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THIS PETROLEUM AGREEMENT, made this .... 6\ 780) L R—— 2004, by and
among the Government of the Republic of Ghana (hereinafter referred to as "The State"),
represented by the Minister of Energy (hereinafter referred to as the "Minister"), the Ghana
National Petroleum Corporation, a public corporation established by Provisional National
Defence Council Law 64 of 1983 (hereinafter referred to as ("GNPC"), and Kosmos Energy
Ghana HC, a Cayman Islands exempted company (“Kosmos”) and the E.O.Group, a
Ghanaian Company (“EO”), (EO and Kosmos being hereinafter referred to as "Contractor")

WITNESSETH:

1. All Petroleum existing in its natural state within Ghana is the property of the Republic
of Ghana and held in trust by the State.

2. GNPC has by virtue of the Petroleum Law the right to undertake Exploration,
Development and Production of Petroleum over all blocks declared by the Minister to
be open for Petroleum Operations.

3. GNPC is further authorised to enter into association by means of a Petroleum
Agreement with a contractor for the purpose of Exploration, Development and
Production of Petroleum.

4. The Contract Area that is the subject matter of this Petroleum Agreement has been
declared open for Petroleum Operations by the Minister and the Government of Ghana
desires to encourage and promote Exploration, Development and Production within the
said area. GNPC and the State have assured Contractor that all of said area is within the
jurisdiction of the Republic of Ghana.

wn

Contractor, having the financial ability, technical competence and professional skills
necessary for carrying out the Petroleum Operations herein described, desires to
associate with GNPC in the Exploration for, and Development and Production of, the
Petroleum resources of the said area.

6. The Parties recognise that Ghanaian nationals-should as soon as reasonably possible be
engaged in employment at all levels in the Petroleum industry, including technical,
administrative and managerial positions, and that to achieve this objective an adequate
programme of training must be established as an integral part of this Agreement.

NOW THEREFORE, in consideration of the mutual covenants herein contained, it is
hereby agreed and declared as follows: - .
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ARTICLE 1

DEFINITIONS |

1
1.1

In this Agreement:

“Accounting Guide” means the accounting guide which is attached hereto as Annex
2 and made a part hereof.

“Additional Paying Interest” means GNPC’s right to acquire an interest in a
Commercial Discovery by paying its proportionate share of all Petroleum Costs
subject to Article 2.6;

""Affiliate" means any person, whether a natural person, corporation, partnership,
unincorporated association or other entity:

a) In which one of the Parties hereto or one of the companies comprising
Contractor directly or indirectly holds more than fifty percent (50%) of the
share capital or voting rights;

b) Which holds directly or indirectly more than fifty percent (50%) of the share
capital or voting rights in a Party hereto or in one of the companies
comprising Contractor;

c) In which the share capital or voting rights are directly or indirectly, and to an
extent more than fifty percent (50%), held by a company or companies
holding directly or indirectly more than fifty percent (50%) of the share
capital or voting rights in a Party hereto or in one of the companies
comprising Contractor;

d) Which holds directly five percent (5%) or more of the share capital or voting
rights.in Party hereto or in one of the-companies comprising Contractor.

"Agreement" means this Agreement between the State, GNPC and Contractor, and
includes the Annexes attached hereto;

"Appraisal Programme" means a programme carried out following a Discovery of
Petroleum for the purpose of delineating the accumulation of Petroleum to ‘which that
Discovery refates in terms of thickness and Tateral extent and estimating the quantity
of recoverable Petroleum therein:

"Appraisal Well" means a well drilled for the purposes of an Appraisal
Programme;

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

o

&



1.10

1.12

1.13

1.14

LS

1.16

~ 117
1.18

1.19

1.20

1.21

"Barrel" means a quantity or unit of Crude Oil equal to forty two (42) United States
gallons at a temperature of sixty (60) degrees Fahrenheit and at 14.65 psia pressure;

"Block" means an area of approximately six hundred and eighty-five (685) square
kilometres as depicted on the reference map prepared by the Minister in accordance
with the provisions of the Petroleum Law;

"Calendar Year" means the period of twelve (12) months of the Gregorian calendar,
commencing on January 1 and ending on the succeeding December 31;

"Carried Interest" means an interest held by GNPC in respect of which Contractor
pays for the conduct of Petroleum Operations without any entitlement to
reimbursement from GNPC other than for Produc_tion Operations;

"Commercial Discovery" means a Discovery, which is determined to be
commercial in accordance with the provisions of this Agreement;

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

"Contract Area" means the area covered by this Agreement in which Contractor is
authorised to 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 hereunder are hereafter
from time to time relinquished or surrendered pursuant to this Agreement;

"Contractor" means Kosmos and EO and their respective successors and assignees;

"Contract Year" means a period of twelve (12) calendar months, commencing on .
the Effective Date or any anniversary thereof:

"Crude Oil" means hyd-rocarbons. which are liquid at 14.65 psia pressure and sixty
(60) degrees Fahrenheit, and includes condensates and distillates obtained from
Natural Gas;

"Date of Commencement of Commercial Production" means, in respect of each
Development and Production Area, the date on which production of Petroleum under-
a program of regular production, lifting and sale commences;

“Date of Commercial Discovery" means the date referred to in Article 8.12;

“Deepwater” means a water depth of 200 meters or more.

“Delivery Point” shall have the meaning ascribed it in Article 10.5; q&\x



1.22

1.23

1.24

1.25

1.26

127

1.28

"Development" or "Development Operations”" means the preparation of a
Development Plan, the design, engineering, building and installation of facilities for
Production, and includes drilling of Development Wells, construction and installation
of equipment, pipelines, facilities, plants and systems, in and outside the Contract
Area, which are required for achieving Production, treatment, transport, storage and
lifting of Petroleum, and preliminary Production and testing activities carried out
prior to the Date of Commencement of Commercial Production, and includes all
related planning and administrative work, and also includes drilling and installation
of wells and equipment for pressure maintenance and/or for increasing production
rates, but excludes all secondary and tertiary costs except the costs of wells and
equipment;

"Development Costs" means Petroleum Costs incurred in Development Operations;

"Development and Production Area" means that portion of the Contract Area
reasonably determined by Contractor (or by GNPC if 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 accumulation of Petroleum constituting a Commercial Discovery,
enlarged in area by ten percent (10%), such enlargement to extend uniformly around
the perimeter of such accumulation and further enlarged by the area covering any
extension of the accumulation which is revealed by further development work
provided that such extension is within the Contract Area;

"Development Period" means in respect of each Development and Production Area,
the period from the Date of Commercial Discovery until the Date of Commencement
of Commercial Production; i

"Development Plan" means the plan for Development of a Commercial Discovery
prepared by Contractor in consultation with the Joint Management Committee and
approved by the Minister pursuant to Article 8;

"Development Well" means a well drilled in accordarice with a Development Plan ~

for producing Petroleum, for pressure maintenance or for increasing the Production
rate;

"Discovery" means Petroleum not previously known to have existed, recovered at

the surface in a flow measurable by conventional petroleum industry testing methods;

1.29 "Discovery Area" means that portion of the Contract Area, reasonably determined by

Contractor (or by GNPC if a Sole Risk Operation pursuant to Article 9) on the basis
of the available seismic and well data to cover the real extent of the geological
structure in which a Discovery is made. A Discovery Area may be modified at any
time by Contractor (or by GNPC if applicable), if justified on the basis of new
information, but may not be modified after the date of completion of the Appraisal
Programme.
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1.22

123

1.24

1.25

1.26

127

"Development" or "Development Operations" means the preparation of a
Development Plan, the design, engineering, building and installation of facilities for
Production, and includes drilling of Development Wells, construction and installation
of equipment, pipelines, facilities, plants and systems, in and outside the Contract
Area, which are required for achieving Production, treatment, transport, storage and
lifting of Petroleum, and preliminary Production and testing activities carried out
prior to the Date of Commencement of Commercial Production, and includes all
related planning and administrative work, and also includes drilling and installation
of wells and equipment for pressure maintenance and/or for increasing production
rates, but excludes all secondary and tertiary costs except the costs of wells and
equipment;

"Development Costs" means Petroleum Costs incurred in Development Operations;

"Development and Production Area" means that portion of the Contract Area
reasonably determined by Contractor (or by GNPC if 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 accumulation of Petroleum constituting a Commercial Discovery,
enlarged in area by ten percent (10%), such enlargement to extend uniformly around
the perimeter of such accumulation and further enlarged by the area covering any
extension of the accumulation which is revealed by further development work
provided that such extension is within the Contract Area;

"Development Period" means in respect of each Development and Production Area,
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 Joint Management Committee and
approved by the Minister pursuant to Article 8;

"Development Well'" means a well drilled in accordarice with a Development Plan -

for producing Petroleum, for pressure maintenance or for increasing the Production
rate;

"Discovery' means Petroleum not previously known to have existed, recovered at
the surface in a flow measurable by conventional petroleum industry testing methods;

"Discovery Area" means that portion of the Contract Area, reasonably determined by
Contractor (or by GNPC if a Sole Risk Operation pursuant to Article 9) on the basis
of the available seismic and well data to cover the real extent of the geological
structure in which a Discovery is made. A Discovery Area may be modified at any
time by Contractor (or by GNPC if applicable), if justified on the basis of new
information, but may not be modified after the date of completion of the Appraisal
Programme.



1.30 "Effective Date" shall have the meaning ascribed to it in Article 26.9;

1.31

133

1.35

1.37

1.38

1.40

1.41

"Exploration" or "Exploration Operations" means the search for Petroleum by
geological, geophysical and other methods and the drilling of Exploration Well(s)
and includes any activity in connection therewith or in preparation thereof and any
relevant processing and including technical and economic feasibility studies that may
be carried out to determine whether a Discovery of Petroleum constitutes a
Commercial Discovery;

"Exploration Costs" means all Petroleum Costs incurred in connection with
Exploration and/or Exploration Operations, including all costs incurred prior to a
Commercial Discovery;

"Exploration Period" means the period commencing on the Effective Date and
continuing during the time provided for in Article 3.1 within which Contractor is
authorized to carry out Exploration Operations and shall include any periods of
extensions provided for in this Agreement. The period shall terminate with respect to
any Discovery Area on the Date of Commercial Discovery in respect of such
Discovery Area which becomes a Development and Production Area;

"Exploration Well" means a well drilled in the course of Exploration Operations
conducted. hereunder during the Exploration Period, but does not include an
Appraisal Well;

"Extension Period" means any of the First Extension Period or Second Extension
Period;

“First Extension Period” shall have the meaning ascribed to it in Article 3.1 a(ii);
“First Subperiod” shall have the meaning ascribed to it in Article 3.1 a(i);

"Force Majeure' means any event beyond the reasonable control of the Party
claiming to be affected by such évent which has not been »br6ught about at its
instance, including, but not limited to, earthquake, storm, flood, lightning or other
adverse weather conditions, war, embargo, blockade, riot or civil disorder;

""Foreign National Employee" means an expatriate employee of Contractor, its
Affiliates, or its Sub-contractors who is not a citizen of Ghana;

"Ghana' means the territory of the Republic of Ghana and includes the sea, seabed
and subsoil, the continental shelf and all other areas within the jurisdiction of the
Republic of Ghana;

“Gross Production" means the total amount of Petroleum produced and saved from
a Development and Production Area during Production Operations, which is not used
by Contractor in Petroleum Operations, and is available for distribution to the Parties
in accordance with Article 10;



1.42

1.43

1.44

1.45

1.46

1.47

1.48

1.49

1.50
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"Gross Negligence" means the intentional failure to perform a manifest duty in
reckless disregard of the consequences as affecting the life or property of another;
including, such a gross want of care and regard for the rights of others as to justify
the presumption of willfulness and wantonness;

“Initial Exploration Period” shall have the meaning ascribed to it in Article 3.1

(@)

"Joint Management Committee (JMC)" means the committee established
pursuant to Article 6.1 hereof;

“Market Price” shall have the meaning ascribed to it in Article 1 1.7
"Minister" means Minister of Energy;
""Month' means a month of the Calendar Year;

"Natural Gas" means all hydrocarbons which are gaseous at 14.65-psia pressure
and sixty (60) degrees Fahrenheit temperature and includes wet gas, dry gas and
residue gas remaining after the extraction of liquid hydrocarbons from wet gas;

""Non-Associated Gas'" means Natural Gas produced from a well other than in
association with Crude Oil;

"Operator' means "Kosmos" or such other Party as may be appointed by Contractor
with the approval of GNPC and the State, which approval shall not be unreasonably
delayed or withheld;

“Participating Interest” shall have the meaning as ascribed to it in Articles 2.4 and
2.8;

""Party" means the State, GNPC or all or any of companies constituting Contractor,
as the case may be;

"Paying Interest' means an interest held by GNPC in respect of which GNPC pays
for its two point five per cent (2.5%) of future Petroleum Costs, including capital
costs, Development Costs and Production Costs;

""Petroleum" means Crude Oil or Natural Gas or a combination of both;
"Petroleum Costs" means all expenditures made and costs incurred, both within and
outside Ghana, in conducting Petroleum Operations hereunder, determined in

accordance with the Accounting Guide attached hereto as Annex 2

"Petroleum Income Tax Law'" means the Petroleum Income Tax Law, 1987
(PNDCL 188);



1.58

1.60

1.61

1.62

1.63

1.65

1.66

1.67

1.68

1.69

"Petroleum Law" means the Petroleum (Exploration and Production) Law, 1984
(PNDCL 84) and any amendment thereto or replacement thereof;

"Petroleum Operations' means all activities, both in and outside Ghana, relating to
the Exploration for, Appraisal, Development, Production, handling and transportation
of Petroleum contemplated under this Agreement and includes Exploration
Operations, Development Operations and Production Operations and all activities in
connection therewith;

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

"Production" or "Production Operations" means activities undertaken in order to
extract, save, treat, measure, handle, store, sell, market, load and transport Petroleum
to storage and/or loading points and to carry out any type of primary and secondary
operations, including recycling, recompression, maintenance of pressure and water
flooding and all related activities such as planning and administrative work and shall
also include maintenance, repair and replacement of facilities, and well workovers,
conducted after the Date of Commencement of Commercial Production of the
respective  Development and  Production Area but excluding Development
Operations, and shall also include drilling of wastewater wells, water flooding, steam
injection, gas injection and any other such secondary or tertiary recovery operations;

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

"Quarter' means a period of three (3) calendar months, commencing January 1,
April 1, July 1 or October 1:

“Rate of Return” shall have the meaning ascribed to it in Article 10;

“Second Extension Period” shall have the meaning ascribed to it in Article 3.1 a(ii);

“Second Subperiod” shall have the meaning ascribed to it in Article 3.1 a(i);
“Shallow water” means a water depth less than 200 meters

“Sole Risk Operation” means an operation conducted at the sole cost, risk and
expense of GNPC in accordance with Article 9.

“Specified Rate" means the rate which the National Westminster Bank, PLC
London, certifies to be the London Interbank Offered Rate (LIBOR) in the London
Interbank Eurodollar market on thirty (30) day deposits, in effect on the last business
day of the last respective preceding month, plus five per cent (5%);

"Standard Cubic Foot" or "SCF" means the quantity of gas that occupies one (1)
cubic foot at 14.65 psia pressure and sixty (60) degrees Fahrenheit temperature;
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1.70 "State" means the Government of the Republic of Ghana;
.71 "Subcontractor' has the meaning assigned to that term in the Petroleum Law;

1.72" "Termination" means termination of this Agreement pursuant to Article 23
hereof;

.73 "Work Programme" means the annual plan for the conduct of Petroleum
Operations prepared pursuant to Articles 4.3,6.4and6.5.



ARTICLE 2

SCOPE OF THE AGREEMENT. INTERESTS OF THE PARTIES
AND CONTRACT AREA

2.1

22

23

2.4

2.6

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

Subject to the provisions of this Agreement, Contractor shall be responsible for the
execution of such Petroleum Operations as are required by the provisions of this
Agreement and subject to Article 9, is hereby appointed the exclusive entity to
conduct Petroleum Operations in the Contract Area. GNPC shall at all times
participate in the management of Petroleum Operations and in order that the Parties
may cooperate in the implementation of Petroleum Operations, GNPC and
Contractor shall establish a Joint Management Committee, to conduct and manage
Petroleum Operations.

In the event that no Commercial Discovery is made in the Contract Area, or that
Gross Production achieved from the Contract Area is insufficient fully to 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
Contractor in respect of such loss.

Subject to Article 2.6 GNPC shall have a ten percent (10%) Participating Interest in
all Petroleum Operations under this Agreement. With respect to all Exploration and
Development Operations, GNPC's Participating Interest shall be a Carried Interest.
With respect to all Production Operations, GNPC’s Participating Interest shall be a
Paying Interest.

For the avoidance of doubt, GNPC shall only be liable to contribute to Petroleum
Costs incurred in respect  of Production Operations in_any Development and

~ Production Area to the extent of its ten percent (10%) Participating Interest;

GNPC shall have the option to acquire an Additional Paying Interest of two and one
half percent (2 '4) in a Commercial Discovery. In order to acquire the Additional
Interest GNPC must notify Contractor within sixty (60) days of Contractor’s notice
to the Minister that a Discovery is a Commercial Discovery of its intention to
acquire the Additional Interest. If within the 60 days GNPC does not give notice,
GNPC’s interest will remain as described in Article 2.4. If GNPC acquires the
Additional Interest, GNPC must pay its two and one half percent (2%%) of all future
Petroleum Costs, including capital costs, Development and Production Costs as
approved by the JMC. If GNPC fails to pay these costs and those associated with
Production Operations described in Article 2.4 then the Contractor shall be entitled
to recover the said costs, together with agreed interest thereon of not less than the
cost of capital of the Contractor in funding such costs, from production revenues.
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2.7

2.8

2.9

GNPC may during the Exploration Period assist Contractor in carrying out
Contractor’s obligations expeditiously and efficiently as stipulated in Article 7.3.
Upon completion of the work associated with said assistance, GNPC shall invoice the
Contractor for the costs incurred and shall provide reasonable supporting
documentation in respect of such costs. Contractor shall pay GNPC the invoiced
amount within thirty (30) days of receipt of the invoice. The actual amount of the
invoice submitted by GNPC shall be at rates agreed by GNPC and the Contractor for
such services.

Contractor's Participating Interest in all Petroleum Operations and in all rights under
this Agreement shall be ninety per cent (90%) (or eighty-seven point five per cent
(87.5%) if GNPC exercises its rights under Article 2.6 to acquire an additional two
point five per cent (2.5%) Paying Interest), pursuant to Article 2.4 and 2.5.

As of the Effective Date, the Contract Area shall cover a total of one thousand nine
hundred and fifty-seven point zero five square kilometres (1957.05 km?) as depicted
by Annex 1. During the Exploration Period, Contractor shall pay rentals to the State
for that area included within the Contract Area at the beginning of each Calendar
Year or at the beginning of each period of the Exploration Periods, or on the creation
of a Development and Production Area, for the entire Development and Production
Period as the case may be, provided that a pro-rata payment shall be made to cover
the period from the Effective Date to the beginning of the first Calendar Year and
according to the provisions of Article 12.2(v) below.



ARTICLE 3

EXPLORATION PERIOD

3.l

The Exploration Period shall begin on the Effective Date and shall not cover a period
of more than seven (7) Contract Years, unless it is extended in accordance with the
terms of this Agreement, or the Agreement is sooner terminated. Should the
envisaged new regulatory regime extend the deepwater exploration period,
Contractor shall benefit from such extension of the Exploration Period. In which
case the exploration programme with its corresponding financial commitments for
the additional period shall be renegotiated by both parties in good faith.

a)

b)

c)

The Exploration Period shall be divided as follows:

(i) An Initial Exploration Period of three (3) years ("Initial Exploration
Period") further subdivided into Subperiods:

L, One and one-half (1 1/2) years (“First Subperiod”); and
2 One and one-half (1 1/2) years (“Second Subperiod”); plus

(i) Two (2) separate Extension Periods totalling four (4) years:

l. Two (2) years for the first such period ("First Extension
Period"); and
2 Two (2) year for the second of such periods ("Second

Extension Period").

At the end of the First Subperiod, Contractor shall elect to drill a well during
the Second Subperiod or relinquish the entire Contract Area. Contractor shall
have the right to relinquish the entire Contract Area and withdraw from this
Agreement upon the expiration of any of the First Subperiod, the Second
Subperiod, the” First Extension Period and the Second Extension Period;
subject only to notifying GNPC not less than thirty (30) days before expiration
of the relevant period and provided Contractor has completed the applicable
work obligation of the First Subperiod or Second Subperiod, or any of the
Extension Periods (as applicable) during which such relinquishment and
withdrawal is made.

Where Contractor has fulfilled its work and expenditure obligations set out in
Article 4.3 before the end of a specific Subperiod or any of the Extension
Periods, as the case may be, and has exercised its option by applying to the
Minister in writing for an extension into the next phase, the Minister will be
deemed to have granted such extension into the Second Subperiod, First
Extension Period or Second Extension Period, as applicable.



3.2

d) For each well drilled by Contractor or with Contractor’s participation during
the Initial Exploration Period (beyond those referred to in Article 4.3), the
Initial Exploration Period shall be extended by six (6) months and the
commencement of subsequent periods shall be postponed in their entirety
accordingly.

Subject to the provisions of Article 3.4, Contractor will be entitled to an extension or
extensions of the Exploration Period as follows:

a)  Where at the end of the Second Subperiod, the First Extension Period or the
Second Extension Period, Contractor is drilling or testing any well, Contractor
shall be entitled to an extension for a period of up to one hundred and eighty
(180) days in which to complete such work and assess the results and to elect
by giving the Minister notice in writing whether to proceed to the First
Extension Period or the Second Extension Period, as applicable; provided
further, neither the expiration date of the next succeeding period nor the term of
this Agreement shall be extended thereby. In the event that Contractor notifies
the Minister that the results from any such well show a Discovery which merits
appraisal, Contractor shall be entitled to a further extension for such period as
may be reasonably required to carry out an Appraisal Programme and
determine whether the Discovery constitutes a Commercial Discovery;

b)  Where at the end of the Second Extension Period, Contractor is engaged in the
conduct of an Appraisal Programme in respect of a Discovery which has not
been completed, Contractor shall be entitled to such extension as may be
reasonably required to complete that Appraisal Programme and determine
whether the Discovery constitutes a Commercial Discovery;

¢) Where at the end of the Second Extension Period Contractor is in the process of
completing work not falling under paragraphs (a) or (b) in this Article 3.2 above,
or under Article 4.3(c), then Contractor shall be entitled to such extension of
time as the Minister considers reasonable for the purpose of completing such
work. 3

d) If during the Second Extension Period, including extensions under (a), (b) and
(c) in this Article 3.2 above, Contractor gives to the Minister a notice of
Commercial Discovery pursuant to Article 8.8. the Exploration Period shall not
terminate until Contractor has prepared and submitted a Development Plan
relating to such- Discovery for the approval’ of the Minister and, if the
Exploration Period would otherwise have been terminated, the Exploration
Period shall terminate:

i) when the Minister has approved the Development Plan as set out in
~ Article 8; or

i) in the event that the Development Plan is not approved by the Minister
as set out in Article 8 and the matter or matters in issue between the




3.3

34

3.5

Minister and Contractor have been referred for resolution under Article

24, one (1) month after the date on which the final decision thereunder
has been given. !

Where Contractor has during the Initial Exploration Period or, as the case may be,
during the First Extension Period, failed to fulfil its work and expenditure obligations
under Article 4 in respect of that period but has made reasonable arrangements to
remedy its default during the First Extension Period or, as the case may be, the
Second Extension Period, Contractor shall be entitled to an extension, subject to such
reasonable terms and conditions as the Minister may stipulate to assure performance
of the work

Save in respect of a Discovery Area:

a) In the circumstances and subject to the limitations set forth in Section 12 (3) of
the Petroleum Law; or

b) In a case falling within the provisions of Article 3.2 (d),

Nothing in Article 3.2 shall be read or construed as requiring or permitting the
extension of the Exploration Period beyond seven (7) years (or ten (10) years if
applicable) from the Effective Date except for reasons of Force Majeure; or as
provided in Article 4.10.

The provisions of Article 3.2 (a), (b) and (c), so far as they relate to the duration of
the extension period to which Contractor will be entitled, shall be read and construed
as requiring the Minister to give same effect to the provisions of Article 8 relating to
the time within which Contractor must meet the requirements of that Article.



ARTICLE 4

MINIMUM EXPLORATION PROGRAMME

4.1

4.2

4.3

Exploration Operations shall begin as soon as practicable and in any case not later
than seventy five (75) days after the Effective Date.

GNPC shall, at the request of Contractor, make available to it 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 the costs reasonably incurred in procuring or
otherwise making such records and information available to Contractor.

Subject to the provisions of this Article and Article 3.2 in discharge of its obligations
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 work
specified hereinafter:

a) Initial Exploration Period: Commencing on the Effective Date and
terminating at the end of three (3) Contract Years, which is made up of the
following:

First Subperiod (1% years):

Description of Work: By the end of the First Subperiod of the Initial
Exploration Period, Contractor shall have undertaken the seismic
programme described below:

() Contractor shall acquire, process and interpret at least one
thousand square kilometres (1000km?) of new 3-D seismic data;

Minimum Expenditure: Contractor's minimum expenditure for the work in the -
First Subperiod of the Initial Exploration Period shall be four million U.S. dollars
(US$4,000,000).

Second Subperiod (1% vears)

Description of Work: By the end of the Second Subperiod of the Initial”
Exploration Period, Contractor shall have drilled at least one (1) Exploration
Well in the Contract Area.

Minimum Expenditure: Contractor's minimum expenditure for the work in
the Second Subperiod of the Initial Exploration Period shall be eight million
U.S. dollars (US$8,000,000).

b) First Extension Period: Commencing at the end of the Initial Exploration
Period and terminating at the end of a further two (2) Contract Years.
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Description of Work: By the end of the First Extension Period, Contractor
shall have drilled at least one (1) Exploration Well on the Contract Area.

Minimum Expenditure: Contractor's minimum expenditure for the work
in the First Extension Period shall be eight million US dollars
(US$8,000,000).

c) Second Extension Period: Commencing at the end of the First Extension
and terminating at the end of a further two (2) Contract Years.

Description of Work: By the end of the Second Extension Period,
Contractor shall have undertaken the drilling program described below:

Contractor shall drill one (1) Exploration Well in the Contract Area.

Minimum Expenditure: Minimum expenditure for work in the Second
Extension Period shall be eight million U.S. dollars. (US$8,000,000).

d)  Work and expenditures accomplished in any Subperiod or Extension Period in
excess of the above obligations may be applied as credit in satisfaction of
obligations called for in any other Subperiod or Extension Period. The
fulfilment of any work obligation shall relieve Contractor of the
corresponding minimum expenditure obligation, but the fulfilment of any
minimum expenditure obligation shall not relieve Contractor of the
corresponding work obligation.

e) The principle of Article 4 is that, the fulfilment of any minimum Work
Programme supersedes its corresponding minimum expenditure. However, for
any Extension Period or Subperiod, for which the entire minimum work
obligation is not met by Contractor, the corresponding part of the minimum
expenditure obligation relating to such unfulfilled work obligation shall be
payable to GNPC. Once Contractor has paid GNPC this amount, Contractor
shall be deemed to have fulfilled the minimum work obligation for that
Extension Period or Subperiod.

No Appraisal Wells drilled or seismic surveys carried out by Contractor as part of an
Appraisal Programme undertaken pursuant to Article 8 and no expenditure incurred
by Contractor in carrying out such Appraisal Programme shall be treated as
discharging the minimum work obligations under Article 4.3.

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 thereon with appropriate maps, cross sections and
illustrations, as well as a geophysical survey of the Contract Area which, when
combined with existing data provides:

i
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a) A minimum seismic grid adequate to define prospective drill sites over
g q prosp
prospective closures as interpreted from data available to Contractor; and

(b) A seismic evaluation of structural and stratigraphic conditions over the
remaining portions of the Contract Area.

Each Exploration Well shall be drilled at a location and to an objective depth
determined by Contractor, in consultation with GNPC. Except as otherwise provided
in Article 4.7 below, the minimum depth of each obligatory Exploration Well shall
be whichever of the following is first encountered:

a) The depth of 7,500 ft. measured from the Rotary Table Kelly Bushing
(RTKB);

b) The depth at which Contractor encounters geologic basement and

¢) The depth at which a Discovery is made and tested.

If in the course of drilling an Exploration Well the Contractor concludes that drilling
to the minimum depth specified in Article 4.6 above is impossible, impracticable or
imprudent. in accordance with accepted international petroleum industry drilling and
engineering practice, then Contractor may plug and abandon the Exploration Well
and GNPC shall have the option 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) Unless the Contractor shall have incurred at least eighty per cent (80%) of the
budgeted Petroleum Costs for such Exploration Well in drilling such Well,
requiring Contractor to drill a substitute Exploration Well at a location
determined by Contractor, in consultation with GNPC and to the minimum depth
of the original well that was being drilled as set forth in Article 4.6 as applicable,

except that if in the course of drilling such substitute Exploration Well °

Contractor establishes that drilling to the minimum depth specified in Article 4.6
above is impossible, impracticable or imprudent in accordance with accepted
petroleum industry drilling and engineering practice, then Contractor may plug
and abandon the substitute Exploration Well and will be deemed to have
satisfied the obligation to drill one (1) Exploration Well to the minimum depth to
which such well had been planned.

The above option shall be exercised by GNPC in writing within thirty (30) days from

the plugging and abandonment of the Exploration Well, and failure to exercise such
option shall be deemed to be GNPC’s waiver of the minimum depth requirement
pursuant to (a) above.

During the Exploration Period, Contractor shall have the right to perform additional
Exploration  Operations, including without limitation performing gravity and
magnetic surveys, drilling stratigraphic wells and performing additional geological
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and geophysical studies, provided the minimum work obligations are performed
within the applicable period.

During the Exploration Period, Contractor shall deliver to GNPC and the Minister,
reports on Exploration Operations conducted during each Quarter within thirty (30)
days following the end of that Quarter. Further requests for information by the
Minister under Section 9(1) of the Petroleum Law shall be complied with within a
reasonable time and copies of documents and other material containing such
information shall be provided to GNPC.

If, upon completion of the minimum exploration programme set forth in Article 4.3,
Contractor desires to conduct a further programme of Exploration on those retained
areas that will be relinquished upon expiry of the Exploration Period, Contractor shall
have a right of first refusal to the granting of a new petroleum agreement covering
such retained areas. If Contractor elects to exercise this right, it must do so in writing
to GNPC not less than one (1) year before the expiry of the Exploration Period. If
GNPC receives such written election from Contractor, the Parties shall use best
efforts to negotiate in good faith a new petroleum agreement to cover such retained
areas, such that there shall be no lapse between the expiration of this Petroleum
Agreement and the effective date of the new petroleum agreement. The fiscal and
commercial terms of such new petroleum agreement will be the same as those
contained in this Agreement, provided, the work and expenditure obligations for the
new petroleum agreement shall not be unreasonable to Contractor in relation to those
set forth in this Agreement. Notwithstanding the foregoing, if there are better written
bona fide third party offers, Contractor shall be required to match the best alternative
offer or relinquish the retained acreage. ‘




ARTICLE 5

RELINQUISHMENT

5.1
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Except as provided in Article 5.2, 8.3, 8.9, 14.9 and 14.11, Contractor’s rights and
obligations in respect of relinquishing portions of the Contract Area shall be as
provided hereafter.

(a) Without prejudice to Article 5.5, Contractor shall be required to relinquish ten
percent (10%) of the Contract Area on the expiration of the First Subperiod. If
Contractor elects not to go into the Second Subperiod, then the Contractor
shall relinquish the whole contract area.

(b) If on or before the expiration of the Second Subperiod Contractor elects to
enter into the First Extension Period pursuant to Article 3.1 then, subject to
Article 5.2, at the commencement of the First Extension Period, Contractor
shall relinquish fifteen percent (15%) of the retained area after the first
relinquishment;

(¢) If at the end of the Second Extension Period Contractor benefits from the new
Exploration Period of 10 years for Deep water, Contractor shall not be made
to relinquish any further acreage falling in Deepwater if the Contractor elects
to go into the three (3) year extension period.

The provisions of Article 5.1 shall not be read or construed as requiring Contractor to
relinquish any portion of the Contract Area which constitutes or forms part of either a
Discovery Area, Development Area; or Production Area provided, however that if at
the end of the first Subperiod, Second Subperiod, First Extension Period or Second
Extension Period as the case may be, Contractor elects not to enter the Second
Subperiod, First Extension Period, Second Extension Period, Contractor shall
relinquish entire Contract Area, other than any Discovery, Development Area and
Production Area.

Each area to be relinquished pursuant to this Article 5 shall be selected by Contractor
and shall be measured as far as possible in terms of continuous and compact units of
a size and shape to permit the carrying out of Petroleum Operations in the
relinquished portions.

Without brejudice to the foregoing provisions of this Article 5, in the event that,
following the relinquishment of the Contract Area, the Contractor has retained one or
more Development and Production Areas, and Contractor and GNPC have, after
reviewing all the relevant technical data and information, determined that the field or
reservoirs for which a Development and Production Area was granted covers
Petroleum lying outside such Development and Production Area, and provided such
outside areas are not under any contract, the Minister shall use his best endeavours to
extend the relevant Development and Production Area (part of the Contract Area) to




cover the areal extent of such reservoir or field; provided that Contractor provides
technical evidence to show that the Petroleum accumulation lies under the area of
extension so requested, and always in accordance with the Petroleum Law.

Contractor shall have the right at any time to relinquish all or part of the Contract
Area provided it has undertaken the work obligation of the Subperiod or Extension
Period during which such relinquishment is made.
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ARTICLE 6

JOINT MANAGEMENT COMMITTEE

6.1 In order that the Parties may at all times cooperate in the implementation of
Petroleum Operations, GNPC and Contractor shall not later than thirty (30) days after
the Effective Date establish a Joint Management Committee (JMC). Without
prejudice to the rights and obligations of Contractor for day-to-day management of all
Petroleum Operations, the JMC shall oversee and supervise the Petroleum Operations
and ensure that all approved Work Programmes and Development Plans are complied
with, and accounting for costs and expenses and the maintenance of records and
reports concerning the Petroleum Operations are carried out in accordance with this
Agreement and the accounting principles and procedures generally accepted in the
international petroleum industry.

6.2 The composition of and distribution of functions within the JMC shall be as follows:

i) The JMC shall comprise two (2) representatives of GNPC and two (2)
representatives of Contractor. GNPC and Contractor shall also designate a
substitute or alternate for each member. In the case of absence or incapacity
of a member of the JMC, his alternate shall automatically assume the rights
and obligations of the absent or incapacitated member;

i) The Chairperson of the JIMC shall be designated by GNPC from amongst the
members of the IMC;

iii)  Contractor shall be responsible in consultation with GNPC for the
preparation of agenda and supporting documents for each meeting of the
JMC and for keeping records of the meetings and decisions of the JMC
(GNPC shall have the right to inspect all records of the IMC at any time);

iv) Atany meeting of the IMC three (3) representatives shall form a quorum.

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

i) All meetings of the JMC shall be held in Accra, London, Tema or Dallas or
such other place as may be agreed upon by members of the IMC; )

i) The JMC shall meet at least twice yearly and at such times as the members
may agree;

i) A meeting of the JMC may be convened by either Party giving not less than
twenty (20) days notice to the others or, in a case requiring urgent action,

notice of such lesser duration as the members may agree upon;
17
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6.4

iv)  Decisions of the JMC shall require unanimity provided, however, decisions or
approvals required for programmes, budgets and day-to-day operational
matters associated with an Appraisal Programme, Development Operations,
or Production Operations, the expenditures, outlays or advances for which
Contractor will be required to make payments on a one hundred percent
(100%) basis shall require the approval of the Contractor's representatives
only;

V) Any member of the JMC may vote by written and signed proxy held by
another member: :

vi) Decisions of the JMC may be made without holding a meeting if all
representatives of both Parties notify their consent thereto in the manner
provided in Article 27;

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

viii) ~ The JMC may also establish subcommittees it deems appropriate for carrying
out its functions, such as:

a) atechnical subcommittee;
b)  an audit subcommittee; and
¢)  anaccounting subcommittee.

ix) Costs and expenses related to attendance by GNPC outside (but not within)
Ghana (e.g. business class travel, transportation, lodging, per diem and
insurance) shall be borne by Contractor and treated as Petroleum Costs.
Subject to GNPC providing to Contractor reasonable supporting
documentation in respect of such costs and expenses, those costs and expenses
shall be reimbursed by Contractor to GNPC.

The JMC shall ovefsee Exploration Operations as follows:

i) Not later than sixty (60) days after the Effective Date and thereafter at least
ninety (90) days before the commencement of each subsequent Contract Year,
Contractor shall prepare and submit to the JMC for its review a reasonably
detailed Work Programme and budget setting forth all Exploration Operations
which Contractor proposes to carry out in that Contract Year and the estimated
cost thereof, and shall also give an indication of Contractor's tentative
preliminary Exploration plans for the succeeding Contract Year;

i) Upon notice to the Minister and GNPC, Contractor may amend any Work
Programme or budget submitted to the JMC pursuant to this Article 6 which
notice will state why in Contractor's opinion the amendment is necessary or
desirable. Any such amendment shall be submitted to the JIMC for review:






