PROCESS FOR AWARDING OPLs UNDER THE GUIDANCE INFORMATION FOR
PROSPECTIVE BIDDERS IN THE YEAR 2007 LICENSING ROUND

The guidance information for prospective bidders in the year 2007 licensing round
stipulates detailed process for the award of an OPL during the 2007 Licensing round as
described below:

PARTICIPATION IN THE PETROLEUM EXPLORATION AND PRODUCTION
OPERARTION IN NIGERIA

Only the holder of a concession or assignee or their accredited contractors can engage
in petroleum exploration and production operations in Nigeria. These concessions will
be allocated to operators based on Open Competitive Bidding.

Concessions or Licenses may be granted only to a company incorporated in Nigeria
under the Petroleum Act or any corresponding Law without Prejudice and the company
must be registered solely for Petroleum Business.

APPROVING AUTHORITY

The approval of the Hon. Minister of (Energy) Petroleum Resources is required for the
granting of an Oil Prospecting License (OPL)

ADVERTISEMENT

The Department of Petroleum Resources shall advertise all blocks available for bidding
in/on any of the following:

(i) National dailies and magazines
(i) International publication as approved by Government

(iif)  Dedicated DPR website, which shall also provide the platform for various bid
processes including registration, qualification, analysis and interactive
communication with bidders

APPLICABLE FEES FOR PARTICIPATION

An application form shall be provided by the Depart of Petroleum Resources (DPR) and
the non-refundable chargeable fees shall be as follows:

e Applicable Fee- $10,000.00 (Ten Thousand US Dollars ) per block
e Bid Processing Fee-$10,000.00(Ten Thousand US Dollars) per block

e Data Prying Fee- $25,000.00( Twenty Five Thousand US Dollars) per block



Data leasing:

o Seismic US $50,000
o Wells and Reports US $50,000

The application fees shall be paid to PTDF account, Processing and prying fees shall be
paid to NDR account (Diamond Bank).3D Visualization and Evaluation package may be
provided at a marginal incremental fee (10% of prying fees) to the account designated
by the service provider. When 3D visualization and evaluation is taken then data prying
fees will also to be paid to the services provider. Data may also be purchased/leased at
commercial rates from the holding companies, a list of which is available with DPR.

PRE- QUALIFICATION

The basic criteria for the qualification in order to qualify for participation in the Bid
Round are as follows

(1

(I

()

Evidence of Registration - The Company must be registered solely for
Exploration and production business. The following documents must be attached
to the application:

(a) Certificate of Incorporation
(b) Articles and Memorandum of Association

Evidence of Financial Resources - For companies intending to intending to
obtain operator status there should be a letter from a bank indicating that the
company is worth at least US $10,000,00.00(Ten Million Dollars) or
N1,000,000,00.00 (One Billion Naira) or in the case of a Nigerian company with
technical partner , they must have joint evidence of same amount. There must be
evidence also that the company has maintained an account balance of at least
One Billion naira or Ten Million United States Dollars for at least six months prior
to the date of application. For companies which intend to obtain upstream
acreage because of being involved in strategic downstream projects, should
demonstrate the ability to pay its equity participation by showing evidence of
bank statement for at least five hundred thousand naira or written consent from a
Nigerian or foreign financial institutions.

Evidence of the Company’s Technical Capability - Evidence of company’s
technical capacity, capability and track record with emphasis on experience and
expertise in exploration, development and production. The ability of applicant to
fully meet the objective of encouraging expeditious, efficient exploration to
identify the oil and gas resources of the nation will count.



(IV)

(V1)

Environmental Policies of Applicant - Detailed environmental policies of the
company should be stated with particular reference to environmental impact
analyses.

Local content - Government intends to make local content a compulsory item in
this Bid Round. Local content refers to those activities (or part of them) in the
proposed work programme which the applicant would mandate to the local
content partner proposed by applicant and approved by the Government. Lists of
the activities are published in the DPR website.

Evidence of Payments - This will include the payment of the application, bid
processing, prying and data leasing fees.

METHOD OF ASSESSMENT OF APPLICATIONS

The technical qualification will be based on the assessment outlined in items as
detailed in technical qualification for participation in the Nigeria 2007 bid round

(iii)

The Ministry is not obliged to grant any license on the basis of the application
received

There shall be no restrictions on the number of blocks that a company could
apply for as long as the application fees are paid for all blocks in respect of which
interest is shown

An Open, computer based competitive bidding process shall be employed in
evaluating all bids and awarding all the blocks in the Bid Round. A suitable web-
based tender registration and evaluation software system will be utilized as much
as possible to assure transparency and integrity of the process. This bidding will
occur in the following three phases:

(1) Companies Registration: The objective of this phase is to enroll companies

that are interested to participate in the Bid Round. The participating companies
will provide all required company technical, legal and financial information (see
items 9 above). All companies must pay the prescribed registration fees, bid
processing, data prying and data leasing fees entitle a company access to be
considered for technical evaluation.

All companies wishing to bid together in a consortium must register as one entity
which shall be incorporated on success.

QUALIFICATION FOR PARTICIPATION IN THE NIGERIA 2007 BIDROUND

The following criteria were used by DPR to evaluate the bids submitted during the



Nigeria 2007 Bid Round. The Technical Qualification was predicated upon a series of
weights assigned to the core competencies of each Bidder, related to each zone of
operation, as outlined below.

It was intended that the qualification process be simple, concise, transparent and
straight forward, and as such, it required that the general conditions outlined in the
template below was adhered by precisely. The information required and the processes
for qualification were as follows (Please see attached annex for a simplified template):

Legal Qualification| In order to secure legal qualification for this process, the
applicant is required to provide proof that applicant is a
company legally constituted, organized and functional. The
following documents (or equivalent) must be submitted:

1| Articles of - A certified complete copy of the Articles of Incorporation
Incorporation and By- laws of the applicant Company registered with
and Existence the Business Registry (or equivalent competent body) in

its country of incorporation; and

- An express declaration by the Company’s Accredited
Representative that there are no pending litigation, legal
proceedings or other circumstances which may lead to
the failure or bankruptcy of the Company.

- Foreign companies should present, along with the
documents listed above, an undertaking that, in the event
the Company is successful in the bidding, it will
constitute a company with its headquarters and
management in Nigeria according to Nigerian laws.

All applicants certified to be legally qualified will proceed to Financial Qualification

Financial Attainment of Financial qualification shall be based on

Qualificati the following parameters:

on

1| Financial The provision of acceptable Consolidated Financial
Statements/Audi | Statements for the applicant Company (the one that is to
tors Report provide the guarantees required under the Production

Sharing Contract or Sole Risk Agreement). These
statements should be audited (by an independent auditor).




2| Credit Rating « The applicant Company’s present and historical credit
rating, in the case of a foreign company from Standard &
Poors Rating Services and/or

Moody’s Investor Services ratings, if available or lines of
credit, credit agreements, and any other bank reference.

« Description of long-term debt, including major lease
obligations, and identification of major assets,
which are the subject of financial security
arrangements.

« Description of any material contingent liabilities or
obligations not reflected on the Company’s Balance
Sheet and accompanying notes which may impact
the future activities of the Company.

« Details of medium-term plans, if these are expected
to materially alter the financial status of the
Company.

« Any additional information supporting the financial
capacity of the applicant.

Financially qualified companies will be responsible for
providing the Financial and Performance Guarantees
required in the Production Sharing Contract or Sole Risk
Agreement.

Companies intending to obtain operator status shall present
a letter from their bank ascertaining a worth at least US
$10,000,000.00 (Ten Million Dollars) or N1, 000,000,000.00
(One Billion Naira) or, in the case of a Nigerian company
with technical partner, joint evidence of same amount.

COMMERCIAL EVALUATION PARAMETERS

The Commercial Bids shall normally be based on the following four parameters:
1. Signature Bonus (Weight 40%): The maximum is scored by bids that are twice
the minimum or more. Bids are then evaluated at percentage over the minimum.
2. Cost Qil Ceiling (Weight 20%): The maximum is scored by bids that specify 70%
or below. Bids are then evaluated at percentage below 80%



3. Local Content (Weight 20%): The percentage of the work programme
commitment to score the minimum is 30%. Bids are scored according to the
percentage of work commitment prorated below 30%.

4. Work Commitment. (Weight 20%): The maximum is scored by bids that are twice
the minimum. Bids are then evaluated at percentage over the minimum.

All applicants who have been certified to be financially qualified will proceed to
Technical Qualification. Technical Qualification will be predicated upon a series
of weights assigned to the core competencies of each Bidder, related to each
zone of operation, as outlined below. The qualification of the Strategic Partners
will proceed in parallel, predicated upon its own series of weights.

Technical The Technical Qualification is not intended to disqualify
Qualificati any application, rather, to determine the zones or blocks
on in which the applicant is deemed most suited to

participate. These zones are Deepwater, Continental
Shelf, Onshore Niger Delta, and the Inland Basins of
Benue and Chad. The Technical Qualification will be
based on the company’s demonstrated experience in oil
and gas exploration and production activities.

1| Type or The type of participation sought should be clearly stated,
Participation bearing in mind that qualification, as an Operator is
(Operator, required in order to bid alone on a Block. Conversely, a
Strategic Strategic Downstream Partner that is not a qualified EP
Downstream operator shall be required to present a qualified EP
Partner) operator to sign the production sharing contracts. Each

qualified operator or Strategic Downstream Partner shall
be required to present a local content partner.

2| Exploration and Technical qualification will be based upon the
demonstrated capability of the group controlling the
applicant Company. For

Production Companies that are not in the exploration and
Experience production business, or only requiring qualification
as a Non-Operator, an overview of their activities in
their primary business(es). For Companies that
seek qualification as an Operator, full information
supporting their operating capability. This should
include information on areas in the world where
current exploration and/or production activities are
conducted, along with current and recent (last five
years) production and investment (exploration and




production separately) levels (eg details of each
area of engagement - country, terrain, etc - How
many onshore, shallow water or deepwater blocks
ever operated) Detailed information should be
provided separately by operated and non- operated
production, as well as specific reference to the
extent and location of the Company’s (as operator
and/or non-operator) activities in comparable zones
in which operatorship is sought. For example,
applicants seeking operatorship in deepwater
should present relevant deepwater experience etc.

Record of
Performance in
Health Safety and
Environment (HSE)

For applicants seeking operatorship status, provide
an outline of your HSE policies and management
which may include the following to obtain maximum
points;

Previous experience in adverse (hostile or difficult)
environment

Experience operating in environmentally sensitive
areas such as protected habitats

- Current or past, operations in environments harboring
indigene populations, and if so, what enhancements
related to training and employment, technology
transfer and local services utilization did Applicant
provide.

- Organizational chart showing Applicant’s management
structure (directors/managers/personnel) with specific
responsibility for HSE issues up to and including board
level.

Details of Applicant's HSE Management System
(HSEMS), including details of any external certification
(e.g. ISO 14001 and/or EMAS accreditation) or
verification (by whom, when, and proposed date of
next verification). A copy of the Provide proof of
Applicant’'s HSE Policy Statement together with details
of (i) the mechanisms that are in place to implement
changes to the policy,

(i) how the policy has been communicated to all

staff, including sub-contractors; and (iii) how the

policy is reviewed and audited and the dates of the




last reviews.

- Copy of Applicant's HSE Management System manual
(or similar) together with information on the scope of
that management system in terms of sites, activities
and management control.

Brief detail of the HSE training carried out by the
company, including dealing with pollution
incidents.

Brief detail of the key management processes in
place to control major HSE issues or concerns of
Applicant’s activities and to ensure that operations
are carried out in an environmentally responsible
manner. These may include, but not be limited to,
procedures for: environmental impact assessment;
HSE audits; identification of applicable legislative,
regulatory and policy requirements; management of
contractors, sub-contractors; and procurement.

Indication of what performance indicators is used to
monitor HSE performance. Where applicable, please
provide results of this performance monitoring to show
performance trends.

- Quantified objectives and targets for HSE improvement
and, where applicable, an assessment of current
performance against stated targets and objectives.

Information on assessment procedures used to
monitor the HSE commitment and performance of your
contractors, sub-contractors and suppliers, including
any audit programme and, if possible, a copy of the
last audit reports.




Scoring of the
Technical
Capabilities

The objective of this exercise is to determine the zones
where a Bidder is most competent to operate through a
series of weights assigned based on the information
provided by the Bidder. A bidder may qualify as
operator or strategic partner, or both.

Those qualified as operators are classified in three
categories:

d. Class (A) operator: qualified to operate in the deep
offshore and frontier inland basins;

e. Class (B) operator: classified to operate in blocks
located in Niger Delta shallow waters or onshore and
Inland basins; and

f. Class (C) operator: qualified to operate in marginal
Niger Delta shallow waters or onshore only.

The classification of the Company as an Operator “A™”, “B”,
or “C” will be established from the following parameters:

1 |Level of ail
equivalent
production

1 (one) point will be awarded for each 10,000 barrels per
day of oil equivalent production, up to a maximum of 30
(thirty) points. Only operated production will be considered

2 [Exploration and
Production
operations

5 (five) points will be awarded for each terrain (onshore,
shallow water, deep water) that the Bidder has
demonstrated prior involvement, as Operator, in exploration
status.

5 (five) points will be awarded for each terrain (onshore,
shallow water, deep water) that the Bidder has
demonstrated prior involvement,

as Operator, in production status.

Bidders that can prove their experience in providing
technical services to the oil companies, or that have
activities as non-operators, will be awarded 5 (five) points for
each relevant zone (onshore, shallow water, deep water) in
the exploration phase and 5 (five) points for each relevant

zone (onshore, shallow water, deep water) in the production




phase.

Exploration and
production
operations in
challenging
technology
environment.

10 (ten) points will be awarded to companies that can
provide evidence of their experience in technically
challenging environments (for example, deep drilling, drilling
in high pressure and temperature conditions, incremental oil
recovery etc.)

Experience with
operations in

environmentally
sensitive areas:

10 (ten) points will be awarded to companies that can
provide evidence of their operations in environmentally
sensitive areas and present a track-record of care for the
environment, management of indigene population,
development of host communities etc.

Evidence of Companies that can prove the presence of a lively and
Functional HSE compliant HSE standards and management will be awarded
Management 20 (twenty) points.

System and

Compliance:

Evidence of Companies can give evidence of deep pocket or risk money
operations inless  in new hydrocarbon provinces and basin where the geology
understood is not well understood will be awarded 20 (twenty) points in

geological basins

the respective zones of experience (Chad, Benue and
Anambra).

Overall experience
in international
operations:

Companies with proven operational experience of
exploration and production of oil and natural gas in more
than 1 (one) Deepwater Provinces around the world will be
awarded 20 (twenty) points.

Demonstrable
Potentials:

Companies without demonstrable operating experience, but
who nevertheless wish to be considered for “B/C” operator
classification or strategic partners, should submit detailed
curriculum vitae for employees with relevant exploration and
production or downstream oil and gas operating experience
detailing their engagement arrangements with the company.
The number of professionals contracted in Nigeria, their

experience in oil and gas related activities and the nature of




their relationship to the company (service contractor,
temporary contract, part-time dedication, exclusive
dedication, etc.) will be taken into consideration. 5 (five)
levels of points will apply — 40 (forty), 30 (thirty), 20 (twenty),
10 (ten) and O (zero) based on the quality and quantity of the
relevant competencies for the exploration programme
(seismic, drilling, HSE and Oil and Gas Project
Management) . 40 (forty) points will be awarded for a
professional team considered “excellent”, 30 (thirty) points
for a professional team considered “very

good”, 20 (twenty ten) points for a professional team
considered

“good”, 10 (ten) points for a professional team considered
“average” and 0O (zero) points for a professional team
considered “inadequate”.

Qualification Criteria

The zones in which the bidding company scores the highest
points indicate the zones in which the bidding company is
most suited to participate as operator. For the purposes of
categorizing each bidding company’s technical qualification
as operator, the following criteria will apply:

« From 1 (one) to 39 (thirty-nine) points: Strategic
Partners

« From 40 (fifty) to 69 (sixty-nine) points: “C”
Operator;

« From 70 (seventy) to 99 (ninety-nine) points: “B”
Operator;

+ 100 (one hundred) points or more: “A” Operator.

In the interest of minimizing the required time for the
technical qualification process, the Bid Committee suggests
that the information be concise, clear and objective, and




focused to that which is solicited by the Bid Committee or
other factors relevant to evaluation of the technical
qualification.

PS:

» A simple template has been provided (see Annex) as
a guide

» The bid committee reserves the right to alter the
scoring as it deems appropriate

» Any such changes shall be communicated to the
affected applicants.

» Applicants will have the opportunity to challenge
their scores by the bid but the bid committee shall
have the final say

Companies must submit a technical summary with one or
two pages of the technical submission, warranting clearly
that it is a fair and true summary of the technical information
submitted. This summary must be signed by the Accredited
Representative of the company.

ANNEX

TECHNICAL QUALIFICATION TEMPLATE FOR PARTICIPATION

IN THE NIGERIA 2007 BID ROUND

In order to participate in the Nigeria 2007 Bid Round, each bidder shall complete the
following Technical Qualification Template.

Preparation of Bid Document It is intended that this qualification process be simple,
concise, transparent and straight forward, and as such, it requires that the general



conditions outlined in the Technical Qualification For Participation In The Nigeria
2007 Bid Round document and the template below be adhered to precisely while
completing the template.

A. General Conditions Bidder’s Response

1a | The name of the Company

b. | Declaration of Controlling Entities
or

Persons in the company (Please
attach

details)

2 | Zone or Block(s) being applied for

3 | Accredited Representation

(Please attach duly signed
power of attorney)

4 | Contact Address of Accredited
Representative (include
telephone, fax and e-mail
address)

5 | Declaration

(Please attach A duly signed
Cover Letter, signed by the
Accredited Representative
certifying the Technical
Qualification submission)

6 | Confidentiality Agreement (duly
signed by Accredited
Representative)

B. Legal Qualification




1a.

Articles of Incorporation and
Existence (Please attach a
certified copy)

Declaration by the Company’s
Accredited Representative
(that there are no pending
litigation, legal proceedings or
other circumstances which
may lead to the failure or
bankruptcy of the Company).

Undertaking to constitute and
register a company with its
headquarters and management
in Nigeria according to Nigerian
laws (To be presented by foreign
company only)

C. Financial Qualification

1

Financial Statements/Auditor’s
Report (Please provide a
Consolidated Financial
Statements/Auditor’s report duly
audited by an independent
auditor)




Credit Rating: Please provide
details of the:

a. Company’s present and
historical credit rating, (in the
case of a foreign company from
Standard & Poors Rating
Services and/or Moody’s
Investor Services ratings, if
available or lines of credit, credit
agreements, and any other bank
reference)

b. Description of long-term debt,
including major lease
obligations, and identification of
major assets, which are the
subject of financial security
arrangements

¢. Description of any material
contingent liabilities or
obligations not reflected on the
Company’s Balance Sheet and
accompanying notes which may
impact the future activities of
the Company.




d. Details of medium-term
plans, if these are expected to
materially alter the financial
status of the Company

e. Any additional
information supporting the
financial capacity of
applicant.

f. Companies intending to
obtain operator status shall
present a letter from their bank
ascertaining a worth at least
US $10,000,000.00 (Ten Million
Dollars) or N1, 000,000,000.00
(One Billion Naira) or, in the
case of a Nigerian company
with technical partner, joint
evidence of same amount.

D. Technical Qualification

1

Type or Participation

(Please indicate whether as
Operator, , Strategic
Downstream Partner)

Exploration and
Production Experience

(Please attach required details)




3 | Outline of Health, Safety
and Environment (HSE)
Policies and Management

(Detailing HSE organisational
chart, HSE management
system, Policy statements,
change control, copy of HSE
management system manual,
HSE training plans, key
management processes in
control of major HSE incidents,
HSE performance monitoring
indicators, adherence to
applicable regulatory and
legislative standards)

E. Scoring of the Technical Capabilities

(The classification of the Company as an Operator “A”, “B”, or “C” will be established
from the following parameters). Please provide the required information:

1 | Level of current oil
equivalent production

2 | Exploration and
Production operations
in each terrain:

(provide relevant detail
information as stated in the
technical qualification brief
whether as an operator,
technical service provider or
non operator in the exploration
and/or the production phase )

a.
b. Onshore
c. Shallow water

Deep water




3 | Exploration and production
operations in challenging
technology environment.

(for example, experience in
deep drilling, drilling in high
pressure and temperature
conditions, incremental oil
recovery efc.)

4 | Operations in
environmentally sensitive
areas:

(Experience in environmentally
sensitive areas and present a
track- record of care or plan for
the environment, management
of indigene population,
development of host
communities etc.)

5 | Evidence of Functional HSE
Management System and
Compliance.

6 | Evidence of operations
in less understood
geological basins

(evidence of deep pocket or risk
money experience in new
hydrocarbon provinces and
basin where the geology is not
well understood )

The Minimum Work Program
Parameter Type of Block Condition Description

Deep water and inland | 80%
Basin
70%



Work program
Commitment

(Companies are  not
required to acquire seismic
more than the area of the
block bidded for)

Deep water

Phase 1: 5 years
e 1 wells + 500sq.km
of 3D seismic
e Performance bond
of US$75 million
Phase 11 :5years
e 2 wells +500sq.km
of 3D seismic
e Performance bond
of US$ 120 million

Continental Shelf, Swamp
& Onshore

Phase 1:5years
e 1 well + 500sq.km
of 3d seismic
e Performance bond
of US $25 million
Phase 11: 5 years
e 2 wells + 500 sq.km
of 3D seismic
e Performance bond
of US$60million

Inland basin Phase 1:5 years
e 1 well + 1000km of
2D seismic
e Performance bond
of US $15 million
Phase 11: 5 years
e 1 well +1000km of
2D seismic
e Performance bond
of US $15 million
Local content Deep Water 25% of the work
commitment (maximum)
Inland Basin Not Applicable

Continental Shelf, Swamp
& Onshore

40% of the work
Commitment (maximum)




e Thus one would need to ensure that the local partner proposed to DPR is capable
of

o Managing_25%/40% work commitment
o Providing — at least 10% of equity funding
NB

The above 3D seismic coverage is applicable except where the area of the block is less
than the stipulated coverage. Moreover, where the companies purchased data, the data
will be part of the minimum work programme which is not cost recoverable.

RIGHT OF FIRST REFUSAL

It is the key objective of Government to develop the downstream sector, refining up to
50% of national crude oil production in country, develop the downstream gas sector that
will eliminate routing flaring by 2008. Furthermore development of linked sectors of the
economy such as transportation, power and agriculture as encouraged through the
linkage of committed downstream projects to upstream block allocation. Any applicant
who has committed to substantial downstream projects strategic to the development of
Nigeria may be granted the Right of First Refusal on a number of blocks depending on
the level of downstream commitment to provide the required value integration and risk
sharing necessary to encourage or guarantee the downstream project.

Such application can be made by the applicant to the Honorable (Energy) of Petroleum
Resources and the downstream commitment evaluated by the DPR before or during the
process of technical qualification.

The companies granted the Right of First Refusal on certain blocks shall be announced
prior to the completion of technical evaluation such that all applicants for the same
blocks shall be well informed.

The bidding conference shall determine the value of the blocks and the company with
the Right of Refusal shall be requested to match the highest bonafide bid failing which
the block will go to the highest bidder.

BIDDING CONFERENCE

The companies offer the commercial bids on the date set for the bidding conference.
The bidding shall normally be a two day event to which all stakeholders — industry,
Government, the bidding and participating companies, press etc. — are invited. The
offers are presmted openly, verified, evaluated and announced on the spot, with the aid



of a computer system and the result displayed on a video screen in front of the
audience. The session would open with Commercial Offers

a. Registration involving the following:

Session opening at specific and pre-announced time (stakeholders should
arrive at session location prior to the hour established);

Delivery of offers (specific registration form in an opaque envelope);

Delivery of offer in magnetic media such as CD-ROM or floppy

b. Offers analyzing and comparisons — This process is composed by:

Companies’ representatives are accredited for the bidding round

The company’s representative is called to place their offer in an envelope
and deliver an electronic copy on disk to the Bid Round staff.

The company’s representative places the offer envelop and waits for the
opening;

The bidding round staff pronounces the opening of each envelop
(provided by the company’s representative);

The offer is validated and checked against the electronic copy (checking
for errors or offers not adherent to requirements)

The analysis of the offer is done based on the given parameters and
weights and appended with the others for the block to finally establish a
highest bid for the block

The company offering the highest bid will be requested to pay 50% (fifty
percent) of the offered Signature Bonus for the offer to be considered
bonafide.

If the highest Bidder fails to pay 50% (fifty percent) of the offered
Signature Bonus the bid is considered non-bonafide and the offer goes to
the second highest bidder and so on until the a bonafide bid is
established.

If there is a Right of First Refusal on a block, the company with such a
right is invited to match the offer. Should the company not match the offer,
the block goes to the highest bonafide offer as the winner.



e If there is no Right of First Refusal, the block is won by the company with
the highest bonafide offer.

c. Announcement of results — This process is based on public announcement of
results to stakeholders, by website, press (official or private) and also instantly to
BID Round participants through wide screen panel.

All equity in each block that is available for bidding shall be publicly announced together
with the names of the companies and equity allocated to non-operators. The minimum
equity that can be allocated to non-operators shall be 10% but all commercial bids shall
be on a 100% basis.

The winning offer determines the signature bonus, work commitment, local content and
downstream commitment (if any), to which the participants in the block have to abide.
Any participant who is unwilling to abide, may drop out at this stage and it is allocated
equity redistributed.

The commercial bidding shall proceed to terrain basis according to a programme that
will be pre-advertised and stakeholders will choose which events to attend.

CLOSING OF THE BID ROUND
The closing is the last part of Bid Round overall process and is composed of:

a) Finalizing the PSC document — Finalization of draft contract by including the
company data and concluding the downstream commitment if any. Blocks less
than 250 sq. km in area shall not be required to relinquish 50% at OML
conversion.

b) PSC Signing — The PSC agreement is standard and subject to negotiation and
shall be signed within 30 days of award.

c) Blocks in more than 2.5km water depth shall be Royalty during the first 5 (five)
years of production.

BID WINNER AND CONTRACT SIGNING

a. Announcement of the winner: Announcement of results to stakeholders is
done through certain channels - website, press (official or private) and also
instantly to the Bid Round participants through wide screen TV platforms.

b. Closing of the Bid Round: The closing is the last part of the Licensing Round
overall process and is composed by:

|.  Finalization of the draft PSC Agreement by including the company data
and adjusting specific clauses of contract.



Il.  PSC Signing -Effective signature of contract and dissemination of relevant
information about it to the other relevant arms of Government -NNPC,
FMF, Justice, FIRS etc. The main objective here is to synchronize
information about the PSC agreement and allow further follow-up of
company activities.

PAYMENT OF SIGNATURE BONUS AND OTHER AWARD FEES

l.  50% of the bid amount to shall be due for payment at the conference with a
certified bank draft in favour of CBN/Accountant General FGN Account (for each
block of interest — this would be non-refundable in case of a win bid).

II.  50% being balance of the Signature Bonus shall be due for payment on or before
the date of signing the PSC, by Telegraphic Transfer only using the following
account details:

Bank: JP Morgan Chase Bank, New York
Acct. Name: CBN/Accountant General FGN Account.
Acct. No: 400-225220

Swift Code:  CHASUS 33

ABA Code: 021000021

WORK OBLIGATION

For each license block, the work programme which a prospective concessionaire must
be committed to in respect of an OPL is determined in the commercial bidding process.
Failure to meet the specific work obligations as required by the terms of award shall
lead to early termination of the license and withdrawal of all rights and privileges
pertaining there to in accordance with the provisions of the Petroleum Act No. 51 of
1969 as amended and Deep water Block Allocations Regulations.

STATE PARTICIPATION

The Hon. Minister of (Energy) Petroleum Resources may decide that the Nigerian
Government shall participate in Petroleum activities through its agents in any block in
accordance with the provisions of the Petroleum Act No. 51 of 1969 as amended and
Deep Water block allocation to Companies (Back — in — Rights) Regulations 2003.

OPERATOR

When granting a License, the Ministry shall appoint or approve an operator. Any change
of operatorship must be approved by the Honourable Minister of (Energy) Petroleum



Resources. An Operator must have an interest in the License and would cease to be
the operator if interest terminates or expires.

TERMINATION

i. If within three (3) years of the grant of a concession, the company fails to show
verifiable evidence of efforts made to meet the required work programme, the
Honourable Minister of (Energy) Petroleum Resource shall, on the
recommendation of the DPR, withdraw such a concession.

ii. If on the other hand, there is satisfactory performance, the OPL shall be renewed
for the remaining life span of the license.

TYPES OF LICENSES AND LEASES
i Oil Prospecting License (OPL) Rights and Obligations

This confers exclusive rights of surface and subsurface exploration for the production of
petroleum in an area not more than 2590 sq. km. (1000 sqg. miles) in size. The OPL
shall be granted in inland basins for an initial period of three (3) years with the option of
renewal for a maximum period of two (2) years. For the deep water blocks and frontier
basins the exploration period in ten (10) years, broken into two five year periods which
automatically roll over unless otherwise withdrawn due to non-performance.

ii. Oil Mining Lease (OML)

A Licensee who has fulfilled the work commitment according to paragraph 30 (b) and 31
of the Petroleum (Drilling and Production) Regulations of 1969 and the conditions
otherwise applicable to the individual license may request that the license be converted
to an OML. An OML is granted upon confirmation of potential for economic production
of petroleum from the license. The OML grants exclusive rights to explore, win, produce
and carry away petroleum from the relevant area. The regulation size is 50% of the
OPL, the other 50% of which shall revert to DPR (unless less than 250sq.km in area)
and the specified duration is 20 years. Only the holder of an OPL is entitled to apply for
conversion of Oil Prospecting License to an Oil Mining lease, through the Department of
Petroleum Resources (DPR) for approval.

GRANT OF OIL MINING LEASE (OML)

The production of 25,000 barrels per day will be required as the minimum production
level (commercial quantity) for conversion of a deep offshore OPL to an OML. However,
for other areas, a production level of 10,000 barrels per day is required as indicated in
schedule |, section 2 paragraph 8 (b) and 9 of the Petroleum Act 1969 as amended.



