the
Minister in pursuance of the said paragraph (1) in respect of
the preceding chargeable period; but the licensee may reduce
the amount of the payment by the amount of any deduction from
it authorised by paragraph 2 of Schedule 2 to this licence.
(3) The licensee shall, when he delivers a statement to
the Minister in pursuance of paragraph (4) of this clause for
a chargeable period in respect of which royalty is payable in
pursuance of clause ﬁ(B) or (4) of this licence, make to the
Minister a payment on account of royalty for that period equal
to the amount which would be so payable for that period if the
royalty so payable for that period fell to be determined by

“reference to the amounts specified in the statemernt and the

)
amount which, by virtue of paragraph 2(2)(d)(ii) of Schedule 2

‘to the Oil Taxation Act 1975, was specified in the statement

" delivered to the Minister in pursuance of paragraph (1) of

this clause in respect of the preceding chargeable period;

but the licensee may reduce the amount of the payment as

" mentioned in paragzraph (2) of this clause.
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) (4) The Minister shall make to the Licensee payments equal
to the amounts by which, in consequence of paragraphs (2) to (&)
of clause D of this licence; the deducﬁions which the ILicensee
was entitled to make in pursuance of paragraph 2 of Schedule 2
to this licence fall short of the deductions which the Licensee
would have been so entitled to make if royalty were-only bayable
in pursuance of paragraph (1) of that clause and paragraph (2)

of it were omitted;' and payments by the Minister in pursuance

: of this paragraph shall be made as soon as the amcunts of the

relevant deductions have been determined.

(5) The Ministér may from time to time, after a statement
in respect of any chargeable period has been delivered to him
in pursuance of paragraph (1). of this clause and before he has
given to the Licensee a notice in pursuance of paragraph (6) of
this clause in respect of that period, give a notice in writing
to the Licensee speéifying the amount which the Minister
estimates is payable by the Licensee in pursuance of clause D
of this licence in reépect of that period; and where the amount

specified in the notice is larger or-smaller than the ‘total

amount already paid by the Licensee in pursuance of this clause

in.respect of that period, then -
(a) if it is larger the difference shall be paid forth—
.with by‘Ehe Licensee to the Minister; and
(b) if it is smaller the difference shall be paid
forthwith by the Minister to the Licensee.
_(6) When it appears to the Minister that the value of

the petroleum relating to any chargeable périod has been
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finally4determined for tax purposes, he may give to the Licensce
a notice in writing specifying the amount which the Minister
considers is payable by.the Licehsee in pursuance of clause D
of this licence in respect of thaf period; and where the
‘amount specified in the notice is larger or smaller than the
total amount already paid by fhe Licensee in pursuance of this
clause in respect of that period, then, subject to paragraph (8)
of this clause - ,
(a) if it is larger the difference shall be paid
forthwith by the Ligensee'to the Miﬁister; and
(b) if it is smaller thé difference shall be paid
forthwith by the Minister to the Licensee.
(7) 1If after the date Qhen the Minister gave notice to
the Licensee in pursuance of paragraph (6) of this clause or
this paragraph in respect of a chargeable period it appears
to the Minister, in conseQuehce of a relevant assessment or
determination made after that date which relates directly or
indirectly to the value of petroleum by reference to which the
amount specified in the notice was determined, that another
-amount ought to have been so specified, he may give notice in
- writing to the Licensee specifying the other amount; and
““where he does so, then, subject to paragraph (8) of this claﬁse -
(a) if the othe;\ambunt is larger than the amount
'specified in the previous notice the difference
“shall be paid forthwith by the Licensee to the
Minister; and |
(b) if it is smaller the difference shall be paid |

forthwith by the Minister to the Licensee.

/



(8) A decision made by the Minister for the purposes of
paragraph (5), (6), or (7) of this clause shall not be called
in question by the Licensee except that any dispute between‘
the Minister and the Licensee as to whether an amount specified
in a notice given in pursuance of the said paragraph (6) or (7)
is bayable by virtue of clause D of this licence may be referred .
to arbitration in the manner pfovided by clause 41 of this
licence; -'and on a reference'to arbitration in pursuance of this
paragraph any relevant assessment or determination for the
time being in force shall be binding on the Minister and the
Licensee so far as the assessment or determination relates
directly or indirectly to the value of petroleum relating to
the chargeable period im queétion.

(9) When any paymnent félls to be made by the.Licensee
or the Minister in pursuance of paragrarh (5), (6), or (7) of
this clause, an amount in reépect of interest on the paynment
shall also be payable by him to the recipient of the payment
and that amount shall be calculated in such manner as the

Minister may specify from time to time in a notice in writing

‘given by him to the Licensee; but

(a) a notice in pursuance of this paragraph shall
provide for amounts by way of interest. to be |
~calculated by applying a rate of interest
which is for the time being a cdmmercial
rate of interest; and

(v) ény'sﬁch amount in respect of interest shall
be disregarded in calculating for the purposes'

of the said paragraph (5) or (6) any amount



'Deliveries
rof petrol-
eum in

| place of
~royalties

already paid by the Licensee in pursuance of
this clause.

(10) 1In this clause "relevant assessment or determination"
means an assessment or determination made by the Commiesioners
of Inland Revenue for the purpose of petroleum revenue tax,
incoﬁe tax or the charge of corporation tax on income or a
determination made in proceedings arising out of such an

assessment or determination made by the said Commissioners.

F. (1) If during the term of this licence the Minister

serves on the Iicensee a notice in writing in accordance with
the following provisions of this clause requiring the Licensee
to deliver to the Minister part of the petroleum won and saved

by the Licensee in the licensed area, the Licensee shall comply

with the notice.

(2) Where the Minister proposes to serve a notice on the
Licensee in pursuance of paragraph (1) of this clause, he shall
before doing so - |

(a) give the Licensee a copy of the proposed notice
and an opportunity of making representations
to the Minister about it; and
(b) consider any representations then made to
.him by the Licensee about the provosed notice;
and the Minister shall, in deciding upon the terms of the actual
notice, have regard to the desirability of not disturbing un-
duly any arrangements made by the Licensee for transporting and

delivering petroleum won and saved from the licensed area.
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(3) Sudbject to paragraph (4) of this clause, a notice

served in pursuance of paragraph (1) of this clause -

(a)

(b)

(c)

shall specify the date on which the notice

is to come into force and may contain provisions

‘with fespect to the time when it shall cease

to be in force;

shall specify the quantity of petroleum won
and saved inlfhe licensed area during each haif
year in which the no?ice is in force which, up
to any maximum quantities specified in the
notice in pursuance of paragraph (4)(b) of

this clause, is to be delivered to the Minister
in consequence of the notice;

may relate to all petroleum so won and saved

or may be limited to and specify different
quantities of such petroleum which is of one

or more of the following kinds, namely, crude

0il of a quality or of each quality determined

in the manner specified in the notice, condensate,

" natural gas and natural gas liquids;

(a)

shall specify the place or places at which any
petroleum or kind of petroleum is to be deliver-
ed in pursuance of the notice aﬁd may contain
provisions with respect to the times at which

any quantities of -it are to be so delivered.




(4)

Such a notice -

(a)

(b)

shall not specify as the date on which it is

to come into forée a date before the expiratioﬁ
of the period of six months beginning with the
date on which the notice is served on the
Licensee but shall, if the Minister serves on
the Licensee a further notice in writing

stating that it is to cease to be in force at

a time specified in the further notice which

is not earlier than six months after the date
of service of the further nbtice, cease to be
in force at that time;

shall not specify, as the>quantity of petroleum

won and saved in any half year which is to be

'deliVered invpursuance of the notice or as the

quantity of any kind of such petroleum, a
quantity greater than 121 per cent of all the
petrbleum, or as the case may be of all the
petroleum of that kind, which is won and saved
by the Licensee in the licensed area in that

half year, but may provide that the quantities

" of the petroleum or of a kind of petroleum so

won and saved wﬁich are to be so delivered shall

not in the aggregate exceed a quantity specified

-in the notice;

shall not specify as a place at which delivery is

to be made in pursuance of the notice a place



which ié neifﬁer a well head in the licensed-
area nor a point on land at which the iicensee
normally lands petroleum of any kind from that
area.

(5) Where petroleum or petroleum of any kind is delivered

-to the Minister, otherwise than at a well head, in pursuance of

a notice served by virtue of paragraph (1) of this clause, the
Minister shall pay to the Liéensee a sum in respect of the cost
of the delivery and‘treétment of the petroleum; and clause D(7)
of this licence shall apply fof the purpose of ascertaining tﬁat
sum as if for the reference to paragraph (5)(b) of that clause

there were substituted a reference to this paragraph.

G¥ As far as reasonably practicable the Licensee shall correcté
ly label and preserve for reference for a period of six months
samples of the sea bed aﬁd of the strata encountered in any well
and samples of any petroleum or water discovered in any well in
the licensed area. The Minister or any person authorised by

him shall be entitled to require that part of any such sample

be delivered to him and to retain any sample or part thereof

so delivered, and shall be entitled to inspecf and analyse any

samples kept by the Licensee.

H. The Schedule referred to in clause 8 of the said model
clauses is for the purposes of this licence Schedule 2 here-

~

under written.

IN WITNESS whereof the Corporate Seal of the HMinister and the

Common Seals'of the Licensee have been hereunto affixed the

day and year first above written.



