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THIS PETROLEUM AGREEMENT, made this | 8" day of JTuly 2014 by and among;

1. Government of the Republic of Ghana (hereinafter referred to as "the State™),
represented by the Minister for Energy and Petroleum (hereinafter referred to as the

“Minister™);

2. Ghana National Petroleum Corporation, a public corporation established by the
Ghama Wational Petroleum Corporation Act, 1983 PNDCL 64 (hereinafter referred to as

“GNPC™);

3. Brittania-U! Ghana Limited. 2 company incorpordted in Ghana  and having its
registered office ot No 12 Airport Bypass P.O Box C2444, Cantonment Acera, Ghana
(heremnalter referred 1o as "Contractor” or “Brittania-U™): and

4, Hills Ol Marketing Company Limited, a company incorporated in Ghana srd having
its registered office st 181 Adjele Boad, Marte Tsoru, Fast Asmport, Acera-Ghana
(heremmafter refermesd w as " Contractor ™ or “THills il

WITNESSES THAT:

1. Al Petroleum existing i its natural state within Ghana 15 the property of the Republic of
Chana and held in trust by the State on behalf of the people of Ghana.

2. In accordance with the Petroleurm Law, the Minister has prepared a reference map
showing areas of potential petroleum fields within the junsdiction of Ghana, divided
into numbered arcas and cach of which 13 deseribed as & “block™,

3. GNPC has by wvirtue of the Petroleum Law the nmpght o undertake Exploration,
Development and Production of Petrolenm over all blocks declared by the Minister 1o be
apen for Petroleurn Cperalions,

4, GNPC is further authorized to enter into association by means of a Petrofcum Agreement
with a contractor for the purpose of Exploration, Development sand Production of
Petroleurmn,

5. The Contract Arca that is the subject matter of this Petroleum Agreement is within the
junsdiction of the Republic of Ghana and has been declired open lor Petroleum
Operations by the Minister and the State desives to encourage and promote Explosation.
Development and Production within the said arca.

6. Contractor, having the financial shilify, fechnical competence and professional skills
necessary for carrying oul the Petrolewn Operations hetein described, desires Lo
aszociate with GNPC in the Exploration for, and Development and Production of, the
Petroleum resources of the said area.

7. Contractor shall comply with all the applicahie laws of Ghana as [n eftect thom tme 10

trme including, withour limitation, any reguiations, pelicics or dinectives issued by o




other acts of the Petroleum Commission pursuant to the Petroleum Commission Act |
201 1{Act 821)..

8. The Parties are comemitied o providing Ghanaian nationals ernployment at all levels in
the Petroleurn imndustry, including techmical, administrative and managerial positions, and
Contractor accordingly commits to providing and supporting an adequate programme of
training for Ghanaian nationals as an integral part of this Agrecment.

9. GNPC has aspirations of building operatorship capacity within a period of fifteen (13)
vears from the Effective Date of this Apreement. Without prejudice to the rights of the
Parties under this Apresment, Contractor is committed to supporting GNPC to develop
ils institutiomal capacily to enable GNPC to fulfill its aspirations

10, The Parties are committed to provading an annual Jocal content plan For fulRlhng the

applicable Ghanalan content requirements with respect to the provision of goods and
SEI'VICES,

NOW THEREFORE, in considerafion of the mutual covenants heremn contamed. 1t 15 herehy
apresd] and dechared as follows;




ARTICLE1]

DEFINITIONS

|. Tm this Apreement:

1.1 *Accounting Guide” means the sccounting puide which is allached hereto as Armex 2 and
made a part hereof:

1.2 “Additional Interest™ mcans the additional interest of GNPC provided in Arlicle 2.5,

1.3 “Affiliate™ means with respect to any person, whether a natural person. corporation,
parinership, unincorpurated association or other entity, which directly. or indirectly through
one or more intermediaries, controls. 18 controlled by, or 15 under common contal with &
Party. For this purpose “control™ means the direet or indireet ownership of an aggregaete of
more than fifty per cent (50%)  of voting capital or voling fghts ol or he entitlement
(threctly ar mdirect]y) to appoiml a magonly of the directors or equivalent management body
of, or to direct the pelicies of pperations of the other entity;

L4 “Agreement” means thiz Agrcement between the State, GNPC and Contractor, snd
neludes the Annexes attached hereto, in cach case, as amended from time o imes

1.5 “Appralsal™ means operations and activities carried owt following a Discovery of
Petroleum for the purpose of delineating the accumulations of Petroleum to which that
Digcovery relates in terms of thickness and lateral extent and estimating the quantity of
recoverabic Pettoleum therein and all operations or activitics to resolve all uncertaintics
required Tor determimution of commerciality of such s discinvery;

L& *Appraisal Programme™ means a progremme lor the comduct ol Appraisal;

1.7 *Appraisal Well™ means a well drilled pursuant o an Appraisal Programime;

1.B “Associated Cias™ means Natural Gas produced from e well in associguon with Crode Ol

1.9 “Barrel™ means a quantity or unit of Crude Oil equal to forry-tweo (42) United States
eallons at a temperature of sixty (600 degrees Fohrenbeit and at fourteen and siety-five one-
hundredths per sguare inch at atmospheric (14.65 psia) pressure:

1.10 “Block™ means an arca of approximately 685 square kilometers as depicted on the
reference map prepared by the Minister in accordance with the provisions of the Petroleom
Law;

1.11  “bopd”™ means barrels of oil per Day;

1.12 “Calendar Year"” means the period of twelve (12) months of the Gregorian calendar,
commencing on January 1 and ending on the suceeeding December 315

113 *Carried Interest™ means an mnterest held by GNPC pursuant fo this Agreement n
respect of which Contractor pays for the conduct of Pemoleum Owperations without any
enlitllernent to reimbursement from GRPC other thae for Production Operations:




L4 “Commercial Diseovery™ means a Dhsoovery which 15 delermmined to be commercial in
accordance with the provisions of Article £ of this Agreemant;

1.15 *“Commercial Production Period”™ means in respect of each Development and
Production Arca the poriod from the Date of Commencement of Commercial Production
until the terminabion of this Agreement or earlier relinguishment of such Development and
Production Ares

L6  “Contract Area”™ means the ares of approximately 2,050 sqkm covered by this
Agreement i which Contractor 16 authonsed in assocation with GNPC to explore for,
develop and produce Petroleum, which i3 desenbed in Annex | attached hereto and made &
part of thizs Apreement, but excluding any portions of such arca in respeet of which
Contractor's mights hereunder are from time to bme relimguished or sumrendered pursuant to

this Agresment;

117 “Contracior” means Brittania-1! Ghana Limited and includes s respeciive SuccessoTs
and assigneecs:

1.18  “Contract Year™ mecans & peried of twelve (12) calendar months, commencing on the
Effective Danc or any anniversary theroof;

L1%  “Crode Oil" means hydrocarbons which are liowd st fourteen and sixty-five one-
hundredths per square inch at atimoapheric (1465 psia) pressure and sixty (600 degroes
Fahrenheit and inclwdes condensates and distillates obtained from Natural Gas:

120 *“Date of Commencement of Commercial Produetion™ means, in respect of each
Development and Production Arca, the date on which production of Petroleum under a

programme of regular production, lifting and sale commences as defined in a Development
Plam;

1.21  *Date of Comunercial Discovery” means the date referred to in Article B.14:
1.22  “Day™ means a day in the Gregorian calendar;

1.23  “Default Rate™ means LIBOR plus 3%;;

1.24  “Delivery Point™ has the meaning given to such term in Aricle 10.5;

1.25 “Development™ or “Development (perations™ mems the following activities carried
out in connection with a Development Plan: the buildine and installation of facilities lor
Production, and mcludes dnliing of Develepment Wells, construction and mnstallation of
gquipment, pipelines, fecthities, plants and systems, tn and outside the Contract Aren, which
are required for achieving Production, treatment, transport, storape and Hiting of Petrolewn,
and preliminary Production sctivities carried out prior to the Date of Commencement of
Commercial Production, and includes all related planning and administrative work, and may
alzo include the construction and installation of approved secondary and tertiary recovery
SYSICIS:

L16 “Developmeni Costs™ means Petralewmn Costs incurrad in Development Crperalions;

12T “Development and Production Area™ means that portion of the Coniracl Ares
reasonably determined by Contractor in consultation with the ITMC (or by GNPC 1f a Sole




Risk Operation pursuant to Article %) on the basis of the available scizmic and well data to
cover the arcal extent of an accumulation or accumulations of Petroleum constituting &
Commercial Discovery, enlarged in ares by ten pereent (10%), such enlargement (o exiend
unifonmly around the penmeter of such accumulation;

1.28 “Development Period™ mcans m respect of cach Development and Production Area,
the period from the Date of Commercial Discovery until the Date of Commencement of
Commercial Production:

1.29  “Development Plan™ mcans the plan for development of a Comumercial Dizcovery
preparcd by Contractor in consultation with the Joint Management Committee and approvied
by the Minister pursuant o Article #;

L3 “Development Well” means a well dnlled in accordance with a Development Plan for
privlucing  Pelroleum includimg wells for pressure maintenance or for increasing the
Production rate:

1.31  “Discovery™ meins finding within a well at the end of dnlling durinig Explorstion
Ciperutions, one or more accumnuiations ol Petroleum the existence of which, until (hat
finding, was unprovesd by delling, and which can be or is recovered at the surface ina
flow measurable by conventional international petrolewm industey testing methods (and
in the case of water depths preater than four hundred (400) metres including Modular
Formation Drvnamics Testing {also reforred to as "MDT™ by Schivmberger);

132 “Discovery Area”™ moans that portion of the Contract Ares, determined by TMC (or by
GNPC il a Sole Risk Operation pursuant to Article @) on the basis of the available seismic
and well data to cover the areal extent of the geological structuee mn which a Discovery is
made. A Discovery Area may be modified at any time by IMC [or by GNPC if applicable),
if justified on the basis of new information, bul may not be modilied afler the date of
completion of the Appraisal Programme and subimission ol a report under Article 8;

1.33  “Iviscovery Motice™ means a notification to the Minister, Petroleum Cormmission and
GNP, providing intormation which shall include, the name and location of the well from
which the sccumulation(s) have been found, the depth intervalis). estimates of sross and net
pay tuckness, stratigraphy, and type ol reservort and Tmds encounterad;

.34 “Effective Date™ shall have the meaning ascribed to it in Article 26.8;

1.35 “Exploration” or “Exploration Operations™ mesns the search for Petroleum by
geological, geophysical and other methods and the drilling of Exploration Well(s) and
tncludes any activity in connection therewith or in preparation thereol and any relevant
processing and appraisst work, including rechnical and economic feasibility studies, that
may bc camied out to determine whether 8 Discovery of Petroleum constitutes a
Cormercial Thscowery;

136 “Exploration Costs™ means Petrolenm Costs incurred. both within and cutside Ghana
in cunduchng Exploration Operations  hereunder determined 0 accordance with the
Accounting Chutde attuehed hereto an Annex 23

1.37  “Exploration Period” mewns (he period commencing on the Effective Date and
comtinuieg durmg the me prosaded forin Aricle 3.1 within whech Contractor iz authorized




to carry oul Exploration Operations and shall include any periods of exiensions provided for
n this Agrecment. The penod shall terminate with respect to any Thscovery Area on the
Date of Commercial Dhscovery in respect of such Thscovery Area;

138 “Exploration Well” means » well dnlled in the course of Explorabon Operations
conducted hereunder dunng the Explomation Perod, bot does not include an Apprassal Well;

L3 “First Extension Perfod™ has the meamng given o such term in Article 3. 1(a) herent’

.40 “Force Majeure™ means any @venl bevond the repsonable comiral of the Parly claming
to be affected bwv such cvent which has not boen browght about direetly or indirectly at its
own instance or which has not been brought about directly or indirect]ly at the instence of an
Affiliate; provided that the State shall not be comsidened for this purpose an AMhaie of
NP, Foree Majeure evenis may, include but are not limited to, earthquake. storm, oad,
lighining or other adverse weather conditions, war, embarge. blockade. ot or civil
disorder;

1.41 *“Forcign National Emplovee™ micans an cxpatrigte cmplover of Contraetor ots
Aftiliares, or its Sub-contractors who 12 not a citizen of Ghana;

142 “Ghana™ means the termtory of the Republhic of Ghena and inclodes rivers, streams,
waler courses, (he territorial sea, sesbed and subsoil, the contiguous zong, the exclusive
economic zone, continental shelf, the airspace and all other areas within the jurnisthichion of
Cihana;

1.43  “Gross Production™ means the total amount of Petroleum produced amd saved from a
Development and Production Area dunng Production Operations which is nol wsed hy
Contractor in Petroleun Operations and s available for distribution to the Parties in
accordance with Article 105

1.44  “Gross Negligenee™ means any act or failure to act {whether sole, joint or concurrent)
which was made in reckless disrcgard to, harmful consequences such person know or
should have known, such act or falure would have on enother person or entity;

1.45 “Indigenous Ghanaian company™ means 8 company incorporaled  under the
Companies Act (Act 179) of (Ghans

a) having al least [ifiy-one per cent of its equity owned by a citizen or citizens of Ghana:
and

b} where practical, Ghanman citizens holding &t least eighty per cent of senior
management positions and one hundred per cent of non-menagerial and

¢)  ofher positions,

1.46 *“Initial Exploration Period™ has the meaning given o such lerm oin Arhicle 3011}
hercof,

1.47  “Initial Interesi™ means the interest ol GNPC inall Petrolewn Operations provided for
tn Article 2.4;




148 “International Good (¥l Field Practice™ maans all those uses and prachices that are
generally accepted in the intermatonal petroleum industry as goodd, safe, economical and
efficient in exploring for, developing, producing, processing aml transporting Petrolewn;

1.49  “Joint Management Commitiee (IMOC)” means the committee established pursuant to
Article 6.1 hereof;

LA *Market Priee™ means the market price for Crude 01l realized by Contractor under this
Agreement as determined in accordance with Article 11,7 hereof;

1.51  “Minister™ mcans Minister for Energy and Petroleum;
1.82 “Month™ means 8 month of the Calendar Year;

1.53  “Natural Gas™ means all hydrocarbons which are gasecus at fourteen and sixty-five
ome-hundredihs per sguare inch at atmospheric (14,65 psia) pressure and sixty (607 degrees
Fahrenheit temperature and includes wet gas, dryv gas and residue gas remaining after the
extraction of Hiquid hydrocarbons from wet gas;

1.54 *“Non-Assoclated Gaz™ mean: Natral Gas produced from & well other than in
association with Crode Oil;

1.55 “Operator” means Brittania-L or the person as may be jointhy propesed by the Parfics
and approved by the Mimster, {which approval shall not be unreasonably withheld), bang
gither GNPC or a Contractor Party to conduct Petroleom Operatioms hereunder om behalf of
the Parties;

1.56  “Participating Interest” moans for GWPC, the micrest held by GNPC 10 accordance
with the provisions of Arhicle 2.4 and Amticle 2.5 and for the Contractor, the inferest held by
the Contractor in accordunce with the provisions of Article 2 10;

L57 *Party™ means the State, GNPC or Contractor, as the case may be;

L58  “Paying Interest™ means an interest held by GNPC in respect of which GNPC pays for
the conduct of Petroleum Operations as expressly provided for in Armicle 2.5;

159 Y“Pelroleom™ means Croade O3] or Metural Gos or g combanation of botk:

1.60 “Petrolenmm Commission™ means a body cstablished by an Act of Parbiament
{Petrolewmn Commission Acl, 200 1) for the regulation md the management of the ubhzation
of petrolevm resources in the upsiream sector

1.61  “Petroleum Commission Act™ means the Petroleurn Cornmigsion Act, 2011 {Act X1
as the same may be amended from time to time;

1.62  “Petroleum Costs™ means all expenditores made and costs incwmed both withim and
outside Ghana, in conducting Petroleam Operabons hereunder determined in accordinee
with the Accounting Guide attached hereto as Annex 2

.63 “Peiroleom Tneome Tax Law™ means the Petroleum neome Tax Daw, 1937 {PNDICL
I BE) as the same may be amended from fime 1w tme;




164  “Petrolevm Law™ memns the Pedrolewn (Exploration and Produchon) Law, 1984
(PNDCL 84) as the same may be amended from time to time;

1.65 “Petroleum Operations™ means all activities, both in and outside Ghana, relating to the
Exploration for, Development, Production, handling, storage, processing and ransportation
{to the Delivery Point) of Petrolcum contemplated under this Agreement and includes
Exploration Operations, Development Operabons and Production Operations and  all
activitics in connection therewith;

1.66  “Petrolenm Product” means any product denved from Petroleum by any refining ar
other process:

1.67 “Pre-Award Attachment™ means any order, decrce, injunction or other decision
{however denomingted) of any cour, arbitral body or other competent authority requested
by a Parmy and issucd prior to a final arbitral awarnd 1ssued pursuant to Article 24 of this
Aureement that attaches, serres, freeses or otherease restrcts the use or alienation of any
property (whether tangable or mtanghle) of the other Parly pemding issusnce of the final
acbitral award whether such property is in the possession or control of a Party o of 2 thind
PHEITY

168  “Production” or “Production Operations™ means sctivities  other than Exploration
Operations or Developmend Operations undertaken m order (o exlract, save, (reat, measure,
handle, store and mansport (to the Delivery Poinl ) Pelrodeum o sorage and/or Tosding
pomts amd e camry oul any ype ol primary, secondary or lerliary operalions, including
recyeling, recompression, injection tor maintenance of pressure and water flooding and all
related activities such as planning and administrative work and shall alse include
maintenance. repair, abandonment or decomnmussioning and replacement of facilities, and
wiell workovers in every ease, conducted after the Date of Commencement of Commercial
Production of the respective Develapment and Production Ares;

L62  “Production Costs™ means Petrolewn Costs incurred in Production Operations;

LTG0 “Quarter™ means a period of three (3} Months, commencing January 1, Apeil 1. July 1
or October 1 and ending March 31, June 30, September 30, or December 31, respectively;

1.71  “Second Extension Feriod” has the meaning given to such term in Arbicle 3.1a)
hereof,

1.72  “Sole Expert™ means the person appointed to resolve & dispute pursuant to to Articles
24 hereof;

1.73  “Sole Risk™ means an operation comducted at the sole cost, nisk amd expense ol GNPC
referred Lo in Articls O

1.74  *“Bpecified Rate™ means the rate which the Firansial Times or it the Financial Times is
not so published, then by the Wall Steet Jowmnal certifies to be the London literbank
offered rate (LIBOR) in the Lendon Interbank Eurodollar market on thiry (30) dav
depasits, in offect on the last business day of the ksl respective preceding Mionth, plus one
per cent {1 %), In the event thal peither the Financial Tunes nor the Wall Strest Joumal is
published, the Parties shall endeavor o ageee on 8 source of cemification for LIBOR in
reflerence to market pructice. TF the Perlies are uneble to agree on a source of certification oo




LIBOR, anv Party mav refer the marter to a Sole Expert for certification. I the aforesad
rate is contrary to any applicable usury law, (he mite of inlerest 10 be charped shall be the
maximum rate permitted by such applicable laws;

1.75 “Standard Cubic Foot™ or “SCF" means the quanbity of gas thal occupmes one (1)
cubic foot at 1463 psia pressure and sixty (60) degrees Fahrenhedt temperaturnes;

L7  “State™ means the Government of the Republic of Ghana including all political
subdivisions thereol and specilically excluding GNPC:

1.77 “Subcontractor”™ means a third party with whom GNPC or Contractor has entered into
a contract for the provision of goods or services in conncetion with the Petroleum
Diperations:

1L.78  “Termination™ means lermination of this Apgreement pursuant to Asticle 23 hereof!

L7  “Work Programme™ means the annual plan for the conduct of Petrolcum Operations
propared pursuant o Articies 4 3, & 4 and 6,57 and

LBD  “Year" mecans a continuous twelve (12) Month pemasd.




ARTICLE 2

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

2.1 This Agreement provides for the Exploration for and Developmient and Production of
Petroleum in the Contract Arvea by GMIPC in association with Contractor.

2.2 Subject to the provisions of this Agreement, Contracior shall be responsible for the
execution of such Petroleum Operations as are required by the provisions of this
Apreement and subject to Article %, 13 hercbhy appointed the exclusive entity to comduct
Petroleum Operations in the Contract Arca.  GNPC shall &t all times participate in the
management of Pefroleum Operations and in order that the Partics may cooperate in the
implementation of Pelralewn Operabums, GNPC and Contractor shall establish a Joint
hManagement Comumnittee, to conduct and manage Petrodenm Operalions.

1.3 In the event that no Commercial Discovery s made i the Contracr Area, o
that Gross Production achieved from the Contract Area is insufficient fully to
reimburse Contracior in accordance with the lerms of this Apreement, then Contractor
shall bear 118 own loss; GNPC and the Siate shall have no obligabons whatsocver to
Contractor in respect of such loss.

2.4 GNPC shall have a twenty percent (20%) Initial Interest in all Petroleam Operations
urdler this Agreement.  With respect to all Exploration and Development Crperations
GWPC's Initial Interest shall he a Camied Interest. With respect to all Produection
Cperations GNPC s [nitial Interest shall be a Paying Interest.

2.5 In addition to the Initial Interest provided for in Asticle 2.4, GNPC shall have the oplion
in respect of cach Deovelopment and Production Arca to acguire an additional interest not
exoeeding five percent (5%) i Petroleum Operations in such Development and
Prowluction Area, by contnbuting to all the Development end Production Costs meurmed
atter the Date of Commercial Discovery, in respect of such Developmenl eral Production
Arza (or make arvangements satisfactory to Contractor to that effect), GNPC shall nolify
Contractor  of the cacraise of its option o acquire an Additional Interest within ninety
{90 davs of the Date of Commermal Discovery.

2.6 If GNIC opts to take an Additional Intercet &= provided for in Article 2.5 then within 3ix
(6) Months of the dete of its ¢leetion, GNPC shall reimburse Contractor for all
experilitures piinbulable to GNPC's Addihomel Interest incwrred from the Date of
Commercial Discovery to the date GWNPC natifies Contracior ol its election wogether
with interest at 2 rate (the “Contractor Third Party Rate™) no higher than {a) (he
weiphted average rate applicable to any third party debt financing pursuant to which
the Contrector (or its Affiligtes) hss finaneed such Additional Interest from and
includimg the date ol the relevan! expendilure o and excluding the date the Contractor
15 renmburied or (b) if Contraclor has no tdord party deb! hoancing. the Specified
Face. With respect to all Development and Frodueiion Costs. wroured  subscquent to the
Date of Commercial Discovery in any Development snd Production Ares, the Additional
Imterest shall be a Paving Interest




For the avoidance of doubt GNPC shall only be liable to contribute to Petroleum
Costs:

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

by ncumed norespect of Production Operations in any Development and Production
Area both to the extent of!

1] its teenty percent (20%) Initial Interest; and

iy emy Additional Tnteresl acquired in such Deselopment and Production Area
under Article 2.5

2.7 Subject i IMC wpproval, GNPC may dunng the Exploration Period contribute 1o
Fetroleurn Cperations by providing relevant services o be approved within the JMC
Lipon completion of the work associated with said contribution, GNP shall invoice the
Contractor for the costs incurred and shall provide reazonable suppoming documentation
in respect of such costs. Contractor shall pay GNPC the imvoiced smownt within thirty
{30) days ol receipl of the invoice. GNPC may elect to eamn credit tor the imvidiced
amounts incurred Wowand 118 share, 11 any of Development Costs should it elect to hold an
Addional Interest pursuent o Arficle 2,5 above. Such credit shall mewr interest at the
Specified Rate annually from the respective dates such conirbuled costs were incurred
until they are paid or utilized as credils ward GNPC's share o Development Costs. 11
dunng the Exploration Period, GNPC has earned such credit and GNPC elects not to
hold &n Additional Interest or no Commoercial Discovery 15 made in the Contract Arca
Contractor shall reamburse GNPC m an amount comvalent to the crodit within sixty (607
davs [ollowing the end of the Exploretion Penod or Contractor’s rehnguishment of the
entire Contract Area, whichever occurs first. The actual amount of any costs o be
invoiced or credit earned by GNPC pursuant to this paragraph must be approved by the
JMC prior to provision of the relevant services and shall be the fair market rates at which
such services could be obtaned under freely competibive condibons at the tme of
approval .

2.8 Upon notihiang Contrector of 1ts decision to acquire sn Additionsl Interest pursuant to
Arhicle 2.5, GNPC may al the sume tirme:

a) elect wo have Contractor advance part of all of GWPC s total propedtionate share of
Development Costs as they are incred, including such Costs as will already have
heen incumed from the Date of Commercial Dhscovery and which ere reimbursable
under Anticle 2.7 on terms (Le., period of pavment and imierest rate) no worse
than the Comtractor Third Party Rate or Specified Rate as applicsble: and

) Nolily the Contructor skl mutually agree in good [aith any amangements for thie
payment of the balance of GINPC's total proportionate share of Development Costs
on tefns (L.e. peried of payment) no worse than the Contractor Third Party Rate o
specified Rate as applicable




2.9 Contractor's participaing Interest i all Petroleun Operations and in all nghts under this

Agreement shall be eiphty per cent (80%) and shall be reduced proportionately at any
given time and in any given part of the Contract Area by the exercise of the option of
Additional Interest of GNIMC pursuant to Article 2.5 or the Sole Risk Interest of GNPC
pursuant to Article 9.

For the avoidance of dovbt, the Participating Interest of the Contractor Parties shall be
divided as at the Effective Date as follows:

{4) Bnttama-U shall hold a seventy six percent [76%: ] Participating Interest;
(b) Hills Oil shall hold 2 four pereent {4%:) Participating Interest;

210 Subjoct to Article 23, the transfor or disposal by the Contracror of all or part of

the Confractor’s Participating Interest, whether directly or mdorectly by assignment,
merger, consolidation or sale of stock or other comvevance, other than with or to an
Allliate shall be subject W the bllowing procedure:

i} OUnce the Contractor and a proposcd fransterce (& thard party or a Partyd have fully
negotiated the final tenms and condibioms of a transfer, such fingl terms and
conditions shall be promptly disclosed in full demil to GNPC and the Siale in o
notice from the ransferor. GNPC shall have the rght to acquire the Participabing
[mterest from the transferor, on the same terms and conditions agreed o by the
proposed transferee if, within thirty (300 Davs of transferor’s notice, GMNPC delivers
to the transferor, a counter-notice thet it accepts the agreed terms and conditions of
the transfor without reservations or comditions.  TF GRPC docs not deliver such
counter-nobice, the trunsfer o the proposed transferee may be made, subject o the
other provisions of this Agreement and the laws and regulations, usder terms and
comditions no more favourable to the transferee than those zet forth in the notice o
GNPC and the Stare, provided that the transfer shall be concluded within one
hundred and cighty (180) Dy from fhe dete of the notice plus such roasonable
additional penod as may be reguired o secure reguisite approvals,

b} In the event thal Contreclor’s proposed transfer of part or all of its Participuting
Interest involves consideration other than cash or involves other properties included
in & wider tramsaction then the Parucipating Interest (or part thereof) shall be
allocarcd a reasonable and justifiabie cash value by the transferor in any notification
tr the State and GRPC which such cash value may be disputed by the Slate or
GINPC, In the event of any dispute between the transforor and the State or GNPC as
to the cash value ol sny consideration paid, the Parties shall mest ot a muotuslly
comverient lme gnd place (o attempl o resolve the dispute and 1o agree upon a cash
valuation. In the event the Pasties fail to reach agreement within ninety (90) calendar
davs from the date on which such notification i= received by GRPC or the State fiom
the transferor, Article 24 of this Agrcement shall apply, The State and/or GNFC may
satisfy the requirements of this Artiele 210 by apresing to pay such cash value in
lew of the consideralion payvable in the said proposed transfer.

As of the Effective Date, the Contract Arca shell cover a fotal of spproximarely 2, 030 &g
km as depieted by Anmex 1 wnd shall from tme o tme dumng the lerm of this
Agreement be roduced aceonding to the tenns herein, During the ferm of the Agreemenl,
Contracior shall pay rentals to e Stare for that ares included within the Contract Area at
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the beginning of each Contract Year according o the provisions of Arficle 12.1(d)
bclow.




ARTICLE 3

EXPLORATION PERICD

31

3.2

The Exploration Period shall begin om the Effective Dale and shall not extend beyond
soven (7)) vears except as provided for in accordance with the Petroleuamn Law.

a)

bj

The Exploration Period shall be divided into an Initial Exploration Period of three
(3] wears ("Imbal Expleration Penod") and two (2) extension penods of one and
half{1.5) years cach (respectively "First Extension Period" and "Sceond Extension
PPeriod™) and where applicable the further penods for which provision 15 made
hereafter.

Where Contractor has fulfilled its work and expenditure obligations sef out mn
Article 4.3 before the cod of the Imbal Explomtion Penod or, as the case may be,
the First Extension Period. and has exeraised 115 option by spplyimg o the Mimister
m wrting for an extension, the Misier will be deemmed 10 have granted an
exftension into the First or, as the case may be, into the Second Extension Period.

Following the end of the Second Extenzion Penod, subject to the provisions of Arhele
3.4, Contractor will be enfitled to an extension or exlensions, by reference to Article 8, of
the Exploration Perodd 2s Tollows:

a)

h)

e

d)

Where at the end of the Second Extension Period Contractor is drilling or testing
any well. Contractor shall be entitled to an cxtension for such further peniod as may
be reasonably required to cnable Contractor to complete such work and asscss the
results and, in the cvent that Clontractor notifics the Minmister that the results from
any such well show a Discovery which ments appraisal, Contractor shall be enfitled
to & further extension [or such period as may be reasonably required Lo carry oul an
Appraisal Programme and determine whether the Discovery constiites a
Commercial Discovens

Where at the end of the Second Extension Period Contractor i3 engaged wm the
conduct of mn Appraisal Programme in respect of a Hscovery which has not heen
completed, Conlractor shall be entitled to a further extension following the end of
the Second Extension for such peried as may be reasonably reguired to complete
that Appraisal Programme and detenmine whether the Dhseovery cometifutes &
Commercial Thscovery;

Whore at the end of the Secomd Exiension Period Conlractor has undertaken work
not falling under paragraphs {a) or (b) which is not completed. Contractor will be
entitled (o a further extension following the end of the Second Extension Period for
such period as the Minister considers reasonable for the purpose of enabling such
work to be completad.

Where pursuant o Article 8 Contractor has belore the emd of the Second Extension
Period, including extensions under (&), (b) and (<) above, given o the Minister 4
nofier of Commereie! Dhscovery, Contractor shall, if the Exploration Period would
otherwise have been erminaiel, be entitied 0 a further extension of the Explosation
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33

34

35

Period in respect of the Discovery Arca during which 1l must prepare the
Development Plan in respect of the Commercial Dhscovery until ether;

i) the Minister has approved the Development Plan as set out in Article B, or

ii} in the event that the Development Plan is not approved by the Minister as set
out in Article 8§ and the matter or matlers in issue between the Minister and
Contractor have been referred for resolution under Article 24, one (1) Month
after the date on which the final decizion thereunder has been given.

Where al the end of the Tnitial Exploration Period of, as the case may be, at the end of
the First Extension Period Contractor has fatled to complete its minimmm worle and
cxpenditure obligations as specified in Article 4 in respect of thal penod but has made
regsonable arrangements to remedy tts default during the First or, as the case may he, the
Second Extension Penod, Contractor shall be entitled 1o an extension subject o such
ressanable terms and conditions as the Minisier may stipulate to assure performance of
the work.

Suaven respedt ol a Discovery Area:

a) i the circomstances and subject to the limitations set forth in Section 12 (3) of the
Petroleurn Law; or

by ina case falling within the provisions of Article 3.2 (d)

nothing i Article 3.2 shall be read or construcd as requinng or permitting the cxtension
ol the Cxplorahen Penod beyond seven (7)) years from the Tffective Date except for
reasons of Force Majeure.

The provisions of Articles 3.2 (a), (b) and {c) so far as they relate to the duration of the
extension penoed to which Contractor will be entitled shall be read and construed as
reguiring the Minister to give cfftct o the provisions of Article # relating to the time
within which Contractor must meet the requirements of that Artscle.




ARTICLE 4

MINMIMUM EXPLORATION PROGRAMME

4.1

4.2

4.3

Exploration Operations shall begin as soon as practicable and in any case niol later (han
nincty (90) days after the Effcctive Date.

GIPC shall, at the request of Contractor, make available to Contractor such records and
mformation relating to the Contract Arca as arc relevant to the porformance of
Explotation Operations by Confractor and are in GNPC's possession, provided that
Confractor shall reimburse GRPC for licensing the data and for other costs reasonahly
mncurred in procuring or otherwise making such records and information available to
Comtractor,

subject to the pronasioms ol this Arlicle, i discharge ol 1s obligations to camy out
Exploration Operations in the Contract Asea, Contractor shall during the several phases
into which the Exploration Period i3 divided carry ourt the work specified hereinafter:

a)  Initial Exploration Period: Commencing on the Effective Date  amd
terminating at the cnd of the third (3™) Contract Y car;

Drescription of YWork
1. Re-process 800 kilormeters of existing 20 seismic dals

il. Acquire and process 1500 square kilometers of new 3D seismic data

m. Dnll one (1) exploration well.
Minimum Expenditure: Contraciors minimuom expendilure for the work in the
Initial Exploration Period shall be forty million United Staies Dollars (175
Ay, 000,000

b}  First Extension Period: Commencing at the end of the Inital Exploration Porod
ongd terminating eiphieen (18} monihs Jater,

Description of Work

1. Conduct G&G studies

1. Dl one (1) exploration well

Minimum Fxpenditure: Contractor’s minumum Expenditure for the work in the
First Extension Period shall be thirmy million United States Doflars (TS
S0, 000, 00407,

£} Second Extension Period: Commencing al the end of the First Extension and
terminating eighieen months laler.

Description of Work
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4.4

4.6

1. Contimue GG studies
ii. Drill one (1} explocation well

Minimum Expenditure: Minimum Expenditure for work in the Second Extension
Period shall be thirty million United States Dollars (LIS 530,000, 000),

d} Work and expenditures accomplished in any period in excess ol the ahove
obligations may be applied as credit in satisfaction of obligations called for in any
other Period. The fulfillment of anv work obligation shall relicve Contractor of the
corregponding  muinimum  expenditure  obligation, bt the fulfillment of any
mimmum expenditure obligation shall nol reheve Contractor of the corresponding
work obligation. Without prejudice to Article 23.4{e). should the Contractor fail to
perform any of its mimimum work obligations under Article 4.3 within the
relevant Period, the Contractor shall pay w GNPC. any unspeni amount af the
Minimum  Expenditure  oblipation under Article 43(a-¢) for the Initial
Exploration Period, the First Extension Period or the Second Extension Period as
the case may b,

Niv Appraisal Wells dnlled or sesmic sumveys cumied ool by Contractor as parl ol an
Appraisal Progrurmme ondertaken pursuam o Artcle 8 and no expenditure incurred by
Contractor in canying out such Appraizal Programme shall be treated as discharging the
minimum work ohligations under Armicle 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 Ares 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, shall provide:

ab A minimum seismic grid adequale o deline prospective dnll sites over prospective
closures as inlerpreted from data available o Contrector; and

bl a sevsmic evalustion of structursl and stratgraphic conditions over the remaining
portions of the Coniract Area

Fach Exploration Well shatl be drlled at a location and o an objective depth determined
hy Contractor in consultation with GNPC. Except as otherwise provided in Articles 4.7
and 4.8 below, the minimum depth of each obligstory Fxploration Well shall be
whichever of the [ollowing is lirst encountered:

g} the depth of 4,500 meters measured from the Rotery Table Kellv Bushing (RTEKB);
by the depth at which Contractor encounters geologic hasement.

[he mimomum depeh of one (1) of the obligatory Exploration Wells in Article 4.3 shall be
whichever of the lnllewing s first encountensd:
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4.8

4.9

4.1

a)  the depth of 4,500 meters measured from the Rotary Table Kelly Bushing (RTKER);
by the depth sufficient to penetrate base of Dievonian; or
¢} the depth at which Contractor encounters geological busement

If in the course of drilling an Exploration Well, the Contractor concludes that drlling to
the rimimum depth specified in Article 4.6 or 4.7 above is impossible, impracticable ar
imprudent i accordance with Intemational Good (il Ficld Practice then Contractor may
plug and abandon the Exploration Well and GINPC shall have the option of either:

&y warving the minimum depth requirement, in which case Contractor will be deermed
tir have satisfied the obhigation o dnll such Exploration Well: or

b) roquiring Contractor to drill a substitute Exploration Well at a location determined
by Comtractor in consultation with GNPC and o the mummum depth zet forth in
Arhcle 4.6 or 4.7, excepl thal 15 the course of dalling such substtute Exploration
Well Contractor establishes that drilbing 1o the minunum depth specifed in Article
4.6 or 4.7 above is impossible. impracticable or impmdent in aceordance with
International Good o1l field practice then Contractor mav plug and abandon the
substitute Exploration Well and will be deemed to have satisfied the obligation to
drill one (1) Exploration Well o the mimimum depth o which such well had beon
planned.

The above option shall be exercised by GNPC within thirty (30) days from the plugging
and abandonment of the Explorstion Well, and failure to exercise such option shall
constitute a wailver of the minimum depth requitement pursuant to (a) above.

Dunng the Exploration Penod, Contractor shall have the nighl o perfonm additional
Explotation Operatioms subjéct o the terms ol this Apresment, applicable law and
approval by the JMC, including without limitation performing gravity and magnetic
surveys, drilling  stratigraphic wells and  perfonming  additional  geclogical  and
veophysical studies, provided the mimimum work obligations ere completed wAathin the
applicable period and provided further that Contractor may elect o perform such

additional Exploration Operations in the absence of approval by the IMC at their Sole
Risk but only in the event of a subsequent Commmercial Discovery associated with such

sdditional Exploration Operations shall the costs of such Exploration Chperations be
considered ellowahle Petroleum Costs for AQE purposes.

During the Explorstion Peried, Contractor shall deliver to GNPC and the Ministar
reparts on Exploration Operations conducted durng each Quarter within tharty (30) days
following the end of that Quarter. Further requests for information by the Minister under
Secrion 9(1) of the Petroleum Law shall be complied with within a reasonable time and
copics of documents and other matenal contaming such information shall be provided to
GINPC,




ARTICLE 5

RELINQUSIHMENT

5.1

5.4

Except as provided in Article 5.2, 8.3, .10, 811, 816, 8,19, 8.20, 8.21, 14.7 and 14,11,
Confractor shall relinguish portions of the Contract Area in the mamner provided
hereafter.

a) If on or before the expiration of the Initial Explomation Peaod, Contractor elects to
enter into the First Extension Penod pursuant 1o Article 3.3 then subject to Article
5.2 at the commencement of the First Extension Period the arca retained shall not
exceed eighty percent (80%) of the Contract Ares es al the Effective Dale;

By If on or before the expration of the First Extension Penod, Contractor elects 1o
eoter into the Second Extension Period pursuant to Adticle 3.3 then subject to
Article 5.2 gl the commencement of the Second Extension Period the arca retained
chalf ot exceed sixty porcent (604%) of the Contract Area ss at the Effective Date:

¢y On the expiration of the Second Extension Period. Contractor shall subject to
Article 5.2 relinguish the remainder of the retained Contract Arca,

The provisions of Amicle 5.1 shall not be read or construcd ay requinnyg Contractor o
relinguish any portion of the Confract Arca which consiitutes or formms part of either g
Mscovery Area (excluding & Dhscovery Area delermined by the tenns of ths Agreemenl
L neither meril appraisal nor o be comemercial} or a Development and Production Area,

FROVIDED HOWEVER THAT il at the end of the Initial Explomation Period or the
First Extension Period as the case may be Contractor clects not to enter into the First or
Seoond Extension Penod Contractor shall relinguish the entire Contract Arca,

Each wrea to he relingushed pumsuant o this Article shall be selected by Contractor and
shall be measured as far as possible in terms of continuous and compact units of a size
and shapc which will pemmit the carying out of Potroleum Opcrations in the relinguished
POTHOTIE.

Contractor shall have the nght at any tfimie to relinguish all or part of the Contract Area
provvided 1t has undertaken the work obligations of the relevant Penod during which such
relinquishment 15 made and provided further that provision shall have been made for the
decommissioning, ahandoning, remaving or eliminating movahle and immaovahle asseis
acquired or used by the Contractor in such relinguished peart of the Contract Area (which
the Mimister elects not to retain)
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ARTICLE &

JOINT MANAGEMENT COMMITTEE

6.1

6.2

In order that GNPC may at all times participate in respect of the implementation of
Petroleum Operations, GNPC and Contractor shall not later than thirty {30) days after
the Effective Date establish a Joint Management Committes (IMC), Without prejudice
to the rights and obligations of Contractor for day-to-day management ol the operations,
the IMC shall oversee, supervise and approve Petrolewm Operations and ensure that all
approved Work Programmes and Development Plans are complied with and also that
accounting lor cosls and expenses and the maintenance of records and reports
concerning the Petrolenm Operations are carricd out in accordance with this Agreement
and the accounting principles and procedurcs gencrally accepted in the intemational
petroloum industry,

The composition of and disinbution of lunctions within the IMC shall be as provided
hercinatier.

i) The JMC shall he compased of fwo (2) representatives of GNPC and b (2)
representatives of Contractor. GNPC and Contractor shall also desipnate a
substitute or altemate for cach member, Tn the case of shwsemee or incspacity of a
member of the IMC, such aliemate shall sotomatically gssume the mghts and
ahligations ol the absent or incapaciated member.

i) The Chairperzon of the JMC shal! be designated by GNPC from amongst the
members of the JMC,

i)  Contractor shall be respansible in consultation with GNPC for the preparation of
agenda and supporting documents for each meeting of the MO and tor 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. Contractor shall circulate the agenda
and supporting documents for esch meeting o all members and the substitutes or
alternates designated pursuant to Article 6.2(1).

Iv) At any meeting of the IMC three (3) representaives shall fonn a quonm.
Mectings of the JMC shall be held and decisions taken as follows.

i) All meetings of the JMC shall be held in Accra or such other place as may be
dgreed upon by members of the JMC,

i} The IMC shall meet af least twice yearly and at such timmes as the members may
AETe,
iy A meeting of the JMC may be convenad hy either Party piviog niol less than

twenty {20) days” notice to the other or, in & case requiring urgent action, notice
of such lesser durstion as the members may agree upon.

iv) Decizions of the IMC shall require unanimity,
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vi}

vil)

viti)

ix)

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

Decisions of the JMC may be made without holding a meeting if all
representatives of both Parties notify their comsent thereto in the manner
provided m Arlicle 27,

OMNPC and Contractor shall have the right to bring expert advisors to any JMC
meetings to assist in the discussions of technizal and other mallens reguimng
expert advice.

The IMC may also establish such subcommitiess az it deems appropriate for
carrying vul s [unclions including:

a) a4 technical subcormmites;

b} an awdit subcommmoties;

£)  an accounting sehcommities;

dy o contracts and procurement suboeomumities,

Costs and expenses related to attendanee by GNPC in or outside Acers, (e
travel, wransportanion, lodging, per diem and msurance) in accordance wath
apphicable laws, regulations and GNPC pelicies and procedures shall be bome by
Comtractor and treated as Petrolewm Cost.

6.4  The JMC shall oversee Exploration Operations as follows {except those additional Sole
Risk Exploration Operations camied out pursuant to Arhicle 4.9 wathout TMC approval;

i)

i}

iii)

v}

Mt Tater than minety (90) days before the commencement ol each Calendar ear,
Contractor shall prepare and submil 1o the IMC for its review and approval a
detailed Work Programme and Budget coverning all Exploration Operations which
Cottrackys propeses o carmy oul in that Calendar Year and shall alse gve an
mdication of Contractor’s tentative prelininary exploration plans for the succeeding
Calendar Year, Where the Effective Date ocours later than 30 June in amy Calendar
Year Contractor shall bave the option of submitiing a single detmled Work
Programme and Budpet covering the remaining months of the Calendar Year in
which the Effective Date occurs and the suceccding Calendar Year.

Upon notice o the Mimster and GNPC, Contractor may smend any Work
Programme or budpet submitted w the JTMC pursuant 1o this Article which notice
will state why in Contractor™s opinion the amendment is necessary ar desiruble.
Any such amendment shall be submitted to the JMC for review and approval.

Fvery Weork Programme submitted w0 the IMC pursuant 1o this Article 6.4 and
every revision or amendment thereof shall be consistont with the requirements sel
out 1 Aricle 4.3 reluting to minmmum work and cxpenditure for the peciod of the
Explaration Period in which suck Werk Pregramme o budget falls:

Contraczor shall report any Discovery 1o GNPC immedistely following such
Dascovery and shall place bBefore the MO lior review its Appraisa] Programme {or

R
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6.5

.G

b7

vi)

any amendment thereto) pnor to submission pursuant to Article 8.4 or Article 8.6
thereol to the Minister and the Petroleum Commission. Within thirty (30) days of
completion of the Appraisal Programme 3 JMC meeting to discuss the results of the
Appraisal Programme shall be convencd to take place before submission of the
defailled Appraisal report to the Minister and the Petroleum Commission as
provided for in Article (0

The JMC will review and approve Work Programmes and budgets and any
amendments or revisions thereto, and Appraisal Programmes and any amendments
ot revisions thereto, submitted to it by Contractor pursuanl fo this Artcle, and
timely give such advice as it deems appropriate which Contractor shall consider
before subimitting the Work Progrummes, bodgel and Appraisal Programmes, as
applicable. for approvals pursuant to this Agreement ot ag required by law.

After the date of the hrsi Commercial Discovery, Contractor shall sesk the
concurrence of GNPC's JMC representatives, which concurrence shall nol be
unrreasimably withheld, on any propesal for the drlling of an Exploration Well or
Wells not associated with the Commeraial Discovery and not otherwise required tw
be drilled under Article 4.3, [f concumrence is not secured by Contractor, Confractor
may nevertheless elect to drill the Exploration Well or Wells bul only in the evenl
of & subscquent Commeercial Discovery associated with the Well or Wells shall the
costs of auch Well or Wells he considerad Petroleem Costs for ADE purposcs and
deductible cost for Ghana income Lax pumoses.

From the Diate of Commercial Discovery the TMC shall have supervision ol Petroleum
Crperations as follows:

i,

Withm sixty (60) days after the Date of Commercal Discovery Contractor shall
prepare and submit te the JMC for approval any revisions to its annual Work
Proygrammie and budget thal may be necessary for the remainder of that Calendar
Year and for the rest of the Exploration Period.

At least nincty (90} dayz before the Commencement of each subsequent Calendar
Y ear Contractor shall submit to the IMC [or review and approval g detsiled Work
Programme and budgel selting forth all Developmen: and Production Operations
which Coniracter proposes to carmy out n thal Calendar Year and the estimated cost
thereot and shall also gve an indication of Contractor’s plans for the succeeding
Calendar Year: and

Within sixty (60} deys of the Dule of Commencement of Commercial Production
and thereafler not later than one hundred and twenty (1200 dawvs before the
commencement of each Calendar Year Contractor shall subroit 1o the IMC for its
approval an annual production schedule which shall be in accordance with
international good cilficld practice, and shall be designed to provide the most
efficient, bencficisl and timely production of the Petroleum resources.

Lifiing schedules for Development and Production Areas shall he subject 1o IMC
approval

I'vg JMC shall review all of Contractor's reports on the conduct of Petraleum
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Cperations.

6.8  Contractor’s insurance programme and the programmes for training and technology
transfer submitted by Contractor and the sccompanying hudgets [or such schemes and
programines shall be subject to JMC approval,

6.0 Any contract to be entered into or awarded by Contractor for the provisien of services
for Petroleum Operations shall be subject to approval by the IMC.

6.10  If during any meeting of the IMC the Partics are unahble to reach agreesment conceming
any of the matiers provaded for in Article 6.5, 6.6, 0.7, 6.8, and 0.9 the matler shall be
deferred lor recomsideration at a further meeting to be held not later than fifteen (15)
davs following the original meeting. 11 afier such further meeting the Parties are sall
unable to reach agresment, the matter in dispute shall be referred to the Pantics forthwith.
Failing agreement within fiftoen (15) days thercaftcr, the matter in dispute shall, at the
request of sany Parry, be reforred for resolution under Article 24,

6.11  For the aveudance of doubt. the concwrrence or approval of IMC representatives shall not
b unreasonably withheld or delayed with respect te any proposal and/or program
submitted by Contractor in accordance with this Arficle 6.
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ARTICLE Y

RIGHTS AND OBLIGATIONS OF CONTRACTOR AND GNPC

7.1

Subject o the provisions of this Agreement, Contractor shall be responsible for the
conduct of Petroleun Operations and shall perform its obligations in a workmanlike
manner, with due care and expedition and in accordance with International Goad Ol
Field Practice, including withoul prejudice to the generality of the forcgoing;

a)

by

&)

d)

f

£

b

conduct Petraleum Operations with wmost diligence, efficiency and economy, in
accondamee with besl inlemational petroleum mdustry practices, observing sound
technical amd engineering praclices using appropriate advanced technology and
elfective equipment, machinery, rmalenals and methods:

take all practicable steps to ensure compliance with Section 3 of the Petroleum
Law; including ensuring the recovery and prevention of waste of Petroleum in the
Cortruct Area in accordance with best international petroleam industry practices;

prepare and maintain in Ghana full and accurste reconds of sll Pemolewm Operations
perlormed wruder this Agreement;

prepare and maintmin accounts ol all operations under this Agreement in such a
manner as o present a fill and accurate record of the costs ol such Petroleam
Orperations, in accordance with the Accounting Guide;

disclose to GNPC and the Mimster any operating or other agreement smong the
Parties that constitute Contractor relating to the Petroleum Operations hereander,
which agreement shall not be inconzistent with the provisions of this Apreement.

prepare and implement a programme (to be approved by the JMC) to develop
GNPC's mstiturional eapacity to become a competent aperator,;

privvide and be solely responsible fior the payment of all eosts related or meidental
tor all services, equiprment and supplies necessary for the execution of the activities
o be conducted by the Contractor under thizs Agrecment and the related documents;

prepare and submit in accomdemce wilh this Agreement for approval by the JMC (i)
the Development Plan and (i) such other matters as are speeified m this Agreement
and the relared documents as subject to approvil by the IMC;

take 811 meanres congslent with International best  Practice (i) to control the flow
and prevent liss or waste of Peteoleany, (i) to prevent sny imuricws ingress of water

and darnage o Petrolewn bearing strata and (311} fo manage reservolr pressune;

not to flare any Natural Gas except to the extent necessary 1o MITLEATE OF Previent an
emergency or for safe operations as provided in the Development Plan;

24

—e e



7.2

k)

)

mi

T

ol

keep the Minister and GNPC promptly advised in writing of all matenal
developments which occur, or the occurrence of which is reasonably foresecable,
alfecting or likely to affect Petrelcum Operations,

to take such steps in case of emergeney, and make such immediate expenditures s
are necgssary in accordance with Tnilernational best Practice, Environmental,
Industrial Hygiene and Salety Lepislation and'or this Agreement and the related
documents for the protection of health, lifie, the environment and property, and to
report 10 reasomable detail all such steps laken and expenditures made promptly o
the TMC;

notily promptly the Minister and GNIPC if the Contractor becomes aware of any
unusual event or circumstance occurring in the Contract Arca or such other areas

where Contractor is undertaking activities contemplated under this Agreement or
the related documents that could reasonably be expected to adversely atfect the

chvironment;

implement and administer contracts entersd o with Aftiliates in the same fashion
as 1l would contracts entered inle with non-Afliliate third parties in comparahle
transactions negotiated, implemented and administered on an arm's-length basis:

mainiain or decommission, s approprisie. all existing facililies and assels and all
other assets used or held for use in connection with Petroleam Operations, in
accordance with Intcrnational Good Gil Ficld Practice, applicable law and this
Agrecment; and®

perform and observe cach other term, covenant and apreement of the Contractor
comtained i this Agreement and the related documents.

In connection with ils perfirmance of Petroleumn Operations, Contractor shall have the
right within the terms of and pursuant to applicable law and repulations:

a)

b

e}

d)

to establish offices in Ghana and to assign to these offices such representatives as it
shall consider necessary for the purposes of this Agreement;

to use public lands for installation and operation of shore bases, and lerminals.
harbours and related thsilities, petrolewm slorage and processing, pipelines from
fields to terminals and delivery facilities, camps and other hiusing

to receive licenses and permission to mstall and operate such communications and
lramspartation facilities as shall be necessery for the efficiency of its operations:

to bring to Ghana, provided that reasonable efforts are made to identify Ghanaian
persennel with the requisite skill and experience, in accordance with Contracior's
plan for training and developing Ghenedan nationals referenced m Article 813 (o)
and 21.1 such number of Forcign National Employees as shail be necessary for its
operations, mcluding employvess assigned on permanent or resident status, with or
withoul Garmilies, ss well as those assigned on temparary basis such as rotational
[Tofa) employesy:
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h}

wr provide or amange for reasonable housing. schooling and ether amenities,

pemmanent and temporary, for its employees and to irport personal and househald
effects, fumiture and vehicles, for the use of its persormel in Ghana;

1o be solely responsible for provision of health, accident, pension and life msurance
benefit plins on its Foreign National Employees and their families; and such
employees shall not be required Lo participate in any insuranes, COMPCnsstion 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 epress
from its offices in Ghana, the Contract Ares, and the facilities associated with
Petroleum Operahons hereunder in Ghana including the offshore waters, using its
owned or chartered means of lam, sea and air transportation; and

o enpawe such Subcontraciors, expatnate and national, mclodmg also consultants,
arcd o bring such Subconiractors and ther personnel 10 Ghana as are necessary in
vrder to carry oul the Petroleuam Operations inoa skillful, economic, safe sl
expeditious manner;, and said Subcontractors shall have the same ripghls as
Contracior specified in this Article 7.2 to the extent they are engaged by Contractor
for the Petroleum Operations horcunder.

Provided that Contractor has complied with all of its obligations under this Agresment,
and as long as they appropeiately complete applicable procedures and other requirements
prescribed by relevant suthorities, GNPC shall assist Contractor in camyving ot
Contractor's obligations expeditiously and efficiently as shipulated i this Agreement, and
in particular GNPC shall use its rcasonable best efforts o assist Contractor and its
Subcomtractors w;

a)

bi

=l

d)

=]

establish supply bases and obtain necessary communications facilities, equipiment
and supplies:

obtain necessany approvals to open hank accounts in Ghana:

subject o Article 21.3 hereof, nbtain entry visas snd work pernits or any other
documentation thet may be required from time to time for such munber of Foreign
Mational Froplovess of Contractor and its Subcontractors engaged in Petroleum
Operations and members of their families who will be resident in Ghana, and make
arrsngements for their travel, arrival, medical services and other necessary
ATmnemitics;

cemply with Ghana customs procedures and obtamn permits for the importation of
neccssary materials;

ablain the necessary permiis to transport documents, samples or other forms of data

to foreign countries for the purpose of anelysis or processing if such is deemed
necessary for the purposcs of Pedmoleum Operations:

£h
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[} assist with the acqusmion of any spprovals or waivers required from any
Government agencics dealing  with  fishing,  meteomlogy, navigation and
commumications as regquired;

g identify qualitied Ghanaian personnel as candidates for emplovment by Contractor
in Peirolewn Operations; and

h)  procure sccess on compeliive commercial terms for the storage, processing,
transportalion and'or marketing of Pelroleun produced under this Agreement
through tacilities owned by the State, GNPC (or its AfTiliates) or any thind party,

All reasonable and documented expenses incurmed by GNPC in connection wiath any of
the matters set ot in Article 7.3 above shall be bome by Contracror.

GMNPC =hall render assistance to Contractor in emergencies and major accidents. and

auch other assistance 45 mayv be requested by Contractor, provided that any reasonable
expenses involved in such assistance shall be home by Contractor,

&y
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ARTICLE &

COMMERCIALITY

8.1

8.2

8.3

8.5

Contractor shall submit a Discovery Notice to the Minister and Petroleun Commission
in writing as soon as possible after any Discovery is made, but in any event nol later than
thirty {30) days after the date any such Discovery 1s made.

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

Where the Contractor docs not make the indication required by Armicle 8.1 and 8.2
within the penod indicated or indicates that the Ihscovery docs not merit Appraisal,
Contractor shall, subcet o Aricle 8,20 below, rehnguish the Dhscovery Arca associated
wilh the Dhscovery.

Where Contractor indicates that the Dhscovery menits Appraisal. Contractor shall  within
ome hundred and eighty (180) days (rom the date of such Discovery subrmil tx the
Petrolewn Commission for approval and to the Minister for information purposes an
Agppraisal Programme o be carred out by Contractor in respect ol such Discovery, For
the aveidance of doubt unless otherwisze instructed by the Petrolenm Commission.
Contractor shall appraise each Discovery where Contractor indicates that such Discovery
merits Appraisal.

In the absence ol regulations of peneral application othérwise povermning the process, the
Pemaleum Commission and the Contractor shall adhere to the following procedure in
connection with the submission for approval of an Appraizal Programme. The Petroleum
Commission shall within ninety (907 davs of submission of the Appraisal Frogramme.
gve the Confractor 3 nobice in wnfing stating;

i.  whether or not the Appraisal Progeamme has been approved or comditionally
approved;
il. anv rovizions or improvements requited by the Petroleum Commission o he
made to the proposed Appraisal Programme, and the reasons thereof; or
. if conditionally approved, any conditions for approval of the proposed Appraisal
Programme,

[fthe Petrolewm Commmission does not provide such notice after the ninety {90) Day time
period described above then the Appraisal Programme shall be decmed not approved. In
the event of a dizpute arising out of this Article 8.5 Contractor may ledge a complaint
with the Mimister within thirty (30) days after recenpt of such notice or the date decmed
not approved, as apphoable. 11 such dispute 15 not resolved by the Mimster within thirty
(30) days Irom the date such complaint was lodped. such dispute shall be resolved in
accordance with Article 24.

It the Petroleunt Commission has nol given a notice o wnibing purswant to this Article,

then the arbitration pangl shall delerrmine whither the Petraleom Commmission s failone to
give such nottee was reasonable and lawtul, I the Petrolesm Commussion has given a
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B.10

811

nodice in writing pursuani to this Article, and the Parties cannot agree on the revisions or
comdifions, then the srbitabon panel shall determine  whether the Petrolewmn
Commission's giving such revisions or comditions propaosed was reasemable and lawful.

Where Contractor seeks 10 amend an approved Appradsal Programme, 11 shall
submmit such amendment 1o the MO for review and approsval pursuant o Arhcle
6.4{vibelore submission e the Pelroleurn Comrmission lor approval.

Linfess Contractor and the Minister otherwise agree in any particular case,  Contractor
shall have a peniod of bwo (2) years from the date of Dhscovery to complete the
Appraisal Progromme. In the event Contractor requires a penod of - more than the two
(2} vears to complete the Apprassal Programme, Contractor  shall subrmt request to the
Minister for an extension with a tirnm programime with timelines o justity  the
Tequcst.

Conteactor shall commence the Appraisal Programime within one hundred and ity (150}
days from the dato of approval of the Appraisal Programmc by the Pemoleum
Commiszion, Where the Contractor 15 unable o commence Appratsal within one
hundred and fifty (1 50) days from the date of sapproval of the Appraisal Programme by
the Petroleurn Commission, GNPC shall be entilled 1 exercise the opliom provided for
in Article %1 1o enable prompt Appraisal, provided however that after Conlractor
actually embarks on Appraisal or obtains an extension of time for such work this option
may not be exercised

Mot later than minety (90 days from the date on which sad Apprassal Programme
relating to the Discovery is completed, Contructor will submil o the Minister amd
Petraleum Commission a report containing the results of the Appraisal Programme. Such
report shall include all available technical and economic data rétevant 1o g delenmination
of commerciality, including, but not limited to, peological and peophysical conditions,
such as structural configuration. physical propertics and the extent of reservoir rocls.
areas, thickness and depth of pay zones, pressure, volume and temperature analysis of
the reservoir fluids, preliminary estimates of Crode Oil andfor Netural Gus reserves;
recovery drive charactenistics: anticipated production performance per reservoir and per
well; fluid charactenistics, including gravity, sulphur percentage, sediment and water
percentape and refinery assay pallem.

Mot fater than minety (90) days from the date on which said Appraisal Programme is
completed Contractor shall, by a further notice in wnbing, mform the Minster whether
the Discovery in the opinion of Contractor is or i ool a Commnercial Tiscovery.

IF Contractor fails to notify the Minister as provided in Asticle 8.1 or informs the
Mimister that the Thscovery i3 not commersial, then subject to Aaticle 821 Contractor
shall relinguish such Discovery Ares; provaded, however, that m appropriate cases,
before declarng that a Discovery is not comumercial. Contractor shall consult with the
olher Parhies and miay make sppropriate representations proposing minor changes W the
liscal and other provasions of this Agreement which may, 10 the opinion of Coniractor.
alTect the determination of commerciality. The other Parties may, where feasible, and in
the hest intercsts of the Perties apree to make such changes or modifications in the
exishing arangements
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If Contractor pursuant to Artcle 8.10 mforms the Mimster that the Discovery is a
Commercial Discovery, Contractor shall not later than one hundred and eighiy (1809
days therealler, prepare and submit to the Minister a2 Developiment Plan.

The Development Mlan referved to in Asticle 8.12 shall be based on detailed engineenng
studics and shall include;

)

b

il

d

Confractor's proposals for the delineabon of the proposed Development and
Production Area and for the development of any reservoin(s), including the method
[or the disposal of Associated Gas mn aceordanee with the provisions of Article
14.4;

the way in which the Development and Production of the rescrvoir 15 planned to be
fimanced;

Contractor’s proposals relatimg o the spacing, drilling and completion of wells, the
production. storape, processing, pas utilization, transportation, delivery facilities
and necessary wfrastructure developments required for the production, storage and
transportation of the Petroleum, including without lnmitation:

1) the estimated number, size and production capacity of production Taclilies
if any;

i)  the estimated number of Production Wells;

it]  the particalars of leasible alternatives [or ransportation ol the Pedrolewn,
including pipelines:

1v) the particulars of onshore installations required, including the type and
spacifications or sive theroof, and

v} the particulars of other technical equipment required for the operations;

the cstimate of the rescrves together with the cstimated annwal production profiles
throughout the life of the field to be developed pursuant to the Development Plan
for Crude €l and hatural Gas from the Petroleum reservoirs;

tie-ing with other petroleum fields where applicable;

intormation on operation and maintenance;

& desaription of techmical zolutions including enhanced recovery methods;
eslimmates ol copital arul operaling experndilures;

the economic feasibiliny studies carried out by or for Contractor in respect of
alternative methods for Develepment of the Discovery, taking into acoount;

11 location;
n}  water depth {where apphicable):
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iii}) metecrological conditions;
iv) estimates of capital and operating expenditurcs; and
v) any other relevant data and evaluation thereof;

i1 the safety measures to be adopted 10 the course of the Development and Production
Operations, including measures to deal with emergencies;

k) envicenmental impact assessments as required by the applicable laws of the
Republic of Ghana in effect and as amended from time to time;

I} measures to protect the environment and s comtingency plan for handling of
emergencies (ncludimg the provision and mainlenance of equipment stockpiles (o
respomdl 1 #n emergency

m} Contractor’s proposals with respect to the procurement of gocds and services
obtainable 1n Ghana:

n)  Contractor’s techoology transfer plan

o) Contractor’s plan for traming and amployment of Ghanaian national s;
P} the nmetable for effecting Developrment Operations; and

q) aplan for decommizsiomng and sbandonment

The date of the Mimster's approval of the Development Plan shall he the Date of
Commeroal Discovery.

The Minister shall within ninety {90 Days following submission of the
Developrnent Plan give Contractor 2 nolice in whling slaling:

iy whether or not the Development Plan as submitted has been approved or
conditionally approved:;

iy any revisions proposed by the Mimster (o the Development Plan as subrmtted, und
the reasons thoreof; or

iti) if conditionally approved, any conditions pursuant to which the Development Mai
15 approved.

It the Mimster does nol provide such notice withm mnety (90) Davs followimg the
submission of the Development Plan by the Contractor aod thirly (30) days following
a scoond notice from Contractor requesting the Ministed’s approval. such
Drevelopment Plen shall be deemed not approved.

Where the Development Plan is not approved by the Miniser as provided under Article
810 zhove, the Parties shall within a period of thirty (300 dayvs from the date of the
netice by the Munster as refemed 1o under Arhicle 816 above meel W agree on the
revistons or condifions proposed by the Minister to the Development Plan, [n the event
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of failure to agree to the proposed revisions or conditions, within fourteen: {14} days
following smd meeting any matters in dispute between the Minister and the Contractor
shall be referred for resoluiion in accordance with Ariicle 24.7. If the Minister has not
@iven & noticg m wnling pursuant to Arficle 8.16, then the arbitration panel shall
delermme whether the Ministers failure to @ive such nofice was reasonable and lawtil.
I the Mimsler has given a nobice in wnbng pursuant o Arlicle 8. 1a(in) or 8.16(11), and
the Parties canmol agree on the revisions or conditions, then the afntration pancel shall
determine whether the Mimster’s giving such revisions of condiions proposed was
reasonable and law il

Where the 1ssuc in dispute reforred tor resolution pursuant fo Article 24 15 finally decided
in favour of Contractor the Minister shall forthwith @mve the requistte approval to the
Development Plan submitted by Contractor.

Where the issue in question referred for resolution pursvant to Aricle 24 is Goally
decided in favour of the Minister in whole or in part. Contractor shall forthwith:

1) amend the propesed Development Plan to give cffeet to the final dectsion rendered
under Amicle 24, s the Mimister shall give the requisite approval to such revised
Development Flan: or

1) subjeet to Article 8.21 below relinguish the Discovery Area,

Motwithstonding  the relimguishment prosasions ol Articles 83 and B.11 abawe, 1l
Contractor indicates that a Discovery does nol at the time menit appraisal, or alier
appraisal does not appear o 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 Area and may continue its
Exploration Operations in the Contract Arca dunng the Exploration Period; provided
that the Contractor shall explan what additional evaluations, including Exploration work
or studies, are or may be planmed m onder to delermime whether subseguent apprarsal 1=
warranied or that the Discovery is cominercial. Such evaluations shall be pertormed hy
Contractor according to a specific time table, subject to its right of earlicr relinguishment
of the IMscovery Arca,  After completion of the evaluabions, Contractor shall make the
mdicatioms called for under Arhicle 8.4 or B0 ond either procesd with appransal,
confinm ceduncrciality or relinguish the Discovery Arca

In any cagse, il a Discovery is made in the Initial Exploration Period or First Extension
Peoriod, the Contractor shall by the cnd of the subscquent phase (that 13 the First
Extension Perod or Second Exlension Period as the case mayv be), take a desision o
appraise the Discovery or relinguish such Discovery., Likcwize, if the Contractor has
completed the appraisal of a Discovery in the Initsl Exploration Pernod or First
Extension Penod, the Contractor shall by the end of the subsequent phase (that 15, the
First Extension Period or Second Extension Period as the case may be). take a decision
to deterrmine commerciality or relinguish such Discovery. If at the end of the Exploration
Period the Contractor has neither indicated itz intent to proceed with an Appraisal
Propramme nor declared the Discovery to be a Commercial Discovery, then the
Discovery Area shall be relinquished.

L'pon completton of an Apprassl Programme and belore Conlractor makes a
determination of nen-commerciatity, Contractor may consult with the other Parties ami
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may make appropriale representations proposing minor changes in the fiscal and other
provisions of this Agreement which may, in the opinion of Coniractor. affect the
determination of commerciality. The other Partics may, agree to make such changes or
modifications in the existing arrangements. [n the cvent the Pamtics do not agree on such
changes or modifications. then subjoct to Articles 820 and 822 Contractor shall
relinguish the Discovery Arca.

Mothing in Articles 8.4, 811, 819 ar 8.20 above shall be read or construed as requining
Clontractor to relinguish:

a)  wny area which constitutes or forms parl of another Discovery Area in respect of
which:

iy Contractor has given the Minister a separatc notice stadng that such
[hscovery ments appraisal; or

iy Contractor has given the Minister a separate notice indicating that such
[nsocovery 15 a Commoeroial [iscovery; or

by amy area which constitutes or loms part of 2 Development and Production Area

For the aveudance ol doubt, where Contrector makes a Discovery after the expiration of
the Exploration Pericd Contractor shall notify the Minister of such Discovery pursuant to
Article 8.1 and surrender such Discovery to GNPC.

In the event a ficld extends beyond the boundaries of the Contract Area, the Minister

may reguire the Contractor to exploit said ficld in association with the third party holding
the nghts and obligations umder s petroleum sgreement covenng the said ficld (or GRPC
as the case may be). The exploitation n associabion with sad thind party or GNPC shall
be pursuant to good unitization and engineering principles and in accordance with
Intermational Good Oil Ficld Practice.

(i1
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ARTICLE®
S0LE RISK ACCOUNT
9.1 Subject to Article 8.2, GNPC may notfy Contractor that at its Sole Risk, i may

9.2

.3

LE

2.5

commence o appraise a Discovery, provided thal within thirty (M) days of such
notification from GNFPC, Contractor may elect o commencs to appraise (hat Thscovery
wilhin s Work Programime.

Where an appraisal undertaken under Article 9.0 at the Sole Risk of GNPC results in a
determination that & Discovery 1s a Commereial Discovery, Contractor may develop the
Commercial Eiscovery upon remmbursement to GNPC of all gxpenses incurred
undertoking lhe appraisal and after arranging with GNPC satisfactory terms tor the
payment of a premium equivalent to seven hundred per cent {700%) of such expenses.
Such premium shall not be reckoned as cost of Petroleum Operations for the purpose of
the Accounting Guide. In the ovent that Contractor declines o develop said Discovery.
Contractor shall relinquish che Development and Produchon Area established by the
Appraisal Programme comducted by GNPC under Article 9.1,

During the Exploration Penod GNPC may, at s Sole Risk, require Contractor to
continue drilling to penetrate and test horizons decper than those contained in the Work
Frogramme of Contractor or reguired vnder Article 4, GNPC may also at 1its Sole Risk
require the Confractor to test 8 wone or aomes which Contractor has oot inchuded in
Coniraclor’s test prograrmme. Notice of any such reguirement shall be given 1o
Contracior m wnbmg us early as possible priot to or during the drilling al the well, bul in
any case not after Contractor has begun work to complete or abandon the well. The
excreise by GNPC of this right shall be in an agreed manner such agrecment not to be
mreasonszhly withheld or delaved by Contraclor which does not prevent Contractor from
complying with ils work obligations under Article 4.3,

At any time before commencing deeper drilling as required by GNPC pursuant to Article
4, Contractor mav olect to embody the required drlling in it own Exploration
Operation, i which case any resulting Dhscovery shall not be affected by the provisions
of this Athcle @ shell not apaly o any resulting discovery.

Where any Sole Risk deeper drilling required pursuant to this Adticle 9 results in a
Discovery, GNFC shall have the nght, at its Sole Risk, to appraise, develop, produce and
thepese of all Petroleum from such Discovery and if it desires 1o do se shall condoct
such Sole Risk operations unless GNPC proposes otheraiss and Contractor agrecs.
Provided however that if &t the time such Petroleum iz tested from the producing horizen
i a well, Confractor’s Work Programme meludes 2 well or wells © be dalled 1o the
same prisducing horizon, and provided that the well or wells drilled by Contractor
resullis) in g Peltrolewn producing well producing from the same horizon, Contracior
shall, after reimbursing GRIC for all costs associated with its Sele Risk deeper drilling
i said well and after amanging with GNPC satisfactory torms for the pavment of &
premium cquivalent to seven hundred per cent (700%) of such expenses, hove the rght
o nelude production fom that well in its total production for the purposes of
extablishing & Commercial Discovery, and. if a Commeraial Discovery is subsaquently
eatablished, o develop, produce and dispose of the Peiroleurn in accordance with the
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provisions of this Agreement Such premiurm shall not be reckoned as Petroleum Costs
for the purposes of the Accounting Guide.

Alternatively, il al the 1ime such Petrolewun is tested from a producing horizon in a well
pursuenl a2 Sole Risk operation Contractor’s Work Programme does not include a well
o be drilled 10 said horzon, Contractor has the option to appraise and Jor develop, as the
case may be, the Discovery for its account under the terms of this Agreement if it so
elects wathm a penod of sixly (60) days after such Discovery, In such case, Contractor
shall reimburse GNPC for all expenses ineurmed by GNPC in comnection with such Sole
Risk operations, and shall make satisfactory arranpements with GRPC for the payment
o a premium equivalent to seven hundred percent (700%%) of such expenses Such
premiwn shall not be reckoned as Petroleum Costs for the purposes of the Accounting
Ciuide.

During the term of this Agreement, GNPC shall have the nght, at 11s Sole Rask, and upon
gix {0) months prios notice o Contréctor, 10 doll one (13 or two (2} wells per Calendar
Year within the Contract Area provided that the work intended to be done by GNPC had
not been scheduled for 8 Work Programme to be performed by Contractor and the
exercise of such npht by GRPC mnd the armangement made by GNPC Tor undertaking
such drillmg do not interfers with 4 Work Programme or prevent Contractor from
salishing its work oblipations. Within thirty (30) days after receipt of such notice
Contractor may elect to drill the required well or wells as part of Contractor’s
Exploration Operations,

In the event that g well drlled al the Sole Risk of GNPC m accordance with Aricle 9.7
abowve Tesults na Discovery, GIWNPC shall notily Contracior aml shall have the mght to
appraise and develop as the case may be or require Contractor o develop, after GNPC
declares a Commercial Dhscovery, such Commeraal Dhscovery for 8 mutually agreed
service fee, 5o long as Contractor has an interest in the Contract Area, GNPC king all
the interest risk and costs and hence having the right to all Petroleurn produced from the
Commercial Discovery, provided howewver that Contractor has the option to appeaise
andior develop, as e vose may be, the Discovery for its accoumt onder the termis of this
Agreement iF 1 so elects within a penod of sixty (60) davs after roecipt of GRPC's
written notice of such Discovery.

Comtractor shall reimburss GNPC for all expenses incurred by GNPC in conncction with
such Sole Risk operations, and shall make satistfactory armangements with GNPC for the
payment of a premivm equivalent to seven hundred percent (T00%) of such expenses
hefore exercising the ophion under Arhele 9.7, Such premium shall not be reckoned as
Petroleum Costs for the purposes of Accouniing Guide.

In the event that Centractor declines to develop the Commercial Discovery or no
agreement 15 reached on the service foe amangement as provided for in Adticle 9.8 above,
Contractir shall relinguish the Development and Production Arca associated with such
Commercial Discovery.

sole Risk operations under this Article W shali not extend the Exploration Period aor the
term ol (hs Aggecment provided however that and Contractor shall complete any agreed
programme of work commeneed by it under this Article st GNPC's Sole Risk, and
subject 1y such provisions hereal us the Parties shall then agrec. cven though the
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Exploration Period as defined in Article 3 or the term of this Agreement may have
expired.

GMNPC shall indemnify and hold hammless Confractor against all actions, claims,
demands and proceedings whatsoever brought by any third party or the State, arising out
ol or in connecton with Sale Risk operations under this Article 9, unless such setions,
claims, dermands and procesdings are caused by Contractor’s gross negligence or williul
misconduct.
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ARTICLE 10

SHARING OF CRITDE ML

10.1

Gross Production of Crude Ol from each Development and Production Area shall
{subject to a Calendar Year adjustment developed under the provisions ol Article [0.7)
he distributed amongst the Parties in the following sequence and proportions:

a)

b

c)

d)

e}

Ten percent (10%) of the Gross Production of Crode Ol shall be delivered to the
Statc as ROYALTY, pursuant to the provisions of the Petroleum Law, Upon notice
to Contractor, the State shall have the dghl o elect to receive cash in Reu of ity
royalty share of such Crude (il The State's notice shall be mven o Contractor at
least minety (90 days in advance of each lifling period: such penods w be
eatablished pursuant to the provisions of Aricle 10.7. In such case, said share of
Crude {4l shall be delivered to Contractor and it shall pay o the Stare the value of
saicd share im cash &l the relevant weighted average Market Price for the relevant
penod as determined in accordance with Article 11.7:

After distnbuhon of such amounts of Crode Chl as are reguired pursuant W Arhicle
101 {a), the amount of Crode Chl, of any, shall be delivered o GNPC (o the extent
it i entitled lor Sole Risk operations under Article 9;

Adfter distribution of such amounts of Petroleum as are required pursuant to Articles
10.14a) and 10.1(h), the remaining Crude Oil produced from cach Development and
Producfion Area shall be disinbuted to Contractor and, subject to Aricle [0 1{e]
below, 10 GNPC on the basis of therr respective Paricipating Inlerests purseanl o
Article 2;

The State’s AQE {as hereinafter delined), if any. shall be distributed to the State oul
of the Contractor”s share of Crude Ol determined under Article 101 (c). The State
shall also have the right o cloot o receive cash in Heu of the AQE share of Crude
il mecorded to 1t purswant o Article 1.2, Notification of said clection shall be
piven in the same notice in which the Sate notilies Contractor of its election o
recoive cash o licw of Crude Odl under Aaticle 10.14a). In such case, said Crude oil
share 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 lor the relevant period as
determined n accordence with Article 11,7

[tr the event that GNPC has failed to pay any amounts due to Contractor pursaant L
Article 13.2 of thizs Agreement { such amounts with interest thereon in accordance
with Article 26.6 being hercinafter called “Default Amounis™) and for so long as any
such advances and inferest thercon remain uncovered by Contractor, an amount of
Crde O] shell be debivered to GNP sulflicenl mm valus o retmburse 1t for its share
of Production Costs pald by it to that date, until such share of Production Costs has
been fully reimburzed to it, atter which a volume of Crude Oul shall be delivered to
Contractor oquivalent in value to the outstanding amounts of the aforesaid Defanlt
Amounts until such Default Amnounts are fullv recovered by Contrector. The value
of the Crude Oil for the purpose of this Article 1} shall be the Market Price
determined pursuant to Asticle 11,7
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10,2 At any time the State shall be entitled to a portion of Contractor™s share of Crude 01l

then being produced from each separate Development and Production Arca (hereinafter
referred to as “Additional 0dl Entitlements™ or “AQE™ on the basis of the after-tax
inflation-adjusted rate of return (“ROR™) which Contractor has achieved with respect
to such Development and Production Area as of that time. Contracior’s ROR shall be
calculated on its NCF and shall be determined separately for each Development and
Production Arca at the ond of cach Month in accordance with the following
cotnputalions

{al Definitions:

“ WOCFY means Contractor’s net cash flow for the Month for which the calevlation iz
being made, and shall be compuled 1n accordance with the followang formula:

MUF = X=-w-2

where

“x7 equals all revenues received during such Month by Contraclor from the
Development and Production Area, including an amount computed by multiplyving
the amount of Crode Oil taken by Contractor during such Month in accordance with
Articles 10.1 {d) and 10.1{g); excluding such Crude (h] taken by Contractor for
payment ol mterest in respect of Petroleum Costs incurred by Contractor on GNPC s
behalf, by the Market Price applicable o such Crode (il during the Month when
lifted, plus any other proceeds specified in the Accounting Guide received by
Contractor, including, withowt limitation, the proceeds from the sale of any assets to
which Contractor continues o have title.  For the avoidance of doubt, *x™ shall not
include revenues from Crade Ohl lifted by Contractor which is part of another Party’s
entitlement {e.g. Rovalty, ACOE Oil delivered to Contractor because the State has
elected wo receive cash in liew of Crude Oil. Crude Ol purchased by Contractor Irim
GMNPC aor the State) but shall include revenues from Crude Oil owned by Contractor

but liftcd by another Party (c.p. Crude Chl purchased by GNPC or the State from
Conlraclor).

v eguals one-twelfth {'/12) of the income tax paid by the Contractor to the State with
respeet to the Calendar Year in respect of the Development and Production Arca. If
there are two [2) or more Development and Production Areas, the total income tax
paid by Contractor in accordance with the Petroleum Income Tax Law [B87 shall lor
purposce of this calculation be allocated to the Development and Production Area on
the basis of hypothetical fux caloulahions for the scparate Development and
Productiom Arens.  The hypothetical tax caleolaton for each Developrnent and
Production Area shall be determined by allocating the total amount of tax incorred [or
cach Calendar Year by Contractor under the Petroleum Income Tax Law to each
Development and Production Arca based on the ratio that the chargeable income from
g @ven Development and Production Area hears to the total chargeabie income of
Contractor. The chargeable incame of Contractor 15 determined under section 2 ol the
Petraleam Income Tax Law and the chargeable income of a Development and
Production Arez shall be caleulated by deducting from the gross income derived from
or allocated to thar Area those expenses deductible under section 3 of the Petraleum
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Tneome Tax Law which are reasonably allocable to that Area. A negative chargeable
meome for an Area shall be weated as zevo for purpeses of this allocstion and not
more (or less) than the total income tax paid by Contractor shall be zllecated between
the Areas.

“z" cquals all Petroleum Costs speeified in the Accounting Guide and expended by
Contractor during such Month with respeet to the Development and Production
Area, including any 'etrolewm Costs paid by Contractor on GRPC’s behalf, and not
reimbursed by GNPC within the month, provided that all Petroleum Costs for
Exploration Operations not dircctly attributable to a specific Development and
Production Area shall for  purposes of (s caleulation be allocated to the
Development and Production Area having the earliest date of Commencement of
Commercial Production: and provided further thac for the purpose of the ROR
caleulation Petrolcum Costs shall not include any amounts in respect of mierest on
losns chtaned for the purpeses of carrying oul Petroleam Operations.

"FART, “RAZT, "TAR" and “ZA," means Fust Account, Second Account Thied
Account and Fourth Account, respectively, and represent amounts as of the last day of
the bonth in question as determined by the formulac i {b) below.

“FAn", “SAn" “TALT, and “ZAq 7, respectively, mean the lesser of (i) the FAqg,
SAn TAq, or ZA., as the case may be, as of the last day of the Month immediately
preceding the Month in question, or (ii} zero. Stated otherwise, FAq shall equal FAq,
as of the last day of the Month immediately preceding the Month in guestion il such
FAn was a negative number, but shall equal #ero i such FAq was a positive number.
Likewise, 3Aq shall egual 5A; as of the last day of the Month immedialely
preceding the Month in question if such SA, was a negative number, but =hall equal
zero if such SA, was a positive number.  Likewise TAn. shall cqual TA, as of the last
day of the Month immediaiely preceding the Month m oguestion if such TA, was a
negative nuwmber, but shall equal zero il such TAq was a posilive number. Tikewise,
£Ac shall equal ZA; as of the last day of the month immediately preceding the
Month in guestion if such ZA- was a negative number. but shall equal zero if such
LAy was a positive number, In the ROR caleulation for the first Month of Petroleum
Oiperations, FAw, 84, TAw and ZAq, shall be zen.

“1” for the month in question equals onc (1) subtracted from the guotient of the
United States Indusinial Goods Wholesale Price Index (CUSIGWPT) for the Month
secomid preceding the Month in question {ep wse Aupnsl data lor October™s
computation) ag first reported in the International Financial statistics of the
Intcrmational Monpetary Fund, divided by the USIGWP] for the =same second
preceding Month of the immediately preceding Calendir Yesr as first reported in the
Intermational Financial Statsties of the Intemabional Monetary Fund,  IF the
LISIGWPI ceases o be published. a substitute U5, Doliar-based price index shall be
used

“n” refers to the nth Moenth in question.

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

by Formulge:
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In the ealeulation of 5A, an amount shall be subtracied from NCF identical to the
value of any AOE which would be due to the State if reference were made hereunder
only 1o the FAn.

ra, = (74, (11 mfi 1Y)+ wcF

Tn the caleulation of TA; an amount zhall be subtracted from NCF identical to the
value of any AOE which would be dug to the State if reference were made hercunder
onlv to the FA; and 5A,.

24, = (24, (1 @22 D)) s wer

In the calculation of ZA; an amount shall be subtracted from NCF identical to the
value of any AOQE which would be due to the State if reference were made hereunder
only to the FAn, SA, and TA,.

Y Prospective Apphcation:
The State’s AQF measured in barrelz of oil will be a= follows:

iy  If FAL 8A; TA: and £A, are all negative, the State’s AQE for the
Month in question shall be zero;

1} If FA- 15 positive and SA,, TA, and ZA, are all negative, the State’s
AOQF for the Maonth in guestion shal! be equal to the absolute amount
resulting from the following monetary calculation:

3%. of the FA, for that Month divided by the weighted average Market
Price g5 determined in sccordance with Arficle 11,7,

i} I hoth FAR and 5A, are positive, but both TAg and LA are nepative, the
State’s AOE for the Month in question shall be equal to an absolurc
armount resalting from the foliowing monetary calculation;




the apgregate of 5% of FA, for that Month plus 15% of the SA,, for that
Month all divided by the weighted average Market Price as determined
in accordance with Article 11.7.

iv)  If FAn SAq and TAp are all positive but Z4, 1s negalive, the State’s
AQE for the Month in question shall be egual to the absolole amount
resulting from the following monetary caleulation:

the ageregate of 3% of the FA, for that Month plus 13% of the 34 for
that Month plus 18% of the TA. for that Month all divided by the
welghted average Market Price as determined in accordanee with Aricle
11.7.

vl IF FAn 8An TAq and ZA, are all positive, the State’s ACQE for the
Month in guestion shall be equal to the abselute amount resulting from
the Tollvwing monetary calculation:

the aggregate of 3% of the FA- for that Month plus (13% of the 3A; tos
that Month plus 18% of the TA, for that Month plus 20% of the £A, for
that Month all divided by the weighted average Market Price as

delemmned n accordanee with Article 117,

d) The AOE calculations shall be made in U.5. Dollars with all non-dollar
cxpenditures converted to ULS, Dollars in accordance with Section 1.3.3 of
Annex 2. When the AQE ealeulation canmot be definitively made because of
disagreement on the World Market Poce or any other factor in the formulas,
then a provisional AOE calculation shall be made on (he basis of best
eshimates of such factors, and such provisional caleulstion shall be subject to
correction and revision upon the conclusive determination of such factors, and
appropriale retroactive adjustments shall be made.

) The AOE shall be calvulated on a monthly hasis, with the AOE 10 be paid
commencing with the first Month following the Month in which the FAq. SA,,
TAa. or ZAq, (as applicable) becomes positive. Because the procise amount of
the ADQE for a Calendar Year cannot be determined with certainty until after
the end of thal Calendar year, deliveries (or payments in licu) of the AOE with
respect to a Month shall be made during such Calendar Year based upen the
Contractor’s good faith estimates of the amounts owing, with any adjustmenls
following the end of the Calendar Year to be settled pursuant to the procedures
apreed to pursuant io Article [0.7. Final calculations of the AGE shall be
made within thirty {30} davs following the liling hy the Contrector of the
annua! tax retmn for such Calendar year pursuant o the Petroleum Tncome
Tax Law, and the amount of the AOE shall be appropriately adjusted in the
evertl ol a subsequent adjustment of the amount of tax owing on such term.

10,3 GNP shall act as agent for the State in the collection of all Petroleum or money
accruing Lo the State under this Armicle and defivery or pavmem 1o GNPC by

Cantractor shall discharge Contrsctor’s lahility to deliver the share of the State.
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10.4

105
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(0.7

0.8

The State or GNPC, having met the requirements of Article 151, may elect, in
aceordance with lemms and conditions o be mutually agreed by the Partics, that all or
part of the Crude Oil to be distmbuted to the State or to GNPC pursuant to this Article
ghall be sold and delivercd by the State or GNPC to Contractor or itz Affiliate for use
amd disposal and n such case Contractor or its Afhiliate shall pay to the State or to
GNP, ay the case may be, the Markel Price [or any Crude Oi so sold and delivered.
MWarked Price for purposes of this Arlicle [0.4 shall be the smounts actualiy realized by
Contractor or said AlTiliale on its resales of said Crude (6l in arm’s length commercial
transactions, or for its other resales or dispositions of said Crode Of, based upon world
market prices determined in the manner specified in Article 11.7(h).

Ownership and risk of loss of all Cmde Oil produced from the Contract Area which is
purchusesd. and all of its percentage Interest or other Crude Ol lilted. by Comtractor shall
pass o Contractor at the outlet flange (% Delivery Point™) of the marine terminal or other
storage facility for loading into tankers or other mansportation cquipment reformed to in
Article 11.1.

Subgect (o the provisons of Andcle 15 hersol, Contractor shall have the nght freely 1o
export and dispose of all the Petrolenm allocated and/or delivered o it parsuant Lo this
Article.

The Parties shall through consultation enter into supplementary agreements concerming
Crude Chl Ifting procedurss, lifting and tanker schedules, loading comditioms, Crude Chl
metering, and the setflement of lifting imbalances, if any, among the Parties at the end of
each Calendar Year. The Crude Oil to be distributed or otherwise made available 1o the
Parties in each Calendar Year in accordance with the proceding provisions of this Article
shall insofar as possible be in reasonably equal menthly quantities.

To aszist in the making of the AOE caloulation in accordance with Amicle 1002, there is

alfached as Ammex 3 to this Agreement a worked example of the calcolation using
hypothetical fgures, rates and thresholds, [or the purpese of Nustration enly

ad



ARTICLE 1T

MEASUREMENT AND PRICING OF CRLUDE (H1,

11.1

1.1

11.3

11.4

Crude Of] shall e defivered hy Contractor o storage tanks or other suitable holding
facility constructed, maintained and operaied in accordance with applicable laws and
good oilfickd practice. Crude (il shall be metersd or otherwise messured Tor guantity and
tested for quality in such storage tanks for all purposes of this Apreement.  Any Party
may reguest that measurements amd tests be dene by an mnternationally recopmiced
ingpection company. Contractor shall arrange and pay for the conduct of any
measurcmcnt, or test so requested provided, however, that i the case of (1) a st
requested for qualiy purposes and/or (2) a test requested on metenng (or messurement )
deviees, or where the test results demonstrate that such deviees are accurate within
aceeptable Wwlerunces apreed 10 by the Parlies or il not established by the Parties, then in
aceordance with International Good Oil Field Practice. the Party requesting the test zhall
reimburse Contractor for the cosrs associated with the test or tosts

GMPC orils authonzed agents shall have the right:
a) o be present at and to observe such measurcment of Crode Oil;
by to examine and test whatever appliances arc uscd by Contractor therefor;

o) to appoint an independent Surveyor to inspect, measure and determing the quality of
Crude Ohl,

dy to mstall or reguire Contractor to install equipment for the purpose of determimng
the quantity and quahty of Crude Chl.

In the event that GMNPC considers Contractor’s methods of measurement to be inaccurate
GNPC shall notly Contracior o this effect and the Parties shall meet within ten (14)
dava of such notification to discuss the matter, Where after tharty (307 days the Partics
cannol agree over the issue they shall reler lor resolution under Article 24 the sole
question of whether Contractor’s method of measuring Crude Oil is accurate and
reasonable.  Retrospective adjustments to messurements shall be made where necessary
to pive ellect to the decision rendered under Article 24,

Tf upon the examination or testing of apphisnees provided for in Amicle 11.2 any such
apphianceas shall be discovered to be defective:

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

by subject to the cstablishment of the contrary, such crror shall be deemed to have
existedd for throe (3) months or since the date of the last exemination and testing,
whithever oecurmred more recent]y.

In the event that Conractor desimes to adjust, repar or replace any measuring apphance,

{t shall mve GNPC reasonable notice o enable GNPC or it authonzed agent o be
IJ'l'EZE-E-'I:'.[.
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1.6 Contractor shall keep full and accurate accounts concerning all Petroleum measured as
aforesaid and provide GNPC with comes thereol on @ monthly basis, not later than ten
{10} dayvs after the end of cach month,

1.7 The Market Price for Crude (hl deliverad to Contractor hereunder shall be established
with respect o each Tifting or other period as provided elsewhere in (his Agreement as
fellovwes:

a)  on Crode Gil sold by Contractor in “arm’s length commercial transactions™(definad
m Arhicle 11.7(c) below}, the Markel Prce shall the price actually realized by
Contractor on such sales;

b} om sales of Crude il by Contractor not in an amn’s length commicreial transaction,
on exports by Contractor without sale or on sules under Article 152, the Market
Price shall be determined by reference o world market prices of comparable Crude
Oils sold in anm’s lemgth transactions for export in the major world peroleum
murkeds, and adjusted for il guality, location, tming and conditions of pricing,
delivery and payment: provided that in the case of sales under Article 13.2 where
sich 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 takem mto account m determimng Markel Pnce.  For
purposes of this Article 11.7 (h), “comparable Crode Oils™ shall mean Crude Ohls of
sirnilar APT gravity, sulphur content, and acidity, and if Contractor cannot identify
comparable Crude Cils for the purposes of this Amicle, the Parties may apree on an
alternative method for establishing a comparable Crude Chl.

¢) zales in “arm’s length commercial transactions™ shall mean sales o purchazers
independent of the scller, which do not invalve Crode il exchange ot barter
transactions, govermoment to povernment ransaction, sales directly or andirectiy o
Affilimtes, or sales imvolving consideration other than pavment in U8, Dollars or
currencies converlible thereto, or affected in whole or in part by considerations other
than the usual cconomic meentives for commeraal arm’s lemgth Crade Ohl sales;

d)  the price of Crude il shall be expressed in UL, Dollars per barrel, F.O.B. the point
of delivery by Contractor:

¢) If Crude Oils of various qualitics are produced [rom the Comtract Area, the markel
Price shall he determined separately lor each type sold andior exporied by
Contracior, only 1o he extent that the different guality grades remain segrepated
throwgh to the point where they zre sold, and if grades of different quality arc
commingled into 8 commaon stream, Contracter and  GNPC shall agres on an
equitable methodology for assessing relative value for each grade of Crude il
comprsing the hlend and shall implement the agreed methodolopy for having the
producen(s) of higher gquality Crode Qil{z) be reimbursed by the producen(s) of
levwer quality Crude Oil{s);.

11.8  Conrractor shall provide to GNPC information in acocondance with Section 7 of the
Accounting Guide on each lifting which shall include the huyer of the cargo, sales hasis
with respect o Benchivark crode oil, the pricing basis, the differential, any deductions




11.9

11.10

11.11

and the Market Price determined by i1 for each lifiing not later than thirty five (35) days
after the end of such lifing. For the purposes ol this Article 118 the obligation of

Comtractor shall be joint and several.

It ONPC considers that the Marker Price notified by Contractor was not cormrectly
determined in accordance with the provisions of Aricle 11.7, it shall so notify
Caontractor not later than thirty (30} days after notification by Contractor of such price,
and GNPC and Contractor shall meet not later than twenty (20) davs thereafler o apree
on the correct Mearkel Price.

In the evenr that GNPC and Confractor fail to agree upon the commencement of
meetings [or the purpose descobed m Aracle | 1.9 ahove, the Market Pree shall be
refierred for determination in accordance with Article 24 ol this Agreement,

Pending a determination under Article 11.10 the bdarket Price will be deemed to be
the lazt Market Price agreed or determined., as the casc may be, or if there haz been no
such previous agreement or determination, the price notificd by Contractor for the
Hiting in guestion under Arbclel LAErmor! Reference source nod foond. Should the
determined price be different from that used in accordance with the foregoing then the
difterence plus interest at the Specific Rate as stated in Asticle 26.6 shall be paid in
cash by or to Contractor. as the case may be within thirty (30} days of such
determination.




ARTICLE 12

TAXATION AND OTHER IMPOSTS

12.1

12.2

Subject to applicable laws and regulations, the tax, doty, fes and other imposts that shall
be tmposed by the Stale or any enlity or any political subdivision on Contractor, it
Subcontractors or its Affiliates in respect of activities related to Petroloum Operations
and the sale and export of Petroleum shall include but not limited to the following:

a) Taxes in accordance with the Petroleum Income Tax Law 1987 (PNDC L188) and
incomne tax shall be levied at the rate of thirtv-five per cent (33 %):

by Motwithstanding Article 12.1(a), tax in respect of incoma sndfor gain (im eithor
case, calculated in accordance with Ghanatan law) resulting from the direct or
indirect sale, transfer or assignment of () a partial or the éntire interest in (s
Agreement, (h) assets acguired or used in Petroleum Operations under this
Apreement, or {¢) shares of Contractor at the rate determined by Ghanaian law in
efteer &t the time of the sale, transier or assignment.

¢l Payments for rental of Govermmenl property, public lands or for the provisions ol
specific services requested by Contractor from public enterprises; provided,
however, that the rates charped Contractor for such rentals or services shall not
exceed the prevailing rates charged to other members of the public whe recerve
similar services or rentals;

d}  Surface renials payahle 1o the State pursuant o Section 18 of the Petroleum Law per
square kilometre of the area remaining at the beginning of each Contract Year as
part of the Contract Area, in the amounts as set forth below,

Phase of Operation Surface Rentals Per Annum
Initial Exploration Perod LIS £ S0per sy. km.
15t Extension Period US £ 73 persg. km.
Znd Extension Penod US & 100 per sy, km.
Developrment & Production Area LIS 5 200 per sq. km.

These rentals shall be pro-rated where the begmmmng of a Period and the end of a Penod
or the ereaton of 8 Development and Production Ares occurs duning the course ol a
Calendar Year,

Save for withholding tax at the rate provided for under apphceble faw from the
aggrogate amount due o s residen! Subcontractor or non-resident  Subconiractor.
Comtractor shall not be obliged to withhold any amount in respect of tax fiom any sum
due from Contractor to anv Subcontractor in vespect of work and services for or in
comnection with this Agresment




12.3  Contractor shall not be lHable for any export tax on Pelraleum exported trom Ghana and
o duty or other charge shall be leviad on such exporls. Viessels or other means of
transporl used in the export of Contractors Petroleurn from Ghana shall not be lable for
any tax, duty or other charge by reason of their nse for that purpose

124 Subject to the local purchase obligations hereunder, Contractor and Subcontractors
may import inte Ghana all plant, equipment and materials to be used solely and
exclusively in the conduct of Petrolewm Cperations without payment of customs and
other duties and taxes on imports save administrative fees and charges,

PROVIDED THAT:

a)  GNPC shall have the rght of first refusal Tor any itemn imported duty free under this
Article which 15 later sold in Ghana: and

by where GRPC does not exeraise 11s nighl of purchase Contractor may sell o any other
person suhject o the relevant law,

12.5  Contractor shall not be liable to pay VAT in respect of plant, cquipment and materials.
arul reluted services supphed i Ghana, to be used solely and exclusively in the conduct
o Petroleun Operations.

12.60  Foreign Mationa]l Employees ol Contracter or s Adlihates, and ol 11s
Subcontractors, shall be permitted o mpart into Ghang free of onport duty their
personal and household elfects inoaccordance with Sechion 22.7 of PNDCL 64
provided. however, thal no property mmporied by such emplives shall be resold by such
employee in Ghana except in accordance with Article 122,

12,7 Subject to GNPC's nghts under Article 19, Confractor, Subcontractors and  Foreign
National Employvecs shall have the nght to cxport from Ghana all items imported dutv
free pursuant to Aricle 12,9 Such exports shall be exempt from all customs snd other
duties, lwies, lees and cherpes on exports save minor adrmimistraiive charges.

12.8 Partics will negotiate in good faith to ensure that Contractor is afforded tax
credits for corporate taxes paid in Ghana. However no adverse effect should DoCur to
the cconomic righls of GINIC or the State.

12,9 The Ghana Income Tax law applicable penerally to individuals whe are not emploved in
the petmieumn industry shall apply i the sume fashion smd at the same rates to
cmployess, of Contractor, 16 Alhhates and its Subcontractors provaded, however, that
Forcign National Emplovees of Contractor, its Affilistes and its Subcontractors, as
permitted umder Section 28 of the Petroleum moome Tax Law, shall be exempt from the
utcome tax and withholding lax liabdlities uniess they are resadent 1 Ghana for more
than thirty {307 continuous deys or sixty (60} davs in agprepate inany Calendar Yeur.

12.10 Subject to poidelimes 1o be issusd by the Mimster, the Contractor shall make eontributions
w0 o decommisyon fund based on estimeted costs of sbandenment - proportion to s
Participating Intergst, Such contributions shell be allowed as deduction from asscssable
ineome from the vear of assessment the contnbubons commenced. In the wvear of
assesament i regpect of which decommission has been completed i accordance with an
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approved decommission plan, the surplus funds shall be treated as chargeable ineome
and subject to tax. The amount left after the tax shall be subject to Additional (3l
Entitlement at the highest rate at which the Contractor paid ADE during the period of
contributions to the relevant decommission fund, Any surplus after payment of the tax
and AOE shall revert to the Contractor.

1211 Motwathstanding the ahove provision of this Section, the Taxabion Laws of Ghana to the
extent that they are applicable shall be applied o the Emplovees of Contractor, Affiliates
o 105 Subconiraclors.
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ARTICLE 13

FOREIGN EXCHANGE TRANSACTIONS

The provisions of thiz article 13 shall be subject to applicable legislation goveming foreign
exchange transactions in Ghana in force from time to time.

13.1

13.2

13.3

13.4

135

Contractor shall for the purpose of this Apresment be entitled to receive, remit with the
approval of the Bank of Ghana, keep and utilize fiecly abroad all the foreign currency
obtained from the sales of the Petroleum assigned (o 11 by this Agreement or purchased
hercunder, or from transfers, as well as its own capital, recepts from loans and in gencral
o] assets thereby spowred abroad. Upon making adequate armangements wath regand to

its commitment o conduct Petralewm Cperations. Contractor shall be free (o dispose of

its foreign currency or assets as it deems fit.

Caontractor shall have the nght o open end maintan in Ghana bank secounts in foresgn
curtency and CGhanaian currency. No restriction shall be made on the imporl by
Contractor in an authonzed manner of funds assigned to the performance of the
Petroleumn Chperations and Comtractor shall he enbitled 1o purchase Ghanmun currency
through authomzed means, withoul discomination, al the prevaihng mte of exchange;
provided, however, that such prevailing rate applicable w Contractor hereunder fior all
tranzactions for converting Ghanaian currency into U5, Dollars. and vice versa. shall he
at a buving or selling, as the case may be, ratc of cxchange not less favourable to
Contractor than that quoted by the State or 1ts foreign exchange control authomny to any
person or enlily on the dates of such conversion (excepling those special rates provided

by the State o discretely defined groups lor speaal, lnmled purposes).

Contractor shall be enfitled fo convert in an suthorized manner into foreim currencics of
s chonee lunds imported by Contractor for the Petroleum Operations and held in Ghana
which exceeds its local requirements al the prevailing rate of exchange refermed to in
Adticle [3.2 and remil and retwin such forenpn comencies oulside Cihana,

In the event of resale by Contractor or its Affihate of Crude Oil purchased from the State
or GWPC, the State or GNPC shall bave the nght to request ppyment for such sales of its
share of production to Contractor cr its Affiliate o be held in the foreipn currency in
which the resale mansaction took place or in LS. Dollars.

Contractor shall have the right to make divect payments outzside of Ghana from its hoine
offices in Migeria, and elsewhere, to its Foreign National Employess, and to thoge of i3
Suhcontractors and supplicrs “not resident in Ghava® (as that term is defined in Section
160 of the Inlemal Revenue Act 2000 CAct 5829 lor wages, salanes, purchases of goods
and performance of services, whether imported into Ghane or supplied or performed
thereim for Petroleum Operations carried out horeunder, in accordance with the
provisions of this Agreement, in respect of services performed within the framework of
this Agreemenl, and such payments thall be considered as purt of the costs ingurred in
Petroleum Operations. In the event of any changes in the location of Operator’s home or
other offices, Operator shall o notify GNPC and the State
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13.7

13.8

156 All payments which this Agreement obligates Contractor to make to GNPC or the State,

including income taxes, shall he made n United States Dollars, excepl as requested
atherwise pursuant 1o Article 13.4 above.  All payments shall be made by telex transfer
in immediately available funds 1o a bank to be designated by GNPC or the State, and
reasonably accessible o Contractor by way of i1s being able (o receive payments made
by Contractor and give a confirmation of receipt thereof, or in such other manner as may

be mutually agreed.

Adl payments which this Agreement obligates GINPC or the State to make to Contractor
shall be made in United States Dollars. All payments shall be made by electronic
transler { or in such other manmer as may be mutually agreed) in immediately available
funds to a bank 1o be designated by Contractor, and reasonably accessible o GNPC or
the State bv way of its being able to receive payvments made by GNPC or the State and
give confirmation of reccipt thercof,

All payments due Lo the Contractor in respect of the conduct of petroleum operations
in GGhana shall first be paid to the Contractor’' s bank account i Ghana.




ARTICLE 14

SPECIAL PROVISIONS FOR NATURAL GAS

PART [ - GENERAL

Al natural gas produced by Contractor in assoaation with GNPC under tlus Agreement shall be
the property of the Corporafion in accordance with the prowisions of Sechon 16.2 of the
Petroleun Law, subject W the terms of this Agreoment,
14.1  Contractor shall have the right to use MNatural Gas produced from any Development and
Production Arca for Petroleum Operations within the Contract Arca such as reinjection
Ior pressure maintenance and/or power peneralion al no cost.
14.2  Contractor shall not flarc nor vent Natural Gas cxcept ;
a) Lo the extent provided for in an approved Development Mlun:

by during production testing operaticns;

oy when reguired for operational salety and the salely of persons enguged in Petroleum
Operations in accordance with international Petroleumn indusiry practice:

d)  a= otherwise authonzed by the Minister:
143 Confractor shall have the night to exmact and dispose of liquid hydrocarbons pursnant Lo

the provisions of this Agreement relating to Crude Oil, Residual Natural Gas remaining
afler the extraction ol liquid hydrocarbons s subject to the provisions of this Article 14,

PART 11 -ASSOCIATED GAS

144  All gas produced in association with Crude Ol is the property of GNPC,

145 Based on the ponciple of full wilisaton of Assooated Gas and without substantial
impediment to Crude Oil production, the Development Plan of each Development and
Praductiom Area shall melude a plan of utilization for the Associated Gas

14.6 It Contracior considers that production, processing and atilisation of Associsted Gas
from any Development and Production Area is non-econcmic, GNPC or any State
apponted ageney, body or subconfractor shall have the option to offtake such Associated
Gas not used as remnjecton or pressure mamteneanee andfor power generation pursuant
to Arficle 14.2 and or not utilized otherwise as per Article 14.5 a2 the outlet flange of the
gas-oil scparator on the crude oil production facility at itz Sole Risk Tor its own use.
GMNPC and Contractor shall work together to develop the appropriate interface between
s infmstruciure owned by the State and/or GNPC and Contractar’s Development Plan
and to that end the Development Plen proposad by Contractor shall include,

a)  wsratement of the facilities necessacy for the delivery 1o GNPC ol such Assooiated
Cietss ancd
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14.7

14.8

by aplan for the remjection of Associated Gas info the reservoir if needed for pressure
support and

¢} aplan for power-generation,
d)  aplan for any other use.

The decision of GNPC as to whether or not to exercise the oplion provided for in Article
14.6 shall be made in a timely manner. In mekimg such decision aml in its subsequent
conduct GNPC shall avoud the prevention of or delay to the orderly start up or
continuation of the production of Crude OF] a5 envisaged in the approved Development
Plon.

If GMNPC or anv State appointed agency, body or subcontractor elects to offtake
Associated Gas under Arhicle 14.6 ahove, GNPC shall he respomsible for any edditional
facilities needed lor the delivery of the Gas to GNPC. provided that:

(a) if Confractor s=ubscguently wizshes to pamicipate in GNPC's gas utilization
programme, it shall reimburse GNPC for the costs of such facilities plus & premium
of three hundred percent {300%); or

(b} if Contractor subsequently develops a gas utilization programume and requires lhe wse
of GNPC’s gas facilitics, Coniractor shall pay GNPC an agreed fee for such use,
Provided there is excess capacity, GNPC shall allow access to such pas facilities on a
non-discriminatory basis, at a reasonable market-based fee. In the absence of a
markct—based foe, the foe shall reflect levels that are caleulated to vield a return on
invested capital comparable to similar circumstances in the upstream gas industry.

(c) Il Contractor comsiders that il may be economic o produce Associated Gas for sale,
the provision of Articles 14.13 and Part IV below shall apply as W such Associuted
(Fas

PART TII - NON-ASSOCIATED GAS

14.49

14.10

Contractor shall have the right to commercialize a Discovery of Non-Associatled Gas in
the Confract Area in aceordance with the provisions of this Agreoment. Except as
otherwise provided i this Agreement, lhe terms applicable o a Dhscovery as provided
under Article 8 of this Agreement zhall apply to a Discovery of non-Associated Gas.

Where Contracler submils gotice pursuant to Arlicle ] indicating that the Dhiscovery
does not at thar time merit Appraisal but may merit Appraisal or additional evaluation al
a lster date during the Exploration Period or during the initial pedod under o new
Agreement made pursvant to Article 14.17 below, then Contractor need not subinit a
proposed Appraisal Programme at that fime but instead shall indicate what other studies
or evaluations (in accordance with a definite time-table) may be warranted before an
Apprasal Progrumme 1% undertaken. Where Contractor’s Mohoe andicates that the
Diiscovery will ool merit apprasel at any qme dunng the Exploration Pénod or dunng
the initizl period under a new Apreement made pursuanl o Article 14,18, then




14.11

14,12

14.13

Contractor shall relinquish the nights to the Non-Associated Ceas within that [hiscovery
Area

Not later than mnety (90) days from the date on which the Apprasal Programime relating
to a Discovery 15 conchuded, Contractor shall submit to the Minister a report contaimng
the results of the Appraisal Programime (the “Appraisal Report™). The Appraisal Report
may conclude that the Discevery merits commercial assessment. 18 the Appraisal Beport
concludes that the Discovery ments commercial assessmont, Contractor shall submit to
the Minister within sixty (6] days from the dete of submission of the Appraisal Repor,
a programime incorporating a specific timetable for conducting such commercial
assessment for approval by the Minister. If the Minister approves this programme, such
commercial assessment shall be conduocted within the Exploration Period and, if
applicable, during the imitial perniod under a new Agreement made pursuant to Amicle
14,17, Motwithstanding the above, the Mimster may approve the condoct of other
studies of evaluation, in accondance with a specific timetable, which may be warranted
before a commercial assessment 15 undertaken, if Contractor notifies the Minister that
commercial assessment of the Discovery 15 nol werranted at that ome but the Dhscovery
may mertt such assessment at a later date dunng the Exploranon Period or during the
initial perzod aforcsaid.

‘The purpose of the commercial assessment shall be to study the wses e which
production from the Thscovery Aren separately, can be devoied and whether involving
exparts or domestic wlilizetion. As part of the assessment, the Parties shall also pursue
discussions on the required contractual arrangements for disposition of the Matural Gas
to GNPC. Contactor may undertake the Gas commercialization project at a level that
will facilitate the achicvement of the Contractor’s mte of return, and shall use the State’s
gas mirastructure 1f available.

Contractor may consuit with the Mimster and GNPC and may make appropriate
representabons proposing changes m the fiscal and other provisions of this Agrecment
which may, in the opinion of Contraclor, allect the above determinations made pursuant
o Adticles 14,010 and 5.6, The Mindster and GNP may, whore feazible and in the best
interests of the Partics. agree to make such changes or modifications in the existing
HTVHTIZEITIETIES,

PART IV NATURAL GAS PROJECTS

14.14

If at any time during the commercial asscssment Contractor informs the Minister in
writing that the Discovery can be produced commercially, it shall within {one bundred
and eghty) 180 davs submil to the Minster and (o GNPC ity proposals for an
agreement relating to the development of the Discovery on the princples sed forth n
this FPart 1V of Article 14, The Starc and GNPC undertake on receipt of such notice o
negotiate in good faith wath Contractor with & view fo reaching agreement on terms for
such pridduction.  Any such agresment will he based on femms and fiscal Tequirements
winch shall be no less lfevoursble fo Confractor thin those provided for in Articles 10
and 11 and which take full account.of, among other things, the lepfimare interest of
the State as the resouree owner, the value of the gas in the market beanne in mind the
use which ecan be made of such harural Gas. For the avoidance of doubt, the pricing
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14.15

14.16

a)

bl

dl

thseussions mn this Arhiele 14,14 shall not apply to any Natural Gas which may be used
for an cxport project.

If at any time during the conunercial assessment Contractor has identifiad & market for
the reserves of Mon-Associated Gas or any pant thereot that can be saved without
prejudice to an cxport project, the Partics shall proceed in good faith to negotiate the
appropriate contrachzal arrengements for the disposition of the Matural Gas. In the
event of a market for such Gas, Comtractor shall receive for delivery its share of the
Matural Gas al o prnice o be agreed in good lmth hetween GNPC and Contractor,
taking into aceoumt among other things, the cost ol linding and developing the Natural
Gias, a reasomable retum on exploration and development imvestment and the wses
which will be made of the Natural Gas.

In the cvent of a Discovery of Natmural Gas in the Contract Arca which is to be
developed and commercially produced, the provisions ol this Agreement 1n respect 1o
mieresls, oghis and obligations of the Parlies reparding Crude Qi shall apply o
Natwral Gas, with the necessary changes in points of detail, cxcept with respect
spectiic privasions i this Agreemenl comoerning MNalural Gas snd different or
additonal provisions concerning Maturs! Cras which may he sgreed by the Parties in
the luture.

The system for the allocation of Natural Gas among the Parties shall follow the
same gencral format as Article 1001 provides for Crude Oil, with the exception that
the rovalty to be delivered to the State on Natural Gas shall be at the mate of five
(3%} percent for domestc pas projects and seven and a hall’ percent (7.5%) for
Matural Gas to be exported.

The Parties reeognize thai projects for the Development and Production of Kamral
Gas are generally fong-term in nature for hoth the project developers and the
customers who purchase the Natural Gas. Substantial imvestments and dedication
of facilities require long-term comumitments on both sides. This Apreement, being
fior a specific term of vears. may not cover the length of time for which customers in
wiven craes will require commitments on the part of the Partics to this Agreement to
deliver therr respective shares of the owtput.  Accordingly the Parties agree to
consider undertaking such commitments where reasonahly required for the efficient
and viahle development of a Matural Gas project. It is recopnized that, unless
otherwrise agreed by the Parties hereto, Confractor will kave no right or interest in
the project or the Natumal Gas prodoced wnd delivered after the term of this
Agreement has expired.

[n the event that Contractor or an Athhate by mutual sgreement with GNPC and the
Stale constructs facthifies (o receive Watural Gas o the Development and
Prosduction Area for [urther processing or for use as 2 feedstock or el in onder o
convert such a Natural Gas into one or more commercially marketable products, the
Contractor shall be entitled to pav GNPC or the State for such gas the price; if any.
paid hy the State or GNPC under this Article 14,16

The Parties will consider collaboration i obtaining any common external fnencing
available fon Natwal Gas production possibilities, including projec! Rnancing:




however, each Party shall remain free to finance externally its share of such
lacilities to the extent it prefers to do so.

14.17 a) Where Contractor has dunng the comtinuanee of the Exploration Period made a
Driscovery of Mon-Associated Gas but has not before the end of the Explorstion
Poriod declared that Discovery 1o be commercial, the State and GNPC will, i
Contractor =0 requests, enter into a new Petroleam Apreement with Contractor in
reapect of the iseovery Arca to which that Discovery rolates;

by The State and GNPC shall not be under any obligation 1o enler into an
Aprecment pursuant to Article 14.17(a) above unless before the end of the

Exploration Period Contractor has camed out an Appraisal Programme in respeet of
that Thscovery pumsusnt o Arhicle 1401 and submitied 1o the hMimster o report

thereon pursuant to Asticie 14,11, or has commenced an Appraisal Programme and
has notificd the Mimister of ressonable amangements to undertake and complote
such an Apprasal Programme duning the period pronaded form (o) (1) below;

¢l A Petroledm Agreement entered inle pursaant o Article 1417 (a)

1) shall. unless the Discovery in respect of which the Agreement has been
muike 14 declored by Contractor 1o he a Commmencial Thseovery, combimuae in
torce [or an imitial penod nol exceeding three (3] years;

i1} shall in the event that the Dizcoverny iz declared by Contractor to be a
Comumercial Discovery

a) contimuen foree for an apgregate penod not exceeding 25 (twenty-
i) yeurs;

by include, or bo deemed to include, all the provisions which. mutaris
mutandiz, would have spplied to a Commercial Discovery of Non-
Azsociated Gas pursuant to Article 14, 14 il Contractor had declared
such [iscovery to be s Commercial Discovery vnder this

Apreement

111)  shall contain in respect of the imtal penod or of any renewal penod details
of the evaluations or studies (in accordance with a speci fic imetable) which
Contractor proposes to undertzke in order to determine or keep under
review tho commerciality of the Discovery

1v)  shall confer om GRPC pre-emphive nights in respect of the Gas contained in
the reservoir o which the Discovery relates substantially in the fomm of the
provisions hercinafter set out in Article 14,16 (e} below:, ]

) Where Contractor has nol, hetore the end of the mitial penod, declared
the Thagovery 10 be commeraal and the Minister has in his discretion determined
that further evaluation or studies mav be required betore the Discovery can be
declarcd commeroal, the right of Contractor to retaw the Discovery Area shall
contimuee lor g further penod not exceccdhng in the sggregate three (3] vears. The
right of Contractor Lo relain the Discovery Area aliresaul shall be secured by the
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renewal of the Apgrecment reforred to in Article 14.17 {2) or where necessary by &
new Agresment entered into by the Parties for that purpose.

g) i) Where Contractor has not declared the Discovery to be a
Commercial Discovery, if GNPC has identified a marked for the Gas
contained in the reservoir to which the Discovery relates, or any part
thereof, 8 may at any time during the imitial period or the agegregate
penod referred to in 14,17 (d) above serve on Contractor a notice
gving particulars ol the quanizbes of Gas required to serve that
market and the prce offered; and on The basis of the procedure
detailed in Arhicle 9, exercise the fght refemmed toin Article 1417 (¢}
{1v) abowve,

1) Within three (3) months from the receipt of a notice as aforesaid Contractor
may declare the Discovery to be commercial and in accordance with the
Agrecment and the Petroloum Law prepare and submit to the Minister &
Developnient Plan for the production of the Cras in asseciation with GNP,

m) I Contractor has not, within the period of three (3) months aforesaid,
declared the Discovery to be commercial, GNPC may al its sole risk and
expense develop the Discovery and in that event the Centractor shall cease
to have any rights in respeoct of the Gas in the reservoir required for that
LTS

1418 For the purpose of caloulubimg the Stale’s 7.5% lor export gas and 300 [or domeshic gas
royally share on Natural Gas; if the State elects to take its royvalty on Natural Gas i cash,
the value of such Namral Gas shall be the acmal realized price received by the
Contractor. less transponation, compression and marketing costs which shall be in
accordance with the principles indicated in Amicle 11.




DOMESTIC SUPPLY REQUIREMENT

15.1

15.2

15.3

154

155

ARTICLE 15

Cride il for consumption in Ghana (in this Article ealled the “Domestic Supply
Reguirement”™) shall be supplied, to the extent possible, by the State and GNPC from
their respective entilements under this Apresment and under any other contract for the
production of Crade Oil in Ghana,

Consumption shall for the purposes of fhos Article include crude oil processed in Ghana
and the equivalent of crude mil denved products imported into Ghana.

In the event that Crude Oil available to the State and GNPC, pursuant to this agrecment
and pursuant to other contracts for the production of Crude Oil in Ghana 15 insufficient to
fulfifl the omestc Supply Raquirements, the Contractor shall be obligsd together with
any thimd parties which produce Crude (] in Ghana within 2 months” noetice rom the
State, 1o supply a volume of Crude Oil to be used for such Domestic Supply
Heoquirements, caloutated on the basis of the ratio of Contractor’s entitlement to Crude
21l under Armicle 1001 (d) to the sum of the similar entitlements of all such thind parbies
and provided that Contractor’s obhigation to supply Crsde Chl for purposes of meeting
the Domestic Supply Requirement shall nol exceed the total of Contraclor’s said
enlillernent under this Agreement and any other agreement for similar purposes to this

apresment.

The State shall purchase any Crade Qil supplied by Contractor pursuant to this Article st
the Market Price determined under Article 11.7 for the Month of defivery, and the State
shall pay such prices in accordance with Article 13,7 within thirty (300 davs after receipt
ol invoice, [wiling which Contractor’s. obligations in respect of the Domestic Supply
Requirement under (s Arhicle 15 shall be suspended uniil payvment s made good, at
which time deliveries shall be resumed subject Lo any allemative commilments thal may
have been reascnzbly entered into by Contractor to dispese of the Domestic Supply
Requirement Crude Ol during the period of default in pavment. Contractor shall recover
any amount due and umpaid by State, plus interest at the Specified Rate, from GNPC e
proceeds of sale as provided in Article 10.1{d).

The calculaton of the domestic supply requirernent shall be done on a Calendar Year
basis, hrokeén down by Month. The caloulation shall begin with the determination of the
quantities of Crude Ofl required for Consumption in Ghana in eech relevant Month (the
“Manthly Domestic Consuimnption™) during the applicable Calendar Year.

4]}
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ARTICLE 16

INFORMATION AND REPORTS: CONTIDENTIALITY

16.1

16.2

Confractor shall keep GNPC regularly and fully informed of operations being carred
out by Contractor under this Agreement and provide GNPC with all information, data.
(film, paper and digital fomms), samples, interpretations and reports, (including progress
and completion reports) including butl not limited to the following:

ay  processed seismic data and interpretations thereof;

b)Y well data, including but not limited to electric logs and other wireline surveys, and
mud logging reports and logs, oil ar hvdrocarbon samples, samples of cuttings and
cores and analvses made thercfrom;

¢} uny reporls prepared from dofling data or geolopical or geophiysical data, including
maps or illustrations derived theretrom;

il well testing and well completion reports;

¢)  reports dealing with locatiom surveys, seabed conditions and sealloor haeards and
any other reports dealing with well, platform or pipeline locations:

£y  reserveir investigations and cstimates regarding reserves, feld limets and cconomic
evaluations relating o fufure operations;

g1 dailv, weekly, monthly and other regular reports on Petroleom Operations;

h) comprchensive final reports vpon the completion of cach specific project or
operation;

i} continpency programimes and reports on safety and accidents;

i) procurement plans, subcontracts and contracts fu the provision of services lo
Centractorn.

k) for such subconiracts and contracts for the provision of services to Contractor
1. bid documents and their evaluation reports
ii. a statement showing the values, execuling companies. sward and completion
tliatess

Data shall be provided on filin, paper and in digital format as available in an aceeptable
format to GNPC. In respect of the reports, imcluding text and graphics. paper and digital
copics shall be submitted,

Contractor shall have the fght to retain for its own use in connection with the conduet of
Petrolewrn Operations under this Agresment copies of data, well logs, maps, magnetic

L




163

16.4

16.5

tapes, other peologeal and geophysical information, portions of cote samples and copies
of reports, studics and analyses, referred to i Arhicle 16.1.

Mot later than ninety () days following the end of each Calendar Year, Contractor shall
submil o GNPC a report covering Petrolenm Operations performed in the Contract Area
during such Calendar Year. Such repornt shall include, but not be limited to:

a)  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:

b @ statement of anyv Petroleum encountered dunng Petroleum Crperations, as well as a
slaternent of any ifresh waler layers encountered and of any other minerals
discovered;

¢ u statermnent of the guantity ol Peioleum produced end ol all other munemls
produced therewith trom the same reservoir or deposii:

d} asummary of the neture and cxtent of all cxploration activitics in the Contract Area;
g) & penernl summary ol all Petroleom Operations i the Contract Ares; and

fi  astatement of the mumber of emplovees cngaged in Petroleum Operations in Ghana.
ientified a5 Ghansian or non-Ghanmian,  Contracter will inform the latter that
details as (o nationality are required by GNPC and that Contractor is available to
assisl them o supply that information,

All data, information and repons including interpretation snd analysis supplied by
Confractor pursuant to this Agreement shall be treated as confidential and shall not he
disclosed by Comtractor to anv other person without the express written consent of the
other Parties. However subject to Article 16.6, GMPC shall have the right to disclose
data, nformation end Tepoms including interpretation and analysis in respect of
[Fetrolewn Operations to any other person,

The provisions of Article 16.4 shall not prevent disclosure by Contractor:

1 to its Affiliates, advisers or consultants:

1) subject Wy Artiele 16.6, to 2 Bona Fide Potential Assignee of all or part of
Contractor's Interes! hereunder provided  with respect to a bonalide
potential assignee of Contractor GNPC iz given prior noetice of such
potenhal assgmes;

1il)  subject to Article 166, 10 banks or other lending mstinetions for the
purpose of seeking external finencing of costs of the Petroleum

CIperations;

)l non-Affliates who shall provide services for the Petroleum Operations.
including Subcontractars, vendors and other service contraclors, where this

a9
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16.6

16.7

16.8

16.9

is essential lor their provision of such services, and provided GNPC
18 notified about such disclosure;

v} to governmental agencies for obiaining necessary rulings, permits, licenses
and approvals, or as may be required by applicable law or financial stock
exchange, sccounting or reporting practices, and provided GNPC is given
prior nolice of such disclosure; or

Or
by any Party

1.t the extent necessary in any Arbitration Procesdings or proceedings before
a Sole Expert or in proceedings belore any court;

. with respect to data etc., which already through, no Faull of the disclosing
Party is in the public domain.

Any disclosure of information or provision of data to any third party by Contractor under
Article 16.5(i), 16.5(ii), 16.5(ii) and 16.5(iv) shall require such persons lo ohserve the
confidentiality of such data by cither executing a confidentiality agreement substantially
in the form attached hereto as Annex [4] or incorporating the relevant confidentiality
prowvisions in their service agreements, Disclosure under Articles 16.5(1), 16,31
16.5{111) anud (1v) shall not be made unless belore such disciosure the disclosing Party has
abtained a wrillen undertaking from the reciprent party o keep the information sirictly
confidential and 1o use the information for the sole purpose described in Articles 16.5(7),
16,510y, 16.3(iii) and 16.5{iv) whichever applies with respect o the disclosing Party.

Public statements and press releases reparding the Petrolewm Operations undertaken
under this Agreoment shall be issued jointly by the Contractor and GNPC, and the
Parties shall agree on the bming and wording of such statements and releases to the
public, Where, however, a Party 15 required to make a public announcemeént or staternent
under the applicable laws, rules or regulations of any government, legal procesdings or a
stock exchange having jurisdiction over such Party or anv of its Affiliates. that Party
shall inform the other Party of such requirement and submit the text of the proposed
snnoumeernent of statement for comment and/or approval. Should a Party fail to respond
for more than five {5) davs {or such shorter period as may be reasonable in the event of
#an cmergency or disaster) o reguest for the spproval of a public satement or
armouncemnent for such parposes, such failure shall be deemed approval of the request,

Subject mn all cases to the lerms ol any lechrical services apreements, all intetlectual
property rights o any and all inventions, discoveries or improvements made or
conceived in connection with Petroleum Operations either through s Contractor Partys
employees, contractors (including the Contractor Parties), sub-contractons, secondees or
atherwise, shall be jointly owned by GNPC and Contraclor.

Moetwithstanding any provision to the contrary in this Agresment, if a Contractor Parmy or

an Affiliate of a Contractor Party has confidential information, proprictary intellectusl
properiy or fechnotogy sctually used in Petroleum Operations then, subject w GNIPPC (ot

G0




It3 successars or permiticd assignees) entering inlo a usual and costomary nen-disclosare
and licensing agreement {which such apresment shall be on terms that are commercially
reasonable under the circumstances), such Contractor Party or its Affiliate shall provade
GNPC [or its successors or permitted assignees) with nghts to use such confidental
information, proprietary intellectual property or technology in other operations of GNPC
(or its successors or permitted assignees) outside of the Contract Area. The terms and
conditions of the foregping rights will be provided for in separate agreements to be
agreed between ONPC (or s successors or permilled assignees) and such Contractor
Party or its relevant Affiliale. Further, GNPC (or its successors or permilled assignees)
and such Contractor Party or its relevant Affiliate will enter into a usual and customury
combdenbishty agreement relating to confidential information disclosed to GNPC (or its
successors o7 permitled sssigness) pursuant W any such licensing agreements, which
conhdentiahty agreement shall restrct, infer sha, GNPC {or ils successors or permitlad
assigness) from making disclosure of such information to such Contractor Party™s oil and
Eas industry competitors.
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ARTICLE 17

INSPECTION, SAFETY AND ENVIRONMENTAL FPROTECTION

17.1

172

174

17.5

GMNPC shall have the nght of access to all sites and offices of Contractor and the right to
inspect all builldings and anstallabions wsed by Contractor relating to Petrolewm
Crperations. Such mspections and audits shall take place m consultation with Confractor
and at such fimes and in such manner as nol unduly e interfere with the nommal
operaiions of Contractor.

Contractor shall take all neccssary steps, in accordance with Intemational Good il Field
practice. to perform activitics pursuant to the Agreement in a safe manner and shall
comply with all requirements of Goverming Law, melwling Tubowr, health safety and
emvirommental laws amd regulations 1sseed by the Environmental Protection Apency ol
Cihana and olther relevanl Staie apencies

Comtracror shall provide an effective and safe system for disposal of water and waste oil,
ol hase mud amd cultings in accordance with applicable laws and International Good Ol
Field Practice, and shall peovide for the sate completion or abandonment of all bareholes
and wells.

Contractor shall cxercise its nghts and camy out 3ts responsibilitics under this Contract in
accordance with  International Good Onlfield Practice, and shall  take steps o osuch

manTeT s W
a)  result in minimoem ecological damage or destruetion;

by control the flow and prevent the cscape or the avoidable waste of Petroleum
discovered n or producod from the Contract Area;

¢} prevent damage o Pelnleurn-bearing strata;

d) prevent the entrance of water through borcholes and wells to Petroleum-bearing
strata. cxcept for the purpose of secendary rosovery,

el prevent demape to onshoie lands and 1o trees, crops, buildings or other structures;
and

P evoed any actions which would endanger the health or zafety of persons.

In the event of & release, of Petroleum or other matenals on the seabed, in the sea, on
land o1 in fresh water, or if Contractor’s operations result in any other form of pollution
or otherwise cause hamm to fresh water, merne, plant or animal lite, Contractor shall, in
accordunce with Inlemational Good il Tield Practice promptly take all necessary
measures. W contiol the pollution, to clean up Petroleum or other relessed material, or to
repair, to the maximom exrent feazible, damage resulting from amy such circumsiances,
It such releaze or pollution results dircctly from negligence, gross negligence or willful
misconduct of the Contractor, its Affiliate or Sub- Contractor and shall not by included as
Perrolenm Cost under this Agreement.

(5




17.6  Contractor shall notify GNPC immediately in (he event of any emergency or major
accident or major release of materials ino the environment {and prompily in the event of
any other accident or release of materals into the environment) and shall take such action
as may be prescribed by the Opemlor’s emergency procedures and by accepted
international Petrolewm industey practices.

17.7  1If Confractor docs not act promptly so as to control, clean up or repair any pollution or
damage, GRNPC may, affer giving Contractor reasonahle notice in the circumstances. take
any achons which are necessery, in sccordance with applicable lews amd Intemahonal
Cood O] Faeld Practice 1o the same or similar circumstances and the documented
reasonable costs and expenses of such zctions shall be borne by Contractor and shall,
subject to Article 17.5 be included as Petroleum Costs,
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ARTICLE 18

ACCOUNTING AND AUTHTING

18.1

182

18.3

18.4

185

18.6

Contractor shall maintain, at its offices 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 indusiry and shall Gle reporls, lax retums
and any other documents and sny other hoancal relums which are required by
applicable law.

Iy addition to the books and repors required by Article 18.1 Contractor shall maintain, at
ils office in Ghana, a set of aceounts and records relating to Petroleum Operations under
this Agreement. Such accounts shall be kept in accordance with the requirements of the
applicable law and accepted accounting principles gencrally wsed in the international
Petroleam indusiry.

The accounts reguired by Arlicles 18,1 and 18.2 shafl be kept in United States Daollars or
such other currenoy as OMPC and Contracior may apree.

Contractor will provide GNPC with guarterly financial statements and summaries of the
Petrolewm Costs incurred under this Agreement.

GMPC shall review all financial statcments submitted by the Contractor as required by
this Agreement, and shall signifyv its provisional approval or disapproval of such
statements in o wnting within mncty (90) days of receipt faling which the financial
slatements as submitied by Contractor shall be deemed approved by GNPC; in the event
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.

Motwithstanding any provisional approval pursuant to Article 18,5 GNPC shall have the
nuht and upon giving reasonable notice 10 wribng to Contractor to auedit the bocks and
accounts of Contractor relating o Petroleum Operations within two (2 vears from the
submission by Contractor of any report of financial siatement.  GNPC shall not, in
camying out such audit, interfere umreasonably with the conduct ol Peroleum
Operations,  Any such audit shall be undertaken by an independent auditing firm and
shall be completed within nine (9) months after commaencement.  Contractor shall
provide all necassery lacithies for audilers appainted hereunder by GNPC including
working space and timely access to all relevant personnel, records, files and other
materials, If and GNPC  desires verification of charges from an Affiliate. Contraclor
shail alain for GNPC or is representatives an audit certificate to this purpose from the
statuzory auditors of the Atfiliate concerned. Copies of audit reports shall be provided o
the Contractor and GNPC.  Any unresolved audit claim resulting thom such awdit, upon
which Contractor and GNPC are unable to apree shall be submitted to the IMC for
decision which must be unanimous. In the event that a vnanimous decizion is not
reachied i respect of wny awdil clam, then such unresolved awdit clamm shall be
submitted for resolution in accordance with Article 24, Subject e any adjustments
regulfing from such audits, Contractor’s accounts and financial statements shall he
considered to be comect on expiry of a period of two (2) vears from the date of their
submission wnless before the expity of such two yewr period GNPC has nofilied
Contractor of any exceplions o such accounts and statemenis,
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18.7

15.8

18.9

Nothing in this Article shall be read or construed as placing a limit on GNPC’s access to
Contractor’s hooks and accounts in respect of matters arising under Article 23.4 and
2315,

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

Petrolenm Costs incurred with respect 1o (he Contract Area shall have no hesring on
allowable or non-allowable costs under any ather contract area or Contraclor™s eligthility
or otherwize for deductions in computing Contractor’s net ineome from Petroleum
Operations for income tax purposcs in anyv other confract arca, Simalarly, Petroleum
Costs incorred i any other contract area shall have no bearing on allowable or nen-
allowable costs in respect of the Contract Area or Contractos”s eligibility or otherwise
for deductions in computing Contractor’s net income from Petroleum Operations for
moomie fax purposes n respect of the Contract Area,

[




ARTICLE 1%

TITLE T( AND CONTROL OF GOODS AND EQUIPMENT

19.1 GKPC shall be the sole snd uneonditional owner of

g} Petroleun produced and recovered as a result of Peiroleum Operations, except for
auch Petrolewin as is distributed to the State and to Contractor pursuant to Article [0
or 14 hereof;

by all physical assets other than (hose o which Amcle 19.3 or 19.4 apply, which are
purchased, installed, constracted or used by Contractor in Petrolearn Operations as
fromn the time that:

1} the full cost thereof has been recovered in sccordance with the provisions of
the Accounting Guade: or

i) rthis Agrecment is terminated and Confractor has not disposed of such assets
pricr to such termimation, whichever nccors firse

19.2  Comtractor shall have the use ol the assets referred to in Article 19.1(b) for purposes of its
operations under this Agreement without pavment provided that Contractor shall remain
liahle for maintenance, inswance and other costs associated with soch uze.  Where
Contractor has failed to keep any such asset in good working condition {normal wear and
tiar exccpted), GMNPC shall have the nght to recover the cost of repair or replacement of
such assets from Contractor.  Contraclor shall mdemmiy GNPC agamst all losses,
damages, claims or legal acton resultmg from Contractor's wse of such assets, 10 and m as
lar as such fosses, damoeges, claims or legal actions were directly caused by Contraclors
gros neglipence or williul misconduct.

193  Eqwpment or anv other assets rented or leased by Centractor which iz imparted into
Crhana for use in Petrleum Operations and subsequently re-exported therefrom, which s
of the type customarily leased for such use in accordance with International Good Oil
Field Practice or which is otherwise not owned by Contractor shall not be transferred to
GWPC. No equipment or assets owned or leased by a Subcontractor shall by reason of
the provisions of this Article 19 be deemed to be transtarred o GNPC.

194 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, be retained by
GNPC for such operations privdded thal GNPC shall thereby b liable to pay a
regsonable end muotually agreed fee for such use, and shall bear the cost of repair or
replacement upon failure to keep such assets in good working condition (normal wear
and tewr excepted), and further provided thar Contractor does not require such assets for
its Petroleum Operations.

19.5  Upon the termination of Petrolewn Chperations in any Ared, Contmcter shall give GNPC
the aption to acquire any movable and inenovable assels used for such Pefroleumn
Ohperations and oot affected by the provisions of Asticle 1900 (B} 2 o ressimable and
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19.6

nmtually agreed price, always provided that Contractor does not require such asscts for
Contractor’™s Petroleum Operations in the Contract Area,

All assets which are not affected by Article 19.1 (b) nor subject to Article 15.4 or 19.5

above, and all subcontractor equipment, may be freely exported by Contractor or its
Subcontractor, respectively, at its discretion.

i)




ARTICLE 20

PURCHASING AND PROCUREMENT

0.1

.2

Suhject 1o all applicable laws to which it is subject the Contractor . its subcontractors or
other entities which cooperate with them shall:

a) suguire materals, equipment, machinery and consumer goods produced or provided
n Ghana hy an Indigenouws Ghanaien company in Ghana which arc of the same or
approximalely the same quality as forcign materinls, equipment, machimery and
comsumer poods and which are avalable for sale and delivery modue time st prces
which are a0 more than ten pencenl higher than the imporled items meluding
transportation and insurance costs and custom charpes due;

by Contract loeal Ghanman service provaded by Indigenous Ghanaan company to the
extent 1 which the services they provide are similar to those avallable on the
mternational market and their prices when subject o the smne tax charges are no more
than ten percent higher than the prices charged by foreipn contractors for similar
SETVICES:

For the purposces of Article 20,1, price comparisens shall be made ona caf
Accra delivered basis,

i




ARTICLE 21

EMPLOYMENT AND TRAINING

21.1

21.1

Zl.3

214

21.5

In order to establish progremmes o troin Ghaneian personnel Tor work in Petroleum
Operations and for the transfer of management and technical skills required for the
efficient conduct of Pelrolewn Operations, Contractor shall make the following

payments o GRPC:

a)  Traimng: US § 500, 000 per Contract year
b1 Technology support (one-time payinentl

o Initial Exploration Period: LS 530, 00
s Commercial Discovery: LS 51,500,040

All pasments pursuant o Articles 21.1{a) and (b) above shall be paid by Contractor hy
wire transfer to a desighated GNPC account within thirty (30) days of receiving an
invoice from the GMPC. The invioice shall state the amount due and purpoese for such
payment. All pavments under Articles 21.1{a) and (b} above shall be considered
Petreleurn Costs,

Where qualified Ghanaian personnel are available for employment in the conduct of
Petraleum Operations, Contractor shall ensure that in the engapement of personnel it
shall as far as recasonably possible provide opportunitics for the emplovment of such
personnel. For this purpose, Contractor shall submit to GNPC an cmplovinent plan with
number of persons and the required professions and fechmeal capabilitics prior to and
during the conduct of Petrolenm Operations. GNPC shall be given the opporlunily to
provide the qualified personnel according to the said plan.

Contractor shatl, if so requested by GNP, provide opportunitics for a8 mustually agreed
number of personnel nominated by GNPC 1o be seconded for on-thejob fraining or
attachment in all phases of its Petrolcum Operatiens under & mutually agreed secondmen!
contract.  Such secondment contract shall include contnuing edocation and  shor
mdustry courses mutually identificd as beneficial to the sccondes. Cost and other
expenses connected with such assignment of GNPC personnel shall be bome by the
Contracter and shall be conziderad as Petroleum Costs,

Contracior shall regularly provide to GNPC information and data relating o worldwide
Pelroleun science ond technolopy, Petraleum economics and engineering avaiiahle to
Contractor, and shall assist GWPC personnel in every way to acquire knowledps and
zkills in all aspects ol the Peteolewn industey.

[t 15 agreed that there will be no disclosure or fransfer of anyv documents, dara, know-
how, technology or other information vwned or supplied by Contrsctor, its Afhliates, or
non-Alliliates, w third parties without Contractor’s prior wrillen consenl, and then only
upon agresment by Lhe recipients to retaie such information in strict confidence.
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ARTICLE 22

FORCE MAJEURE

221

223

The failure of a Party to fulfill arny term or condition of this Agreement, excepl for the
payment of monies, shall be excused it and to the extent that such failure arises from
Force Majeure, provided that, if the event is reasonably toreseeable such party shall have
prior thereto taken all appropriate precautions and all reasonable alternative measures
with the objective of carrying out the terms and conditions of this Agreement. A Party
aftected by an event of Force Majeure shall promptly give the other Parties notice of
such event and also of the restoration of nonnal conditions.

A Party unable by an event of Force Majeure to perform any obligation hereunder shall
take all reascmable mmeasures W remove 15 inatulity to fulfill the terms and conditions of
thus Agreement with a minimum of delay, and the Parmies shall take all reasonable
mcasures to minimize the consegoences of any event of Force Majeure.

Any penod set herein {or the completion by a Party of any set required or permtted to be
done under the erms of this Agreement, shaill be extended for & period of time cqusl to
that during which such Pamy was unable to perform such actions as a result of Force
Mujeure, topether with such Gme as may be required lor the resumption of Petroleun

Chperations.

0




ARTICLE 23

TERM AND TERMINATION

N |

13.2

23.3

234

Suhject to this Article 23 the term of this Agreement shall be twenty-five (25} years
cornrmencing from the Effective Date,

Unless this Agreement has bemn earlier terminsted, all rights and obligations of the
Partics shall cosse and this Apreement shall terminate at the end of the term provided for
in Article 23,1, ahove.

Subject e Article 22, Termination of this Agreement shall result upon the ocourrence of
any of the following:

a}

hi

cl

d)

the relinguishment or surrender of the cntire Confrict Arca;

the temmnation of the Exploration Penod including extensions pursuant (o Arhole 3
withowt notification by Contractor of commerciality purseant 1o Article 8 in respect
of 2 Discovery of Petrolewmn in the Contract Area, provided however Termination
ghall not accur while Contractor has the right to evaluate a Discovery for appraisal
or commerciality andfor propose g Development Plan purswant (o Arhicles 8 or 14,
ar onee a Development Plan has been approved, nor when the provisions of Arficles
8. 14 through 8,22 are applicable.

ily following a 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
8.14 through 8.22 arc applicable; or

the failure of Contractor through any canse other than Force Majeure, to commence
preparaticns with regpect to Development Operations pursuant to Article 8,132,

Sulyjoct w Article 22 and pursuant fo proces]ures dessribed in Aricle 235 below
GINPC anddor the State may emminale s Apreement upon the ancomected ooccurmence
al any ol the evenls (or Tailures to act listed) below:

4]

]

the submission by Conmactor to GNPC of a written statement which Contractor
knows or showld heve known W be [alse, in a material particular; or the relense by
Contractor to any print or electronic media or to & stock exchanpge of a written
statcment regarding the Petroleum Operations in Ghana i breach of Amicle 16.7
and m a form which Contractor knows or should have Xnoam 6o be false moa
material particular provided thal n the event of intent on the part of Contracior m
vause senous damage to GNPC or the State, a penod  lor remedy of such false
staternent shall not be mven:

the assignment or purported assignment by Contractor of this Agresment contrary to
the provizions-of Article 25 hemeof;




¢} the msolvency or bankouptey of Contractor, the entry by Contractor mte any
agreements or composition with its creditors, aking advantage of any law fior the
benelit ol debtors or Contraelor's entry inlo ligudation, or receivership, whether
compulsory or voluntary, Pronaded thet if Contractor 1% more than one Party, then
the insolvency or bankruptey of one Contractor Party shall not lead to a termination
of the Agreement il the other Coniracior Party will assume the ﬂgjhﬁ AN
anligabioms of the defaulttng Contractor Perty under this Perrolewm Agrecment, n
such n case, GNPC shall have the nght o acgquire a proportionate share of the
mterest of the defaulting Contractor Party o orespect of GNPC's Inabial and
Additicnal Interest.

d} the intentional extraction by Confractor of any matenal ol pelential economic value
other than as asuthorzed under thes Agreement. or apy apphcable law., Where,
however, in the course of Petreleumn Operations conducted in accordence with
accepted Tntemational Good Ol Field practice, Contractor unavoidably extracts any
minergl, Contractor shall immediately notify the Minister responsible for natural
resources and surrender sach mineral to the State

e} failure by Contractor

1) 1o fullhll ot mmammum work obligebions pursuant o Article 4.3; save where
thie Minster has waivead the defauli:

1) o carry ool an approved Apprasal Progromme undertaken by Contractor
pursuant o Article & unless Contractor notifies GNPC and the Mintster tha
the Appraisal Programme should be amended and submits said amendment
to the JMC for its review; ar

11} to camy out the terms of an approved Development Plan.

i failure by Contractor to comply with any of its obligations pursvant to Article 7.1
hereof or any other material obligation under this Agreement;

g} failure by Contractor to make eny payment of any sum due to GNPC or the State
pursuant to this Agreement within thirtv (320) days after recsiving notice that such
pasvment 15 due; or

hy  failare by Contractor to comply with any decisions resched as a result of anv
arbitration proceedings conducted pursuent o Article 24 hersof,

235  IWGHPC andfor the State heheve an event or failure 1o act a5 descnbed 1n Arhcie 224 ghove
has occurred, & wrillen notice shall be given to Contracter describing the event or failure.
Contractor shall have thiry (303 days from receipt of said notice to commence and pursue
remedy of the event or fatlure cited in the notice. If after said thiry {30) dsvs Contrsetor
has falled to comvmence gppropmate renedial acton, GNPC andior the State may then
wsue & written MNotice of Termmation o Contmctor which shall hecome effective tharty
(20) days from receipt of said Notice by Contractor unless Contractor has referred the
matier to arbitration. In the event that Cantractor disputes whether an event specified in
Article 23.3 ar Article 23.4 has aocurred or been remediad. Contractor may, any time up o
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the coffective date of any Motice of Termination refer the dispute to arbitration pursuant to
Article 24 hereof. If so referred, GINPC and’er the State may not terminate this Agreement
in respect of such event except in accordance with the terms of any resulting arbitration
award as provided for in Article 24.

236 Upon Termination of this Agreement, all rights of Contractor hereunder shall cease. except
for such rights az maw at such time have accrued, and without projudice to any obligation
or liability inposed or incumred under this Agreement pror to Termination and to such
rights and obligations as the Parties may have under  applicable law.,

23.7  Upon Termination of this Apreement or in the event of an assignment of all the

rights of Contractor. all wells and associated facilitics shall be left in a state of pood repair
in sccordance with applicable laws and International Good Chl Ficld Practice,
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CONSULTATION, A

24.1

14.2

24.3

24.4

24.5

24.6

ARTICLE 24

ON AND INDEPENDENT EXPERT

Except in the cases specified in Article 26.3 any dispute arising between the State and
ONPC or either of their on one hand and Contractor an the other hand i relation to or in
conmection with or ansing out of any terms and conditions of this Agreement shatl be
reanlved by consultetion and negotistion among semor personnel authorized by each.

T the evenl that ne agreement is reached within thiry (30) days after the date when
either MParty notifies the other that a disputc or differcnec cxists within the meaming of this
Article ar such longer period specifically agreed to by the Parties or provided elsewhere
in this Agreement, any Parly shall have the right subject to Article 24.8 to have such
dispute or difference finally settled through international arbitration under the suspices of
the Internatiomal Chamber of Comumerce {the "ICCT) and adopting the Rules of
Arbitration of the International Chamber of Commerce (the “iCC Rules™), which 1CC
Ruales are decmed incorporated by reference into this Article 24, save as otherwise
provided herein, The furlure or refusal o submil © arbniration in accordance with this
Article andior the secking ol any Pre-Award Antachiment by any Party shall be deemed a
breach of this Agreement by such Party. o the event of a breach of this Amicle. each
non-breaching Party shall, without prejudice 1o any other remedies, be entitfed to recover
fromn each breaching Party all costs and expenses, including reasonable aftornevs’ fees,
that such non-breaching Party was thereby required to incur

The trtbunal shall consist of three (3) arhitrators.  Each Party to the dispute shall appoin:
one (1) arbitrator and those so appointed shall desigmate a chairman arbitrator, [f a
Parly's arbitrator and/or the charman arhitrator iw/are not sppointed within the perods
provided in the rules referred to in Asticle 24.1 and 242 above, such Party's arbitrator
and‘or the chairman arbitrator shall at the request of any Partv to the dispute be
eppointed by the ICC International Cowrt of Acrbitration in accordance with the 1CC
Fules,

Mo arhtrator or sole expert shall he a citizen of the home country of any Party heretlo.
and shall not have any economic interest or relationship with any such Party

The seal of the arbitration procesdings shall be in London orat such other location as the
Parties may agres in writing. The proceedings shall be conducted in the Englich
langiage.

[T the ommens of the arhitrators are divided on 1ssues put before the Inbunat, the decsion
of the majority of the arbitrators shall be determinativie, The award of the tribunal shall
be final and binding upon the Partics and enforceable by the Partics in whose favour the
award 15 made. Each of the State and GWPC herehy mrevocably agroe that to the oxtent
that such party, has any nght of immunity from any legsl procecdings or enforcement of
awards in connection with or ansing from terms and conditions of this Agreement,
mecluding immunity from service of process, immunity from jurisdiction or judgement ot
anv griitration tmibunal, maounity from execution of jodoment or tribunal award, such
parly hereby expressly snd imevocably waives any such immumity and - agrees ot 1o
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24.7

4.8

24.9

24.10

assert or invoke any such rights or claim in any such proceedings provided, however, that
the provisions hereol shall not constitute a waiver by any Parly ol any right that it now or
hercafter has to claim sovercign immunity for itsclf or any of its asscts in respect of any
cffort to confinm, enforce, or execute any Pre-Award Artachiment.

The night to arbtrate disputes ansing out of this Agresment shall survive the termination
of this Agreement.

I lew of resorting o arbitration, the Parties o a dispute sansing under (s Agreement,
mcluding the Accounting Cuwde, which such Parties by muofusl wntlen agreement
consider appropriate, may be referred for determination by a sole expert to be appointed
by agrecement of the Parties who is a recognised speecialist with respect to the subject of
the dispute (a8 “Sole Expert™). In such case, the Parties shall agree on the terms of
referenee for such proceeding, the schadule of presentation of evidence and testomony of
wilnesses, and other procedurad matters. The decision ol the Sole Expert shall be final
and binding upon the Parties. The sole expert shall have ainety (M) davs afler his
appointment to decide the caze, =ubjoct to any cxtension: mutually asreed o by the
Parties (o the dispute. Ulpon failure of the spie expert (o decide the matter within such
time, any Party shall have the right 10 have such dispute or dillerence settled through
arbiteation under the forepoing provisions of this Asticle 24

Except az sct forth in Asticle 24.1 abowve, cach Party to a dispute shall pay itz own
counsel and other costs; however, costs of the arbitration tmbunal shall be allocated in
pocordance with the decision of the tibunal. The costs and fees of the sole cxpert shall
be borne equally by the Parties 1o the dispule.

Meither the State and/or GNPC, on the one hand. and Contractor, on the other hard, shall
be held hable to the other for any consequential. special. indirect or punitive damages
{including loss of profit or loss of production) ansing dircctly or indirectly out of or in
relation or in connection to this Agreoment, regardless of cause or fault




ARTICLE 25

ASSIGNMENT

25.1

253

25.4

This Agreement shall not be assigned by Contractor directly or indirectly in whole or in
parl, without the prior written consent of GNPC, and the Minister except that this
Agreement ay be assigned o 8 whally owned Affiliate of Contractor upon notice to the
Minister and GNPC. GNPC andfor the Mimister may impose such reasonable conditions
upon the giving of consenl under this Asticle as may be deemed by GNPC ar the
Mlimister appropnate in the circumstances.

Any assigmment of this Agrecment shall bind the sssignes a5 a Party (o this Apreement
tir all the terms and conditions hereol unless otherwise apreed and as a condition to any
assipmment Contractor shall peovide an unconditional undertaking by the assignee fo
asgume all obligations assipned by Contractor ynder this Agreement.,

Whire in consequence of an assigmment hersunder Conlmaclon s miore an one person:

a) any operaling or other agreement made berween the persons whe constitute
contractor and relating to the Petroleum Operations hercunder shall be disclosed
GMPC and the Minister and shall not be inconsistent with the provisions of this

Apresment;

b1 an opeorating agreement shall be establishied by the IMC fo repulate the conduct of
Petroleum Operations thereafter, including cash-calls and the limits of authority;

c} no change in the scope ol the operations may take place without the prior approval
i writing of GNPC which approval shall not be unreasonably delaved or withheld:
and

{d) the dutics and cbligations of Contractor hereunder shall be joint and several cxcept
thosie relating o the payment of meonme tax pursuant o Acticle [2 which shall be the
several obligation of each such person.

GNPCs acguisition of additicnal particpating Interest under Article 2 or a Sole Risk
[nterest pursuant o Aaticle 9 shall not be deemed to be an assignment within the
mecaning of this Aaticle 23,




ARTICLE 26

MISCELLANEOUS

6.1

16.3

264

26.5

206.6

26.7

This Agreement and the relationship between the State and GNIPC on ene hand and
Contractor on the other shall be governed by and construed in accordance with the laws
of the Republic of Ghana in effect and as amended from time to time.

The State, its departments and apgencies, shall support this Agreement and the due
exeroise and performance of nghts and obligations of the Parties hereunder.

Where a Party considers that & significant change in the circumstances prevailing at the
time the Agrcement was entered inte, has eccured affecting the cconomic balance of the
Agrcement, the Party affoctod herehy shall nonfy the other Parties inownting of the
claimed change with a statcment of how the cleimed change has gffected the relatons
hetweeern the Parties.

The other Parties shall indicate in writing their reaction to such representation within a
perod of three {3) months of receipt of such notification and 1f such wigmificant changes
arc cstabhished by the Parties to have oceurmad, the Parties shall et (o engage in
negotiations wnd shall effect such changes in, or rectification of. these provisions as they
I'[!Ll_';." kl‘l._'.';!'dﬂ arg I'II:L'rE-'C'iFn'.'I.T}I'.

Mo waiver by any Parly of any of its rights hereunder shall be construed or implied, but
shall be binding on such Party only if made specitically. expressly and in writing.

Except for payment oblizarions arsing under the Petroleum Income Tax Law, any Pamy
failing to pav anyv amounts payable by it under this Agreement (including the provisicns
of Annex 2) on the respectve dates om which such armeunts are payahle by such Party
hereunder shall he obligated to pay interest on such unpaid ameounts to the Parly (o
which such amounts are pavable. The ratc of such intcrest with respect to each day of
delay during the period of such nonpayment shall be the Delault Rate shall be the rate at
which the Financial Times, or if the Financial Times 15 not so published the Wall
Strest Joumal certifies to he the London Interbank oflered rafe (LIBOR) in the London
Interbank Eurodollar market on tharty {30} day deposite, in effect on the last businesy day
of the respective preceding Month, plus two percent (2%6). Such interest shall accrue
from the respective dates such amounts are payable until the amounts are dulv paid. The
Party to whom any such amount is payvable may gve notice of nonpayment Lo the Party
in defanlt and iF such amount is not paid within fifteen (13) davs after such notice, the
Party to which the amount is owed may, in addition to the interest referred to sbove, seck
remediss available pursuant o Article 24

a) The rights and obligations under this Apresiment of the State and GRPC on the one
fand and Clontracior om (he other shall he separate and propormional and ool joinl  This
Apreement shall nol be construed as ereating a parnership or joint vennire, nor an
association or trust (under any law other than the Petroleum Law), or as auvthorzing any
Party to act as apent. servant or employvec for any other Purly [or any pumpose
whatsoover except as provided in Article 10.4.
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26.8

20.%

2a.10

26.11

B} The duties and chligations of each Party constituting Contractor hereunder shall be
joint and several and it is recognized that each such Party shall own and be
responsible for its undivided Interest in the rights and obligations of Contractor
hereurider; provided, however, that the following payments shall be the scparate
obligation of and shall be made by each Party which constitutes the Contractor:

i1 Payments under the Petroleam Income Tax Law,

iy Payments of royalty teleen in cash under the provisicns ol Article 10.2 (a)
and

i} AQOE share under the provisions of Article 1002 (b).

This Agreement shall not take effect unless and unhil it has been ratified by the
Parhement of Chene. { the “ElTective Dale™).

[ construlng this Agrecment:

i) ns considerstion shall be given 1o 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 115 comstruction;

b the word “includes” and its denvaiives means "inclodes, but is not Bmated "
and corresponding derivalive expressions;

] a delined term has 1l delined mesming throughoot this Agreement snd each
amnex, and atachment to this Apreement regardless of whether it appears
before or after the place where it 15 defined:

d) the plural shall be deemed to include the singuiar, and vice versa;
) cach gender shall be deemed to include the other genders;

f) Each annex and attachment to this Agreement 15 & part of this Agrecment, but
il there 15 any conllict or inconsistency between the main body of this
Agreement and any annex or attachment. the provisions of the main body of
this Apreement shall prevail; and

g} each reference toan Aricle, Section or Subsection refers 1o an Article, Section
or Subscetion of this Apreement unlesz cxpressly otherwise provided.

This Agresmien! comprises the full and complete agresment ol the Parties hereto with
respect o the subject matter hereot and supersedeas and cancels all prior
eommunications, understandings and apreemenls between e Parties hereto, whether
written or oral, expressed.

Fach comtractor Party warmants thet neither it nor gny of its AlTilates or any of ils or ther
afficers, directors or emplovers has made, offered, or suthorized and will not make,
ofter, or authonze with respect to the matters which are the subject of this Apreement,
any payiment, mft promise or other advaniage, whether directly or through any other
person or entily, woor for the use or bepefit of any pubhe offieal (e, danyv person

i




holding a legislative, administrative or judicial office, including any person employed by
or aching on behall of a public agency, a public enterprise or a public intermational
organization) or any political party or political party official or candidate for office.
where such payment, gft, promise or advantage would violate to the extent applicable to
such Party (1) the applicable laws of Ghana; (in) the laws of the country of incorporation
of such Parly or such Parly’™s ultomate parent company and of the princpal place of
business of such ultimate pareni company; (ii) the principles described in the
Convention on Combating Bribery of Foreign Public Officials in International Business
Transactions, signed in Paris on December 17, 1997, which entered into force on
Fehrary 13, 1999, and the Convention's Commentanies; (iv) the United States of
America Foreign Corropd Practices Act 1977; and (v} the United Kingdom Bribery Act
2010, Each Parly shall defend. indemnily and hold the other Parties harmless from and
against any and all claims. damapes. losses. penalties, costs and expenses arising from or
related 1o, any breach by such first Party of such warranty. Such indemnity obligation
shall survive termimation or expiration of this Agreement. Each Party shall 1o good time
i1) respond in reasonable deiail 0 any notice from any other Poarly reasonably connected
with the above-stated warranty: and (i) furnish applicable decumentary support for such
responss upon regquest from such other Party.

26.12 Contractor shall at all times comply, and shall ensure that its agents, subeontractors and

Alhliates while m Ghana carrying ool aclivities conlemplated by this Agreement and
related documents comply, with the Taws of the Republic of Ghana in elTect frm ime
to time during the terin of this Agreement to the extent that the Contractor has notice
of or, with the excraize of reasonable inguiry, would have knowledge of, such laws,
Wothing i this Agreement or any related docoment shall require the Contractor or
any ol its agents, subocontructors or Alfiliates o vinlate the laws of the Republic of
Ghana in effect rom tme to lime. To the extent any conflict exists between the terms
of this Agreement and the laws of the Republic of Ghana. the Contractor shell not be
tound to be in breach of this Agreement to the extent the Contractor cormplies with the
terms of this Aprcement; provided. however, that where this Agreement specifically
refers to the law of the Republic of Ghana, a breach of such law shall constitute a
breach of this Agrecment.

Ta




NOTICE

27 Any Nobce, Apphostion, Requests, Agreements, Consenl, Approwval, Tnstruction,
Delegaton, Waver or other commumeation required or permitled (o be given hereunder
chall be in wniting and shall be decmed to have been properly given when delivered in
person te an awthorised representative of the Party to whom such notice is directed or
when actually received by such Party through registered mail, telex or telegram at the
followang address or of such other address as the Party shall specily in woting fifteen

ARTICLE 27

{15 davs i advance:

FOR THE STATE.

FOR GHANA NATIONAL PETROLEUM CORPORATION:

MINISTER FOR ENERGY AND PETROLEUAS
MINISIRY OF ENERGY AND PETROLEUM
PRIVATE MAIL BAG

MINISTRY POST OFFICE

ACCRA, GHANA

Telephowe: 233 (302667151 -3

Telex: 2436 ENERGY GIT
Telefax: 233 (302 668202

THE CHIEF EXECUTIVE

GHANA NATTONAL PETROLEUM CORPORATION
PETROLEUM TTOUSE

HARBCH R BOALD

PRIVATE MAIL A

TEMA

CrHANA

Telepharne, 2IF-{RENE-Z 726
{elefax: 233-(WF03-202854

FOR CONTRACTOR

ERITTANIA- U GHANA LIMITED
CHIEF EXECUTIVE OFFICER

NOL T2 AIRPORT BYPASS

PO BOX C2444, CANTOMENT, ACCRA

fealephone. 233242 T7T 6I9
Telefar: =334 234 J- 462 7745

ol




HILLE QL AND PETROLEUM MARKETING COMPANTY LIMITED
CHIEF EXECUTIVE OFFICER

{181 ADJELE ROAD

MARTE TSURL, EAST AIRPORT

ACCRA - GHANA

i1



IN WITNESS WHEREDF the parties have caused this Agrecmient to be executed by their duly
authorized representalives as of the date first written above.

FOR THE STATE Wimessed:

By |'.;|"'|__L__I e it Lo A epa T - By: __?"(:I_:" |_I:"_=-'-F- Al

.lll

o= 48 o 3

Signamre: _,.l‘i i

s W OSE TN A S8 Ly ~ fe: SEIGWL ey i LB
FETH DL £ um—

FOR GHANA NATIONAL PETROLELM
CORPORATION Witnessed:

By: ALEXANDER MOULD Bw:

Its: ACTING CHIEF EXECUTIVE Tts:

FOIR BRITTANIA-U GITANA LIMITED: Witnessed:
By: UJU C. IFEJTKA (MRS) P
Sipnalure: Srgnature;
3, ChairmanCED [t=:

A2




FOR HILLS OIL MARKETING COMPANY LIMITED

B By:

Sigmature: Signature;

1=, It=;







ANNEX 1

CONTRACT AREA

The Contract Area is the South West Saltpond Block in the Saltpond Basin.

96951, 5022

X-Coordinates ¥-Coordinates
i3 4042 460009 5054
66081 1.0951 S23108.6840
T AOTTOT.9030 525280.5038 B

4698731905




o |

ANNEX 1

AL N GUIDE
The purpose of this Accounting Guide is to establish equitable methods as between the Parties

for determining charges and credits applicable to operations under the Agrecment.  Principles
established by this Aceounting Guide shall truly reflect the Contractor's sctual cost

25
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SECTION1

1.1 GENERAL PROVISIONS

1.1.1

112

1.1.3

Waords and ferms appeanng i this Annex shall have the seme meamng as in the
Agreement and to that end shall be defined in accordance with Article | of the

Aot
This Annex may be amended by a wnanimous decision of the IMC.

In the ¢vent of a conflict hetween the provisions of the Accounting Guide and
the provisions of the Agreement. the prisvasions ol the Agresment shall preval,

1.2 STATEMENTS REQUIRED TO BE SUBMITTED BY CONTRACTOR

[.2.1

1.2.2

123

1.2.4

1L.2:5

Within sixly {60 days from the Effective Date, Contractor shall propose Lo
GNPC an outline of the chart of sccounes, operating records and reparts w bhe
prepared and mamtained, which shall desembe the basis of the accounting
principles and procedures (o be wsed dunng the term of the Apreement, and
shall be consistent with normal practice of the intemational petroleum industry.

Within ninety (%0} days of the receipt of such proposal GRPC zhall either
accept it or request such revisions as GNPC dooms nocessary, Failure to notify
contractor of any requested revisions within a minety (200 day perod shall be
deemed accoptance of such proposal,

Within one hundred and eighty (1807 days from the Eflective Date, the parties
shall cither agree on such outline or submit any outstanding issue tor
determination by a Sole Expert pursuant to the provisions of Article 24,

Following ageement over the outline Contractor shall prepare and submit to
GNPC formal copies of the chant of sccounts relating o the accounting,
recording and reporting functions listad in such outline.  Contractor shall also
permmit GMNPC to inspect ite manuals and to review all procedures which are to
be followed under the Agreement.

Without prejudice 1o the penerality of the forepoing, Contraclor shall make
separate statements relating to Petroleur Operations for each Development and
Produchon Ares as fillows:

2} Cash Call Staterment {see Section 5)

k1 Production Statement (see Section &)

¢} Value of Production Statement {see Scotion 7)

d)  Cost Statement (see Section §)

gl Etatement of Expenditures smd Recespis (ses Section 9)
i Final End-of-Year Stalerment {see Section 10}

) Budpel Slaternent (see Section 11)

hy Long Range Plen 2nd Forecast (see Section 12)

B
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1.3.1

1.3.2

LANGUAGE, MEASURFMENT, AND UNTS OF ACCOUNTS

The U5, Dollar being the curmency unit for mvestments and compensation hereunder
shall therefore be the umit of curreney for all bookkeeping and reporting under the
Agreoment, When transactions for an assct or liability arc in Ghana Cedis or currency
other than the ULS, Dollar, the respective accounts shall be kept in such other corrency as
will as the ULS. Dollar,

Measurement required under this Annex shall be in the metnic system and Barrels.

1.3} The English language shall be employed.

1.34

L35

|.3.6

i,

Where necessary [or parposes ol clanfication, Contractor may alse prepare mancial
reports in other lanpnapes, units of measurement and currencies.

It 15 the mtent of the Parties that no Party shall expenence any gamn or loss at the expense
of or to the benefit of the other as a resull of exchange of currency. Where any such gain
ar loss arizes i shail be charged or credited to the accounts under the Apreement.

The rate of cxchange for the converzion of currencey shall be the rate quoted by the Bank
of Ghana, or, where buying end sclling rates are quoted, the anthmetic avierage of those
rates, al & close of husiness on the date of such curmency comversion.

Current Assers arnd Liabilities shall he transfated at the rale prevailing on the date of
setflement of the account.

To translate revenue received and expenditures made in Ghana Cedis or in ULS. Dollars,
the average ol The monthly rate belween (he cummencies shall be wsed.

Expenditures made in Ghana Cedis or in U.S. Dollars in respect ol capital ilems shall be
translated at the rate prevailing at the date of acquisition.
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2.0 CLASSIFICATION AND ALLOTMENT OF COSTS AND EXPENDITLI

SECTION 2

All expenditure relating to Petroleum Operations shall be classified, as follows:

d)  Exploration Expenditure;

bl Development Expenditure;

¢} Production Expenditure;

d)  Service Costs; and

¢]  General and Administrative cxpenscs

and shell be defined and allotted as berain below provided.

EXPLOBATION EXPENDITLURE

Exploration Expenditure shall consist of all direct. indirect and allotied costs incurred
in the search for Petroleum in the Contract Arvea, including but not limited to
cxpenditure on:

a) gerial, peographical, peochemical, paleontological, geological, topographical and
seismic surveys, and studics and their interpretation;

b) borchole drilling and water drilling;
¢} lebour, materials and services used in drilling wells with the objective of linding

new Petmolewn reservairs or for the purpose of appraising of Petroleum reservoirs
alveady discovered, provided such wells are not completed as producing wells;

d) facilities used solely for Exploration Operations, mcluding access roads, where
applicable, and purchased geological and geophysical mformation;

2) all service costs allotted to the Exploration Operations on an equitable basis:
f3 all Geperal and Adminmistranve Expenses allotted o Exploration Cperations based
om the percentzge share of projected budgel expenditure which will be adjusted to

actual expenditure at the end of each vear,

DEVELOPMENT EXPENDITURE

Development Expenditure shall consist of all expenditure incurred in Development
Ciperations, inclutding bul not limited o expendilure on:

a} dnlling wells which are compleled as producing wells and drlhng wells lor

purposes of producing a Petrolewm reservolr alveady discovered. whether these
wells are dry or producing;

b




24

b)

c)

d}

f)

£l

completing wells by way of installation of casing or equipment or otherwise after
a well has heen drilled for the purpose of bringing such well into use as a
producing well:

intangible drilling costs such as labour, consumable material and services having
no salvage value which are incwred in drilling and deepening of wells for

producing purposes:

ficld facilitics such ms pipelines, flow lines, production and treatment units,
wellhead equiprnent, subsurface eguipment, enhanced recovery systems, offshore
platforms, Petroleum storage facilities and access reads for production activities;

engineering and design studies for field facilitics;
all service costs allotled 1w Development Operations on an equilable basis;
all General and Administrative Expenses allorted to Development Opcrations

bazed on the percentage projected budget expenditure which will e adjosted w
actual expenditure as the end of the vaur,

PRODUCTION EXPENDITURE

Production Expenditure shall consist of but not limited to all expenditure incwrred in
[etroleum Operations after the Date of Commencement of Commercial Production,
such expenditure being other than Exploration Expenditure, Development
Expenditure. General and Administrative Expenses and Sesvice Costs. The batance of
General and Admenistrative Expenses and Service Costs not allotted to Exploration
Operations or to Development Operations under Section 2.2 and 2.3 shall be allotted
to Production Expenditure,

SERVICE COSTS

251 Service Costs shall consist of but not be Himited to all direct and indirect

expenditure incurred in support of Petroleum Operations within or outzide
Ghana, ncluding bul not limited o the construchion or nstallation of
Warehouses. piers, marine vesscls, vehicles, motorised rolling equipment,
mreraft, fire security stations, workshops, waler and sewerage plants, power
plants, housing community and recreational facilities and furniture. 1ools
land. equipment used in such construction or installation.

Service Costs in any Calendar Year shall melude the total costs incurred in
such vear to purchase and comstruct or install such faclites as well a3 the
annual costs of maintaining and operating such facilities.

252  All Service Costs will be rogularly gllotted on an equitsble bazizs to

Exploration Expenditure, [Development Expenditure and  Prodoction
Expenditure.

&3
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2.6 GENERAL AND ADMINISTRATIVE EXPENSES

General and Administrative Expenses shall consist of:

2.6.1 Al main office, leld and general administrative costs, in the Republic of
Ghana, including but not limited to supervisory, accounfing and employes
relations services;

2.6.2  An overhead charge for the actual cost of services rendered outside the
Republic of Ghana by Contractor and its Affilistes for managing Petroleum
Oiperations and for seaff advice and assistance, including but not limited Lo
financial, legal. accounting and emplovee relations services.

All General and administrative Fxpenses will be regularly sllotted as specified in

subsections 2.2 (1), 2.3 {g) and 2.4 w Exploration Expenditure, Development Expenditure and
Production Expenditure.

an




SECTION 3

COSTS, EXPENSES, EXPENDITURES AND CREINTS
OF CONTRACTOR

31

3.2

Contractor for the purpose of this Agreement shall charge the following allowable
costs to the accounts:

a) coets of acquiring surface rights;
b} lubour and associated costs;

c) Iransportation costs;

d) charges for services:

&) material costs;

f) rentals, duties and other assessments:
aj insurance and losses;

h} leusl expenses;

1} LraImImn eXpEnses:

i peneral and adminisirative expenses;

k) utility costs;
1y office facility charges:
m) communication charges;

nj ecological and environmental charges;
) abandonment cost: and
nl such other costs nocessary for the Petroleum Operations.

COST OF ACQUIRING SURFACE RIGHTS AND RELINQUISHMENT

Cost of acquiring surface mights shall conszist of all direct costz sttributable to the

acyuisition, renewal or relinguishment of surface nghts acquired and mantained in

torce over the Contract Area.

LABOUR AND ASSOCIATED LABOUR COETS

Labour and associated Tabour costs shall imclude but not be limited Lo:

n)  gross splemes and wages including bonuses of those employess of Contractor and
of its Affiliates enpapged in Petrolenm Operations who are permanently or
temporarily azsigned to Ghana:

b} costs regarding helidays, vacation, sickness and dizability payments applicable to
the salarics and wages chargeable under (a);

¢) expenses or contributions made pursuant 0 assessments or oblipalions unposed
under the laws of the Republic of Ghana which arc applicable to cost of salarics
and wapes chargeable under (a);

dy cost of esteblished plans for employees’ hife msurance, hospitalizsation, pensions
and wher henefits of a 1tke nature customanly granted (o employees; and

a1
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3.5

30

¢} reasonahle fravel and personal expenses of emplovees and Tamilies, including
those made for travel and relocation of the personmel, afl of which shall be in
accordance with usual practice of the Contractor,

TRANSPORTATION COSTS

Transportation costs and other related costs of transportation of emplovees,
cquipment, materials and supplics necessary for the conduct of Petroleum Cperations,

CHARGES FOR SERVICES

3.5.1

Charges for services shall include:

a)

b

the costs of thied party contracts which are the acrual costs of contracts for
technical and other zervices entered into by Contractor for Merroleum
Operations made with third partics other than Affiliates of Contractor,
provided thal the prices pmd hy Contractor are no higher than the
prevalling rates Lor such services in the world market:

Technical and other services of personnel assigned by the Contractor and
its Affiliates when performing management, engineering, geological,
peophysical, administrative, legal, sccounting, tressury. tax. employec
relations, computer scrvices. purchasing, and all other functions for the
direct benefit of Petroleum Operations;

General services, including, but not without limitation, professional
consuliants and others who perform services for the direct benefits of
Petrodewm Operations.

352 Serviees fumished by Contractor snd 1t Affiliates shall be charged st rates
commensurate with those currently prevailing lor such services in the world
market.

RENTALS, DUTIES AND OTHER ASSESSMENTS

All rentals, taxes, dubies, levies, chorges, fees, coninbulions and mny other
assessrments and charges levied by the Governmment in connection with Petroleum
Operations or paid for the benefit of Petroloum Operations, with the exception of the
income tax specified in the Amicle 12 of the Apgreement

INSURANCE AND LOSSES

a) Insurance premivm and costs meamred for insurance, provided that of such
insuranec 15 wholly or partly placed wilh an Afiliate of Contractor, such premium
and costs shall be recoverable ondy o the extent not in excess of those generally
charped by competitive ihsurance companies other than Affiliate; and;

h) cocts and losses incurred as a consoquence of events, which are, mmsolar as nol
made good by insurance, allowable under Arhcle 17 of the Agreemenl.

H
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3.9

g} Costs or expenses necessary tor the repair or replacement of property resulting
[rom damage or losses incurred.

LEGAL EXPENSES

All costz and expenses of litigation and legal or related services necessary or
expedient for the procuring, perfecting, retaining and protecting the rights hereunder
and in defending or prosecuting lawsuits involving the Contract Area or any third
party claim arising out of activities under the Agreement, or sums paid in respect of
legal services necessary or cxpedient for the protection of the joint interest of GNPC
and Contractor, provided that where legal services are rendered in such matlers by
salaried or regularty retained law vers ol Contractor or an Atfilizte of Conteactor; such
compensalion will be included instead under either Section 3.3 or 3.5, as applicable,

THAINING COSTS
ARl costs and expenses ncurred by Contracior in traimng ol s employess and

pominess ol GNP W the extent thar such traiming 5 attributable 1o Petrolewm
Operations under the A preement.

310 GENERAL AND ADMINISTRATIVE EXPENSES

General snd  Admomistrative Expenses shall consist of the costs described in
Subsechon 2.6.1 and the charge desenbed in Subsecton 2.6.2.

I UTILITY COSTS

Any water, electricity. heating, fuel or other enerey and ufility costs used and
consumed for the Petroleum Operations,

312 OFFICE FACILITY CHARGES

313

The cost and expenses of constructing, establishing, maintaining and operating
offices, camps, housing and any other facihtics necessary to the conduct of Petroleum
Operations.  The cost of constructing or otherwise sstablishing any operating facility
which may be used at any time in operations of more than one held shall be charped
initialiv to the ficld or ficlds for which the facility iz first used. Costs incusred.

thereafter shall be allocated 1n 8 teasonable manner, consistent with internadonal
accountmy praciice, 1o the felds for which the facility 15 used.

COMMIUNICATION CHARGES

The costs of acquining, leading, installing, opesating, repairing and maintening
communication systems, including radic and microwave facilities.
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Al

a6

ECOLOGICAL AND ENVIRONMENTAL CHARGES

All charges for epvirommental protection and satety messures conducted in the
Contract Ares in sceordance with Article 17 of the A greement.

ABANDONMENT COST

Cost relating to the decommissioning and abandonment of operations and facilities,
gite restoration and other associated operatons accrued from a reascnable date in
advance based on estimate of such cost {with subsequent adjustments to actuals) as
provided in Arhicle 1210 ol the Agreement.

OTHER COSTS

Any other costs not covered or dealt with in the forcgoing provisions which are
incurred and not mentioned 1n Section 3,16 for the necessary and proper conduect of
Fetroleum Operations,

COSTS NOT ALLOWABLE UNDER THE AGREEMENT

The following costs shall not be allowable under the Agrcement:

g) commussion paid to inlermedianes by Contractor:

b)  chantable donations and cominbutions, except where prnor approval has been
oblained [rom GNP

¢)  interest incurred on loans raised by the Contractor;

i) petroleum marketing costs or costs of transporting petroleumn beyvond the delivery
puint;

g) the costs of any Bank Guarantee under the Agreement and any other amounts
spent on indemnities with regard to non-fulfilment of contractual obligatons;

f1  premium paid az a result of GAPC excrmsing a Seie Hisk option under Article 9
of this Agrecment;

) cost of arbitration under Article 24 of the Agreement or dispute setticment by any
independent expert under the tenms of the Apresment;

k) fine: and penalties imposed by any applicable law or and & competent Court of
Law:

1) cost incurred as 8 result of grodss negligence or wilful misconducl chargeable 10
Contractor or the Operator under the terims of the Agreement.

a4




318 ALLOWARBLE AND DEDUCTIBILITY

i19

Ihe costs and expenses set forth hercin shall be for the purposc of determining
allowsable or non-allowable costs and cxpenses only and shall have no bearing on
Contractor’s eligbility or otherwise for deductions in computing Contractor’s net
income from Petroleam Cperations for income tax purposes under the Agreement.

CREDITS UNDER THE AGREEMENT

The net proceeds of the following transactions will be credited to the accounts under
the Agreement:

al

b

cl

d)

)

Iy

the net proceeds of any insurance or claim in conmection with Petroleum
Clperations or any assels charged o the accounts under the Agresments when such
aperations or assels were mnsured and the prennum charged w the accounts under
the Agreement,

revenue receved from third parties {or the use of property or assets charped Lo the
accounts under this Agreement;

anv adjustment from the suppliers or manufacturers or their apents in connection
with a defective equipment or material the cost of which was previously charged
to the account under the Agrecment;

the proceeds received for mventary matenals previowsly charged o the account
unider the Apreement and subzequently exported from the Republic of Ghana or
transferred or sold (o third parfies without being used 1n the Petroleum Operations;

rentals | refunds or other credits received which gpply 1o any charge which has
been made to the account under the Apreement, but excluding any award granted
under arbitration or Sale Caperi procesdings:

the proceeds from the sale or exchange of plant or facilitics from the Development
and Production Aren or planl or laeilities the acquisinon costs of which have been
deducted in the computation of FAP, SAP, TAPF, ZAP or HAFP for the relevant
Development and Prodoction Area;

the proceeds derived from the sale or issue of any intellectual properiy the
development costs of which were incurred pursuant to this Agreement:

the procesds from (he sule of any petrodeum information denved from Petroleum
Operations under this Agreement,
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3.20

DUPLICATION OF CHARGES AND CREDITS
Motwithstanding any provision Lo the contrary in this Annex, it is the inlenlion thal

there shall be no duplication of charpes or credits in the accounts under the
Apreerment.

b




SECTION 4

MATERIAL

4.1

VALUE OF MATERIAL CHARGED TO THE ACCOUNTS UNDER
THE AGREEMENT

Material purchased, leased or rented by Contractor for use in Petroleum Operations
shall be valued at the actual net cost ncwrred by Contractor.  The net cost shall
include invoice price less trade and cash discounts, if any, purchase and procurement
tees plus freight and forwarding charges between peint of supply and poimt of
shipment, freight to port of destination, insurance, taxes, customs duties, consular
fews, other items chargeable agaimst mmported material. and any other related costs
actually paid.

VALUE OF MATERIAL FPURCHASED FROM AN AFFILIATE

Contracior shall notly GRPC of any poods supplied by an Aftiliate of Contractor.
“aterals purchased from Affilate of Contractor shall be charged ar the prices
specified in Sections 4.2.1, 4.2.2 and 4.2.3 helow,

421  New Material (Condition “A™)

New matenal shall be classified as Condition A", Such matenal shall be
valued at the prevailing market price, plus expenses incurred in procuring
such new materials, and in moving such materials to the locations where the
material shall be wsed.

4212 Used Material (Condition “B™)

Used matenal shall be classified as Condihon “B" provided that 1t s in
sound  and  scrviceable condition  and s switable for rouse without
recondiiomng.  Such materal shall be valued al not more than sevenly five
per cent (75%) of the current price of new material valued according to
Section 4.2.1 above,

4,23 Used Material (Condition *C™)

L'sed material which is serviceable for onginal function as good scoond hand
materal after recondibioning and cannol be classifed as Condition “B™ shall
he classilied as Conditios *C70 Such material shall be valued at oot more
than tifty per cent {306} of the current price of ncw matcrial valued
according to 3ection 4.2.1 sbove. The cost of reconditioning shell be
cherged o the recomditioned matenal provided thal that the value of such
Conditiom " malenal plus the cost ol reconditiomng does nol excesd the
value of Condition I matenal,

gy
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4.3

4.4

4.5

4.6

CLASSIFICATION OF MATERIALS

baterial costs shall be chargped to the respective Exploration Expenditure,
Development Expenditure, Operating Expenditure accounts at the time the material is
acquired and on the basis of the intended usc of the matenal, Should such material
subscquently be used other then as intendexd, the relevant charge will be transformred to
the appropriate account,

DISPOSAL OF MATERIALS

Sales of property shall be recarded at the net amount collected by the Contractor from
the purchaser.

WARRANTY OF MATERIALS

Ir the case of defective material or equipmertt, any adjustment received by Contractor
{roum the suppliers or manulacturers of such marerials or their agents will be credited to
the accounts urder the Apreement.

CONTROLLABLE MATERIALS

4.6.1  The Contractor shall contrel the acquisition, location, storage and disposition
of materials which are subject fo sceounBing record control, phyvsical
inventory and adjustment for averages and shortages (heremafter referred to
as Controllable Material),

462 Unless additional inventories are schedoled by the JMC. Contractor shall
conduct one physical inventory of the Controllable Material cach Calendar
Yoar which shall be completed prior to the end of the year, The Contractor
shall conduct said invenfory on a dale 1o be approved by the IMC. Faillure on
the part of GMNPC 1o participate in a IMC schedule or approved physical
inventory shall be regarded as approval of the results of the physical
inventory as conducted by the Contractor,

4.6.3 [he pain or loss resulling froo the physical inventory shall be reflected in the
stock records of Controdlable Malenals.  The Contractor shall compile &
reconatliation of the inveniory with 4 reasonable explanation lor such gains
or losses. Failure on the part of GMNPC o object to Contractor’s
recomaciliation within thirty (307 days o compilation of said reconciliation

shall be reparded as approval by GNPC,




SECTION 5

CASH CALL STATEMENT

Al

5.3

In respect of any Exploration costs to which GNPC is contributing or any Development
and Production Area in which GNPC elects 1o 1ake a participating Interest, and in any
case where Contractor conducts Sole Risk Operations [or GNPC's account, Confractor
shall at least ffteen (15) days prier to the commencement of any Month submit a Cash
Call Staternent to GNPC. Such Cash Call Statement shall include the following
inlormnation:

a} Due Date;

bl Payment Instructicns:

¢} The balance prior to the Cash Call being issued:

d)  Amount of US Dollars dug; and

el An eshimation of the amounts of LS Dollars required from GNPC for the following
ot

Mot later than the twenby-fifth day of each Month, Contrector will furmish GNPC s
statemnent reflecting for the previous Month:

a)  Pavments:
b} The namre of such pavments by appropriate classifications; and
¢)  The balance due to or from GNPC.

Comlrector ay m the case where a large unforeseen expenditure becomes necessary
1ssue a specia] Cash Call Statement requiring GNPC to mecet such Cash Call within ten
{10} days of receipt of such Statement,



SECTION 6

PRODLCTION STATEMENT

6.1

.2

Subsequent Lo the Date of Commencement of Commercial Production from the Contract
Aren, Contractor shall submit a monthly Production Statement to GNPC showing the
following information for each Development and Production Area as appropriate:

a) the guantity of Crude Qi produced and saved;

h) the quantity of Walural Gas prisdoced and saved,

e} the guanibies of Petroleum used for the purpose of conducting drilling and
Production Opesations, pumping to tield storage and reinjections;

d) the quantities of Matural Cras Nared:
€) the size of Pemroleum stocks held at the begnming of the Month;
fl the size of Petrolcum stocks held at the end of the Month.

The Production Statemment of ench Calendar Manth shall be subminted o GNPC ot later
than ten {10} days alier the end of such Montl

10




SECTHONT

YALUE OF FRODUCTION STATEMENT

T

During each Quarter Contractor shall prepare a statement providing caleulations of the
value of Crude Oil produced and saved hased on the Market Price established under
Aricle 11 of the Agreement, the amounts of Crude Oil allocated to each of the Parties
during that Quarier, the buver of the cargo, sales basis with respect o Benchmuark crude
oil, the pricing basis, the differential. and any deductions. Statement shall be submirted
to the Minister and GNPC not later than thirty {3)) davs following the determination,
notification and acceptance of the World Market Pnce to GNPC according to Amcle 11
ot the Agreement.

10
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SECTIONB

COST STATEMENT

81

8.2

B3

Ciomtracior shall prepere with respect 1o each Quarler, a Cost Statement containing the
following information:

aj
b)

b

d)

el

Total Petroleum Costs in previous Quarters, if any,
Petrolewm Costs for the Quarter in question;

Total Petroleum Caosts as of the end of the Quarter in guestion (subsection 8.1 (&)
plus subsection 8.1 (byabove:

Petroleym Costs for Development Operations sdvaneed in the Quaner in respect
of GNPC s participating Interest pursuant o Article 2.8 of the Agreement;

Costs as specified in {d) above winch have been recovered during the Quarler
pursuant to Article 101 (e) of the Agreement and the balance, if any. of such
costs unrecovered and camicd forward for recovery in a later penod.

Petmoleum Costs for Exploration. Development and Production Operations as detailed
above shall be separately identified for cach Development and Production Area
Petroleum Costs for Exploration Cperations not dircetly attmbutable to a specific
Development Arca shall be shown scparately.

The Cost Staternent of each Quarter shall be submified fo GNPC no later than thirty
{30 daye after the end of such Quarter

1L




SECTION &

STATEMENT OF EXPENDITURES AND RECEIFTS

2.1

Subsequent to the Date of Commencement of Commercial Production from the Contract
Arca, Contractor shall prepare with respeet to each Quarter a Statermnent of Expenditures
and Receipts. The Statement will distinguish between Exploration Expenditure and
Development Expenditure and Production Expenditure and will identify major tems of
expenditure within these categonies. The stalement will show the following:

a) actual expenditores and receipts for the Quarter in question:

b} cumulative expenditurc and reccipts for the budget vear n guestion;
¢l Tazest [orecast of cumulative expenditures at the year-end: and
i} varations between budget forecast and latest forecast snd expianations therefor.

The Statement ol Expenditures and Receipts of each Calendar {uarter shall be submitted
to GO not later than thirty (30) days after the end of such Quarter for provisional
approval by GNPC.
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SECTION 10

FINAL END-OF-YEAR STATEMENT

1.

The Contractor will prepare a Final End-of-Year Statemnent. The Statement will contain
information as provided in the Production Statemnent, Value of Production Statements,
Cost Stalement and Statements of Expenditures and Receipts. as appropriate. The Final
End-ol-year Statement of each Calendar Year shall be submitted to GNPC within ninety
(O} days ol the end of such Calendar Year. Any necessary subsequent adjustments shall
be reported prompily o GNPC.
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SECTION 11

BUDGET STATEMENT

11.1.1 The Contractor shall prepare an annual budget Statement, This will distinguish between

Exploration Expenditure, Development Expenditure and Production Expenditure snd
will show the following;

a) Forecast Expenditures and Receipts tor the budget yvear under the Apreement;
by cumulative Expenditures and Reccipts to the end of said budget year; and

¢l the mwost important dividual items of Explotation. Development and Prodechion
Expenditures for said budget year.

The budpet may melwle o budget Tne or hnes for unforescen cxpenditunes which, however, shall
not exceed ten percent (1) of the tolal budgetary expendilure.

112

[he Budger Staternent shall be submirted to GNTC and IMC with respect Lo each hudge!
vesr no less than minefy (90} days before the start of such year except in the case pl the
first year of the Agreement when the Budget Statement shall be submitted within sixty
(ol days of the Effcctive Date.

Where Contractor foresees that durieg the budget period expenditures have 1o he made

in excess ol the ten percent (10%) pursuant to Scction 11.1.1 hereof. Contractor shall
subimit a revision of the budget to GNPC
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12.1

SECTION 12

NGE PLAN AND FORECAST

Combrucior shall prepare snd submit to GNPC the following:

a}

b)

)

During Exploration Period, an Exploration Plan for each year commencing as of
the Eflective Date which shall contain the following information:

i} Estimaled Exploration Costs showing outlays for each of the vears or the
number of vears apreed and covered by the Plan;

11 Details of seismic operations for each such vear;

itl)  Details of drilling activities planned tor each such veur;

vl Details of itrastructure atilization and requirernents.

The: Exploration Plan shall be revised on cach anniversany of the Effective Date.
Contracter shafl prepare and submit o GNPC the Arst Exploratton Plan for the
lnitial Explosation Period of two (2) vears within sixty {60) days of the Elective
Date and thercafier shall prepare and submit to  GNPC no later than forty [ive
(45} days before cach somiversary of the Effective Date & revised Exploration
Plan.

In the event of a Development Plan being approved, the Contractor shall prepare
a Development Forecast for each calendar year ol the Development Penod.
which shall contain the tollowing information:

1) forecast of capital expenditure portions of Development and Production
expenthitures for each Calendar Y ear of the Development Penod;

ii)  forecast of operating costs for cach Calendar Ycar;
i} forccast of Petroleum production for each Calendar wear,

iv)  forecast of number and types of personnel employed i the Petroleum
Operations in the Republic of Ghana;

vl descrption of proposed Petroleam markeling arrengernents;

vi}) description of main technologics employed: and

vil) description of the working relationship of Combractor o GNP,

The Development forecast shall be revised at the beginning of each Calendar
Year commmencing as of the second year of the first Development forcosst
Contractor shall prepare and submit to  GRPC the first Development forecas!

within one hundred and twenty (120) days of the date when the [irst
Drevelopment Plan iz approved by the Minister and Confrector commences the

10




12.2

implementation of such plan and thercafter shall prepare and submil a revised
Developiment Forecast to GNPC no later than forty five (45) days before esch
Calendar Year commencing as of the sccond vewr of the hrst Development
forecast.

CHANGES OF PLAN AND FORECAST

It is recognized by Contractor and GNPC that the details of the Exploration Plan and
Development forecast may require changes n the hight of existing circumstances and
nothing, herein contained shall lirmil the (lexiality o make such changes.  Consistent
with the foregoing the said Plan and Forecast may be revised annually.
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ANNEX 3 SAMPLE ACGE CALCULATIONS

SAMPLE AOE CALCIUJLATION™

Accowu ROR - "3

FA 12.5% 12.59%%
SA 17.596 15.096
TA 22.59 17.596
YA 27.59% 22 596
ZA 32.59% 27.596

Discluimer : AOFEs are calculated on a monthly basis but for ease of anahvsis the sample
calculations were based on annoal figures,

I stion Rat= 3%
mounts in milbon of USS)
w| no [ADRIZS[ ) oo gy |SBBILIN | ACEZ |TAnm2s% | AGE3 ARSI, o0 oo IARSIISH] AGES | Total AOE
I B B B15% 24 S175% | %pa pd | @IIS%| Payments
12.5% 17.5% 175% | 150% | 225% 175K | 215w 22 5% 325% | 275%
I; l15.00) | j1s0.00] ood | psooe) | ood | qiseooy | om0 | dsaoo | odo (15000) | 000 008
2 | penpo) | (susasi D0 | (42075) | Goo | jazsrst | ooo | (asig) | oao (42225 | om noo
| mw00t | i7e70) 000 7o) | ooo | (eerasl | oeo | feveem | osc jBinsal | 000 0.00
Ia | ssan0) |pasess|  eos 153448 | 000 | (161955 | oo0 | (169654 | ©o0 | ii783E7) | owo 0.00
s | paooor |isessa| oo jz12s06 | oo | (aaoscn) | oo | j2gsean|  ooo earzel | oo | 0e0
I o0 |izss0as)|  ooe 26552 | ooo | (2e7a7e) | oo |j33aess| ooo [ (a73sssl| ooo | ooo
7 | isso0) |z7meen| om sauiES| | 000 | (378585 | 000 | (441685 | oo (512542) | oop | ase
amoo  ||213018) 000 i2vresl | oo | [aTisTe) o000 |.774.42) 000 [(5a5484) [ ooo ooo
147000 ||r0s443)| o000 t2ps027) | ooe | maesin | oo |aresn|  om 5.59895) | o.00 000
w | 153000 | sesss 4574 gsess) | 000 | @swry | oo [iagmesl| oo | masrsy | oo | esie
L | erpo0 | emoen 12128 | (zance) | noo | pa0a) | ooe | (sieasm| oo jg1apay) | oo | 17138
t | 7sop0 | vsoc0 35,75 S7455 | Sle | (729548 | 000 | (647ESI| 00D | [1175408)] oeo | 149s
i3 | ssopo | ss0no sso0 | sesoo | eeas | zarsor) | oop | (issos3)|  ooe | lisessee] oo | 17eas
+ | am00 | 41000 5125 | ase7s | s3@1 | 267578 | 000 | 1954890t D00 |(20597s2)| oeo | 1osos
.5 | 2000 | 2000 27,50 9150 | 888 | (nisess) | oo0  |12297ss| opo |(z774sssy ooo | sess
al | 540500 | azass | 128.41 0.00 000 Do | 65261
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ANNEX 4
CONFIDENTIALITY AGREEMENT
THIS AGREEMENT is entered into this [ ] day of | |20 (the “Effective
Dute™) by and between [Contractor Parly], a company organized and existing under the laws
of [ ] therginafter referred o as the “Disclosing Party™); and [
|, a company organized and cxisting under the faws of [ ]

(hereinafter referred to as the “Receiving Party™).

The companies named above may colleetively be refermed 1 us the “Parnes”™ or indiadually
a8 “Party",

WHEREAS in comection with the Possible Transaction {as defined below) by the Receiving
Party, the Disclosing Party 1s willing, in accordance with the terms and conditions of this
Apreement. 0 disclose certain Confidential Information (as defined befow) relating to the
East Cape Three Points Offshore Block ( the “Arca™) shown in Exhibits A 1o I etteched
herets; and

WHEREAS the Petroleurn Agreement covering the said Contract Ares reguires that the
Disclosing Parly reguire the execution of a confidentiality agreement by Receiving Party
prioe o the disclosure of Conlidential Information in order to govern such disclosure amd that
a copy ol all such signed conlidentality apreements be provided Loy GNPC.

NOW THEREFORE, in consideration [or the mulual undertakings of the Disclosing Parly
and the Receiving Party under this Agreement, the Parties agree as follows:

L. Defimtions

As used in this Agreement the following words and terms shall have the meaning ascribed to
therm below:

1.1 “Affiliated Company™ means any Person which!

HL Controls dircetly or indircetly a Party, or

b, s Controlled directly or mdirectly by such Party, or

g Is direetiv or indirectly controlled by & Person which directly or imdirectly Controls
such & Party,

1.2 *Confidential Information” means indvidoally or collecaovely:

a. any and afl corporate information concerning the Disclosing Party sind any Affilisted
Companies of the Dizclosing Party, and

b any and all dote and informetion obtained as 2 result of petralelm operations in the
Areca, including without limitation well data and seismic information together with all
other data and information obtained by or on behalf of the [sclosing Party in
connection with the Disclosing Party’s petrolénmn operations m the Arey, us well a3
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geological and economic reports, studies, interpretations and analyses prepared by or
on behalf of the Disclosing Party in connection with its petrolewm operalions in the
Aren. Confidential Information includes cerlain proprietary data and information that
is the property of GNFC (hereinalier "GNPC Information”) as described in Exhibit B
altached herato.

Provided that, the following shall not constitute Conlidential Information;

c. information that can be reasonably demonstrated by the Receiving Party as being
already lawfully known to Receiving Party as of the Effective Date;

d. inlormation that is or becomes available 1o the public other than through the act or
onizsion of Receiving Party or of any other erson to whom Confidential Information
18 dizciosed by the Receiving Parmy pursuant to Arhicle 4.2 unless public disclosure
wits made pursuant to Article 4.1;

e. nformation that 15 sequired independently from a third party that has a right tw
disserninate such information 4t the ime 11 15 acguired hy the Recerving Party; or

o ]

mnformation that can be reasonably demonstrated by the Receiving Party to have been
developed by Receiving Marty independently of the Confidential Information received
from Disclosing Party,

1.3 “‘Control” means the ownership dircetly or indirectly of 30% or more of the voting
rights in & Person or the ability (o direel, directly or indirectly, (he meanagement or policies of
a Person, whether through the appointment of the directors, the ownership of voting shares or
other voling rights, pursuant to wrtten contract or otherwise, “Conirels”, "Contrelled by™
and other denvatives shall be construed accordingly.

1.4 “Evaluation Material™ means information denved in whole or in part from
Confidential Information, and penerated by or on behall of the Receiving Party. For purpases
of this Asreement, Evaluation Material may include without limitation models, technical,
maneia] and coonomic reports, studics, interpretations, analvses, estimates of recerves, and
evaluations and notes of documents or meetings,

1.5 SOMNPCY means Ghena Mational Petrolewn Corporation, o Statutory Corporation
cstablishied by Provisional Nutional Defence Council Law 64 of 1984 with its Head Office at

Potroleum House, Harbour Road. Tema.

1.6 “Person™ means an individual, joint venturg, corporation, company, firm, partnership,
inmited partnership, Limited Liabality Company, rust, estate, governmenl agency oT any other
entity, including unincorporated business associations.

.7 “Petroleum Agreement™ means the Petroloum Agreement dated |, 2012 between
the Government of the Republic of Ghana, Ghana Kational Petroloum Corporation, Cola
Walural Resources Ghana Limited and Medea Development Ghana Limited in respect of the
East Cape Three Points Offshore Block (and sl smemdments and supploments thereto)

1.8 “Possible Transaction™ means any possible busingss amangement with the
Disclosing Party under which Receiving Party would acquire directly or indireetly all or part
of the rights and interests owned hy Disclosing Party andfor Disclosiog Party AfMiHares in one




or more offshore hyvdrecarbon exploration, development or production assets located within
the Area.

2. sclosure

In connection with the Possible Transsction, Disclosing Parly is willing o disclose o
Reeaiving Party certain Confidential Information. The Parties agree that the disclosure by the
Disclosing Party and the receipt by the Receiving Party of the Confidential Informarion is
subject to the erms of this Agreement.

3. Undertaking of Confidentiality, Hestriction on Lse and 1damages

a1 In consideration of the disclosure referred 1o i Article 2 above, the Receiving Porty
agrees that the Confidential Tnformeion and the Evalaation Material shatl be held and treated
strictly in confidence aml may nol be disclosed. licensed. traded, published or otherwise
revealed in any manner whatsoever, without the prior wrtten conzent of the Dizclosing Party
except as provided in Article 4 below

32 The Receiving Party shall {end shall procure that any Affiliated Company shall) not
use o permil the use ol the Confidential Information and'or the Evaluation Material other
than for the purpose ol evaluating the Area and determining whether to enter into
nepgotiations in connection with the Possible Transaction with the Receiving Party.

3.3 The Receiving Party shall {and shall procure that any Person that receives
Contidential Information and'or Evaluation Material pursuant o and o accordance with
Article 4.2 hereof shally keep any Confidential Inlormation it receives and any copies thereof
and any Ewvaluation Material secure and confidential {in & manner no less secure and
confidential than Receiving Party and such Persons keep their respective confidentizl
infarmation) and to prevent the Confidential Information and any Evaluation Material from
being disclosed in breach of this Aprcement.

34 The Receiving Party agrees not (o disclose fo anyvone, excepl as provided for by
Artele 4 bolow, the fuel that the Confidential Tnformation has been made available or that
iscussions or negotisbions ure taking place ur have taken place between Disclosing Party and
Receiving Party or any Party’s Affiliated Companies.

35 I'he ohligations of the Recenang Party for confidenbality and non-use gy set forth in
this Agreement shall commence from receipt of the Confidential Information by the
Beceiving Partyv, Further, the obligation not to disclose shall not be affected by bankmptey.
receivership, sssignment, atachment or scizore procedures, whether inttiaded by or against
Ihe Recerving Parly, nor by the rejection of any agresmen! belween GNPC und Disclosing
Parly and/or Receiving Parfy. by o tustes of Receiving Parly in bankropley, or by the
Receiving Party as a debtor-in-possession or the equivalent of any ol the forepaing.

3.0 The Receiving Parly agrees to indemnify Disclosing Party against direct damapes
{imcluding. losses, damages. claims, expenses and regsonabie attorney’s foes) incurred or
suffered a2 a result of 8 breach of this Agreement by Recevving Party or its Affiliated
Companies. Such direct dameges shall be the sole exclusive remedy, snd all other remedies
ar damapes al law or i oeguily sre wavesd] excepl such equitable relief as may be granted
under Article 11, In nooovent shell the Parties be lable 1o each other for any other damages.



including incidental, consequential, special, or punitive damages, regardless of negligence or
fault.

4. Permitted Disclosure and Obligation of Receiving Party for Fermitted
Disclosures

The Receiving Party may disclose Confidental Information andfor Evalustion Material
withoul the pnor wrilten consent ol the Ihsclosing Party:

4.1 To the extent the Confidential Information endor Evaluation Matemal 35 required to
be disclosed under applicable law, order, decree, regulation or rule of any govermmental
entity having junsdiction over the Receiving Party, or any régulatory enfily, sccunties
commiissiom or stock exchange om which the securities of the Receiving Party or any ol ils
Adfiliared Companies are listed or are to be listed, provided that the Receiving Parly shall
make all reazonable effortz to give written notice to the Disclosing Party prior to soch
tisclosure (incloding full details of the crcumstances of such disclosure): or

472 To the [ollowing persons o a need 1o keow basis and only for the purpese described
in Article 3.2:

421 emplovees, officers and directors of the Receiving Party;
4.2.2  emplovees, officers and directors of an Affiliated Company of the Receiving Party;

4,23  any professional conswltant or agent retained by the Receiving Party or its Affiliated
Company; or

4.2.4  any bank, financial institution or entity Gnancing or proposing to Gnance the Possible
Transactiom, including any professional consuliant retained by such bank, financial institution
or entily for the purpose of evaluating the Confidential Information andior Evaluation
Material.

Prior to making any such disclosure to Persons under Amicles 4.2.3 and 4.2.4 above,
hovwrever, the Receiving Party shall obtain an undertaking of confidentinlity, on terms no less
stoinpeent than contained in this Agreement, from each such Person: provided, however, that
in the case of ourside legal counzel, the Receiving Party shall only be required to procure that
such tepal counsel is bound by an oblipation of confidentiality,

4.3 The Recoiving Party shall be responsibhle to the Dhsclosing Party for any act or
omission of the enbtics and Persons-desenbed in Arbcle 4.2 (hal would consiitute breach of
this Apgreement as il the action or omission had been perpetrated by the Receiving Parly and
shall immediately notify the Disclesing Party upen becoming aware that Confidential
[nformation has been disclosed in breach of this Agreomaent.

5. Ownership of Confidential Information

b | Receiving Party acknowledges the Confidential Information. exclading the GWPC
Information, remains the property of the Disclosing Parmy and the Disclosing Party may use
such Confidential Information for any purpose witlhiout obligation fo the Receiving Party.

i, Receiving Party acknowledges that the GNPC Information (s and remains the
property of GNPC and GNPC may wse such GNFPC Information for any purpose wilhout
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obligationn to the Disclosing Party or Receiving Parly. In addition, Recerving Party
acknowledzes that in the cvent that it acquires, directly or indirectly an inlerest in the Area,
that it may be required to enter into a data licensing agreement with GNPC with respect to the
GNPC Information on lerms 1o he agreed between GNPC and the Receiving Party.

53  The Receiving Parly shall acquire no proprietary interest in or title or right to the
Confidential Information,

f, Return of Confidentizl Information

6.1  Disclosing Parly may demand the return of the Cenfidential Information at any time
upon giving written notice to Receiving Party.

.2 Within tharty (30 days of receipt of the notice referred 10 in Arucle 6.1 or upon
completion of the Receiving Party’s review andior evaluation of the Confidential
Information, the Receiving Party chail retain no copies of the Confidential Infonnation. but
shall:

.21  Return all of the onginal Confidential Information to the Disclosing Pany;

622 Destrov or delete or cause to be destroved or deleted all copies and reproductions
(both wrolten and electromic) of Confdential Infovnnation and any Evaluation Material in ils
poszession and’or in the possession ol persons o whom it was disclosed by the Receiving
Party. Conlidential Inlormation or Evaluation Matenal that 1510 electromie format (including
all electronic back-up files — subject 1o Arl 6.3.17 shall alse be deletad; aml

6.2.3  Prinade a wnlten certification, signed hy an authon s ofhcer of the Recerving Partv,
that Receiving Party has fully cornplied with its ohligations under this Clause 6.2

0.3 The provisions of Article 6.1 and 6.2 do not apply to the following:

6.3.1 Confidential Information or Evaluation Material that is retained in the computer
backup swsiem of Recerving Party or a Person 1o whom it was disclosod under Article €.2 i0f
the Comhdential Information or Evaluation Material will be destroved in accordance with the
repular on-going records retention process of Recerving Party or such Person and iF the
Confidential Information is not used prior to its destreetion:

6.3.2 Confidential Information or Evaluation material that muost be retained under
applicable law or regulaton, mcluding by stock exchange regulations or by govemmental
order, decree, regulaton or rule; and

£.3.3  any corporate documents or reports of the Receiving Party which contain data derived
from the Confidential Information or Ewvaluation Martenial which were presented to its
executive board (or the equivalent thereof) and are required n acvordance aath appheabie
law or its document retenlion pelicy o be relained;

provided that any Confidential Infonnation andfor Eveluation Material that is 50 retained
shall remain subject to the terms ol this Agreement

7. Remedies



The Receiving Party understands and acknowledpes that any breach of the terms of this
Agreement may cause the Disclosing Party irreparable harm, and damages may not be an
adeguate remedy, and therefore agrees thal the Disclosing Party, an Affihated Company of
Disclasing Parly shall have the rght to apply o a court of competent jurdsdiction for specific
performance and/or an order restraining and enjoining any such breach or further disclosure
and for such other reliet as may be decmed appropriste. Such right is to be in addition to the
remedics otherwise available to the [hisclosing Party, an Affiliated Company of [Disclosing
Party at law or in cquity,

H Term

This Agreement shall terminate on the later of five (5) yvears from the Effective Date or the
date on which disclosure is no longer restneted by the lerms of the Pelroleumn Agreemnents
currently covering the Area.

9. Representations and Warranties

The Disclosing Pary represents and warrants that it has the right and authornty o disclose the
Cenfidential Information to the Receiving Party. However the Disclosing Party, its Aftiliated
Companies and their respective principals, officers. dircctors and cmplovees make no
TEPTESCNtation OT warrantics, axpress or implied as w the quality, accuracy and completeness
of (he Confdential nformation disclosed hereunder. and the Receiving Party expressly
acknowledpes the inherent risk of crror in the acquisition, processing, and intorpretation of
geolegical and goophysical data, The Disclosing Party, ils AMated Companies and their
respective principals, officers, dircctors and employees shall have no Tisbility whatsoever
with respect to the vse of or reliance upon the Confidential lnformation by the Recaving
Purty or its Affihated Compames or Persons o whom the Receiving Party discloses
Coolidential Information under Article 4.2,

LR Assignment

The nghts and obligahions aof the Receiving Party under this Agreement may not be assigned
in whole or in part by the Receiving Party without the prior written consent of the Disclosing
Marty, Any attempled awsignmen! by Receiving Party withnut the prior written approval of
Dhsclosing Pardy shafl he vedd. Without limiting the prior provisions of this Asticle 10, this
Apreement shall bind and inore to the benefit of the Partics and their respective successors
gnd permitted assigms,

11. Coverning Law and [Nispute Resolution

11.1  This Aprcement shall be governed by sand interpreted i sccordunce with the laws of
England and Wales,

(1.2  Anv dispute srismg out of, relatmg o, or omocommection with this Agresmenl,
meluding any gueshon regarding its exsstence, validity or termination. shall be seftled under
the Rules of Arbitration of the International Chamber of Commerce by three arbitrators
appointed Ity asccordance with said moles, The place of arbitrution shall be Genews,
switzerland. The proceedings shall be in the Enghish language
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11.3  The resulting arhitral award shall be final and binding without right of appeal. and
Judgment upon such award may bc entered by any court having junsdiction thercof. A
dispute shall be deemed to have ansen when cither Party notifics the other Party in writing to
thal elTecl, Receiving Pary understamds and acknowledges that any breach ol the erms of
this Agreement may cause the Disclosing Party rreparable harm for which damages may nol
be an adequate remedy. Accordingly, the arhilrator may award both monetary and eguitable
relief, including injunclive relief and specific performance or other such relief as may be
deemed appropniate. The Dhsclosing Party may apply to any competent judicial authornity for
interim or conscrvatory rclict; an application for such measures or an application for the
enforcement of such meosures ordered by the arbitrator shall not be deemed an inlringernent
or waiver of the Agreement to arbitrate and shall not affect the powers of the arbitrator. Any
monctary award issucd by the arbitrator shall be pavablec in U.S. dollars. Each Party waives
any right to damages: other than those provided in Article 3.6

[1.4 Unless the partics expressly agree in writing to the contrary, the parties undertake as a
general principle to keep conlidential all awands an their arbitration, together with all
materialz in the proceedings created for the pumpose of the arbitration and all other documents
produced by anether party in the proecedings not ptherwise in the public domain - save and to
the extent thal disclosure may be required of a parly by legal duty, 1o protect or pursue a legal
right or to enforce ot challenge an award in bona fide legal proceedings betore a state courl or
other judicial authority.

11.3  Any Party that now or hesealier has a right to claim immunity for itsell or any of ils
ussets herchy waives such immunity and agrees not to claim such immunity, in connection
with this Agreement, including any dispute hercunder. This waiver includes immunity from
{A) lepal process of any sorl whalsoever, (B] junsdiction or judgment, awand, determination,
order or decision of any court, arbitrator, tribunal ar Expert, {(C) inconvenient forum, and (0
any offort to confirm. enforee, or execute any decision, setflement, award, judgmen!, service
of process, execution order. attachiment {including pre-judgment aflachment) or other remedy
that tesults from an expert determination, arbitration or any judicial or administrative
procecdings commenced pursuant to this Apreement.

12. Non-exelusivity

The disclosure of Confidential Information to Receiving Party iz non-exclusive, and
Drisclosing Parly may disclose the Confidential Information to others at any time pursuant to
the terms and conditions of the Petroleam Agreemenl.

13.  No Rights in the Area

Unless otherwise expressly stated in writing, suy pror or fiuture proposals or offers made in
the course of the discussions of the Partics are subject to all necesssry management and
mwernment approvals and may be withdrawn by either Party for any reeson or for no reason
at any Gme, Nothing contained herein s intended to confer wpon Receiving Party uny nght
whatsoever to the interest of Disclosing Parfy in the Anea.

14. No Walver
Mvoowalver by either Parly of any ene or more breaches of this Agreement hy the other Parly

shall operate or be construed &5 a waiver of any future breach or breaches by the same or
other Party, whether of like or of different character, Except as may be expressly provided m
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this Agreement no Party shall be deemed to have warved, released or modified any of its
tights under this Agreement unless such Party has expressly stated in writing, that it does

waive, release or modify such right,
15.  Modifications

Mo arnendments, changes or modilications to this Agreement shall be valid except if the same
are in wriling and signed by a duly authoerized representative of each of the Parties hereto.

16.  Seversbility

If anv term of this Agreement is held by a court of competent junsdiction to be mmvalid or
uncnforceable, then this Agreement, including all of the remaining temms, will temain in full
force and effect 45 1F such invalid or unenforceshle ternm had never heen includsl,

17. Interpretation

17.1 Headings. The topical headings used in this Agreement are for convenience only and
sha!l not be consmued ag heving any substantive significance or as indicating that all of the
provistons of this Agreement relating to any topic are 10 be found in-any parbcolar Aricle,

17,2 Singular and Plural. Reference to the singular meludes a reference to the plural and
VICE VETSa,

17.3  Include. The words "inclwde” snd "including” have an inclusive meaning, are used in
an illustrative sense and not a limiting sense, and are not intended to lunit the generality of
the description preceding or following such term.

18. Counterpart Execution

I'hiz Apreement mav be executed in counterparts and cach counterpart shall be decmed an
original Agrecment for all purposcs; providad that nenther Pariy shall be hound to this
Agreement until both partics have execuled a counterparl.  For purposes of assernhling the
counterparts into ong document, Theclosing Party 18 authorized o detach the signature page
trom one counlerpart and, after sipnature thereof by Receiving Party, attach each signed
sigmaturc page to a counterpart.

e 8 Entirety

This Agreement comprises the [ull and complete apreement of the Parties heréto with respect
to the disclosure of the Confidential Information and supersedes and cancels all prior
communications, understandings and agreements among the Partics with respect to disclosure
of the Confidential Informarion to the Receiving Party by the Disclosing Party, whether
written or oral, cxpressed or imphed.

2. Mo Third Party Beneficiaries

201 This Apreement is made for the benefit of the Parties, anv Affiliated Company of the
[hsclosing Party and their respective successors and permitied assigms.

2002 It1s the intention of the Parties that:

116




{a} any person who iz an Affiliated Company of the Disclosing Party; and
(b GNPC in respect of any GNPC Information,

has a right under the UK. Contract (Rights of Third Parties) Act 1999 to enforce or enjoy the
benefit of any term of this Agreement. Except as aforesaid, a person who is not a pany to
this Agreement has no right under such Act to enforee or enjoy the benefit of any term of this
Apreement.

0.3 MNotwithsianding eny provisions of this Agreement, the Parlies 1o this Agreement do
not require the consent of any thied party to vary this Agreement al any time provided thal the
consent of GNPC will be required for any variation which relates to any provision as it
applies to GNPC Infonmation.

1. Motices

All notices authomzed or regquired between the Parties by any of the provisions of this
Agreement shall be in writing. in English and delivered in person or by courier service ot hy
facsimile which provides written confirmation of complete transmission, and properly
addressed to such Parties as shown below., Oral communication and email do not constitute
notice for purposes of this Agrcement and cmail addresscs and telephone numbers for the
Parties are Hsted below ag o matier of comvenience only, A nofice given under any provision
af this Agreement shall be deemed delivered only when received by the Party to whom such
notice 18 directed, and the tme for such Party te deliver any notice in response o such
originating notice shall run from the date the originating notice is reecived. “Received™ for
purposes of this Article 21 shall mean actual delivery of the notice to the address or facsimile
address of the Party specified hereander. Each Party shall have the right to change its address
at any time and’/or designate that copies of all such notices be directed o another person, by
giving written notice thereof to all other Parties.

Disclosing Marty Name

Avcldress.

Adtention:
Fagsimile:
Erriail:

Telephons

Receiving Party Name

Address:

Attentionn:
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Facsirmile:
Email:

Telephone:

IN WITNESS WHEREOF the duly authomzed representatives of the Parbies have caused
this Agreement to be execuled on (he date hirst wnitlen above.

DISCLOSING PARTY
l ]

Slgnature:

Mame:

Title:

Dt

RECEIVING PARTY

L |
Siamature:

S ETTIG

Title:

Diate:







