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THIS PETROLEUM AGREEMENT, made this ..ovoeeeeioeeoeneonnns day of
................................. by and among

the Government of the Republic of Ghana (herrinaller referred to as the “State™),

represented by the Minister for Petrolcum (hereinafier referred to as the
“Minister™),

the Ghana National Petroleum Corporation,  public corporation established by the
Ghana National Petroleum Corporation Act 1983 Provisional National Defence
Council Law 64 (hereinafter referred to as “GNPC™), on the one hand, and

GNPC Exploration and Production Company Limited, a company incorporated in
Ghana and having its registered oflice at Petroleum House, Harbour Road, l'ema
(hereinafter referred to as “Fxploreo™), and

Eni Ghana Exploration and Production Lid., a company incorporated in Ghana and

having its registered office at UNA Home, st Floor 12 Airport By-pass Road,
Airport City Area, PMB KA 183, Accra, Ghana (hereinafter referred to as “eni
Ghana™), and

Vitol Upstream Tano Ltd.. a company incorporated in Ghana and having its
registered office at 5th Floor, Grand Oyeeman, South Liberation Link Road, Accra,
Ghana (hereinafter referred to as “Vitol™), and

Woadfields Upstream Limited, a company incorporated in Ghana and having its
registered office at Y21B Agostine Neto road Airport, Acera. Box KIA 30414
Airport, Accra Ghana (hereinafler referred to as “Wouodfields™) on the other hand.

WITNESSES THAT:

]: All Petroleum existing in its natural state within Ghana is the property of the
Republic of Ghana and held in trust by the State on behalf of the people of
Crhana.

2

In accordance with the Petroleum Law, the Minister hus preparcd a reference
map showing arcas of potential petroleum ficlds within the jurisdiction of
Ghana, divided into numbered arcas and each ol which is described as a
“Block™.

E

GNPC has by virtue of the Petroleum Law the right to undertake Exploration,
Developmenl and Production of Petroleum over all Blocks declared by the
Minister to be open [or Petroleum Operations.

4, GNPC is lurther authorised to enter into association by means of a Petralcum

Agreement with a contructor for the purpose of’ Exploration, Development and
Production of Petrolcum,

S. The Contract Area thal is the subject matter of this Petraleum Agreement has
been declared open for Petroleum Operations by the Minister and the Statc]rr-‘
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desires to encourage and promale Fxploration, Development and Production
within the said area. The State assures Contractor that all of said arca is within
the jurisdiction of Ghana.

Cantractor, having the lnancial ability. technical competence and professional
skills necessary for carrving out the Petroleum Opcrations hercin described,
desires to associate with GNPC in the Exploration for, and Development and
Production of, the Petroleum resources of the said area.

The Partics arc committed to providing qualificd Ghanaian nationals
cmployment at all levels in the Petroleum industry, including  technical.
administrative and managerial positions, and Contractor accordingly commits
to providing and supporting a programme of training for Ghanaian nationals as
an inlegral part and on the lerms of this Agreement.

Without prejudice to the rights of the Parties under this Agreement, Contractor
is committed to supporting GNPC either directly or through Explorco to
develop its operating capacity based on the principles contained in this
Agreement.

The Partics arc committed to providing an annual local content plan in line
with the applicable laws of Ghana, including Local Content Regulations, for
fulfilling the applicable Ghanaian content requirements with respect to the
provision of goads and services.

NOW THEREFORE. in consideration of the mutual covenants herein contained, it is
hereby agreed and declared as follows:

N”

4
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ARTICLE |

DEFINITIONS

1
1.1

1.2

1.3

14

1.5

1.6

1.7

1.8

19

1.10

In this Agreement:

“Accounting Guide™ means the accounting guide which is attached hereto as
Amncx 2 and made a part hereol:

“Additional Interest™ means the additional interest ol GNPC provided in Article
TS

“Affiliate” means uny person, whether a natural person, carparation, partnership,
unincorporated association or other entity which directly, or indirectly through
one or more intermediaries, controls, or is controlled by, or is under comman
control with a Party. For this purpose control means the direct or indirect
ownership of more than fifty percent (5026) of voting capital or voting rights of
the entitlement {directly or indirectly) to appoint a majority of the directors or
equivalent management body of, or to direct the policies or operations of the
other entity;

“Agreement™ mcans this Agreement between the State, GNPC and Contractor,
and includes the Anncxes attached hercto in cach case as may be amended from
time to time:

“Appraisal”™ means operations or activities carried out pursuant to an Appraisal
Programme following a Discovery of Petroleum for the purpose of delinecating
the accumulations of Pelroleum to which that Discovery relates in terms of
thickness and lateral extent and estimating the quantity of recoverable Petroleum
therein and all operations or activities, lo resolve uncertainties required for
determination ol u Commercial Discavery;

“Appraisal Programme” means a progrumme approved by the Petroleum
Commission pursuant Lo Article 8.5 for the conduct of Appraisal;

“Appraisal Well” means a well drilled pursuant v un Appraisal Programme;

“Associated Gas™ means Natural Gas produced from a well in association with
Crude Oil;

“Barrel” means a quantily or unit of Crude Oil equal to [orty-two (42) United
States pallons al a temperature of sixty (60) degrees Fahrenheit and at fourteen
and sixty-five one-hundredths per squarc inch at atmospheric (14.65 psia)
pressure;

“Block™ means an area ol approximately | 127 square kilometres depicted on the
reference map prepared by the Minister in accordance with the provisions of the

Petroleum Law: Rry



111

1.12

1.16

1.17

118

.19

1.21

“Business Day™ mcans a day «n which banks are open for business in Tamdon,
New York and Accra;

“Calendar Year”™ means the period of twelve (12) Months of the Gregorian
calendar, commencing on January | and ending on the succeeding December 31;

“Carricd Interest” means an interest held hy GNPC, pursuant Lo this Agreement
in respect ol which Contractor pays for the conduct of Petroleum Operations as
set out in this Agreement, without any entitlement to reimbursement from GNPC:

“Commercial Discovery™ means a Discovery which is delermined to be
commercial in accardance with the provisions of Arlicle 8 of this Agreement;

“Commercial Production Period” means in respect of each Development and
Production Arca the period from the Date of Commencement of Commercial
Production until the termination of this Agreement or earlier relinquishment of
such Development and Production Arca;

“Contract Area” means the arca of approximately one-thousand one-hundred
and twenty-seven thousand kilometers squared (1127 km’) covered by this
Agreement in which Contractor is authorised in association with GNPC o
explore for, develop and produce Petroleum, which is described in Annex 1
attached hereto and made a part of this Agreement, but excluding any portions of
such area in respect of which Contractor’s rights hercunder are from time to time
relinquished or surrendered pursuant Lo this Agreement:

“Contractor™ means, collectively Fxplorco, Eni Ghana, Vitol and Woodfields and
their respective permitted successors amd assignees and each of tixplarco, Eni
Ghana, Vil and Woodfields. individually a “Contractor Party™ as the context
may require;

“Contract Year” means a peried ol twelve (12) calendar Months, commencing
on the Effective Date or any anniversary thereof:

“Crude OQil” meuns hydrocarbons which are liquid at fourteen and sixty-five one-
hundredths per square inch at atmospheric pressure (14.63 psia) and sixly (61))
degrees Fahrenheit and includes condensates and distillales obtained from
Natural Gas;

“Date of Commencement of Commercial Production” means, in respect of
each Development and Praduction Area, the dute on which production of
Petroleum under a programme ol regular production. lifling and sale commences
as defined in a Development Plan:

“Date of Commuercial Discovery™ means the date reterred o in Articlc 8.16:
“Development” or “Development Operations” means the following activitics

carried out in connection with a Development Plan: the building and installation
of facilities for Production, including drilling of Development Wells, construction

and installation ol equipment, pipelines, facilities, plants and systems. in and K‘J_
4



1.23

1.27

1.28

1.29

1.30

vutside the Contract Ares, which ame required for achivving Production,
treatment, transport, storage and lifting of Petroleum, and preliminary Production
activities carried out prior to the Date of Commencement of Comimercial
Production. including all related planning and administrative work, and may also
mclude the construction and installation of approved secondary and tertiary
menvery systems, and abandonment, decommissioning  and replaccement of
facilities;

“Development Costs” means allowshle  Petroleun  Costs  incurred  in
Development Operations, including costs incurred in respect of lease, purchase,
or rentul of tixed assets;

“Development and Production Area™ means that portion of the Contract Area
reasonably determined by the JMC {or by GNPC if of a Sole Risk Operation
pursuant to Article 9) on the basis of the available seismic and well data to cover
the areal extent of an aceumulation or accumulations of Petroleum constituting a
Commercial Discovery, enlarged in area by ten percent (10%), such enlargement
to extend uniformly around the perimeter of such accumulation;

“Development Period™ means in respect of each Development and Production
Aren, the period from the Date of Commercial Discovery until the Date of
Commencement of Commercial Production;

“Development Plan™ means the plan for development of a Commercial
Discovery prepared by Contractor in consultation with the JMC and approved by
the Minister pursuant o Article §;

“Development Well" means a well drilled in accordance with a Development
Plan Tor producing Petroleum including wells for pressure maintenance or for
increasing the Production rate;

“Discovery™ meuns finding within & well at the end of drilling under Exploration
Operations (an) accumulation(s) of Petroleum whose existence until that finding
was unproved by drilling, which is or can be recovered at the surface in a flow
measurable by conventional international petraleum industry testing methods
{and in the case of water depths greater than four hundred (400) metres, including
Muodular  Formation  Dynamics Testing (also reterred to as “MDT™ by
Schlumberger)):

“Discovery Area” mcans (hat portion of the Contract Arew reasomably
deterrnined by the JMC {or by GNPC if such area aceurs s a result of a Sole
Risk Operation pursuant to Article 9) on the basis of the availuble seismic and
well data, that covers the areal extent of the geological structure in which a
Discovery is made. A Discovery Area may be moditied at any time by the JMC
(or by GNPC to the extent permitted by Article 9, if applicable), if justified on the
busis of new information;

“Discovery Date” means the duke on which a Discovery Notice is issued by
Contractor; .



|41

“Discovery Notice” mcans a written nolification of Discavery 1o the Minister,
Petroleun Commission and GNPC pursuant o Article 8 providing information
which shall include the nume and location of the well from which the
accumulation(s) have been found, the depth interval(s). estimates of gross and net
pay thickness, siratigraphy, and type of reservoir and fluids cncountered:

“Effective Date” shull have the meaning ascribed to it in Article 26.12:

“Exploration™ or “Exploration Operations™ means the search lor Petroleum by
geological. genphysical and other methods and the drilling of Exploration Well(s)
und includes any activity in connection therowith or in preparation thereofl and
any relevanl processing and Appraisal work, including technical and cconomic
feasibility studies, that may be curried out to determine whether a Discovery of
Petroleum constitutes a Commercial Discovery;

“Exploration Costs™ means allowable Petroleum Costs incurred, both within and
outside Ghana, in conducting Exploration Operations hereunder determined in
accordance with the Accounting Guide attached hereto as Annex 2;

“Exploration Period” means the period commencing on the Lifective Date and
continuing during the time provided for in Article 3.1 within which Cantractor is
authorised to carry out Exploration Operations and shall include any periods of
extensions provided for in this Agrecment. The Exploration Period shall
terminate with respect to any Discovery Area on the Date of Commercial
Discovery in respect of such Discovery Area;

“Exploration Phase” means any one of the Initia] Exploration Period, the First
Extension Period or the Second Extension Period;

“Exploration Well” means a well drilled in the course of Exploration Operations
conducted hereunder during the Exploration Period;

“Extension Pcriod” mcans either of the First Extension Period or Second
Cxlension Peried. as applicablc;

“Korce Majcure™ means any evenl hevond the reasonable control of the Parly
cluiming ta be atfected by such event which has not heen brought about directly
or indirectly at its own instance or which has not been brought about directly or
indirectly at the instance of an Affiliate. Force Majeure events may include, but
arc not limited to, acts of God, accidents, fires. explusions, carthquake, storm,
Nood, hurricanes, tidal waves, cyclones, tomados, lightning or ather adverse
weather conditions or any other natural disasters, war, acts of war. acts of
terrorism, embargo, blackade, riot, civil disorder, or strikes:

“Foreign Exchange Act™ meuns the Foreign Exchange Act, 2006 {Act 723) as
sume may be amended [rom time to time:

“Foreign Nutional Employee” meuns an expatriale employce of Contractor, its
Allihates, or its Subcontractors who is not a cilizen of Ghana: v

-~

US}P

ade



-

r 1.42

- |.43

'ﬂ

||

: 1.44

e

!
|45
| 46
1.47
[ .48
1.49
|50
1.51

“Ghana™ means the territory ol the Republic of Ghana und includes rivers,
streams. water courses, the territorial sea seabed and subsoil, the contiguous
zone, the exclusive econamic zone, continental shelf, the airspace and all other
areas within the jurisdiction of the Republic of Ghana;

“Gross Negligence” or “Wilful Misconduet™ means any act, failure to act or
failure o exercise such minimum degree of care and prudence by a Party which
was in reckless disregard of, or wanton indifference to, the harmful conscquences
that the person knesw, or should reasonably have known, could resulc:

“Gross Production” means the total amount of Peteoleum produced and saved
from a Development and Production Areu during Production Operations which is
nul used hy Contractor in Petroleum Operations and is available for distribution
to the Parties in accordance with Article 10;

Income Tax Law means the Income Tax Act, 2015 (Act 896) as same may be
amended from time to time;

“Indigenous Ghanaian company™ means a company incorporated under the
Companies Act. 1963 (Act 179) of Ghana:

a) that has at least [ilty-one percent (31%) of its equity owned by a
citizen or citizens of Ghana: and

b)  that has Ghanaian citizens holding at least eighty percent (80%) of
senior management positions and one hundred percent (1009) of
non-managerial and other positions;

“Initial Interest™ means the interest of GNPC in all Petroleum Operations
provided for in Article 2.4;

“Intellectual Property Rights™: all patents, rights to inventions, copyright and
related rights, rights in designs, confidential information (including know-how
and trade seerets), in each case whether registered or unregistened and including
all applications and rights to apply for and be grunled, renewals or extensions of
such rights, and all similar or equivalent rights of forms of pratection which
subsist or will subsist naw or in the future in uny part of the world.

“International Best Oil Field Practice” mcans uses and pructices that are
generally accepled in the international petroleum industry as good, safe,
economical and cfficient in exploring for, developing, producing, processing and
transporting Petraleum;

“Joint Management Committee™ or “JMC™ means the committee established
pursuant to Article 2.2 and 6.1 bhereot?

“Joint Operating Agreement” or “JOA™ means an agreement or contract
among all of the Contractor Parties with respect o the Contract Area and their
respective rights or obligations under this Agreement, as such agreement or
contract may be amended or supplemenled rom time to time: W

!
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1.62

. 1.63

1.64

I.65
L.66

“LIBOR™ means the ratc per unnum equal w the British Bankers Assocition
[nterbank OlfTered Rare for ane (1) month 1S, dollar deposits, as published in
London by the Financial Times. In the event that the Financial Times is not
published. then as publishe hy The Wafl Streer Jowrnal,

"LNG™ means liquefied Natural Gas:

“Local Content Regulations™ means the Petroleum (Lacal Content and Local
Participation) Regulations, 2013. 1.1, 2204 as the same may be amended from
time o time:

“Market Price” means the market price for Crude Oil reslized by Contractor
under this Agrcement as determined in accordance wilh Article 11,7 hercof:

“Minister™ means Minister for Petroleum:

"Minimum Work Obligation” means the Contractor’s obligations set forth in
Article 4.3(a) with respect to the [nitial Exploration Periad, Article 4.3(b) with
respect to the First Extension Period and Article 4.3(c) with respect 1o the Second
Extension Period, as the case may be;

“Month™ means a month of the Calendar Year;

“Natural Gas™ means all hvdrocarbons which are gascous at fourteen and sixty-
five onc-hundredths per square inch at atmospheric pressure and sixty (60)
degrees Fahrenheit temperature and includes wet gas, dry gas and residue gas
remaining after the extraction ol liquid hydrocarbons from wet gas:

“Non-Associated Gax™ means Natural Gas produced [rom a well other than in
association with Crude Qil;

“Operator” mcans eni Ghana or such ather Contractor Party as may be Jointly
proposed by all the Parties and approved by the Minister, which approval shall
not be unreasonably withheld, o conduct Petroleum Operations hereunder on
hehalf of the Pacties:

“Participating Interest” means the inlercst held by Contractor in accordance
with the provisions ol Article 2.10:

"Party” means cach of the Sule, GNPC. Explorco, eni Ghana, Vitol and or
Woodtields, as the case may he;

“Paying Interest™ meuns an interest held by GNPC in respect of which GNPC
pays for the conduct of Petralcum Operations as expressly provided for in Article
A

“Petrolenm” means Crude Oil or Natural Gas or a comhination of both;

"Petroleum Commission™ means a body cstablished by sn Act of Parliament
(Petroleurn  Commission Act, 2011, (Act 821 Jor the regulation and the
management of the utilization of petroleum resources in the upstream sector;,  #-
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1.67

1.68

1.69

.1

1.71

1.72

1.75

“Petrolewm  Costs™ mceans all expenditures made and costs incurred in
conducting Petraleum Operations hereunder determined in accordance with the
Accounting Guide attached hereto as Annex 2;

“Petrolcum Law”™ means the Petrolewn (Fxploration and Production) Law. 1984
(PNDCL 84) as the same may be amended from time to time:

“Petrolenm Operations™ means all activities, both in and outside Ghana,
relating to the Fxploration lor, Appraisal of; Development, Priduction, handling,
storage, processing and transparlation to the Delivery Point, of Petroleum
contemplated under this Agreement and includes Fixploration Operations,
Development Opcrations and  Production Operations and all activities in
connection therewith:

“Petroleum Product” means any product derived from Petroleum by any
refining or other process;

"Pre-Award Attachment™ means any order, decree, injunction or other decision
(however designated) of any court, arbitral body or other competent authority
requested by a Party and issued prior to a final arbitral award issucd pursuant to
Article 24 of this Agreement that attaches, seizes, freezes or otherwise restricts
the use or alienation of the any property (whether tangible or intangihle) of the
other Party pending issuance of the final arbitral award, whether such property is
in the possession or control of'a Party or of a third party:

“Production” or “Production Operations” means activities, other than
Exploration Operations or Development Operations, undertaken in order to
extract, save, treat, measure, handle, store and transport (to the Delivery Point)
Petroleum to storage and/or loading points and 1o carry out any type of primary.
secondary or tertiary recovery operations, including recycling, recompression.
injection for maintenance of pressure and water Mooding and all related activities
such as planning and administrative waork and shall also include maintenance,
repair, and well workovers, conducted after the Date of Commencement of
Commercial Production of the respective Development and Production Aren;

"Production Costs™ means Petroleum Costs incurred in Production Operations;

“Proposcd Appraisal Programme™ means a draft of a programme for the
conduct of an Appruisal to be presenled to the Petraleum Commission for
approval:

"Protected Asscts” means {a) property used for diplomatic or consular missions
wherever located, (b) property of a military character and under the control of a
military authorily or defence agency of the State wherever located, (c) asscts of
the Petroleum Funds (as defined in the Petroleum Revenue Management Acl,
2011 (Act 815) us amended by Petrolcum Revenue Management {Amendment)
Act 2015 {Act 893) and (d) property located in Ghana and dedicated to a public
or governmental usc (as distinct from property dedicated to a commercial use), to
the extent such property and assets are protected under the laws of Ghana. \S\f,h-
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1.76

1.77

.78

.79

1.80

1.81

1.82

1.83

1.84

.85

“Quarter” means a period of three (3) Months, commencing January |, April 1,
Jul I or October1 and ending March 31, June 30, Septernber 30, or
December 31, respectively:

“Sole Expert” means the person appointed to resolve o disputc pursuant lo
Article 24 hereol;

“Sole Risk™ means an operation conducted at the sole cost, risk. expense and
liability of GNPC reterred 1o in Article 9;

“Specified Rate™ mcans LIBOR plus two percent (2%);
“Standard Cubic Foot” or “SCF” means the quantity of gas that occupies vne
(1) cubic foot at 14.65 psia pressure and sixty (60) degrees Fahrenheit

lemperature;

“State™ means the Government of the Republic of Ghana represented by the
Minister:

“Subcontractor” means a third party with whom GNPC or the Contractor has
entered into a contract for provisions of goods or services for or in connection
with Petroleum Opcrations;

“Termination” means termination of this Agreement pursuant to Article 23
hereot’

“Work Programme” means the annual plan for the conduct of Petroleum
Operations prepared pursuant to Articles 6,4 and 6.5; and

“Year” means a continuous twelve {12) Month period. \Yr’
"l
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ARTICLE 2

SCOPE OF THE AGREEMENT, INTERESTS OF THE PARTIES

AND CONTRACT AREA

2.1

22

23

24

2.7

This Agreement provides lor the Exploration and Development and Production of
Petroleum in the Contract Area by GNPC in association with Contractor.

Subject o the provisions of this Agreement, Contractor shall he responsible for
the execution of such Petroleum Operations as are required by the provisions of
this Agrcement and, subject o Article 9, is herchy appointed the exclusive entity
o conduct Petroleum Operations in the Contract Area. In order that the Parties
may cooperate in lhe implementation of Petroleum Operations, GNPC and
Contractor shall establish a Joint Managemenl Commitlee to conduct and manage
Petroleum Operations.

[n the event that no Commercial Discovery is made in the Contract Area or that
Gross Production achieved from the Contract Area is insufficient to fully
reimburse Contractor in accordance with the terms of this Agreement, then
Contractor shall bear its own loss; GNPC and the State shall have no obligations
whatsoever to Contracror in respect of such loss.

GNPC shall have a wn percent (10%) Initial Interest in all Petroleum Operations
under this Agrcement.  With respect to all Exploration Operations and
Development Operalions, the Initial Interest shall be a Carmried [nterest. With
respect to all Production Operations GNPC’s [nitial Interest shall be a Paying
[nterest.

In addition to the Initial Interest provided for in Article 2.4, GNPC shall have the
option in respect ol each Development and Production Area to acquire an
Additional Interest of up to nine percent (9%) in the Petroleum Operations in
such Development and Preduction Aren. hy contributing the corrcsponding
propurtionate share to all the Petroleun Costs incurred after the Date of
Commercial Discovery, in respect of such Development and Production Area (or
make wrrangements satisfactory to the Contractor to that effect). With respect 1o
all Development Operations and Production Operations, the Additional Interest
shall be & Paying Interest, GNPC shall notify the Contractor of the exercise of its
intention to acquire the Additional Tnterest within ninety (94) days of the Date of
Commereial Discovery, GNPC and Contractor shall agree on the mode of
financing such Additional Inlerest,

[T GNPC opts to take an Additional Tnterest as provided [or in Article 2.5 then
within six {6) Months ofl the date of its clection, GNPC shall reimburse the
Contructor for all cxpenditures attributable w0 GNPC's Additional Interest
incurred rom the Date of Commercial Discovery to the date GNPC notilies
Caontractor of its clection to acquire the Additional Interest

For the avoidance ol doubt GNPC shall only contribute to Petroleurn Costs: SJ



a) incurred in respect of Development Operations in any Development
and Production Area to the extent only of any Additional Interest
acquired in  such Development and Production Area under
Article 2.5; and

b} incurred in respect of Production Operations in any Development and
Production Area both o the extent of:

i) its ten percent (10%) Tnitial Interest; and
) any Additional Interest acquired under Article 2.5.

GNPC may during the Exploration Period contribute o Petroleum Operations
by praviding such relevant services as may be specificd by the IMC from time to
time. Prior to the provision of such services, and subject to JMC approval,
Contractor must specily in writing whether GNPC is either to (i) be paid in cash
for such services by Contractor upon receipt of invoice from GNPC, or (ii) eam
credit for the costs of providing such services against GNPC's share, if any, of
future Development andior Praduction Costs. The amount of costs to be
invoiced or credit eamed by GNPC pursuant to this paragraph must be
approved by the JMC prior 1o provision of the relevant services, and shall be at
fair market rtes at which such services could be obtained under freely
competitive conditions at the time of such approval. Likewise, if the Contractor
provides services, it shall earn credit for the costs of providing such services in
accordance with the Accounting Guide,

Upon notitying Contractor of its decision w acquire an Additional Interest
pursuant to Article 2.5, GNPC may specify in the notification one or more of the
following:

a) that notwithstanding the provisions in Article 2.6 GNPC elects to have

Contractor fund GNPC’s total proportionate share of Development Costs
incurred in respect of the Additional Interest. Such funds shall be reimbursed
to Conlractor with interest al the Specificd Rate from the proceeds of the sales
of GNPC’s petraleum entitlement: and

b} where during the production phase it is anticipated that GNPC's petroleum

cntitloment would not be sufficient to  repay Contractor for GNPC’s share of
Development Costs funded by Contractor in accordance with Article 2.8 (a).
GNPC shall notify the Conteactor of arrangements satislaclory to the
Contractor for the repayment of any outstanding bulance,

Contractor’s Parlivipating Interest in all Petrolcum Operations and in all rights
urider this Agreement shall be nincty percent (90%), reduced proportionately on
cach Contractor Purly pro rata to its Participating Intcrest, at any wiven time and
in any wiven part of the Contract Arca by the exercise of the option of Additional
Interest of GNPC pursuant to Article 2.5 or the cxercise of the Sole Risk interest
ol GNPC pursuant to Article 9.

12
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2,10 For the avoidance ol doubt, the Participating Interest shall be divided as at the

2.11

Effcetive Date as follows:

a) Eni Ghana shall have a forty-two point lour six nine one percent
(42.4691%) interest in all Petroleum Operations and in all rights
under this Agreement and will he required to pay for the conduct of
Petroleurn Operations as set out in the Petrolewn Agreement pro-rata
to (ts interest ;

b)  Viwl shall bave a thirty-three poinl nine seven five three percent
{33.9753%) interest in all Petroleum Operations and in all rights
under this Agreement and will be required to pay for the conduct of
Petroleum Operations as set out in this Agreement pro-rata to its’
interest:

c) ‘oodficlds shall have a nine point five five five six percent
(9.3556%) interest in all Petroleum Operations and in all rights under
this Agreement and will be required 1o pay for the conduct of

Petroleum Operations as sct out in this Agrcement pro-rata to its'
interest; and

d) Explorco shall have four percent (4%} interest in all Petroleumn
Operations and in all rights under this Agreement and will be
required to pay for the conduct of Petroleum Operations as set oul in
this Agreement pro-rata (o its’ interest,

As of the Effective Date, the Contract Arca shall cover a total of one-thousand
one-hundred and twenty-seven  kilometers squared (1127 km®) as depicted by
Annex | and shall from time to lime during the term of this Agrcement be
reduced according w the terms herein, During the term of the Agreement,
Contractar shall pay rentals to the State for the area included within the Contract

Area at the beginning of each Contract Yecar according to the provisions of

Article 12,4 below, '
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ARTICLE 3

EXPLORATION PERIOD

3.1 TI'be Exploration Period shall begin on the Tiective Date and, subject to
Article 22,8, shall not extend heyond six (6) years excepl as provided for in
accordance with this Agreement and the Petroleum Law,

a)

h)

c)

The Exploration Period shall be divided into an Initial Exploration
Period of theee (3) years (“Lnitial Exploration Period™) and two (2)
extension periods, the fisst of two (2) years and the second ol one (1)
year (respectively, “First Extension Period” and “Seccond
kxtension Period™) and where applicable the further periods for
which provision is made hereafier,

Where Contractor has fulfilled its obligations set out in Article 4.3
before the end of the Initial Exploration Period or, as the case may
be, the First Exiension Period, and has exercised its option by
applying to the Minister in writing for an extension, the Minister will
be deemed w have granted an cxtension into the First Extension
Period or, as the case may be. into the Second Extension Period.

For each well drilled by Contractor or with Contractor’s participation
during the Initial Exploradon Period beyond those referred to in
Article 4.3, the Tnitial Exploration Period shall be extended by three
{(3) Months and the commencement and the ending of subsequent
periods shall be postponed in their entirety accordingly.

Where, at the end of the Initial Exploration Period or the First
Extension Period, Contractor is drilling or testing any well,
Contructor shall be entitled to continue its drilling or Lesting activities
for a further period as may be reasonably required o enable
Contractor to complete such work and, in the event that Contractor
notifics the Minister thal the results from any such well show a
Discovery, Contractor shall be entitled [urther o ussess the results
and determine whether such Discovery merits Appraisal. belore
having either to clect to enter into the subsequent phase, or relinguish
the Contract Aren. The completion of the drilling and tesling
aclivitics and decision to elect to enter into the subsequent phase or
relinquish the Contract Arca. save for the Discovery Area, as the case
may he, shall be made within ninety (90) days from the expiration of
the Initial Cxploration Period or the First Cxlension Period as
applicable. The cormmencement and the ending of subsequent periods
shall be pustponed in their entirety accordingly.

3.2 Where al he ond of the Second xtension Penod Contractor

a)

is drilling or lesting any well, Contractor shall be entitled to continue

its activities for a further period as may be reasonably required o
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enable Contractor o complete such work and assess the results and,
in the event that Contractor notifics the Minister that the results from
any such well show a Discovery which merits Appraisal, Contractor
shall be entitled 1o reluin the relevant Discovery Area for such period
as may be reasonably required to carry out an Appraisal Programme
and determine whether the Discovery constitutes a Commercial
Discovery;

b)  is engaged in the conduct of an Appraisal Programme in respect of a
Discovery which has not been completed, Contractor shall be entitled
to retain the Discovery Area for such period as may be reasonably
required to complete that Appraisal Programme and dctermine
whether the Discovery constitutes a Comumercial Discavery;

c) has undertaken work not falling under paragraphs (a) or (b) which is
not completed, Contractor shall be entitled to continue its activities
for such period as the Minister considers reasonable for the purpose
of enabling such work to be completed;

d) given o the Minister a notice of Commercial Discovery pursuant to
Article 8, Contractor shall be entitled to retain the Discovery Arca for
such additional period as may be required to prepare the
Development Plan in respect of the Commercial Discovery until
either:

i) the Minister has approved the Development Plan as set out in
Article §; or

ii)  in the cvent that the Development Plan is not approved by the
Minister as sct out in Article 8 and the matter or matlers in
issuc between the Minister and Contractor have been referred
for resolution under Article 24, onc (1) Month afler the date
on which the final decision thereunder has been given,

Subjeet W Article 3.1.1, where hy the end of the Initial Fxploration Period or, as
the case may be, hy the end of the First Extension Period. Contractor has failed Lo
complele its Minimum Work Ohligalions as specified in Arlicle 4.3(a) or Article
4.3(b) in respeel ol that period {including in the circumstances contemplated in
Article 4.7(b) but has madc reasonable arrangements during the [nitial
Fxploration Period or the First Extension Period, as applicable. to remedy its
default, Contractor shall be cntitled 1o apply 1o the Minister for lurther extension.
The Minister may grant in his discretion an cxtension on the then current
applicable period subject to such reasonable terms and conditions as the Minister
may stipulate to assurc performance ol the work.

Savc in respect of a Discovery Arca:

12(3) of the Pctraleum Law;

a) in the circumslances and subject to the limitations set forth in Section )Y»
|



~

)] in & casc falling within the provisions ol Article 3.2 {d): or
c) in circumstances where Article 22,8 applies;

subject te Arlicle 3.5 and Article 8, nothing in Article 3.2 shall be read ar
construcd as requiring the extension of the Exploration Period beyond seven (7)
vears [rom the Effective Date,

I'he provisions of Articles 3.2 (a), (b) and (c) and Article 3.3 so fur as they relate

to the duration af the relevant Txicnsion Period to which Contractor will be
entilled shall be read and construed as requiring the Minister to give effect Lo the
provisions of Arlicle 8 relating lo the time within which Contractor must mect the: -
requirements of that Article. %
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ARTICLE 4
MINIMUM EXPLORATION PROGRAMME

4.1 Exploration Operations shall hegin as soon as practicable and in any case
riot Juler than sixty (60) davs aller the Elfectlive Dare,

4.2 GNPC shall, at the request of Contractor. make availuble to Contractor such
records and information relating to the Contract Area as are relevant to the
performance of Exploration Operations by Contractor and are in GNPC's
possession. provided that Contractor shall reimburse GNPC for licensing the
data and for other costs reasonably incurred in procuring or olherwise
making such records and information available to Contractor.

4.3 Subject to the provisions of this Article 4, in discharge of its abligations to
carry out Exploration Operations in the Contract Area, Contractor shall
during the several phases into which the Exploration Period is divided carry
out the obligations specified hereinafier:

a) Initial Exploration Period: Commencing on the Effective Date and
terminating three (3) vears from the Effective Date.

Description of Contractor's Migimum Work Obligation:

(1) Acquire, process and interpret 1,000 sq. km of new 3D seismic; und
(i1} Drill one (1) Exploration Well in the Contract Arca

Minimum Expenditure: Contractor’s minimum expenditure for the work in
the Initial Exploration Period shall under (1) Article 4.3(a)(i) be Ten Million
United States Dollurs (TIS§ 10,000,000) and (2) Article 4.3 {a)(ii) be Thirty-
Five million United States Dollars (LSS 35.00€.000) amounting to a total of
Forty-Five Million Tlnited States Dollars {US$ 45.000,000).

b) First Extension I'erjod: Commencing al the end of the Initial
Exploration Period and terminating two (2) years from the
expiration of the Initial Exploration Perid.

sriptiaon of C » '

(1) G&G studics; and
(i) Drill one (1) Exploration Well in the Conlract Area.

Minimum Expenditure: Contractor's minimum cxpenditure for the work in
the Tirst Extension Period shall be Forty Million Tnited States Dollars (USS "
40,000,000).

T



4.4

4.5

¢)  Seeond Extepsion Period: Commencing at the end of the First
Exrension Period and terminating one (1) year from the expiration of the
First Extension Period or as may be extended under this Agreement.

(1)  G&G studies: and
(i)  Drill one (1) Fxploration Well in the Contract Arca.

Minimum Expenditure: Contractor's minimum expenditure for the work in
the Second Cxiension Period shall be Forty Million United States Dollars
(USS 44,000,000).

Wark accomplished in any period in excess of the above obligations may
be applied as credit in satisfaction of work obligations called for in any
other Cxploration Phase. Withoul prejudice to Article 23.3¢e), should
Contractor fail to complete its Minimum Work Obligations for the
corresponding Exploration Phase under Article 4.3{a), (b) or (¢) as
applicable, Contraclor shall, without prejudice to any other obligation of
Contractor under this Agreement, pay tw GNPC as a sole remedy an

amount equal to the unspent amount of the Minimum Expenditure
oblhigation for the relevant Exploration Phase.

The seismic programme in Article 4.3(a). when combined with existing
data, shall be such as will enable a study of the regional geology of the
Contract Area and the preparation of a report thercon with appropriate
maps. cross sections and illustrations, as well as a geophysical survey of the
Contract Area which, when combined with existing data, shall provide:

a) A minimum scismic grid adeyuate o define prospective drill sites over
prospective closures as interpreted from data available to Contractor:
amd

b} A scismic evaluation of structural and stratigeaphic conditions over the
remuining partions of the Contract Area

Fach Fxploration Well shall be drilled at a location and Lo an objective
depth determined by Contractor in consultation with GNPC. Txcept as
atherwise provided in Article 4.6 and 4.7 below. the minimum depth of
each obligalory Exploration Well in Articles 4.3 (b} and {¢) shall he
whichever of the fullowing is first encountered:

a)  the depth of four thousand Ave hundred (4.500) metres measured
from the Rotary Table Kelly Bushing (RTKD):

b}  ome hundred {100) metres into the primary target: or \T}
|
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4.6

4.7

48

¢} the depth ar which Contractor encounters yeofogic hasement,

unless GNIPC consents otherwise, which consent shall not be unreasonably
withheld or delaved

The minimum depth of one (1) of the obligatory Cxploration Wells in
Article 4.3 shall be whichever of the following is first encountered:

a) the depth of four thousand live hundred (4,500) metres measured
[rom the Rotary Table Kelly Bushing (RTKB):

b) the depth sufficient to penetmate the shallower of (i) three hundred
ifty (350) metres into the Cenomanian or (ii) top of the Albian: and

¢)  the depth at which Contractor encounters geological basement;

If'in the course of drilling an Exploration Well the Contractor concludes that
drilling to the minimum depth specified in Article 4.5 or 4.6 above is
impossible, impracticable or imprudent in accordance with [ntemational
Best Oil Field Practice, then Contractor may plug and abandon the
Exploration Well and GNPC shall have the aption of either:

a)  waiving the minimum depth requirement, in which case Contractor
will be deemed to have satisfied the obligation to drill such Exploration
Well; or

b) requiring Contractor to drill a substitute Exploration Well ar a
location determined by Contractor in consultation with GNPC and to
the minimum depth set forth in Article 4.5 or 4.6 except that if in the
coursc of drilling such substitute Exploration Well Contruclor
establishes t(hat drilling to the minimum depth specified in Article
4.3 or 4.6 above is impossible, impracticable or imprudent in
accordance with Intermational Best Oil Ficld Practice, then Contractor
may plug and abandon the substitute Exploration Well and will be

deemed 1o huve salisfied the obligation to drill one (1) Exploration
Well,

The above option shall be exercised by GNPC within sixty (60) days from
the notice given hy Contractor to GNPC of the completion of the plugging
and abandonment of the Exploration Well, and failurc to cxercise such
option shall constitule a waiver of the minimum depth requirement pursuant
to (a) above.

During the Cxploration Periad, Contractor shall have the right to perform
additional Exploration OQperations. including withoul lmitation performing
gravily and magmetic surveys, drilling stratigraphic wells and performing
additional geological and geophysical studics, pravided the Minimum Work
Obligations are completed within the applicable period. ?yﬁ_

\
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4.9

During the Lxploration Period, Contractor shall deliver to GNPC and the
Minister reports on Fxploration Operations conducted during ¢cach Quarter
within thirty(30) days lollowing the end of that Quarter. Further reguests for
informalion by the Minister under Section 9(1) of the Petroleum Law shall
be complied with within a reasonuhle time and copies of documents and
other material containing such information shall be provided to GNPC,

-



ARTICLE 5

RELINQUISHMENT

al

- -

wh
i

Except 25 provided in Article 5.2, 8.3, 8.6, 8.12, 8.19, 8.20, 8.21, 8.22, §.23. 9.2,
9.10 and 14.10, Contractor shall relinquish partions of the Contract Arca in the
manner provided hereafter:

a) IT on or before the expiration of the Initial Fxploration Period,
Contractor eleets to enter into the First Extension Period pursuant to
Article 3.1(b) then subject to Article 5.2 al the commencement af the
First Extension Period the arca rerained shall not exceed seventy
percent (70%) of the Contract Area as al the Effective Date:

b) If on or before the expiration of the First Extension Period,
Contractor elects to enter into the Second Extension Period pursuant
to Article 3.1(b) then subject to Article 3.2 at the commencement of
the Second Extension Period the area retained shall not exceed forty
percent (40%) of the Contract Area as at the Effective Date;

c) On the expiration of the Second Extension Period, Contractor shall
subject to Article 5.2 relinquish the remainder of the retained
Contract Aren,

I'he provisions of Article 3.1 shall not be read or construed as requiring
Contractor to relinquish any portion of the Contract Arca which constitutes or
forms part of either a Discovery Area (excluding a Discovery Area determined
by the terms of this Agreement to ncither merit Appraisal nor to be a
Commercial Discovery) or a Development and Production Area: provided,
however, that if at the end of the Initial Exploration Period or the First
Extension Peried. as the case may be, Contractor elects not to enter into the Tirst
or Second Cxlension Period Contractor shall relinquish the entire Contract Arca,
cxcept a Discovery Area or a Development and Production Area.

Bach area 1o he relinquished pursuant to this Article shall be selected by
Contractor and shall be measured as far as possible in lkerms of continuous and
compact units af a size and shape which will permit the carrying out of
Petroleum Operations in the relinquished portions.

Contractor may voluntarily relinguish all or part of the Contract Area ut any time
during the term of this Agreement on not less thun nincty (90) calendar days’
notice 1o the State, provided Contractor has satistied its Minimum  Work
Obligations, subject to any remaining obligations with respect to abandonment. - agee
decommissioning and replacement of facilitics, h‘}

iV
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ARTICLE 6

JOINT MANAGEMENT COMMITTEE

6.1

6.2

In arder that the Parties may at all times cooperate in the implementativn
of Petroleurn Operations, GNPC and Contractor shall not later than thirty
(30) days after the FEffective Date establish a Joint Management
Commiutee (JMC). Without prejudice to the rights and obligations of
Contractor for day-to-day management of the operations, the TMC shall
aversee, supervise and approve the etroleum Operations and ensure that
all approved Work Programmes and Development Plans ure complied with
and also that accounting for costs and expenses and the maintenance of
recards and reports concerning the Petrolewn Operations are carried out in
accordance with this Agreement and the accounting principles and
procedurcs generally accepted as International Best Oil Field Practice.

I'he composition of and distribution of functions within the JMC shall be
as pravided hereinafter:

a) The JMC shall be composed of two (2) representatives of GNPC and

two (2) representatives of the Contractor. Any Centractor Party not
represented on the JMC may appoint an observer to attend all IMC
meetings and shall receive copies of all notices and materials
distributed to the members of the JMC concurrently with the
distribution of such naotices and materials to the JMC members.
GNPC and Contractor shall also designate a substitute or alternate for
cach member. In the case of absence or incapacity ol a member of the
JMC, such aliernate shall automatically assume the rights and
obligations of the absent or incapacitated member;

b) lhe Chairperson of the JMC shall be designated by GNPC from

c)

amongst the members of the IMC;

Contractor shall be responsible, in consultation with GNPC, for the
preparation of an agenda and supporting documents for each meeting
of the JIMC and for keeping records of the meelings and decisions of
the IMC. GNPC shall have the righl to inspect all records of the TVC
at any time. Conlractor shall circulate the agenda and supporting
documents for cach meeting o all members and the subslilutes or
alternates designated pursuant to Article 6.2(a); and

d) Al any meeting of the JIMC any three (3) representatives shall form a

quorum.

Meetings ol the JMC shall be held and decisions taken as follows:

u)

may be agreed upon by members of the JIMC;

All meetings of the IMC shall be held in Accra or such other place as B,f‘
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h)

d}
)

g)

h)

The JMC shall meet al least twice per Calendar Year and at such
times as the members may agree:

A meeting of the JMC may be convened by GNPC or the Contractor
giving not lcss than twenty (20) days' notice to the other or, in a casc
requiring urgent setion, notice of such lesser duration as the members
may agree upon:

Decisions ol the JMC shall require unanimity;

Any member of the IMC may vote by written and signed proxy held
by another member;

Decisions of the JMC may be made without holding a meeting if all
representatives of GNPC and the Contractor notify their consent
thereto in the manner provided in Article 27;

GNPC and Contractor shall have the right to bring expert advisors to
any JMC meelings to assist in the discussions of technical and other
matters requiring expert advice;

[be JMC may also establish such subcommittees as it deems
appropriate for carrying oul its functions including:

i) a technical subcommittee;

i)  an audit subcommittee;

ifi)  an accounting subcommittee;

iv)  acontractprocurement subcommittee; and

Subject to IMC approved compliance policies, reasonable costs and
expenses as evidenced by invoices and‘or receipts related to
attendance by GNPC' in or outside Accra (e.g. travel, lransportation,
ladging, per diem and insurance), in sccordance with applicable laws.
regulations and GNPC policies and procedures shall be borne by
Contractor and treated as Petroleumn Costs.

6.4  The IMC shall oversee Exploration Operations as follows:

a)

Nul later than sixty {60) days alter the Fffective Date and therealier
at least ninety (90) days hefore the commencement ol each Calendar
Year, Contractor shall prepare and submit to the JMC for its review
and approval a detsiled Work Programme and budget eovering all
Exploration Operations which Canlractor proposes to carry oul in
that Calendar Year and shall also give an indicalion of Contractor’s
tentative preliminary exploration plans for the succeeding Calendar
Year. Where the Effective Date occurs later than June 30 in any
Calendar Year Contractar shall have the option of submilting a single



b)

d)

€)

detailed Work Programme and budgel covering the remuining
Manths of the Calendar Year in which the Ellective Date occurs and
the succeeding Calendar Year;

Upon nortice o GNPC, Contractor may amend any Work Programme
and hudget submitted to the IMC pursuant to this Article 6.4 which
notice will state why in Contractor's opinion the amendment is
neeessary or desiruble,  Any such amendment which increases the
total expenditure under an approved Work Programme and budget by
more than Len per eent { 10%) shall require the approval of the IMC;

Every Work Programme and budget submitted o the IMC pursuant
to this Article 6.4 and every revision or amendment thereol shall he
consistent with the requirements set out in Article 4.3 relating o the
minimum work and expenditure for the period of the Exploration
Period in which such Work Programme and budget falls;

Contractor shall report any Discovery to GNPC promptly after such
Discovery is made and shall submit to the JMC for review ils
Proposed Appraisal Programme. Within  thirty (30) days of
completion of the Appraisal Programme the JMC shall meet to
discuss the results of the Appraisal Programme before submission of
the detailed Appraisal report provided lor in Article 8.10;

The IMC will timely review and approve Work Programmes and
budgets and, where applicable, any amendments or revisions thereto,
arndd Proposed Appraisal Programmes and any amendments or
revisions thereto, submitted to it by Contractor pursuant to this
Article 6, and timely give such advice as it deems appropriate which
Contractor shall consider before submitting Work Programmes and
budgels and any amendments or revisions thercto for approvals
required by law or this Agreement; and

After the dale of the first Commercial Discovery, Contractor shall
seek the approval of GNPC's TMC representatives. which approval
shall not be unreasonably withheld, on any proposal for the drilling
ol any further Exploration Well or Wells not associated with the
Commerciul Discovery and not otherwise required to be drilled under
Article 4.3. If approval is nat sccured by Contractor, Conlractor may
nevertheless eleet to drill the Txploration Well ar Wells at its sole
risk and the cosls of such Exploration Operalions shall not be
considered allowable Petroleurn Costs.  However, such costs shall
only be allowable Petroleum Costs for purposes of AOE if there
arises & subscquent Commercial Discovery associated with such
additional Explorution Operations. Any such subsequent Commercial
Discovery shall be treated hereunder in the same manner as il such
Commercial Discovery had been made in connection with operations
thut were not pertormed us sole risk operations. including, without

limitation, participation by GNPC in such Commercial Discovers. N\r"
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6.3

6.6

6.7

6.8

6.9

From the Datc of Commercial Discovery, the IMC shall have supervision
of Petroleumn Operations as follows:

) Within sixty {(60) days afler the Datc of Commercial Discovery,

Contractor shall prepare and submil to the JMC for approval any
revisions to its annual Work Programme and budget that may be
necessary in order to implcment the Development Plan for the
remainder of that Calendar Year and, with respect to the Contract

Area (cxcluding the Discovery Area) for the'rest of the Exploration
Periad:

b) At least ninety (90) days before the commencement of each

subscquent Calendar Year Contractor shall submit to the IMC for
review and approval a detailed Work Programme and budget setting
forth all Development and Production Operations which Contractor
proposcs to carry out in that Calendar Year and the estimated cost

thereof and shall also give an indication of Contractor's plans for the
succeeding Calendar Year; and

¢) Within sixty (60) days of the Date of commencement of Commercial

Production and thereafter not Jater than one hundred and twenty
(120) days before the commencement of each Calendar Year
Contractor shall submit to the JMC for its approval an annual
production schedule which shall be in accordance with International
Best Oil Ficld Practice, and shall be designed to provide the most

efficient, beneficial and timely production of the Petvleum
resources.

Lifting schedules for Development and Production Areas and other
supplementary agreements provided for under Article 10,7 shall be subject
to JIMC approval,

The JMC shall review all of Contractor’s reports on the conduct of
Petroleum Operations,

Contractor’s insurance programme and the programmes for training and
technology transfer submitted by Contractor and the accompanying

budgets for such schemes and programmes made for the purposes of
Article 21 shall he subject 10 JIMC approval,

Any contract to be entered into or awarded by Contractor for the provision
of services for Petrolecum Operations must comply with the provisions of
Article 20 and the JMC approved relevant fendering procedures and,
where applicable, shall be subject to approval by the JMC or its
subcommittee. At the first mecting the JMC shall approve the applicable
contract monctary value above which the award of the contracts shall be
subject to approval by the JMC or its subcommiltee, Where such
applicable contract monetary value should be such as would allow the

5



6.10

6.11

Operator to conduct the Petrolcum Operations in a timely and efTicient
manner.

If during any meeting of the JMC the Parties are unable to reach
agreement concerning any of the marters provided for in Articles 6.4, 6.5,
6.6, 6.8 and 6.9 the matter shall be deferred for reconsideration at a further
meeting to be held not later than fifteen (15) days following the original
meeting. If after such further meeting the Partics arc still unable to reach
agreement, the matter in dispute shall be referred to the Parties’ executive
management forthwith.  Failing agreement within fiftcen (15) days
thereafter, the matter in dispute shall, at the request of any Party, be
referred for resolution under Article 24.

For the avoidance of doubt, the concurrence or approval of IMC

representatives shall not be unreasonably withheld or delayed with respect :
o any proposal submitted to the JMC,
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ARTICLE 7

RIGHTS AND OBLIGATIONS OF CONTRACTOR AND GNPC

7.1

Subjeet to the provisians of this Agreement, Contractor shall be responsible for
the conduct of Petroleum Operations and shall perform its obligations in a
workmanlike manner, with due carc and expedition and in accordance with
Intemational Best Oil Field Practice, including without prejudice to the
generality of the foregoing:

4)  conduct Petraleum Operations with utmost diligence, cfficiency and
economy in accordance with International Best Qil Field Practice
observing sound technicul and engineering practices using
appropriate  advanced technology and effective equipment,
machinery, materials and methods:

b) take all practicable steps to ensure compliance with Section 3 of the
Petroleum Law; including ensuring the recovery and prevention of

wasle of Petroleum in the Contract Area in accordance with
International Best Oil Field Practice;

¢)  prepare and maintain in Ghana full and accurate records of all
Petroleun Operations performed under this Agreement:

d)  prepare and maintain accounts of all Petroleum Operations under this
Agreement in such 2 manner as (o present a full and accurate record

of the costs of such Petroleum Operations, in accordance with the
Accounting Guide:

c) disclose o GNPC and the Minister any operating or other agreement
among the Parties that constitute Contractor relating to the Petroleum

Operations hereunder, which agreement shall not be inconsistent with
the provisions of this Agrecment;

f) develop a project operating structure cnabling GNPC cither directly
or through Explorco to develop ils operating capubilitics by
seconding its or Explorco’s personnel to the arganization of the
Operator engaged in the Petroleum Operations. Such structure shall
be based on the principles attached hereto as Annex 5

g} provide and be solely responsible for the payment of all costs related
or incidental to all services, equipment and supplies necessary for the
cxecution of the activitics to be conducted by the Contractor under

this Agreement except as othcrwise provided hercunder and the
related documents;

h)  prepare and submit in accordance with this Agreement for approval
by the JMC (i) the Development Plan and (ii) such ather matters m:\f\_



k)

)

m)

n)

r)

are specified in this Agreement and the reluted documents as subjcct
to approval by the JIMC;

take all measures consistent with International Best Oil Field Practice
(1) to controf the flow and prevent loss ar waste of Petroleum, (ii) to
prevent any injurious ingress of water and damage to Petroleum
bearing strata and (iii) to manage reservoir pressure;

not to flare any Natural Gas except to the cxtent necessary to mitigate
or prevent an emergency for safe operations as provided in the
Develapment Plan, or as otherwise permitted in Article 14.2;

keep the Minister, Petroleum Commission and GNPC promptly
advised in writing of all material developments which occur, or the
occurrence of which is reasonably foreseeable, affecting or highly
likely to affect Petroleum Operations;

to take such steps in case of emergency, and make such immediate
expenditurcs as are necessary in accordance with International Best
Oil Field Practice, environmental, industrial hygiene and safety
legislation and/or this Agreement and the related documents for the
protection of health, life, the environment and property, and to report
in reasonable detail all such steps taken and expenditures made
promptly to the Minister, Petroleum Commission and JMC;

notify promptly the Minister, Petroleum Commission and GNPC if
the Contractor becomes aware of any unusual event or circumstance
occurring in the Contract Area or such other areas where Contractor
is undertaking activities contemplated under this Agreement or the
related documents that could reasonably be expected to adversely
affect the environment;

implement and administer contracts related to Petroleum Operations
entered into with Affiliates on an arm’s-length basis;

maintain or decommission, as appropriate, all existing facilities and
assets and all other assets used or held for use in connection with
Petrolcum Operations in accordance with International Best Oil Ficld
Practice, applicable law and this Agreement; and

perform and observe each other term, covenant and agrecment of the
Contractor contained in this Agreement.

7.2 In conncction with its performance of Petrolcum Operations, Contractor shall

have the right within the terms of and pursuant Lo applicable law and regulations
in effect from time to time:

a)

to establish offices in Ghana and 1o assign to those offices such

represcntatives as it shall consider necessary for the purposes of this
Agreement;
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b)

d)

g)

h)

to use public lands for installation and operation of share bases. and
terminals, harbours and rclated facilities, petroleum storage and

processing, pipelines from ficlds to terminals and delivery facilities,
camps and other housing;

to receive licenses and permission fo install and opcrate such
communications, Petroleum production, processing, storage facilities,
transportation facilities (to the Delivery Point) and other facilities as
shall be necessary for the efficiency of its operations:

to bring to Ghana such number of Foreign National Employees as
shall be necessary for its operations, including cmployees assigned
on permanent or resident status, with or without familics, as well as
those assigned on temporary basis such as rotational employees and
having first given reasonable consideration to qualified Ghanaians, in
compliance with the Local Content Regulations;

W provide or arange for rcasonable housing, schooling and other
amenitics, permanent and temporary, for its employees and to import
personal and household effects, furniture and vehicles, for the use of
its personnel in Ghana:

to be salely responsible for provision of health, accident, pension and
life insurance benefit plans of its Foreign National Employees and
their families; and such employees shall not be required to participate
in any insurance, compensation or other employee or social benefit
programs established in Ghana;

to have, together with its personnel, at all times the right of ingress to
and egress from its offices in Ghana, the Contract Area, and the
facilities associated with Petroleum Operations hereunder in Ghana
including the offshore waters, using its owned or chartered means of
land, sea and air transportation; and

to engage such Subcontractors, expatriate and national, including also
consultants, and to bring such Subcontractors and their personnel to
Ghana as arc necessary in order to camry out the Petroleum
Operations in a skilful, economic, safe and expeditious manner; and
said Subcontractors shall have the same rights as Contractor specified
in this Article 7.2 to the extent they are engaged by Contractor for the
Petroleum Operations hereunder.

7.3 GNFPC shall use its best efforts to assist Contractor in carrying out Contractor's
obligations expeditiously and cfficiently as stipulated in this Agreement, as long
as Contractor and its Subcontractors usc their reasonable efforts to appropriately

complete applicable procedurcs and other requirements prescribed by relevant
authanties, to:

v



a) establish supply bases and obtain necessary communications
facilities, equipment and supplics;

b)  obfain necessary approvals to open bank accounts in Ghana;

c) subject to Article 21 hercof, obtain entry visas and work permits or
any other documentation that may be required from time to time for
such number of Foreign National Emplovees of Contractor and its
Subcontractors engaged in Petroleum Operations and members of

processing if such is deemed necessary for the purposes of Petroleum

Operations;

|

their familics who will be resident in Gihana, and make arrangements
for their ftravel, arrival, medical services and other NECEssary
amenities;

d)  comply with Ghana customs procedures and obtain permits for the
importation of necessary materials;

e) obtain the necessary permits to transport documents, samples or other

f) assist with the acquisition of any approvals or waivers required from
any State agencies or other ministerial or regulatory bodies under the
direct or indirect control of the State (each a “State Agency™) dealing
with  fishing, meworology, navigation, environment and

forms of data to foreign countrics for the purpose of analysis or
communications as required;

&) identify through a structured and transparent process the qualified
Ghanaian personnel as candidates for employment by Contractor in
Petroleum Operations; and

h) procure access, on competitive commercial terms to infrastructure
owned by the State, or GNPC (or its Affiliates) or any third party,
including facilities owned or used by contractors on oil and gas
hlocks adjacent to the Contract Area.

74 All reasonable and documented expenses incurred by GNPC in connection with
any of the mattcrs set out in Article 7.3 shall be bomne by Contractor and be
¢ligible Petraleum Costs in accordance with this Agreement,

7.5 GNPC shall use its best efTorts to render assistance to Contractor in emergencies
and major accidents and such other assistance as may be requested by
Contractor, provided that any reasonable cxpenses involved in such assistance

shall be bome by Contractor and be elipible Petroleum Costs in accordance with
this Agreement.

7.6 Subject to the provisions of this Agreement and save for Petroleum Operations
undertaken by GNPC pursuant to Article 9, Contractor shall, during the term of
this Contract, maintain and obtain insurance coverage for and in relation to
Petroleum  Operations, for such amounts and against such risks as are



customarily or prudently insured in the international petroleum industry in
accordance with International Best Qil Field Practice, and shall within two
months of the date of policy or rencwal furnish to the Minister and the
Petroleum Commission, certificates evidencing that such coverage is in effect.
Such insurance policies shall cover the interest of GNPC as additional insured

and shall waive subrogation against GNPC. The said insurance shall, without
prejudice to the generality of the forcgoing, cover:

&) loss or damage to all installations, equipment and other assets for so
lang as they are used in or in connection with Petroleum Operations;
provided, however, that if for any rcason the Contractor fails to
insure any such installation, equipment or assets, it shall replace any
loss thereal ar repair any damage caused thereto;

b) loss. damage or injury caused by pollution in the course of or as a
result of Petroleum Operations

c) loss of property or damage or bodily injury suffered by any third
party in the course of or as & resull of Petroleum Operations for
which the Contractor may be liable;

d) any claim for which the State may be liable relating to the loss of
property or damage or bodily injury suffered by any third party in the
course of or as a result of Petroleum Operations for which the
Contractor is liable to indemnify the State;

¢)  with respect to Petroleum Operations oftshore, the cost of removing
wrecks and cleaning up operations following any accident in the
course of or as a result of Petroleum Operations; and

1) the Contractor's and/or the Operator’s liability to its employees
engaged in Petroleum Operations.

The Contractor shall require its Subcontractors to obtain and maintain insurance

apainst the risks referred to above in Article 7.6 relating mutatis mutandis to
such Subcontractors.

Contractor shall indemnify, defend and hold the State and GNPC harmless
against all claims, losses and damages, including, without limitation, ¢laims for
loss or damage Lo property or injury or death which are dircctly caused by or
resulting from any Petroleum Operations conducted by or on behall of the
Contractor, derive from Contractor’s Gross Negligence and Willful Misconduct,
and do not qualify as either of indircct or consequential damages, poal

formation or structure damage, loss of reservoir, loss of production or loss of
profits,



ARTICLE 8

COMMERCIALITY

8.1

8.2

8.3

8.4

Contractor shall submit a Discovery Notice to the Minister, the Petroleum
Commission and GNPC as soon as possible afier any Discovery is made, but in

any event not later than thirty (30) days after the date any such Discovery is
made.

As soon as possible after the analysis of the test results of such Discovery is
complete and in any event not later than one hundred (100) days from the date
of such Discovery. Contractor shall by a further notice in writing to the
Minister. the Pctroleum Commission and GNPC, indicate whether in the
opinion of Contractor the Discovery merits Appraisal,

Where the Contractor does not make the indication required by Article 8.2 within
the period indicated or indicates that the Discovery does not merit Appraisal,

Contractor. shall, subject to Article 8.19, relinquish the Discovery Area
associated with the Discovery,

Where Contractor indicates that the Discovery merits Appraisal, Contractor shall
within one hundred and eighty (180) days from the date of such Discovery
notify the Minister and submit to the Petroleum Commission for approval and
to the Minister for information purposes a Proposed Appraisal Programme to be
carried out by Contractor in respect of such Discovery, For the avoidance of
doubt, unless otherwise instructed by the Petroleum Commission, Contractor

shall conduct a separate Appraisal for each Discovery where Contractor
indicates that such Discovery merits Appraisal.

In the absence of regulations otherwise governing the process, the Petroleum
Commission and Contractor shall adhere to the procedure set forth in this
Article 8.3 in connection with the submission of a Proposed Appraisal
Programme. The Petroleum Commission shall within sixty (60) days of
submission of the Proposed Appraisal Programme, give the Contractor a notice
in writing stating:

a) whether the Proposed Appraisal Programme has been approved
(outright or conditionally) or nat;

b)  if not approved, any revisions or improvements required by the
Petroleum Commission to be made to the Proposed Appraisal
Programme, and the reasons thercfor; or

¢) if conditionally approved, the conditions to the approval of the
Proposed Appraisal Programme, and the reasons therefor.

If the Petroleum Commission fails to provide such notice after such sixty (60)

day period, such Proposed Appraisal Programme shall be deemed to be approved.GM,



8.6

8.7

8.9

If the Petrolcum Commission notifies the Contractor that the Praposed Appraisal
Programme is not approved. or the Contractor notifics the Petraleum Commission
that it does not sccept the revisions or conditions required for any approval
pursuant to this Article 8.3, the Petroleum Commission and the Contractor shall
consult within thirty (30) days of the earlier of the date of the nolice by the
Petroleum Commission and with a view Lo amending the Proposed Appraisal
Programme to be acceptable to both. Should the Petroleum Commission not
agree Lo so consult or should the Petroleum Commission and the Contractor fail
to agree changes required for such approval within fourtcen (14) days following
said consultation, Contractor may notify the Minister and request resolution, If
the Minister is unable o resolve the matter in a manner agrecable to all relevant
Parties within thirty (30) days from the date such notification was lodged, any
Party may request the resulting dispute arsing out of this Article 8.5 shall be
resolved in accordance with Article 24.

[f the Petroleum Commission has given a notice in writing pursuant to this
Article, and the Parties cannot agree on the revisions or conditions, then the
arbitration panel shall determine whether the Petroleum Commission’s revisions
or conditions proposed are reasonable.In each case, the arbitration panel shall

also determine the appropriate damages and/or other award flowing from any
such unreasonableness,

Where the issue in dispute referred for resolution pursuant to Article 24 is finally
decided in favour of Contractor, the Petroleum Commission shall forthwith give
the requisite approval to the Proposed Appraisal Programme submitted by
Contractor, and where the issue in dispute referred for resolution pursuant to

Article 24 is finally decided in favour of the Petroleum Commission, Contractor
shall forthwith:

a) amend the Proposed Appraisal Programme 1o give effect to the final
decision rendered under Article 24, and the Petraleum Commission

shall give the requisite approval to such revised Proposed Appraisal
Programme; or

b) relinquish the Discovery Arca.

Where Contractor sccks to amend an Appraisal Programme, it shall submit such

amendment to the JMC for review pursuant to Article 6.4(¢) hefore submission
to the Petroleum Commission for approval.

Unless Contractor and the Petroleum Commission otherwise agree in any
particular case, Contractor shall have a period of two (2) years from the date of
Discovery to complete the Appraisal Programme. In the event Contractor
requires & period of morc than the two (2) years to complete the Appraisal
Programme, Centractor shall submit a request to the Petroleum Commission for
an extension with a firm programme with timelines to justify the request.

Contractor shall commence Appraisal within one hundred and fifty (150) days
from the date of approval of the Appraisal Programme. Where the Contractor is
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unable v commence or otherwise fails to comumence Appraisal within one
hundred and fifty (150) days from the datc of approval of the Appraisal
Programme, GNPC shall be entitled to exercise the option provided for in
Article 9.1 to cnable prompt Appraisal unless Contractor has commenced
Appraisal or oblained an extension of time for such Appraisal, provided that if
Contractor oblains an extension of time for such Appraisal and has not
commenced Appraisal prior to the end of such extension, GNPC shall be

entitled to exercisc the option provided for in Article 9.1 to enable prompt
Appraisal.

B.10  Not later than one-hundred and twenty (120) days from the date on which said
Appraisal Programme relating to the Discovery is completed, Contractor will
submit to the Ministcr and the Petroleum Commission a report containing the
results of the Appraisal Programme. Such report shall include all available
lechnical and economic data relevant to a determination of commerciality,
including, but not limited to, geological and gcophysical conditions, such as
structural configuration, physical properties and the extent of reservoir rocks,
areas, thickness and depth of pay zones, pressure, volume and temperature
analysis of the reservoir fluids, preliminary estimates of Crude Oil and/or
Natural Gas reserves, recovery drive characteristics, anticipated production
performance per reservoir and per well, fluid characteristics, including gravity,
sulphur percentage, sediment and watcr percentage and refinery assay pattern.

8.11 Not later than one-hundred and twenty (120) days from the date on which said
Appraisal Programme is completed Contractor shall, by a further notice in
writing, inform the Petroleum Commission and Minister whether the Discovery
in the opinion of Contractor is or is not a Commercial Discovery.

B.12 If Contractor fails to nolify the Minister and the Petroleun Commission as
provided in Article 8.11 or informs the Minister that the Discovery is not a
Commercial Discovery, then subject to Article 8.20, Contractor shall relinquish
such Discovery Area: provided, however, that before declaring that a
Discovery is not a Commercial Discovery, Contractor may, if it deems
sppropriatc, consult with the other Parties, and may propose minor changes in
the fiscal and other provisions of this Agreement which may. in the opinion of
Contractor, affect the determination of commerciality. The other Parties may,
where feasible, and in the hest interests of the Parties agree to make such
changes or modifications in the existing arrangements,

8.13 If Contractor pursuant to Article 8.11 informs the Minister that the Discovery is a
Commercial Discovery, Contractor shall not later than one hundred and cighty
{180) days thereafter, prepare and submit to the TMC, and upon approval by the
IMC, the Minister, a Development Plan,

8.14 The Development Plan referred to in Article 8.13 shall be based on detailed
cngineering studies and shall include:

a)  Contractor’s proposals on the delineation of the proposed

Development and Production Aren and for the development of any e
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b)

d)

€)

&)

h)

reservoir(s), including the method for the disposal of Associated Gas
in accordance with the provisions of Article 14 ;

the way in which the Development and Production of the reservoir is
planned to he financed;

Contractor’s proposals relating 1o the spacing, drilling and
completion of wells, the production, storage, processing,
transportation, pas utilization, delivery facilities and necessary
infrastructure developments required for the production, storage and
transportation (lo the Delivery Point) of the Petroleum, including
without limitation:

i) the ecstimated number. size and production capacity of
production facilities if any;

i) the estimated number of Production wells:

iii)  the particulars of feasible alternatives for transponation of the
Petroleum, including pipelines;

iv)  the particulars of onshore installations required, including the
type and specifications or size thereof; and

v) the particulars of other technical equipment required for the
operalions;

the estimate of the reserves together with the estimated annual
production profiles throughout the life of the field to be developed

pursuant to the Development Plan for Crude Oil and Natural Gas
from the Petroleum reservoirs;

tic-ins with other petroleum fields where applicable;
information on opcration and maintenance;

a description of technical solutions including enhanced recovery
methods;

estimates of capital and operating expenditures;

the economic feasibility studics carricd out by or for Contractor in
respect of alternative methods for Development of the Discovery,
taking into account:

i) location;

i}  water depth (where applicable);

i)  meteorological conditions;

Iv)  estimates of capital and operating expenditurcs; and
v)  any other relevant data and cvaluation thereof: ’Q\V“ -
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j}

k)

1)

m)

P}
Q)

the safety measures to be adopted in the course of the Development
and Production Operations, including measurcs to deal with
EmeTgencies,

environmental health and safety considerations arising out of the plan
of development;

measurcs 10 proteet the environment and a contingency plan for
handling of emergencies (including the provision and maintenance of’
equipment stockpiles to respond to an emergency):

Contractor’s proposals with respect to the procurement of goods and
services obtainable in Ghana;

Contractor’s technology transfer plan;

Contractor’s plan for training and employment of Ghanaian
nationals;

the timetable for cffecting Development Operations; and

a preliminary plan for decommissioning and abandonment,

8.15  The Contractor shall submit the Development Plan together with a form of parent

company guarantce as security covering all Contractor’s obligations under this
Agreement, as specified in Article 8.16.

8.16 The date of the Minister's approval of the Development Plan shall be the Date of
Commercial Discovery. Within sixty (60) days from the Date of Commercial
Discovery. each Contractor Party shall provide the Minister the parent company
guarantee referred to in Article 8.15, in satisfactory form mutually agreed, for
the performance of each such Contractor Party’s participating interest share of
all Contructor’s obligations under this Agreement. ’

8.17 The Minister shall within the ninety (90) days following submission of the
Development Plan pive Contractor a notice in writing stating:

a)

b)

whether or not the Development Plan as submitted has been approved
(conditional to the submission by the Contractor of a parent company
guarantee pursuant to¢ Article 8.16): and

tf not approved, any revisions proposed by the Minister to the
Development Plan as submitted, and the reasons thercof,

If the Minister fails w approve the Development Plan within the ninety (90) day
time period described above, then the Development Plan shall be deemed to be

approved.

Where the Minister notifies the Contractor that the Development Plan is not
approved the Partics shall within a period of thirty (30) days from the date of
such notice by the Minister consult (and shall include GNPC in such



consultations) with a view w amending the Development Plan to he acceptable to
both. Should the Minister not agree 1o so consult or should the Minister and the
Contractor fail to agree changes required for such approval within fourleen (14)
days following said thirty (30) day period, any Party may rcfer the resulting
dispute arising out of this Article 8.17 for resolution in accordance with
Article 24.

IT the Minister has given a notice in writing pursuant to clause (b) above, and the
Parties cannat agree on the revisions ar conditions, then the arbitration panel shall

determine whether the Minister’s revisions or conditions proposed are
reasonable.

8.18  Where the issuc in dispute referred for resolution pursuant to Article 24 is finally

decided in favour of Contractor, the Minister shall forthwith give the requisite
approval to the Development Plan submitted by Contractor.

B.19  Where the issue in question referred for resolution pursuant to Article 24 is

finally decided in favour of the Minister in whole or in part, Contractor shall
forthwith:

a) amend the proposed Development Plan to give effect to the final
decision rendered under Article 24, and the Minister shall give the
requisite approval to such revised Development Plan; or

b)  subject 1o Article 8.21 below relinquish the Discovery Arca,

8.20 Notwithstanding the relinquishment provisions of” Articles 8.3 and 8.12 abave, if

Contractor indicates that a Discovery does not at the time merit Appraisal. or
after Appraisal does not appear lo be a Commercial Discovery but may merit
Appraisal or potentially become a Commercial Discovery at a later date during
the Exploration Period, then Contractor need not relinquish the Discovery Ares
and may continue its Exploration Operations in the Contract Area during the
Exploration Period; provided that the Contractor shall explain to the Minister
and Petroleum Commission what additional evaluations, including Exploration
work or studies, are or may be planned in order to determine whether
subscquent Appraisal is warranted or that the Discovery is a Commercial
Discovery and the Minister shall approve of any such non relinquishment. Such
evaluations shall be performed by Contractor according to a specific time table
(which shall not cxcced the time frame specified under Article 8.21) o be
approved by the IMC and Petroleum Commissian, subject to Contractor’s right
of carlier relinquishment of the Discovery Area. After completion of the
evaluations, Contractor shall make the indications called for under Acticle 8.3 or
8.12 and either proceed with Appraisal, confirm the Discovery is a Commercial
Discovery or relinquish the Discavery Arca.

In any case, il a Discavery is made in the Initial Exploration Period or First
Fxtension Period, the Contractor shall by the end of the subsequent phasc (that
is the First Extcnsion Period or Second Extension Period as the case may be),
take a decision to Appraisc the Discovery or relinquish such Discovery.
Likewise, if the Contractor has completed the Appraisal of a Discovery in the

EY)



Initial Exploration Period or First Extension Periad, the Contractor shall by the
end ol the subscquent phase (that is, the First Extension Period or Second
Extension Perind as the case may be), take a decision 1o determine it such
Discovery is a Commercial Discovery or relinquish such Discovery. In any
evenl, il at thc ¢nd of the Exploration Period the Contractor has neither
indicated its intent to proceed with an Appraisal Programme nor declared the

Discovery to be a Commercial Discovery, then the Discovery Arca shall be
relinquished,

822 Upon completion of an Appraisal Programme and beforc Contractor makes a
determination that any Discovery is not a Commercial Discovery, Contractor
may consult with the other Parties and may make appropriate represcntations
proposing minor changes in the fiscal and other provisions of this Agreement
which may, in the opinion of Contractor, affect the determination of a
Commercial Discovery, The other Parties may agree to make such changes or
modifications in the existing arrangements. In the event the Parties do not agree
on such changes or modifications, then subject to Articles 8.20 and 8.21.
Contractor shall relinquish the Discovery Area,

8.23 Nothing in Articles 8.3, 8.12, .20 or 8.21 above shall be read or construed as
requiring Contractor to relinguish:

a) any area which constitutes or forms part of another Discovery Area
in respect of which:

i) Contractor has given the Minister, the Petroleum Commission
and GNP'C a separate notice stating that such Discovery merits
Appraisal; or

i)  Contractor has given the Minister a separate notice indicating
that such Discovery is a Commercial Discovery; or

b)  any arca which constitutes or forms part of a Development and
Production Area.

8.24 For the avoidance of doubt, where Contmctor makes a Discovery in any retained
Discovery Area or Development Area after the expiration of the Exploration
Period, Contractor shall notify the Minister of such Discovery pursuant to

Article 8.1 and, subjcct to its rights under Article 3, transfer such Discovery to
GNPC.,

825 In the event a ficld extends beyond the boundaries of the Contract Area the
Minister may require the Contractor to exploit said ficld in association with the
third party holding the rights and obligations under a petroleum agreement
covering the said field (or GNPC as the case may be). The exploitation in
association with said third party or GNPC shall he pursuant to good unitization
and engincering principles and in accordance with International Best il Field
Practice. In the event Contractor and said third party are unable to agree to the
terms of unitization, Contractor shall notify the Minister in writing and the
Minister shall give appropriate directions to Contractor and the third party or




GNPC to resolve the matler in accordance with International Best Oil Field
Practice.

8.26  All notices required to be submitted to the Minister under this Article 8 shall be
vopicd to the Petroleum Cammission,
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ARTICLE 9
SOLE RISK ACCOUNT

9.1 Subject to Contractors rights under Article 8, GNPC may notify Contractor that it
will, at its Sole Risk. commence to appraise & Discovery pursuant to Article 8.9,
provided that within thirty (30) days of such notification from GNPC, Contractor

may elect to commence to appraise that Discovery within its own Work®
Programme,

9.2 Where an Appraisal undertaken under Article 9.1 at the Sole Risk of GNPC
results in a determination that a Discovery is 8 Commercial Discovery,
Contractor may develop the Commercial Discovery upon reimbursement to
GNPC of all expenses incurred in undertaking the Appraisal and after arranging
with GNPC satisfactory terms for the payment of a premium equivalent to five
hundred percent (500%) of such expenses. Such premium shall not be counted as
cost of Petroleum Operations for the purpose of the Accounting Guide. In the
event that Contractor declines to develop said Discovery, Contractor shall
relinquish the Development and Production Area established by the Appraisal
Programme conducted by GNPC under Article 9.1.

9.3 During the Exploration Period GNPC may, at its Solc Risk, require Contractor to
continue drilling to penetrate and test horizons decper than those contained in the
Work Programme of Contractor or required under Article 4. GNPC may also at
its Sole Risk ask the Contractor to test a zone or zones which Contractor has not
included in Contractor’s test programme. Notice of this shall be given to
Contractor in writing as early as possible prior to or during the drilling of the
well, but in any case not after Contractor has begun work to complete or abandon
the well, The exercise by GNPC of this right shall be in an agreed manner (such
agreement not to be unreasonably withheld or delayed by Contractor) which does
nat prevent Contractor from complying with its work obligations under Article
43 and is subject w health, safety and environmental considerations in
accordance with International Best Oil Ficld Practice.

94 Al any time before commencing such deeper drilling under Article 9.3 above
Contractor may elect to incorporate the required deeper drilling in its own
Exploration Operation, in which case any resulting Discavery shall not be
affected by the provisions af this Article 9.

9.5 Where any Solc Risk deeper drilling results in a Discovery, GNPC shall have the
right, at its Sole Risk, Lo appraise, develop, produce and dispose of all Petroleum
resulting from such Sole Risk decper drilling and shall conduct such Sole Risk
operations unless GNPC proposes otherwise and Contractor agrees, Provided
however that if at the time such Petroleum is tested from the producing horizon in
a well, Contractor's Work Programme includes a well ar wells to be drilled to the
same producing horizon, and provided that the well or wells drilled by Contractor
tesull(s) in a Petroleum producing well producing from the same horizon,
Contractor shall, after reimbursing GNPC for all costs associated with its Soleh‘.L



9.6

9.7

9.8

9.9

9.10

Risk deeper drilling and testing in said well, have the right to include praduction
from that well in its total production for the purposes of establishing a
Comunercial Discovery, and. if a Commercial Discovery is subsequently
established, to develop, produce and dispose of the Petroleum in accordance with
the provisions of this Agreement.

Altemnatively, if at the time such Petroleum is tested from a producing borizon in
a well pursuant to a Sole Risk operation, Contractor's Work Programme docs not
include a well to be drilled 1o said horizon, Contractor has the option to appraise
and /or develap, as the case may he, the Discovery for its account under the terms
of this Agreement if it so elects within a period of sixty (60) days after such
Discovery. In such case, Contractor shall reimburse GNPC for all cxpenses
incurred by GNPC in connection with such Sole Risk operations, and shall make
satisfactory arrangements with GNPC for the payment of a premium equivalent
to five hundred percent (500%) of such expenses. Such premium shall not be
considered as Petroleum Costs for the purposes of the Accounting Guide.

During the term of this Agreement, GNPC shall have the right to submit a Work
Programme to the JMC to drill, at its Sole Risk, a well(s) in the Contract Area
provided that the work intended to be done by GNPC had not been scheduled for
a Work Programme to be performed by Contractor and the excreise of such right
by GNPC and the arrangements made by GNPC for undertaking such drilling do
not prevent Contractor carrying out Petroleum Operations, Within thirty (30)
days after receipt of such notice, Contractor may elect to drill the proposed
well(s) as part of Contractor’s Exploration Operations or may elect to participate
in the well to be drilled by GNPC,

In the event that a well drilled at the Sole Risk of GNPC in accordance with
Articlc 9.7 above results in a Discovery, GNPC shall notify Contractor in writing,
and GNPC shall have the right w appraise such Discovery and develop or require
Contractor to develop, after GNPC declares a Commercial Discovery, such
Discovery for a mutually agreed reasonable service fee, so long as Contractor has
an interest in the Contract Area, GNPC taking all the interest, risk and costs and
hence having the right to all Petroleum produced from the Commercial
Discovery; provided however that Contractor has the option to appraise andior
develop. as the casc may be, the Discovery for its account under the terms of this
Agreement if it so elects within a period of sixty (60) days after receipl of
GNPC’s writlen notice of such Discovery.

Contractor shall reimburse GNPC for all expenscs incurred by GNPC in
connection with such Sole Risk opcrations, and shall make satisfactory
arrangements with GNPC for the payment of a premium equivalent to five
hundred percent (500%) of such expenses before excreising the option under
Article 9.8. Such premium shall not be considered as Petrolcum Costs for the
purposes of the Accounting Guide.

In the event that Contractor declines to exercise its aption in Article 9.8 or no
agreement is rcached on the service fee arrangement as provided for in Article
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9.11

9.12

9.8, Contractor shall relinquish the Development and Production Area associated
with such Commercial Discovery.

Sole Risk operations under this Article 9 shall not extend the Fxploration Periad
nor the term of this Agreement and Contractor shall complete any agreed
programme of work commenced by it under this Article af GNPC’s Sole Risk,
and subject to such provisions hereaf as the Parties shall then agree, even though

the Fxploration Period as defined in Article 3 or the term of this Agreement may
have expired.

GNPC shall indemnify and hold harmless Contractor against all damages, losses,
actions, claims, demands and proceedings whatsoever, including, but not limited
to, actions, claims, demands and proceedings brought by any third party or the
State against the Contractor, and arising out of or in connection with Sole Risk

operations under this Article 9 unless such damages, losses, actions, claims,
demands and proceedings

or Wilful Misconduct,

are directly caused by Contractor’s Gross Negligence krl-



ARTICLE 10

SHARING OF CRUDE OIL

0.1 Gross Production of Crude Oil from each Development and Production Area
shall {subject to a Calendar Year adjustment developed under the proyisions of

Article 10.7) be distributed amongst the Partics in the following sequence and
proportions:

a)

b}

d}

ten percent (10%) of the Gross Production of Crude Qil shall be
delivered to the State as ROYALTY, pursuant to the provisions of
the Petroleumn Law, Upon notice to Contractor, the State shall have
the right to elect o reccive cash in lieu of its royalty share of such
Crude Oil. The State's notice shall be given to Contractor at least
ninety (90) days in advance of each lifting period, such periods to be
established pursuant to the provisions of Anticle 10.7. In such case,
said share of Crude Oil shall be delivered to Contractor and it shall
pay to the State the value of said share in cash at the relevant
weighted average Market Price for the relevant period as determined
in accordance with Article 11.7:

After distribution of such amounts of Crude Oil as are required
pursuant to Article 10.1(a), the amount of Crude Oil, if any, shall be

delivered to GNPC to the extent it is entitled for Sole Risk operations
under Article 9

After distribution of such amounts of Petroleum as are required
pursuant to Articles 10.1(a) and 10.1(b), the remaining Crude Oil
produced from each Development and Production Area shall be
distributed to Contractor and, subject to Article 10, to GNPC on the
basis of their respective interests pursuant to Article 2;

The State’s AOE (as defined under Article 10.2), if any, shall be
distributed to the State out of the Contractor’s share of Crude Oil
determined under Article 10.1(¢c). The State shall also have the right
to clect to receive cash in licu of the AOE share of Crude Oil
accorded Lo it pursuant to Article 10,2, Notification of said election
shall be given in the same notice in which the Stale notifies
Contractor of its election to receive cash in lieu of Crude Qil under
Artcle 10.1(a). In such case, said share shall he delivered to
Contractor and it shall pay to the State the valuc of said shere in cash
at the relevant weighted average Market Price for the rclevant period
as determined in accordance with Article 11.7;

0.2 At any time the State shall be entitled to a portion of Contractor’s share of Crude
Qil then being produced from each separate Development and Production Area
(hereinafler referred to as “Additional Oil Entitlements” or “AOE™) on the
basis of the after-tax post-inflation-adjusted rate of return (“ROR™) which
Contractor has achieved with respect to such Development and Production Area
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as of that time, Contractor's ROR shall be calculated on its NCT and shall be

determined separately for each Development and Production Area at the end of
cach Month in accordance with the following computation:

a) Decfinitions:

“NCF"” mcans Contractor's net cash flow for the Month for which the

calculation is heing made, and shall be computed in accordance with the
following formula:

NCF=x-v-2
where

“x”  equals all revenues received during such Month by Contractor from
the Development and Production Area, including an amount computed by
multiplying the amount of Crude Oil taken by Contractor during such
Month in accordance with Articles 10,1(c), excluding such Crude Oil
taken by Contractor for payment of interest in respect of Petroleum Costs
incurred by Contractor on GNPC’s behalf, by the Market Price applicable
to such Crude Oil during the Month when lifted, plus any other proceeds
specified in the Accounting Guide received by Contractor, including,
without limitation, the proceeds from the sale of any assets to which
Contractor continues to have title, For the avoidance of doubt, *x" shall
not include revenues from Crude Oil lifted by Contractor which is part of
anather Party’s entitlement (¢.g. Royalty, Crude Oil relating to the State's
AOE delivered to Contractor because the State has elected (o receive cash
in lieu of Crude Oil, Crude Oil purchased by Contractor from GNPC or
the State) but shall include revenues from Crude Oil owned by Contractor

but litted by anather Party (e.g. Crude Oil purchased by GNPC or the State
from Contractor).

“¥”  equals onc-twelfth ('/),) of the income tax paid by the Contractor to
the State with respect to the Calendar Year in respect of the Development
and Production Area. If there are two (2) or more Development and
Production Areas, the total income tax paid by

Contractor in accordance with the Income Tax Law shall for purposes of
this calculation be allocated w the Development and Production Area on
the basis of hypothetical tax caleulations for the separate Development and
Production Areas. The hypothetical tax calculation for each Development
and Production Area shall be delermined by allocating the total amount of
tax incurred for each Calendar Year hy Contractor under the Income Tax
Law to cach Development and Production Area bascd on the ratio that the
chargeable income from a given Development and Production Area bears
to the total chargeable income of Contractor. The chargeable income of
Contractor is determined under the Income ‘I'ax Law and the chargeabic
income of a Tevelopment and Production Area shall he calculated by

deducting from the gross income derived from or allocated 1o that Area k{/\
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those cxpenses deductible under the Income Tax Law which are
reasonably allocable to that Area and with respect ta the Development and
Production Area with the carliest date of Commercial Production, those
expenses deductibic under section 3 of the Income Tax Iaw which are not
attributable to any Development and Production Area A nepative
chargeable income for an Area shall be treated as zcro for purposes of this
allocation and not more (or less) than the total income tax paid by
Contractor shall be allocated between the Areas.

“z” equals all Petroleum Costs specified in the Accounting Guide and
expended by Contractor during such Month or with respect 1o
abandonment costs, those calculated in accordance with Article 12.11 or
actually incurred, as the case may be, with respect to the Devclopment and
Production Area, including any Petroleum Costs paid by Contractor on
GNPC’s behalf, and not reimbursed by GNPC within the Month, provided
that all Petroleum Costs for Exploration Operations not  directly
altributable to a specific Development and Production Area shall for
purposes of this calculation be allocated to the Development and
Production Area having the earliest date of Commencement of
Commercial Production.  Where Petroleum Costs for Exploration
Operations arc not directly attributable to a specific Development and
Production Area during a Month, but are directly attributable to a
subsequently  delineated Development and Production Area, then
Contractor may clect either to maintain the original allocation or reallocate
such Pemoleumn Costs to the newly delincated Development and
Production Area to which they are directly attributable and provided
further that for the purpose of the ROR calculation Petroleum Costs shall
not include any amounts in respect of interest on loans obtained for the
purposes of camrying out Petroleum Operations.

“FAS", “SA.", “TA,”, “YA,” and “ZA," means First Account, Second
Account, Third Account, Fourth Account and Fifth Account, respectively,
and represent amounts as of the last day of the Month in question as
determincd by the formulae in (b) below.

“FAe ", “SA.7 “TAq,", “YA,.,", and “ZAn". respectively, mean the
lesser of (i) the FA,, SA,, TA,, YA, or ZA,. as the case may be, as of the
last day of the Month immediately preceding the Month in question, or (ii)
zcro. Stated otherwise, FA, shall equal FA_ as of the last day of the
Month immediately preceding the Month in question if such FA, was a
negative number, but shall equal zero if such FA, was a positive number.
Likewise, SA,, shall equal SA, as of the last day of the Month
immediately preceding the Manth in question if such SA. was a nepative
number, hut shall equal zero if such SA, was a posilive number. T.ikewise
TAn, shall equal TA, as of the last day of the Month immediately
preceding the Month in question il such TA, was a negative number, but
shall equal zero if such TA, was a positive number. Likcwise YA, shall
equal YA, as of the last day of the Month immediately preceding the
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Month in question if such YA, waus a negalive number but shall equal zero
if such T'A, was u positive number. Likewise, ZA ., shall cqual ZA, as of
the last day of the Month immediatcly preceding the Maonth in question il
such ZA, was a negative number, but shull cqual zero if such ZA, was a
positive number. In the ROR calculation for the Iinit Month of Petroleum
Operations, FA,,, SA, L TAL, YA, and ZA,.) shall be zera.

“i”" for the Month in qucstion equals one {1} subtracted from the quotient
of thc United States [ndustrial Goods Wholesale Price Index
(“USIGWPT") for the second Month preceding the Month in question
(e.g. use Augusl data for October’s computation) as first reported in the
Intcmational Financial statistics of the International Monetary Fund,
divided hy the USIGWPI for Lhe same sccond preceding Month of the
immediately preceding Calendar Year as first reported in the International
Financial Statistics of the International Monetary Fund. If the USIGWPI

ceases to be published, a substitute U.S. Dollar-based price index shall be
used.

“n" refers to the nth Month in question.
“n-17 refers to the Month immediately preceding the nth Month

b) Formulae:

¥ )(
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In the caledlation of SA. an amount shall be subtracted from NCF
identical to the value of any AOE which would be due v the Statc if
relerence were made hereunder only to the TA .
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In the calculation of TA, an amount shall be subtructed from NCF
identical lo the value of any AOT which would be due to the State if
reference were made hereunder only to the FA, and SA,,
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In the calculation of YA, an amount shall be subtracted from NCT
identical o the value of any AOE which would be due w the State if
reference were made hercunder only to the FA,,, SA.and TA,

i ¢ - YN N
ZA ! 74 u--'l | + M‘ l - NOW
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In the calculation of ZA, an amount shall be subtracted from NCF
identical to the value of any AOE which wauld be due to the State if
reference were made hereunder only to the FA,. SA., TA, and YA,.

¢)  Prospeclive Application:
The State’s AOE measured in Barrels of oil will be as follows:

i} If FA,, SA,, TA, YA, and ZA. are all negative, the State's
AOE for the Month in question shall he zero;

i) If FA.is positive and SA,, TA., YA, and ZA,, are all negative,
the State’s AOE for the Month in question shall be equal to

the absolute amount resulting from the following monetary
calculation:

ten (10%) of the FA, for that Month divided by the weighted

average Market Price as determined in accordance with Anicle
11T,

iii)  If both FA, and SA, are positive, but TA,,, YA, and ZA,. are
negative, the State’s AOE for the Month in question shall be
equal to an absolute amount resulting from the following
monetary calculation:

the apgregate of ten (10%) of FA, for that Month plus fifteen
percent (15%) of the SA, for that Month all divided by the
weighted average Market Price as determined in accordance with
Article 11.7.

iv}  IC FA, SA, and TA, are all pasitive but YA, and ZA, is
negative, the State’s AOE for the Month in question shall be
equal to the absolule amount resulting from the following
monetary calculation: the eggregate of ten (10%) percent of
the FA, for that Month plus fifteen (15%) percent of the SA,
for that Month plus twenty two point five (22.5%) percent of
the TA,, for that Month all divided by the weighted average
Market Price as determined in accordance with Article 11.7.

v) ITFA,, SA;, TA, and YA, are all positive but ZA., is ncgative,
the Swte's AOE for the Month in question shall be cqual to



d)

the absolute amount resulting from the following monetary
caleulation:

the agaregate of ten (10%%) percent of the FA, for that Month plus
ffteen (15%) percent of the SA, for that Month plus twenty two
point five (22.5%) percent of the TA, for that Month plus twenty
seven point five (27.5%) percent of the YA, for that Month all
divided by the weighted average Market Pricc as determined in
accordance with Article 11.7.

vi} 1T FA, SA,, TA, YA, and ZA, are all positive, the State’s
AOE for the Month in question shall be equal to the absolute
amount resulting from the following monetary calculation:

the aggregate of ten (10%) percent of the FA, for that Month plus
fifieen (15%) percent of the SA, for that Month plus twenty two
point five (22.5%) percent of the TA, for that Month plus plus
twenty seven point five (27.5%) percent of the YA, for that Month,
plus plus twenty seven point five (27.5%) percentof the ZA,, for that
Month all divided by the weighted average Market Price as
determined in accordance with Article 11.7.

The AOE calculations shall be made in U.S. Dollars with all non-
dollar expenditures converted to U.S. Dollars in accordance with
Section 1.3.5 of Annex 2. When the AOE calculation cannot be
definitively made because of disagreement on the Market Price or
any other factor in the formulae, then a provisional AOE calculation
shall be made on the basis of Contractor’s good faith estimates of
such factors and such provisional calculation shall be subject to
correction and revision upon the conclusive determination of such
factors, and appropriate retroactive adjustments shall be made.

The AOE shall be calculated on a monthly basis, with the AOE to be
paid commencing with the first Month following the Month in which
the FA,, SA,, TA.. YA, or ZA,, (as applicable) becomes positive.
Beeausce the precise amount of the AOE for a Calendar Year cannot
be determined with certainty until after the cnd of that Calendar Year,
deliveries (or payments in lieu) of the AOE with respect to a Month
shall be made during such Calendar Year based upon the
Contractor’s good faith cstimates of the amounts owing, with any
adjustments following the end of the Calendar Ycar to be settled
pursuant o the procedurcs agreed to pursuant to Article 10.7. Final
calculations of the AOFE shall be madc within thirty (30) days
following the filing by the Contractor of the annual tax return for
such Calendar Year pursuant to the Petroleum Income Tax Law and
this Agreement, and the amount of the AOE shall be appropriately

adjusted in the event of a subsequent adjustment of the amount of tax
owing on such term,



10.3  GNPC shall act as agent for the State in the collection of all Petroleum accruing
to the State under this Amicle 10 and delivery to GNPC hy Contractor shall
discharge Contractor's liability to deliver the sharc of the State.

10.4  The State or GNPC. having met the requirements of Article 15.1, may elect, in
accordance with terms and conditions to be mutually agreed by the Parties, that
all or part of the Crude Oil to be distributed to the State or to GNPC pursuant to
this Article shall be sold and delivered by the State or GNPC to Contractor or its
Affiliate for use and disposal and in such case Contractor or its Affiliate shall pay
to the State or to GNPC, as the case may be, the Market Price for any Crude Oil
so sold and delivered. Market Price for purposes of this Article 10.4 shall be the
amounts actually realized by Contracior or said AlTiliate on its resales of said
Crude Oil in arm’s length commercial transactions, or for its other resales or
dispositions ol” said Crude Oil. based upon Market Price determincd in the
manner specified in Article 11.7(b).

10.5  Ownership and risk of loss of all Crude Oil produced from the Contract Area
which is purchased, and all of its percentage Participating Interest or other Crude
Oil lifled, by Contractor shall pass to Contractor at the outlet flange the
(“Delivery Point™) of the marine terminal or other storage facility for loading
into tankers or other transportation equipment referred to in Article 11.1,

10.6 Subject to the provisions of Article 15 hereof, Contractor shall have the right

freely to export and dispose of all the Petroleum allocated and/or delivered to it
pursuant to this Article.

10.7 The Parties shall through consultation enter into supplementary agreements
concerning Crude Oil lifting procedures, lifting and tanker schedules, loading
conditions, Crude Oil metering, and the settlement of lifting imbalances, if any,
among the Parties at the end of each Calendar Year. The Crude Oil to be
distributed or otherwise made availahle 1o the Parties in each Calendar Year in
accordance with the preceding provisions of this Article shall insofar as possible
be in reasonably equal monthly quantities.

0.8 To assist in the muking of the AQE calculation in accordance with Article 10.2,
there is attached as Annex 4 1o this Agrcement a worked cxample of the

calculation using hypothetical figures. rates and thresholds, for the purpose of } e
illustration only. :

C
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ARTICLE 11
MEASUREMENT AND PRICING OF C

‘DE OIL

1.1 Crude Oil shall be delivercd by Contractor to storage tanks or other suitable
holding facility constructed, maintained and operated in accordance with
applicahle laws and International Best Oil Ficld Practice. Crude il shall be
metered or otherwisc measured for quantity and tested for quality in such storage
lonks for all purposes of this Agreement. Any Parly may rcquest that
measurements and tests be donc by an internationally recognized inspection
company. Contractor shall arrange and pay for the conduct of any measurement
or test so requested provided, however, that in the case of (1) a test requested for
quality purposes and/or (2) a test requested on metering (or measurement)
devices, or where the test results demonstrate that such devices are accurate
within acceptable tolerances agreed to by the Parties or if not established by the
Parties, then in accordance with International Best Oil Field Practice, the Party

requesting the test shall reimburse Contractor for the costs associated with the
test or tests.

L1.2  GNPC or its authorized agents shall have the right:
a)  tobe present at and to obscrve such measurement of Crude Oil;

b)  to cxamine and test whalever appliances arc used by Contractor
therelore; and

c)  to install a device or equipment, at GNPC’s sole risk, expense and
liability, for the purpose of determining the quantity and quality of
Crude Oil.

11.3  In the event that GNPC considers Contractor’s methods of measurement to be
inaccurate, GNPC shall notify Contractor to this effect and the Partics shall meet
within ten (10) days of such notification to discuss the matter, Where after thirty
(30) days the Parties cannot agrec aver the issue, they shall refer for resolution
under Article 24 the sole question of whether Contractor’s method of measuring
Crude Oil is accuratc and reasonable.  Retrospective adjustments o

measurements shall be made where necessary to give effect o the decision
rendered under Article 24,

11.4  1f upon the examination or testing of appliances provided for in Article 11.2 any
such appliances shall be discovered to he defeetive:

a) Contractor shall take immediate steps to repair or replace such
appliance; and

h) subject to the establishment of the contrary, such error shall he
deemed 10 have cxisted for three (3) Months or since the date of the
last examination and testing, whichever occurred more recently. F,L (e
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11.6

1.7

In the event that Contractor desires to adjust, repair or replace any measuring

appliance, it shall give GNI’C reasonahle notice to cnable GNPC or its authorized
agent to be present.

Contractor shall keep full and accurate accounts concerning all Petroleum
measured as aforesaid and provide GNPC with copies thereof on a monthly basis,
not later than ten (1 0) days after the end of each Month.

The Market Price for Crude Oil delivered to Contractor hereunder shall be

established with respect to each lifling or other period as provided elsewhere in
this Agreement as follows:

a) on Crude Oil sold by Contraclor in arm's length commercial
transactions (defined in Article 11.7(c) below), the Market Price shall
be the price actually realized by Contractor on such sales;

b) on sales of Crude Oil by Contractor not in an “arm's length
commercial transaction™ (defincd by Article 11.7(c) below), on
exports by Contractor without sale or on sales under Article 15.2, the
Market Price shall be the price determined by reference to world
market prices of comparable Crude Oils sold in arm's length
transactions for export in the major world petroleum markets, and
adjusted for oil quality, focation, timing and conditions of pricing,
delivery and payment provided that in the case of sales under Article
15.2 where such sales relate to part only of Contractor’s entitlement,
prices actually realized by Contractor in sales of the balance of its
proportionate share falling within Article 11.7(a) above shall be taken
into account in determining Market Price. For purposes of this
Article 11.7(b)., “comparable Crude Oils” shall mean Crude Qils of
similar APl gravity, sulphur content, and acidity, and if Contractor
cannot identify comparable Crude Oils for the purposes of this
Article, the Partics may agree on an altermative method for
establishing a comparable Crude Oil;

c) sales in “arm’s length commercial transactions” shall mean sales
to purchasers independent of the seller. which do not involve Crude
Oil exchange or barter transactions, government w government
transaction. sales dircetly or indirectly o Affiliates. or sales
mvolving consideration other than payment in U.S. Dollars or
currencies convertible thereto, or affected in whole or in part by
considerations other than the usual economic incentives for
commercial arm’s length Crude Oil sales;

d)  the price of Crude Oil shall be expressed in U.S. Dollars per Barrel,
F.0.B. the point of delivery by Contractor; and

c) it Crude Oils of various qualities are produced from the Contract
Area, the Market Price shall be determined scparately for each type,

sald andior exported by Contractor, only to the extent that theB,}L
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11.8

11.9

1110

(111

diffcrent quality grades remain segregated through to the point where
they are sold, and if grades of different quality are commingled into a
common stream, Contractor and GNPC shall agree on an equitablc
methedology for assessing relative value for each grade of Crude Qil
comprising the biend and shall implement the agreed methodology
for having the producen(s) of higher quality Crude Oil(s) be
reimbursed by the producer(s) of Tower quality Crude Oil(s),

Contractor shall provide to GNPC information in accordance with Section 7 of
the Accounting Guide on each lifting which shall include the buyer of the cargo,
sales basis with respect to benchmark Crude Oil, the pricing basis, the
differential, any deductions and the Market Price determined by it for each lifting
not later than thirty five (35) days after the end of such lifting. For the purposes

of this Article 11.8 the obligations of Parties comprising Contractor shall be
several.

IT GNPC considers that the Market Price notified by Contractor was not correct]y
determined in accordance with the provisions of Article I1.7, it shall so notify
Contractor not later than thirty (30) days after notification by Contractor of such
price, and GNPC and Contractor shall meet not later than twenty (20) days
thereafter 1o agree on the correct Market Price.

In the event that GNPC and Contractor fail to agree upon the commencement of

meetings for the purpose described in Article 11,9 above, the Market Price shall
be referred for determination in accordance with Article 24 of this Agrecment.

Pending a determination under Article 11.10, the Market Price will be deemed to
be the Jast Market Price agreed or determined, as the case may be, or if there has
been no such previous agreement or determination, the price notified by
Contractor for the lifting in question under Article 11.7. Should the determined
price be different from that used in accordance with the foregoing then the
difference plus inlercst at the Specified Rate shall be paid in cash by or to

Contractor, as the case may be, within thirty (30) days of such determination. Gf;a.



ARTICLE 12

TAXATION AND OTHER IMPOSTS

12.1  Subject to applicable laws and regulations in effect from time to time, the taxes, duties,
fees and other imposts that shall be impused by the State or any political subdivision or
any entity on Contractor, its Subcontractors, AfTiliates and Sharcholders in respect of
Petroleum Operations as of the Effective Date shall be the following;

(i) Rayalty as provided for in Article 10 and 14.16 (a)

(ii) Petroleum income tax in accordance with the provisions of the
Income Tax Law and shall be levied at the rate of thirly five
percent (35%);

(1ii) Additional Qil Entitlement as provided for in Article 10

{(iv) Withholding tax at a rate of fifteen per cent (15%) shall be

deducted from payments by Contractor to a Subcontractor or
AfTiliate in respect of works and services for or in connection
with this Agreement;

(v) Withholding tax at a rate of 8% shall be deducted from
dividends paid to Shareholders;

(vi) Gain/profit arising from the sale, transfer, disposal or
assignment of any interest in this Agreement and sale of assets
shall be subject to tax in accordance with the provisions of the
Income Tax Law;

122 The Ghana income tax law applicable gencrally to individuals who arc not
employed in the petroleum industry shall apply in the same fashion and at the
same rates to employees of Contractor, its Affiliates, and its Subcontractors;
provided, however, that Foreign National Emplovees of Contractor, its
Affiliates, and its Subcontractors, shall be exempted from income tax and
withholding tax liabilities unless they arc resident in Ghana for more than thirty
(30) conlinuous days or sixty (60) days in aggregate in any Calendar Year,

12.3 Payments for rental of Statc property, public lands, or for the provisions of
specific services requested by Contractor from public enterprises; provided,
however, that the rates charged Contractor for such rentals or services shall not

exceed the prevailing rates charged to other members of the public who receive
similar services or rentals;

124 Surface rentals payable to the State pursuant to Section 18 of the Petroleum Law
per square kilometre ol the arca remaining at the beginning of cach Contract
Year as pert of the Contract Area, in the amounts as sct forth below. A
hEl
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- Phase of Operation Surface Rentals Per Annum
Initial Exploration Period US 850 per sq. km.

y First Extension Period LS S100 per sq. km.

g Second Extension Period US $100 per sq. km.
Development & Production Arca US $200 per sq. km,

-

These rentals shall be pro-rated where the beginning of a period and the end of a

period, or the creation of a Development and Production Area occurs during the
course of a Calendar Year,

125 Taxcs, duties, fees or other imposts of a minor nature.

126 Contractor shall not be ligble for any export tax on Petroleum exported from
Ghana, and no duty or other charge shal] be levied on such exports, Vessels or
other means of transport used in the export of Contractor’s Petroleum from

Ghana shall not be liable for any tax, duty, or other charge by reason of their use
for that purpose,

12.7 Subject to the local purchase obligations hercunder, Contractor and
Subcontractors may import into Ghana all plant, equipment and materials 1o be
used solely and exclusively in the conduct of Petroleum Operations withoul

payment of customs and other dutics and taxes on imports save minor
administrative charges;

PROVIDED THAT:

a) GNPC shall have the right of first refusal for any item imported duty
free under this Article which is later sold in Ghana; and

b) where GNPC does not exercise its right of purchase, Contructor,
Affiliates, and Subcontractors may sell 1o any other person subject to
the relevant law in cffect and as amended from time to time:

12.8  Contractor shall not be liable to pay VAT in respect of plant, equipment. and
materials, and related services supplied in Ghana, to be used solely and
exclusively in the conduct of Petroleum Operations;

129 Foreign National Emplovees of Contractor or its Affiliates, and of its
Subcontructors. shall be permitted to import into Ghana free of import duty.
their personal and household cffects in accordance with Section 22.7 of the
Ghana National Petroleum Corporation Law 1983 (PNDCL 64): provided,

however, that no property imported by such employee shall be resold by such
employee in Ghana except in aceordance with Article 12.7;

12,10 Subject v GNPC's rights under Article 19, Contractor, Subcontraciors, and
Foreign National Employees shall have the right to export from Ghana all items V
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imported duty free, Such exponts shall be exempt from all customs and other
duties, taxes, fees, and charges on exports save minor administrative charges;

12.11 Subject to guidelines to be issued by the Minister, the Contractor shall mukc
contributions to a decommission fund based on the estimated costs of
abandonment in proportion to its Participating Interest. Such contribution shall
be allowed as deduction from assessable income from the year of assessment the
contributions commenced. In the ycar of assessment in respect of which
decommission has bcen completed in accordance with an approved
decommission plan, the surplus fund shall be treated as chargeable income and
subject to tax. The amount left after tax shall be subject w Additional Ol
Entitlement (AOE) at the highest rute at which the Contractor paid AOE during
the period of contributions to the relevant decommission fund. Any surplus after
payment of the tax and AOE shall revert to the Contractor;

12,12 It is the intent of the Parties that payments by Contractor of tax levied by the
[ncome Tax Law or any other tax imposed on Contractor qualify as creditable
against the income tax liability of each company comprising Contractor in its
Jurisdiction, Should the fiscal authority involved determine that the Income Tax
Law does not impose a creditable tax, the Parties agree to negotiate in good faith
with a view to establishing a creditable tax on the precondition that no adverse
effect should occur to the ¢conomic rights of GNPC or the State.

12.13 All tax retums prepared and payments made by Contractor and its Affiliates or

Subcontractors, and Foreign National Employees thereof, shall be in United
States Dollars. {§



ARTICLE 13

FOREIGN EXCHANGE TRANSACTIONS

13.1

134

13.6

Foreign currency abtained from or relating to any transaction in Petroleum
under this Agreement shall be governed by the Foreign Exchange Act.

Contractor shall, for the purpose of this Agreement, be entitled to receive, remit
with notice to the Bank of Ghana, keep and utilise freely abroad all the foreign
currency obtained from the sales of the Petrolcum assigned to it by this
Agreement or purchased hercunder, or from transfers, as well as its own
capital. receipts from loans and in gencral all assets thereby acquired abroad.
Upon making adequate arrangements with regard to its commitment 1o conduct

Petroleum Operations, Contractor shall be free to dispose of this foreign
currency or asscts as it deems fit.

Contractor shall have the right to open and maintain in Ghana, bank accounts in
foreign currency and Ghanaian currency. No restriction shall be made on the
import by Contractor in an authorised manner of funds assigned to the
performance of the Petroleurn Operations and Contractor shall he entitled to
purchase Ghanaian currency, US dollars or other forcign currencies, through
authorised means, without discrimination, at the prevailing rate of exchange.

Contractor shall be entitled to convert into foreign currencics of its choice
funds imported by Contractor for the Petroleum Operations and held in Ghana
which cxcceds its local requirements at the prevailing rate of exchange referred
to in Article 13.3 and remit and retain such foreign currencies outside Ghana.

[n the event of resale by Contractor or its Affiliate of Crude Oil purchased from
the State or GNPC, the State or GNPC shall have the right to request payment
for such sales of its share of production to Contractor or its Affiliate to be held

in the foreign currency in which the resale transaction took place or in United
States Dollars.

Contractor shall have the right to make direct payments outside of Ghana from
its home offices abroad, and elsewhere, (o its Forcign National Employees, and
to those of its Subcontractors and suppliers “not resident in Ghana’ (as defined
in the Income Tax Law) for wages, salarics, purchases of goods and
performance of services, whether imported into Ghana or supplied or
performed therein for Petrolcum Operations carried out hereunder, in
accordance with the provisions of this Agrecment, in respect of services
performed within the framework of this Agreemcnt, and such payments shall
be considercd as part of the costs incurred in Petroleum Operations. In the

event ol any changes in the location of Contractor’s home or other offices.
Contractor shall so notify GNPC and the State.



13.7  All payments which this Agreement obligates Contractor to make to GNPC or

the State, including income taxes, shall be made in United States Dollars,
except as requested otherwise pursuant to Article 13.5 above. All payments
shall be made by appropriate means of wire transfer in immediately available
funds to a bank accaunt in Ghana open in the name and to the benefit of GNPC
or the Statcand reasonably accessible to Contractor by way of it being able to
receive payments made by Contractor and give a confirmation of receipt
thereof, or in such other manner as may be mutually agreed.

13.8 All payments which this Agreement obligates GNPC or the State to make to

Contractor shall be made in United States Dollars. All payments shall be made
by electronic transfer {or in such other manner as may be mutually agreed) in
immediately available funds to a bank to be designated by Contractor, and

reasonably accessible 10 GNPC or the State and give confirmation of receipt-

thereof.
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ARTICLE 14

JPART I - GENERAL '

All Natural Gas produced hy Contractor in association with GNPC under this
Agreement shall be subject to the terms of Article 14 of this Agreement,

141 Contractor shall have the right to use Natural Gas produced from any
Development and Production Area for Petroleum Operations within the

Contract Arca such as reinjection for pressure maintenance and/or power
generation at no cost,

142 Contractor shall not flare nor vent Natura) Gas except:
a) to the extent provided for in an approved Development Plan;
b} during production testing operations;

c) when required for operational safety and the safery of persons

engaged in Petroleum Operations in accordance with International
Best Oil Field Practice; or

d) as otherwise authorised by the Minister.

143 Contractor shall have the right (o extract and dispose of liquid hydrocarbons
pursuant to the provisions of this Agreement relating to Crude Oil. Residual
Natural Gas remaining after the extraction of liquid hydrocarbons is subject to
the provisions of this Article 14,

PARTII - ASSOCIATED GAS

14.4 The Development Plan of each Development and Production Area shall include
u plan of utilization for Associated Gas.

14.5 If Contractor considers that production, processing and utilisation of
Associated Gas from any Development and Production Area is not required for
Petroleum Operations and/or non-economic for sale, GNPC or any State
appointed sgency, body or Subcontractor shall have the option to oMake
Contractor’s share of such Associated Gas at the outlet flange of the gas-ail
separator on the Crude (il production facility, at its sole risk and expense for
its own use by paying to Contractor a nominal price of USS0,0001 per MMbtu.
GNPC and Contractor shall work together w develop the appropriate interface
between Gas infrastructure owned by the State and/or GNPC and Contractor's
proposed Development Plan and to that end shall include:

|
|

I

|
~
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a) 4 statement of the facilitics necessary for the delivery to GNPC (or

any State appointed agency, body, or Subcontractor) of such
Associated Gas;

b) a plan for the reinjection of Associated Gas into the reservoir if
necded for pressure support;

<) a plan for any other utilization; and
d) a plan for power-generation.

14.6  The decision of GNPC as to whether or not to exercise the option provided for
in Article 14.5 shall be made in a timely manner. [n making such decision
and in its subsequent conduct, GNPC shall avoid the prevention of or dclay to
the orderly start up or continuation of the production of Crude Oi] as
envisaged in the approved Development Plan.

14.7 [NOT USED]

148 [f GNPC (or any State appointed agency, body. or Subcontractor) elects to
offtake Associated Gas under Article 14.5 above, GNPC shall be responsible

for any additional facilitics needed for the delivery of the Associated Gas to
GNPC, provided that:

a) if Contractor subsequently wishes to participate in GNPC's gas
utilisation programme, it shall reimburse GNPC for the costs of such
facilities plus a premium of three hundred percent (300%) of costs: or

b) if Contractor subsequently develops a gas utilisation programme and
requires the use of GNPC's gas facilitics, Contractor shall pay GNPC
an agreed fee for such use,

If Contractor considers that it may be economic to produce Associated Gas for

sale, the provision of Article 14.14, and Part IV below shall apply as to such
Associated Gas, '

PART III - NON-ASSOCIATED GAS

14.9 Contractor shall have the right 0 commercialize a Discovery of Non-
Assaciated Gas in the Contract Area in accordance with the pravisions of this
Agreement. Except as otherwisc provided in this Agrecement, the terms

applicable w u Discovery as provided under Article 8 of this Agreement shall
apply lo a Discovery of Non-Associated Gas.

14.10 Where Contractor submits notice pursuant to Article R.2 or Arlicle 8.20
indicating that the Discovery docs not at that time merit Appraisal but may
merit Appraisal or additional evaluation at a later date during the Exploration
Period or during the initial period under a new Agreement made pursuant 1o

9
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Article 14.17 below, then Conlractor need not submit a Proposcd Appraisal
Programme at that time hut instead shall indicate to the Petroleum Commission
what ather studies or evaluations (in accordance with a definite time-table) may
be warranted before an Appraisal Programme is undertaken,  Where
Contractor's Notice indicates that the Discovery will not mernit Appraisal at any
time during the Exploration Period or during the initial period under a new
Agreement made pursuant to Article 14.17, then Contractor shall relinquish the
rights to the Non-Assaciated Gas within that Discovery Arca.

14.11 Not later than on¢ hundred twenty (120) days from the datec on which the
Appraisal Programme relating to a Discovery is concluded, Contractor shall
submit to the Minister and Pctroleum Commission a report containing the
results of thc Appraisal Programme {(the (“Appraisal Report™). The Appraisal
Report may conclude that the Discovery merits commercial assessment. If the
Appraisal Report concludes that the Discovery merits commercial assessment,
Contractor shall submit to the Minister and Petroleum Commission within
thirty (30) days from the date of submission of thc Appraisal Report, a
programme incorporating a specific timetable for conducting such commercial
assessment for approval by the Minister for a period of up to three (3) ycars, as
the Contractor deems appropriate. If the Minister approves this programme,
such commercial assessment shall be conducted within the Exploration Period
and, if applicable, during the initial period under a new petroleum agreement
made pursuant to Article 14,17 on terms not less favourable to Contractor than
this Agreement. Notwithstanding the above, the Minister may approve the
conduct of other studics or evaluation, in accordance with a specific timetable,
which may be waranted before a commercial assessment is undertaken,
Notwithstanding the above, Contractor may also notify the Minister that
commercial assessment of the Discovery is not warranted at that time but the
Discovery may merit such assessmenl at a later date during the Exploration
Period or during the initial period under a new petroleum agreement made
pursuant to Article 14.17 as referred to herein.

14.12 The purpose of the commercial assessment shall be to study the uses to which
production from the Discovery Area separately can be devoted and to what
extent such uses involve exports or domestic utilization. As part of the
assessment, the Partics shall also pursue discussions on the required contractual
arrangements for marketing and sale of the Natural Gas to potential purchasers,
cansumers, infrastructure owners and GNPC. Contactor may undertake the Gas
commeércialization project at a level that will facilitate the achievement of the

Contractor’s rate of return, and shall use the State’s pas infrastructure if
available.

14.13 Contractor may consult with the Minister and GNPC and may make
appropriate representations proposing changes in the fiscal and other provisions
of this Agreement which may. in the opinion of Contractor, affect the above
determinations made pursuant to Articles 14.10 and 83. The Minister and



GNPC may, where feasible and in the best interests of the Parties, agree to
make such changes or modifications in the cxisting arrangements.

PART IV-NATURAL GAS PROJECTS

14,14 If at any time during thc commercial assessment Contractor informs the
Minister in writing that the Discovery can be produced commercially, it shall
within one hundred cighty (180) days submit to the Minister and to GNPC its
proposals for an agreement relating to the Development of the Discovery on
the principles set forth in this Part 1V of Article 14. The Statc and GNPC
undertake on receipt of such notice to negotiate in good faith with Contractor
with & view to reaching agreement on terms for such production. Any such
agreement will be based on terms and fiscal requirements which shall be no
less favourable to Contractor than those provided for in Article 10 and

Article ! | and which take full account of the legitimate interest of the State as
the resource owner.

14.15 If at any time during the commercial assessment Contractor has identified a
domestic market for the reserves of Non-Associated Gas or any part thereof,
the Parties shall proceed in good faith to negotiate the appropriate contractual
arrangements for the sale of the Natural Gas.

14.16 In the event of a Discovery of Natural Gas in the Contract Area which is to be
developed and commercially produced, the provisions of this Agreement in
respect to interests, rights and obligations of the Parties regarding Crude Oil
shall apply to Natural Gas, with the necessary changes in points of detail,
except with respect to specific provisions in this Agreement concerning
Natural Gas and different or additional provisions concerning Natural Gas
which may be agreed by the Parties in the future.

a) The system for the allocation of Natural Gas among the Partics
shall follow the same general format as Article 1.1 provides for
Crude Oil, with the exception that the royalty to be delivered to the
State on Natural Gas shall be at the rate of seven point five percent
(7.5%) of the annual Gross Production of Natural Gas,

b)  The Parties recognise that projects for the Development and
Production of Natural Gas are penerally long-lerm in nature for
both the project developers and the customers who purchase the
Natural Gas. Substantial investments and dedication of facilities
require long-term commitments on both sides. This Agreement,
being for a specific term of ycars, may not cover the length of time
for which customers in given cases will require commitments on
the part of the Parties to this Agreement to deliver their respective
shares of the output. Accordingly thc Partics agree to consider
undertaking such commitments where reasonably required for the
efficient and viable development of a Natural Gas project, It is hrrL
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14.17

d)

b)

c)

recognised that, unless otherwise agreed by the Parties hereto,
Contractor will have no right or interest in the project or the
Natural Gas produced and delivered afler the term of this
Agreement has expired,

In the event that Contractor or an Affiliate, by mutual agreement
with GNPC and the State, constructs facilitics to receive Natural
Gas from the Development and Production Arca for further
processing or for use as a feedstock or fuel in order to convert such
a Natural Gas into one or more commenrcially marketable products,

the Co

ntractor shall be entitled to pay GNPC or the State for such

gas the price, il any, paid by the State or GNPC under Article

14.15

The Parties will consider collaboration in obtaining any common
external financing available for Natural Gas production
possibilities, including project financing: however, each Party shall
remain free o finance externally its share of such facilities to the
extent it prefers to do so.

Where

Contractor has, during the continuance of the Exploration

Period, made a Discovery of Non-Associated Gas but has not,

before

to be a Commercial Discovery, the State and GNPC will, if

the end of the Exploration Period, declared that Discovery

Contractor so requests, enter into a new petroleum agreement with

Contractor in respect of the Discovery Arca to which that
Discovery relates,

The State and GNPC shall not be under any obligation to enter into

an a new petroleum agreement pursuant to Article 14.17(a) unless
before the end of the Fxploration Period, Contractor has carried out
an Appraisal Programme in respect of that Discovery pursuant to
Article 14.9 and submitted to the Petroleum Commission a report

thereon pursuant to Article 14.11, or has commenced an Appraisal

Programme and has notified the Petroleum Commission of

reasonable arrangements to undertake and complete such an

Appraisal Programme during the period provided for in 14.17(c)(i)

below:

A mew petroleum agrecment entered into pursuant to Article
14.17(a):

L) shall. unless the Discovery in respect of which the

Agreement has been made is declared by Contractor to be a
Commercial Discovery, continue in force for an initial
period not exceeding three (3) years;

-
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d)

ii)  shall in the event that the Discovery is declared by
Contractor to be a Commercial Discavery:

I.  continue in forcc for an aggregatc period nat
exceeding twenty-five (25) vears:

2 include, or be deemed to include, all the provisions
which, mutatis mutandis. would have applied 0 a
Commercial Discovery of Non-Associated Gas
pursuant to Article 14,16 if Contractor had declared

such Discovery to be a Commercial Discovery under
this Agreement;

iii)  shall contain in respect of the initial period or of any
renewal period, details of the evaluations or studies (in
accordance with a specific timetable) which Contractor
proposes to undertake in order to determine or keep under
review the commerciality of the Discovery,

iv)  Shall confer on GNPC pre-emplive rights in respect of the
Gas contained in the reservoir to which the Discovery
relates substantially in the form of the provisions hereinafter
set out in Article 14.17(e).

Where Contractor has not, before the end of the Initial Exploration
Period declared the Discovery to be commercial and the Minister
has, in his discretion, determined that further evaluation or studies
may be required before the Discovery can be declared a
Commercial Discovery, the right of Contractor to retain the
Discovery Area shall continue for a further period not exceeding,
in the ageregate, three (3) years. The right of Contractor to retain
the Discovery Area aforesaid shall be secured by the rencwal of the
new petroleum agreement referred to in Article 14.17(a) or where
necessary by a new Agreement entered into by the Parties for that
purpase.

Where Contractor has not declared the Discovery to be a
Commercial Discovery, if GNPC has identified a market for the
Gas contained in the reservoir to which the Discovery relates, or
any part thereof, it may at any time during the initial period or the
aggregate period referred o in 14.17(d) above, serve on Contractor
a notice giving particulars of the quantities of Gas required w scrve
that market and the pricc offered; and on the basis of the procedure
detailed in Article 9. exervise thc right referred 1o in Article
14.17{c)(iv) above.

i) Within three (3) Months from the receipt of a notice as
aloresaid, Contractor may declarc the Discovery to be a



Commercial Discovery and in” accordance with the
Apreement and the Petroleum Law prepare and submit to
the Minister a Development Plan for the production of the
Gas in association with GNPC.

[f Contractor has not, within the period of three {3) Months
aforcsaid, declared the Discovery to be a Commercial
Discovery, GNPC may at its sole risk and expense, develop
the Discovery and in that event the Contractor shall cease to
have any rights in respect of the Gas in the reservoir
requircd for that purpose.

14.18 For the purpose of calculating the State’s seven point five percent (7.5%)
royalty share on Natural Gas, if the State elects to take its royalty on Natural
Gas in cash, the value of such Natural Gas shall be the actual realized price
received by the Contractor, less transportation, compression, and marketing
costs which shall be in accordance with the principles indicated in Article 11. NIL



ARTICLE 15

DOMESTIC SUPPLY REQUIREMENTS (CRUDE OIL)

I5.1  Crude Oil for Consumption (as defined in Articlc 15.4) in Ghana called the
“Domestic Supply Requirement™ shall be supplied, to the extent possible, by
the State and GNPC from their respective entitlements under this Agreement
and under any other contract for the production of Crude Oil in Ghana.

152 Contractor shall be obliged together with any third parties which produce
Crude Oil in Ghana, to supply a volume of Crude Oil to be used for Domestic
Supply Requirements, calculated on the basis of the ratio of Contractor's
entitlement to Crude Oil under Article 10.1(c) to the sum of the similar
entitlements of all such third parties. For the purposes of meeting this
obligation, the State shall provide three (3) Months’notice to the Contractor,
except that where Contractor has entered into pre-existing contractual
obligations the State shall provide twelve (12) Months' notice. The Domestic

Supply Requirement shall not exceed the total of Contractor’s said entitlement
under this Agreement.

15.3 The State shall purchase any Crude Oil supplied by Contractor pursuant to this
Article 15 at the Market Price determined under Article 11.7 for the Month of
delivery, and the State shall pay such prices in accordance with Article 13.18
within thirty (30) days after reccipt of invoice, failing which Contractor’s
obligations in respect of the Domestic Supply Requirement under this
Article 15 shall be suspended until payment is made good, at which time
deliveries shall be resumed subject to (i) any alternative commitments that
may have been reasonably entered into by Contractor to dispose of the
Domestic Supply Requirement Crude Oil during the period of default in
payment, and (ii) the provision by GNPC of such security as may be
reasonably acceptable to the Contractor in order to cover GNPC's payment

obligations under this Article 15.3 as well as any already existing outstanding
balance.

154 The caleulation of the Domestic Supply Requirement shall be done on a
Calendar Ycear basis, broken down hy Month. The calculation shall begin
with the determination of the quantities of Crude Oil required for
Consumption in Ghana in cach relevant Month (the “Monthly Domestic
Consumption™) during the applicable Calendar Year. “Consumption” shall
consist of the total Crude Oil consumed in Ghana, Crude Oil processed in
Ghana, and the Crude Oil equivalent of Crude Oil derived Products imported
for consumption in Ghana.



ARTICLE 16

INFORMATION AND REPORTS: CONFIDENTIALITY

16.1  Contractor shall keep the Petroleum Commission and GNPC regularly and
fully informed of operations being carried out by Contractor under this
Agreement and provide the Petroleum Commission and GNPC with all
information, data (film, paper and digital forms), samples, interpretations and
reports (including progress and completion reports) including but not limited

to the following:

#)  processed seismic data and interpretations thereof’

b) well data, including but not limited o electric logs and other
wireline surveys, and mud logging reports and logs, oil or
hydrocarbon samples, samples of cuttings and cores and analysecs
made therefrom;

c) uny reports prepared from drilling data or geological or
geophysical data, including maps or illustrations derived
therefrom;

d) well testing and well completion reports;

e) reports dealing with location surveys, seabed conditions and
seaflloor hazards and any other reports dealing with well, platform
or pipeline lacations;

) reservoir investigations and estimates rcgarding reserves, field
limits and economic evaluations relating to future operations;

g}  daily, weekly. monthly and other regular reports on Petroleum
Operations;

h)  comprehensive final reports upon the completion of each speeific
project or operation;

)] contingency programmes and reparts on safety and accidents;

1) procurement plans, subcontracts and contracts for the provision of
services to Contractor: and

k)  for such subcontracts and contracts for the provision of services to

Contractor;
1) bid documents and their evaluation reports; and

if)  astatement showing the values, cxecuting companies, award
and complction dates.



Data shall be provided on film, paper and in digital format as available in an
acceplable format to the Petroleum Commission and GNPC. In respect of the
reports, including text and graphics, paper and digital copies shall be submitted.

162 Contractor shall have the right to retain for its own use in connection with the
conduct of Petroleum Operations under this Agreement copies of data, well
logs, maps, magnetic tapes, other geological and geaphysical information,

portions of core samples and copies of reparts, studies and analyses, referred
to in Article 16.1.

16.3 Not later than ninety (90) days following the end of each Calendar Year,
Contractor shall submit to the Petroleum Commission and GNPC a report
covering Petroleum Operations performed in the Contract Area during such
Calendar Year. Such report shall include, but not be limited to:

a)

b)

d)

€)

a statement of the number of Exploration Wells, Appraisal Wells
and Development Wells drilled, the depth of each such well, and a
map on which drilling locations are indicated;

a statement of any Petroleum encountered during Petroleum
Operations, as well as a statement of any fresh water lavers
encountered and of any other minerals discovered;

a statement of the quantity of Petroleum produced and of all other
minerals produced therewith from the same reservoir or deposit;

a summary of the nature and extent of all Exploration activities in
the Contract Area:

a general summary of all Petroleum Operations in the Contract
Area; and

a statement of the number of employees cngaged in Petroleum
Operations in Ghana, identificd as Ghanaian or non-Ghanaian.
Contractor will inform the latier that details as to nationality are
required by GNPC and that Contractor is available to assist them to
supply that information.

164 All data, information and reports including interpretation and analysis supplicd
by Contractor pursuant to this Agreement (“Data”) shall be treated as
confidential by the Partics and shall not be disclosed by Contractor to any
other person without the express written consent of GNPC, such consent not
to be unreasonably withheld. [Ilowever, subject to Article 16.6 and prior

written notice to Contractor , GNPC may disclose Data to any other person,

16.5 Data may be disclosed by :

a)

the State:

Kw‘»



or

or

b)

c)

i) 1o any agency of the Statc or to any advisor or consualtant 1o
GNPC or the State;

ii) 1o applicants seeking to obtuin a petroleum agreement in
respeet of any open acrcage adjacent to the Contract Areg;

provided, in each case, Contractor receives reasonahle prior
notice of such disclosure;

Caontractor;
i) to its Affiliates, advisers or consultants:

i) 0 a bona fide potential assipnee of all or part of
Contractor's interest provided that with respect 10 a bona
fide assignee of Contractor's interest, GNPC is given prior
notice of such potential assignee, and subject to approval of
the Siate and GNPC for the disclosure (not to be
unrcasonably denied or delayed);

iii) 1o banks or other lending institutions for the purpose of

seeking cxternal financing of costs of the Petroleum
Operations;

iv) 10 non-Affiliates who shall provide services for the
Petroleum Operations, including Subcontractors, vendors
and other service contractors, where this is essential for their

provision of such services, and provided GNPC is notified
about such disclosure;

v) lo govermmental agencics for obtaining necessary rulings,
permits, licenses and approvals, or as may be required by
applicable law or stock exchange, accounting or reporting
pructices, and provided GNPC is given prior notice of such
disclasure;

any Party:

i) to the extent necessary in any Arbitration Proceedings or

praceedings before a Sole Expert or in proceedings before
any courtt;

ii)  with respect to Data. which already through, no fault of 1
disclosing Party is in the public domain,



16.6  Any Party disclosing information or providing Data to any third party under
this Article shall require such persons to observe the confidentiulity of such

Data by execuling & confidentiality agreement in the form attached hereto as
Annex 3.

16.7 Public statements and press releases regarding the Petroleum Operations
undertaken under this Agreement (“Releases™) shall be issued jointly by the
Contractor and GNPC, and the Parties shall agree on the timing and wording
of such Releases to the public, cxcept where a Party is requircd to make a
Release under the applicable laws, rules or regulations of any government,
legal proceedings or a stock exchange having jurisdiction over such Party or
any of its AfTiliates; in which event, such Party shall inform the other Party
with a reasonably prior notice of such requirement and submit the text of the
proposed Release for comments to be agreed by the Contractor and GNPC
within timeframe allowing to make a Release as may be required,

6.8 Subject in all cases to the terms of any technical services agreements, all
Intellectual Property Rights made, developed or conceived directly in
connection with conducting Petroleum Operations either through a Contractor
Party’s employeces, contractors (including the Contractor Parties),
Subcontractors, secondees, GNPC's employees or otherwise to which such
Contractor Party or GNPC, as the case may be, would otherwise have
ownership rights and entitlements, shall he jointly owned in equal and
undivided shares by GNPC and Contractor ("Joint Intellectual Property
Rights").

169 GNPC grants to the Contractor a sole, imevocable, royalty-free, worldwide
licence (including the right to sub-licence) in any Joint Tntellectual Property
Rights, including the right 10 use and exploit such Joint Intellectual Property
Rights for the purposes of the exploration and production of petroleum,
including for fulfilling the terms of this Agreement.

16.10 Contractor grants to the GNPC a sole, imevocable, royalty-free, worldwide
licence (including the right to sub-licence) in any Joint Intellectual Property
Rights, including the right to use and ¢xploit such Joint Intellectual Property
Rights for the purposes of exploration and production of petroleum, including
for fulfilling the terms of this Agreement.

16.11 Any revenue generated from the sub-licensing of Joint Intellectual Property
Rights by either GNPC or Contractor to a third party (non-Affiliate) under this
Article 16.8 shall be shared equally between GNPC and Contractor.

16.12 Notwithstanding any provision to the contrary in this Apreement, if a
Contractor Party or an Affiliate of a Contractor Party has used its own
confidential information, proprietary intellcctual property or technology in
Petroleum Operations then, subject to GNIPC (or its sucoessors or permitted
assignees) entering into a usual and customary non-disclosure and licensing



agreement (which such agreement shall be on lerms that are commercially
reasonable under the circumstances). such Contractor Party or its Affihate
shall provide GNPC (or its successors or pernmifted assignees) with rights to
use such confidential information, proprietary intellectual property or
technology in other operations of GNPC (or its successors or permilled
assignees) in Ghana; provided that GNPC's usc of such confidential
information, proprictary intellectual property or technology (a) within the
Contract Area shall be free of charge, and (b) outside of the Contract Area
shall be subject to a licensing fee in an amount mutually agreed between
GNPC and such Contractor Party. The terms and conditions of the foregoing
rights will be provided for in scparate agreements to he agreed between
GNPC (or its successors or permitted assipnees) and such Contractor Parly or
its relevant Affiliate.  Further, GNPC (or its successors or permitted
assignees) ardd such Contractor Party or its relevant Affiliate will enter into a
usual and customary confidentiality agreement relating to confidential
information disclosed to GNPC (or its successors or permitted assignees)
pursuant to any such licensing agreements, which confidentiality agreement
shall restrict, inter alia, GNPC {or its successors or permitted assignees) from
making disclosure of such information to such Contractor Party's oil and gas
industry competitors.

e 7.4}%»



ARTICLE 17

INSPECTION. SAFETY AND ENVIRONMENTAL PROTECTION

[7.1  GNPC shall have the right of acccss to all sites and offices of Contractor and
the right to inspect all buildings and installations used by Contractor relating
to Petroleum Opcrations. Such inspections and audits shall take place in
consultation with Contractor and at such times and in such manner as to not
urduly interfere with the normal operations of Contractor,

17.2  Contractor shall take all necessary steps, in accordance with Intemnational Best
Oil Field Pructice, to perform activities pursuant to the Agreement in a safe
manner and shall comply with all requirements of applicable law, including
labour, health, safety and environmental laws and regulations issued by the
Environmental Protection Agency of Ghana and other relevan! State agencies.

17.3  Contractor shall provide an eflective and safe system for disposal of water and
waste oil, 0il based mud and cuttings in accordance with applicable laws and
International Best Oil Field Practice, and shall provide for the safe completion
or abandonment of all boreholes and wells.

17.4 Contractor shall exercise its rights and carry out its responsibilities under this
Agreement in accordance International Best Qil Field Practice, and shall take
steps in such manner as to:

a) result in minimum ccological damage or destruction;

b)  control the flow and prevent the escape or the avoidable waste of
Petroleum discovered in or praduced from the Contract Area:

c) prevent damage to Petroleum-bearing strata;

d)  prevent the entrance of water through boreholes and wells to

Petrolcum-bearing strata, except for the purpose of sccondary
rECOVETY:

€) prevent damage to onshore lands and to trees, crops, buildings or
other structures; and

f) avoid any actions which would endanger the health or safety of
PETSONS,

17.5 In the event of a release of Petrolcum or other materials on the seabed, in the
sew, an land or in fresh water, or if Contractor’s operations result in any other
form of poliution or othcrwise cause harm to fresh water, marine, plant or
animal life, Contractor shall. in accordance with applicable laws and
International Best Oil Field Practice, promptly take all necessary measures. in
accordance with International Best Oil Field Practice to contral the pollution, w



to cican up Petroleum or other released material, or to repair, 1o the maximum
exlent feasible, damage resulting from any such circumstances. If such rclcase
or pollution results from the Gross Negligence of: (i) Contractor; (i) any of
Contractor’s Affiliates; or (iii) a Subcontractor, the cost of subcontract clean-

up and repair activitics shall be borne hy Contractor and shall nat be included
as Petroleum Cost under this Agreement.

I7.6 Contractor shall notify GNPC immediately in the event of any cmergency or

major accident or major release of materials into the environment (and
prompily in the cvent of any other accident or release of materials into the
environment) and shall takc such action as may be prescribed by GNPC's
cmergency procedures and by International Best Qil Field Practice,

17.7 I Contractor does not act promptly so as to control, clean up or repair any

pollution or damage, GNPC may, after giving Contractor reasonable notice in
the circumstances, take any actions which are necessary, in accordance with
applicable laws and International Best Qil Field Practice and the reasonable
costs and expenses of such actions shall be borne by Contractor and shall,
subject w Article 17.5 be included as Petroleum Costs,

v



ARTICLE 18

ACCOUNTING AND AUDITING

8.1

18.2

18.3

18.4

18.6

Contractor shall maintain, at its officc in Ghana. books of account and
supporting records in the manner required by applicable law and accepted
accounting principles generally used in the international petroleum industry
and shall file rcpoms, tax retums and any other documents and any other
financial returns which are required by applicable law.

In addition to the books and reports required by Article 18.1 Contractor shall
maintain, at its ofTice in Ghana, a set of accounts and records relating to
Petroleum Operations under this Agreement. Such accounts shall be kept in
accordance with the requircments of the applicable law and accepled
accounting principles generally used in the international Petroleum industry.

The accounts required by Articles 18.1 and 18.2 shall be kept in United States
Dollars or such other currency as GNPC and Contractor may agree.

Contractor will provide GNPC with quarterly and annual financial statements
and summaries of the Petroleum Costs incurred under this Agrcement.

GNPC shall review all financial statements submitted by the Contractor as
required by this Agreement, and shall signify its provisional approval or
disapproval of such statements in writing within a hundred and twenty (120)
days of receipt, failing which the financial statements as submitted by
Contractor shall be deemed approved by GNPC; in the cvent that GNPC
indicates disapproval of any such statement, the Parties shall meet within

fifteen (15) days of Contractor’s receipt of the notice of disapproval to review
the matter,

Notwithstanding any provisional approval pursuant o Article 18.5, GNPC shall
have the right and upon giving reasonable notice in writing to Contractor to
audit, at its sole expense the books and accounts of Contractor relating to
Petroleum Operations. GNPC shall not, in carrying out such audit, interfere
unreasonably with the conduct of Petroleum Operations. Any such audit shall
be undertaken hy an indcpendent auditing firm and shall be completed not
later than nine (9) Months after commencement, provided that GNPC shall
submit the final audit report (and relevant exceptions) to Contractor not later
than 30 days following the completion of the audit. Contractor shall provide
all necessary facilities for auditors appointed hereunder by GNPC including

working spacc and timely access 1w all relevant personnel, records, files and
other materials.

I GNPC desires verification of charges from an Affiliate, Contractor shall, at
GNPC’s sole expense, obtain for GNPC ar its representatives. an audit

certificate for this purpose from the statutory auditors of the Afﬂliate;.QrJ-



concerned. Copies of audit reports shall be provided to the Contractor and
GNPC. Any unresolved audit claim resulting from such audit, upon which
Contractor and GNPC. are unable to agree shall be submitted to the TMC for
decision which must he unanimous. In the event that a unanimous decision is
nol reached in respect of any audit claim, then such unresolved audit claim
shall he submitted for resolution in accordance with Article 24. Subject to
any adjustments resulting from such audits, Contractor's accounts and
financial statements shall he considered to be correet on expiry of a period of
two (2) years from the date of their submission unless before the expiry of
such two (2) vear period GNPC has notified Contractor of any exceptions to
such accounts and statements.

18.7 Nothing in this Article shall be read or construed as placing a limit on GNPC’s

aceess to Contractor's baoks and accounts in respect of matters arising under
Article 23.3(a).

188 In the event of any changes in location of Operator’s home office, Operator
shall so notify GNPC and the State.

18.9  Pewoleum Costs incurred with respect 1o the Contract Area shall have no
bearing on allowable or non-allowahle costs under any other contract area or
Contractor’s eligibility or otherwise for deductions in computing Contractor's
net income from Petroleun Operations for income tax purposes in any other
contract area. Similarly, Petroleum Costs incurred in any other contract arca
shall have no bearing on allowable or non-allowahle costs in respect of the
Contract Area or Contractor’s cligibility or otherwise for deductions in
computing Contractor’s net income from Petroleum Operations for income
tax purposcs in respect of the Contract Area.

v



ARTICLE 19

TITLE TO AND CONTROL OF GOODS AND EQUIPMENT

19.1

19.2

19.3

19.4

GNPC shall be the sole and unconditional owner of*

a) Petrolcum produced and rccovered as a result of Petroleum
Operations, cxcept for such Petroleum as is distributed to the State
and to Contractor pursuant to Article 10 or Article 14 hercof,

h) all physical assets other than those to which Article 19.3 or 19.4
apply, which are purchascd, installed. constructed or used by
Contractor in Petroleum Operations as from the time that:

i) the full cost thereof has been depreciated and/or recavered
in accordance with the provisions of the Accounting Guide
in Annex 2; or

ii) this Agreement is terminated and Contractor has not
disposed of such assets prior to such termination, whichever
oceurs first.

Contractor shall have the use of the assets referred to in Article 19.1(b) for
purposes of its operations under this Agreement without payment provided that
Contractor shall remain liable for maintenance, insurance and other costs
associated with such use. The Contractor shall usc its best efforts to keep any
such assct in good working condition (subject to normal wear and tear,
Contractor shall indemnify GNPC against all Josses, damages, claims or legal
action directly resulting from Contractor's use of such assets, if and in as far as
such losses, damages, claims or legal actions were dircctly caused by
Contractor’s Gross Negligence or Wilful Misconduct.

Equipment or any other asscts rented or leased by Contractor which is imported
into Ghana for use in Petroleum Operations and subseguently re-exported
therefrom. which is of the type customarily leased for such use in accordance
with International Best Oil Field Practice or which is otherwisc not owned by
Contraclor shall not be transferred to GNPC. No equipment or asscts owned or
leased by a Subcontructor shall by reason of the provisions of this Article 19 be
deemed o he transferred to GNPC.

All assets acquired by Contractor which are not affected by the provisions of
Article 19.1(b) above may, where required for further Petroleum Operations, he
retained by GNPC for such operations provided that GNPC shall thereby be
liable to pay a reasonahle and mutually agreed fee for such use, and shall hear
the cost of repair or replacement upon failure to keep such assets in good



19.5

19.6

working condition (normal wear and tear excepted), and further provided that
Contractor does not require such assets for its Petraleurn Operations.

Subject to Article 19.3, upon the termination of Petroleum Operations in any
arcy, Contractor shall give GNPC the option lo acquire any mavable and
immovable assets used for such Petroleum Operations and not affected hy the
provisions of Article 19.1(b) at a reasonable and mutually agreed price, always
provided that Contractor docs not require such assets for Contractor’s
Petroleum Operations in the Contract Area.

All asscts which are not affected by Article 19.1(b) nor subject to Article 19.4
or 19.5 ebove, and all Subcontractor equipment, may be freely exported by,

Contractor or its Subcontractor, respectively, at its discretion. Q\"L



ARTICLE 20

PURCHASING AND FROCUREMENT

20.1  Subject to all applicable laws, the Contractor, its Sub contractors or other
entities which cooperate with them shall;

a)

b)

acquire materials, equipment, machinery and consumer goods
produced or provided in Ghana by an Indigenous Ghanaian
company satisfying agreed criteria and requirements, and at
prices which are no more than ten percent {10%) higher than
the imported items including transportation and insurance
costs and customs charges due;

contract local services provided by Indigenous Ghanaian
company satisfying agreed criteria and requirements, and
their prices. when subject w the same tax charges, are no

more than ten percent (10%) higher than the prices charged
by foreign contractors for similar services.

20.2  For the purposes of Article 20.1, price comparisons shall be made on a c.i.fl.
Accra delivered hasis.

.



ARTICLE 21

EMPLOYMENT AND TRAINING

21.1

212

In order to contribute o Stale programmes to train Ghanaian personnel for

work in Petrolcum Operations and to promote the development of local
management and technical skills in the petroleum sector Contractor shall pay
o Pelroleum Commission:

a) an amount of US$ twwo Million United States Dallars
(TUS$2,000,000) per Calendar Year from the Elfective Date to he
used for training programmes. The amounts shall be payable within
thirty (30) days afler the beginning of cach Calendar Year,
provided that the sum payable shall be pro rata for any period of
less than a full Calendar Year; and

b)  an amount of US$ five Million United Staes Dollars (US$
5,000,000) to be used for technology support payable once within
thirty (30) days of the Effective Date.

All payments made pursuant to Article 21.1 (a) and (b) abov

Contractor by wire transfer to a designated Petroleum Commisston account Teeee
accordance with this Agreement.

All payments under Article 21.]1 above, shall be considered Petroleum Costs.

21.3 Where qualified Ghanaian personnel arc available for employment in the

conduct of Petroleum Operations, Contractor shall chsure that in the
engagement of personnel it shall as far as reasonably possible provide
opportunitics for the employment of such personnel. For this purpose,
Contractor shall from time to time submit to GNPC an cmployment plan
stating the rcasonably foreseeable number of persons and the required
professions and technical capabilities prior 1o and during the conduct of
Petroleum Operations. GNPC shall be given the opportunity to provide the

qualified personnel for enpagement according to the said plan for
Contractor’s consideration and approval.

21.4  Contractor shall, if so requested by GNPC, provide opportunities for a mutually

215

agreed number of personnel nominated by GNPC ta be scconded for on-the-
job training or attachment in all phases of its Petroleum Operations under a
secandment contract to be mutually agreed prior to such secondment. Such
sccondment contract shall include continuing education and short industry
courses mutually identified as beneficial to the secondee. Costs and other
expenses conneeted with such assignment of GNPC personnel shall be bormne
by the Contractor and considered Petroleum Costs.

Contractor shall regularly provide 1o GNPC information and data relating to

worldwide Petroleum science and technology, Petrolcum economics and B{L

P

D



engineering information - available to Contractor regarding  Petroleum

Operations. other than Contractor’s proprietary or

trade sccrets or information,

data or fechnology subject to thind purty license, and shall assist GNPC
personnel to acquire knowledpe and skills in all aspects of the Petroleum

industry.

21.6  Fxcept as otherwise provided in Articles 21.5 and subject

in all respects

Arlicles 16.4 - 16.6, it is agreed that there will be no disclosure or transfer of

any documents, data, know-how, lechnology or

other information owned or

supplied by Contractor, its Affiliates, or non-AfTiliates, to third parties

without Contractor’s prior written consent
unrcasonably withheld), and then only upon wri
in the form attached hereto as Annex 3.

(such consent not to be
tten agreement substanliallywl"



ARTICLE 22

FORCE MAIEURE

22.1

222

22.3

22.4

22,5

226

The failure of GNPC or a Contractor Party to fulfil any term or condition of
this Agreement, except for the payment of monies. shall he excused if and 1o
the extent that such failure ariscs from Force Majeure, provided that, il the
event is reasonahly foresecable such Party shall have prior thercto taken all
reasonably appropriate precautions and af) reasonable alternative measures with
the objective of carrying out the terms and conditions of this Agreement. Such
Party affected by an event of Force Majeure shall promptly give the other
Parties notice of such event and also of the restoration of normal conditions.

In the event that GNPC or a Contractor Parly is unable wholly or in part to
perform its obligations provided for in the Agreement as a result of such event
of Force Majeure, the Party whose performance of obligations are prevented by
the event of Force Majeure shall immediately but not later than fourteen (14)

days from when such an occurrence becom

es evident give written notice to the

other Parties, including details of such event of Force Majeure and such Party’s
best estimate of the duration of the event of Force Majcure.

Throughout the duration of the event of Force Majeurc, the affected Party shall
report to the other Parties any changes 1o its best estimate of the duration of the
dclay and any significant developments with respect to the event of Force

Majeure.

A Party unable by an event of Force Majeure to perform any obligation

hereunder shall take all reasonable measure

§ 10 remove its inability to fulfill the

terms and conditions of this Agreement with a minimum of delay, and the
Parties shall take all reasonable measures o minimise the consequences of any

event of Force Majeure,

During the duration of an event of Force M

ajeure, each Party shall bear its own

coste grising from the delay in performance under the Agreement and, until the
implementation of the recovery plan described in Article 22.6 below, all such
reasonably incurred costs as will have been previously approved by the JMC as

are required in order to maintain safe and n
he considered Petroleum Costs.

ccessary Petroleum Operations shall

Should the event of Force Majeure continue or once it has occurred be
reasonably expected to last longer than six (6) Months, the Partics agree to
enter into discussion to revicw and sssess the situation with the aim o identify
a proper recovery plan for the future implementation of this Agreement,
mcluding an extension in accordance with Article 22.8 or a modification of the
applicable contractual terms. When a recovery plan is identificd and agreed,

any affected Party’s commitment sche
accordingly,

dule will be considerced rcvised\‘_p.



22.7 The affected Party shall notify the other Partics of the termination of an event

228

229

of Force Majeure in writing within seven (7) days of such termination.

Any period set hercin for the completion by a Party of any act required or
permilicd to be done or rights or benefits to be enjoved under the terms af this
Agreement, shall be extended for a period of time equal w that during which
such Party was unable to perform such actions or enjoy such rights or benefits

as a result of Force Majeure, together with such time as may be required for the
resumplion of Petroleum Opcrations.

Unless otherwise specified herein, GNPC may not claim Force Majeure in
respect of any aclion or provision of the State or any agency of the State, other
than a law, decree or similar act either of a general application or made to
address a specific emergency. In the case that Contractor declares Force
Majeure in respect of an action. omission or provision of the State, GNPC shall
be entitled to elect for the duration of such declaration by Contractor to also be
relieved of substantially the same obligations that Contractor has been relieved
of by its declaration of Force Majeure in respect of such State action. omission
or provision (but only to the extent that GNPC is unable to perform such

omission or provision).

obligations as a result of such Force Majeure in respect of such State uction,\;.



ARTICLE 23

TERM AND TERMINATION

23.1  Suhject to this Article 23, the term of this Agreement shall be twenty five (25)
years cormmencing from the Effective Date,

23.2  Subject to Article 22, Termination of this Agrecment shall resull upon the
accurrence of any of the following:

a)

b)

d)

the relinquishment or surrender by Contractor of the entirc
Contract Area;

the termination of the Exploration Period including extensions
pursuant o Article 3 without notification by Contractor of a
Commercial Discovery pursuant to Article 8 or Article 14, Part 111
in respect of a Discovery of Petrolewn in the Contract Area,
provided however Termination shall not occur while Contractor
has the night to complete the drilling of the well, and, in case of a
Discovery, evaluate such Discavery for Appraisal or determination
ol a Commercial Discovery and/or propose a Development Plan
pursuant to Articles 3.2(a), 3.2(b) 3.2(c) 3.2(d), Article 8 or
Article 14, or once a Development Plan has been approved, nor
when the provisions of Articles 8.11 through 8.22 are applicablc;

if, following & notice that a Discovery is a Commercial Discovery
the Exploration Period terminates under Article 3 without a
Development Plan being approved, provided however that
Termination shall not occur when the provisions of Articles 8.11
through 8.22 are applicable; or

the failure of Contractor through any cause other than Force
Majeure, o commence preparations with respect to Development
Opcrations pursuant to Arlicle 8.13.

233 Subject to Article 22 and pursuant to procedures described in Article 23.4
helow, GNPC and/or the State may tcrminate this Agreement (where
applicable with respect to a specific Contractor Party only) upon the
uncorrected occurrence of any of the events (or failures to act listed) below:

a)

the submission by a Contractor, to GNPC of a written statement
which Contractor knows or reasonably should have known to be
false in a material particular, or the release by a Contractor to any
print or electronic media or to a stock exchange of a written
statement regarding the Petroleum Operations in Ghana in breach
of Article 16.7 and in a form which Contractor knows or should
reasonably have known to be false in a material particular,

provided that in the event of intent on the part of such Contructork,)“



h)

c)

d)

to cause serious damage to GNPC or the State, a period for remedy
of such false statement shall not be given;

the assignment or purported assignment by Contractor of this
Agreement contrary (o the provisions of” Article 25 hereot:

the insolvency or bankruplcy of a Contractor Party, the entry by a
Contractor Party into any agreements or composition with its
creditors, taking advantage of any law for the benefit of debtors or
a Contractor Party’s entry into liquidation, or receivership, whether
compulsory or voluntary, which in itself provides evidence that the
obligations of such Contractor Party hereunder will not be
performed. Provided that the insolvency or bankruptey of one
Contractor Party shall not lead to a termination of the Agreement if
the other Contractor Partics will assume all of the rights and
obligations of the defaulting Contractor Party under this Petroleum
Agreement. [n such a case, GNPC shall have the right to acquire a
share of the interest of the defaulting Contractor Party
proportionate to the total of GNPC’s Initial Interest and Additional
Interest. GNPC may exercise this right by notice to all Contractor
Partics within thirty (30) days following notification of the
insolvency or bankruptcy of the defaulting Contractor Party.
GNPC's writlen notice shall state the percentage share of the
interest of the defaulting Contractor Party which GNPC proposes
to acquire. Lipon exercise by GNPC of its rights pursuant to this
Article 23.3(¢), GNPC or its representative entity shall execute all
apprapriate transfers, assignments, novations and joint opecrating
agreements which were in place as between or among the Parties.
provided further that, if the other Contractor Parties in assuming
the interest of the defaulting Contractor Party elects to assign, the
whole or part of the assumed interest to a third party such
assignment shall be subject 1o GNPC's pre-emptive right under
Article 25.5. For clarity, the interest so acquired by GNPC pursuant
to this Article 23.3(c) shall be a Paying Interest and not receive the
benefits of a GNPC Carried Interest or Additional Interest.

the intentional extraction by Contractor of any material of potential
economic value other than as authoriscd under this Agrecment, or
any applicable law. Where, however, in the course of Petroleum
Operations conducted in accordance with International Best Oil
Field Practice, Contractor unavoidably cxtracts any mincral,

such mincral to the State:

Contractor shall immediately notify the Minister and surrendcr?hr,.k

failure by the Contractor:

B: P
\
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23.5

i) ta Tulfil the Minimum Work Obligations pursuant lo Artcle
4.3: save where the Minister has waived the default;

i) to carry out an Appraisal Programme undertaken by
Contractor pursuant 1o Arlicle 8. unless the Contractor
notifies GNPC and the Pewoleum Commission that the
Appraisal Programme should be amended and submit said

amendment to the Petroleum Commission for its approval;
or

iii) 1o carry out the terms of an approved Development Plan;

)} failure by Contractor to comply with any of its obligations pursuant
10 Articles 7.1(a) - (p) inclusive;

g)  failure by Contractor Party to make any payvment of any sum due to
GNPC ar the State pursuant to this Agreement within thirty (30)
days afier receiving notice that such payment is due;

h) failure by Contractor to comply with any decisions reached as a

result of any arbitration proceedings conducted pursuant to
Article 24 hereof;

i) failure by Contractor to comply with any applicable regulation
and/or the laws of the Republic of Ghana.

If GNPC andfor the State believe an event or failure to act as described in
Article 23.3 above has occurred, a written notice shall be given to Contractor
describing the event or failure. Contractor shall have thirty (30) days from
reeeipt of said notice to commence and pursue remedy of the event or failure
cited in the notice. If after said thirty (30) days Contractor has failed to
commence appropriate remedial action or 1o take other appropriate action
where such breach is technically not capable of remedy. GNPC and/or the State
may then issue a written Notice of Termination to Contractor which shall
become effective thirty (30) days from receipt of said Notice by Contractor
unless Contractor has referred the matter to arbitration in accordance with
Article 24. Tn the event that Contractor disputes whether an event specified in
Article 23.2 or Article 23.3 has occurred or been remedied, Contractor may,
any time up to the effective date of any Notice of Termination, refer the dispute
to arbitration pursuant to Article 24 hereol’ If so referred, GNPC and/or the
Slate may not terminate this Agrcement in respect of such cvent except in
accordance with the terms of any resulting arbitration award as provided for in
Article 24.

Upon Termination of this Agreement, all rights and obligations of Contractor
hercunder shall cease, except for such rights as may at such time have accrucd
and without prejudice to any obligation or liability imposed or incurred under

f a s
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this Agreement prior 1> Termination and to such rights and obligations as the
Parties may have under applicable law.

Notwithstandiog Termination of  this Agreement, Amicle |, Article 2,
Aricle 12, Article 16, Article 18, Article24 and Article 26.1 1o 26.5 and
Article 26.9 |(i) shall survive such Termination. Moreover., any such
Termination shall be without prejudice to rights, dutics and ohligations of any
Party that have accrued prior to Termination and notwithstanding such
Termination, such provisions of this Agreement as are reasonably necessary for
the full enjoyment end enforcement of such accrued rights, duties and
ohligations shall survive such Termination for the period necessary,

Upon Termination of this Agreement or in the event of an assignment of all the

rights of Contractor, all wells and associated facilities shall be left in a state of

good repair in accordunce with applicable laws and Intemnational Best Oil Field
Practice.

v



ARTICLE 24

CONSULTATION, ARBITRATION AND INDEPENDENT EXPERT
*’-‘—___——

241

24.2

243

24.4

24.5

Subject to the prior fulfillment of any procedures specificd in this Agrcement ta
resolve disputes arising hereunder, any dispute arising between the State and
GNFC or either of them on one hand and Contractor on the other hand in
relation to or in connection with or arising out of this Agreement, shall be
resolved by consultation and negotiation among senior personnel authorized by
each. In the event that no agreement is reached within thirty (30) days after the
datc when the State and/or GNPC on the one hand and the Contractor on the
other hand notifies the other that a dispute exists within the meaning of this
Article or such longer period specifically agreed o by the Parties or pravided
elsewhere in this Agreement, any Party shall have the right subject 1o Article
24.10 1o have such dispute setled exclusively through international arbitration
under the auspices of the International Chamber of Commerce (the “ICC") and
adopting the Rules of Arbitration of the International Chamber of Commerce
{the “TCC Rules™) in force on the date on which the proceedings are instituted.
which ICC Rulcs are deemed incorporated by reference into this Article 24,
save as otherwise provided herein.

The failure or refusal to submit to arbitration in accordance with this Article 24
and/or the seeking of any Pre-Award Attachment by any Party shall be deemed
a breach of this Agreement by such Party. In the event of a breach under this
Article by a Party (the “Breaching Party”). each non-breaching Party shall,
without prejudice to any other remedies, be entitled to recover from each
Breaching Party all costs and expenses, including reasonahle attorneys’ fees,
that such non-breaching Party was thereby required to incur

The tribunal shall consist of three (3) arbitrators. The State and/or GNPC on
the one hand and the Contractor on the other hand shall each be entitled to
appoint one (1) arbitrator and those so appointed shall designate a chairman
arbitrator. 1" a Party’s arbitrator andfor the chairman arbitrator is‘are not
appointed within the periods provided in the rules referred to in Atticle 24.1
above, such Party’s arbitrator and/or the chairman arbitrator shall at the request

of any Party to the dispute be appointed by the TCC International Court of
Arbitration in accordance with the [CC Rules,

tNo arbitrator shall be a citizen of the home country of any Party hereto, and

shall have no economic interest in or rclationship with any Party hereto or any
such Party’s ultimate parent company.

I'he seat of the arbitration proceedings shall be in London, FEngland or at such
other location as the Partics may agree in writing. The proceedings shall be
conducted in the English language.
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24.9

24,10

2411

If the opinions of the arbitrators are divided on issues put before the tribunal,
the decision of the majority of the arbitrators shall he determinative, The
award of the tribunal shall be final and binding upon the Partics. The Partics
undertake to carry out any award without delay and waive their right to any
lorm of recourse based on prounds other than those contained in the United
Nations Convention on the Recognition and Enforcement or Arbitral Awards of
1958 insofar as such waiver can be validly made. Judgement upon the award
may be entered by any court having jurisdiction thereof or having jurisdiction
over the relevant Party or its assets,

The right to arbitrate disputes arising out of this Agreement shall survive the
termination of this Agreement,

Each of the State, GNPC and Contractor agree that, lo the extent such party has
any right of state sovereign or similar immunity from legal proceedings in
Ghana, London or elsewhere arising from the terms and conditions of this
Agreement. including immunity from service of process documents, immunity
from the jurisdiction, suit, judgment or award of any arbitral tribunal, or
immunity from execution of Judgment, to the extent that in any jurisdiction
there may be attributed 1o it or to any of its properties or assets such immunity
(whether or not claimed),such Party hereby expressly and irrevocably waives
any such immunity to the fullest extent permitted by law and agrees not to
claim, assert or invoke any such rights or claims in any proceeding provided,
however, that the provisions hereof shall not constitute a waiver by any Party
of any right that it now or hereafter has under applicable law to claim state
sovereign immunity or any other immunity over Protected Assets |

Notwithstanding any provision on the contrary the Parties hereby agree that the
Protected Assets shall not be subject to any proceedings in connection with this
Agreement or any transaction contemplated by this Agreement.

The Partics to a dispute arising under this Agreement, including the Accounting
Guide, may in licu of arbitration, mutually agree in writing to refer the dispute
for determination by a sale expert to be appointed by agreement of the Parties
who is a recognised specialist with respect to the subject matter of the dispute
(a “Sole Expert”). In such case. the Parties shall agree on the terms of
reference for such proceeding, the schedule of presentation of evidence and
testimony of witnesses, and other procedural matters, The decision of the Sole
Cxpert shall be final and binding upon the Parties. The Sole Expert shall have
ninety (90) days after his appointment 1o decide the case, subject to any
cxtensions mutually agreed to by the Parties to the dispute. Upon failure of the
Sale Expert (o decide the matter within such time. any Party shall have the

right to have such dispute or diffcrence settied through arbitration undcr the
foregoing pravisions of this Article 24.

Each Party to a dispute shall pay its own counsel and other costs; however,
costs of the arbitration tribunal shall be allocated in accordance with the
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24.13

decision of the wibunal. The costs and fees of the Sole Txpert shall be bome
equally by the Parties to the dispute.

In the event of a matier being referred for resolution under this Article 24, any
obligations of the Parties relating specifically and directly to such matter,
including a dispute relating to Termination, shall (unless otherwise provided by
this Agreement) he suspended without liability to any Party, until said matter
has been resolved pursuant to this Article 24 and a final arbitration award is
made by the arbitral tribunal. All time periods applicable to such obligations in
the Agreement shall be extended by the period of the arbiration proceedings;
provided that any Petroleum Operations not specifically and directly related to
any obligations referred to above shall not be suspended unless the Parties
mutually agree otherwise.

Neither the State and/or GNPC, on the one hand, and Contractor, on the other
hand, shall be held liable to the other for any consequential, special, indirect,
punitive or exemplary damages (including loss of profit or loss of production)
arising directly or indircctly out of or in relation or in connection to this
Agreement, regardless of cause or fault. However, this Article 24.13 shall not

be construed as a waiver of a Party’s right and remedies under Article 26.2. §,-.



ARTICLE 25
ASSIGNMENT

25.1  This Agreement shall not be assigned by Contractor dircctly or indirectly, in
whole or in part, without the prior written consent of GNPC and the Minister.
GNPC and'or the Minister may impose reasonable conditions upon the giving
of consent under this Article, other than any condition imposing any burden in

cash or in kind as a condition to approve the assignment, except as provided
for in Article 12.1(vi) or any applicahle law.

252  Any assignment of this Agreement shall bind the assignee as a Party to this
Agreement to all the terms and conditions hereof unless otherwise agreed by
the non-assigning Parties and as a condition o any assignment. Contractor
shall provide an unconditional undertaking by the assignee to assume all
obligations assigned by Contractor under this Agreement.

25.3  Where in consequence of an assignment hereunder Contractor is more than one
person:

a) any operating or other agreement made between the persons who
conslitute Contractor and relating to the Petroleum Operations
hereunder shall be disclosed to GNPC and the Minister and shall
not be inconsistent with the provisions of this Agreement;

b)  an operating agreement shall be established by the IMC to regulate
the conduct of Petroleum Operations thereafler, including cash-
calls and the limits of authority; and

¢) no change in the scope of the operations may take place without the
prior approval in writing of GNPC which approval shall not be
unreasonably delayed or withheld;

d)  the dutics and obligations of the Contractor hercunder shall be joint
and several except those relating to the payment of income tax
levied on each such person individually pursuant to Article 12
which shall be the several obligation of each such person.

254 GNPC's acquisition of Additional Tnterest under Article 2.5 or a Sole Risk

interest pursuant to Article 9 shall not be deemed to be an assignment within
the meaning of this Article 25,

255 Tor as long as GNPC remains to be wholly owned by the State. the transfer or
disposal by a Contractor Party (the “Selling Party™) of all or part of its
Participating Intcrest, whether directly or indirectly by assignment, merger,
consolidation or sale of stock or other conveyance, other than (a) with or to
a wholly-owned Afiliatc of such Contractor Party’s ultimate parent entity or “E/



(b} upon a transfer of shares hy the ultimate parent entity ol a Contractor
Party. including in connection with a takeover of such ultimate parent, or {c)
to the other Contractor Parties a5 the result of the insolvency or bankrupley of
a Contractor Party leading w other Contractor Parties assuming all of the
rights and obligations of the insolvent or bankrupt Contractor Parly as

specified in Article 233 ¢) of this Agreement, shall be subject 0 the
following procedure:

#) Once the Selling Party and a propased transferce have fully negotiated
the final terms and conditions of a transfer. such final terms and
conditions shall be promptly disclosed in full detail o GNPC and
the State in a naotice from the Selling Parly. GNPC shall have the
right to nominate its wholly owned affiliate acquire the Participating
Interest from the Selling Party on the samc terms and conditions
agreed to by the proposed transferee if, within thirty (30) Days of
Selling Party'’s noticc, GNPC delivers 1o the Sclling Party a counter-
notice that it accepls the agrecd terms and conditions of the transfer
without reservations or conditions, If GNPC does nat deliver such
counter-notice, the transfer to the proposcd transferee may he
made, subject to the other provisions of this Agreement, the laws
and regulations, under terms and conditions no more favourable to the
transferee than those sct forth in the notice to GNPC and the State,
provided that the transfer shall be concluded within one hundred and
eighty (180) Days from the date of the notice plus such reasonahle
additional period as may be required to secure requisite approvals.

An entity nominated by GNPC shall not have any right to acquire,
and the Selling Party shall not have any right to transfer, the relevant
Participating [nterest under the terms of this Article 23.3, unless such
entity demonstrates to the reasonahle satisfaction of the Contractor:
its financial capability to perform its obligations under the Agreement
and the joint operating agreement between the Contractor Parties.
including to fund its interest share.

b} Tn the cvent that a Selling Party's proposed transfer of all or part of
its Participating Interest involves consideration other than cash or
involves other properties included in a wider transaction, then the
Parlicipating Interest (or part thereof) shall be allocated a reasonable
and justifiable cash value by the transferor in any notification to
GNPC and the State. GNPC may satisfy the requircments of this
Article 25.5 by apreeing to pay such cash value in licu of the
consideration payable in the said proposed transfer.

25.6 Subject to applicable law in cffect from time w time, GNPC may assign all or
any undivided part of its rights and obligations under this Agreement 1o any
governmental agency or instrumentality of the State, or to any corporate entity
controlled by the State that has been duly authorized by appropriate

mﬂ&
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govermmental action to hold such right or perform such obligation; provided
that such assignment shall not affect any of the rights of the Contractor under
this Agreement; provided, further, that any such assignment shall bind the
assignee as a Party fo this Agreement 1o all the terms and conditions hereof
unless otherwise agreed by Contractor, GNPC shall pravide an unconditional

undertaking by the assignee to assumc all obligations assigned by GNPC
under this Agreement.

25.7 Nothing contsined in this Article 25 shall prevent a Parly from assigning,
mortgaging. pledging, charging or vtherwise cncumbering all or part of its
interest in the Contract Ares and in and under this Agreement for the purposc
of security relating to finance provided that:

(a) such Party shall remain liable for all obligations relating to such
inferest;

(b) the encumbrance shall be subject o any nccessary approval of the
State and/or GNPCand be without peejudice to the rights of the other
Partics under this Agreement; and

(c) such Party shall cnsure that any such assignment, morlgage, pledge.
charge or encumbrance shall be expressed to be without prejudice to
the pravisions of this Agreement.

v



ARTICLE 26
MISCELLANEOUS

26.1 This Agreement shall he governed by and construed in accordance with the
laws of the Republic of Ghana in effect from time to time unless this
Agreement provides otherwise.

26.2 Tn the cyent that afier the Effective Date any applicable law, rule, decree. or
regulation of Ghana is made or amended (or there are changes in interpretation
or application of any applicable law, rule, decree, or regulation effective as of
the Effective Date) that makes further observance of the original terms and
conditions of this Agreement impossible or has a material adverse effect on
the rights, obligations, and benefits of Contractor under this Agreement, or
otherwise materially alTects the cconomic, fiscal, and financial balance of this
Agreement, the Partics shall, if Contractor so requests, meet as soon as
possible to negotiate, in good faith, possible modilications to the Agreement
as may hc appropriate to restore the cconomic, fiscal, and financial balance of
this Agreement; provided that, at a minimum, to the extent Contractor’s rights,
obligations, or benefits (including the cconomic. fiscal, and financial balance)
which existed at the time the Agreement was executed by all Parties, cannot be
restored, even though the Parties bave agreed to modify the Agreement, the
Statc shall indemnify Cantractor for the adverse effect on Contractor’s rights,
obligations, or benefits (including the economic, fiscal, and financial balance)
through financial compensation or other means acceptable to Contractor.

263 In the cvent Contractor considers that the cconomic, fiscal, and financial balance
of the Agreement is affected by a significant change in circumstances prevailing
on or after the Effective Date, the Parties shall, il Contractor so requests,
promptly meet o negotiate, in goad faith, such changes to the Agrcement as may
be appropriate to restore the economic, fiscal, and financial balance of the
Agreement.

26.4 Should the Parties be unable to agree on a mechanism to restore the cconomic,
fiscal, and financial balance of this Agreement pursuant to Articles 26.2 or
26.3 within thirty (30) days from the datc on which the notice above was
ceceived (or such longer period as may be agreed by the Parties), then any
Party may refer the matter to arbitration pursuant to Article 24 of this
Agreement. The arbitration panel shall determine {a) whether the claimed
change or material adverse effect has accurred and (b) if so, what remedy, if
any, is appropriate Lo restore the economic, fiscal and financial balance of this
Agreement as at the date ol execution.



Notwithstanding Articles 26.2 and 26.3, Contructor shall not be entitled to

claim stabilisation protection in respect of changes to the Agreement which
are mutually agreed.

26.5 This Agreement may not be medificd, amended, altered or supplemented

except upon the execution and delivery of a written agreement executed by
the Partics. No waiver by any Party of any of its rights hereunder shall be
construed or implied, but shall be binding on such Party only if made
specifically, expressly and in writing,

26.6 Except for payment obligations arising under the Income Tax Law, any Party

26.7

failing to pay any amounts payable hy it under this Agrcement (including the
provisions of Annex 2) on the respective dates on which such amounts are
payable by such Party hereunder shall be obligaled 1o pay interest on such
unpaid amounts to the Party to which such amounts arc payahle, The rate of
such intercst with respect to each day of delay during the period of such non-
payment shall be I.TBOR plus four percent (4%). Such interest shall accrue
from the respective dates such amounts are payable until the amounts arc duly
paid. The Party to whom any such amount is payable may give notice of non-
payment 1o the Party in default and if such smount is not paid within fifteen
(15) days after such notice, the Party to which the amount is owed may, in

addition to the interest referred to above, scck remedies available pursuant to
Article 24.

a) The rights and obligations under this Agrecement of the State and GNPC

on the onc hand and Contractor on the other shall be scparate and
proportional and not joint.  This Agreement shall not be construed as
creating a parinership or joint venture, nor an association or trust (under
any law other than the Pctroleum Law), or as authorising any Party to

¢t as agenl, scrvant or employee for any other Party for any purposc
whatsuever except as provided in Article 10,3,

b) The dutics and obligations of cach Party constituting Contractor

hercunder shall be joint and scveral and it is recognised that each such
Party shall own and be responsible for its undivided Participating
Intercst in the rights and obligations of Contractor hereunder; provided,
howcever, that the fullowing payments shall be the separate obligation of
and shall be made by each Party which constitutes the Contractor:

i) Payments under the Income Tax Law pursuant o Article 12;

ii) Payments of royalty taken in cash under the provisions of Article
10.1(a); and

i) AOE share under the provisions of Arficle 10, [(d). \Y‘_L

I)
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26.8

26.9

Fach Party agrees and warranis that, in relation to this Agreement and the
subject matter hereof, neither: () it or any of its Affiliates or employces; nor
{(b) to the best af its knowlcdge or belief, any of its consultants, agents,
representatives or other pemsons retained or otherwise engaged by it, has made,
offered or authorized and will make. offer, or authorize any payment, gift,
promise, benefit. advantage or anything of value whether dircctly or indirectly
to, or for the use or benefit of, (a) any public official (i.e. any person holding a
legislative, administrative or judicial ofTice, including any person employed by
or acting on behalf of a public agency, a public enterprisc or a public
international organization). or any, political party or political official or
candidate for political office (or to any member of their respective families) Or
(b) any private individual, where such payment gift. promise, benefit
advantage or anything of value would violale the applicable laws of Ghana or
the principles of the United Nations Convention against Corruption.

If a Party is investigated pursuant to any relevant legislation, guidelines or
regulations of any other government having jurisdiction over a Party hereto,
which are designed and implemented to deter, prevent and combat bribery or
corruplion in rclation to international husincss transactions. the other Parties
agree in good faith to give all reasonable assistance to the Party being
investigated in relation to any reasonable requests (whether general or specitic)
for information or documentation regarding the subject transaction(s).

Each Party shall defend, indemnify and hold the other Partics harmless from
and against any and all claims, damages, losses, liabilities, penaltics, fines,
costs and other cxpenses (including legal costs and cxpenses) resulting from
any breach of its foregoing warranty. Each Party agrces that it shall
incorporete terms similar to those set out shove into all or any contract entered
into pursuant to this Agreement and the subject matter thereof,

In construing this Agreement:

a) no comsideration shall be given to the captions of the Articles, Sections,
or Subsections which are inserted for convenience in locating the
provisions of this Agreement and not as an aid in its construction;

b) the word “includes™ and its derivalives means “includes. but is not
limited to™ and corresponding derivative expressions;

¢) a defined term has its defined meaning throughout this Agreement and
each annex, and attachment to this Agreement, regardless of whether it
appears before or after the place where it is defined:

d) the plural shall be deemed o include the singular, and vice versa;
¢)  each pender shall he deemed to include the other genders; Y



N cach annex and attachmen! to this Agreement is u part of this
Agreement, but if there is any conflict or inconsistency between the
main body of this Agreement and any annex or attachment, the
provisions of the main body of this Agreement shall prevail:

gl if any term is held by a court of competent jurisdiction to be invalid or
uncnforceable. then this Agreement, including all of the rcmaining
terms, will remain in full force and efMect as if such invalid or
unenforceable term had never been included:

h} cach reference to an Article, Section or Subsection refers o an Article.

Section or Subsection of this Apreement unless cxpressly otherwise
provided; and

i) no reference herein to any law. rule. decree or repulation that
contemplates thal such law, rule, decree or repulation may be amended.
from time to fime, shall be construed so as to derogate from the rights of
any Party pursuant to Articles 26.2 and 26.3.

26.10  This Agreement comprises the full and complete agreement of the Parties
hereto with respeet to the subject matter hereof and supersedes and cancels all

prior communications, understandings and agreements between the Parties
hereto, whether written or oral, expressed or implied.

26,11 Without prejudice to the rights, benefits. liabilities and obligations of the
Partics in Articles 26.2, 26.3, 26.53 and 26.6, Contractor shall at all times
comply, and shall ensure that ils agents, Subcontractors and AfTiliates while in
Ghana carmrying out activities contemplated by this Agrcement and related
documents comply, with the laws of the Republic of Ghana during the term of
this Agreement to the extent that the Contractor has notice ol or, with the
exercise of reasonable inquiry, would have knowledge of, such laws. Nothing
in this Agreement or any related document shall require the Contractor or any
of its agents, Subcontractors or Affiliates Lo violate the laws of the Republic
of Ghana. To the exlent any conflict exists between the ferms of this
Agreement and the laws of the Republic of Ghana, the Contractor shall not be

found o he in breach of this Agreement to the extent the Contractor complics
with the terms of this Agreement.

26.12  This Agreement shall not take efMect unless and until the date an which (a) it
has been ratified hy the Parliament of Ghana and (b) cach Contractor Party
providing the GNPC with a parent company guarantee to the rcasonable
satisfaction of GNPC to cover its obligations for cach Contractor Party's
interest share of the minimum expenditure obligations under Article 4.3 of
this Agreement (the “Effective Date™), Provided that if Contractor fails to
provide such parcnt company guarantee within three (3) months afler the

Agreement is ratified by Parliament the Minister may declare the Contract
Arca open.
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ARTICLE 27
NOTICE

Any Notiee, application, request, agreement, consent, approval, instruction,
dclegation. waiver or other communication required or permitted w be given
hereunder shall be in writing and shall be deemed o have been properly given when
delivered in person to an authorised representative of the Party to whom such notice
is directed or when uctually received by such Party through registered mail, fax or
commercigl courier at the following address or at such other address as the Party
shall specify in writing fiftcen (15) days in advance:

FOR THE STATE:

MINISTER FOR PETROLETM
MINISTRY OF PETROLEUM
PRIVATE MAIL BAG
MINISTRY POST OFFICE
ACCRA. GITANA

Telephone: 233 (1)302 667151 -3
Telex: 2436 ENERGY GH
Facstmile: 233 (0)302 668262

FOR GHANA NATIONAL PETROLEUM CORPORATION:

1HE CHIEF EXECUTIVE

GHANA NATIONAL PETROLEUM CORPORATION
PETROLEUM HOUSE

HARBOUR ROAD

PRIVATE MAIL BAG

TEMA

GHANA

Telephone: 233-(0;303-204726
Facsimile:  233-{0}303-202854

FOR CONTRACTOR:

GNPC EXPLORATION AND PRODUCTION COMPANY LIMITED
HOUSE NO. 73, NME LANE

KA PMB 15

AIRPORT RESIDENTIAL AREA - ACCRA KP‘



Attention : Michuel Aryeetey
Telephone : +233 244825604
Facsimile : 12323 303 -202854

ENTGITANA EXPLORATION AND PRODUCTION LIMITED.
Ist FLOOR UNA HOME BUTLDING

12 ATIRPORY BYPASS ROAD

AIRPORT CITY - PMB KA 185 - ACCRA

Anention: Managing Director

felephone; 233 (0) 342761882

Facsimile: 233 () 302761786

VITOL UPSTREAM TANO LIMITED
Sth FLOOR, GRAND OYEEMAN
SOUTIHT LIBERATION LINK,—
AIRPORT - P.0O. BOX KA 9445 - ACCRA
Altention: Fitol Country Manager

Telephone: 23324 111 1118

WOODFIELDS [/PSTREAM LIMITED

21 AVIATION ROAD AIRPORT RESIDENTIAL AREA
P. Q. Bux KA30414 Kid  ACCRA

Attention: Joseph Mhrokoh-Ewoal

Telephone: 233 30278112473

Facsimife: 233302781126 Wb



[N WITNTSS WHEREOF the parties have caused this Agreement to he exccuted by
their duly authorized representatives as of the date first written above.
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FOR GHANA NATIONAL Witnessed:
PETROLE

FOR GNPC EXPLORATION AND Witnessed:
PRODUCTION COMPANY
LIMITED

BY o0trotaoilenansncabasans v A o

AMNCHAEL  ARJEETEY

---------------------------------------------



Witnessed:

.......................
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ANNEX 1

COORDINATES FOR THE CONTRACT AREA
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MAP OF CONTRACT AREA AS DEPICTED (shaded green)
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ANNEX 2
ACCOUNTING GUIDE

The purpose of this Accounting Guide is to cstablish equitable methods as between
the Partics for determining charges and credits applicablc to operations under the

Agreement.  Principles established by this Accounting Guide shall truly reflect the
Contractor’s actual cost.

SECTION 1.

1.1

1.2

GENERAL PROVYISIONS

Words and terms appcaring in this Annex shall have the same meaning

as in the Agrcement and to that end shall be defined in accordance with
Article 1 of the Agreement.

1.1.2 This Annex may be amended by unanimous decision of the JMC.

I.1.3

In the event of a conflict between the provisions of the Accounting
Guide and the provisions of thc Agreement, the provisions of the
Agreement shall prevail.

STATEMENTS REQUIRED TO BE SURMITTED BY CONTRACTOR

12.1

122

12.3

1.2.4

Within sixty (60) days from the Effective Date, Contractor shall propose
to GNPC an outline of the chart of accounts, operating records and
reports to be prepared and maintained. which shall describe the basis of
the uccounting principles and procedures to be used during the term of
the Agreement, and shall be consistent with applicable law as in effect
and with accepled accounting principles gencrally used in the
international petroleum industry.

Within sixty (60) days of the receipt of such proposal GNPC shall either
accept it or request such revisions as GNPC deems necessary, Failure 1o
notify Contractor of any requested revisions within a sixty (60) day
period shall be deemed acceptance of such proposal,

Within onc hundred and eighty {180} days from the Effective Date, the
Parties shall eithcr agree on such outline or submit any outstanding issuc
for determination by a Sole Expert pursuant to thc provisions of
Article 24 of the Agreement.

Following agrecment over the outline, Contractor shall, within sixty (60)
days thereafter, submit lo GNPC formal copies of the accounting
systems and procedures manual to he followed for the Petrolcum
Opcrations. This manual shall detail the accounting, recording, and
reporting functions listed in the agreed outline. GNPC shall be
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1.3

1.2.5

permitded to propose modilications fo such manual. GNPC shall be
permitted to audit on site Contractor’s records that evidence any of the
reports issucd by Contraclor under the Agreement in accordance with
the procedures sct forth in Article |R of the Apreement.

Without prejudice w the generality of the foregoing, Contractor shall
make scparatc statements relating to Petroleum Operations for each
Development and Production Area as follows:

in) Cash Call Statement (sec Section S)

(b Production Statement (see Section 6)

it Value of Production Statcment (see Section 7)

(d) Allowable Cost Statement (see Section §)

&) Statement uf Txpenditurcs and Receipts (see Scetion 9)

i Final End-of-Year Stulement (sce Section 10)

(e Budget Statement (sec Section 11)

it Long Range Plan and Forecast (see Section (2)

LANGUAGE, MEASUREMENT, AND UNITS OF ACCOUNTS

1.3.1

132

1.3.3
134

1.3.5

The U.S. Dollar heing the currency unit for investments and
compensation hereunder shall therefore be the unit of currency for all
bookkeeping and reporting under the Agreement. When transactions for
an asset or liability are in Ghana Cedis or currency other than the U.S.

Dollar, the respective accounts shall he kept in such other currency as
well as the ULS. Dollar,

Measurement required under Lhis Anncx shall be in the metric system
and Barrels.

The English language shall be employed.

Where necessary for purposes ol clarification. Contractor may also

prepare financial reports in other langusges, units of measurement and
CUFTCTICICS,

It is the intent of the Parties that no Pariy shall cxperience any gain or
loss at the expense of or to the benefit of the other as a result of
exchange of currency. Where any such gain or loss sriscs it shall be
charged or credited to the accounts under the Agreement.



1.3.6 The rate of exchange for the conversion of currency shall be the rate
actually incurred (which shall be at the prevailing rate at the date of
uequisition). Where actual rates are not known, the arithmetic average
of buying and selling rates quoted hy the Bank of Ghana at a close of
business on the date of such currency conversion shall be used.

[.3.7 Current Assets and Liuhilities shall be convericd at the rate prevailing
on the date of settlement of the account.

1.3.8 To translate transactions in Ghana cedis into dollars or vice versa at the

year<end for revenue and cxpenditure the rates of the transactions or
average monthly rates where reasonable will be used.

1.3.9 To translate transactions in Ghana cedis into dollars or vice versa at the
ycar-end for assets, liabilities and capital jtems the ycar end rate will he
used,

SECTION 2,

2.1 CLASSIFICATION AND ALLOCATION OF COSTS AND
EXPENDITURFE

2.1 All expenditure relating 1o Petroleum Operations shall be classified, as
lallows:

(a) Exploration Expenditure;

(b Development k;xpendiwmi

) Production Expenditure:

¢y Service Costs; and

(=) Gencral and Administrative expenses

and shall be defined and allocated as herein below provided.
12 EXPLORATION EXPENDITURE

2.2.1 Exploration Expenditure shall consist of all direct, indirect and allocated
costs incurred in the search for Petroleum in the Contract Arca,
including but not limited to expenditure on ar in relation to:

(@)  acrial, geographical, geophysical, geochemical, palcontological.
geological, topogruphical and scismic surveys, and studies and
their interpretation, and purchased geological and geophysical
information;

'ﬁ;"
ity borchole drilling and watcr drilling;
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(e} labour, materials and services used in drilling wells with the
objective of finding new Petroleum teservoirs or for the purpose
ol uppraising of Petroleum reservoirs alrendy discovered,
provided such wells are not completed as producing wells;

{d) facilities used solcly for Exploration Operations, including access
roads, where applicable;

tey  all service costs allocated to Exploration Operations on the basis
ol procedures proposed by the Cantractor on an equitable basis ;

(n all General end Administrative Expenses dircetly atiributable to

Exploration Operations or allocated thereto on a consistent and
equitable basis; and

(&  any other expenditures incurred in the search for and appraisal of
Petrolcum in the Contfract Area after the Effective Date and not
otherwise covered under this paragraph 2.2, 1,

22,2 Exploration cost shall be tied to resullant commercial discoverics.
Where exploration activity is undertaken afler a commercial discovery
that exploration cost shall be regarded as capital work-in-progress, If
the exploratory activity results in commercial discovery it shall be
regarded as cost of the new discavery and resulting field. Where there is

no commercial discovery it shall be charged to the previous discovery
field.

2.3 DEVELOPMENT EXPENDITURE

2.3.1 Development Expenditure shall consist of all direct and allocated
indirect costs and expenditure incurred in Development Operations.
including but not limited to expenditure on:

(@ drilling wells which arc completed as producing wells and
drilling wells for purposes of producing a Petroleum reservoir
already discovercd, whether these wells are dry ar producing and
drilling wells for the injection of water or ges to enhance
recovery of Petroleum:

) tangible drilling costs for completing wells by way of installation
of casing or equipment or otherwise after a well has been drilled
for the purpose of bringing such well into use as a producing well
or as a well for the injection of water or pas to enhance recavery
of Petrolcum;

tcy  intangible drilling costs such as labour, consumable material and

services having no salvage value which are incurred in drilling
and deepening of wells for producing purposcs; \"x
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@)  field facilitics such as pipelines, flow lines, production and
treatment units, wellhead equipment subsurface equipment,
enhanced recovery systems, offshore platforms, Petroleum
storage facilitics and access roads for production activities;

te) engincering and design studics for the wells and ficld facilities:

{fi all service costs allocated to Development Operations on
equitable basis;

et all General and Administrative Expenses directly attributable to
Development Opcrations or allocated thereto on a consistent and
equitable basis;

23.2 Capital allowance for development expenses shall be geanted under the
following conditions:

(a) Development activity has been approved by the Minister;
ihy  Development activity has been completed; und

¢y  Production activity has slarted after the completion of the
development activity,

PRODUCTION EXPENDITURE

Production Expenditurc shall consist of but not limited to all direct and
allocated indirect costs and cxpenditure incurred ‘in Petroleum Operations
including appropriatc abandonment charges, after the Date of Commencement
uf Commercial Production, such expenditure being other than Exploration
Expenditure, Development xpenditure, General and Administrative Expenses
and Service Costs. The balance of General and Administrative Fxpenses and
Service Costs not allocated to Exploration Operations or to Develapment

Operations under Section 22 and 2.3 shall be allocated to Production
Expenditure.

SERVICE COSTS

2.5.1 Service Costs shall consist of but not be limited to all direct and indirect
expenditure incurred in support of Petraleum Operations, including the
construction or installation of Warehouses, picrs, marine vessels,
vehicles, motorised rolling equipment, aireraft, fire and security stations.
workshops, water and sewerage plants, power plants, housing
community and recreational faciliies and fumiturc, tools land,
equipment used in these activities.

Serviee Costs in any Calendar Year shall include the total costs incurred
in such year to purchase and construct or install such facilitics as well as
the annual costs of maintaining and operating such facilities.
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252 All Service Costs will be regularly allocated on an equitable basis o

Fxploration Expenditure, Development Txpenditure and Production
Expenditure,

2.6 GENERAL AND ADMINISTRATIVE EXPENSES
General and Administrative Expenses shall consist of?

2.6.1 All main office, field and general administrative costs. in the Republic
of Ghana, including hut not limited to supervisory, accounting,
procurement and ecmplovee relations services;

2.6.2 An overhead charge for the actual cost of services rendered outside the
Republic of Ghana by Contractor and its Affiliatcs for managing
Petroleum Operations and for staff advice and assistance, including but
not limited to financial, lcgal, accounting und cmployee relations
services in the following amounts:

e} For the Exploration I*hase: One point two five percent (1.25%) to
a cap of US$200,000 per annum

(®) For Development Phase: One point two five percent (1.25%) to a
cap of UJS$500,000 per annum per annum

1€ For Production Phase: One pereent {1.0%) per annum to a cap of
LUS$200,000 per annum

26.3 All General and administrative Expenses will he regularly allocated as
specified in subsections 2.2.1(f), 2.3.1(g) and 2.4 to Exploration
Fxpenditure, Development Expenditure and Production Expenditure.

SECTION 3.

3.1 COSTS, EXPENSES, EXPENDITURES AND CREDITS OF
CONTRACTOR

ALLOWABLE COSTS

3.1.1 Contractor for the purpose of this Agreement shall charge the following
allowable costs o the accounts:

(@)  costs of acquiring surface rights:

() labour and associated costs;

()  transportalion costs;

(L) charges for services;

(e) material and cquipment costs: N;k
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(&)
()
(il
)
)
i)
{)
in}
e}
(P

(g

renlals, duties and other assessments;

insurance and losses (including deductibles/excesses);
legal expenses:

training expenses;

gencral and administrative expenses;

utility costs;

office facility chargces;

communication charges;

ecological and environmental charges;

abandonment and site restoration costs; and

such other costs necessary for the Petroleum Operations;

pre-Agreement costs of up to USS 1060.000.

COST OF ACQUIRING SURFACE RIGHTS AND RELINQUISHMENT

Cost ol acquiring surface rights shall consist of all direct costs attributable to
the acquisition, renewal or relinguishment of surface rights acquired and
maintained in force aver the Contract Area.

LABOUR AND ASSOCTATED LABOUR COSTS

3.3.1 Labour end sssociated labour costs shall include but nat be limited to:

(i}

ih)

<)

(d)

gross salaries and wages including bonuses of those employees of
Contractor and of its Affiliates engaged in Petroleum Operations
who are permanently or temporarily assigned to Ghana;

costs regarding holidays, vacation, sickness and disability
payments applicable 1o the salaries and wages chargeable under
(a):

expenses or contributions made pursuant to assessments or
abligations imposed under the laws of the Republic of Ghana

which are applicable to cost of salaries and wages chargeable
under (a).

cost of cstablished plans for cmployees® life insurance,

hospitalisation, pensions and other benefits of a like nature
customarily granted 1o employees; and

o
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3.5

(e)

rcasonable travel and personal expenses of emplovees and
lamilics, including those muade for travel and relucation of the
personnel.

TRANSPORTATION COSTS

Transportation costs and ather related costs of transportation of employees or
secondees of the Contractor or its affiliates, cquipment, materials and supplies
necessary for the conduct of Petroleum Operations.

CHARGES FOR SERVICES

3.5.1 Charges lor services shall include:

(n)

(k)

(e}

id)

the costs of third party contracts which are the actual costs of
contracts for technical and other scrvices entered into by
Contractor or its Affiliates for Petroleum Operations made with
third parties other than Contractor or Afiiliates of Contractor,
provided that the prices paid by Cantractor are no higher than the
prevailing rates for such services in the regional market:

cost of technical and other services of personnel assigned by the
Contractor and its Affiliates when performing management.
engineering, geological, peophysical, administrative, legal,
sccounting, treasury, lax, employee relations, computer services,
purchasing, and all other functions for the direct benefit of
Petroleum Operations. Provided that charges for such services
shall be at actual cost. All Services fumished by Contractor and
its AlTiliates (other than the Operator) shall be performed bascd
on and pursuant 1o & form scrvices agreemenl to be approved, a

copy of which shall be provided to the JMC alier the Effective
Date.

cost of general services, including, but not without |imitation,
professional consultants and others who perform services for the
direct benelits of Petrolcum Operations.

costs associated with the use ol equipment and lacilitics owned
and fummished by the Contractor’s Affiliates. at rates
commensurale  with the cost of ownership and operation;
provided, however, that such mates shall not exceed those
currently prevailing for the supply of like equipment and facilities
on comparable lerms in the arca where the Petroleum Operations
are heing conducted and shall be on an arm’s length basis. On
the request af the GNPC, the Contractor shall provide the GNPC
with cvidence of such rates being on an arm’s length basis. (If
the GNPC considers that any such rate is not on an arm’s length

11

basis, then the GNPC has the right to refer the matter to an expert S‘N}-
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pursuant 1o Article 24. 10 of the Agreement), ‘The equipment and
facilitics refemred Lo herein shall exclude major investment items
such as (but not limited to) drilling rigs, praducing platforms, oil
trealing facilities. oil and gas loading and transportation systems,
Slarage and terminal facilities and other major lacilities, rates for
which shall be subject 1o separate agrecment with the GNPC.

RENTALS, DUTTES AND OTHER ASSESSMENTS

All rentals, taxes, dutics, levics, charges, fees, contributions and any other
assessments and charges levied by the State in connection with Petroleum
Operations or paid for the benefit of Petrolcum Operations, with the exception
of the income tax specificd in the Article 12 of the Agreemcnt,

ITthe Contractor or any of its Affiliates is subject to income ar withholding tax
as 4 result of services performed at cost for the Petroleum Operations under the
Agreement, its charges for such services may be increased by the amount
required to cover such taxes (grossed up) including taxes on such £ross up.

INSURANCE AND 1,OSSES

 Insurance premium and costs incurred for insurance. provided
that if such insurance is wholly or partly placed with an AfTiliate
of Contractor, such premium and costs shall be recoverable only
to the extent not in excess of thos gencrally charged by
competitive insurance companics other than Affiliate; and;

(b} costs and losses incurred as a consequence of events, which are,

msofar as not made good by insurance. allowable under
Article 17 of the Agreement,

() Costs or expcnses necessary for the repair or replacement of
property resulting from damage or losses incurred.

LEGAL EXPENSES

All costs and expenses of litigation and legal or related services necessary or
expedient for the procuring. perfecting, retaining and protecting the rights
hereunder and in defendi NE Or prosecuting lawsuits involving the Contract Area
or any third party claim arising out of activities under the Agrcement, or sums
paid in respect of legal scrvices necessary or cxpedient for the protection of the
joint interest of GNPC and Conlractor. provided that where legal services are
rendered in such matters by salaried or regularly retained lawyers of Contractor
or an Affiliate of Contractor, such compensation will be included instead under
either Seetion 3.3 or 3.5, as applicable. The preccding costs and expenses shall
not include costs of any nature (including attomneys’ fees and the fees of the
ICC, arbitrators, the Sole Expert, other cxperts, professionals and translators)
meurred in connection with any consultation, arbitration or Sole Expert process

12
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3.13

3.14

under Article 24 of the Agreement which shall be borne in accordance with
Article 24.11 of the Agreement.

TRAINING COSTS

All costs and expenses incurred by Contractor in training of its employees and
nominees of GNPC to the extent that such training is attributable to Petroleum
Operations under the Agrcement.

GENERAL AND ADMINISTRATIVE EXPENSES

General and Administrative Expenses shall consist of the costs described in
Subsection 2.6.1 and the charge described in Subsection 2.6.2,

UTILITY COSTS

Any water, clectricity, heating, fucl or other energy and utility costs used and
consutmed lvr the Petroleum Qperations.

OFFICE FACILITY CHARGES

The cost and expenses of constructing, establishing, maintaining and operating
offices. camps, housing and any other facilities in Ghana necessary to the
conduct of Petroleum Opcrations. The cost of constructing or otherwise
establishing any operating facility which may be used at any time in operations
of more than one ficld shall be charped initially to the field or fields for which
the facility is first used. Costs incurred. therealter shall be allocated in a

reasonable mamncr, consistent with intemational accounting practice, to the
ficlds for which the facility is used.

COMMUNICATION CHARGES

The costs of acquiring, leasing. installing, opcrating. repairing and maintaining
communication systems, including radio and microwave facilities.

ECOLOGICAL AND EFNVIRONMENTAL CHARGES

All charges for environmental protection and safety measures conducted in the
Contract Area in accordance with Article 17 of the Agreement.

ABANDONMENT COST

Cost rclating to the decommissioning and abandonment of operations and
facilities, sitc rcstoration and other associated operations accrued (rom a
rcasonable date in advance based on estimate of such cost (with subsequent

adjustments to actuals) as provided in Article 12.11 of the Agreement Wl
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OTHER COSTS

Any other costs not covered or dealt with in the foregoing provisions which are
incurred and not mentioned in this Section 3,16 for the necessary and proper
conduct ol Petroleum Operations.

COSTS NOT ALLOWABLE UNDER THE AGREEMENT

3.17.1 The following costs shall not be allowsblc under the Agreement;

18]

(b

el

(d)

]

(2

{hy

(i)

commission paid lo intermediaries by Cantractor;

charitable donations and contributions, except where prior
approval has heen obtained from GNPC;

costs (including duties) arising from the markcting or processing
Petroleum or transportation of Petrolcum beyond the Delivery
Point;

the costs of any Bank Guarantce under the Agrecment and any
other amounts spent on indemnities with regard to non-fulfilment
ol contractual obligations;

premium paid as a result of GNPC exercising a Solc Risk option
under Article 9 of this Agreement:

costs of any nature (including attorneys® lees and the fees of the
ICC, arbitrators, the Sole Expert, other cxperts, professionals and
translators) incurred in comnection with any consultation,

arbitration or Sole Expert process under Article 24 of the
Agreemenl;

lincs, penalties and interest due pursuant (o any applicable law or

regulation and/or imposed by a competent administrative or
judicial body;

casts, damages and other Habilities incurred as a result of (1) a
breach ol any provision of the Agreement other than u contractual
standard of care as decided by an arbitration pancl or Sole Txpert
ur acknowledged by Contractor, (2) Gross Negligence with
respect lo any contractual standard of care set forth in this
Agreement, andior (3) wilful misconduet, in cach case by the
Contractor, the Operator, their respective Affiliates andior
subcontraclors, and/or any other entities or persons for whom the
Contractor is responsible under the Agreement;

(1) income taxes (including any taxcs on the net income of
permanent estahlishments in Ghana and any capital gains taxes or
laxes an assignment of interest), withholding taxes and/or royalty
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shares or other Petroleum entitlements, in each case paid fo
authorities in Ghana in connection with or related to the
Agreement, (2) any taxes paid to authorities outside Ghana,
cxcepl any foreign valuc added taxcs or other foreign taxes paid
with respect 1o products or services imported inta Ghana, (3) any
taxes subject to reimbursement or retund and: (4) any other luxcs
that should be deemed non-allowsble costs:

Gl costs incurred by the Contractor under contracts or amendments
thereto that were subject 1o approval by the JMC or GNPC and
WeTC not so approved,

3 costs that are not documented in accordance with applicable law
or this Agrecment; and

(i  any bonus payments payable by the Contractor under the
Agreement to the Stute, any other governmental body in Ghana,
GNPC or any Affiliates of GNPC.

3.18 ALLOWABLE AND DEDUCTIBILITY

The costs and cxpenses set forth hervin shall be for the purpose of determining
allowable or non-allowable costs and expenses only and shall have no hearing
on Contractor’s eligibility or otherwise for deductions in computing
Contractor’s net income from Petroleum Operations for income tax purposes
under the Agreement,

3.19 CREDITS UNDER THE AGREEMENT

3.19.1 The net praceeds of the following transactions will he credited to the
accounts under the Agreement:

ig)  the net procceds of any insurance or claim in connection with
Petroleum Operations or any asscts charged to the accounts under
the Agrecements when such operations or asscts were insured and
the premium charged to the accounts under the Agreement;

(hy  revenue received from third parties for the use of property or
assets charged to the accounts under this Agreement:

{c) any adjustment from the suppliers or manufacturers or their
agents in connection with a defective equipment or material the

cost of which was previously charged to the account under the
Agrcement;

@) the praceeds received for inventory materials previously charged
lo the account under the Agreement and subsequently exported
from the Republic of Ghana or transferred or sold 1o third parlics;'-}\r,\
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(c rentals, refunds or other credits received which apply o any
charge which has heen made to the account under the Agreement

bul excluding any award granted under arbitration or Sole Expert
proceedings.;

{n the proceeds from the sale or cxchange of plant or lacilitics from
the Development and Production Area or plant or facilities the
acquisition costs und the cost of sale

fex  the proceeds derived (rom the salc or issue of uny intellectual
property the deveclopment costs of which were incurred pursuant
to this Agreement;

iy the proceeds from the sale of any petroleum information derived
from Petroleun Opcrations under this Agreement; and

i) any General and Administrative Expenses or Service Txpenscs
that benefil any operation or activily other than Petroleum

Opcrations.
3.20 DUTLICATION OF CHARGES AND CREDITS

Notwithstanding any provision to the contrary in this Annex, it is the intention

that there shall be no duplication of charges or credits in the accounts under the
Agreement.

SECTION 4.

4.1 VALUE OF MATERIAL AND EQUIPMENT CHARGED TO THE
ACCOUNTS UNDER THE AGREEMENT

Material and cquipment purchased. leased or rented by Contractor for use in
Petroleum Operations shall be valued at the actual net cost incurred by
Cantractor. The net cost shall include invoice price less trade and cash
discounts, if any, purchase and procurement fees plus freight and forwarding
charges between point of supply and point of shipment, freight to port of
destination, insurance. taxes, customs duties, consular fees, other items
chargeable aguinst imported material, and any other rclated costs actually paid,

42 VALUE OF MATERTAL PURCHASED FROM AN AFFILIATE

4.2.1 Contractor shall notify GNPC of any goods supplied by an Affiliate of
Contractor. Malerials purchased from AfMiliate of Contractor shall bhe
charged at the prices specificd in Sections 4.2.1, 4.2.2 and 4.2.3 below.

4.2.2 New Material (Condition “A™) New material shall be classificd as
Condition “A™. Such matcrial shall be valued at the prevailing market
price, plus expenses incurred in procuring such new materials, and in
muving such materials to the locations where the material shall be used, h\,L
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4.4

45

4.6

423

424

Used Material (Condition “B”) Used matcrial shall be classified as
Condition “B"™ provided that it is in sound and serviceable condition end
is suitable for reuse without reconditioning. Such material shall be
valued at not more than seventy five percent (75%) of the current price
of new material valued according to Section 4.2.1 ahave.

Used Material (Condition “C™) Used material which is serviceahble for
original function as good sccond hand material afler reconditioning and
cannot be classified as Condition “B" shall be classified as Condition
“C". Such material shall be valued at not morc than fifty percent (50%)
of the current price of new material valued according to Scction 4.2.1
above. The cost of reconditioning shall be charged to the recanditioned
matesial provided that that the value of such Condition “C” material plus

the cost of reconditioning docs not cxceed the value of Condition “B”
material.

CLASSIFICATION OF MATERIALS

Material and cquipment costs shall he charged to the respective Exploration
Expenditure, Development Expenditure, Operating Expenditure accounts at the
time the material and equipment is acquired and on the basis of the intended
use of thc material and equipment. Should such material and equipment
subsequently be used other than as intended, the relevant charge will be
transferred to the appropriate account.

DISPOSAL OF MATERIALS

Sales of property shall he rccorded at the net amount collected by the
Contractor from the purchaser.

WARRANTY OF MATERIALS

In the casc of defective material or cquipment, any adjustment reecived by
Contractor from the suppliers or manufacturers ol such materials or their ugents
will be credited to the accounts under the Agreement.

CONTROLLABLE MATERTALS

4.6.1

46.2

The Contractor shall control the acquisition, location, storage and

- disposition ol materials which are subject to accounting record control,

physical inventory and adjustment for averages and shortages
(hereinafier reflermed to as Controllable Material).

Linless additional inventories are scheduled by the JIMC, Contractor
shall conduct onc physical inventory of the Controllable Material each
Calendar Year which shall bec completed prior 1o the end of the year.
The Contractor shall conduct seid inventory on a date to be approved by
the IMC. Failurc on the part of GNPC (o participate in a JMC schedule
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or approved physical inventory shall be regarded as approval of the
results of the physical inventory as conducted by the Cantractor.

I'he gain or loss resulting from the physical inventory shall be reMected
in the stock records ol Controllable Materials. The Contractor shall
compile & reconciliation of the inventory with a reasonable explanation
for such gains or losscs. Failure on the part of GNPC to object to
Contractor’s reconciliation within thirty (30) days of compilation of said
reconcibiation shall be regarded as approval by GNPC,

SECTION 5,

5.1

CASH CALL STATEMENT

311

In respect of any Exploration Costs to which GNPC is contributing or
any Development and Production Arca in which GNPC elects to take a
participating intercst, and in any case where Contractor conducts Sale
Risk Operations for GNPC's account. Contractor shall at least fifteen
(15) days prior to the commencement of any Month submit a Cash Call
Statement w GNPC, Such Cash Call Stutement shall include the
lollowing information:

i) Duc Date;

{b} Payment Instructions;

(r)  The balance prior to the Cash Call being issued;
(¢)  The cash call being issued

t¢)  Amount ol LIS Dollars duc; and

i An estimation of the amounts of US Dollars required lrom GNPC
tor the following month,

Fallowing a Cash Call GNPC shall make payments 1o the appropriate
bank account maintained by the Operator for the Joint Account as
specified on the Cash Call,  All such pavments shall bc made in
sufficient time to cnsure that they will cach be credited 1o the
appropriate hank account on the due date specificd in the Cash Call and
without the deduction of any bank charges.

Not later than the thirticth (30'") day of each Month, Contractor will furnish
GNPC a statement refecting for the previous month:

() Payments:

o) The nature of such payments by apprapriate classificarions; and '@*
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6.1

el

The balance due to or from GNPC,

Contractor may in the case where a large unforescen expenditure becomes
necessary issue a special Cash Call Statement requiring GNPC to meet such
Cash Call within ten (10) days of reccipt of such Statement.

SECTION 6.

PRODUCTION STATEMENT

6.1.1 Subsequent to the Date of Commencement of Commercial Production
from the Contract Arca, Contractar shall submit a monthly Production
Statement v GNPC showing the following information for cach
Development and Production Area as appropriate;

{a)
(k)

fe)

{d)

i)

)]

the quantity of Crude Oil produced and saved:

the quantity of Natural Gas produced and saved;

the quantities of Petroleum uscd for the purpose of canducting
drilling and Production Operations, pumping to field storage and
re-injections:;

the quantities ol Natural Gas Nared;

the size of Petroleum stocks held at the beginning of the Month;
and

the size of Petroleum stocks held at the end of the Month.

62  The Production Statement of cach Calendar Month shall be submitied to GNPC
not later than ten (10) days after the end of such month.

SECTION 7.

71

VALUE OF PRODUCTION STATEMENT

During cach Quarter Contractor shall prepare a  statement providing
calculations of the value of Crude Oil produced and saved based on the Market
Price established under Article 11 of this Agreement. the amounts of Crude Oil
allocated to each of the Parties during that Quarter, the buyer of the cargo, sales
hasis with respect to Benchmark crude oil, the pricing basis, the differential,
and any deductions, Each Production Statement shall be submitted 1o the
Minister and GNPC not later than thirty (30) days following the determination,

notification and acceptance of the World Market Price to GNPC according Lo’

Article 11 of this Agreement.



SECTION 8,

8.1

8.2

2.1

ALLOWABLE COST STATEMENT

8.1.1

8.1.2

Contractor shall prepare with respect w each Quarter, an Allowable Cost
Statement containing the following information with respect to costs
that are allowable under Section 3.17 of this Accounting Guide:

fa) Uotal Petroleum Costs in previous Quarters, if any;
o) Petroleum Costs for the Quarter in question;

¢  Totl Petraleum Costs as of the end of the Quarter in question
(subsection 8.1.1(a} plus subsection £.1.1(b) above);

1) Petroleum Costs for Development Operations advanced in the
Quarter in respect of GNPC’s Participating Intercst pursuant to
Article 2 of this Agreement; and

(c) Casts s specified in (d) above which have been recovered during
the Quarter pursuant to Article 10.2(c) of the Agreement and the
balance, if any, of such costs unrecovered and carried forward for
recavery in a later period.

Petroleum  Costs for Exploration, Development and  Production
Operations as detailed above shall be separatcly identified for each
Development and Production Area. Petroleum Costs for Exploration
Operations not directly aliributable to a specific Development Area shall
be shown separaicly,

The Allowable Cost Statement of cach Quarter shall be submitted to GNI’C no
later than lorty-five (45) days after the end of such Quarter,

SECTTION 9,

STATEMENT OF EXPENDITURES AND RECEIPTS

2.1.1

Subsequent to the Date of Commencement of Commercial Production
from the Contract Area, Contractor shall prepare with respect to each
Quarter a Statement of Expenditures and Receipts. The Statement will
distinguish  belween  Exploration Lxpenditure and Development
Expenditure and Production Expenditure and will identify major items
of expenditurc within these categories. The statement will show the
following:

i) actual expenditures and receipts for the Quarter in question;

() cumulalive cxpenditure and receipts for the budget vear in
question;
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9.2

(<) latest forecast of cumulative expenditures at the year end;

1d) variations between budget forccast and latest forccast and
cxplanations therefore;

] Price per barrel of crude oil sold; and
ifi  Price per barrel of oil cquivalent of Gas sold,

The Statement of Expenditures and Receipts of each Calendar Quarter shall be
submitted to GNPC nat later than forty-five (45) days after the end of such
Quarter for provisional approval by GNPC.

SECTION 10.

10.1

FINAL END-OF-YEAR STATEMENT/AUDITED FINANCIAL
STATEMENT

The Contractor will prepare a Final End-of-Year Statement. The Statement
will contain information as pravided in the Production Statcment, Value of
Production Statements, Allowable Cost Statement and  Statements of
Expenditurcs and Receipts, as appropriate. The Final End-of-year Statement of
each Calendar Year shall he submitted to GNPC within one hundred and
twenty (120) days of the end of such Calendar Year. Any nccessary
subsequent adjustments shall be reported promptly to GNPC.

[n addition to the Final End-0f-Year Statcment, an audited financial statement
of cach Contractor Party shall be submitted to GNPC and Petroleum
Commission by 30" April of the year following.

SECTION 11.

11.1 BUDGET STATEMENT

11.1.1 The Contractor shall prepare an annual budget stalement. This will
distinguish ~ between  Exploration  Expenditures, Development
Expenditures and Production Expenditures and will show the following;

fs)  forccast Expenditures and Reccipts for the budget year under the

Agreement;
thy  cumulative Expenditurcs and Receipts 1o the end of said budget
year; and
(¢)  the most important individual items of Exploration, Develapment
and Production Expenditures for said budge! year. ?S,L
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[1.1.2 The budget may include a budget line or lines for unforcscen
expendilures which, however, shall not exceed ten percent (10%) of the
total budgerary expenditure.

112 The Budget Statement shall be submitted o GNPC and JMC with respect to
cach budget year no less than ninety (90) days before the start of such year
excepl in the case of the finl year of the Agreement when the Budget
Statement shall be submitted within sixty (60) days of the Effcctive Date.

113  Where Contractor foresees that during the budget period expenditures have to
be made in cxcess of the ten percent (10%) pursuant to section 11.1.1 hercof,
contractor shall submit 4 revision of the budget to GNPC and JMC.

SECTION 12,

12.1 LONG RANGE PLAN AND FORECAST

12.1.1 Contractor shall prepare and submit to GNPC the following;

()

(b

During Exploration Period. an Exploration Plan for each year
commencing as of the Effective Date which shall contain the
following information:

) Estimated Exploration Costs showing outlays for each of
the years or the number of years agreed and covered by the
Plan:

iy Dctails of seismic operations for each such year;

@iy ~ Details of drilling activitics planned for each such year;
and

(v)  Details of infrastructure utilisation and requirements.

The Exploration Plan shall be revised on cach anniversary of the
Effcctive Date. Contractor shall prepare and submit to GNPC the
first Exploration Plan for the Initial Exploration Period of three
(3) years within sixty (60) days of the Effective Date and
therealer shall preparc and submit to GNPC no later than forty
five (45) days hefore cach anniversary of the Effcctive Date a
revised Exploration Plan.

In the event of a Development Plan being approved, the
Contractor shall prepare a Development Forecast for cach
calendar year of the Development Periad, which shall contain the
following information;
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(i

(i)
{iiiy
(V)

(v}

(i}

(wiiy

forecast ol capital cxpenditure portions of Development
and Production expenditurcs for each Calendar Ycar of the

Development Period;
forccast of aperating costs for each Calendar Year;

forecast of Petroleum production for cach Calendar vear;

forecast of number and types of personnel employed in the
Petrolcum Operations in the Republic of Ghana;

description  of  proposed  Petrolcum  marketing
arrangements;

description of main technologies employed; and

description of the working relationship of Contractor w
GNPC.

) The Development forccast shall be revised at the beginning of
each Calendar Year commencing as of the second year of the first
Development [orecast Contractor shall prepare and submit to
GNPC the first Development forecast within one hundred and
twenty (120) days of the date when the first Development Plan is
approved by the Minister and Contractor commences the
implementation of such plan and thereafter shall prepare and
submit a revised Development Forccast to GNPC no later than
forty five (45) days before each Calendar Year commencing as of
the second year of the finst Development forecast.

122 CHANGES OF PLAN AND FORECAST

It is recognised by Contractor and GNPC that the details of the Exploration
Plan and Development forecast may require changes in the light of existing
circumstances and nething herein contained shall limit the flexibility w make
such changes. Consistent with the foregoing the said Plan und Forecast may be

revised annually.
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ANNEX 3
FORM OF CONFIDENTIALITY AGREEMENT
[ IContract Area

THIS AGREEMENT is entered into this ............ day of ....cccrniniiiiinn, (the “Effective
Date™) hy and between | ], a company organized and existing under
the laws of | ] (hereinafter reflerred Lo as the “Disclosing Party™); and
ey @ COMpany  organized and  existing  under the laws
OF i, (hereinafier referred to as the “Receiving Party™).

The companies named above may collectively be referred to as the “Partics™ or
individually as “Party”™.

WHEREAS in connection with the Possible Trunsaction (as defined below) by the
Receiving Party, the Disclosing Party is willing, in accordance with the terms and
conditions of this Agreement, to disclosc certain Confidential Information (as defined
below) relating to the Cape Three Points Black 4 Offshore ( the “Area™ shown in
Exhibits A to D artached herelo; and

WIIEREAS the Petroleum Agreement covering the said Contract Area requires that
the Disclosing Parly require the execution of a confidentiality agreement by Receiving
Purty prior to the disclosure af Confidential Information in order to govern such

disclosure and that a copy of all such signed confidentiality agreements be provided to
GNPC.

NOW THEREFORE, in consideration for the mutual undertakings of the Disclosing
Party and the Receiving Party under this Agreement, the Partics agree as follows:

1. Definitions

As used in this Agreement the following words and terms shall have the meaning
ascribed to them below:

1.1 “Affiliated Company™ mecans any Person which:
a. Controls directly or indirectly a Party, or
D. Is Contralled directty or indirectly by such Party, or

.3 Is directly or indirectly Controlled by a Person which dircctly or
indirectly Controls such a Party.

1.2 “Confidential Information” mcans individually or collectively: 'BV-N
124



.21 any and all data and information oblained as a result of

petroleum operations in the Area, including without limitation
well data and seismic information together with all other data
and information obtained by or on behalf of the Disclosing
Party in conncction with the Disclosing Party’s petroleum
operations in the Area, as well as geological and cconomic
reporls, studies, interpretations and analyses prepared by or on
behalf of the Disclosing Party in connection with its petroleum
operations in the Area, Confidential Information includes
tertain proprictary data and information that is the property of
GNPC (hereinafter “GNPC Information™) as described in
xhibit B attached hereto.

Pravided that, the following shall not constitute Confidential Tnformation:

1.3

122 information that can he reasopably demonstrated by the
Receiving Party as being already lawfully known 1o Recciving
Party as of the Effective Date:

123 information that is or becomes available to the puhlic other than
through the act or omission of Receiving Party or of any other
Person to whom Confidential Information is disclosed by the
Receiving Party pursuant to Article 4.2 unless public disclosure
Was made pursuant to Article 4.1;

1.2.4  information that is acquired independently from a third party
that has a right to disseminate such information at the time it is
acquired by the Rcé'oiving_?mty; or

125 information that can be ressonably demonstrated by the
Recciving Party to have been developed by Recciving Farty
independently of the Confidential Information received from
Disclosing Party,

“Control” mcans the ownership directly ar indirectly of 50% or mare of
the voting rights in a Person or the ability to direct, directly or indirectly,
the management or policies of a Person, whether through the
appoiniment of the directors, the ownership of voting shares or other
voling rights, pursuant to writien contract or otherwise. “Controls”,
“Controlled by™ and other derivatives shall be construed accordingly,

“Evaluation Material” means information derived in whole or in part
from Canfidential [nformation, and pencrated by or on behalf of the
Receiving Party. For purposes of this Agreement, Evaluation Material
may include without limitation models, technical, financial and
cconomic reports, studies, interpretations, analyscs, s of
reserves, and evaluations and notes of documents or mectings,
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1.6

1.7

L3

"GNPC” means Ghana National Petroleum Corporation. a Statulory
Corporation established by Provisional National Defence Council Law

64 of 1984 with its Head Office at Petroleum House, larbour Road,
Tema,

“Person”™ mcans an individual, joint venture, corporation, company,
firm. partnership, limited partmership, limited liability company, trust,
estale, povernment agency or any other entity, including unincorporated
business associations,

“Petroleum Agreement” means the Petroleum Agroement dated [ ]

between the Government of” the Republic of Ghana, Ghana National
Petroleum Corporation, | | in respect of the Cape Three Points
Block 4 Offshore Ghana (and all amendments and supplements thereta).

“Possible Transaction™ means any passiblc business arrangement with
the Disclosing Party under which Receiving Party would acquire
dircetly or indirectly all or part of the rights and inlerests owned by
Disclosing Party and/or Disclosing Parly Affiliates in one or more
offshore hydrocarbon exploration, development or production assets
located within the Area.

2. Disclosure

In connection with the Possible Transaction, Disclosing Party is willing to disclose to
Receiving Party certain Confidential Information. The Parties agree (hat the
disclosure by the Disclosing Party and the receipt by the Recciving Party of the
Confidential Information is subject to the terms of this Agreement

3 Undertaking of Confidentiality, Restriction on Use and Damages

3.1

32

33

In consideration of the disclosure referred to in Article 2 above, the
Receiving Party agrees that the Confidential Information and the
Evaluation Material shall be held and wreated strictly in confidence and
may not be disclosed, licensed, traded, published or otherwisc revealed
in any manner whatsoever. without the prior written consent of the
Disclosing Parly except as provided in Article 4 helow,

The Receiving Party shall (and shall procure that any Affiliated
Company shall) not use or permit the usc of the Confidential
Information and‘or the Evaluation Material other than for the purpose of
evaluating the Area and determining whether to enter into negotiations
in connection with the Possible Transaction with the Receiving Party.

The Receiving Party shall (and shall procure that any Person that
receives Confidential Information and/or Evaluation Material pursuant
to and in accordance with Article 4.2 hereof shall) keep any Confidential

Information it receives and any copies thereof and any Eva]uation\\ﬂx.-
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34

3.6

Material securc and confidential (in & manncr no less secure and
confidential than Receiving Party and such Persons keep their respective
confidential information) end ta prevent the Confidential Information
and any Evaluation Material from being disclosed in breach of this
Agreement.

The Receiving Party agrees nol 1o disclosc to anyone, excepl as
provided for by Article 4 below, the fact that the Confidential
Information has been made available or that discussions or negotiations
are taking placc or have taken place between Disclosing Party and
Receiving Party or any Party’s Affiliated Companies.

The obligations of the Receiving Party for confidentiality and non-use as
set forth in this Agrcement shall commence from receipt of the
Confidential Information by the Recciving Party. Further, the obligation
not to disclose shall not be affected by bankruptcy, receivership,
assignment, atlachment or scizure procedures, whether initiated by or
against the Receiving Party, nor by the rejection of any agrecment
between GNPC and Disclosing Party and/or Recciving Party, by a
trustee of Receiving Party in bankruptcy, or by the Receiving Party as a
debtor-in-possession or the equivalent of any of the foregoing.

The Receiving Party agrees to indemnity Disclosing Party against direct
damages (including, losses, damages, claims, expenses and reasonable
attorney’s fees) incurred or suffered as a result of a breach of this
Agreement by Receiving Party or its Affiliated Companics. Such direct
damages shall be the sole exclusive remedy, and all other remedics or
damages at law or in equity are waived except such cquitable relief as
may be granted under Article 11, In no event shall the Parties be liable
to cach other for any other damages, including incidental, consequential,
special, or punitive damages, regardless of negligence or fault.

Permitted Disclosure and Obligation of Receiving Party for Permitted
Dixclosures

The Receiving Parly may disclose Confidential Information and/or Evaluation
Malerial without the prior written consent of the Disclosing Party:

4.1

To the extent the Confidential Information and/or Evaluation Material is
required to be disclosed under applicable law, order, decree, regulation
or tule of any governmental enlily having jurisdiction over the
Receiving Party, or any regulatory entity, securities commission or stock
exchange on which the securitics of the Receiving Party or any of its
AMliated Companies are listed or are to be listed. provided that the
Receiving Party shall make all reasonable efforts to give written notice
to the Disclosing Party prior to such disclosure (including full details of
the circumstances of such disclosure); or
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4.2

4.3

To the lollowing persons on a nced to know basis end only for the
purpose described in Article 3.2:

42,1 cemployees. officers and dircctors of the Receiving Party;

422  employces, officers and directors of an Affiliated Company of
the Receiving Party;

42.3  any professional censultunt or agent retained by the Receiving
Party or its Affiliated Company; or

424  any bank, financial institution or entity financing or proposing
to fmance the Possible Transaction, including any professional
consultant retainex] by such bank, financial institution or entity

for the purpose of evaluating the Confidential Information
and/or Cvaluation Material.

Prior to making any such disclosurc to Persons under Articles 4.2.3 and
4.2.4 above. however, the Receiving Parly shall obtain an undertaking of
confidentiality, on terms no less stringent than contained in this
Agreement, from each such Person; provided, however, that in the case
of outside legal counscl, the Receiving Party shall only be requirced to

procure that such legal counsel is bound by an obligation of
conlidentiality.

The Receiving Party shall be responsible to the Disclosing Party for any
act or omission of the enlities and Pcrsons described in Article 4.2 that
would constitute breach of this Agreement as if the action or omission
had been perpetruted by the Receiving Party and shall immediately
notify the Disclosing Party upon becoming aware that Confidential
Information has been disclosed in breach of this Agreement.

Ownership of Confidential Information

5.1

5.2

Receiving Party acknowledges the Confidential Information, excluding
the GNPC Information, remains the property of the Disclosing Party and
the Disclosing Party may usc such Confidential Information for any
purpose without obligation to the Reueiving Party,

Receiving Parly acknowledges that the GNPC Information is and
remains the property of GNPC and GNPC may usc such GNPC
Information for any purpose without obligation to the Disclosing Party
or Receiving Party. In addition, Receiving Parly acknowledges that in
the event that it acquires, directly or indirectly an interest in the Area,
that it muy be required to enter inte a data licensing agreement with

between GNPC and the Receiving Party.

GNPC with respect 1o the GNPC Information on terms to be agmdw



53 The Receiving Party shall ucquire no proprietary intercst in or title or
right to the Confidential [nformation.

Return of Confidentiai Information

6.1 Disclosing Party may demand the retum of the Confidential Information
al any time upon giving written notice to Receiving Party,

6.2 Within thirty (30) days of receipl of the notice referred to in Article 6.1
or upon completion of the Receiving Parly's review and/or evaluation of
the Confidential Information, the Receiving Party shall retain no copics
of the Confidential [nformation, but shall;

6.2.1 Return all ol the original Confidential Information to the
Disclosing Party;

622  Destroy or delete or cause to be destroyed or deleted all copics
and reproductions (hoth written and electronic) of Contidential
Information and any LCvaluation Material in its possession
and/or in the posscssion of persons to whom it was disclosed by
the Receiving Parly. Confidential Information or Evaluation
Material that is in electronic format (including all clectronic
back-up files £ subject to Art 6.3.1) shall also be deleted: and

6.2.3  Provide a writlen cerlification, signed by an authorized officer
of the Recciving Party, that Receiving Party has fully complied
with its obligations under this Clause 6.2.

6.3  The provisions of Article 6.1 and 6.2 do not apply to the fullowing;

6.3.1  Confidential Information or Evaluation Material that is retained
in the computer backup system of Receiving Party or a Person
o whom it was disclosed under Article 4.2 if the Confidential
Information or FEvaluation Material will be destroyed in
accordance with the regular ongoing records retention process
of Receiving Party or such Person and if the Confidential
[nformation is not used prior to its destruction;

632 Confidential Information or Evaluation material that must be
retained under applicable law or regulation, including by stock
cxchange regulations or by governmental order, decree,
regulation or rule; and

.Os
5
(53 )

any corparate documents or reports of the Receiving Party
which contain data derived from the Confidential Information
or Cvaluation Material which were presented to its executive

board {or the equivalent thereof) and are required in accordance |
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10.

with applicable law or its document retention policy to he
retained;

pravided that any Confidential Information andfor Evaluation Material
that is so retwined shall remain subject to the terms ol this Agreement.

Remedies

The Receiving Party understands and acknowledges that any breach of the
terms of this Agreemenl may cause the Disclosing Party irreparable harm, and
damages may not be an adequate remedy, and therefore agrees that the
Disclosing Party, an Affiliatcd Company of Disclosing Party shall have the
right to apply, ex parte without the need to post any type of bond or security, to
a court of competent jurisdiction for spevific performance andfor an order
restraining and enjoining any such breach or further disclosure and for such
ather relicf as may be deemed appropriate. Such right is to be in addition to the
remedies otherwise available to the Disclosing Party. an AfMiliated Company of
Disclosing Party at law or in equity.

Term

This Agreement shall terminate on the later of five (5) years fram the Effcctive
Datc or the date on which disclosure by Disclosing Party is no longer restricted
by the terms of the Petroleum Agreement(s) currently covering the Area.

Representations and Warranties

The Disclosing Party represents and warrants that it has the right and authority
0 disclose the Confidential Information to the Receiving Party. However the
Disclosing Party, its Affiliated Companics and their respective principals,
olTicers, dircctors and employees make no representation or warranties, express
or implied as to the quality, accuracy and completeness of the Confidential
Information disclosed hereunder, and the Recciving Party expressly
acknowledges the inherent risk of error in the acquisition, processing, and
interpretation ol gealogical and geophysical data. The Disclosing Party, its
Affiliated Companies and their respective principals, officers, direclors and
employees shall have no liability whatsoever with respect to the use of or
rcliance upon the Confidential Tnformation by the Receiving Party or its
Affiliatcd Companies or Persons o whom the Reeciving Party discloses
Confidential Tnformation under Ardcle 4.2.

Assignment

The rights and obligations of the Receiving Parly under this Agreement may
not be assigned in whale or in part by the Receiving Party without the prior
writien consent of the Disclosing Parly. Any attemprted assignment hy
Receiving Parly without the prior written approval of Disclosing Party shall he
void. Without limiting the prior provisions of this Armicle 10, this Agrcement
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11.

shall bind and inurc to the benefit of the Parties and their respeclive Successors
and permiticd assigns,

Guverning Law and Dispute Resolution

11.1

11,2

113

11.4

115

This Agreement shall be governed by and interpreted in accordance with
the Jaws of England and Walcs.

Subject W Article 7 of this Agreement, any dispute arising oul of,
relating to. or in connection with this Agreement, including any question
regarding its existence, validity or termination. shall be scttled under the
Rules of Arhitration of the International Chamber of Commerce by three
arbitrators appointed in accordance with said rules. ‘The place of

arbitration shall be London, England. The proceedings shall be in the
English language,

The resulting arbitral award shall be final and binding without right of
appeal, and judgment upon such award may be entcred by any court
having jurisdiction thercof, A dispute shall be deemed to have arisen
when either Party notifies the other Party in writing o that effect,
Receiving Party understands and acknowledges that any breach of the
terms of this Agreement may causc the Disclosing Party irreparable
harm for which demages may not be an adequate remedy. Accordingly,
the arbitrator may award both monetary and equitable relief, including
injunctive relief and specific performance or other such relief as may be
decmed appropriate. The Disclosing Party may apply to any competent
judicial authority for interim or conservatory relief; an application for
such measures or an application for the enforcement of such measures
ordered by the arbitrator shall not be deemed an infringement or waiver
of the Apreement to arbitrate and shall not affect the powers of the
arbitrator, Any monetary award issued by the arbitrator shall be payable

in U1.S, dollars, Each Party waives any right to damages other than those
provided in Article 3.6.

Unless the Parties expressly agree in writing to the contrary, the Parties
undertake as a general principle to keep confidential all awards in their
arbiteation, together with all materials in the proccedings created for the
purpose of the arbitration and all other documents produced by another
party in the proceedings not otherwise in the public domain - save and to
the extent that disclosure may be required of a Party by legal duty, to
protect or pursue a legal right or to enforce or challenge an award in

bona fide legal proceedings heforc a stale court or other judicial
authority.

Any Party that now or hcreafier has a right to claim immunity for itself
ar any of its assets hereby waives such immunity end agrees not to claim

such immunity, in connection with this Agreement, including any GPJ
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12.

13.

14.

15.

16.

dispute hereunder.  This waiver includes immunity from (A) legal
process of any sort whatsoever, (B) jurisdiction or judgment, award,
determination, order or decision of any court, arbitrator, tribunal or
Expert, (C) inconvenient forum, and (D) any effort to confirm, enforce,
or execufe any decision, settlement, award, judgment, service of pracess,
execution order, attachment (including pre-judgment attachment) or
other remedy that results from an expert determination, arbitration or
any judicial or administrative proceedings commenced pursuant to this
Agreement.

Nan-exclusivity

The disclosure of Caonfidential [nformation to Receiving Party is non-exclusive,
and Disclosing Party may disclose the Confidential Information to others at any
time pursuant to the terms and conditions of the Petroleum Agreemcents,

No Rights in the Area

Unless othcrwise expressly stated in writing, any prior or future proposals ar
offers made in the course of the discussions of the Parties are subject to all
hecessary management and government approvals and may be withdrawn by
either Party for any reason or for no reason at any time. Nothing contained
herein is intended to confer upon Recciving Party any right whatsoever to the
interest of Disclosing Party in the Area.

No Waiver

No waiver by either Party of any vne or more breaches of this Apgreement by
the other Party shall operate or be construed as a waiver of any future breach or
breaches by the same or other Party, whether of like or of different character.
Except as may he cxpressly provided in this Agreement no Party shall be
deemed to have waived, rcleased or modilied any of its rights under this

Agreement unless such Party has expressly stated in writing, that it docs waive,
release or modify such right,

Modifications

No amendments, changes or mudifications to this Agreement shall be valid
excepl if the same are in writing and signed by a duly authorized representative
of each of the Parties hereto.

Severability

[f any term of this Agreement is held by a court of competent Jurisdiction to he
invalid or unenforceable, then this Agreement, including all of the remaining

term: had never been included,

terms, will remain in full force and effect as if such invalid or unenibrceahlohr*.
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17.

18.

19.

20.

Interpretation

17.1 Headines. The topical headinps wsed in this Agrcement are for
convenience only and shall notl be construcd as having any substantive
significance or as indicating that all of the provisions of this Agreement
rclating to any topic are o be found in any particular Article,

17.2  Singular and Plural. Reference w the singular includes a reference to
the plural and vice versa,

173 Include. The words “include™ and “including” have an inclusive
meaning, are used in an illustrative sense and not a limiting sense. and

are not intended to limit the gencrality of the description preceding or
fallowing such term.

Counterpart Execution

I'his Agreement may be executed in counterparts and cach counterpart shall be
decmed an original Agrcement for all purposes; provided that neither Party
shall bc bound to this Agreemcnt until both parties huve cxccuted a
counterparl. For purposes of assembling the counterparts into one document,
Disclosing Party is authorized to detach the signature page from one
counterpart and, after signature thercof by Receiving Party, attach cach signed
signature page to a counterpart.

Entirety

This Agreement comprises the full and complete agreement of the Parties
hereto with respect to the disclosure of the Confidential Information and
supersedes and cancels all prior communications, understandings and
agreements among the Parties with respeet to disclosure of the Confidential
Information to the Receiving Party by the Disclosing Party, whether written or
oral, expressed or implied.

No Third Party Beneficiarics

201 This Agreement is made for the benefit of the Partics, any Affiliated
Company of the Disclosing Party and their respective successors and
permitted assigns,

20.2 Ttis the intention of the Partics that:

(a} any person who is an Affiliated Company of the Disclosing
Partv: and

(b}  GNPC in respect of any GNPC Information,

has a right under the U K. Contract (Rights of Third Parties) Act 1999 to
cnforce or enjoy the benefit of any term of this Agreement, Except as
aforcsaid, a person wha is not a party to this Agreement has no right
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21.

22.

under such Act to enforce or enjoy the benelit of any term of this
Agreement,

20.3 Notwithstanding any provisions of this Agreement, the Parties to this
Agreement do not require the consent of any third party to vary this
Agreemenl af any time provided that the consent of GNPC will be

required for any variation which relates to any provision as it applies o
GNPC Information.

Anti-Bribery/Anti-Corruption

The Parties hereby agree that, in relation to this Agreement and the subject
matier hereof. they shall at all times comply with all applicable law, regulations
and codes relating to anti-bribery and anti-corruption, including but not limited
to ensuring that cach of the Parties and their respective representatives shall not
engagce in any aclivily, practice or conduct which would constitute an affence
under any such laws, regulations or codes (as may be amended from time ©
time).

Notices

All notices authorized or required between the Parties by any of the provisions
of this Agrecment shall be in writing, in English and delivered in person or by
courier service or by facsimile which provides written confirmation of
complete transmission, and properly addressed to such Partics as shown below,
Oral communication and email do not constitutc notice for purposcs of this
Agreement and email addresses and telephone numbers for the Partics are
listed below as a malter of convenience only. A notice given under any
provision of this Agrcement shall be deemed delivered only when reccived by
the Party to whom such notice is directed, and the time for such Party to defiver
any nafice in response t such originating notice shull run from the date the
originating natice is received. “Reeeived” for purposes of this Article 21 shall
mean actual delivery of the notice to the address or facsimile address of the
Party specificd hereunder. Cach Party shall have the right to change its address
at any time and/or designhate that copies of all such notices be dirccted to
another person, by giving written notice thereo! 1o ull other Parties.

Disclosing Party Name S
Address:

Attcntion:

Facsimile:

Email:

Telephone

Reeciving Party Name
Address:
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Afttention:
Facsimile:
Email:
‘I'elephone:

™ WITNESS WHEREOT the duly authorized representatives of the Parties have

caused this Agreement to be executed an the date first written above.

DISCLOSING PARTY
I ]

Signature:

Name:

Tide:

Dags: - -

RECELVING PARTY
L |

Signature:

Name:

Title:

Date:




ANNEX 4
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ANNEX 5
PRINCIFLES OF THE PROJECT OPERATING STRUCTURE

* Eni will huild a competent tcam that includes personnel of Explorco within eni
(shana's established organization and in accordance with eni's defined corporate
palicics, procedures and processes to operate Block 4

* Explorca would be required to second technical and managerial personnel
within the eni Ghana organization in respect of Block 4

* There shall be an agreed professional training and mentoring plan tailored to
the specific needs of Explorco sccondees. However this should nat exclude
Explorco personnel from partaking in training programs organized for eni
employees.

* Fxplorco would sccond an agreed number of pemsonncl from  different
disciplines (technical, commercial, etc) for an agreed period of time and during
the dilTerent phases of projeet activities: Fxploration. Development,
Construction. Production.

¢ Number of secondecs shall increase in accordance with associated
responsibilitics in the following manner:

I. Exploration Phase: up ta five (5) personnel

2. Development/Construction Phasc: up to ten (10) personnel
including Commercial, Driliing, Reservoir,
Facilities/Construction Engineers, legal, Project Management,
Human Resource. HSE etc., but excluding G&G personnel.

3. Production Phase: up to fifteen (15) personnel for all relevant
disciplines.

Other relevant details such as secondment period and remuneration and benefits for
such secondees will be discussed and captured in Sccondment Agreements, \ \



