REPUBLIC OF ECUADOR o
MINISTRY OF ENERGY AND MINES

MEMORANDUM OF UNDERSTANDING
BETWEEN THE GOVERNMENT OF ECUADOR,
- PETROECUADOR AND TEXACQ PETROLEUM COMPANY

This Memorandum of Understanding is made and entered into by
the Government of Ecuador, through the Ministry of Energy and
Mines, legally represented by the Minister, Eng. Gustavo
Galindo Velasco, hereinafter the "Ministry," and the state
company  Petrdleos de  Ecuador, PETROECUADOR, legally
represented by its Executive President, Dr. Federico
Vintimilla Salcedo, hereinafter “PETROECUADOR," as party of
the first part; and by Texaco Petroleum Company, a Delaware
corporation with offices at Av. 6 de Diciembre 2816 and J.
Orton, Quito, legally represented by its Legal Representative
in Ecuador, Mr. Rodrigo Pérez Pallares, and by Dr. Ricardo
Reis Veiga, in his capacity of Vice President thereof,
hereinafrer "Texpet," as party of the second part.

I. OBJECTIVES

The objectives of this Memorandum of Understanding are
the following: .

To set out the scope of the environmental remedial work
to be conducted in the area of the former PETROECUADOR -
TEXACO Consortium, concerning the biotic, abiotic, and
socioeconomic aspects, which scope shall constitute the
basis on which Texpet shall issue the corresponding

request for bids;

a)

b) To formalize the authorization by the Ministry and
PETROECURDOR to Texpet to select a Contractor for the
performance of said envirommental remedial work, from a
list, previously approved by the Ministry and
PETROECUADOR ;

¢)  To create procedures for the Ministry and PETROECUADOR to
review and approve the environmental remedial work to be

performed; and

d) To establish the mechanisms by which Texpet is to be
released from any claims that the Ministry and
PETROECUADOR may have against Texpet concerning the:
environmental impact caused as a consequence of the
operations of the former PETROECUADOR- TEXACO Consortium.

II., SCOFPE OF WORK

The scope of the environmental remedial work for the
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negative effects- caused by the operations of the
PETROECUADOR-TEXACO Consorvium, once approved by the
parties, based on the “Final Draft Proposal for
Environmental Remediation” signed by the technical
represgentatives of the parcies on August 24, 1954, and
issued under their own terms, shall constitute the basis
on which Texpet shall issue a request for bids for
contracring the environmencal remedial work in the area
of the former C(onsortium, and shall constitute an
integral part of this Memorandum of Understanding.

SELECTION OF THE CONTRACTOR AND DETAILED REVISION OF THE
SCOPE OF WORK BY THE MINISTRY AND PETROECUADOR

Texpet shall request bids before selecting the Contractor
which shall carry out environmental remedial work,
according to the scope of work indicated in Clauses I and
II of this Memorandum. Texpet shall review and control
the implementation of the contract, to assure that it
complies with that set forth in the Scope of Work
approved by the Ministry and PETROECUADOR. The contracted
work must be carried out using technology compatible with
the Amazonian Region. Although the Ministry and
PETROECUADOR shall review and approve the detailed scope
of work to be submitted by the celected contractor, the
terms and conditions of the contract between Texpet and
the Contractor shall not be shared with the Ministry and
PETROECUADOR. Texpet shall submit to the Ministry and
PETROECUADOR  complete details of any  remedial,
alleviation or compensation action which may affect the
operations currently carried out by PETROECUADOR, before
beginning such action, and the parties shall negotiate in
good faith in order to minimize the impact thereof,
within the main objective and goal of completing the
remedial work.

RELEASE OF TEXPET FROM OBLIGATIONS

The parties shall negotiate the full and complete release
of Texpet’s obligations for environmental impact arising
from the operations of the Consortium, based on the full
completion of the remedial work agreed upon. Such
release shall be implemented as follows:



a)

b)

TEXPET shall not be responsible for. the environmental
impact or effects not included in the Scope of Work, and
shall be released from any liabilicy concerning such
impact upon execution of the Contract for Implementing
Environmental Remedial Work and Release of Obligations.

The release for the work to be performed in accordance
with said Scope of Work shall discharge Texpet from any
liability for environmental impact arising from the
operations of the Consortium, and shall be effective upon
the notification from the Contracrtor that 4t has
performed the work, and by acceptance and certification
issued by the Ministry and PETROECUADOR to the effect
that the work has heen berformed. The acceptance and
certification of the environmental remedial work shall be
made on a site by site basis. The Ministry and
PETROECUADOR shall accept the environmental remedial work
at each site, and shall certify within the contractual
terms, that the work was completed, after being notified
of such completion. If no objections are raised within
said terms, it shall be deemed that the Ministry and
PETROECUADOR have accepted the completion of the work and
have certified such fact. Any disagreement between the
parties that cannot be resolved within 15 days arfter the
‘date on which such disagreement has originated, shall be
resolved with the Intervention of a domestic or foreign
independent consulting company previously selected by the

. parties from a list proposed by Texpet and approved by

the Ministry and PETROECUADOR.
PROJECTS FOR S0CIO-ECONOMIC COMPENSATIONS

Texpet shall pledge to perform or carry out Projects for
Socio-economic Compensa tion, designed to resolve the
problems of this nature caused by the oil operations of
the Consortium, identified in the Scope of Work set forth
in Clauses I and II of this Memorandum, which projects
shall 'be discussed, agreed upon and approved by the
Ministry, PETROECUADOR and TEXPET. Such projects shall be
part of the total proposal for environmental remedial
work, and shall be carried out taking into consideration
the inhabitants of the Oriente Region.

The implementation of the environmental remedial work
shall be subject to the execution by the parties of the
Contract for Implemen ting Environmental Remedial Work and
Release of Obligations reflecting the provisions of the
Scope of Work, and the principles and procedures set
forth in this Memorandum of Understanding, which shall
constitute a reference framework for the parties until
the final execution of the Contract for Implementing
Environmental Remedial Work and Release of Obligations.
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VII. APPLICATION OF ECUADORAN ENVIRONMENTAL LAWS
. The environmental remedial work referred to in this

the provisions of the Political Constitution of the
Republic, the Hydrocarbon Law, the Special Law for state
company Petrdleos del Ecuador (PETROECUADOR) and its
Affiliates, the Law for Prevention and Control of
Environmental Contamina tion, published in Registro
Oficial No. 97 of May 31, 1976, the Law for Forestry and
Preservation of Natural Areas and Forest Life, published
in Registro Oficial No. 436 of February 22, 1983, the Law
for the Creatiocn of INEFAN, published in Registr ficial

Hydrocarbon Operations, issued by Decision No. 1311,
published in Registro Oficial No. 681 of May 8, 1987, and
the Environmental Regulation for Hydrocarbon Activities
in Ecuador, Iissued by Decision No. 621, published in
Registro Oficial No. 898 of March 6, 1992, as well as
other legal and administrative regulations valid on the

’ execution date of this Memorandun.

VIII.The provisions of this Memorandum of Understanding shall
[ o the rights possibly held by

third parties for the impact caused as consequence of
the operations of the former PETROECUADOR - TEXACO

¥ Consortium.

l No. 278 of GSeptember 27, 1992, the Regularion for

- In witness whereof the Parties accept the provisions set forth
above, and sign this Memorandum of Understanding in Qui to, on
Dec. 14, 1954.

! Eng. Gustavo Galindo Velasco bDr. Federico Vintimilla Salcedo

MINISTER OF ENERGY AND EXECUTIVE PRESIDENT OF
MINES ) PETROECUADOR

Dr. Rodrigo Pérez Pallares Dr. Ricardo Reis Veiga
LEGAL REPRESENTATIVE OF VICE PRESIDENT OF TEXACD
TEXACO PETROLETM COMPANY PETROLEUM COMPANY
DIR.LEG.CONS. DR. MPE

JSM/

CFS/NCG

December 14, 94
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City of New York, State of New York, County of New York

I, Jaime Wengroff, am a competent translator of Spanish into English,
" and hereby certify that the following is, to the best of my knowledge and belief, a
true and accurate translation from Spanish (5 pages) into English (4 pages) of

the Memorandum of Understanding Between the Government of Ecuador,

Petroecuador and Texaco Petrole Company.

b

Sworn to before me this

16th day of December, 1994.

Signpttre, Notary Public
JOSE®N 2GRTILE
Rotary Fu’.:.‘g. Gt gf}.’_*.':/.‘l York

i > a8

Qurliieu

e
. o Son County
Gommission &
. Stamp, Notary Public

e Cokobser 21, 1098




HEHORRHDC DE ENTENDIMIENTO ENIRE EL ESTHDO ECURTORIGNO,
PETRDECUADOR ¥ TENACO PETROLEUM COMPALNY

£l presente Hemorande e Eptendipientc s& celebra, por ana
l ) psree, <entre el Estado -ecustorispo, por incerredio del
#Hinisrcerio Je Eperora y Hinas, representado legalrente por sa
Ficaler., sedor Ing. 6ustavo Salindo VUslasco., 1 quien on
adelante se& Jepominarad “El #inisisrio” v la Esprese Estatal
l Perréleos del Fcuador. PETROECHADOR. representada legaelmen te
ner  fa Presidentve £ jecutivo. refor Dr. Feaderico Yintimilla
Salcedd., @ qaier en adelante se Jdenosinsra "PEYROECUADOR~: . y,
! par atra partg, Texeco Petrolesm Cowpany, una Corporacidn dJde
Delaware, con oricinas localliadws en la dv. & de Dicicebre
f@16. y J. Orton, e» RQuive, Ecuadar, legalpenta representads
' por sa Reprasentante Legxl en &i Ecuador, seRor Dr. Rodrige
Perczr Pallares, y por ¢l seior Dr. Ricardo Reis Ueiga, en =4
calidad de Vicecpresidente de la 6i13ps, a qui<nes =n adelante
& Jepaoninard "Texpet~.

h e I.— OBIETIVOS.
! - Los cbjetives de eoste Heporando Je Entendimients som  las
FioulenTas: ’

Estatdecer £ Alcance J81 Trabsgpo 08 Raparacisn dnbizpéal
2p Ios  arpeCtos DIGTICUS. GHIOTICOY ¥ SOCIORCONOBICOF gu
=& read {zars o od Are el XNLIpud Conso ]
i PETROECUADOR-TEXHO. slcance gue rserd 15 base para

‘Texpst reaisco 1s ARSPECEITa oRUOCICIVIZ 4 licitacasng

! al

by Aalorizsr por parté Jed fHipiscsrie v e PETFOECUNDOR
Texpet gara aae soleccrons  ana Conmratista  para q&e

ﬂgq0a;§2ice Wi Ipdacsdr  TrArEgo IR rEpErICIon  embrental
dgs lista previagzeass asrrobads  porm ol Hinistar

~5n DY
g&h

PETBOECUADOR;
QUITO - TCUS oon ]
=) J“ﬁ7L procediriencos  poar vedio  de ios s
e W isnerie » PETRODCURROR vrelsEn y Sprusben sl tratajo
& roDSrATION SROIEN Eud Jus I8 wa & llewar & capo: eraes

Erranizcer ¢l  mecanlspd wvwr sedio Jel cusl! se libersra a

Fedper e TULL LT s D N urie S IV YN S 2 R Y
PEIRCECUHDG Tapjan  ZonTra T2xpet 00r  iRpIceas an wai
BETLIO  wBLITNES, SOMY CORYETaen 1 e {48 vperaciones el

aTIgee Lonsorrcio AETROECULDOR ~ [EXACO.




II.~ RLCANCE DEL TRABAJD.

¥
E] Alcance del Trabajo de reparacion aerpbiental por los
Ippactos negativor rausados por Jas operacionss del
' Consorcio PETROECUADOR~TEX&CO, ung ver aprobado por las
Partes, & partir Jel Jdocumento “Borrador Final.~
Propuesta pars Repsracicn Anbiental”, Tirnado por Jaos
' representantes técnicos de las Partes el 24 de agosto de
1PR4, y elaborade de scusrdo & Fusr proplos términos, sera
1z base sobre la cual Texpet reaglizard la convacateria
para licitar la caontractecion del trabajo de reparecién
, apbiental ep sl drea del antipuo Consorcio, y forpard
parte integrante del presenis Mzporande de Entendiviento.

I1I.~SELECCION DE L4 CONTRATISTA ¥ REVISION DETALLADR DEL
ALCANCEDEL TRABARIO 0 DE LUOS TRABAJIDS POR PARTE DEL
HINISTERIQ ¥y DE PETROECUADOR .

’ Texpet realizars la licitacidn previa a la seleccidén de
la Contratista que ejecutard la reparacién ambiental, con
ajaste al Alcance del Trabajo seRalzado en las Clausulas I
J' y Il de este Meworandao. Texpet revisard y contralarsd Ia
<« ejecacion del contrato para werificer que cumpla con 1o
sefialado en o1 gicance del rabajo aprobado par =1
Ministerio y PETROECUADOA. Los trabajos Tontratados
deberdn sjecutarse utilirando tecnolopia coppatible con
la Regidr Apazdnica. A priar  Je gue el Ministerio &
PETROECUADOR revisardn Joaprobaran 2i glcance Je=l irabago
Detallado gue rezitirsd Ja contratista selzccionads, i
Léreinos y condicionss dei contraco encre Texpet y 1
Cogtratjsta RO F&  CcOompartirdn con =1 Hinisterio
PETROECUADOR. Texpet proporcionard al Ministerio y a
PETROECUADOR oetalles Completes de casclquier acoién Jde
reparacién,. pitipacicn o Conpenszacion que afectare a las
creracicnes que Fetuslpente  saplize PETROECURDOR antes de
la dniciacion de tal SCCIoN ¥y iss Partes nregociarin Jde
vuend re pare pinimizar tal inpscto dentro del propésito
@% b2 principal Jde cowpltar o} trabajo de reparacidn.
g

o Y=z k IBERACION DE Las OBLIBACIONES DE TEXPET.

% g “‘é§.Per§es nEQociaran la liberacicn tatsl v conpleta Je.
“=9¢00j0 . gos - 1igaciones de  T2xpet  por  Jpos Ippacios apbientales
derivados de Jas wpariciones  Jel Consorcin, a base del
curpllizmiento total owl trafajo  de reparecrén convenido.
Esta liberacicn se hars STECCiva 2 (s siguienve formas




-

@) TEXPET no ser§ responsshle por  Jwpactos o efectos
sppientales no incluidos cn el @icance del trabajo y seras
' relevads de la respopsabilidad  respecto Jde tales impactos
con la firpa del Contrato para la Ejecuacidn de Trebajos
de Reparacién fmbiental Y Liberacion de Obligsciones.
! b le  liberacién por =1 trabajo @ ser realizado de acuerdo
con <! critado Alcence Jdel Trabajo, descargarad a Texpet de
! las responsab 1l idades por los ir»pactos epbientales
resultantess de las operacliones del Consorcio, y se hard
erective bajo 1z pOtificacién por parte de la
Contratista e gue ha egjgecatado las acciones de
! reparacién y con la sceptacién Y certificacién por pParte
del Ministerio y PETROECUARDOR de que tales acciones sg-
han realirado. la aceptacion ¥ certificacidn - de la
! @ccién de reparacién aembiental se realizarin de sitio ep
sitio. £1 Hinisterio y PETROECUADOR procederdn a aceptar
las acciones de reparacién ambiental er cada sitio ¢y g.
' Cuwplimiento de los mismos en los pPlazes
luwgo Jde recibir la
51 »no se hacen

certificar ¢l
establecidos contractualwente, :
notificacién de gue han sido cunpl idos.

- obJyeciones er tales plazos se considerara que w2l
J’ MinXsterio y PETROECURDOR han Fceptado su cunplinjento ¥
A han ceritificado tal pariticular. Cuaalquier disputs entre

las partes que no se pueds solucioner €en un térm»ine de

15 dias contsdos a partir Jde la fecha en que se produrca
la diveroensia, <o resolverd con ia inctervencidén de un

Firpa consultors raciorei o Extranjers Independiente,
previamente seleccionada por lax Partes de una lista gque
Seré propuesta por Texpet y aprobada por e} Hinisterio ¢

PETROECURDOR .
”
l V.- PROYECTOS DE COMPEHSACIDNES SOCIRECONOKICAS .

Texpet sz - conpromcters o reajizar o ejecutar los
ProyECTOS Jde compensaclopss FOCIOLCCOROBICIS, Tendicnves &
solucionar Jos problevas de €5t naturalezra causados por
] eperacianes petroleras del Consorcia, identiricados
Alcance del Trabajo, sencionado =2n ias Clausulas 1
f5te Henorando. gues serin Jiscatidaos, convenidos
. SABRTODRBOOS  por e} Ministerio, PETROECUEDOR ¥ TEXKPET,
°%”°'Ecﬁroyegtbs que  deberdn ser parte Jde la propucsts totad de .
! repgﬁ% Ién  smbieptal. La aJecucidns  de Jos Proyectos
nfonio \ WED deserrollarse tomends =n cuente @ los haebitant L

2 la Repicp Oriental.
<

[l
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UX.- I derarrelis Ao B R N T axpientad,
esTard  sujeto a gque las partes llsguen = ruscripir ed
Contrzen o2rs  la wijecuciis  dgd Troeha e G S parSCIon
dredental vy Liperecidn g Uoijgscxoue;, que refivge  fo
2ETIPUIZIO € 2 glozacs Jel Vireingge. v 2p ioy BYincipios
Yy procedrimsignios PELILIETITOE  op €5 l&  Mevorande de
Entendiniento. gus FIrin  mantenjidos CORC  marco de
rererencis por las Parces sasta gue el Concrato para la
ejeECUcIdén dei Trsbajo Jde Reparacion Ak iental ¥
Liberscsisn de Ubligacionesr f23 Yinsisenne LR Fad 217 PR IR

VIX.- APLICACION DEL ORDENABIERTO (EGAL AKBIENT AL ECURTORIAND .

El tradajo do repgraciés anbicnral, que . wREnrtfa  gel
prasente  Meporssdo Jr Epnts sndiniento, Jeberd . sjecutarse
con seJeciénr a  las disposiciones contenivas en lg
Copstitacidn Polrtics Je la Repablica, ia ley de

Hidrorarbaros, Ley Erpecrial de 1e Eapresa Exstatal
Petrdlcar Jo! Ffegzdor CASTROECUADORSY  «  sux topresas
Filicles, Iz loev  de Prevepcisn v Control de la

Contaminacicyn Assiental, pudbiicada en el REQIStro Uficaial
No. B7, ove 31 de Ravo de 1976, Ley Forestal y de

Conservacion de  grecess MNsturales y Uidae Silvestre,
Iricial  Ho. S5, e 2 ge

patdicada  zp  pg Repiiteo
de IPHE, ley de Creacisn del IREFHY, pablicada

rebrers
24 ReQistro Oricial Ho. 78, de 77 dge sepricphre Je 652
Aeolesento ¢e Craracinses Hicrooas Arpevifiras, 2xpedid
redIanTe  fJoucrds e, dELI. pasiicado  wen o) Repiyer
Oficisl Ha, €57, T e Ere Je 1987 ¥y < Replament
ABor2nial  para  ias  dorividedes AZdrocardurzsreras  en =l
Evucdnr,  axpzoidc ssuiente BCusrda Ha. S22, pasiicsdo 20
U ?eg‘df“o Dficags  Ho. BEF.  de & de  msarco e I9S82 o
PTINIES ¥ adB vty PIQENLES 3

J&Dn! A3IrBAE  ~rolampen T L

B A N KT I N T R HEeBOraadn,
S LI pUl EC10nCy P E Presen te FTERBLr=340 Je
reQiryn sin  perjuicio de  los dercchos gue
L@rCEres pOr 1as Sfecteciones DCasionadas
SHene TS o {35 apersciones dar ant:gao

QECUSDDR-TELTEC. ' é%

£ty
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© Ing. Sastavo 62lipdo Velzsco

-

|- Pr. Rodrigo Pérez Fallares Dr. Ricardo Reis Uejggg:;"
REPRESENTANTE LEEAL DE TEXGCO VICEPRESIDENTE DE 7EX v

' ‘fE?RﬂLEUﬁyCONPRHY. FETROLEUN CONPANY

Para constarncia de que las Partes sceptan Jlas estipulaciones
Gue .anteceden, firman el presente Memorando de Entendiviento

R [N T

AN

NINISTRO DE ENERGISH y MINARS

T

s '
QIR . ASES . JYR, DR. MPE

JIEHS -
.CFSINCE .. -
IA-DICIEMBRE -S4

AUTERTICACION .- En esta fechna » ante mi el Notario Décimo

Quinté del Cantén , me fue exhibido el original del documento
que anteéede constante de cinco fojas Utiles y que contiene
el Kemorando de Entfendimient entre el Estado Ecuatoriano, -
PETROECUADOR y TEXACO PETROLEUN COMPANY , suscito el catorce
de diciembre de mil novecientos noventa y cuatro , del cual
reproduzco cuatro fotocopias debidamente legalivadas , tres

lque devuelvo junto con el original al interesado y otra que

demsefvo en el libro de diligencias de esta Notaria , dando




