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工作地點：厄瓜多－基多

報告人：會計處 王聖傑

報告日期：96年11月16日                                     

1、 工作目的
16號礦區Accounting Committee研討2007年所得稅申報資料及相關問題，17號礦區Accounting Committee 研議14號及17號礦區共有設備分割。
2、 會議內容及結論：
一、10月15日9 AM參加16號礦區討論Law42，原油收入課徵盈餘從50%(2006年4月25日施行)調整至99%因應對策：
     會議重點如下：

     Law 42法案內容已有最少50%之字眼“at least 50%”
     Law 42 99% 不追朔既往

     Law 42對於16號及17號礦區計算基準（1997及2000年油價基準不同）

       Blk 16 Base Price $20.69/bbl Inflation Adjusted (Sept 2007)$ 25.37/bbl, signing of the PSC – 1997 

Blk 17 Base Price $25.11/bbl Inflation Adjusted(Sept 2007)$  30.79/bbl ,signing of the PSC– 2000
分析PSC(Production Sharing Contract)及Service Contract差異

大幅刪減2008資本支出計畫並重新評估鑽井計劃
探討如何採取對於regarding Law 42, Transportation Tariff and Law 20國際仲裁行動International Arbitration
會議紀錄如下：
     1.  Explanation of Executive Decree Modifying Law 42
· Fernando Montenegro (Blk 16 Legal )started his presentation by going over the background behind Law 42.

· He reminded the Partners that in the original text of the Law, the words “at least 50%” were included. 

· With this Executive Decree, 99% of the extraordinary income (barrels sold times the difference between the current FOB price and the price at the signing of the contract – 1997 - adjusted by the consumer price index).
· Evandro Correa (Repsol President) mentioned to the Partners that there are two important things to consider, one is the 99% itself, and the other is the fact that this Decree comes into effect only after its publication in the Official Gazzette. Until the date of this meeting, it hadn’t been published yet.

· OPIC asked if when published the Decree, its effective will be retroactive?
· Repsol answered that the Decree does not have retroactive effect, which means that until the date of publication, the split will continue to be 50/50.

· Evandro pointed out to the Partners that since the original Law 42 has never been accepted, International Arbitration is a feasible option, not only for the 99/1 split, but for the 50/50 as well.

· An explanation of the main differences between a Production Sharing Contract and a Service Contract was presented to the Partners.

· Evandro mentioned that the Government of Ecuador (GoE) is using Agip´s Service Contract (Block 10) as a reference.

· Agip gets paid “in kind”. Since the transfer of the oil is done at the vessel’s manifold, there is no VAT effect. 

· In addition, there in no marketing fee, since the company is the one who sells the oil.

· Evandro mentioned to the Partners that, in the event of changing to a Service Contract, Repsol´s position is to only accept payment “in kind” not “in cash”.

2.  Economic Analysis

· Pablo Cobo started his presentation by going over a description of the economics of a Service Contract.

· He explained the formula to calculate Gross Revenue:

IB = Q * P

Where,

IB = 
Gross Revenue

Q = 
Delivery

P =
International Crude Oil Price (Napo, Oriente) adjusted to the quality of the field by using the K factor (K=1.3)

· Pablo explained that the priority for the Gross Revenue Distribution is as follows:

1. PETROECUADOR Costs

2. Contractor's Reimbursement

3. Contractor's Fee (Service Fee)

4. Taxes

5. Government Revenue

· Pablo then continued to explain each one of the items:

· PETROECUADOR Costs:

· Transport Tariff (could be considered as a reimbursement to the Contractor)

· Marketing Fee (applies when the Contractors Revenue is “in cash” rather than “in kind”)

· PETRECUADOR personnel wages (2 members of the Contract Administration Committee)

· Law 10-20

· Law 40 (applies if SOTE is used)

· Contractor's Reimbursement includes costs and expenses. For DD&A, the following applies:

· Exploration 5 years

· Development 10 years

· Production 10 years

· If the remaining length of the Contract is less than 10 years, the amortization period equals the remaining time

· Contractor's Fee (Service Fee - TS): The payment the Contractor receives for their services is defined by the following formula:

TS = Financial Fee + Profit Fee





TS = PR(INA) + R(P-C)Q


Where,

PR = Prime Rate

INA = Unamortized Balance

R = Profit Factor

P = International Crude Oil Price adjusted by quality

C = Production Cost (includes Opex, Amortization and Transport) 

Q = Delivery Production

R = R1(Q1)+R2(Q2)+R3(Q3)+R4(Q4)+R5(Q5)+R6(Q6)

              Q1+Q2+Q3+Q4+Q5+Q6

Q’s = Oil production in barrels per day

Q1 = Until 10.000 


      R1 = 0.39

Q2 = Between 10.000 & 30.000
R2 = 0.35

Q3 = Between 30.000 & 50.000
R3 = 0.25

Q4 = Between 50.000 y 70.000
R4 = 0.15

Q5 = Between 70.000 y 100.000
R5 = 0.10




Q6 > 100.000


    
   R6 = 0.05
以上比例係1997年前16號礦區服務合約分得之比例

· Taxes: The Contractor shall only use the “Profit Fee” as the taxable income. Contractor’s reimbursement are not part of the taxable income

· Finally, Pablo presented and NPV analysis using the following scenarios:

· PSC, Law 42=0%,  Contract @ 2012

· PSC, Law 42=50%, Contract @ 2012

· PSC, Law 42=99%, Contract @ 2012

· Service Contract, R´s as per original B16 Contract, Contract @ 2012

· Service Contract, R´s as AGIP Contract, Contract @ 2012

· Service Contract, R´s as per original B16 Contract, Contract @ 2022 (with investments)

· Service Contract, R´s as AGIP Contract, Contract @ 2022 (with investments)

3. Fourth Quarter Drilling Campaign Economic Analysis

· Pablo presented the economic analysis of the five remaining wells in 2007 with the application of the Executive Decree modifying Law 42 (99/1 split):

· IRO A-41

· IRO A-44

· IRO A-36

· Daimi B-27

· Daimi B-20

· Out of the five wells, four have positive NPV (IRO A-41, IRO A-44, Daimi B-27, and Daimi B-20).

· With the application of the 99/1 split, IRO A-36 has a negative NPV. The Development Department will analyze alternatives to dill other well. 

· The five wells will be drilled with H&P 138 and 121. These rigs will be released once they have finished drilling these five wells.

4. Drilling Schedule and Production Forecast

· Robert Peñaranda presented to Partners the updated Drilling Schedule which considers the release of rig Nabors 794 after the drilling of Tivacuno B-4, H&P 138 after the drilling of IRO A-44, and H&P 121 after the drilling of Daimi B-20.

· A total of 29 well will be drilled under the new schedule.

· The new production forecast for 2007 is 63,933 bopd.

· The new production forecast for 2008 is 52,806 bopd.

· A new methodology for the calculation of the economic limit was presented to the Partners. Under this new methodology, five wells will be shut-in during 2008, and a total of seventy five until the end of the contract (Jan-2012).

· Sinochem mentioned that they were expecting to see more wells being shut-in next year.

· Repsol replied that the methodology is different from the one presented in previous meeting.

· A meeting between the technical representatives will be scheduled to discuss this issue in more detail.

5. 2008 Budget

· Given the new circumstances under which Block 16 would have to operate, Raquel Sánchez presented a reduced version of the 2008 Budget previously presented to the Partners. The new version presented was as follows:千美元
OPERATING, ADM., & TAXES


$
108,816

HYDROCARBONS LAW

       
$
280,995


FINANCIAL EXPENSES

         $
 12,697

SHARED SERVICES



      $
  3,743



CAPITAL EXPENDITURES

      
$
 20,219



TOTAL





              $
426,470

· Evandro mentioned to the Partners that the budget to be presented to the Government in the following weeks will be lower.

6. Legal Presentation

· Francisco Roldán and Javier Robalino from Perez Bustamante & Ponce (External Legal Advisors) explained to the Partners the course of action for International Arbitration regarding Law 42, Transportation Tariff and Law 20.

· Transportation Tariff: Perez Bustamante & Ponce (External Legal Advisors) recommends: 

· Repsol as Operator of Block 16 and on behalf of the Consortium should file for international ICSID arbitration under the Contract as soon as possible.

· Filing for provisional measures.

· Continue with local actions and measures as agreed on OCM (Sept 20th). 

· Law 42: Perez Bustamante & Ponce (External Legal Advisors) recommends: 

· Repsol, as Operator of Block 16 and on behalf of the Consortium, should file for international BIT (Bilateral Investment Treaties signed between Ecuador-Spain, and Ecuador-U.S.) arbitration, and notify Ecuador under the BIT as soon as possible.

· Filing for provisional measures.

· Partners agree to analyze these recommendations and give an answer as soon as possible.

The Operator presented a Wrap-Up and Conclusions slide for this Extraordinary OCM : 

· Negotiations with the Government: A briefing meeting will take place on Wednesday, October 17th at Repsol’s offices to update the Partners on talks with the Government. 

· Transportation Tariff: Perez Bustamante & Ponce (External Legal Advisors) recommends: 

· Repsol as Operator of Block 16 and on behalf of the Consortium should file for international ICSID arbitration under the Contract as soon as possible.

· Filing for provisional measures.

· Continue with local actions and measures as agreed on OCM (Sept 20th). 

· Law 42: PBP (External Legal Advisors) recommends: 

· Repsol, as Operator of Block 16 and on behalf of the Consortium, should file for international BIT (Bilateral Investment Treaties signed between Ecuador-Spain, and Ecuador-U.S.) arbitration, and notify Ecuador under the BIT as soon as possible.

· Filing for provisional measures.

· Partners will analyze these recommendations and give an answer as soon as possible.

· Road-Way Fund: Repsol proposes the Partners that if the Executive Decree, modifying Law 42 from a 50/50 split to a 99/1 split, is published, the Fund should be suspended. 

· Rigs Release: 

· Nabors 794: a 30-day termination notice has been sent (once it finishes drilling Tivacuno B-4 the rig will be released). A termination notice was also sent to Schlumberger

· H&P 138: a 90-day termination notice has been sent (to be released once it finishes drilling Iro A-44). Development Department will look into possible alternatives for Iro A-36)

· H&P 121: a 90-day termination notice has been sent (to be released once it finishes drilling Daimi B-20)

· 2008 Budget: A reduced version (no drilling is being considered) was presented to the Partners. A Ballot will be sent for approval

· Next OCM: January 30th, 2008 in Quito, Ecuador.
後續發展
On Oct 19, Repsol Email通知，厄瓜多政府正式宣佈Law 42 於10月18日施行 
I would like to inform you that today, October 18th, 2007, the Executive Decree modifying Law 42 (from a 50/50 split to a 99/1 split) has been published in the Official Gazzette.

At this time, we ask you to get back to us as soon possible with your position regarding International Arbitration as recommended by our External Legal Advisors during last OCM.   

Regarding the Road-Way Fund, we will soon give you details on the course of action.  
二、10月15日4:30 PM赴Ernst & Young討論10月17號在17號礦區開會討論14 號及17號礦區Shared Facility相關會計及稅務問題及是否邀請Ernst & Young出席。

三、10月16日9 AM赴16號礦區參加Accounting and Fiscal Committee 
     （一）VAT status 國稅局償還VAT進展
· B16 have completed VAT for 2005
· B16 have filed 2006. We expect the SRI to finish its review in 4 weeks.

· Once 2006 is completed we will file for 2007 (Jan-Oct).  
    以下圖表百萬美元為單位：
· [image: image1.png]GROSS B16
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[image: image2.png]VAT LIQUIDATION FOR 2005 (ISSUED ON SEP. 24TH 2007)
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  Income tax conciliation as of Sep/30/ 2007
2007年9月30日止，OPIC稅後盈餘約3千7百萬美元

Law42前9月以50%執行後3月以99%計算則2007年OPIC稅後盈餘約4千5百萬美元
[image: image3.png]INCOME STATEMENT / TAX RECONCILIATION

As of September 30, 2007

REPSOL MURPHY SINOCHEN OPIC [TOTAL
[HET INCOME BEFORE TAXES (MIBT) 39,75 4019 2487 58,22 163,13
[15% PROFIT SHARING TO EMPLOYEES 596 603 374 873 2447
[EARNINGS AFTER 15% EMPL. 79| 34,16 22| -49.49 138,66
[25% mcome Tax 845 854 531 1237 34,66
[HET mcome 2534 2552 1592 712 -103.99

INCOME STATEMENT {TAX RECONCILIATION _9 MONTHS 50 /503 MONTHS 89/

As of December 31, 2007 (Estimated)

REPSOL MURPHY SINOCHEN OPIC [TOTAL
[HET INCOME BEFORE TAXES (MIBT) 4480 4359 2885 7124 -188.38
[15% PROFIT SHARING TO EMPLOYEES 672 655 430 1069 826
[EARNINGS AFTER 15% EMPL. 3008 | 73| 2436 6055 160,13
[25% mcome Tax 952 928 609 15,14 40,03
IHET INCOME 2856 2785 1827 45,42 12009





(二) SRI claims for 2002 & 2003:  Contingencies, strategy against SRI resolutions國稅局2002、2003所得稅申報訴訟案
本案說明：
2006年以前，礦區所得稅申報係按各合夥公司名義申報繳稅，自2006年起則以礦區合併申報，16號礦區區分Block 16  and Tivacuno Contracts。
· 2002 SRI CLAIM
· SRI Approach:國稅局以礦區為個體審查，不按原所得申報方式審查，其審查收入及費用之標準如下：
· Issued a unique report for Block 16 and Tivacuno Contracts, rather than issuing an individual report for each legal entity part of those contracts.

· Revenues:

· Taxable revenues were determined by the SRI by applying to the fiscalized production the sales price or the PE reference price of the prior month

· Expenses:

· In general, SRI accepted only the expenses that were registered through the billing to all partners.  To this category SRI denominated “consortium expenses”.  In other words, SRI denied all expenses that were booked directly by each entity.

· Amortization of the exchange loss was also denied 

· Expenses.-  Amortization of Production investments:

SRI used different sources of information to determine the Non-Amortized Investment (NAI) subject to amortization in 2002 fiscal year:

[image: image4.png]PER IRS TAX AUDIT REPORT - YEAR 2002 B16

REPSOL opIC CRS | MURPHY | CANAM _ TOTAL
Desciiption Block 16| Block16_| Block 16 | Block16 | Block16 | Block16
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Regulations in force

Own Expenses not included in Billlings: 2398 2398

Further explanation from the IRS is required, however as discussed with the Operator

since the Partners did not report own expenses during this year, the entire amount

would be applicable for Repsol YPF only

Income Overhead (1.552) (1.552)
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· The SRI starts of a NAI as of December 31, 2000 that was obtained from the Tax Audit performed on Repsol (Operator).  SRI grossed up Repsol´s interest @ 35% to the 100%.（用經營人35%反推礦區100%）
· 2001 production investment additions were obtained from the DNH （National Hydrocarbons Office）audit report.  Of course, only additions accepted by DNH were the ones accepted for SRI purposes.
2002 Block 16 SRI擬剔除項目及金額：
· [image: image5.wmf]initial claim

proofs

resolution
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All partners will file a joint claim at Court

Canam Murphy

Sinochem

 april 15  2007

Sept. 15 2007

Oct 15 2007

2 o 3 yrs.

administrative procedure  at SRI

legal procedure  at Tax Court

SRI unifies procedures

Subtracts 2001 amortization. The SRI does not reveal exactly what was the source of the information for this item (if it was obtained from each partner, from a prior SRI audit or from the 2001 DNH audit.
Reserves & production were not an issue

SRI 2002 Tivacuno擬剔除項目及金額：
[image: image6.png]PER IRS TAX AUDIT REPORT - YEAR 2002 TIVACI
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· 2002 SRI CLAIM
· Initially we expected the SRI to proceed as follows:
          本案原期待審理流程圖示：
[image: image7.emf]NAI as of December 2000

 +  2001 additions

 - 2001 amortization

2002 NAI


· However:
· The SRI didn’t unify the individual claims.  SRI has issued individual resolutions.

· In the resolution issued to each non-operator partner the SRI denies the administrative claimed filed.  Is important to mention that the SRI does not request any amount to pay in this Resolution國稅局已將各合夥公司之申訴駁回。
· In the Resolution issued to the Operator partner (Repsol) the SRI denies the administrative claimed filed +  requested to pay  the full amount (100%) of the assessments.國稅局以經營人為礦區代表公司要求其所剔除項目全額。
We have been working and discussing with your lawyers the best approach to follow.經營人已知會各合夥公司法定代理人本案最佳處理方式。

          The alternatives are（各方案如下）:
1.1.- Each partner will proceed to file individual claims 各合夥公司自行向Tax Court提出訴訟，礦區所聘律師PBP認為這是最可行方案。
This is the alternative so far adopted. In this alternative each of the members claims i) that the consortium didn’t exist in 2002 ii) on a subsidiary basis, that the implicit assessments done by the SRI should be dismissed due to the legal arguments presented. 

1.2.- Partners jointly file one claim合夥公司合併向Tax Court提出訴訟，礦區所聘律師PBP認為不宜，因和原始申報個體（各合夥公司個體）不符，原始申報項目基礎頓失依據，我方將難以抗辯。 

Per PBP last mail we assume this alternative is not recommended, since this alternative will not be consistent with the initial position adopted. 

1.3.- Repsol as operator files one claim 經營人獨自向Tax Court提出訴訟
At this moment, this alternative will imply:  
- That non operator partners of Block 16 and Tivacuno should not file an individual lawsuit before the Tax Court 
-   That operator partner (Repsol YPF) file a lawsuit challenging i) that the consortium didn’t exist in 2002; ii) on a subsidiary basis, that the implicit assessments done by the SRI should be dismissed due to the legal arguments presented 
由於經營人簡報內容陳述OPIC委聘律師並未回覆，(we didn’t receive any response from OPIC lawyers)本人於休息時間請Petrotaiwan 秘書Lucia告知RAP本人要求16日下午與其會談。
        律師PBP結論：
Perez Bustamante Ponce (PBP) response is summarized as follows ： 
1. In effect: as we analyzed this issue in due course after receiving notice to be present at the reading of the draft audit document, and as we indicated at that time, we believe it is advisable that each company comprising the Block 16 and Tivacuno contractor should file its own administrative complaint challenging the Tax Audit pertaining to 2002 income tax . This strategy was adopted in order to be consistent with the arguments we have maintained during the various years when the Internal Revenue Service (SRI) has performed fiscal audits, and in order not to tacitly accept the SRI’s position of making us appear as one single claimant – which would shape the idea that a consortium existed in year 2002. 

2. There are two reasons for which we suggest that the partners and the Operator should file individual challenges against the Tax Audit. 

 2.1 In our opinion delivered in August of this year in relation to this issue, we stated that the essential argument in all administrative claims filed by Repsol and the non-operators against the Tax Audit is that no consortium of companies existed in 2002. 以整體合夥礦區為申報主體在2002所得稅申報時，並不存在。

 Furthermore, the companies alleged that even in the inadmissible assumption that a consortium did exist in 2002, the SRI validated the partners’ actions of keeping independent accounting books and filing individual income tax returns for 2002.此外，就算當時存在所謂礦區申報個體，可是國稅局當時要求各合夥公司必須獨立記帳並且獨立申報當年所得。 
 Against this background, it is – in our opinion – contradictory for the partners to submit one single challenge against the SRI resolutions denying the claims against the Tax Audit (alternative 1.2 of your e-mail), or allowing the Operator solely to do so (alternative 1.3 of your e-mail), and subsequently to allege that no consortium or association exists among them.我們無法違背當時申報所得稅之事實及依據。
 In our opinion, for each partner to file an administrative claim against the Tax Audit (alternative 1.1 of your e-mail) is coherent with the argument whereby no consortium was ever created among them, and they acted correctly by keeping separate accounting books and filing individual income tax returns. 當初各合夥公司獨立向國稅局申訴，也是配合當時申報所得稅之基礎。

2.2  We must recall that in the Tax Audit the SRI affirmed that the tax obligation demanded to Repsol at that time is a joint obligation among the partners and, therefore, in the event the Tax Audit becomes a firm and binding act, such obligation could be demanded against Repsol、 Canam、 Murphy、 CRS or OPIC, indistinctly.  For that reason, the Tax Audit was challenged by the partners.當初國稅局查核係以各合夥公司為個體審查，現在要推翻這事實，在法庭將遭質疑。 

 The SRI has already resolved the claims submitted by OPIC 、Canam、  Murphy and CRS.  In those cases, the SRI has issued four resolutions in which it denies the claims filed by the partners (this means that the SRI did not resort to the power allowed by Article 118 of the Tax Code to accumulate all claims and to issue one single resolution in that regard – as we expected it to do).國稅局對於各合夥公司之申訴是分別駁回，並非統一駁回。 

 OPIC、Canam、 Murphy and CRS must necessarily challenge the Resolutions.  In the event the Resolutions are not challenged, they would become firm and binding and the SRI could demand the obligation set forth in the Tax Audit against any partner, including Repsol.   Obviously, if the SRI so demands, the company thus demanded could object, alleging that there challenges are still in place against the substantial obligation, as specified in paragraphs 3.2 and 3.3 below.各合夥公司仍必須進行個別訴訟，否則便會造成國稅局現在之作法（以礦區為個體申報及審查）為我方認可。 

 For this reason, Murphy filed an action before the District Fiscal Court to challenge the Resolution and to prevent its being executed and, thus, to prevent the obligation demanded by the SRI in the Tax Audit from becoming firm.  Canam and CRS should do the same thing in the next few days. PBP律師為其他合夥公司所聘律師，將分別為他們向Tax Court提出訴訟，OPIC所聘律師並未採取行動，也未即時知會OPIC。
  How we see the scenarios:訴訟程序解析
1) Each partner file an individual claim

2) SRI will answer the claims.

The trials continue and each lawsuit is analyzed separately by the tax court:
The trials, per request of the parties (SRI or partners) gets accumulated IN ONE PROCEDURE
Options if this is the case:

· If in one of these trials the partner “wins”, that doesn’t mean necessarily that automatically the assessment done by the SRI at the 100% level will be also dismissed. 我方任何單一合夥公司訴訟勝利，並不代表法院會將國稅局對其他合夥公司之追索駁回。
· In the same way, if the partner “losses”, what could be the ruling? Does the Tax Court will confirm part of an assessment that is being discussed in other trial (the one that has been initiated by the operator)? I would think that the most likely scenario in this case will be that the Tax Court ratifies the resolution issued by the SRI, with no economic effect. 同樣的若任何單一合夥公司訴訟敗訴，其他合夥公司也不一定比照辦理。
· Repsol’s claim will implicitly challenge all the assessments and procedures adopted by the SRI. However, this lawsuit will not produce any proof with respect to the partners share on Block 16 and Tivacuno Contracts. If Repsol losses this trial, the Assessments made by the SRI become in force. I would think that in this case the assessment at the 100% level will be requested for payment to Repsol. 經營人所提出之訴訟，係以礦區整體金額提出訴訟，雖然此訴訟未必能代表其他合夥公司，但是若敗訴，則國稅局定然以礦區100% 向經營人求償 。
In any of these 2 options, partners should be clear that if REPSOL claim terminates in an order to pay the full amount (100% of the assessments) this will be allocated to each partner當經營人若敗訴，當然國稅局求償金額將分攤至各合夥公司。 
（三）Law 42 － 50 / 50 、  99/1
· The Decree that stipulates the 99% /1% relation has not been officially published.
· If we assume that the Decree gets published in Oct. 15 the effect of this until Dec 31, 2007 will be USD MM 118.89 (@100% level).  

· The Government has announced that the companies under Participation Contracts should move to “Service Fee Contracts”:

 
Under this type of Contract, the State reimburses all costs and expenses incurred by Contractor:  Explorations investments are reimbursed in 5 years; Development and Production Investments are reimbursed in 10 years; and Operating expenses are reimbursed on a monthly basis.

· Aside from the reimbursement, the State will recognize a FEE (TS)  to the Contractor:

TS =   (PR * INA)    +   (R(P-C)*Q)

“R” is the only concept taxable for income tax purposes. Tax rate is 44% or 25% if profits are reinvested
PR* INA = Prime rate times Non-amortized Investments

     R=  RI (Q1) + R2 (Q2) + R3 (Q3) + R4 (Q4) + R5 (Q5) + R6 (Q6)    ------------------------------------------------------------------

                    Q1 + Q2 + Q3 + Q4 + Q5 + Q6
 (P-C)= Price minus Production Cost without (does not include TS)

Q =  Production

·   Reimbursements and payments could be done in cash or in kind

Law 50/50  、 99/1   effects (on a full year)
Law42以50%/50% 執行則2007年OPIC稅後盈餘約5千7百萬美元

Law42前以99%/1% 執行則2007年OPIC稅後盈餘約1千6百萬美元
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e 
（四）Consortium Accounting:  Review of contingencies that have been reserved in the Consortium books.礦區或有負債分析：
Contingencies reserved as of Sep/30/ 2007
1.Shushufindi – 
· In year 1999, the Block 16’s Operator signed an Agreement to finance Petroproduccion to increase the production in the Shushufindi field in an amount of approximately $23 MM.

· Petroproduccion as counterpart should deliver light oil (dilute) to facilitate the transportation of block 16’s oil through SOTE, ($23MM)

· As of December 31, 2006 the Consortium had recorded a doubtful accrual of $10,9MM, as reserve of the aforementioned matter. 

· On August 2007, a Compensation Minute (“the Minute”) was signed between the Block 16’s Operator and Petroproduccion to compensate Shushufindi expenditures and Diluent Expense in an amount of $18,27MM. 

· In the Consortium accounting records is still pending $5MM to be recovered from Petroproduccion, which is fully reserved.

· As result of the above mentioned “Minute” an additional reserve of $3MM has been recorded to covered additional contingencies stated by Petroproduccion (not accepted by Block 16’s Consortium)
OPIC會計師在2006財報雖將本案列為Contingencies，但是，由於本案合夥公司並不同意經營人簽署此合約，每次年度查帳均將本案相關費用剔除，因此本案與OPIC無關。
2.Tariff Transportation differences – 
· On August 2001, the State Comptroller’s Office issued an assessment against the Block 16’s Consortium of $60,6MM as differences in the SOTE’s tariff transportation paid to Petroecuador. 

· As of December 31, 2006 the Consortium had recorded an accrual of $93.6MM to reserve in the books the result of this matter (include $60MM assessment and $33,6MM of interests)

· On August 2007, the Supreme Court issued a final decision against the Block 16 regarding this matter.  Block 16’s Legal Department appealed this decision.

· As of September 30, 2007 the Consortium had recorded a reserve of $122MM to cover the result of this matter.
在會計作業上，Deloitte-Ecuador表示，OPIC 厄瓜多分公司財務報表已列為長期負債 「This contingency was provisioned in 2005 and is updated annually for interest purposes.  This provision is recorded as a long-term liability account.  Therefore, the Branch should make no adjustment to this amount, and should wait for the final ruling on this matter.」，2006年財務報表含利息已列美金31,255,473之長期負債。
會計處已於2007年10月26日將本項美金31,255,473列為B00探採事業部之過期帳支出。
3.Service Fee Contract Pending balance – CIADI 
· When the Service Fee Contract (SFC) was modified to a Participation Sharing Contract (PSC), Petroecuador was committed to pay pending balances originated in Service Fee Contract.  Such committed was not completely fulfilled.

· Block 16 asked for an Arbitration resolution (CIADI).  The resolution was on behalf of Block 16.  However, PETROECUADOR, didn’t accept such resolution supported by the State Comptroller’s Office. 

· CIADI’s decision obliged PETROECUADOR to pay $13,7MM plus 6MUS$ as interests and expenses paid by Repsol during this process.  The resolution was confirmed on January 2007.   

· As of September 30, 2007 the Consortium recorded $14MM to fully reserve in the books the aforementioned matter.
本案經營人September 30, 2007在帳上登載，故Deloitte-Ecuador在2006 OPIC財報並未表達。
經營人提供16號礦區2007年9月財報資料：
Consortium Accounting: Financial Statements review as of September 31, 2007
Financial Statements review: Sep 30, 2007
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四、10月16日3:30PM在Petrotaiwan辦公室和OPIC所聘律師RAP(Gustavo Romero 及Carmen Gomez)會談

  （一）指責RAP服務品質差，本人10月3日Email詢問SRI 2002議題RAP遲至今天10月16日才回覆且結論錯誤、不答覆16號礦區經營人有關SRI 2002 OPIC意見之詢問及林顧問9月20日16號礦區OCM開會時要求RAP研究Transportation Tariff之議題至今仍未答覆。
（二）要求RAP 儘速將OPIC SRI 2002 （Blk 16、Tivacuno及 Blk 17） file  Claim to Tax Court。
         10月18日RAP Email 本人

Dear Jason:

First of all, I apologise for interrupting you several times and after

giving you my thanks for the time you gave us in the meeting we held on 

Tuesday 16 relating to our report dated October 15, 2007, I would like to

ask you the following:

Despite you have informed us verbally about your decision respecting to the

option that OPIC would follow to contest the resolutions issued by the SRI 

(Internal Revenue Service) for the year 2002, we kindly request that you

send to us by written your decision in order to have this as a back for our

files.

Best regards,

Carmen Gomez
10月19日本人於回程路途回覆RAP Email
 Dear Carmen,

I am on the way back to Taipei, my reply is as following:

On Oct 16th's meeting at 3:30 PM, I  Jason Wang asked you on behalf of OPIC to file the 2002 SRI claim to tax court, that is the same action we should follow as other Blk 16's partners have done individually earlier this week. 
 Best Regards,
          Jason Wang

       RAP於10月20日Email回覆通知本人，RAP已於期限前向Tax Court提出訴訟。

  （三）本人要求RAP提供OPIC與IRS所有訴訟案件之近況

        RAP於10月24日Email回覆如下：

	Number of Process   
	Plaintiff and Defendant

 
	Start date
	Subject Matter
	Court

 
	Stage of the proceeding  
	Amount Claimed
	Lawyers Encharged

	# 23595
	OPIC

vs. 

IRS (Internal Revenue Services)

 
	10/21/2005
	Income  and withholding Taxes for the year 2000  BLOCK 16, TIVACUNO AND BLOCK 17
	DISTRICT TAX THIRD COURT OF QUITO 
	In the proving stage OPIC presented all the proofs to back the oppositions carried out. We are waiting that the Court indicates the date to carry out the inspection diligence for reviewing OPIC’s accounting books.  

 
	 USD$$7’361.931,64 
	Romero Arteta Ponce Abogados/

Dr. Gustavo Romero/ Carmen Gomez/ Carolina Guerrero

5932-298-6666

 

	# 24069
	OPIC

vs. 

IRS (Internal Revenue Services)

 
	05/08/2006
	Income  and withholding Taxes for the year 2001 BLOCK 16, TIVACUNO AND BLOCK 17
	 DISTRICT TAX FIRST COURT OF QUITO
	In the proving stage OPIC presented all the proofs to back the oppositions carried out already. Additionally, the accounting books inspection was carried out. Moreover, the Magistrates of the Court have to dispose that the process comes to the resolution stage in order to say the respective sentence (final judgement).  
	 USD$1265.833,23
	Romero Arteta Ponce Abogados/

Dr. Gustavo Romero/ Carmen Gomez/ Carolina Guerrero

5932-298-6666

 

	#25241
	OPIC

vs. 

IRS (Internal Revenue Services)
	09/20/2007
	Income  and withholding Taxes for the year 2002 BLOCK 16
	DISTRICT TAX THIRD COURT OF QUITO
	Once the contentious demand was submitted we are waiting that the Third Court qualifies such a demand.
	Undetermined
	Romero Arteta Ponce Abogados/

Dr. Gustavo Romero/ Carmen Gomez/ Carolina Guerrero

5932-298-6666

 

	# to be determined
	OPIC

vs. 

IRS (Internal Revenue Services)

 
	10/19/2007
	Income  and withholding Taxes for the year 2002 TIVACUNO
	DISTRICT TAX COURT OF QUITO
	Once the contentious demand was submitted, we are waiting  to know which Court shall be knowing and resolving this process.

 
	Undetermined 

 
	Romero Arteta Ponce Abogados/

Dr. Gustavo Romero/ Carmen Gomez/ Carolina Guerrero

5932-298-6666

 

	# to be determined
	OPIC

vs. 

IRS (Internal Revenue Services)

 
	10/19/2007
	Income  and withholding Taxes for the year 2002 BLOCK 17
	DISTRICT TAX COURT OF QUITO
	Once the contentious demand was submitted, we are waiting  to know which court shall be knowing and resolving this process.
	Undetermined
	Romero Arteta Ponce Abogados/

Dr. Gustavo Romero/ Carmen Gomez/ Carolina Guerrero

5932-298-6666

 


（四）IRS於10月15日通知OPIC提供IRS 2003 資料，本人要求秘書Lucia 以本人名義Email TMF 、E&Y 及RAP處理IRS 2003 所需資料required information
Dear Diego/Diego/Diana: 
Mr. Jason Wang will appreciate you to start preparing the information requested by the IRS in the attached document. 

 Dra . Carmen Gomez has already contacted the IRS and they have confirmed that the requested documents refer to year 2003.   Nevertheless, today they have requested a written clarification by the IRS.

 Please note that the deadline to deliver the information is five working days.

 Should you have any comments, please contact Dra. Gomez.

 Kind regards,

 Lucia Gallegos de Romagosa

OPIC - PETROTAIWAN ECUADOR S. A.

五、10月16日4:15PM本人赴E&Y確認E&Y將及時提供IRS所需2003資料
六、10月17日9 AM 17號礦區參加Accounting Committee Meeting
Carlos Repetto, from PetroOriental: the main purpose of this meeting is to follow up and decide about the Proposals related to Shared Facilities and Dayuma Tariff presented in the previous Accounting Committee meeting held on July 3, 2007
1. Shared Facilities

Repsol 前已表達17號礦區應全數補償Nantu EPF（參見7月3日17號礦區Accounting Committee報告及7月25日Repsol 之Email），我方先詢問17號礦區經營人Nantu Battery在17號礦區之重建成本，以考量Repsol反對7月3日提議之原因。
17號礦區經營人10月9日 Email 答覆
Dear Jason, 

Attached you wil find the estimate cost for a 30,000 bfpd oil separation facility. 
Please consider that this amount is a very draft because it is based on previous experience for facility projects. 

Additionally, it is not included cost for new pad, access road, right of way, gathering lines, tie-ins, environmental permits, community compensations or others because there is no location defined as it is just a conceptual idea.

經營人估計成本之假設前提：
1. A stand-by philosophy on equipment was assumed.
2. No cost has been included for community compensation.  
3. No gathering lines, tie-ins to wells, or injection lines are included.
4. No road access or ROW costs are included. Other words, it is assumed that existing infrastructure are in place to get equipment to location to commence construction.
	Main equipment & Materials
	Cost 
	Cost including landing

	FWKO and Treater
	2,600,000 
	2,600,000 

	Oil booster pump (15,000)X 2
	30,000 
	40,200 

	Oil transfer pump (15,000)
	300,000 
	330,000 

	Water pumps pump (15,000)X 3
	75,000 
	82,500 

	Water Injection pumps (15,000)X 3
	750,000 
	1,005,000 

	Oil Tanks 2 - 10,000 bbls
	1,400,000 
	1,400,000 

	Water Tanks 2 - 10,000 bbls
	1,400,000 
	1,400,000 

	Pop Tank: 1 - 400 bbls
	30,000 
	30,000 

	Flare
	155,000 
	221,650 

	K.O for gas system
	40,000 
	44,000 

	Gas boot
	35,000 
	38,500 

	Fuel gas scrubber
	15,000 
	16,500 

	Utilitary air
	100,000 
	110,000 

	Chemical system
	150,000 
	165,000 

	Drain pump
	22,000 
	25,520 

	Drain system 
	45,000 
	45,000 

	　
	　
	　

	Pipe,valves & fitting
	950,000 
	1,045,000 

	Instrumentation
	880,000 
	1,020,800 

	Control System
	180,000 
	208,800 

	Electrical Materials
	1,000,000 
	1,000,000 

	　
	　
	　

	Generators
	900,000 
	990,000 

	MCC's
	450,000 
	643,500 

	Sync panels
	300,000 
	429,000 

	Diesel Tanks
	50,000 
	55,000 

	Diesel Pumps
	10,000 
	13,400 

	　
	　
	　

	TOTAL
	　
	12,959,370 

	
	
	

	Installation & technical Costs
	Cost 
	Cost including landing

	Civil 
	　
	　

	      Shelters and Building
	350,000 
	350,000 

	       Foundations
	620,000 
	620,000 

	       Pipe racks & structures
	250,000 
	275,000 

	       Clearing & Grading, fence, API & others
	1,600,000 
	1,600,000 

	　
	　
	　

	Electro - mechanical installation
	2,800,000 
	2,800,000 

	　
	　
	　

	Engineering & technical services
	740,000 
	740,000 

	　
	　
	　

	TOTAL
	　
	6,385,000 

	
	
	

	
	
	

	COST OF FACILITY
	
	19,344,370 

	Contingency 20%
	
	3,868,874 

	TOTAL COST OF FACILITY
	
	23,213,244 

	
	
	

	OPIC 30%
	
	6,963,973 


由於重建於17號礦區之成本不含所謂cost for new pad, access road, right of way, gathering lines, tie-ins, environmental permits, community compensations or others，OPIC分攤成本已接近7百萬美元，遠高於Repsol所要求補償之數額（含交易支付之VAT金額），除了Nantu Battery位置在14號礦區內及Repsol 爭議為何要14號礦區另建Nantu EPF 而非17號礦區另建外，這相對成本之差異應係Repsol堅持17號礦區應全數補償14礦區興建Nantu EPF之原因，為求雙贏並以考量17號礦區重建成本太高， OPIC要求Repsol同意較高費率之Dayuma Tariff（2006年12月26日啟用）作為交換，並在二條件下two conditions, First condition is the PetroEcuador and DNH commission accept to transfer the Nantu Battery Facility to Consorcio Petrolero Bloque 17（厄國DNH同意Nantu Battery Facility100%由17號礦區持有）；Second condition is Bloque 17 & Bloque 14 both are under Production Sharing Contract（PSC） basis（PSC改為服務合約則礦區資產均應收歸政府持有，原17號礦區持有之有利條件改變）狀況下同意Repsol之補償方案，並要兩礦區共同承擔OPIC所聘請之稅務顧問Milton Vasconez, OPIC’s advisor from Ernst & Young，三方最終達成一致之協議。
在此協議下OPIC未來必須簽署二合約Dayuma Tariff（2006年12月26日啟用）及Nantu Battery（二礦區各持有50%產權）移轉補償（Nantu EPF）合約。
主要差異比較：
7月3日未為Repsol接受之提議：
1. 17號礦區大部分補償14礦區興建Nantu EPF（14號礦區應分攤新建Nantu EPF成本-14號礦區Nantu Battery之帳列未攤銷資產價值），則OPIC需負擔14號礦區3,211,440美元。 

2. 14礦區支付17號礦區Dayuma Tariff
每日基本運量4,300桶以0.2776美元計算
超過4,300桶以0.3382美元計算
本次協議：
1.17號礦區全數補償14礦區興建Nantu EPF ，則OPIC需負擔14號礦區3,996,000美元及未來Repsol 要求OPIC支付其所佔14號礦區25% 之VAT。 

2. 14礦區支付17號礦區Dayuma Tariff
     一律以每桶0.3561美元計算並追溯至使用日The tariff will apply retroactively since Block 14’ oil start using the line.

10月17日會議Minutes如下：
Carlos Repetto mentioned about the status of the conversation with the PetroEcuador and DNH （National Hydrocarbons Office）commission for the Shared Facilities division:  The commission have planned a field visit for November 15 and 16, 2007 and they have not provide a definition yet.

Jason Wang, fromm OPIC, mentioned that they have analyzed the PetroOriental’s and Repsol-YPF’s proposals regarding Shared Facilities (See annex 1, 2 and 3) and they will accept Repsol-YPF Proposal, but setting a limit in the cost of Nantu EPF Project and under two conditions, First condition is the PetroEcuador and DNH commission accept to transfer the Nantu Battery Facility to Consorcio Petrolero Bloque 17；Second condition is Bloque 17 & Bloque 14 both are under Production Sharing Contract basis.
Carlos Repetto mentioned that PetroOriental will also accept Repsol-YPF Proposal and agreed to limit the cost of Nantu EPF Project in US$ 13,320,000.00; any additional cost will be assumed by PetroOriental; and also agreed the condition of the acceptance of PetroEcuador and DNH commission to transfer the Nantu Battery Facility to Consorcio Petrolero Bloque 17.

Luis Roman, from Repsol-YPF, confirmed their proposal and accepted OPIC conditions regarding the acceptance of PetroEcuador and DNH commission to transfer the Nantu Battery Facility to Consorcio Petrolero Bloque 17 and Bloque 17 & Bloque 14 both are still under Production Sharing Contract basis.
Xavier Silva, from Repsol-YPF, suggested that the compensation that OPIC will have to pay to Repsol-YPF and PetroOriental should be invoiced by Consorcio Petrolero Bloque 14 with the corresponding IVA, if applicable. All three parties agreed and accepted this suggestion.

Jason Wang, form OPIC, suggested and all three parties agreed that Milton Vasconez, OPIC’s advisor from Ernst & Young, will review and recommend the accounting procedure for the compensation transaction. Consorcio Petrolero Bloque 14 and Consorcio Petrolero Bloque 17 will share this cost.

Cristina Mogollón, from PetroOriental’s Legal department, will draft the agreements for revision and approval.

Additionally, all three parties agreed that if PetroEcuador and DNH commission do not accept the existing technical proposal for Shared Facilities asset division or,  Bloque 17 or Bloque 14  is /are not under Production Sharing Contract basis, all three parties (  Repsol-YPF , PetroOriental and OPIC) will have to renegotiate this issue again. 
2. Dayuma Tariff
 Repsol-YPF, OPIC and PetroOriental will accept PetroOriental´s proposal (see annex No. 4) which consist in a fixed tariff for the usage of the Dayuma pipeline of US$/bbl 0.3561.This tariff will be applied to all Block 14 oil barrels transported including royalty barrels

The tariff will apply retroactively since Block 14’ oil start using the line.

Cristina Mogollón, from PetroOriental’s Legal department, will draft the agreements for revision and approval.
 本會議紀錄及相關決議已由會計處會簽M09610546770號文經國資處同意（11月13日）本人以OPIC Accounting Committee代表名義簽署，簽署之會議記錄於11月15日Email經營人，本案後續之Dayuma Tariff及Nantu Battery（二礦區各持有50%產權）移轉補償Nantu EPF合約將俟文字定稿後簽署。
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