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ESTABLISHMENT OF THE COMMITTEE

' The Mediation Committee on the Energr Bill (National Assembly Bill No' 50 of

20 i 5) and the Petroleum (Exploration, Development and Production) Bill

(National Assembly Bill No. 44 of 20151 was constituted by the Speaker of the

National Assembly pursuant to Standing Order 149(21 of National Assembly

and the Speaker of the Senate pursuant to Standing Order 154(2) of the Senate

on 15e August, 2016, and 18fr August, 2016, respectiveiy.

MEMBERS OF THE COMMITTEE

Sen. Gideon Moi, M.P

Hon. Jamleck Kamau, EGH, M.P

Hon. John Olago Aluoch, M.P

Hon. Onesmus Muthomi Njuki MP

Sen. Kiraitu Murungi, M.P

Sen. David Musila, M.P

Chairperson

Vice- Chairperson

Members

MANDATE

The Mediation Committee derives its mandate from Article 113 of the

Constitution of Kenya and the National Assembly Standing Order No- 149 and

Senate Standing order No. 154. The Committee was established to develop a

version of the Energr Bill (National Assembly Bill No' 50 of 2015) and the

Petroleum (Exploration, Development and Production) Bill (National Assembly

Bill No. 44 ot 2Ol5l and in particular clause 57(e)(i) of the EnerS' Bill, 2015

and clauses 12, 17, 48 and 49 of the Petroleum (Exploration, Development and

Production) Biil, 2015 that would be presented to both Houses for approval as

provided for under Nationa-l Assembiy Standing Order No. 149(6) and Senate

Standing Order No. 154 (6).

METHODOLOGY

The Committee held its meeting on 23'd August, 2016 and elected Sen. Gideon

Moi, M.P and Hon. Jamleck Kamau, EGH, M.P as Chairperson and Vice-
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Chairperson respectively. The Committee thereafter deliberated on clauses

12(21, 17(l)(ex0, 48 and 49 of the Petroleum (Exploration, Development and

Production) Bill,2015 which were in contention.

RESOLUTIONS

The Committee deliberated on the contentious clauses and unanimously

agreed on a version of the Bill to be presented to both Houses for approval.

The agreed version of the Bill and the minutes of the proceedings of the

Committee are appended to this report.

ACKNOWLEDGMENT

The Committee thanks the Oflices of the Speakers and the Clerks of the

National Assembly and the Senate for the necessary support extended to it in

the process of considering the BiII.

The chairperson thanks a_11 the Members of the committee for their sacrifice,

commitment and selflessness to the cause of the mediation process that

facilitated the achievement of consensus.

Mr. Speaker Sir,

It is now my pleasant duty and privilege to present and commend this report of

the Mediation Committee including an agreed version of the Petroleum

(Exploration, Development and Production) Bill (National Assembly Bill No' 44

of 2015), for consideration and approval by the House pursuant to Article

1f 3(2) of the Constitution and Standing Order 150(1) of the National Assembly

Standing Orders and Standing Order 155(3) of the Senate Standing Orders-
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SIGNED oorr2.r3..
g lc

SEN. GIDEON MOI, M.P. - CHAIRPERSON

",rleoare...?12./...?.SIGNED,....

I

THE HON. JAMLECK KAMAU, EGH, M.P - VICE - CHAIRPERSON
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1.O BACKGROUND

The Petroleum (trxploration, Development and Produclion) Bill (National '
Assembly Bili No, 44 of 2Ol5), was published on l l ttt August, 2015 as a Bill

originating in the National Assembly. The Bill underwent the First and Second

readings and was subjected to public participation as required by Article 118 of

the Constitution and Nationai Assembly Standing Orders and was passed on

3'd May, 2016.

Subsequently, the Bill was referred to the Senate for consideration pursuant to

Nationai Assembly Standing Order No. L42 and were passed by the Senate with

amendments on 14th JuIy, 2016.

Pursuant to Article 110(4) of the Constitution ald the provisions of Standing

Orders 4O(1) and 149 of the Senate Standing Orders, the Senate conveyed a

message to the National Assembly seeking the concurrence of the National

Assembly to the amendments made to the Petroleum (Exploration,

Development and Production) Bill (National Assembly Bill No. 44 of 2015\.

The National Assembly, during its sitting of th 10ft and 1 le August, 2016

considered the proposed amendments by the Senate and by a resolution

rejected the Senate's amendments clauses 12(21, I7(Ll(e)(il, 48 and 49 of the

Petroleum (trxploration, Development and Produclion) Bili, 2015.

Consequently, and pursuant to National Assembiy Standing Order No. i49 and

Senate Standing Order No. 154, the Bill and specilically clauses 12(2),

17(1)(e)(i), 48 and 49 of th-e Petroleum (Exploration, Development and

Production) Bi11, 2015 were referred to a Medialion Committee with the sole

objective of developing a version of the Bill that would be presented to both

Houses for approval.
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2.O RESOLUTIONS OF THE MEDIATION COMMITTEE ON THE

PETROLEUM (EXPLORATION, DEVELOPMENT AND PRODUCTIONI

BILL,2()15

The Committee held one sitting on 23.d August, 2016 and unanimousiy

resolved the contention on clause clauses 12(2\, 17(l)(e)(i), 48 and 49 as

follows:

A. Clause as proposed by Senate

Clause 12121

THAT clause 12 of the Bill be amended -
(a) in sub-clause (2) by inserling the following new pzragraph immediately

after paragraph (i) -
fi) one person nominated by the Kenya Private Sector Alliance from

ttreir member organizations who has demonstrated competence

and capacity in matters related to ttre petroleum sector.

The Cornrnittee recommendation.

The Committee agreed to drop the amendment to sub-clause (2).

Justification: the Advisory Committee is an inter-ministerial committee and

KEPSA membership in the Committee would create conflict of interest.

B. Clause as proposed by Senate

Clause 17

THAT clause 17 of the Bill be amended in sub-clause (1) by deleting paragraph

(e) and substituting therefor the following new paragraph -
(e) frve other members appointed by the Cabinet Secretary out of whom -

(i) one person shall be nominated by the Kenya Private Sector Alliance;

(ii) one person with knowledge and experience in matters relating to

the petroleum from an institution of higher education.
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The Committee Recommendation

The Committee agreed with the amendment.

Justification: the possibility of conflict of interest through the membership of

KEPSA in the Board was insignificant noting the nature of the membership of

the Board of Directors of the Authority. Further, there is need to have the

interests of the private sector a-lso represented in the Board in light of the fact

that the Board is largely dominated by representalives from government.

C. Clause as proposed by Senate

Clause 48

THAT clause 48 of the Biil be amended -
(a) in sub-clause (1) by deleting the words "with the approval of the cabinet

Secreta4/' immediately after the words "contractor sha-ll appoint";

(b) in sub-ctause (2) by deleting the words "with the approval of the Cabinet

Secretaq/' immediately aJter the words "another operator";

(c) by deleting sub-clause (3).

The Committee recomrnendation.

The Committee agreed with the amendment.

Justification: There is need to remove the requirement for approval by the

cabinet Secretary when a contractor is engaging an operator as the contractua-l

relationship is oniy bet'ween the contractor and the operator. Further, the Bili

in clause 10(1)(c) and (l) already empowers the cabinet secretary to generally

oversee the upstream petroleum operations and this will ensure that

contractors and operators comply with the petroleum agreements.

D. Clause as proposed by Senate

Clause 49

THAT ciause 49 of the Bill be amended in sub-clause (6) by deieting the word

"ten" appearing immediately after the words "not less than" and substituting

therefor the word "two".
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The Committee recommendation.

. The Committee agreed with the amendment as it seeks to reduce the

imprisonment term from not less than ten years to not less than two years.

Justification
The amendment seeks to realign the penalty with the nature of the offence.

4.O ADOPTION OF THE REPORT

We the members of the Mediation Committee on the Energz Bill (National

Assembly Bill No. 50 of 20 i 5) and the Petroleum (Exploration, Development

and Production) Bill (National Assembly Bill No. 44 of 2OL5) have adopted this

report and affix our signatures to affirm our approval and conlirm its accuracy,

validity and authenticitlz -

l Sen. Gideon Moi, M.P ..... \
t-

2. Th,e Hon. Jamleck Kamau, EGH, M.P

3. The Hon. John Olago Aluoch, M.P

4. The I{on. Onesmus Muthomi Njuki MP

5. Sen. Kiraitu Murungi, M.P.....

6. Sen. David Musila, M.P
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Annexes:
1. Minutes of the proceedings of the Committee.
2. Message to the Senate
3. Message from the National Assembly
4. The Mediated version of t1e Petroleum (Exploration, Development and

Production) Bill, (National Assembly Bill No. 44 of 2Ol5l



MINUTES OF THE FIRST SITTING OT THE MEDIATION
COMMITTEE ON THE ENERGY BILL (NATIONAL ASSEMBLY BILL
NO. sO OF 2015) AND THE PETROLEUM (EXPLORATION,
DEVELOPMENT AND PRODUCTTON) BILL {NATIONAL ASSEMBLY
BILL NO. 44 OF 2O15I HELD ON TUESDAY, 23RD AUGUST, 2016 IN
COMMITTEE ROOM 5, 1ST F.LOOR, MAIN PARLIAMENT BUILDING
AT 10.()4 A.M.

APOLOGIES
1. Sen. Kiraitu Murungi, MP
2. Sen. David Musila, MP

IN ATTENDANCE

Chairperson
Vice Chairperson

Clerk Assistant
Senior Legal Counsel
Legal Counsel
Clerk Assistant
Pupil
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Mr.
Ms.
Ms.
Ms.
Ms.

Amos Kiangwe
Josephine Kusinyi
Jemimah Muriithi
Kavata Musyoka
Lillan Waweru

MrN.NO.1/23 /a/2016 PRELIMINARIES
The meeting was called to order at 10.04 am and followed by a word of
prayer by Sen. Gideon Moi. Thereafter introduction of those present
followed.

MrN.NO.2/23 la/2Ot6 ADOPTION OF THE AGENDA
The agenda was adopted after being proposed by Hon. Kamau and
seconded by Hon. Olago.

ELECTION OF THE
CHAIRPERSON AND VICE
CHAIRPERSON

Sen. Moi was unanimously elected as the Chairperson and Hon
Kamau was likewise elected as the Vice Chairperson.

MESSAGE FROM THE
NATIONAL ASSEMBLY TO THE
SENATE ON THE ENERGY BILL
INATIONAL ASSEMBLY BILL
NO. 50 OF 2O15I AND THE
PETROLEUM EXPLORATION
DEVELOPMENT AND

1

PRESENT
1. Sen. Gideon Moi, MP
2. Hon. Jamleck Kamau, MP
3. Hon. Olago Oluoch, MP
4. Hon. Onesmus Njuki, MP

MLN.NO. 3123/al20L6

IiltrrN.NO. 4123/a/2016

PRODUCTIONI BILL (NATIONAL



ASSEMBLY BILL NO. 44 OF
2015)

Members were taken through the message from the National
Assembly. Having deliberated on the Senate amendments to the
Enerry Bill (National Assembly Bill No. 5O of 2015) and the Petroleum
(Exploration, Development and Production) Bill (National Assembly
Bill No. 44 of 20751 the National Assembly rejected-

(i) The Senate amendment to Clause 57(e)(i) of the Enerry
Bill (Nationai Assembly Bill No. 50 of 2015); and

(ii) The Senate amendments to clauses 12(1), 17(1)(e)(i), 48
and 49 of the Petroleum (Exploration, Development and
Production) Bill (National Assembiy Bill No. 44 of 2Ol5l,

CONSIDER.ETION OT THE
CONCERNS R.EISED BY THE
NATIONAT ASS MBLY ON THE

ASSEMBLY BILL NO. 50 OT 2OI5)
AND THE PETROLEUM

LOR.6,TION
DEVELOPM T
PRODUCTION) BIIL (NATIONAL
ASSEMBLY BILL [O. 44 Of 2015)

Members present were taken through the concerns raised in the
Petroleum (Exploration, Development and Production) Bill (National
Assembly Bill No. 44 of 2Ol5l and raised the foliowing issues-
(i) By including KEPSA to comprise part of the advisory committee,

it would present a conflict of interest, as they are a key profit-
making player in the industry. Further, it should not be
involved in inter-ministerial business;

(ii) However noting that KEPSA is a key player guiding the industry
and facilitating a conducive environment to conduct business, it
should be represented in the Authority's Board of Directors;

(iii) It was noted that the Cabinet Secretary should not play a role in
the approval of an operator in relation to the petroieum
agreement as it may pose a conflict of interest. He has residual
powers to terminate the process at anytime he determines that
the contractors/ operators have not fulfilled terms of the
agreement. Further the agreement should be amongst the
contractors and operators as they have tJ. e technical expertise
on the industry and they work pursuant to the provisions of the
relevant laws and t1.e petroleum sharing agreement as well as
the joint operated agreement; and

(ir) There is need to establish parameters that shouid guide the
Cabinet Secretary when approving the contractor and what
recourse should be taken if the Cabinet Secretary rejects a
contractor

Z
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Members present were taken through the concerns raised in the
Enerry BiIl (National Assembly Bill No. 50 of 2015) and concurred
with the proposals by the Senate.

During the discussions Members considered and adopted the
amendments for tabling in the House as follows-

Petroleum {Exnloration. Development and Produc tionl BilI
National Assembl Bill No. 44 of 2Ol5
Clause 17

THAT clause 17 of the Bill be amended in sub-clause (1) by deleting
paragraph (e) and substituting therefor the following new paragraph -

(e) five other members appointed by the Cabinet Secretary out of
whom -

(i) one person shall be nominated by the Kenya Private Sector
Alliance;

THAT clause 48 of t].e Bill be amended -

(a) in sub-clause (1) by deleling the words "with the approval of the

cabinet Secretary'' immediately after the words "contractor shall
appoinf';

(b) in sub-clause (2) by deleting ttre words "with the approval of the

Cabinet Secretaq/' immediately after the words "another
operator";

(c) by deleting sub-clause (3).

Clause 49
THAT clause 49 of ttre Bill be amended in sub-clause (6) by deleting
the word "ten years" appearing immediately after the words "not less
than" and substituting therefor the word "two years".

Enersv Bill lNational Assemblv Bill No. 5O of 20151

CLAUSE 57
THAT clause 57 of the Bill be amended by deleting paragraph (e)

and substituting therefor the following new paragraph -

3
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(e) not more than four other members appointed by the Cabinet
Secretary out of whom-

(i) one person shall be nominated by the Kenya Private
Sector Alliance; and

(ii) one person from an institution of higher education.

MIN.NO.6/ 2s/al20L6 ADJOURNMENT
The meeting was adjourned at 10.45 a.m

SIGNED:..
/-t .---..-

SEN. GIDEON MOI, MP
CHAIRPERSON,

(THE MEDTATION COMMTTTEE)

DATE: Aal6,7
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MESSAGE FR.OM TTTE NATiONAL ASSEIVIBLY ON THE DECIS N

L

AND TIIE ENERGY BILL {NATIONAL ASSEMBLY BILL NO. 50 OF

2015)

IIon. Senators,

I wish to report to the Senate that, pursuant to Standing Order 40 (3)

and (a), I have received the following message from t-he Speaker of l-he

Nationa-l Asselnbly regarding the decision of the National Assembiy on
Senate a,mendments to the Petroleum (Exploration, Development and
Production) Bilt (Nationa-l Assembiy Bill No. 44 of 2015) and the
Enerry Bill (National Assernbly Bill No. 50 of 2015)-

"PURSUANT to the provisions of standing orders 47 and 142 of
the National Assera:rbly Startding Orders, I hereby convey the
following message from the National Assembly-

.(*.

MESSAG.E

OF'THE NATIONAL ASSEMBLY ON SENATE AMENDMENTS TO
THE PETROLEUM (EXPLORA"ION. DEVELOPM'ENT AND
PRODUCTION) BILL (NAfIONAL ASSEMBI-,Y BILL NO. 44 OF 2()15)

t

WIIEREAS the Petroleum (trxploration, Development and
Production) Bill (National Assembiy Bill No. 44 of 2015) was
published uideKenyaGazette Supplement No. 128 of 11tt'August,
2O15 to provide a fi'amework for contracting, exploration and
development of petroleum and give effect to relevant provisions of
the Constitution of I(enya, 2O10 and to repeal the Petroleum
(trxploration and Production) Act, 1984;

llPage



Hon. Senators,

In the circumstances, I concur with the Speal<er of the National
Assembly to form a Mediation Committee in accordance with
Article 11212) (b) and 113 of the Constitution.

The Hon. Jamleck Kamau, EGH, MP;
The Hon. Onesmus Muthomi Njuki, MP; and
T.he Fion. Olago Aluoch, MP.

Similarly Hon. Senators, I hereby nominate trrle following Senators
to repr.esent the Senate in the Mediation Committee-

1)

,t
3)

1)

2l
3)

Sen. Gideon Moi, MP;
Sen. Kiraitu Murungi, MP; and
Sen. David Musila, MP.

I thank you."

SEN. DAVID EKWEE ETHURO E.G.H., M.P.
SPEAKER OF THE SENATE

18rH AUGUST,2016

3lPa!e

In this regard, Hon. Senators, i have received communication f,rom
tn'e Nationa-I Assernbly that the Speaker of the National Assembly
has appointed the following Members to represent the Assembly in
the Mediation Committee that will attempt to develop a version of
the Bills that both Houses will pass-
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BrLL No. 44 oE zo7s)AND TFrE,G*an."L (NATioNArAssEMBLy

BILL

PURSUANTtorheprovisionsofstandingorders4lartd,l42oftheNationalAssemblv.

Standing Orders' I hereby convey the fotrIowing Message from the Narional Assembly - 1

\VIIEREAS, rhe Peuoleum @xploratioo' Development and Productioo) Bill (f'lational

AssenrblyBillNo.44of20T5)rvaspublisheduidel{enyaGaryr,eSopplemcntNo.128of11$August

2015toprovideaframerr,otkforcontracting,explorationanddevelopmentofpeuoleumandgive

efiecttorelevantprovisionsoftheConstitutiooofK.enya,2010andtorepealthePetro]eum

(Exploratioo and Production) Act' 1984;

VHEREAS,theEnergyRili(NationalAssemblyBi]INo.50of2015)w.aspublishedaa'c
t No 134 of 11'b August 2015 to' intet alia' consolidate the lavrs reladng to

':il,ffi::",:;:;;".,.rk or.J'e enersy sector with the constitution or r(enva 2010; clanrv the

specificrolesofri;,e}.Iatior,alarrciCouctyGclvernmentirrreiationtoenelg-};and.torepealtheEnergy

Act, 2006 and t-he Geothermal Reso'':tces -t\ct' 1982;

wHE].ti]AS,thei'IationalAssearbl-ypassedrlrerwoBrllson,Iuesday,Sdl{ayandTlrurs<ia;;,

2gtt' f,pril 2016, tespectively ar'd referred the:'o co the Senare for t:onsideration;

AND WHEI-IEAS' the Naiional Assembly receited Senate anrendrneilts to the nvo Bill oa

TuesdaY, 19th JulY 2016;



FURTI{ER. WHEIiEAS, in its Sitrjr:gs on Tuesoa,; f,i. wedaesri;i: 10,r anci rhr-r::rrii-,); :. l

auonal Assembly agres d rvit-}r ihe Senate's amendmenrs to several clauses 6,.i u:tugusi e

(Explorauon, Development and Production) B.ill Qriadonal Assernbly Bill |.1o. 44 of.2015), save tb:.the
amenciments to clauses 12, 77, 48 and 49 of the petloleum (Exploration, Development anci

Production) Bill (I.lational Assembly Bill No. 44 of 2015) and clause sz(e)(i) of the Energv.Bili

$jational Assernbly Bill No. 50 of 2O't5);

NOW THEREFORE, in accordance with the provisions of Arucie 112 of the Constitution
and.Standing Order 149 of the National Assembly Scandin,g Orders, I hereby conveJ, the sard

decisions of *re National. Assembly to the Senate and seeli rhe appointmeflt of Senators to the

lv{ediation Committee in respect of the said Bills.

THE r-roN.JU B. N. MUTURI, EGH, MP

Mon , 15d August 2016



The Petroleun (Explorqtion, Developmenl and Production) Bill, 2015

REPUBLIC OF KENYA

PARLIAMENT

NATIONAL ASSEMBLY BILLS
(Bill No.44 of 2015)

THE PETROLEUM (EXPLORATION, DEVELOPMENT
AND PRODUCTION) BILL, 2015

(A version ofthe Petroleum (Exploration, Development and Production) Bill,

2015 (National Assembty Bills No.44 of 2015) as agreed on 23'd August.20l6,

by a mediation committee appointed pursuant to Article I l3 of the Constitution')

NA /B/No. 4412015



The Petroleun (Etploration, Development and Production) Bill, 20 t5

TIIE PETROLEUM (EXPLORATTON, DEVELOPMENT AND
PRODUCTION) BILL,2015

ARRANGEMENT OF CLAUSES

Clause

PART I-PRELIMINARY
l- Short title.

2-lnterpretation,

3-Scope of the Act.

4-Act to prevail.

PART II-NATIONAL UPSTREAM PETROLEUM POLICY AND
PLAN

5-National upstream petroleum policy.

6-National upstream petroleum strategic plan.

7-Monitoring implemenlation of national upstream petroleum strategic
p lan.

8-Conduct of upstream petroleum operations.

9-Promotion of upstream petroleum investments.

PART III-PETROLET]]I{ INSTITUTIONS

l0-Functions of the Cabinet Secretary.

I l-Directions by the Cabinet Secretary.

l2-Establishment of the National Upstream Petroleum Advisory
Committee.

l3-Functions of the Advisory Committee.

l4-Establishment of the Upstream Petroleum Regulatory Authority.

l5-Functions of the Authority.

I6-Powers of the Authority.

l7-Board of Directors of the Authority.

l8-Terms of oflice of the chairperson and members of the Board.

l9-Gender, regional and ethnic balance.

20-Conduct of business ofthe Board.

)



The Petroleum (Exploralion, DeveloPme nt and Prcduction) Bill, 2015

2l-Vacancies in the Board'

22-Removal of chairperson or a member of the Board'

23-Director-General.

24-Removal from oflice of Director-General'

25-Staff of the AuthoritY.

26-Remuneration of Board members'

27-Protection from personal liability'

28-Liability of the Authority for damages'

29-Funds of the AuthoritY'

30-Financial Year.

3l-Annua[ estimates.

32-Book of accounts, records, audit and reports'

33-Delegation of powers or functions to committees or agents'

34-Powers of committees or agents'

35-How Authority shall exercise its powers and functions'

36-Co-oPeration with others'

37-National Data Centre.

38-Decisions of the Authority'

39-Appeal against decisions of the Authority'

40-The common seal of the Authority'

PART IV-uPSrREAM PETROLEUM BlG-gfs-AND. .TTiANACPME'NT 
OF PETROLEUM RESOIJRCES

4l 
-PropertY 

in Petroleum.

42-{onstitution olblocks.

43-Licensing'

44-Financial and technical obligations of contractor'

4s-Negotiation' award and execution of petroleum agreements'

46-Express rights and obligations in peholeum agreements'

47-submission of joint operating agreements'

48-Operator.

3



The Pett oleun (Erploration, Dewlopnent ond Production) uilt, 2015

49-Appl ication for non-exclusive exploration permit.

50--Crant of non-exclusive exploration permit.

5 I --{perational permits.

52-Security for compliance and suspension or termination of petroleum
agreement.

53-Transfer of interest in a petroleum agreement.

54-Report of discovery of petroleum.

55-Notifi cation prior to abandonment.

56-5urrender of blocks.

57-Development.

58-Ratifi cation by Parliament.

59-Petroleum production.

60-Variations or alterations in field development plans.

6 I-Natural gas.

62-Restriction on removal of petroleum and samples.

63-Unitization.

64-Third party access to infrastructure.

65-Segmentation.

66-Petroleum fi eld decommissioning plan.

67-Decommissioning funds.

68-Notifi cation of termination and decommissioning.

69-Disposal of decommissioned facilities.

70-Removal of property by contractor.

7l-Liability for damages for disposal of decommissioned facility.
PART V-INFORMATION AND REPORTING

72-Reporting requirement.

73-Disclosure of infonnation.

74-Contractor to fumish information.

75-False information.

76-lnformation required by the Authority.

1



The Petroleun (ExPloralion, DewloPrnent and Produclion) Bill' 2015

PART VI_LOCAL CONTENT AND TRAIMNG

7 7 
-Local 

content requ irements

78-Monitoring and enforcement of local content'

79-Training and Training Fund.

PART VII-PAYMENTS AND REVENUES

SHontractor to comply with financial and fiscal obligations in

agreement.

8l-Annual fees.

82-Signature bonus.

83-Payment terms.

8zt-Petroleum revenue.

85-Sharing of petroleum resource.

PART VIII-ENVIRONMENT, HEALTH AND SAFETY

86-Env ironmental comPliance.

87-Waste management.

88-Maintenance of ProPertY.

89-Venting and flaring of oil and natural gas'

9G-Reporting of accidents and incidents.

9l 
-Standardisation.

92-Safety.

93-safety precautions.

94--General requirements for emergency preparedness'

95-Emergency preparedness measures'

96-Disaster preparedness, prevention and management unit'

97-Safety zones

98-suspension of upstream petroleum operations pursuant to emergency

99-Liability of contractor for damage due to pollution'

PART IX-USE OF LAND FOR PETROLEUM I.JPSTREAM
OPERATIONS

5



The Petroleun (F,xploration, Development and Production) Bilt, 2015

10O-Access to land-

I0l-Power of entry to inspect land.

I O2-{onsent to proposal.

I 03-Objection to proposal.

I Ozl-Payment of compensation.

105-Power ofthe contractor to enter land to inspect or repair upstream
petroleum infrastructure.

106-Liability of contractor to make compensation for damage.

107-lnslallation of upstream petroleum infrastructure along roads,
railways, etc.

I 08-Compulsory acquisition of land.

PART X-MISCELLANEOUS PROVISIONS
I 09-Dispute resolution.

I l0-lndemnity of lhe Covernment of the Republic of Kenya.
I I l-Framework for reporting, transparency and accountability.
I l2-Orders for forfeiture.

I l3--{ffences deemed to be economic crimes.

I I zt--Offences by body corporates or their employees.

I l5-Penalties not to affect other liabilities.
I l6--Ceneral penalty.

I l7-{ommunity rights.

ll8-{abinet Secretary may make regulations generally.

I l9-Rcgulations.

PART XI-REPEALS, SAVINGS AND TRANSITIONAL
PROVISIONS

120-Repeals, savings and transitional provisions.

FIRST SCHEDULE-Conducr of Meetings of the Board
SECOND SCHEDULE-Mode| petroleum Agreement
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THE PETROLDUM (EXPLORATION,
DEVELOPMENT AND PRODUCTIOT9 BILL, 2015

A Bill for

AN ACT of Parliament to provide a framework for the
contracting, exploration, development and
production of petroleum; cessation of upstream
petroleum operations; to give effect to relevant
articles of the Constitution in so far as they apply
to upstream petroleum operationsl and for
connected purposcs

ENACTED by the Parliament of Kenya, as follows-
PART I-PRELIMINARY

l. This Act may be cited as the Petroleum short ritlc

(Exploration, Development and Production) Act, 2015.

2. In this Act, unless the context otherwise requires- Intcmrctarion

"Advisory Committee" means the National Upstream
Petroleum Advisory Committee established under section
l2 of this Act;

"associated natural gas" means-
(a) any natural gas dissolved in crude oil under

reservoir conditions; and

(b) any residue gas remaining after the extraction of
crudc oil from a reservoir;

"Authority" means Upstream Petroleum Regulatory
Authority established under section l4 ofthis Act;

"best petroleum industry practices" means such
practices, methods, standards and procedures generally
accepted and followed internationally by prudent, diligent,
skilled and experienced operator in upstream petroleum
operations, including practices, methods, standards and
procedures intended to-

(a) conserve petroleum by maximizing recovery of
petroleum in a technically and economically
sustainable manner;

(b) promote operational safety and prevention of
accidents; and

(c) protect the environment by minimizing the impact

7
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of upstream petroleum operations;

"block" means acreage as defined by specific
geographic coordinates for purposes of upstream petroleum
operations as provided by section 42 ofthis Act;

"Board" means the Board of Directors of the
Authority as provided for under section I 7 of this Act;

"brine" means all saline geological formation water
resulting from, obtained from, or produced in connection
with exploration, drilling, well simulation, production ofoil
or gas, or plugging ofa well;

"Cabinet Secretary" means the Cabinet Secretary for
the time being ;responsible for petroleum;

"civil fine" means a financial penalty imposed by a
government agency as restitution for a wrong doing and not
considered to be a criminal punishment;

"commercial field" means a geological structure or
feature which hosts one or more reservoirs from which
petroleum production may be commercially undertaken
through a defined set ofl lacilities";

"common user facility" means petroleum
infrastructure owned and maintained by any person which
may be used by third parties";

"community land" has the meaning assigned to it
undcr Article 63 ofthe Constitution;

"compulsory acquisition" has the same meaning as
assigned to it under the Land Act,2012;

"conseryation of petroleum resources" means prevention
and minimization of wastage of petroleum, protection of
correlative rights and maximization ol ultimate economic
recovery;

"contract area" means a block in respect of which a
contractor has entered into a petroleum agreement with the
Government to conduct upstream petroleum operations;

"contractor" means the person with whom the s.r 371

national government concludes a petroleum agreement;

"county government" has the meaning assigned to it in
Article I 76 of the Constitution;

8
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"crude oil" means-
(a) all hydrocarbons regardless of gravity which are

produced at the wellhead in liquid state at
atmospheric conditions of temperature and
pressure; and

(b) the liquid hydrocarbons known as distillate or
condensate or natural gas liquids obtained from
natural gas by condensation or extraction;

"delivery point" means the point at which petroleum
passes through the intake valve of the pipeline, vessel,
vehicle or craft at a terminal, refinery or processing plant in
Kenya; or such other point as may be agreed by the
Government and the contractor, with such point to be
specified in the petroleum agreement;

"decommissioning" means abandonment, recovery,
removal and disposal, or if applicable re-deployment, of
wells, flow lines, pipelines, facilities, infrastructure and
assets related to upstream petroleum operations;

"development" means the planning, placement,
construction and installation of facilities needed for
production of petroleum;

"development area"
development plan and
petroleum agreement;

means area delimited
adopted in accordance

rn a

with

"downstream petroleum operations" means all or any
of the operations related to distribution of petroleum to
residential, industrial, power generation and other end
users;

"Exclusive Economic Zone" has the meaning assigned
to it in the Maritime Zones Act;

"exploration" means the set of operations carried out
in onshore or offshore blocks for data acquisition using
geological, geochemical, geophysical exploration and
appraisal wells or any other method with a view to locating
petroleum deposits;

"facility" includes-

(a) any structure, device, roads, or other associated
installations or infrastructure including pipelines,
rail stations, pump stations, compressor stations

9
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and equipment constructed, placed or used in
order to carry out upstream petroleum operations;

(b) vessel, vehicle or craft when stationary and used
for drilling or support of on-going upstream
petroleum operations; and

(c) vessel, vehicle or craft for transportation of
petroleum in bulk when connected to a facility for
loading of petroleum;

"field" means the geological structure or feature which
hosts one or more rescrvoirs from which petroleum
production maybe commercially undertaken through a
defined set of facilities;

"gas" means methane, ethane, propane, butane or
hydrocarbons which may consist of one or more of any of
those gases, either in the lorm ofgas or liquid;

"local community" means a people living in a sub-
county within which a petroleum resource under this Act is
situated and are affected by the exploitation of that
petroleum resource;

"local content" means the added value brought to the
Kenyan economy from petroleum related activities through
systematic development of national capacity and
capabilities and investment in developing and procuring
locally available work force, services and supplies, for the
sharing of accruing benefits;

"meter" means any and every kind of machine, device
or instrument used for the measurement of the volumes and
rates of production of petroleum;

"midstream petroleum operations" means all or any of
the operations related to petroleum transportation, storage,
refining operations, or natural gas processing operations
that are related to multiple development areas including
operations for the liquefaction of natural gas;

"Ministry" means the Ministry for the time being
responsible for petroleum in Kenya;

"natural gas" means hydrocarbons that are in a
gaseous phase at atmospheric conditions of temperature
and pressure, including wet mineral gas, dry mineral gas,
casing head gas and residue gas remaining after the

t0
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extraction or separation of liquid hydrocarbons from wet
gas, and non-hydrocarbon gas produced in association with
liquid or gaseous hydrocarbons;

"non-associated natural gas" means any natural gas

ftat is not associated natural gas;

"non-exclusive exploration permit" means a
prospecting permit that gives the holder the right to conduct
reconnaissance and general investigations of an area which
includes acquisition of geological, geochemical and
geophysical data and may allow drilling to a prescribed
depth by the Authority and shall not confer upon the
grantee any right to drill any well for production of
petroleum;

"operator" means the designated entity that is

responsible for managing the day to day operation of oil
and gas exploration, development and production;

"operational permit" means any permit lor purposes of
petroleum exploration, drilling, development and
production;

"Outer Continental Shelf' means the outer continental
shelf as defined in the United Nations Convention on the
Law ofthe Sea or all submerged lands seaward and outside
the area of lands beneath navigable waters;

"permif' means an authorisation granted to a person to
enable the carrying out of any activity in the upstream
petroleum operations in accordance with this Act but shall
exclude the petroleum agreemen!

"petroleum" means all hydrocarbons and includes
crude oil and natural gas, whether capable of being
produced from conventional and unconventional reservoirs,
including shale oil, oil shale, shale gas, coal bed methane
gas, tar sands, and other sources of hydrocarbon reserves;

"petroleum agreement" means any agreement, license,
contract or other arrangement between the Govemment and
a contractor to conduct upstream petroleum operations in
accordance with the provisions of this Act.

"petroleum institutions" means entities established
under Part III of this Act to provide structured and eflicient
systems to define functions and provide oversight in the
operations and management of the upstream petroleum

ll
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industry;

"pipeline" means a pipe or system ofpipes that is used
or to be used for the transportation of petroleum and any
apparatus and works associated therewith, including-

(a) apparatus for inducing or facilitating the flow of
petroleum through the pipe or system of pipes;

(b) valves, valve chambers, manholes, inspection pits
and similar works, being works annexed to, or
incorporated in the course of the pipe or system of
plpes;

(c) apparatus for supplying energy for the operation
of any such apparatus as is mentioned in
paragraph (a) or of such works as are mentioned
in paragraph (b);

(d) apparatus for the transmission of information l.or
the operation ofthe pipe or system ofpipes;

(e) apparatus for affording cathodic protection to the
pipe or system ofpipes; or

(0 a structure for the exclusive suppcrt of a part of
the pipe or system of pipes;

"pollution" means any direct or indirect alteration of
the physical, thermal, chemical, biological or radioactive
properties of any part of the environment by discharging,
emitting or depositing wastes or emitting noise so is !o
affect any beneficial use adversely, to cause a condition
which is hazardous or potentially hazardous to public
health, safety or welfare or lo animals, birds, wildlife, fish
or aquatic life, land, property and water sources or to plants
or to cause a contravention of any condition, limitation or
restriction which is subject to a license under this Act;

"private land" has the meaning assigned to it under
Adicle 64 of the Constitution;

"production sharing contract" means a petroleum
agreement entered between the Government and the
contractor, which enables the contractor to explore, develop
and produce petroleum within a contract area;

"public land" has the meaning assigned to it under
Arricle 62 of the Constitution;

t2
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_ 
"tarilP' means a set of prices, rates, charges, and any

cost associated with capacity, supply and deliverv of
upstream 

_petroleum and may include any adjustmenti, as
approved by the Authority;

."third party access,' means the non-discriminatory
provision for the use of common user petroleum logistic's
facility by any contractor;

"Tribunal" means the Energy and petroleum Tribunal
established under the Energy Aci,'2006;

"unitization agreement,' means an agreement between
contractors, who hold separate petroleum agreements on
blocks that are adjacent or coniiguous to eich orher for
purposes 

-ofjoint development or production of petroleum
from a field straddling two or more differeni contract
areas"

. "upstr€am petroleum operations" mcans all or any ol
the operations related to the exploration, development,
production, separation and treatment, storage and
transportation of petroleum up to the agreed deliver! point;

"vandalise" means to commit any wilful, neglisent.
reckless or malicious act which deitroys or Oim"ug"i
upstream petroleum facilities;

"venting" means controlled
hydrocarbons or any other gases
operation into the atmosphere;

release of gaseous
from the petroleum

. "waste" includes any matter prescribed to be waste
and any matter whether liquid, solid, gaseous or radioactive
which is discharged, emitted or releasid to the environment
in such a volume, composition or manner as to cause an
alteration ofthe environment; and

. "works" means pipelines, machinery, lands, buildings,
structures, earth works and water works, and includes a-ny
apparatus required for upstream petroleum operations.

3, (l) This Act shall apply to all upstream petroleum
operations being caried out in Kenya.

(2) The scope of this Act shall not include midstream
or downstream petroleum operations.

Scope of(he Act.

l3
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4. (l) Where there is a conflict between this Act and
any other Act regarding upstream petroleum operations,
this Act shall prevail.

(2) For the avoidance ofdoubt, a provision ofany Act
that provides for a person or body to grant or deny any
permission for any work shall not be construed as granting
that person or body any power in relation to upstream
petroleum operations.

PART II-NATIONAL I.JPSTREAM
PETROLEUM POLICY AND PLATI

5. (l) The Cabinet Secretary shall develop and publish
a national policy on upstream petroleum operations which
shall be reviewed at least once in every five years.

(2) The Cabinet Secretary shall ensure that relevant
stakeholders participate effectively in the making of the
national policy on upstream petroleum operations.

(3) Within three months after the end of each financial
ycar, the Cabinet Secretary shall prepare and publish on its
website and in at least two ncwspapers of national
circulation a report on the implementation of the national
upstream petroleum policy.

6.(l) The Cabinet Secretary shall develop, publish
and review a national upstream petroleum strategic plan.

(2) The upstream petroleum strategic plan shall take
into account the national upstream petroleum policy and
serve as a guide for the implementation of the national
policy on upstream petroleum opcrations.

(3) The Cabinct Secretary shall prescribe Regulations
in relation to the content and timelines for the preparation
ofthe upstream petroleum strategic plan.

7. Within three months after the end of each financial
year, the Cabinct Secretary shall prepare and publish a
report on the implementation of the national upstream
petroleum strategic plan.

8.(l) No person shall engage in any upstream
petroleum operations in Kenya without having previously
obtained the approval ofthe Cabinet Secretary or Authority
in such manner, in such form and on such terms as are
prcscribed by this Act.

t4
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rrI Anv unstream Detroleum operations shall be

"onoi-"i"i 
in'u".iroun". with the provisions of this Act and

iti" t"trt and conditions ofa petroleum agreement'

(3) The national govemment may conduct upstream

p"troieum oPerations either-
(a) on its own through the national oil company;

(b) through contractors in accordance with petroleum

agreements; or

(c) as may be prescribed by this Act or any other

written law.

(4) Subiect to this Act, and in accordance with the

t".-.t-;;J''";;airions or a petroleum agreement' the

n"iionut eoua-rent may authorize a contractor to engage

f" ,pt,rl"-. p",r"leum oierations within a specified area'

(5) Notwithstanding the provisions of this section'.the

national sovemment may grant to any person'. other than

ih" 
"ontri"tot, 

a permit for the prospecting and mmlng oI

mineralt or other'natural resources other than petroleum or

lil';;;;;"p..utiont other than upstream p"1':l::1
ope*tions withih an area covered by a petroteum

agreement:

Provided that the prospecting' mining or other

operations shall not interfere with upstream petroleum

operations.
(6t The national govemment may pa(icipate in any

phasJ 6f upstr"um petroleum operations in accordance wttn

irr" 
-Lit"t'*a 

conditions of a participation PreeJn:,:'-t
entered into between the national govemment ano rne

contractor.

9. (l) The national government shall create a I;:[:j[]$"*'
"onducive 

environment for investments lo upStt€olrl 1nv6lrnsn6

il"i;; op.rution, and infrastructure development'

ffiillig f#;iliil of guidelines in collaboration with

relevant national govemment agencies on development of

lpi ,!l."p"i.i.ur-m investmenti and to disseminate them

among Potential investors'

(2) The national government shall .ensure that

upstream petroleum operations and infrastructure

;:i;l#""G;"u"i.o o'i for rhe benefit of the people of

l5
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Kenya.

(3) In its effort to promote upstream petroleum
operations and investments, the national government shall
facilitate access to land for exploration activities in
accordance with the Constitution and any other written law

PART III-PETROLEUM INSTITUTIONS
10. (l) The Cabinet Secretary-
(a) shall review an application made under this Act

for a license or permit before entering into
negotiations with an applicant in relation to a
petroleum agreement and, where necessary and on
the recommendation of the Advisory Committee,
reject an application made under this Act in the
national interest;

(b) shall upon the recommendation of the Advisory
Committee, negotiate, enter into or revoke a
petroleum agreement or appoint an authorized
representative to enter into or rcvoke a petroleum
agreement in accordance with this Act and a
petroleum agreement;

(c) shall generally oversee upstream petroleum
operations carried out under the terms and
conditions of a petroleum agreement;

(d) shall develop, publish and review national policies
and strategic plans in relation to upstream
petroleum operations;

(e) shall, upon the recommendation of the Authority
approve any proposed exploration activity by a
contractor in accordance with the contractor,s
annual work programme, appraisal programme
and production forecasts subm itted;

(l) shall, upon the recommendation of the Authority
approve budgets submitted by a contractor;

(g) shall, upon recommendation of the Advisory
Committee and the Authority, suspend, revoke or
terminate a petrolcum agreement or recall the
security contained in a petroleum agreement on
behalf of the national government in accordance
with this Act, and a petroleum agreement;

t6

Functions ofthe
Cabinet Secrctary



l'he Petroleum (Expl'orqtion, Developmenl and Production) Bill, 2015

(h) shall, upon the recommendation of the Authority,' ' 
approvi the transfer or assignment of any interest

in a petroleum agreement in accordance with this
Act and the Petroleum agreement;

(i) may take any action or decision, or give any'- 
permission or consent or exercise any other

tontrol as may be necessary or desirable in

accordance with this Act and a petroleum

agreement;

0) shall approve field development plans upon the- 
recommindation ofthe Authority; and

(k) shall conduct bidding rounds and direct
negotiations before entering into a .petroleum
agieement with a contractor in accordance with
this Act;

(l) may, by order in writing and upon the
' - 

recommendation by the Authority, order the

cessation of any upstream petroleum operations
where there has been a breach of any provision o{

this Act;

(m) may on the recommendation of the Authority,
order in writing-
(i) the cessation ofany operations and withdrawal

of all persons from any structure or building
that is considered unsafe which is being used

in connection to upstream petroleum

operations; or

(ii) the discontinuance ofuse ofany machinery or
equipment which is considered unsafe' until
such action as is necessary for safety and

specified in the instrument is fully
implemented; and

(iii) may make any examinations and inquiries as

are necessary to ensure that the provisions of
this Act and any directions issued or

conditions or orders imposed under this Act,
are comPlied with.

(3) Where the Cabinet Secretary rejects the

recommendations of the Authority under this section. the

Cabinet Secretary shall provide the Authority the reasons ol
t7
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such refusal in writing, within fourteen days,

(4) The Cabinet Secretary or his authorized
representative may engage a person who has relevant
expertise to assist in any matter of inspection, testing or
examination.

(5) A person who is an occupier of or is in charge of
any building, structure, place, vehicle, vessel, aircraft,
machinery or equipment shall provide the Cabinet
Secretary or his authorized representative with atl
reasonable facilities and assistance to carry out his or her
duties under this Act.

(6) Any person who-
(a) without reasonable excuse, obstructs or hinders the

Cabinet Secretary or an authorized officer in the
exercise of the Cabinet Secretary's powers under
this section, or

(b) knowingly or recklessly makes a statement or
produces a document that is false or misleading in
a material particular to the Cabinet Secretary or an
authorized officer engaged in carrying out his
duties and functions under this Act

commits an offence and shall on conviction be tiable
to a fine not exceeding twenty million shillings or to
imprisonment for a term not exceeding five years or to
both.

ll. (l) Where a contractor has failed to perform an
act or do anything as may be provided for in a petroleum
agreement, the cabinet secretary may, by notice in writing
to a contractor, direct the contractor, consistent with best
petroleum industry practices, as to any matter with respect
to which regulations may be made under section I 19.

(2) Where a contractor fails or neglects to comply with
the direction of the Cabinet Secretary in accordance with
this section, the Cabinet Secretary may cause to be done all
or any ol the things required by the direction to be done,
and the costs and expenses incurred in doing those things
shall be a civil debt due to the National Govemment from
the contractor.

12. (l) There is established a committee to be known ff"f:|ii[;i,;H"
l8
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Pclroleum Advisory
Commitlee.

13. (l) The functions of the Advisory Committee shall r'lnctrors ofrlre

be to- commitree.

(a) generally advise the Cabinet Secretary on
upstream petroleum operations;

l9

as the National Upstream Petroleum Advisory Committee.

(2) The Advisory Committee shall consist of-
(a) the Principal Secretary or an authorized

representative in the Ministry responsible for
petroleum, who shall be the Chairperson;

(b) the person in charge of petroleum at the ministry
responsible for petroleum or an authorized
representative;

(c) the Chief Executive or an authorized
representative olthe National Oil Corporation;

(d) the Aftomey-Ceneral or an authorized
representative;

(e) the Principal Secretary ofthe National Treasury or
an authorized representative;

(f) the Director Ceneral of the National Environment
Management Authority or an authorized
representative;

(g) the Commissioner General of the Kenya Revenue
Authority or an authorized representative;

(h) the Director General of the Upstream Petroleum
Regulatory Authority or an authorized
representative; and

(i) a representative ofthe Council ofGovernors.

(3) The Director-General of the Authority shall be the
secretary to the Advisory Committee.

(4) The Advisory Committee may co-opt such other
members as they deem necessary but in any case not more
than four members shall be co-opted.

(5)The Advisory Committee shall, in co-opting
members to sit in the Committee, ensure that the persons
co-opted have the necessary knowledge and experience in
the matters under consideration by the Committee.
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(b) advise the
negotiation
agreements;

Cabinet SecretarY during the

of and entering into of Petroleum

(c) upon the recommendation ofthe Authority, advise'- the Cabinet Secretary on the suspension,

revocation or termination of a petroleum

agreement or the recall of a security given under

thl terms and conditions of a petroleum

agreement;

(d) assist the Cabinet Secretary to develop criteria for
the negotiation of petroleum agreements between

the Cabinet Secretary and a conractor;

(e) perform such other functions and duties in' 
iccordance with this Act or any other written law'

(2) Where the Cabinet Secretary rejects. any advic.e

given under this section, the reasons for the rejection shall

6e communicated in writing to the Advisory Committee
within fourteen days.

14. (l) There. is estabtished the Upstream Petroleum 3'fl5H1:,'J[ll;
Regulatory AuthoritY. Rcsulatory

(2) The Authority is a body corporate with- perpetual 
Autho'iry

succeiiion and a common seal and shall be capable of--
(a) suing and being sued;

(b) taking, purchasing or otherwise acquiring,' ' 
holding, iharging or disposing of movable and

immovable ProPerty;

(c) borrowing and lending money; and

(d) doing or perlorming all other things or acts for the' - 
furthirance of the provisions of the Act which
may be lawfully done or performed by a body

corporate.

(3) Except as otherwise provided in this Act, 
^the

Authority shall be independenl in the perlbrmance ol. lts
functioni and exercise of its powers and shall not be subject

to the direction or control of any person or authority.

15. The functions ofthe Authority shall be to-
(a) regulate, monitor and supervise upstream' ' 

pe-lroleum operations in Kenya in accordance with
ihi. A"t, the regulations made thereunder and the

20
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relevant petroleum agreement;

(b) provide such information and statistics in relation
to upstream petroleum operations in Kenya to the
Cabinet Secretary as may be required from time to
time;

(c) collect, maintain and manage upstream petroleum
data;

(d) receive and review an application for a non-
exclusive exploration and where it is satisfied that
it is warranted, grant a non-exclusive exploration
permit;

(e) co-ordinate the development of upstream
pelroleum infrastructure and promote capacity
building in upstream petroleum operations;

(f) enter any area, structure, vehicle, vessel, aircraft
or building that has been, is being or is to be used
in connection to upstream petroleum operations;

(g) inspect and test any machinery or equipment that
has been used, is used or shall be used in upstream
petroleum operations;

(h) take or remove, for analysis, testing or for use in
evidence in connection with the commission of an
offence under this Act, samples ol petroleum or
other substances from any area where any
upstream petroleum operations are being carried
on;

(i) inspect, take extracts from, or make copies oiany
document relating to any upstream petroleum
operations;

0) assess field development plans and make
recommendations to the Cabinet Secretary for
approval, amendment or rejection ofthe plans;

(k) assess tail-end production and cessation of
upstream petroleum operations and oversee
decommissioning by a contractor;

(l) verify the measurements of petroleum production
to allow for estimation and assessment of royalties
and profits of oil and gas due to the National
Govemment;

2t
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(m)verify the recoverable cost of oil and gas due to the

parties to a petroleum agreement;

(n) audit contractors for cost recovery;

(o) monitor in consultation with the Competition
Authority established under the Competition Act
conditions of contractors' operations and their
trade practices to ensure that competition and fair
practice is maintained;

(p) provide information to the relevant authority for
the collection of taxes and lees from upstream

petroleum operations;

(q) set, review and approve contracts,
charges for common user upstream
facilities;

tariffs and
petroleum

(r) rnake proposals to the Cabinet Secretary in relation
to regulations which may be necessary or
expedient for the regulalion of the upstream
petroleum sector or for carrying out the objects

and purposes of this Act;

(s) work with the relevant statutory authorities to
fonnulate, enforce and review environmental,
health, safety and quality standards for the

upstream Petroleum sector;

(t) develop guidelines, in consultation with other'. 
statutoiy authorities, in rclation to the
implementation of treaties, conventions or
protocols affecting the upstream petroleum sector

that have been ratified bY KenYa;

(u) regulatc contracts on upstream petroleum

operations not spccifically provided for under this
Act;

(v) advice the Cabinet Secretary in the evaluation of
the bids and applications made for upstream

petroleum blocks; and

(w) perform any other lunction that may be conferred
on it under this Act.

16. (l) The Authority shall have all powers necessary

or expedient for the performance of its functions under this

Act and in particular, the Authority shall have the power

22
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to-
(a) ensure that contractors uphold the relevant laws'

regulations and petroleum agreement terms;

(b) ensure optimal levels of recovery of petroleum

resources;

(c) promote well planned, executed and cost-elTicient

operations;

(d) ensure optimal utilization of existing and planned

facilities;
(c) ensure the establishment of a central database of
'-' ;;;r;;t involved in upstream petroleum

operations;

(fl manase upstream petroleum data and provide-

"' ;;;i;; uiJut"t uni publication of the status o{

upstream Petroleum operatlons

(s) take such action as is necessary to enlorce the
'"' 

requirements in a petroleum agree.ment or any

resulations and to protect (he environment' the

tt."utttt una safety of workers and the publicl

(h) ensure and facilitate competition, access and

utilization offacilities by third parties;

(i) orescribe the form and manner in which any

'" ;;;li;;iil" ior anv authoritv, consent or approval

under this Act shall be made;

() investigate complaints or. disputes arising from

upstream Petroleum oPeratlons;

(k) enter. inspect and search any premises at which
' ' anv unde(aking is carried out or an oUence under

ifri" e", it bein-g committed or is suspected to have

been committed;

(l) issue orders either requiring acts or th.ings to be
' ' 

nerformed or done, prohibiting acts or thlngs lrom

["inn o"rfot*"0 or done, and may prescribe

n..iods or dates upon, within or before which such

I"it * tti"g, shail be performed or done or such

;;futtil ihull b" fuliill"d in furtherance of its
powers under this Act;

(m) impose such sanctions and civil fines not
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exceeding five hundred thousand shillings per
violation per day, as may be prescribed in
regulations to secure compliance with orders
issued under this Act;

(n) enforce local content requirements;

(o) issue operational perrnits and non-exclusive
exploration permils in accordance with this Act;
and

(p) ensure enforcement and compliance with the
national values and principles.

(2) The Dircctor Public Prosecutions may, on the
request of the Authority, appoint any officer of the
Authority or an advocate of the High Court to be a public
prosecutor for the purposes of prosecuting offences under
this Act.

17. (l) The management of the Authority shall vest in
a Board of Directors which shall consist of-

(a) a chairperson appointed by the President;

(b) the Principal Secretary in the Ministry for the time
being responsible for petroleum or his or her
authorized representative;

(c) the Principal Secretary in the National Treasury or
his or her authorized representative;

(d) the Director-General appointed under section 23 of
this Act; and

(e) five other members appointed by the Cabinet
Secrctary out olwhom -

(i) one person shall be nominated by the Kenya
Private Sector Alliance; and

(ii) one person with knowledge and experience in
matters relating to the petroleum industry
shall be appointed from an institution of
higher education.

(2) A person shall be qualified for appointment as a
chairperson under subsection (l)(a) or a member under
subscction ( I Xc) ifthat person-

Board ofDireclors
of the Aulhorily.
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(a) is a citizen of Kenya;
(b) h_olds a degree from a universily recoqnized in

Kenya in any of the following fieljs_ -
(i) engineering;

(ii) physical sciences;

(iii) Iaw;

(iv) finance;

(v) economics; or
(vi) energy;

(vii) any other relevant degree.
(c) has had at least seven years relevant professional

and managerial expenence;
(d) is a member in good standing of the relevant

professional association; and

(e) Te* the. requirements set out in Chapter Six of
the Constitution.

. _.18. (l) The chairperson of the Board of the Authoritv rerms ororrice or
shafl be appointed for a term of four years and shall b; *:;HIIIti:*deligible for re-appointment for one further term. 

'- -"-" "- 
ir*,a

. (2) A member of the Board appointed in accordance
with section 

.t 
7.( I)(e) shall hotd oflicL f". 

" 
p"ii"a 

"i ti*"years and shall be eligible for ."_uppoinim"nt fo, on.
further term.

. (3).The chairperson and members of the Board shall
be appointed at different times so that the respective exoirv
dates of their terms of office shalt fail at diffei;-ii;;.'"'

(4) The chairperson and the members appointed in
accord.ance with section l7(l(e) who shall bi'aooointed
rmmedrarely- upon the coming into force of this eciihall beappotnted tor such shorter terms than prescribed in
subsection (l) or sub-section (2) so their t.rr;;;;;';;;.;;
on the same date.

I9. ln the composition of the Board of Directors. no cender. reg,onat
mofe than two_thirds of the members shall be of one se.der and crhnic barance

and the Board shall also reflect rhe regional ;il ?i'h;i;
diversity of Kenya.

20. (l) The conduct and regulation ofthe business of conducr orbmrncss

25



the Board shall be as provided in the First Schedule of this

Act.

(2) Subject to the provisions of the First Schedule' the

Board shall regulate its own procedure'

21. (l) The office of the chairperson or a member ol vacancres in rhc

the Board of Dircclors, as the case may be, shall become

vacant ifthe holder-
(a) dies;

(b) by notice in writing addressed to the President or
' ' 

the Cabinet Secretary, as the case may be, resigns

from office; or

(c) is removed from office under any of the

circumstances contemplated in section 22'

(2) Thc Presidcnt or the Cabinet Secretary, as the case

mav be. shall notily cvery resignation' vacancy or

termination in the Cazette within fourleen days'

22. (l) A chairperson or a member appointed under

section l)(l)(e) may be removed from office for-
(a) any violation ofthe Constitution or any other lawl

(b) gross misconduct, whether in lhe performance.of
' ' ihe chairperson's or member's, as the case may be'

Removal of
chairparson oI a

membcr ofthe
Board.

functions or otherwisei

(c) physical or mental incaPacitY

functions of the office;

(d) being absent from lhrec consecutive meetings of

uoard without reasonable cause;

(e) a failure to disclose to the Board of Directors any

interest in any contract or matter before the Board;

(f) being convicted ofa criminal offencei

(g) incomPetence; or

(h) bankruPtcY.

23. (l) The Cabinet Secretary shall, on. the

recommendation of thc Board of Directors, appoint- a

Oir..tor-C"n"rut who shall be the chief executive of the

erri,"tity and shall, subject to the directions of the Board'

L. 
-r".p6"tiur" 

for the day to day management of the

26
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AuthoritY.
(2) The Cabinet Secretary shall appoint the Director

ceneiai from a list of three names of persons.subm ltteo.Dy

the Board of Directors after a competitlve selectlon

process.

(3) A person shall be qualified for appointment as the

Director-General if such Person-
(a) is a citizen of KenYa;

(b) holds a degree from a university recognized in

KenYa in the fields of-
(D Petroleum geosciences;

(ii) Petroleum engineering;

(iii) Petroleum economics;

(iv) finance; or

(v) Petroleum law'

(c) has at least seven years relevant professional

exPerience;

(d) is a member in good standing of the relevant

Professional association: and

(e) meets the requirements set out in Chapter Six of

the Constitution.
(4) The Director-General shall hold o(Tice for a term

.f ,hX ;;;;;; shall be eligible for re-appointment for

one furthlr term ofthree Years'

(5) The Director General shall be the secretary to the

goari of Directors but shall have no right to vote at any

meetings of the Board of Directors'

24.(l) The Cabinet Secretary may remove the

Director-bineml from office in accordance with the terms

and conditions of service only for-
(a) inability to perform the functions of office due to
' ' 

phYsicil or mental incaPacitYl

(b) gross misconduct or misbehaviouri

(c) incompetence or neglect ofduty;

(d) violation of the Constitution or any other law;

2"t
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(e) bankruptcy; or

(l) any other ground that would justify removal from
office under the terms and conditions of service.

(2) Before the Cabinct Secretary removes the Director
Ceneral from office, the Director-General shall be given-

(a) sufficient notice of the allegations made against
him or her to the Authority; and

(b) an opportunity to present his defence against the
allegations.

25. 'Ihc Authority may, in consultation with the Public
Servicc Cornmission, appoint such staff as it may requirc
for the proper discharge of the functions of the Authority
under this Act, and on such terms and conditions of service
as the Board, on the recommendation of the Salaries and
Remuneration Commission, may determine.

26. The Authority shall pay its members such
remuneration, fees or allowances for expenscs as may be
determined by the Salaries and Remuneration Commission.

27. Any matter or thing done by a member of the
Board or any officer, employee or agent of the Authority
shall not, if the matter or thing is done bona fide for
executing the functions, powers or duties of the Authority,
render the member, officer, employee, agent or any other
person acting on those directions personally liable to any
action, claim or demand whatsoever.

28. 
-fhe provisions of section 27 shall not relieve the

Authority of the liability to pay compensation or damages
to any person for an injury to that person, that person's
property or any of the pcrsons' interests caused by the
exercise of the powers conferred on the Board by this Act
or by any other writtcn law or by the failure, whether
wholly or partially, of any works.

29. ( l) The funds ofthe Authority shall consist of-
(a) such moneys as may, from time to time, be

appropriated by thc National Assembly for that
purpose;

(b) such other moneys or assets as may accrue to or
vest in the Authority in the exercise of its powers
or the performance of its functions under the Act;

28
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(c) any revenues generated from any proprietary
interest held by the Authority whether movable or
immovable;

(d) interest from bank deposits; and

(e) any revenue from other sources including loans,
grants, gifts, or donations approved by the Cabinet
Secretary.

(2) All revenues generated by the Authority including
levies shall be paid into the Consolidated Fund.

(3) Any funds retained by the Authority shall make
part ofthe funds ofthe Authority by way ofappropriation.

(4) Penalties are excluded frorn the funds of the
Authority.

(5) The Cabinet Secretary may make Regulations to
provide for a levy prescribing the amount in Kenya
Shillings payable per cubic metre of crude oil, the amount
ofKenya Shillings payable per one thousand cubic metre of
marketable natural gas, when the relevant levy may be
applied and any other requirements for implementation of
the levy.

(6) There shall be paid out of the funds of the
Authority, all expenditure incurred by the Authority in the
exercise of its powers or the performance of its functions
under this Act.

30. The financial year of the Authority shall be the
period of twelve months ending on the thirtieth day ofJune
in each year.

31. (l) At least three months before the
commencement of each financial year, the Authority shall
cause to be prepared estimates of the revenue and
expenditure ofthe Authority for that year.

(2) The annual estimates shall make provision for all
the estimated expenditure ofthe Authority for the financial
year, and in particular but not limited to-

(a) the payment of salaries or allowances and other
charges in respect of the staff of the Authority and
the members ofthe Board; and

(b) any other expenditure that may be necessary for
the carrying out of their respective objects and
functions under the Act.

29
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(3) The annual estimates shall be approved by the
Authdritv before the commencement of the financial year
to whicti they relate and shall be submitted to the Cabinet
Sccretary wlio, afler approving it. shall forward it to the
Cabinet Secretary of the National Treasury.

(4) After the Cabinet Secretary's approval, - the
Authdrity shall not increase the annual estimates without
the consent ofthe Cabinet Secretary.

32. (l) The Authority shall keep or cause to be kept Books orAc'ount'

prope, bio'k, of account i" *r,i"t 
'irrliu" 

i".orala uri tlie f*a'' 
*art *a

income and liabilities, expenditure, assets, undertakings,
funds, activities, contracts, transactions and any other
business of the Authority.

(2) The Authority shall ensure that all moneys No lsor2ol2

received are properly brought lo account, all payments out
of its funds are properly made and authorized and that
adequate control is maintained over its assets and liabilities
in accordance with this Act and any other written law'

(3) Within a period of three months after the end of po ls o62612

each financial year, the Authority shall prepare annual

financial statements in accordance with the provisions of
section 8l of the Public Finance Management Act, 2012,
and submit them to the Auditor-Ceneral or to an auditor
appointed under subsection (4), for audit.

(4) Within a period of six months after the end of the
financial year, the Auditor-Ceneral shall report on the

examination and audit of the accounts of the Authority, to
the Authority and to the Cabinet Secretary, and in the case

ofan auditor appointed in accordance with section 8l ofthe
Public Finance Management Act,2012, the auditor shall
submit a copy of the report to the Auditor-General and the

Auditor-General shall submit the report to the Authority
and Cabinet Secretary.

(5) Notwithstanding anything in this Act, the Auditor-
General may submit to the Cabinet Secretary a special

report on any matter incidental to his powers under this
Act, and the provisions ofthe Public Finance Management
Act,2012, on the same issue shall apply with the necessary
modifications to any report made undcr this section.

(6) The fee for an auditor, other than the Auditor-
General, appointed under section 8l of the Public Finance
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Management Act,2012, not being a public officer, shall be

determined and paid by the Authority.

(7) The Authority shall prepare the financial
statements in a form that complies with the Public Finance
Management Act, 2012.

33. (l) The Authority may, by resolution either
generally or in any particular case, delegate to any
committee of the Authority or to any member, officer,
employee or agent of the Authority, the exercise of any of
its powers or the performance of any of its functions or
duties in accordance with this Act.

(2) A committee, officer, employee or agent of the
Authority shall be appointed in writing and the instrument
of appointment shall set out the term of the appointment,
the duties of the appointee, the appointee's reporting
requirements, functions, authority and powers conferred on
the appointee.

(3) Any instrument issued by the Authority under
subsection (2) may be varied or revoked by the Authority at

any time.

(4) The Authority shall pay such allowances and fees
to the members of such committees or such officers,
employees or agents as the Salaries and Remuneration
Commission may recommend.

34. ( I ) A committee, member, officer, employee or
agent appointed under section 33 may, upon production of
evidence of appointment to any person reasonably
requiring it, for the purposes of this Act-

(a) enter upon any premises at which any undertaking
is canied out in relation to upstream petroleum
operations or an offence under this Act is or is

suspected to have been committed;

(b) inspect and test any process, installation, works or
other operation in relation to upstream petroleum
operations which is or appears likely to be carried
out in those premises;

(c) be accompanied by a police officer if there is a

reason to believe that any serious obstruction may
occur in relation to an inspection or inquiry under

3t
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this section;

(d) require from any person the production of .any' ' 
book, notice, record, list or other document which

appears to the committee, officer, employee or

agent to have relcvance to the inspection or

inquiry, which is in the possession or-custody. or

under the control of that pcrson or ot any other

person on that committee's or agent's behalf;

(e) examine and copy any part of any book. noticc'
record, list or other document which appears to

have relevance to the inspections or inquiry, and

require any person (o give an explanation of any

eniry thercin, and take possession of any such

booi<, notice, record, list or other document as he

believes may afford evidence of an offence under

this Act;

(f) require information relevant to the committee,' 
officer, crnployee or agcnts' inspection or in-quiry

from any person whom the commiftee. oltlcer'
employel or agent has reasonable grounds to
believi is or has been employed at any such

premises or to have in that person's possession or

custody o, under the person's control any a(icle
referred to in this subsection; or

(g) exercise such other powers as may be recessary in

conncction with the inspcction or inquiry and other

powers of his appointment under section 33'

(2) A rnember of a committee of the Authority,

officer, employee or agent entering upon any. premises

undcr this i"ciion muy be accompanied by such persons

and may enter with such equipment as may be necessary'

(3) Where-
(a) the premises to which this section relates are

unoccuPied;

(b) the owner, occupier or person in charge thereof is

temporarilY absent; or

(c) entry thereon is refused or obstructed,

the member of the committee, oflicer, employee or

agent may use such force as is reasonably necessary to

The Petrolenn (F,xploration, Developme nt and Production) Bill, 2015
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effect entry:

Provided that in the case of an entry under paragraph

(a) or (bf-
(i) reasonable steps shall be taken prior to entry by
''' the member oi the committee, oflicer' employee

or aqent to find the owner, occupier or person in

char-ge of the premises to be entered; and

(ii) the oremises shall be teft by the member of the
' ' 

committee, officer, employee or agent . as

effectively secured against trespassers as they

were found.

(4) Where it is suspected that an undertaking is.being

"u.riJi'"oniiu.v 
ro uny li"en.e' permit or regulations issued

under rhis Act, an officer or agent ofthe Authorlty may' ln

the course of his or her duty' lock up, seal' marK or

otherwise secure-
(a) any building, room, place, receptacle or item of

plant;

(b) any goods or materials in a factory; and

(c) aircraft, vessels, vehicles or containers'

(5) A Derson who, unless authorized by the Authoriry

.,. rnu 6th"i 
"orpetent 

authority, opens' breaks' alters or tn

.nu tiav interferes with a lock. seal, mark or other tastenlng

iti""a tv a member of a committee, ofTicer' employe.e or

I"."i r"' *.oioun.. with this section on any building'

.5.*. ,i."., t"."ot .le, item of plant, goods' or materials'

commiis an offente and shall, on conviction' -be 
llable to a

fine not exceeding one million shillings or to imprlsonment

for a term not excieding two yoars or to both '

(6) A Derson who resists, hinders or obstructs any

.ortiii * Jfiicer, employee or agent acting in the.course

of the committee's or agent's duty under this sectlon or

who wilfully fails to comply with -any 
requlrem€nts

lawfullv made thereunder commits an offence and shall' on

il;;;i1* ;; ii'uui" to a fine not exceeding one hundred

itt*r""J' ,nirf mgs for each day or part thereof that the

obstruction occurs.

35. The Authority shall, in the exercise of its powers :'##T:'J'"*"
and performance of its functions- And runcrions'
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(a) promote efficiency, economy and safety in the
conduct of upstream petroleum operations;

(b) ensure that contractors carry out the upstream
petroleum opcrations for which they are licensed
to pcrfonn;

(c) promote competition in upstream petroleum
operations to ensure the optimal performance of
industry players;

(d) advocate and ensure transparency between
upstream petroleum industry and the Authority;

(e) ensure fair balance in thc interests of the National
Government and other stakeholders in the
upstream petroleum industry; and

(l) ensure full compliance ofthe petroleum agreement
by all parties to the agreement.

36. The Authority shall, to the greatest extent possiblc
and in accordance with this Act, consult and co-operate
with other ministries, departments and agencies of thc
National Government in promoting effcctive upstream
petroleum operations.

37. The Authority shall establish a national data centre
which shall be used for the storage, analysis, interpretation,
and management of petroleum data and information from
sedimentary basins and field operations.

38. ( l) Where the Authority is required to make a
decision under this Act, the Authority shall make that
decision within sixty days ofobtaining all the documents or
infonnation required under this Act or hearing all parties,
where necessary, in relation to the decision.

(2) Where the Authority fails to make a decision
within the period provided under this section (l), an

affected party may apply to the Tribunal for the matter to
be considercd and determ ined by the Tribunal.

(3) The decision of the Authority shall be in writing
and shall include the reasons for the decision.

(4) A decision of the Authority shall be served upon
all relevant parties within seven days of making the
decision and may be published in the Gazette as may be
prescribcd by Regulations.

(5) Where a decision of the Authority requircs a party
34
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to do or refrain from doing something, that party shall
comply with the decision of the Authority within the time
prescribed in the decision.

39. A party aggrieved by a decision of the Authority
may appeal to the Tribunal within sixty days of receipt of
the decision:

Provided that the Tribunal may hear an appeal out of
time if it is satisfied that there is suflicient cause.

40. (l) The common seal of the Authority shall be
kept in such custody as the Authority may direct and shall
not be used except on the direction ofthe Board.

(2) The common seal ofthe Authority when affixed on
a document and duly authenticated shall be judicially and
officially noticed unless and until the contrary is proved,
and any necessary order or authorization by the Authority
under this section shall be presumed to have been duly
given.

(3) The Chairperson and Director-General shall
authenticate the affixing of the common seal of the
Authority by the signature of the Chairperson and the
Director-General:

Provided that the Authority shall, in the absence ofthe
Chairperson, nominate one member to authenticate the seal
on behalf of the Chairperson.

(4) The Chairperson and Director-General may
authenticate, by their signatures-

(a) any document not required by law to be made
under seal; and

(b) all decisions ofthe Board.

PART IV-UPSTREAM PETROLEUM RIGHTS
AND MANAGEMENT OF PETROLEUM

RESOURCES

41. (l) AII petroleum existing in its natural condition
in strata lying within Kenya and its continental shelf is

vested in the National Government in trust for the people of
Kenya.

(2) All upstream petroleum resources in subsection ( I )
shall be managed in accordance with the provisions of the
Constitution, this Act and the regulations made thereunder.
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42. (l) For the purposes of this Act .lh-e Cabinet ;il"*tution 
or

Secrctary may. by notice in the Gazelle, divide Kenya and

its continental shelf into numbered areas rvhich shall be

defined by specific geographical co-ordinates, and each

area shall be described as a "block".

(2) The Cabinet may reserve any number ofblocks for
exploration by the national government.

43, (l) No person shall engage in upstream petroleum Licensinc'

operations without-
(a) executing a petroleum agreement in accordance

with this Act; or

(b) obtaining a non-exclusive exploration permit. in
respect of a block lor the purpose of obtaining
geological, geophysical and geochemical

information granted in accordance with section 50'

(2) A person who wishes to undertake upstream

pctroleum operations shall-
(a) apply to the Cabinet Secretary for a petroleum

agreement; or

(b) apply to the Authority for a non-exclusive

exploration permit in in accordance with section

49.

(3) An apptication under this section shall be

accompanied bythe requisite information to be specified in

the Regulations.

(4) A person who engages in upstream petroleum

operations without executing a petroleum agreement w.ith

the Cabinet Secretary or obtaining a non-exclusive

exploration permit from the Authority commits an offbnce

and upon conviction shatl be liabte to a fine not exceeding

twenty million shillings or to imprisonment for a term not

exceeding ten years or to both.

44. ( I ) Where the national government enters into u i"iil|;'l 
*o

pctroleum agreemenl, under this Act, it shall do so fairly. obligations orthc

iquitably, transparently, competitively and cost effectively: cont'u"to'

Provided that the national government shall enter into

a petroleum agreement only with a contractor who shall

have thc financial, technical and professional capacity

necessary to iulfil the contractor's obligations under the
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petroleum agreement.

(2) The contractor shall maintain financial, technical
and. professional capacity throughout the length oi tG
contract.

(3) The contractor shall at all times ensure that any
sub-contractor or agent of the contractor u"ting on 

-tii
behalf possesses the necessary skills and qualil.ic-ations to
meet_the obligations of the contractor stipulated in the
petroleum agreement or as required under thii Act.

- _.45. (l) Subject to section 50 the Cabinet Secretarv Ncsotiation, sward
shall negotiate, award and execure a petroleum ,gr;;;;i and exccurion or
on behall of the national govemment, in it e io# lr*",**.
prescribed in the Second Schedule to this Act.

. ^(2).A 
petroleum agreement may be executed between

th^e. C'abinet Secretary and a contractor after the conclusion
oI blddtng rounds conducted in accordance with this Act.

(3) Despite subsection (2), the Cabinet Secretary mav
execute a petroleum agreement with a contractoi aflerdrrect negotiations with that contractor on the
recommendations of the Advisory Committee _

(a) where are no bids have been received during the
bidding round;

(b) where the bids that have been received do not
satisfy the minimum criteria for the execution of a
petroleum agreement; or

(c) where there is insuflicient data in relation to a
block.

_. (4) Where the Cabinet Secretary intends to negotiate
directly with a contractor in accordance with this sEci;c,*
the Cabinet Secretary shall publish a notice of ttrirtv aar..
on the website of the Ministry, in the Gazette and in it leist
two newspapers of national circulation.

(5) The Cabinet Secretary shall, in the notice
published under subsection (4) -

(a) set out a statement ofthe details ofthe
contractor with whom the Cabinet
Secretary intends to enter into direct
negotiations;
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(b)

(c)

invite any objections that a person may

have with respect to the intended

negotiations; and

invite any interested party who may

have an interest in the block to submit

a bid with respect to that block.

(6) On the expiry ofthe notice given under sub-section

(4) ;rid on thi 'recommendation of the Advisory

Committee, the Cabinet Secretary may-
(a) commence direct negotiations with the contraclor

if that contractor is the only entity interested in thc

block; or

(b) conduct a bidding round or bidding rounds.in
accordance with this Act if one or more entities

declare an interest in the block.

(7) The Cabinet Secretary shall inform all the bidders

ofthe bidder to whom a block has been awarded'

(8) The Cabinet Secretary shall, upon concluding

negoiiations under this section, publish a notice on the

weibsite of the Ministry, in the Gazerte and in at least two

newspapers of nationat circulation, information with

respect io th" contractor to whom the Cabinet Secretary has

awarded a block and the outcome ofsuch negotiations'

(9) The Cabinet Secretary shall make Regulations for-
(a) the procedure to be adopted during a bidding

round;

(b) the procedure to be followed in awarding a block

to a contractor; and

(c) the procedurc to be adopted when- negotiating' 
direitly with a contractor for the award ofa block'

( l0) lf a Darlv to a bidding round or direct negotiations

is dissatisfied'wir[r the award of the bidding round or direct

negotiations, an appeal may be made to the Tribunal in the

first instance.
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.. 46. ( l) .Notwithsranding any other written law and
suDJect to this Act evcry petroleum agreement shall require
the contractor tG--

(a) perform certain minimum work and incur certain
minimum expenditure during the course ;;
exploration operations;

(b) present to the Cabinet Secretary a field
developmenl plan in respect of uny 

"o.r.r"iuifield and promptly tai<e all steps that aie
reasonable to develop that field for production;

(c) present to the Cabinet Secretary a work
programme and budget for each year oioperation;

(d) keep accurate books of accounls and records of
upstream petroleum operations and submit
quarterly expenditure reports and annual audited
financial statements to th; Cabinet Secretary;

(e) conduct upstream petroleum opcrations
accordance with requisite prolessional
techn ical sk ills:

(l) adopt measurcs ncccssary for the conscrvation ol
petroleum and othcr resources as well as protect
the environment;

(g) give preference to the use of locally available raw
materials, products. cquipmeni, manpower,
scrviccs and continuously iransfcr tcchnology anj
build local capacity;

(h) indemnify the Government against all claims made
by.third partics, in rcspect olany inlury, aa*ate
or loss causcd by. or resulting from, t-he conduct "of

any operations carried out by the contractor or
subcontraclors pursuant to the provisions of any
pelroleum agreement;

(i) provide such information, data, reports andsamples concerning upstream petroleum
operations as the Cabinet Sicretary or Authority
may require; and

Express rights and
obligarions in
petroleum
agre€men15.

in
and

O conduct all upstream
accordance with the
practice.

petroleum operations in
best petroleum industry
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(2) The contractor shall have an exclusive right to

exploic and cxploit petroleum in the contract area subject

to ihe provisions of this Act and the petroleum agreement'

47. Where two or more persons have formed a Submlssron oflotnt

partnership with a view ofjointly applying for a petroleum a;reemenrs

ug,".r"ni, they shatl, upon executing a petroleum

afreement submit a ioint operating agreement to the

C"abinet Secretary on or before the effective date of the

petroleum agreement.

a8.(l) The contractor shall appoint an operator in operator'

relation to the petroleum agreement.

(2) A contractor may substitute one operator for

anothei operator as may be provided for in the petroleum

agreement and in this Act.

49, (l) A person who intends to carry. out a. non- AppJiTtion fornon-

exclusive exploration survey shall apply to the Authority exploration pcrmir

for a non-exclusive exploration permit in the prescribed

form ancl accompanied by the prescribed fee'

(2) The Authority shall issue a non-exclusive

exploiation permit for a geographically delineated area'

(3) The Authorhy may issue non-exclusive exploration

o"*itt to different persons in respect of different non-

exclusive exploration activities in the same geographically

delineated area.

(4) A non-exclusive exploration permit shalI state-

(a) thc date of issue ofthe Permit;

(b) thc area to which the permit relates;

(c) the type of non-exclusive exploration activity for
which the Permit is issued;

(d) the conditions under which the permit is issued;

and

(e) confidentiality requirements.

(5) A ocrson who has been issued with a non-

exclusive exiloration permit shall provide to the Authority
copies and simples ofall the data collected by that person'

(6) A person who conducts a non-exclusive

exploiation survey without being issued with a non-
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exclusive exDloration permit by the Authority commits an

ofTence and ,pon 
"onui"tion 

shall be liable to a fine of not

less than ten million shillings or to a term of imprisonment

of not less than two Years or both'

50. (l) The Authority may issue an applicant with a G'ul'r d"**

non-exclusive exploration permit and the Authority- may explorarion permit.

impose such condjtions as ii may deem fit on the permit

(2) The Authority shall give access to information

relating to non-cxclusive exploration permits that have

been Issued under this Act to an applicant for such

iniormation and shall, for this purpose, avail such

information-

(a) lor inspecrion by a person applying to inspect such

information free of charge:

(b) by supplying a copy to an applicant or' where such

information is held by the Au(hority ln eleclronrc

florm, by submitting such information through

electronit means upon payment of a reasonable fec

to cover the costs oi supplying the information: and

(c) by publishing the inlormation on its website and in' 
sucL other minner as it may consider appropriate'

(3)The Authority shall inform each County

Gor"tnm"nt affected by the non-exclusive exploration

u"tiriti.. of the nature ind status of such non-exclusive

exploration activities.

51. (l) A contractor who intends to conduct upstream operarional permits

petroleum operations shall apply to the Authority for an

operational permit.

(2) The orovisions of section 50(2) shall apply with respect

io'op"raiional permits under subseclion (l)'
(3) Despite the generality of sub-section (1.)' a

"ontru"io, 
shall apply t; the Authority for an operational

permit to-
(a) drill a well;

(b) develoP and Produce Petroleum;

(c) construct petroleum gathering systems in the field;

(d) build a crude oil storage facility:
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(e) plug or abandon an individual well;

(f) operate an underground injection control well;

(g) convert an individual well to an underground
injection control well;

(h) decommission or abandon an upstream petroleum
facility;

(i) develop, build, construct or operate a gas
processing facility; or

O remediate and reclaim upon the abandonment ofa
well or facility.

(4) A contractor shall apply to the Authority for an
operational pcrmit for each wcll.

(5) An application for an operational permit shall
include-

(a) drilling permit for exploration, appraisal,
development and production wells;

(b) the global positioning system (GPS) location of
each rvell;

(c) a commitment by the contractor olthe contractor's
ability to construct a well site, access road to the
well site, facilitate mobility of equipment,
supplies, and materials to the well site during
drilling, monitoring, appraisal and evaluation
activities;

(d) a development and production permit which shall
specily the system of production facilities, such as
tank batteries, production units, flow lines and
gathcring lines, and other equipment, as deetned
necessary to conduct production activities: and

(e) a plugging and abandonment permit which shall
indicate the proper methodology approved by the
Authority in consultation with the Govemment
agency responsible for environmental
management, and complcte restoration of the
individual well site, well site access road and
rernoval of all equiprnent, supplies and materials
used during drilling and production.

(6) The designation ofa well for drilling shall bc as

stipulated by Regulations made by the Cabinet Secretary
and shall consist of-

(a) the name of the prospect, reservoir or field in
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which the well is to be drilled; and

(b) the serial number which indicates the

chronological order in the drilling sequence for the

prospect or field.

(7) A contractor shall identif, each by a unique

designation indicating the block name and the basin in

which it is located.

(81 The Authoriw. in cotlaboration with the contractor
,nd anv olher relevant stakeholder. shall give the local

aornaunity in a place whcre upstream petroleum operations

are to be iermiited adequate opportunity to participate. in

thc process of reviewing and awarding permits under this

Act.

(9)The Authority shall, in carrying out public participation

under subsection (8)-

(a) be guided by the principles of citizen

participation in counties set out under

section 87 of the County Governments

Act; and

(b) conduct the public participation through

such means as may be necessary to ensure

that the citizens within the respective

county and the relevant stakeholders -
(i) are informed of any decision to be

undertaken under this Act which

affects them;

(ii) havc sufficient notice of anY

decisions to be made or permits to be

issued which rnaY affect them; and

(iii) have an opportunity to obtain

information with resPect to anY

permit issued or decision made under

iub-paragraph (i) or to submit their

concems or anY information that

they may have with resPect to the

issue under consideration;
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(c) conduct the public participation through
such for a as may be necessary for
effective public participation under
paragraph (b) including the structures for
citizen participation established by a

county government pursuant to section 9l
ofthe County Governments Act;

(d) publish any notices required for the
purpose of informing the public through
such forums including at least one
newspaper of local circulation within the
local cornmunity which is to be affected
by the issue under consideration.

(10) A person who contravenes the provisions of this
section commits an offence and upon conviction shall be
liable to a fine of not less than ten million shillings or to a
term of imprisonment of not less than two years or both.

52. ( l) On or before the commencement of the initial
exploration period or of any additional exploration period
the contractor shall provide a security, in such form to be
prescribed in the petroleum agreement guaranteeing the
contractor's minimum work and expenditure obligations.

(2) Where a contractor is in default of the contractor's
minimum work and expenditure obligations, the Cabinet
Secretary may, by reasonable notice in writing served on
the contractor, suspend or terminate the petroleum
agreement and promptly recall the security.

(3) For the purposes of subsection (2), the contractor
shall be deemed to be in default where the Cabinet
Secretary has served the contractor with a notice in writing
giving the particulars of the default and the contractor
has-

(a) neglected to remedy the default within the period
prescribed in the petrolcum agreement or such
reasonable notice in writing stating the particulars
ofthe default: and

(b) the contractor-
(i) fails or refuses to respond to the notice

additional time as may be granted by the
Cabinet Secretary; or
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(ii) fails or refluses to rectiry the default; or

(iii) the contractor has failed to offer adequate
compensation, where the default if the
contractor has failed to rectiry the default,
cannot be remedied.

53. (l) A contractor shall not transfer an interest in a
petroleum agreement executed in accordance with this Act
without the written permission of the Cabinet Secretary.

(2) The Cabinet Secretary may permit a transfer by a
contractor of an interest in a petroleum agreement where-

(a) the contractor has applied to the Cabinet Secretary
for such a transfer in the prescribed form;

(b) the contractor has complied with this Act, the
terms and conditions of the petroleum agreement
and any other written law;

(c) the person to whom the interest in the petroleum is
being transferred has the financial and technical
capacity to meet the contractor's obligations under
the terms and conditions of this Act and the
petroleum agreement; and

(d) the taxes payable with respect to the transaction
have been assessed.

(4) The Cabinet Secretary shall not unreasonably
withhold permission for the transfer an interest in a

petroleum agreement by the contractor to another person

unless there is reason to believe that the transfer of that
interest shall be against public interest or safety.

(5) In this section-
(a) "transfer of interest in petroleum agreement"

includes the acquisition of control by the person

to whom an interest in a petroleum agreement
under this Act is transfered; and

(b) "control" in relation to any person, means the
possession, directly or indirectly, of the power to
direct or cause the direction of the management
by that person, whether through the ownership of
shares, voting, securities, partnership or other
ownership or participation interests, agreements
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or otherwise.

(6) This section applies to any direct or indirect
transfer of interest or participation in the petroleum
agrcement, including the assignment of shareholding and

other ownership shares that may provide control of a

contractor possessing a participating interest in the
petroleum agreement.

(7) A contractor shall obtain the permission of the
Cabinet Secretary before the contractor tmnsfers or charges
the contractor's fixed facilities

(8) The Cabinet Secretary and the contractor shall
inform the National Government agency responsible for
collection of taxes and revenues of all approvals for the
transfer, assignment or trade of interest in a petroleum
agreement within twenty days after the approval.

(9) A holder of an interest in a petroleum agreement
shall notify the Cabinet Secretary whenever there is any
change in the ownership or control of a company or any
joint venture company with an interest in the petroleum
agreement, and the holder ofthe interest and the new owner
shall give a written commitment to the Cabinet Secretary
that they shall continue to honour the obligations prescribed
in the petroleum agreement.

(10) A company, other than a listed company, that has

executed a petroleum agreement shall not transfer its shares

or stocks to any person without the permission of the
Cabinet Secretary.

(l l) Notwithstanding any other payments that may be

applicable lbr the transfer of shares and stocks by a

company that is a party to a petroleum agreement, the
Cabinet Secretary may charge such fees for the transfer as

may be prescribed in Regulations.

(12) A person who contravenes the provisions of this
section commits an offence and on conviction, shall be

liable to a fine of not less than ten million shillings or to
imprisonment for a term of two years or to both.

54. (l) Where a contractor discovers the existence of
petroleum or any other resource in Kenya, that contractor
shall notify the Cabinet Secretary within forty eight hours
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of the discovery.

(2) The Cabinct Seoetary-
(a) shall be rhe only person authorized to noriry the

public of the discovery of petroleum or any other
resource by a contractor; or

(b) may authorize a contractor or any other person to
notit/ the public of the discovery of petroleum or
any other resource by the contractor.

(3) A contractor who notifies the public of the
discovery of petroleum or any other resburce without
having rep,orted the discovery to the Cabinet Secretary or
who notifies the public of the discovery without the
approval of the Cabinet Secretary commits an offence and
on conviction shall be liable to a penalty of not less than
twenty million shillings.

(4) Where any other natural resource is discovered in
the course of exploration or production of petroleum, the
Contractor shall inform the Cabinet Secretary of the
discovery and, where relevant, the Cabinet Secretary shall
inform the Cabinet Secrctary responsible for matters ielated
to in the other natural resource.

55. (l) A contractor shall givc the Authoritv a notice Norification prior !o

of thirty days where the contrictor intends to ibandon a abandonmcnr

well.

(2) A contractor shall obtain the written permission of
the Authority to close or plug a well.

(3) A person who contravenes the provisions of this
section commits an offence and upon conviction shall be
Iiable to a fine of not less than twenty million shillings or to
a term of imprisonment ofnot less than five years orboth.

56. (l) A contractor shall surrender all or part of the sunendcrorblocks

block in accordance with this Act and the terms of the
petroleum agreement.

(2) Where a contractor intends to partially surender a
block, that contractor shall surender contiguous portions of
the block in accordance with this Act and the manner
specified the petroleum agreement.

(3) Where a contractor intends to partially surrender a
block, that contractor shall submit to the Cabinet Secretary
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and the Authority the geological and geophysical data in
relation to the block.

(4) Thc surrender of any block shall not aflect any
liability on the part of the contractor incurred prior to the
date ofsurrender in resp€ct ofthe block.

(5) Where a contractor surrenders a block or partially
surrenders a block, that contractor shall meet that
contractor's obligations under the terms of the petroleum
agrcement, including obligations in relation to
decommissioning costs.

5?. (l ) Where a commercial field is established, sucft l)cvclooment

field shall be developed by the contractor within such time
as may be prescribcd in this Act and the petroleunt
agreement.

(2) A contractor shall prepare a field development plan
for a commercial field which shall contain-

(a) proposals for the developrnent of and production
from the field;

(b) an assessment of whether the development of and
production from the field should be subject to
unitization or joint upstream petroleum operations
in accordance with the provisions olthis Act;

(c) an assessment of how to coordinate upstream
petroleum operations with other contractors,
including the joint use of facilities subject to this
Act and any other applicable law;

(d) proposals relating to the spacing, drilling and
completion of rvells and the facilities required for
the production of petroleum including-

(i) the estimated number, size and production
capacity of production platforms, if any;

(ii) the estirnated number ofproduction wells;

(iii) the particulars of production equipment and
facilities;

(iv) the particulars of feasible alternatives for
transporlation of petroleum including
pipelines; and

(e) any other relevant information and data.
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t1\ The field development plan shall be submitted by

the contractor to the Auihority for review in accordance

with the Petroleum agreement'

(4) The Authority shall advise the Cabinet Secretary

u"lori lpp.ouur ofthe-field development plan'

<fl (l) Pursuant to Article 7l ofthe Constitution' th9 iflilfiITt
cuuiiJi IJ.t.tuty shall, within thirty days of. recerPt !t
,'rJ""ii." shari'ng contract submit to Parliament .lor
ffi;;iil ui'i'piSauttion sharing contracts entered into

;ilffi'il tii, [""i;;J;'g'iationl made under this Act'

(2) Parliament shall, within sixty days afier receipt of

the production sharing contract -
(a) ratify the production sharing contract; or

(b) refuse Io ratiry the and refer the production sharing

'-' tontiu"t bacl to the Cabinet Secretary lor

;;;;;ti;",;ii"" stating the reasons for the refusal'

(3) Parliament shall, in carrying out. its obligation under

"rb-section 
(2), undertake public participation'

/4\ The Cabinet Secretary shall' upon accordance

,"lrJi'uni", sub-section (2)(b)' consider the reasons ano

llsl;;,io.,i.- ;1h.i, t"iit' and resubmit the same to

Parliament for aPProval'

(5r tf parliament does not within ninery days

"orui-*i*t" 
its decision to either ratify or retusal.to ratlry

in.'oioorttio" sharing contract' it shall be deemed to have

;:,"",i'itin;i ;;J'the" Cabinet Secretary mav proceed to

""iirrJ" 
it. development plan with the Contractor'

59. A contractor shall applv to the. Authoritv-l:l^: i*fl:m
proa,i"tion p.*it and the application shall be accompanteo

by-
(a) a report on the petroleum reservolr;

(b) an field development plan approved by the Cabinet

Secretary;

(c) an environmental impact assessment sludy report

of the upstream petroleum operattons;

(d) any relevant information that the Authority may

reasonably requrre' including information relating

io- altemati'e' proposals for development ano
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production not included in the development plan;
(e) any other information deemed pertinent by the

Authority which shall include but nor be limited to
particulars of, extent, thickness, chemical
composition, petro-physical properties, flow rates,
permeability, porosity, and any other relevant
geological geochemical and engineering data;

(f) a field decommissioning plan;

(g) all relevant environmental licenses and reports as
maybe required by law; and

(h) any other requirements in accordance with the
petroleum agreement and this Act.

60. (l) The contractor shall inform the Authority of
any significant deviation in or alteration of the terms and
conditions under which a field development plan has been
submitted or approved as well as any significant alteration
offacilities or use of facilities.

(2) On receiving information under subsection (l), the
Authority may approve the variation or alteration of terms
and precondilions under which a plan has been submitted
or approved as well as any significant alteration of
facilities, or may in the alternative require a new or
amcnded plan to be submiued for approval.

(3) A person who contravenes the provisions of this
section commits an offence and on conviction, shall be
liable to a penalty ofnot less than ten million shillings or to
imprisonment for a term of two years or to both.

Variations or
alteralions in field
development plan

6l.A petroleum agreement may prescribe terms and Naruralsrs.

conditions in respect ofnatural gas including-
(a) development or utilization of associated natural

gas by the national government where the
contractor does not intend to develop or utitize the
associated natural gas;

(b) development of non-associated natural gas;

(c) minimization of flaring of natural gas;

(d) extension of the exploration periods provided in
contract for appraisal of the discovery,
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development of the
natural gas;

discovery and market of

(e) valuation of natural gas;

(f) overall contract period; and

(g) any other terms necessary for development of
natural gas.

62. (l) No person shall remove any Detroleum or anv
petrological specimens. samples of peiroleum, brine ani
ftesh water found in a borehole or well from thc area from
which it has been obtained to any other area, or disposed of
in any manner, except-

(a) with the written consent of the Authority, for the
purpose of sampling or analysis;

(b) in the case of a contractor, in accordance with the
conditions ofthe petroleum agreement; or

(c) as otherwise permifted by this Act.

.(2) Any person who contravenes the provisions ofsub_
section (l) commits an offbnce and is liable on conviction
to a fine of not less than twenty million shillings or to
imprisonment for a term of not less than five yea-r, or to
both.

63. (l) Subject to the provisions ofsection 55, where a
contractor discovers petroleum or any other resource in the
area where the contractor is authorized to conduct upstream
petroleum operations and the discovery extends bevond
that area" the contractor shall inform th;Cabinet Sec.Ltr*
within seven days of the discovery.

(2) Where a discovery is made under this section
extends to an area where a separate petroleum agreement
operates, the Authority may require that the petroleum or
other resource shall be developed and produced in
accordance with a unitization agreement.

. (3) A unitization agreemcnt shall be an agreemenr
between contractors who hold separate petroleum
agreements on blocks that are adjacent or contiguous to
each.other for the joint development or produition of
petroleum from the separate blocks.

(4) Where the Authority requires contractors to
develop or produce petroleum under a unitization
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agreement, the contractor shall prepare a joint development
and production for the petroleum and submit the plan to the
Authority for review within eighteen months from the date
olthe making of the unitization agreement or some longer
period as the Authority may determine.

(5) Where the contractors fail to prepare a joint
development and production plan within the prescribed
period, the Authority may authorize another person to
prepare the joint development and production plan and the
costs for the preparation of that plan shall be bome by the
contractors.

(6) The consultant provided for in the subsection (5)
shall consult with and keep all the parties informed of its
work at all times.

(7) Where the contractors fail to enter into a
unitization agreement as provided for under this section,
the petroleum agreements that the contractors executed
with the Cabinet Secretary shall lapse and-

(a) the national government may develop or produce
the petroleum deposits; or

(b) the Cabinet Secretary may enter into a petroleum
agreement with another contractor in accordance
with this Act for the development and production
of eh petroleum deposits.

(8) Where the adjacent area contemplated in
subsection (l) is not subject to a petroleum contract, the
Authority may recommend that the subject petroleum
deposit shall be developed pursuant to a unitization
agreement and shall advise the Cabinet Secretary to anange
for the licensing of the adjacent area in accordance with
this Act.

64. (l) A person who owns infrastructure used for
upstream and midstream petroleum operations shall provide
access to that infrastructure to third parties under such
reasonable conditions:

Provided that there are no significant technical
challcnges that shall prevent the utilization of the
infrastructure by third parties.

(2) Where the available capacity of infrastructure used
for upstream and midstream petroleum operations is not
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suflicient to accommodate third parties. the owners of the

infrastructure shall to increase the capacity of such

infrastructure to accommodate the third party requirements

if-
(a) the expansion shall not have an adverse impact on

the technical integrity and safety of the

infrastructure; and

(b) the third parties bear the cost ofthe expansion'

(3) An agreement for the use by. third parties of the

infrastrucrure for upstream and midstream petroleum

op"tutiort shall be su'bmitted to the Authority for approval

by the owner ofthe infrastructure.

65. (l) A contractor engaged in upstream petroleum sesmenratioo

onerations'in accordance with a petroleum agreement shall

not have proprietary rights or control of any downstream

petroleum operations.

(2) Desoite subsection (l,), wherc the contractor

"onduciing 
upstream petroleum operations is a subsidiary

comDanv of another company' that other company may

cond'uct- midstream or downstream operations or another

subsidiary company of that other companJ may conduct

midstream or downitream petroleum operations'

66, (1) A contractor shall 
. 
submit a . field l::'""ff.i:11"t

decommissioning plan to the Authority before a productton otun

permit to install ind operate the facilities is issued'

(2) The plan referred to in subsection (l) shall contain

o.oodrul, foi continued production or shut down of

iroduction, decommissioning of facilities and any other

information required under the regulations'

(3) The decommissioning of facilities 1f9n9fl jo in
subs""iion (2) may constitute further use ofthe facilities in

the upstream petroleum operations, other uses, complete or

parti;l removal and disposal or abandonment'

(4) The Authority may on receipt of the plan require

furthir'information and evaluation, or may require a new or

amended decommissioning Plan.
(5) The contractor may from time to time as directed

bv th! iuthoritv update the decommissioning plan as shall

bl provided for-in ihe regulations made under this Act'
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67. (l) There shall bc established a dccommissioning
fund for each development area or for other facilities
operated in relation to a production permit under this Act
for the purpose of costs related to the implementation of a
decommissioning plan as provided in the petroleum
agreements.

(2) 'fhe decommissioning fund shall be applied to the
implementation of activities approved in the
decornmissioning plan.

(3) Payments into the decommissioning fund shall
commencc from thc first calendar quarter in any of the
lollowing situations whichever is earlier-

(a) the petroleurn production has reached fifty percent
of the aggregate recoverable reseryes as
determined in an approved development plan and
any successive re-appraisal of such initial
recoverable reserves; or

(b) ten years before the expiry ofthe of the production
permit.

(4) For every subscquent first calendar quarter in
which petroleum is produced or a facility operated, the
Authority shall charge the contractor a portion of the
estimated future cost for decommissioning of facilities to
be depositcd in the fund.

(5) The amount deposited in the decommissioning
lund shall be charged as operating cost subject to the cost
recoverable limitations stipulated in the petroleum
agrecment or as may be provided by regulations.

(6) Where the decommissioning fund is not sufficient
to cover the implementation of the decommissioning plan,
the contractor, and where applicable, the owner of the
facilities shall cover the costs and expenses.

(7) Where any amount remains in the
decommissioning fund aftcr the decontmissioning plan has
been implemented, such funds shall be distributed pro rata
between the contractor and the National Covernment where
the National Government has participating interest.

(8) 'fhe management of the decommissioning fund
shall be done by a committee consisting of representatives
of the National Government and the contractor, in such
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manner as may be prescribed by regulations'

68. (l) The contractor shall notifv the Authoritv.of th.: H:liiT[11,",1
date and iime of intended termination of use ot a lactllty lt decommrssronins

tfi" r"iA ,t" is expected to terminate permanently before the

expiry of the Production Permit.

(2) Decommissioning shall be scheduled to occur after

a producing field reaches its economic limit'

(3) Decommissioning shalt be carried out as provided

for in'itti. Act, the -petroleum agreement and the

decommissioning Plan.

69. (l) The Authority may issue dircctions re.lating to fliifffl,:i""*
the time iimit for disposal of decommissioned facilities: iacilities

Provided that all decommissioned facilities shall revert

to the National Government.

(2) Directions issued under subsection (l) shall take

into co'nsideration factors such as the economic efliciency'

iechnical viability, safety and any environmental concerns

as well as consideration for other users'

(3) A contractor shall comply with the dircc(ions of

the Auihority regarding the disposal or decommissioning ol

upstream pitro6um operations even where a productlon

permit has laPsed.

(4) Where the ownership of a facility has been

transieired in accordance with this Act, the contractor and

iir;'-;;;;; shall complv with the directions of the.

e,.rtft"iiiv f" ..iution to tire disposal or decommissioning of
the facilities.

(5) The Authority direct that facilities used in
uo.rrlu'. oetrolerm op.*tiont shall continue to be used lor

;;i;; 'p.trol"u,n operations by anolher contractor or for

nth", ou.ro."t and the other contraclor or other user ol the

i""iriti* 'rt 
"iL ""mply 

with the directions of the Authority

r"g"iJirg *t" ai.posai or decommissioning ofthe facilities'

(6) Where directions relating to the disposal or

decommissioning of a facility are not carried oll by 
1

contractor or a uier authorized by the Authority as directed

hv the Authoritv' the Authority may take the necessary

ni"urur". on behilf of the contractor or that other user'

(7) Where the Authority takes any measures under
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subsection (6) on behalf of a contractor or that other user,
any risks or costs incurred arising out ofthat measure, shall
be borne by the contractor or that other user as the case
may be.

70. (l) Where a production permit has been
surrendered, expired, or has been relinquished by a
contractor, the Authority shall by notice in writing served
on the contractor, direct the contractor to-

(a) remove from the area which was subject to the
production permit all property brought into that
arca by any person engaged or concerned in the
upstream petroleum operations authorized by the
production permit or to make arrangements that
are satisfactory to the Authority with respect to
that property;

(b) apply to the Authority for a plug and abandonment
permit to plug all the wells drilled in that area; and

(c) take any action for the conservation and protection
ol thc natural rcsources and the environment in
that area.

(2) A direction given under subsection (l) shall be
consistent with best petroleum industry practices, and
nothing in this section or in any direction shall be construed
as requiring any person serving or having served as the
contractor to do anything contrary to bcst petroleum
industry practices.

(3) A pcrson to whom directions are givcn under
subsection (l) who refuses or neglects to comply with such
direclions within the period specified in the notice,
commits an offbnce and shall on conviction be liable to a
fine not less than ten million shillings or imprisonment for
a term not cxceeding two years or both.

71. (l) A person obligated to implement dircctions
rclating to disposal of a decommissioned facility under this
part shall be liable lor damage or loss arising in connection
to the disposal of the facility or other implementation
related thereto.

(2) Where the contractor abandons a facility, the
contractor shall be liable for any damage or loss caused in
connection with the abandoned facility.

(3) Where thcre is more than one party liable under
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subseclion (l) or (2), they shall be held jointly and
severally liable for all financial obligations, penalties
and/or liabilities.

(4) Where a decision is made to abandon the facility, it
may be agreed between the contractor and the National
Govemment that future maintenance, responsibility and
liability be assumed by the National Govemment based on
agreed financial compensation as provided for in the
regulations

PART V-INFORMATION AND REPORTING
72. The contractor shall submit to the Authority Reoortincn,

reports on-
(a) all geological, geochemical, geophysical surveys,

drilling, completion and production data and any
other information in accordance with the
petroleum agreement and regulations made under
this Act;

(b) the rates and volume of petroleum produced, its
composition including test production and the
recovery of petroleum in connection with
formation testing;

(c) the volumes and other results of production
monitoring as well as monitoring procedure; and

(d) the use, injection, venting and flaring of natural
gas or petroleum which information shall be based
on metering.

73. Information obtained under section 72 relatins to Disclosureof

any matter shall not be published or otherwise disclosei to inrormation

a third party without prior consent in writing from the
person from whom the information was obtained.

Provided that nothing in this section shall restrict-
(a) the disclosure ofsuch information-

(D to the Cabinet Secretary for the time being
responsible for petroleum;

(ii) to any ofTicer or authority having functions in
relation to upstream petroleum, policy
development, economic planning of upstream
petroleum operations, tax administration or
environmental management; and

(iii) in furtherance of a right to a person as
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provided for undcr the Constitution and other
relevant laws; or

(b) the use of such inforrnation in any manner, which
the Authority deems nccessary or expedient in
connection with the objects of this Act.

74. tt shall be the duty of every contractor to fumish
the Cabinet Secretary and the Authority as the case may be
at such times and in such form and manner, such
inforrnation as the Cabinet Sccretary and the Authority may
in writing require.

75. A person who refuses to fumish the information
requested under section 74 or who makes a false statement
or a statement which he has reason to bclieve is untrue, to
the Cabinet Secretary, and to the Authority, as required
under this Act, commits an offence and shall, on
conviction, be liable to a fine of not less than twenty
million shillings or to a term of imprisonment of not less
than five years or both.

76. ( I) Where the Authority has reason to believe that
a person is in possession of any inforrnation or data relating
to upstream petroleum operations or any petroleum
obtained or the value thcreof, the Authority may, by notice
in rvriting, require that person to-

(a) furnish to the Authorily with that information or
data within the period and manner spccified in the
noticei

(b) attend beforc thc Authority or i(s representatives at
such time and place as may be specified to answer
questions pertaining to upstream petroleum
operations or any petroleum obtained or the value
thereofi or

(c) furnish to a person identified in the notice at such
time and place specified such infornration or data
in their custody or domain relating to upstream
petroleum operations or any petroleum obtained or
the value thereof.

(2) A person shall not be excused from fumishing
information or data or answering a question when required
to do so under this section on the ground that the
information or data so furnished or the answer to the
question might tend to bc incriminating or expose them to
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liability or PenaltY.
(3) Where any information or data is furnished

orr.u'u,1t to a requirement under subsection (l)(c)' the

;;;;;i" *tom it is made available mav make copies or

take extracts from the data.

(4) AnY Person who-
(a) refuses or fails to comply with the requirement.in a

notice under subsection (l) to the extent to whlch

he or she is capable of complying with it; or

(b) in DurDorted compliance with any requirement
'-' ;;f;"4 to in subsection (l ), knowinglv or

recklesslv makes a statement or furnishes any

iniot ution or data that is false or misleading in a

material Particular,

commits an offence and shall on conviction' be liable to the

penalty provided under section 75'

PART VI-LOCAL CONTENT AND TRAINING

77. (l) A contractor and a sub-contractor of 
,the l;ff,l"?H:l

con(ractor conducting upstream petroleum operatlons snall

(a) comply with local content requirements in all of
'''' the iontractor's or sub-contractor's operations;

(b) give priority to services provided i"d C:99:' ' i-,unuiu"trr.i in Kenya where the goods meet the

snecifications of the petroleum industry as

n'rescribed bv the Kenya Bureau of Standards or in

lb..n.e oi a Kenyan standard any oth-er

internationally acceptable standard that the

AuthoritY shall aPProve; and

(c) ensure that priority is given for the employment or
' ' 

engugemeni ofqualified and skilled Kenyans at all

levels ofthe value chain:

Provided that the cost of local content shall be at the

prevailing market rate.

(2) For the purpose of subsection (l) the contractor

snatr #fore 
"ngugirw 

in upstream petroleum operations

ii"ou* uno sub-mit i tong icrm and annual local content

IiiI-*nrl,rt .o.r"tponot 
'*ith the work program to the

Authority for aPProval.
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(3) Without limiting the generaliry of subsection (2), a
local content plan shalladdress-

(a) employment and training;

(b) research and development;

(c) technology transfer;

(d) industrial attachment and apprenticeship;

(e) legal services;

(f) financial services;

(g) insurance services; and

(h) succession plans for positions not held by
Kenyans.

(4) The Cabinet Secretary may make Regulations
regarding local content in upstream petroleum operations.

78. ( I ) The Authority shall supervise, co-ordinate, and rt'{onirorins and

manage the development of local contenr. i*i::ffill'
(2) Without limiting the generality of subsection (l),

the Authority shall-
(a) oversee, coordinate and manage the development

of local content;

(b) prepare guidelines to include targets and formats
for local content plans and reporting;

(c) make appropriate recommendations to the Cabinet
Secretary for the formulation of local content
Regulations;

(d) set minimum requirements for local content in
local content plans;

(e) public education and awareness;

(f) undertake local content monitoring, audit and
enforcement; and

(g) perform any other functions as may be prescribed
in regulations.

79. (l) Any institution wishing to provide human rlaininsand

capital development, build knowl-edge and technical 
rmininsFund

capacity in upstream petroleum operations must be
accredited in accordance with Regulations made under

60



The Petroleum (ExPloralion, DeYe ent snd Production) Bill, 2015lopnr

section I 19.

(2) There shall be established a fund to be known as

*r" itli"i"g Fund for the purpose of training Kenyan

nutio*f . in 
-upstream petroleum operations

(3) All monevs raised by the contractors as training

contriLirtion shall be paid intoihe Training Fund'

14) The Training Fund shall not be managed except as

.n^rrE ,iir"tiu"J L"v tfl" Cabinet Secretary in accordance

;il' ft ;r;;i;il oi tt it e"t and regulations made under

section I 19.

(5t All moneYs from the Training Fund shall be used

onty ioi tt e purpoie for which the Training Fund is createo'

(6) For the purposes of this section' th-e training

"on,ri['u,ioi 
ti,ui [.'tr.t amount as is specified in the

petroleum agreement.

PART VII_PAYMENTS AND REVENUES

80. ( I ) The contractor shall comply with.financial and co*tT"t',lo

fiscal obiigations in the implementation of the petroleum trnancialand llscal

il;;;i"il;;it'i' n.t una anv other written law' :Xl5*:Ti'"

(2) The contractor shall pay to the National

Gove'mment all taxes, relevant fees and levtes ln sucn

;;;;i;-;;v'be prescribed bv both the petroleum

agreement and any other relevant laws'

(3) Taxes, profit petroleum and royalties from

upstriam petroleum operations shall be collected in

,5"orau"".' *i,ft the ielevant tax laws and accounts

;;;;il;J-; the National Govemment agencv responsible

I"i."-ri""ti"n "r 
taxes in the manner it prescribes'

(4) Where a person fails to makc a payment.under this

act when the amount falls due. the person sha-ll pay sucn

n"naltv a. shall be prescribcd in the production sharlng

ffiii#, :"' ;;' ;r,"1'p.i.oi"'* agreement 
. 
slctr neill g

;;li;; *i*,6ut pr.luaice to the National Government

.*.r"iiing uny other rimedies available in law'

81. (l) The holder ofa pctroleum agreement shall pay

,""r;ii;i;;av be prescribed by a petroleum agreement

and regulations.

(2) The annuat fees referred to under subsection (l)
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include-
(a) surface fees;

(b) training fees; and

(c) such other fees as may be prescribed.

(3) The annual fees under subsection (l) shall be
payable on the grant of a petroleum agreement and
thereafter annually on the anniversary of the grant until the
termination of the petroleum agreement.

82. ( I ) Prior to the award of the petroleum agreement
the contractor shall pay to the National Covernment such
signature bonus as shall be prescribed in the petroleum
agreement.

(2) In this section, "signature bonus" means a single,
non-recoverable lump sum payment by the contractor to the
National Govemment upon execution of the petroleum
agreement.

83. All payments due to the National Government
under this Act shall be in an intemationally acceptable and
freely convertible currency.

84.(l) The profit derived from upstream petroleum
operations shall be shared between the contractor and the
National Govemment in accordance with the petroleum
agreement.

(2) The national government's share of petroleum
revenues before the imposition of taxes shall be deposited
into a dedicated petroleum fund, and managed in
accordance with thc Public Finance Management Act,
2012, and any other relevant law.

85. (l) The national govemment's share of the profits
derived from upstream petroleum operations shall be
apportioned bctween the national government, the county
government and the local community.

(2) The county government's share shall be equivalent
to twenty pcrcent ofthe national govemment's share.

(3) The amount shared under subsection (2) shall be
exclusive of the amount allocated bv the National
Assembly in the financial year.

(4) The local community's share shall be equivalent to
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ten Dercent ofthe Government's share and shall be payable

i;;"f ift;anaged bv a board of trustees established

L;',il;;;;i, fou"i,t"ni in consultarion with the local

community.
(5) The respective county government shall legislate

.. tn5'".iu-uri.r,'*.ni or the'b6ard of trustees and the

:li'i"; ;ilt;;il;n oi*'e r'no' received under this section

ffi#;;;;1,, ;i present and future Senerations'

PART VIII-ENVIRONMENT' HEALTH AND
SAFETY

86. ( I ) A contractor shall carry out upstream 
'T;[i':H'''

oetrot"te"u,l, 
'op"iatitns in the 

- 
contract area in accordance

I"-ti'r-.'^ii ,tt"- aoplicable environment' health' .salbty 
ano

illlrtr*L i"*rT,,'J'u.i, petroleum industry practices'

(2) Without prejudice to the generality of the sub-

section'( I ), the contractor shall-
(a) take all reasonable steps nec^essary to t":-']:-,tl:
'-' 

";iil- health and welfare of persons engageo rn

uii it! op.,utiont in or about the contract area;

(b) deploy the best available technology to assure

quality. envlronmcnt' health and safety

requirements are met;

(c) control the flow and nrevent the waste or escape ln

the contract area oi petroleum' gas (not being

Petroleum) or water;

(d) prevent the escape in the contract area .of any

mixture of water or drilling fluid and petroleum or

anY other matter;

(e) prevent damage to petroleum bearing strata tn any
t ' lreu in respeci of which the petroleum agreement

is not in force;

(f) keep 
. 
separate-,'l i:;.[#H:l :: l[ ll'xflly,

mav bv notlce ln u
; ;i";'";;h ;"*leum r-cservoir d i scovered i n the

;;;;J;;tl and anv sources of water discovered

in the contract areai

(g) prevent water or anv other mafler entering any

petroleum reservoir through the wells 
,in-- 

the

!*pto,ution or development area' except when
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required by, and in accordance with, best
petroleum industry practices;

(h) prevcnt the pollution of any soil, air, biodiversity,
brine, water well, spring, stream, river, lake,
reservoir, sea, forest, wildlife and marine, estuary
or harbour by the escape of petroleum, salt watcr,
drilling fluid, chemical additive, gas (not being
petroleum) or any other waste product or emuent;

(i) where pollution occurs, treat or disperse it in an
environmentally acceptable manner;

O furnish to the Authority, prior to the drilling ofany
well, a detailed report on the technique to be
employed, an estimate of the time to be taken, the
material to be used and the safety measures to be
employed, in the drilling of the well; and

(k) prevent from flaring or venting of oil and natural
gas by unde(aking all reasonable steps including
the harnessing or re-injecting of the gas.

87. (l) A contractor shall ensure that the management
of production, transportation, storage, treatment and
disposal of waste arising out of upstream petroleum
operations is carried out in accordance with all the
applicable environmental, health, safety and maritime laws
and best petroleum industry practices.

(2) A contractor may contract a separate entity to
rnanage the transportation, storage, treatment, spillage or
disposal of wasle arising out of upstream petroleum
operations.

(3) For the avoidance of doubt the contractor shall
remain responsible for the activities of the cntity referred to
under subsection (2).

(4) A person contracted by the contractor under
subsection (2) shall not carry out those activities without
being registered and licenscd by the National Covernment
agency responsible for environment and any other relevant
National Government entity.

(5) A person who carrics on the management of the
production, transportation, storage, treatment, clean up or
disposal of waste arising out of upstream petrolcum
operations without a license or lails to cornply with the
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terms and conditions prescribed in the license issued under
subsection (4) commits an offbnce and is liable on
conviction to a fine of not less than twenty million shillings
or imprisonment ofnot less than five years or both.

88. (l ) A contractor shall-
(a) maintain in good condition and repair, all

structures, facilities, equipment and other property
in the area subject to the petroleum agreement and
used in connection with the operations in which
the contractor is engaged;

(b) remove from that area all structures, facilities,
equipment and other property that are not either
being used or intended to be used in connection
with those operations; and

(c) take reasonable steps to wam persons within the
vicinity of any such structure, facilities, equipment
or other property of the presence of the structure,
equipment or other property and the possible
hazards resulting there from.

(2) Subsection (l) shall not apply in relation to any
structure, equipment or other property that was not brought
into the area subject to the petroleum agreement by or with
the authority ofthe contractor.

(3) A contractor who contravenes subsection (l)
commits an offenc€ and shall on conviction, be liable to a
fine of not less than one million shillings or to ajail term of
not less than six months or both.

89, (l) A contractor shall not vent or flare natural gas
in the course of the conduct of upstream petroleum
operations except with the prior authorization of the
Authority in consultation with the National Government
agency responsible for environment and safety and any
other National Government entity.

(2) A contractor under sub-section (l) shall carry out the
venting or flaring in accordance with the terms and
conditions ofthe consent, existing laws and best petroleum
industry practices.

Main(cnanc€ of
proPcro,.

VentinS and flar,ng
ofnatumlgrs

(3) Notwithstanding sub-section (l), the prior consent of
the Authority shall not be required in the case of an
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emergency and where such venting or flaring is necessary

to avert a disaster.

(4) Where a contractor vents or flares under this section,

such contractor shall -
(a) ensure that the gas venting or flaring

is kept at the lowest possible level;

(b) inform the Authority of the carrying
out of such venting or flaring and the
circumstances requiring such action;
and

(c) submit to the AuthoritY such
information as the AuthoritY maY

require with respect to such venting
or flaring.

(5) Any application to the Authority in respect of
proposed flaring of oil or natural gas shall include an

evaiuation of reasonable alternatives to flaring that have

been considered along with information on the amount and
quality ofoil or natural gas involved and the duration ofthe
requested flaring.

(6) ln considering the application under subsection (l)
and (5), the Authority shall be satisfied that flaring is

necessary to safeguard the health and safety of pcrsons in

the contract area or to prevent damage to the property of
any person.

(7) A contractor who contravencs, fails or neglects to

comply with a requirement of this section commits an

offence and shall on conviction be liablc to a fine of not

less than one hundred million shitlings or a jail term of not

less than ten years or both.

90.(l) A person engagcd in any undertaking or
activity pursuant to a petroleurn agreement or permit issued

under this Act shall notify thc Authority within forty eight
hours in writing, in the form and manner prescribed by lhe
Authority, of any accident or incident causing loss of life,
personal injury, cxplosion, oil spill, fire or any other

iccident or incident causing hann or damage to the

environment or property which has arisen in Kenya or
within Kcnya's Exclusive Economic Zone or Outer
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Continental Shell
(2) The Authority may direct an investigation to.be

carried'out into any atcident or incident under subsection

(l) and take such action as it deems necessary'

9l.A person shall not use or employ for.or. in stan&rdisatron

connection with any of the purposes of producing'

transDorting. storing or using upstream p€troleum' any

modi, matiiial or apparatus other than that which complies

*itt ifr" specification or standard of the Kenya Bureau of

Standards or where no such standard exists, any

int".nationut standard approved by the Kenya Bureau of

Standards.

92. Uostream petroleum operations shall be conducted s"r'tv

in such a rnunn., ut to enable a high level of safery to be

maintained and further developed in accordance. *ith *o.,rorr*r.
technological advancement, best petroleum. tno^u^sl?

pru.ti..i the Occupational Health and Safety Act' 2007'

and any other applicable laws.

93, (l) A conrractor shall take such precautions as are 
flJ1v*,"*

necessary to-

(a) ensure the safety of any person ."mpl9y9d 9'
otherwise within the vicinity of any installation ln

accordance with the Occupational Health and

Safety Act, 2007 ' and any other relevant law; and

(b) protect the environment and natural resources'
' ' including taking precautions to prevent pollution'

(2) The contractor shall ensure that the persons

,eferred to in subsection (l )(a) are duly inlormed of those

orecautions and that lhe contractor has secured the requlstte

inrrrun"" to cover any such eventualities'

94, (l) A contractor and any other participant in

upstream petroleum operations shall. at all times maintaln

eillcient measures for emergency preparedness with-a.view

to dealing with incidents which may lead to loss ol llle or

personal injury, pollution or damage to property'

(2) The contractor shall ensure that the measures taken

to privent or reduce harmful cflccts, include measures. to

"nJura 
tt ut the cnvironment is restored as much as possible

i"-li. oiigi""r condition prior to commencement of

operations.
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95. (l) Thc contractor shall initiate and maintain
emergency preparedness measures to prevent and mitigate
against any hazards occurring within facilities and shall at
all times have contingency plans to deal with such
emergencies.

(2) Thc contractor shall place facilities at the disposal
of the relevant authorities for emergency and security drills
and shall, where necessary, participate in such drills.

(3)The contractor shall take all reasonable measures
to_

(a) identify the hazards and evaluate the risks
associated with any work performcd in the course
of upstream petroleum operations carried out
under the license which constitute a hazard to the
health of persons employed for the purposes of
that work and the steps to be taken to comply with
the provisions of this Act and Regulations made
herein, and

(b) as far as practicable, prevent the exposure of the
persons referred to in paragraph (a) to the hazards.

96. (l) The Cabinet Secretary shall establish a disaster
preparedness, prevention and management unit within the
Ministry to co-ordinate response to accidents, disasters and
other cmergencies that may occur within upstream
petroleum operations.

(2) The disaster preparedness, prevention and
management unit shall collaborate with the National
Disaster Operations Centre and other relevant institutions
to ensure a timely response and emergency preparedness
resource sharing.

(3) The Cabinet Sccretary shall formulate and
periodically update a risk assessment of upstream
petroleum operations and implement appropriatc risk
mitigation programs.

97. (l) There shall be a safoty zone surrounding every Sarett zones

facility carrying out upstream pctroleum operations, unless
otherwise determined by the Cabinet Secretary on advice
by the Authority.

(2) The Cabinet Sccretary may upon advice by the
Authority, in cases of accidcnts and emergencies establish
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or extend the safety zones under subsection (l )'

/i'l The extenr of the safety zones referred to- in

"',r,."'.iion 
(l) and (2) shall be determined by the Cablnet

i".i!,j.y"rti J"*uttition wltn the Authority; except where

I *i"w'ron. extends across the border line with another

It"t.. tr1" Cuuin"t Secretary shall consult Parliament'

(4) The Cabinet Secretary may direct that-
(a) a zone corresponding to the safety zone shall.be

established in reasonable time betbre the placlnB

oiit 
" 

fu"ititi". us mentioned in subsection (l);

(b) there shall be a safety zone around and above

abandoned or dumped facilities' or part or rne

facilitY; or

(c) a person shall not carry out unauthorized activity

in the safetY zones'

98. (l) Where an accident or a.n. emergencv, ","-:yi:':5 :Hn:ilT""':'*T
contractoi or other person responsible for the operatlon.Slo oP"totiont pu'.'ont

;;;i'il r*iriii tf,"ru to thcextent necessary' suspend the tocmerscncv

,r.ti.", petroieum operations for as long as the

riquiremeni of prudent operations warrants'

12\ Where soecial circumstances exist' the Cabinet

s""rJily ,nul ora'"iittut uptttu'n petroleum "p:'"tiT-*:
.r*"nala to rhe extent necessary' or may lmpose
"ol..irl,ii", 

""iror,ioi, 
to uiio* 

"ontinuaiion 
ofthe activities

(3) The contractor shall at all times ensure that any

""^#'""r*iin'out 
*o'rt for the contractor possesses .the

ileil; ;iiiE 
",rd 

qualifications to perform the work in a

ilffi;'ffi;;; ;;lJ"oJun'" with regulations made under

this Act.

99. The contractor shall be liable for damage from $u"b.]lg":l'

pottuilon- *ittrout regard to fault from whichever sollrce damascducto

related to the upstream petroleum operations .of the pollur'on

""*t*,.i 
wh.n tlt" damage occurs in Kenya or within its

territorial waters'

PART IX_USE OF LAND FOR T]PSTREAM
PETROLEUM OPERATIONS

100. (l ) Where a contractor intends to enter upon any Access to land

Iuno rii't]# prtpoitt of conducting. upstream P"t'ol"l1
Jpiiuiio"i, u"L.ts to such lands shall be govemed pursuant

69



The Petroleum (Exploration, Development and Productiofi) Bitl, 2015

to the provisions of the Constitution and the relevant land
laws.

(2) A person who wishes to enter upon any land, other
than thal person's land to--

(a) undertake exploratory activities relating to
upstream pelroleum operations; or

(b) carry out a survey of the land for the purposes of
paragraph (a); shall seek the prior consent of the
owner of such land, which consent shall not be
unreasonably withheld:

Provided that where the owner cannot be traced, the
applicant shall give thirty days' notice, by public
advertisement, in at least two newspapers of nationwide
circulation and through such other appropriate forum so as
to ensure that the information is widely publicized within
the local community in which the land exists

(3) The Cabinet Secretary shall prescribe the forms
and procedures for seeking and granting ofthe consent.

l0l. The National Land commission mav authorize in powlr of€nrry ro

writing, any person to enter upon any land specified 'n inspect land

seclion 100 to inspect the land and to do all things that may
be reasonably necessary to ascertain whether the land is
suitable for the intended purpose.

Provided that if there is any damage resulting from
such entry the applicant shall pay in full, just compensation
as is payable under the relevant written laws.

102.(l) An owner, after receipt of a request for consent to proposal

consent under section 100 shall consent in writing to the
development of upstream petroleum operations, upon
agreement being reached with the applicant as to the
amount of compensation payable, il any, and any consent
so given shall be binding on all parties having an interest in
thc land, subject to the following provisions-

(a) that any compensation to be paid by the contractor
giving notice to the owner, in cases where the
owner is under incapacity or has no power to
consent to the application except under this Act,
shall be paid to the legal representative of the
owner;

(b) that an occupier or person other than the owner
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interested in the land shall be entitled to

"omoensation 
for any loss or damage he.may

.r.iii. uittt. development of!pstream petroleum

infrastruiture so long as the claim is made wlthln

three months after the development; or

(c) that anv compensation payable under paragaph (a)
' ' or (b) itratt b'e paid within a period ol tour mo ns

from the date of issuance of the consent and ln lull

io *,. fitton "ntitled 
to such compensation'

(2) No consent expressed in writing in accordance

*i*r '.,iui".tion' iii srturi be void by reason only of non-

compliance with any statutory requirements as Io

regi strat io n .

103.(I) Any person who objects to a proposal t9 i"ifflil"''
,l*"1,.;;;;it;"t" pJtrot"u, infrastiucture on his land shall "'

,""irl'trir JUiJ,lln'in uccordun". with the provisions of the

relevant written laws.

(2) ln the case of acquisition of rights o{ way or. way

leaves,'the person shall raise the objection in accordance

*itt, tti" prof itions of thc relevant written laws'

104' If anv difficulty or question arises. as.to. lE ::ffi:*t "
nerson entitled io compensation payable under thls Acl' tne

ietermination on entitlement shall be made ln accoroance

*iitr ttt" provi.ions of the relevant written laws'

105. (I) After upstream petroleum inlrastructure hut [ff;.:lll: "",",
been laid in'accordanie with this Act, the contractor.or- any land ro inspecr or

iiturix"l*.'9"#1T[l"l#1'd"T"TJ'I!,11':ili[ff :ff::*
;'i;.;;";i;.;; 

- 
irirrastructure is laid with such '

assistance as may be necessary' for .t[e gurgosg 9l
;;;Jfu, inspecting- or repairinc the infrastructurc' or

iJ**inE ,rttt iifrastructure 
-in case where the

infrastruiture is no longer required'

(21 Where upstream petroleum infrastructurc is

."-oi"d. the surface ofthe land shall fo hwith be restoreo

;'ilt';;il;r;"alii"^ t' far as possible and in delault

itr"rl,"ii"ti.*ii"n-muy u" canied out by the owner of the

il;;,;;i1il;;sts thereof shall be recoverable from the

contractor'

106. The provisions of this Act shall not relieve. a :'iXt##L '*"
"on*ulilr'oi 

itt" tiuuitity to make compensation to the ;;;;;;"'ion ror
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lnstallation of
0psream pctroleum
infmstructurc along
roads, milways, elc.

owner or occupier of any land or the agents, workmen or
servants of the owner or occupier of any land which is the
subject of the provisions of this Act, for damage, loss or
loss of use caused by the exercise or use of any power or
aulhority conferred by this Act or by any irregularity,
trespass or other wrongful proceeding in the execution of
this Act, or by the loss or damage or breaking of any
upstream petroleum infrastructure, or by reason of any
defect in such infrastructure.

107. (l) For the purpose of the production and
transportation ofl upstream petroleum, a contractor may
erect, fix, install or lay any oil or gas pipelines, other
infrastructure or apparatus in, through, upon, under, over or
across any public street, road, railway, tramway, river,
canal, harbour or National Government property in the
manner and on the conditions as provided in this Act.

(2) Notwithstanding the provisions of any other
written law, but subject to the provisions of this section, a
contractor may break up any street within his area of
operation, and may erect upstream petroleum infrastructure
along, under or over any such street, and may, from time to
time, operate, repair, alter or remove any such
infrastructure so erected, laid or constructed:

Provided that the person having the control of such
street road, railway, tramway, river, canal, harbour or
National Covernment property shall have a prior right to
break up and repair such street with reasonable dispatch
upon payment to him of a reasonable charge by the
contractor.

(3) A contractor shall, not less than thirty days before
exercising any power conferred upon him by this section,
givc notice in writing to the pcrson concemed of the
intention to do so, except in a case of emergency and in
such case the contractor shall notily the person concerned
as soon as possible after the emergency has arisen.

(4) The porvers conferred upon a contractor by this
section shall, except in a case of emergency, be exercised
only under the superintendence of the person concerned
and according to a plan showing the location or route and
in terms ol specifications approved by the person
concerned, or, if any dispute arises in respect of such plan,
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route or specifications, as may be approved by the licensing

authority:

Provided that if the said person concemed fails to
exercise the powers of superintendence conferred by this

section the contractor may' after giving notice, excrcise

those powers without such superintendence'

(5) Whenever a contractor carries out any work

authoiized by this section, he shalt comply with. the

lesislation. ifinv, of the county government concerned and

sh"all complete ihat work with reasonable dispatch and

reinstate tire street broken up and remove any debris or

iubbish occasioned thereby ind shall, while the street is

broken uo or obstructed, cause the works to be' at all times'

i"nced and guarded and during the night, adequately lit'

(6) lf the contractor lails or unreasonably delays in

"urtying 
out the work relerred to in subsection (5), the

county gore.nment concerned may cause the work to be

executed at the expense of the said contract

(7) A contractor shall pay to the said. county

oou"intant the costs reasonably and necessarily incurred

6y it in executing such work.

(8) Nothine in this section shall be construed as

retieving a cont;ctor of any liability in respect of any loss

or damige caused by his negligence in carrying out 
^suctl

work or 6y his failurl to comply with the provisions of this

section.

108. (1) If the Cabinet Secretary is satisfied that the 
tcfiluiholorh"d

holder ofa license under this Act-
(a) reasonably requires tand for purposes of

constructing, modifying or operating any upstream

petroleum infrastructure or for incidental purposes;

and

(b) has failed to acquire the land by agreement after

making reasonable attempts to do so,

the Cabinet Secretary nray apply to the agency

responsible for the management of the land to acquire lt

compulsorily under the relevant written laws'

(2) The compensa(ion lor the compulsory acquisition

of land'or rights in land shall be determined in accordance
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with the provisions of the Constitution and the relevant
land laws and any other relevant law.

(3) Whenever, in the course of carrying out upstrcam
petroleum operations, any disturbance of the rights of the
owner or occupier of private land, or damage to the land, or
to any crops, trees, buildings, stock or works thcrein or
thereon is caused, the contractor shall be liable on demand
to pay to the owner or occupier such compensation as is
fair and reasonable having regard to the extent of the
disturbance or damage and to the interest of the owner or
occupicr in the land.

(4) If the contractor fails to pay compensation when
demanded under subsection (3), or if the owner or occupier
is dissatisfied with the amount of compensation offered to
him, the owner or occupier may, within six months of the
date on which the dernand or offer is made, take
proceedings before a court of competent jurisdiction for the
determination and recovery of compensation, if any,
properly payable under subsection (3).

PART X-MISCELLANEOUS PROVISIONS

109. (l) All disputes between parties to a petroleum
agreement arising from upstream petroleum operations
shall be resolved through alternative dispute resolution
mechanisms in the first instance as may be provided for in
by the petroleum agreement.

(2) Any other disputes arising from a regulated
function under this Act shall be referred to the Authority
for determination in the first instance.

(3) Any person who is dissatisfied with the decision of
thc Authority under subsection (2) may appeal to the
Tribunal.

ll0. A contractor under a petroleum agreement shall
kecp the national government indcmnified against all
actions, claims and demands that may be brought or made
against the national government by reason of anyhing done
by the contractor in the exercise of the rights under the
petroleum agreement.

Dispute resolution

lndcmnity ofthe
Covemmcnt ofthe
Rcpublic ofKcnya

lll.(l) In accordance with this Act, the Cabinet rramctlork ror

Secretary'ihall develop a framework for reporting, L"Li$I!,.r""0
transparency and accountability in the upstream petroleum accountability.

sector, which includes the publication of all petroleum
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agreements-, records, annual accounts and reports of
revenues, fees, taxes, royalties and other 

"hu.g"ri 
u, *"li

as, any other relevant data and information i-t ut .upport
payments made by the contractor and payments receivit bythe national govemment, county govemments and lodl
communrtres.

(2) For reporting purposes, the transDarencv and
accountability framework lor the upstream petioleum
sector shall be disaggregated into each i.t.ot"urnagreement, non-exclusive permit, drilline oermit-
produdion permit, and plug and' abandonment pE.rn ii i" if,"
tollowing categories-

(a) payment type by each contractor (i.e., taxes, fees,
royalties, and other charges);

(b) production volumes by each contractor measured
at the delivery point ofsale;

(c) transfers ofall upstream petroleum sector revenuesIrom the national government to countygovemments and communities, including
royalties; and

(d) all contractor contributions in cash or in kind to
county governments and local communities.

. . ll2, Where a person is convicted of an offence uncler ordcrs of rorfeirure
this Act, in addition to any other penalty imposed, an order
shall be made-

(a) for the forfeiture of any vehicle, aircraft. vessel or
equipment used in the commission of theoffence;

(b) for the forfeiture of petroleum recovered in the
course ofthe commission ofthe oflence;

(c) for the payment by that person to the national
govemment ofan amount equal to the proceeds of
the sale of the petroleum so received; oi

(d) for the payment by that person to the national
government ofthe value at the wellhead, assessed
by the court in respect of the quantity ,""ou"r"J oi
lor the payment of such a part of that amount as
the court, having regard to all the circumstances,
deems fit.
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113. (l) A person who wilfully-
(a) encroaches, illegally acquires or deals in land set

aside for upstream petroleum infrastructure
projects;

(b) vandalises or attempts to vandalise upstream
petroleum installations and infrastructure;

(c) steals or attempts to steal any upstream petroleum
equipment or appliance or handles any upstream
petroleum equipment or appliance, otherwise than
in the course of stealing, knowing or having reason

to believe the equipment or appliance may be

stolen, or dishonestly receives or retains the

equipment or appliance, or dishonestly undertakes,
or assists in its retention, removal, disposal or
realization by or for the benefit of himself or
another person or if he arranges to do so;

(d) destroys or damages upstream petroleum
infrastructure; or

(e) maliciously misinforms the public on matters of
upstream petroleum with criminal intent or driven
by gain leading to economic sabotage,

commits an offence and shall upon conviction' be

liable to a fine of not less than one hundred million
shillings, or to a term of imprisonment for a term not less

than fifteen years, or to both.

(2) Any vessel used to convey the vandalised

equipment or appliance in the attempted vandalism detailed
in subsection ( I ) shall be forfeited to the state.

(3) Civil recovery may also be instituted in a court of
competent jurisdiction to make good the loss suffered.

114. An employer or principal shall be liable for an

offence committcd by an employee or agent under this Act,
unless the employer or principal proves that the offence
was committed against the employer's or principal's
express or standing directions.

I15. The penalties imposed under this Act shall be in
addition to and not in derogation of any liabilities in respect

of payment of compensation or revocation of a petroleum

agreement or permit as the case may be.
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116. Where any default in or contravention ofany of ceneml penaltv

the provisions of this Act is made for which no fine or
penalty is expressly stated, the person so defaulting or
contravening shall on conviction be liable to a fine of not
less than five million shillings.

ll7. Subject to the provisions of the Constitution and communitv rishrs

any other written law, the community shall have the right
to-

(a) be informed through an appropriate
communication strategy prior to carrying out of
any upstream petroleum operations within their
county and sub-county;

(b) put forward any inquiries, interrogate planned
activities which directly or indirectly affect their
interaction with the ecosystem during the
preliminary phase of awarding ol petroleum
licenses for consideration;

(c) adequate compensation lor land taken over for
upstream p€troleum operations in accordance with
relevant land laws and the Constitution;

(d) be compensated by any contractor who causes
environmental damage or pollution;

(e) be compensated for any injury and/or illness
directly or indirectly related to the upstream
petroleum operations if the contractor was in a
position to take measures to prevent the
occunence of the same;

(f) compensation for damage to property and lost
source of revenue or livelihood as a result of
upstream petroleum operations taking place in
their immediate surroundings;

(g) be educated and sensitized on upstream petroleum
operations within their county and sub-county; and

(h) participate in planning for corporate social
responsibility projects that are to be implemented
within the contract area by the contractor in
consultation with the national government and a
county govemment.

118. (l) The Cabinet Secretary may, on the cabner secrcrary

recommendation of the Authority and su-bject t6 sections I I ["?,li["",.
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and I19, make regulations for or with respect to any matter
that by this Act is required or permitted to be prescribed, or
that is necessary or expedient to be prescribed for carrying
out or giving effect to this Act.

(2) The regulations to be made under this Act may be
formulated by the Authority on its own motion or may be
proposed to the Authority by any contractor, Operator
person.

(3) Before making recommendation of any regulations
to the Cabinet Secretary under this Act, the Authority shall
publish the proposed regulations for purposes of inviting
proposals from the public, in such manner as it may deem
fit, at least thirty days before the regulations are submitted
to the Cabinet Secretary.

(4) The regulations made by the Cabinet Secretary in
accordance with this section may, impose conditions,
requiring acts or things to be perlormed or done to the
satisfaction of the Authority, prohibiting acts or things from
being performed or done and may prescribe periods or
dates upon, within or before which such acts or things shall
be performed or done or within which such conditions shall
be fulfilled.

(5) The regulations made under this Act may be made
for a limited period or without limit of period, and may be
made subject to such conditions as the Cabinet Secretary
deems fit, and may contain such supplemental and
cons€quential provisions as the Cabinet Secretary considers
necessary for giving full effect to this Act.

I19. Without limiting the generality of section I 18,
the Cabinet Secretary may make regulations with respect to
the following-

(a) the rates, or the method ol setting the rates, at
which petroleum and water may be recovered
from any well or petroleum reservoir;

(b) the fees including and not limited to surface fees,
training fees and signature bonus, royalties or any
other payments to be made by the contractor
under a petroleum agreement;

(c) the opening up of areas for upstream petroleum
operations;
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(d)

(e)

(f)

terms and conditions for petroleum agreements;

requirements and procedures for unitization;

terms and conditions for the application. and

;6;;r;l of non-exclusive exploration permit;

terms and conditions for the application and

approval of drilling Permits;

authoritv granted under a drilling-- permit'

pio"ear."s"ur,t methods for drilling wells;

terms and conditions for the application and

approval of Production Permitsl

authoritv granted under a production permit'

;;;;;;;"t" and nrethods for the production

wells;

terms and conditions lor the application and

approval of plugging and abandonment permlls:

authority granted under a plugging 
. 
and

abandonmerrt pcrmit. proccdurcs and metnoos

ioit-f" pfuggin'g and abandonmcnt of wells;

the contractor's schedule for exploration and

production within a block;

obligations for exploration operations and

associated exPenditures;

orocedure, condirions and terms for the

I..i",-.", ur transfer of rights and obligations

ofu-"ontrr",ut" Ltnder a petroleum agreement

registration ol' contractors;

operations and management of the National

Data Centrci

the manner in which reports, data' information

"ni'u"."r"" 
rclating io upstream petroleum

operations shall be submitted to the Authorlly:

conduct o{' field inspections, controls 
- 

and

"nitor""rn"n, 
nlethods and procedures of the

contractors' oPerations;

orocedurcs regarding thc revocation or

I"*i""il"i, ol-' petr6leum agreements and

a""o*rnl..i"ri"g, abandonment and site

(g)

(h)

(i)

o

(k)

(l)

(,n)

(n)

(o)

(p)

(q)

(0

(s)

o
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(u)

(v)

(w)

(x)

(y)

(z)

(aa)

(bb)

(cc)

(dd)

(ee)

(f0

rehabilitation;

conduct of upstream petroleum operations,
conservation of petroleum resources and
measures relating to safety, environmental
protection and the management, production,
transportation, storage, treatment and disposal
of waste, pollution and accidents;

procedures and terms for performance security
measures required to be provided by
contractors;

procedures for protection, safety, and security of
contractor personnel, equipment, materials,
facilities, and supplies in petroleum operations;

criteria for the evaluation of the petroleum
agreement applications and approval of requests
lor extensions of petroleum agreements;

terms and conditions for lhe exploration,
production, development, allocation and sharing
of petroleum;

terms and conditions for flaring of natural gas
during facility and well testing, emergencies or
for safety reasons;

regulations to govern the interests of the County
Governments and local communities where
upstream petroleum operations are being
conducted;

local content development, capacity building
and development in the upstream petroleum
sector;

construction, erection, nraintenance, operation
or use of upstream petroleum facilities;

pressure maintenance in, or thc re-pressuring of
a pctroleum reservoir by re-injection of natural
gas;

secondary or tertiary recovery of petroleum
from a petroleum reservoir and the methods to
be used in such recovery;

re-injection wells that are for sub-surface
disposal of pctrolcum wastc. brinc. waste water
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and other substances produced in association
with the exploration for or the recovery of
petroleum;

(gg) viable use and sustainable markets for
(associated and/or non- associated) natural gas
discoveries;

(hh) methods to bc used for the measurement of
petroleum, brincs and liquid wastes, and other
substances pr,.rduced from a well or petroleum
reservoir;

(ii) requirements for the submittal of well samples,
including petroleum, brine and liquid wastes,
gas, rock chips, and rock cores to the Authority,
receipt and analysis of well logs, geophysical
surveys, gcologic mapping, down-hole
geological arrJ cngineering investigations, well
construction arrd other forms of technical reporls
and research documents;

CI) co-ordination of contractor safety, emergency
preparedness and evacuation procedures, and
suspension ol' upstream petroleum operations;

(kk) framework for transparency and accountability
in the upstrcarn petroleum sector;

(ll) guidelines Lrl accreditation of institutions
offering or intending to offbr training in
upstream pc(rolcum operations; and

(mm) flormation ol' business relationships between
intemational oil companies and Kenyan
companies Ii)r the purpose of technology,
experience, knowledge and expertise
acquisition.

PART XI-RIiPEALS, SAVINCS ANI)
TRANSITI 0NAL PROVISIONS

120. (l) Subject t,r lhe provisions of subsection (2), Repc8ls' savinss

the Petroleum (bxpl,,r'arion' and Production) a"t' ii ffi]ii'"""'repealed. cap.3o8.

(2) Notwithstanding thc provisions ofsubsection (l)-
(a) anlhing donr: under the provisions of the

Petroleum (lJxpkrration and Production) Act or the

8l
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Cabinet Secretary under the Petroleum
(Exploration and Production) Act before the
commencement of this Act shall be deemed to
have been done under the provisions of this Act;

(b) any statutory instrument issued by the Cabinet
Secretary under the provisions of the Petroleum
(Exploration and Production) Act before the
commencement of this Act shall be deemed
statutory instruments granted by the Cabinet
Secretary under lhe provisions of this Act and shall
remain in force until specifically revoked under
this Act;

(c) any revocation ofa license under this Act shall not
cxempt the contractor lrom any liabilities to which
the contractor may have become liable under the
Act before such revocation;

(d) taxes, profit petrolcum and royalties arising from
upstream petroleum operations from the effective
date of this Act shall be collected by the body
responsible for collection of taxes and revenues in
Kcnya;

(e) any subsidiary legislation issued before the
commencement of this Act shall, as long as it is
not inconsistent with this Act, remain in force until
repealed or revoked by subsidiary legislation under
the provisions of this Act and shall, for all intents
and purposes be deemed to have been made under
this AcU and

(0 thc contractual rights and obligations existing
pursuant to the Petroleum (Exploration and
Production) Act are preserved.

(3) 'l'he powers and functions of the Authority under
this Act shall in the interim period before the Authorily is
operationalized be exercised by the Energy Regulatory
Comrnission established under section 4 ofthe Energy Act,
2006.

(4) 'I'he Cabinet Secretary shall, within one year of the
coming into force of this Act, operationalize the Authority
by notice in lhe Gazette.

l7 of 2006



FIRST SCHEDULE (s' 20)

CONDU(]'I-OF MEETINGS OF THE BOARI)

l. (l) The Board slrall meet as often as necessary for the transaction

of business but shall rtlcet not less than four times every financial year

;ilffi;;;ihun'fou, ,rontht shall elapse between the date of one

meeting and the next.

(2) The Chairperson shall preside at every meeling of-the Board at

*rri"il-ir," lt ui.person is present'but in the absence of the chairperson' the

members of the Botrrll i rcsent shall appoint a member from among their

number to preside at thirl nreeting'

(3) The Chairpels"rr or' in the absence ofthe chairperson a member

of tr,J 6#i 
"pp"i[",r 

by the Board to act in the placeof the chairperson'

ffi;;;;iirl" .,'ri rr'special meeting upon a written request bv a

majority of the membe rs'

2.Unlessfivettrc'lrhcrsotherwiseagree,at-leastsevendays'written

"oti"i'Jf'"r".V -.cr'" ,'l-the-Boara snill be given to every member of

the Board.

3. Unless a unlrri ''rrus decision is reached' a decision on any matter

U"fori"- G" s;a.a slrrrll i'g by a majority of votes of the members of the

e";tJ pi"r""t and irr tlr': caie of ai equality of votes' the chairperson or

member presiding slr:l ltave a casting vote'

4. Anv membcr ' 'hc Board present at a meeting of the Board or a

c.rrnii .J irt"i""i :l have thL right to require his opinion to be

,-";;;;J in the minLrt. ll-the Board or the Committee' as the case may

il;;;;;;;.l*ior,. '" 
hich in the opinion of that member is contrary to

his advice or to law.

5- (l) A membcr L,' tlte Board who has a direct or indirect interest in

" 
,"i,") i"iig """ii 

t t o, to be considered by the Board shall' as soon

;Jffi;b"k;;fi.;in. ,.. 
' "nt 

facis concerning the matter have come to his

tnJ*f"Og", disclosc : Irlture of his intereit to the Board and shall not

be preseit during arr' ' ibcrations on the matter'

(2) A disclosrrrr' ' interest made by a member o.f the Board under

sub-section (l) shalt L lecorded in the minutes of the meeting of the

Board and thi memb"' ':rll in respect of that mattcr-

(a) remove hitrt''"rt herself during any deliberations on the matter;

(b) not participrrr ' I any decision taken by the Board on the matter;

and

The Pelroleun (li\Ploralion, Developme nt and Productio ) Bill' 2015
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(c) refrain from attempting to influence or coerce any other member
to decide in his favour.

6. The Board shall cause the minutes of all proceedings of its
meetings to be rccorded and kept, and the minutes of each meeting shall
be confirmed by the Board at the next meeting ofthe Board and signed by
the Chairperson or the member presiding at the meeting.

7. (l) Subject to subsection (2), five members of the Board shall
constitute a quorum for the conduct of business at any meeting of the
Board.

(2) When there is no quorum at or for the continuation ofa meeting
of the Board only because of the exclusion of a member of the Board
under section 26, the other members present may, if they deem it
expedient so to do-

(a) postpone the consideration of that matter until there is a
quorum; or

(b) proceed to consider and decide the matter as if there was
quorum.

ti4
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SECOND SCHEDULE (s.45)

MODEL PR(. I)UCTION SHARING CONTRACT
.I'ABLE 

OF CONTENTS

PART I - SCOPE AND INTERPRETATION

l-Scope
2-lnterpretation

PART II_TERM. Ii,XPLORATION, OBLIGATIONS AND
TERMINATION

3-Term
rHontract Area S Lrlrcnder

5-Minimum ExpIrlation Work and Expenditure Obligations

6-Surface Fees an,l Signature Bonus

7-Termination

PART III-I'IGHTS AND OBLIGATIONS OF THE
CONTRACTOR

8-Rights of the Corrl.ractor

9-General Standar,ls of Conduct

I O-Joint Iiability :r, rd lndemnity

I l-Wells and Sulr cys

l2--Offshore Oper rions

I 3-Upstream Petrr, leum Operations Facilities

I zl-Data and Saml.lcs

l5-Reports

I 6-Environmental I'r'ovisions

l7-Plugging and y'. handonment and Decommissioning Operations

l8-lnsurance

PAII':' IV-LOCAL CONTENT

l9-Adherence to I rrrvs and Regulations

2G-Employment a,,rl Training of Kenyans

2l-Training Fund

22-Preference for | .cnyan Goods and Services

85



The Pelroleun (Explordlion, De|elopmcnt and Production) Bill, 2015

23-Technology Transfer

24-Record Keeping and Reports

PART V-RIGHTS AND OBLIGATIONS OF THE
GOVERNMENT

25-Rights of the Government

26 {bligations of the Government

PART VI-WORK PROGRAMME, DEVELOPMENT AND
PRODUCTION

27-Exploration Work Programme and Detailed Budget

28-Discovery and Appraisal Work Programme

29 -The Development PIan and Annual Work Programme and
Budget

30-Unitization

3 l-Marginal and Non-commercial Discoveries

32-Natural Gas

33-Produclion Levels and Annual Production Programme

34-Measurement of Petroleum

35-Valuation of Crude Oil and Natural Gas

PART VII-COST RECOVERY, PRODUCTION SHARING,
TAXATION, GOVERNMENT PARTICIPATION AND

DOMESTIC SUPPLY OBLIGATIONS

36-Cost Recovery and Uplift

37-Profit Petroleum Sharing and R-Factor

38-Production Sharing

39-Taxation

4O-Title and Risk to Petroleum

4 I --{overnment Participation

42 Domestic Supply Obligations

PART VIII-BOOKS, ACCOUNTS, AUDITS, IMPORTS,
EXPORTS AND FOREIGN EXCHANGE

43-Books, Accounts and Audits

44 Exports and Imports

86



The Petroleum (Exphtrution' Developme nt and Production) Bill, 2015

45-Exchange and Ctlrrency Controls

PART IX_-GENERAL

46-Payments

47-Assignment

48-Manager, Advocate and Joint Operation Agreement

49--{onfidentialitl'

5G-Force majeure

5l-Waiver
52--{overning Larv

53-DisPute Resoltrtion

54-Notices

55-Headings and Amendments

APPENDICES

"A" The Contract Area

"8" Accounting Procedttrc

"C" ParticiPation Agreettre nt

81



20........,... by and between the Government of the Republic of Kenya
(hereinafter referred to as the "Government") represented for the purpose
of this contract by the Cabinet Secretary for the time being responsible
for Petroleum (hereinafter referred to as the "Cabinet Seiretary,,)
and................. incorporated under the Laws ' 

of
Kenya........... .. and having a registered place olbusiness at

The Petroleun (li:xploration, Detelopment and Production) Bill, 20ts

PRODUCTION SHARING CONTRACT

BETWEEN

TTIE GOVERNMENT OF THE REPUI]LIC OF KEITIYA

AND

This CONTRACT, is made and entered into on the ..

. .., Kenya (hereinafter referred to as the "Contractor" which
expression includes its successors and assignees).

(Nole: to be ancnded in casc of a Contractor con,\isting of several
entilies.)

The Covernment and the Contractor hcrein are referred to either
individually as "Party" or collectively as "Parties".

WITNESSETH:

WHEREAS the title to all petroleum existing in its natural condition in
the territory ofKenya is vested in the Covernmenl; and

WHEREAS the Government wishes to promote and encourage the
exploration and the development of Petroleum throughout the contract
area; and

WIIEREAS the contractor desires lo join and assist the Government in
accelcrating the exploration and devclopment of the potential petroleum
within the contract area; and

WHEREAS the contractor has the financial ability, technical competence
and professional skills necessary to carry out the upstream peiroleum
operations hereinafter described; and

WHITREAS in accordance with the petroleum (Exploration,
Developntent and Production) Act, enacted by the Parliament of the
Republic of Kenya, agreemcnts, in the form of production sharing
contracts, rnay be entered into between the Covernment and contractors;

NOW THEREFOI{E, the Parties hereby agree as follows-
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PART I
INTEIIPRETATION AND SCOPE

I. Scope

(l) This contract is a production sharing contract made pursuant to

the Act and regulations.

(2) Subject to this contract, the contractor shall-
(a) have the excltrsive right to carry on upstream petroleum
'-' ol"*ti*. for tlrc duratlon of the contract at its sole cost' risk

uiO 
"*p"nr"; 

and shall therefore have an economic interest in the

development of petroleum in the contract area;

(b) provide all capltal, machinery, equipment' facilities' technology
'-' lnd personnel' nccessary for ihe conduct of upstream petroleum

operations;

(c) as further provicled in this contract' share in the petroleum from

the contract alc,,l and

(d) be responsible to the Govemment for the execution of upstream
'-' p"t.oiim operations in accordance with the provisions of this

contract.

(e) Without prejudice to the contractor's position as an.independent
' ' contractor hlreunder, the extent and character ofsuch work to be

done by the conlractor shall be subject to^the general supervision'

i*i"*'""4 all'r'oval by the Cabinet Secretary' to whom the

contractor shail report and be responsible as set forth herein and

in the Act and rcgtrlations.

(3) The contractor is not authorized to carry on upstream petroleum

or.ruti6n, in any pan ol'Kenya outside the contract area other than in

,I"oiaun". with an autlr,,rization granted under the provisions of the Act'

(4) This contract (loes not authorize the contractor to process and

condici upstream petrol('Lrl'l'l operations beyond the delivery point'

2. InterPretation

(l) In this contract. rvords in the singular include the plural and vice

,"rsu, and except wherc tlte context otherwise requires-

"accounting proc,'tlLtre" means the accounting procedures and

,.quir"..nt, se-t out irr Appendix "B" attached hereto and made an

integral Part hereof;

"Act" means thc

Production) Act;
I)etroleum (Exploration, Development and
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"affiliate" means a person directly or indirectly controlling or
controlled by or under direct or indirect common control with another
p€rson;

"appointee" means a body corporate wholly owned or controlled by
the Government, and appointed for the purposes ofthis contract;

"arm's length price" means arm's length price as defined in the
lncome Tax Act;

"associated natural gas" means (i) any natural gas dissolved in crude
oil under reservoir conditions and (ii) any residue gas remaining after the
cxtraction ofcrudc oil lrom a reservoir;

"Authority" means the Authority established under the Act for the
regulation of the upstrearn petroleum operations;

"barrel" means a quantity consisting of 158.987 litres at standard
atmospheric pressure of I .01325 bars and temperature of fifteen degrecs
centigrade ( I 5oC);

"best petroleum industry practices" means such practices, methods,
standards, and procedures generally accepted and followed internationally
by prudent, diligent, skilled and experienced operators in the upstream
petroleum operations, including practices, methods, standards, and
procedures intended to:

(a) conserve pctrolcum by maximizing recovery of petroleum in a
technically and economically sustainable manner;

(b) promote operational safety and prevention ofaccidents; and

(c) protoct the environment by minimizing the impact of upstream
petroleum operations;

"block" means acreage as defined by specific geographic
coordinates for purposes of upstream petroleum operations as provided by
section 4242 ofthe Act;

"brine" means all saline geological formation water resulting from,
obtained from, or produced in connection with exploration, drilling, welt
stimulation, production ofoil or gas, or plugging of a well.

"Cabinet Secrctary" means the Cabinet Secretary for the time being
responsible for petroleum;

"calendar quarter" or "quarter" means a period of three (3)
consecutive months commcncing with the first day of January, April, July
and October;
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"calendar year" lllcans a period of twelve (l2) consecutive months

"",nrniii'in!-*i,r,lr," 
ti,rt day oi January in any year and 

^ending 
the last

iiy';i'D";&b.; in that year, according io the Gregorian calendari

"commercial assessment period" means the period commencing' at

therequestofthecontractor'atthetimewhenreportregardingthe
evaluation work progrartrl.ne 

'"tuiittg 
to the discovery of non-associated

natural gas has been strl'lnitted by the contractor;

"commercial discovery" means a discovery of-petroleum which has

b"., ;;;';;;i;;iJ-i' ".iodunt" 
with the provisions of clause 0' and

;;i;.- u."proau :d commercially according 10 best petro.leum

;;;;ii;;""tt"d after the consideration of all pertinent technical and

economic data;

"commercial prorrrtction" means the- quantity of petroleum produced

on u ,"gr[i busi. t' n, a co'mer"iut held''saved and not used in

upstream Petroleum oP rat ions;

"commercial fick' nreans the geological structure or feature which

h"rtt ;;;';;;;;e i.' ,.uoirs r'o,n i"t,'itri.p"ttoleum..production mav be

commercially undertal n through a defined set ol tacllltlesl

"conservation o1- petroleum resources" means prevention and

*irirni)u't"i* o?*usti,"ci'f petroieum, protection of correlative rights and

maximization of ultinl 'c economic recovery'

"Constitution" nru ttts the Constitution ofthe Republic of Kenya;

"contract area" tcans the area covered by this. contract' and

a"r"rii"J-ln- eppend I "A", and any su"h area as may- be. modified in

accordance with tlr- terms' of this contract'- including through

;;il;., tu.i"na. . rvithdrawal, extension' or otherwise;

"contract yead' r'leans twelve (.12) consecutiv"e calendar months

from the effective dat,: 't lrom the anniversary thereoti

"contractor" mea I i tlle contractor as defined in the Act;

"control" in relatl n to any person' means the-possession' directly or

i"ait"Jiv, 
"J 

tr',. io,' ,o direcr or cause the direction of the management

hv thrt nerson- wh' 'rer tnrough the ownership of shares' voting'

;J.;il;t,";;",;hi; ;' other-ownership or participation interests'

agreements or otherlv i c;

"crude oil" mearr all hydrocarbons regardless of gravity wh-ich are

nrormced at the wcl' ..,,4 ii-iiqriO state it atmospheric conditions of

ffi;;ffi; "ra n,' ''''"' und the liquid hydrocarbons krown as

distillates or condetr'' , o' nui'iut gas liquids o6tained from natural gas

by condensation or e:' rction; 
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"decomm issioning" means abandonment, recovery and removal and
disposal, or if applicable re-deployment, of wells, flow lines, pipelines,
facilities, infrastructure and assets related to upstream petroleum
operations;

"decommissioning costs" means all the costs and expenditures
incured by the contractor when carrying out decommissioning
operations, including those defined in the accounting procedure;

"decomm issioning plan" means the plan for the decommissioning,
abandonment, recovery and removal, or if applicable redeployment, of
wells, flow lines, pipelines, facilities, infrastructure, and assets related to
upstream petroleum operationsi

"delivery point" means the point at which petroleum passes through
the intake valve of the pipeline, vessel, vehicle or craft at a terminil,
refinery, processing plant in Kenya or such other point as may be agreed
by the Government and the contractor, with such point to be specified in
the production sharing contract;

"development area" means the area delimited in a development plan
adopted under clause 29 hereof;

"development costs" means all the costs and expenditures incurred
by the contractor when carrying out development operations, including
those defined in the accounting procedure;

"drilling permit" means a permit issued by the Authority, which
allows the contractor to conduct drilling operations of an individual well
that includes construction ofa well, a well site and access road to the well
site, and the ability of the contractor to move and use facilities,
equipment, supplies, and materials to the well site during drilling,
monitoring, appraisal and evaluation activities of upstream petroleum
operations;

"economic limit" means that point in the life of the field where
expected revenue to the contractor from upstream petroleum operations is
insufficient to cover the operating costs to continue upstream petroleum
operations in accordance with the requirements ofthe contract;

"effective date" means the date falling ninety days after this Contract
has been executed by the contractor and the Govemment when the
contractor shal I commence operations;

"equity participant" means any person who is for the time being a
component of the contractor, and its successors or any assignee(s) of its
interest in the contract or under this contract, provided that the
assignment of any such interest is accomplished pursuant to the
provisions of clause 47 hereof;
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"execution date" nteans the date this contract has been signed by the

contractor and the Govcrnlnentl

"exoloration and appraisal costs" means all the costs and

"*o"ni'it'rr"t 
ir"u.."J uv t'hl contractor when carrying out.exploration or

il;;i;;l-G;"iions, irrcJuding those defined in the accounting procedure;

"exploration operations" include geological' geochemical and

o.onhvsical survevs and analysis, aeria-l mapping, investigations .of
:ilffiil;;;ex_srt.ti grapt'lc test dri lting' diilling exploratory wel ls'

;;;;;;;;il;%ggi',gind work necessarilv connected therewith;

"exploratory well" means a well drilled in search ofpetroleum to test

" 
g""rigiiui f"uirr" *hi"h has not been determined to contain petroleum

in commercial quantities;

"facilitY "includes:
(a) anv structure, tlcvice, roads, or other associated installations or

infrasiructure including wells, flow lines, pipelines' separators' storage

iunti, O.ittirg rigs, gas processing plants,-riil stations' pump stations'

t".pi**, .i",i"?,J u"na .quip,"ni"onstructed' placed or used in order to

carry out petroleum oPcl'itt lonsi

(b) vessel, vehicle or craft when stationary and used for drilling or

suppii olongoing upstream petroleum operations; and

(c) vessel. vehicle or craft for transportation of petroleum in bulk

when connected ro a lacility for loading of petroleum;

"first production" ueans, with -respect 
to a de.velopment area' the

,norn*i-*'t .n commercial pioduction'of crude oil or non-associated

;ffi;i;; t;; tt," .u.. ,nuv'be) first commenqes flom that development

area- bv flowinq at thc rate forecast in the development plan without

inteiruition for i mininrtrm offorty-eight (48) hours;

"fiscal vear" means a period of twelve (12) consecutive months

"orr".po^ai"g 
io the yerrr of income as defined in the lncome Tax Act;

"flow line" or "gathering line" means those segments of pipe

comolete with equipmcnt. suJh as pumping or compressor stations'

;;';;;;r. ;;;';i. 'tr',,r.t, communication ivstems and valves' for

;,"*ililg;;ffr.r* r.. the wellhead in the contract area to the

jun"ilon or"u itunk pipcline or a transmission pipelinc;

"Income Tax Act" means the lncome Tax Act of Kenya as amended

from time to time;

'LIBOR' mcans the London Interbank Offered Rate for one month

a"potil. of-i.rS'Ooliat, aisptay"d on page 'LIBOR0I" of the Reuters
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Money Rates Service (or any other page that replaces page *LIBOR0I"
for the purposes of displaying the British Bankers Association (BBA)
interest settlement ratcs for such deposits of US Dollars in the London
Interbank market) on the date of determination, or in the event the
Ileuters Money Rales Service, or a successor thereto, no longer provides
such information, such other service as may be agreed by the parties
hereto that provides the BBA interest settlement rates for such deposits of
US Dollars in the London Interbank market and any other required
information previously provided on page "LIBOR0l ";

"local content" means the added value brought to the Kenyan
economy from petroleum related activities through systematic
development ol national capacity and capabilities and investment in
developing and procuring locally available work force, scrvices and
supplies, for the sharing of accruing benefits;

"Market Evaluation Report" means a report for a potentially
commercial natural gas discovery by the contractor identifuing potential
market for natural gas, expected volumes for such market, infrastructure
potentially required to access such market and expectations of price for
the natural gas supplied to such market;

"maximum efficient rate" means the rate at which the maximum
ultimate economic petroleum recovery is obtained from a commercial
field without excessive rate of decline in reservoir pressure, and
consistent with best petroleum industry practice;

"ministry" means the Ministry for the time being responsible for
petroleum in Kenya;

"natural gas" means hydrocarbons that are in a gaseous phase at
atmospheric conditions of temperature and pressure, including wet
mineral gas, dry mineral gas, casing head gas and residue gas rcmaining
after the extraction or separation of liquid hydrocarbons from wet gas,
and non-hydrocarbon gas produced in association with liquid or gaseous
hydrocarbons;

"non-associated natural gas" means any natural gas that is not
associated natural gas;'

"operator" means the designated entity that is responsible for
managing the day to day operation of oil and gas exploration,
development and production;

"person" means any natural orjuridical person;

"petroleum" means all hydrocarbons and includes crude oil and
natural gas, whether capablc of being produced from conventional and
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unconventional reservoirs, including shale oil, oil shale' shale gas' coal

["J .etttane gas, tar sands, and other sources of hydrocarbon reseryes;

"oetroleum agreenlcnt" means the agreement, contract' license or

other irrangement-betwccn the National Government and a contractor to

;;;;r;46;;", petroleurn operations in accordance with the provisions

of the Act.

"oetroleum costs" lt)cans expenditure made and obligations incurred

,"d ";;'il th. ;tractor in carrying out upstream petroleum operations

;;;ft;;' determined in accorianie with the accounting procedure

uttu"t 
"a 

n"t"to in Appendix "8" and made a part hereof;

"uostream petroleultl operations" means alt or any of the operations

,.tut.i'to'-ttt"'exploration' development, production' separation and

ti.ut."nt, storage and transportation of pitroleum up to the agreed

delivery point;

"nlussins and abattdonment permit" means a permit issued by the

nrtr,olit"l-'*'fli.'t uLto". lhe c;ntractor to conduct plugging and

^L""J."'"i.", 
operation. of an individual well, which includes the proper

,",t 
"a"f.gy 

ui upp.ou.a by the Authority, and complete restoration of
it .-i"Jiria"'i"L weii sitc and wetl site actess road and removal of all

"qrip.""i, 
trppfies and rnaterials used during the drilling and production

liiensed upstream petrolcLlln operalions;

"production costs" nleans all the costs and expenditures. incurred by

the co'ntractor when carrying out production operations' including those

defined in the accounting procedure;

"oroduction oermit" ttlcans a permit issued by the Authority' which

,ll"*Ji;;-;;;;"iior tn co,rduct pioduction operations of an individual

*"ii unJ in"irA"s and ttot limited to the system of production facilities'

rr.t 
"r1""f. 

U"tteries, ploduction units, flow lines and gathering lines'

;il ;th;; ;q;ipment, 
'as deemed necessary, to conduct production

activities;

"production sharing contract" means a petroleum agreement between

the G'overnment of thc l(epublic of Kenya and a contractor' which

.nuULt tt" 
"ont.uctor 

to c\plore, develop and produce petroleum within a

contract area;

"regulations" mealls lllc Regulations made under the Act as from

time to time amended;

"revenue" means the expected revenues derived. from the

"onuanun"a-una 
sale ol t,etrolcum at the delivery point together with any

firm tariffincome earn('\i [)] tlle field facilities, ifany;
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"semester" means a period of six (6) consecutive months,
commencing with the first day of January or the first day of July of a
calendar year.

"underground injection control well" or "UIC well" means an
individual non-commercial existing well that is converted to a brine
injection well for thc sole purpose of disposal of brine and liquid waste
and includes all facilities necessary to conduct safe injection operations.

"underground injection control well pcnnit" means a permit issued
by the Authority, which allows the contractor to convert an individual
existing well to a brine injection well for the disposal ofbrine and liquid
waste and includes all facilities necessary to conduct safe injection
operations.

"well "means any borehole, whether drilled or bored, within Kenya
for production, extraction, or injection of any petroleum or liquids,
excluding fresh water to be used as such, but including natural or artificial
brines and well treatment chemicals.

PART II
TERM, EXPLORATION OBLIGATIONS AND TERMINATION

3..Term

(l) The contractor is authorized to conduct exploration operations
within the contract area during an initial exploration period of
contract years from the effective date.

(2) The contractor shall begin exploration operations on the effective
date.

(3) Upon written application by the contractor made not later than
thirty (30) days prior to the expiry of the initial exploration period, the
Cabinet Secretary shall, if tho contractor has fulfilled its work and
expenditure obligations under this contract, grant a first additional
exploration period of . .............contract years.

(4) Upon written application by the contractor made not later than
thirty (30) days prior to the expiry of the first additional exploration
period hereofl, the Cabinet Secretary shall, if the contractor has fulfilled
its work and expenditure obligations under this contract, grant a second
additional exploration period of ............... contract years.

(5) In order to enable the contractor to complete the drilling and
tcsting ofan exploratory well actually being drilled or tested at the end of
the second additional exploration period, the Cabinet Secretary shall, on
written application by the contractor made not later than ninety (90) days
before the expiry of that exploration period, grant an extension for such
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period as may be necessary lor the contractor to complete the drilling and
testing ofthe well, which the contractor shall carry out continuously and

diligently, which in any event shall not extend such period by more than
one hundred and twenty ( 120) days.

(6) Unless extended in accordance with the provisions of clause 3,

this contract shall expire automatically at the end of the initial exploration
period or at the end of any additional exploration period, except as to any
development area. However, if the contractor reports, pursuant to sub-
clause 28(8) hereol that a commercial discovery has been made before
the expiry of the initial exploration period stipulated in sub-clause 3(l)
hereof or any additional exploration period thereof, this contract shall not
expire in respect to the relevant development area, but shall continue as to
such development area for a term ofup to twenty five (25) years from the
date ofthe development plan for that development area is adopted under
sub-clause 29(4) hereof.

(7) In the event that the contractor has fulfilled all its obligations for
the specified tenn of the contract, the contractor may request an extension
of the development area for a further period not exceeding ten ( I 0) years.

The Cabinet Secretary shall consider such a request in accordance with
the provisions ofthe Act.

4. Contract Area Surrender

(l) The contractor shall surrender-

(a) At least twenty five percent (25%)of the net area deterrnined by
subtracting the development areas from the original contract area

at or before the end ofthe initial exploration period;

(b) An additional of at least twenty five percent (25o/o) of the net

area determined by subtracting the developrnent areas from the
remaining part of the original contract area at or before the end
ofthe first additional exploration period; and

(c) At or before the end ofthe second additional exploration period,
allofthe remaining contract area that is not a development area.

(2) The contractor may surrender a part of the contract area and such

a voluntary surrender shall be credited against the next surrender
obligation ofthe contractor under sub-clause 4( l).

(3) The shape and size of an area surrendered shall be in a

contiguous area of which its longer side shall not be more than three (3)

times its shorter side, and shall be approved by the Cabinet Secretary,

approval which shall not be unreasonably withheld.
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(4) Thc contractor shall givc one (l) year's written notice of
surrender in respect of a producing field and thirty (30) days written
notice of surrender in respect of any other part of the contract area. In
case ofa surrcnder ofthe entirc conlract arca the contract shall terminate.

(5) No surrender made in accordance with this clausc shall relieve
the contractor of;

(a) its obtigations to conrply with the minimum exploration work
and expenditure required in clause 5; or

(b) any other obligations which may have accrucd prior to the date

of surrender.

(6) Upon surrender of any contract area the contractor shall perform
all nccessary clean-up activities and undertake all necessary restoration
and reclamation measures in accordance with the best petroleum industry
practices and the relevant laws.

(7) It shall bc a requirement for the portion surrendered under this
clause to have geological and geophysical data which the contractor shall

be under obligation to submit at the time of surl'cnder.

5. Minimum Exploration Work and Expenditure Obligntions

(l) The contractor shatl carry out the following minimum work and

expenditure obligations;

(a) during the initial exploration period of
years-

(i) in the event this contract relates to an onshore block, carry out
geological, geochemical and geophysical studies, comprising;

(a) the compilation ofa technical database;

(b) the performance ofa remote sensing study, and

(c) a field visit to verify initial geological, geochemical and

geophysical work and remote sensing results and plan for
two dimensional seismic acquisition;

(ii) carry out a data search for existing data specific to the contract
area, including-

(a) well data, ifavailable;

(b) seismic data and gravity data, ifavailable; and

(c) reprocess seismic data, gravity and magnetic data, if
ava ilab le;

contract
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(iii)........kms of seismic with a minimum expenditure of [].S.
dollars

(iv)drilling of ...... exploratory wells to a minimum
depth of 3,0
U.S. dollars

00 meters per well with a minimum expenditure of
for each well;

(b) during the first additional exploration period of.. . ... contract
years drilling of
exploratory wells to a minimum depth

meters per well with
U.S. dollars

of

each well;

(c) during the seco
years drillin
exploratory

m tntmut.tl

nt ln I nl ul'11 expenditure of
for

nd additional exploration period of .... '.contract
gof
wells to a minimum d

meters Per wel
epth of
I with a

dollarsexpenditure of U.S.
for each well.

(2) The futfiltment of all work obligations shall not re-lieve the

contractor of the corresponding expenditure obligation therein.

(3) If the drilling of an exploratory well is discontinued, prior to
reaching the irinimum depth herein specified, because that well

has encountered the basement, an impenetrable substance or any

condition which in accordance with best petroleum industry
practice would make it unsafe or impractical tocontinue drilling,
ihe rninimum depth obligation in respect of that well shall be

deemed to be futfilled.

(4) An appraisal well drilled to appraise and evaluate a conrmercial' ' 
discwlry under an Appraisal Work Programme pursuant.to sub-

clauses 28(2)and (4) shall not be considered to be an exploratory

well for ihe purpose of fulfilling the required number of
exploratory wells.

(5) The rninimum exploration expenditure set forth -in sub^-clause

5(l) are expressed in U.S. dollars of thc year of the effective
Aite. tn any contract year of either the initial exploration period

or of any additional exploration period, for the purpose of
comparison of the actual costs incurred and paid by the

cont;actor with the minimum exploration expenditure, the actual

costs incurred and paid by the contractor for seismic operations

and the drilling of exploratory wells during that contract year
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shall be converted into constant U.S. dollars by dividing the

costs, by the "discount rate" which is the sum ofone (l) and the

decimal equivalent of the percentage increase in the United
States Consumer Price Index, as repofted for the first time in the

monthly publication "lntcrnational Financial Statistics" of the

International Monetary Fund, between the month ofthe effective
date and the month when such costs were incurred.

(6) The contractor shall submit a revised programmed and a budget
in the cvent that the contractor may incur additional expenditure
in relation to the initial minimum expenditure obligation'

(7) On or before the commencentent ofthe initial cxploration period
or of any additional exploration pcriod the contractor shall
provide a security of 50% Bank Guarantee and another 50% by
ihe parent company, in a form acceptable to the Cabinet
Secretary, guaranteeing the contractor's minimum work and

expenditure obligations under sub-clause5(l ) hereof.

(8) If at the cnd of either the initial exploration period or of any
additional exploration period or upon the date of termination of
this contract, whichever occurs first, the contractor has not
fulfilled its minimum work obligations under sub-clause 5(l)
hereof, and/or its rninimum expenditure obligations under sub-

clauses 5(l) and 5(5) hereot the contractor shall pay to the

Government the minimum monetary obligation in respect of the

work not caried out multiplied by the discount rate, as defined
in sub-clause 5(5) and calculated on the last month of that
exploration pcriod, and/or the shortfall, if any, between the

amount expended, in accordance with sub-clause 5(5), and the

minimum monetary obligation for that exploration period,

rnultiplied by the discount rate, as defined herein above'

6, Surface Fees and Signature Bonus

(t) The contractor shall pay, on or before the beginning of the

relevant contract year to the Government, the following surface fees-

The Petrotew, (FJploralion, Dewlopnenl and Ptoduclion) Bill, 2015

i. U.S. dollars per square kilometre per

year for the initial exploration period;

U.S. dollars ....... per square kilometre per
year for the first additional exploration period; and

ll.

iii. IJ.S. dollars .....
year for the second additional
extension thereof.

.... per square kilomctre per
exploration pcriod or any
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(2) The said payments shall be calculated on the basis of the surface

ur.u oithe contrait area on the date those payments are due

(3) A fee payable under sub-clause 6(l) is not re.fundable and a late

puyrn'"iitr,uiL ittiact interest in accordance with sub-clause 46(2) hereof'

(4) A sisnature bonus of U.S. dollars
puyuil. to th; Ministry by the contractor upon execution of the

by the Cabinet Secretary.

7. Termination
( l) Subiect to the provisions of the Act, the Cabinet Secretary may

t.*i),I 
" 
it'ii contract' by giving the contractor written notice' if the

contractor-
(a) fails to make any payment to the Govemment as required under

this contract for a period exceeding thirty (30) days:

(b) becomes insolvent, makes a composition with creditors or goes
' ' into liquidation other than for reconstruction or amalgamation; or

(c) fails to provide or maintain the security and insurance stipulated

in this contract; or

(d) is in material breach of any other obligation under the Act'

regulations or this contract.

(2) The period of notice in respect of sub-clauses .7( 
lXa) and (c)

h.."i rhutl de thirty (30) days, and in any other case ninety (90) days'

tri if dr" contractoi rernediei the breach within the period of the notice'

itt. iuUi""t Secretary shalt withdraw the notice' Where the Cabinet

S";;;t reasonably believes that the contractor is using its best efforts to

."."J, if," defauti. the Cabinet Secretary may withdraw the notice'

accordingly.

(3) When this contract is terminated or expires in whole or in part'

tn. 
"#tru.to, 

shall conclude the upstream petroleum. op€rations in the

u."u u, to which this contract has terminated or expired in an orderly

manner minimizing harm to the Government and third parties'

(4) Where control over one ofthe entities constituting the contractor

is ctranged, the continuation of the contract shall be subject to the consent

o1t'fr" 6uUi""t Secretary, which shalt not be unreasonably withheld' and

fb,-th.;;6;*-"f this sub-clause 7(4) the term ':glttol" shall have the

ru." *luning ut set forth in the definition ofan affiliate in clause 2'

shall be
contract
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PART III
RIGHTS AND OBLIGATIONS OFTHE CONTRACTOR

8. Rights of the Contractor

([) The contractor shall have the right to carry out the upstream

*toi"ir* or"rutions within the contract area, subject to the provisions of
ihis contract and applicable law for the term hereof'

(2) The contractor is granted the right, subject to applicable law' to

enter upon the contract area and conducl upstream petroleum operations

ifrli", fri p"r*itsion may be granted to. other persons (o search for and

mine'minciuls, other than petrieutn, so long as they do not unreasonably

interfere with the upstream petroleum operation-s, and easements and

;i;ti; 
"1 

*uy rnuy b. grunt"i to other persons for the benefit of land

adjacent to the contract area.

(3) The Cabinet Secretary shall recommend to the relevant

authoriiies to grant the necessary permit to the contractor to access-

(i) water in the contract area for the purpose of the upstream

petroleum operations but the contractor shall not

unreasonably ieprive the users of land, domestic settlement

or cattle wa[ering place ofthe water supply to which they are

accustomed;

(ii) sccurity within the contract area, and;

(iii) any other services the contractor may require in performance

of uPstream operations.

(4) The contractor may, for the purpose. of.the upstream petroleum

nn".uiionr. use qravel, sand, clay and stone in the contract area but not

*ithort 
"onrant-or 

license granted under the relevant law'

(5) Further to the provisions of section I l0 of the Act and subject to

the oi&isions of the aonstitution and any written laws, the contractor

mavexercise all rights granted to it by this conlract'

9. General Standards of Conduct

(l) The contractor shall carry out the upstream fi^etroleum operations

aitigJnity and in accordance wiih the provisions of this contract' best

petr;leum industry practice and applicable law'

(2) Without limiting the foregoing, the contractor shall' in
accordance with the Act and regulations-

(a) maintain adequate financial, technical and professional capacity

throughout the contract Period;
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(b) at all times ensure that any sub-contractor or agent of the

contractor acting on its behalf possesses the necessary skills and

qualifications to Perform the work;

(c) ensure that all facilities, such as machinery, plant, equipment,

materials, supplies and installations used by the contractor in

connection with the upstream petroleum operations are ofproper
and accepted construction standard and are kept in good repair;

(d) use the resources of the contract area as productively as possible

and ensure that petroleum discovered and produced are properly

contained during upstream petroleum operations, and brine,

drilling fluids, mud or any other liquids, solids or waste

substaices are properly contained and disposed of during
upstream petroleum oPerations;

(e) prevent damage to producing formations and to adjacent strata' ' 
which bear petroleum, brine or fresh water, and prevent brine,

fresh water and petroleum entering through wells into strata

bearing petroleum, except where: (i)approved brine and liquid
waste injection well operations, and (ii) secondary and tertiary
recovery operations are being conductedl

(f) properly confine petroleum and brine in steel storage tanks
' ' 

constructed for thai purpose, and not place petroleum, brine and

drilling fluids in open drilling pits and earthen reservoirs for
storage or drilling, completions and production operations except

temporarily in an emergencY;

(g) dispose of oil, brine, salt water and other liquid and solid waste'-' 
in accordance with best petroleum industry practice, to avoid

damage to the environment and pollution; and

(h) comply with the applicable laws of environment protection,

health and saferY.

10. Joint Liability and IndemnitY

(l) Where the contractor consists of more than one person their

liability shalt bejoint and several.

(2) The contractor shall cause as little darnage as possible to the

surfaie- and subsurface of a contract area including domestic animals,

wildlife, trees, crops, buildings, roads, surface waters, underground water

aquifers, soils, facilities and infrastructure and other property thereon, and

shall forthwith repair any loss or damage caused, and shall pay full and

reasonable complnsation for any loss suffered as determined by an

internationally recognized independent expert appointed by both parties'
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(3) The Cabinet Sccretary may, if he has reasonable cause to believe
that the upstrcam pctroleum operations may endanger persons or
propcrty, cause pollution, harm marine life or interfere with navigation
and fishing, order the contractor to take reasonable remedial measures or
order the contractor to discontinue the rclevant upstream petroleunl
operations until such measures, or mutually agrecd alternatives thereto,
are implemented.

(4) The contractor shall maintain appropriate and adequate third
party liability insurance and workmen's compensation insurance and shall
provide thc Cabinet Secretary with evidencc of lhose insurances before
the upstream petroleum operations begin.

(5) The contractor shall indemnify, delend and render the
Government free from all claims and damage which, but for the conduct
of the upstream petroleum operations by the contractor or a sub-
contractor, would not have arisen or occurred.

I l. Wells and Survcys

( l) Unless such notice is waived, the contractor shall not drill a well
or borehole or recomm€nce drilling aftcr a one hundred and eighty ( I 80)
days' cessation without thirty (30) days' prior notificalion to the Cabinet
Secr€tary and thc Authority rvhich notice shall set forth the contractor's
reasons for undcrtaking such drilling and shall contain a copy of the
drilling programme.

(2) The design and construction of a well or borehole and the
conduct of drilling shall be in accordance with the drilling permit issued
by the Authority and best petroleum industry practicc.

(3) No borchole or well in a contract area shall be drillcd without a

drilling permit from the Authority, which may give special considerations
ofthc distance ofthe contract boundary area.

(4) Production of a well shall be in accordance with the production
permit issued by the Authority and the contractor shall produce the well
using best petroleum industry practice and conservation of petroleum
resources principles;

(5) Conversion and operation of a well to an underground injection
control well shall be in accordance with the underground injeclion control
well permit issued by the Authority and the contractor shall only inject
brine and liquid wastc into the well, as permitted, using best petroleum
industry practicc;

(6) Plugging and abandonment ofa well shall be in accordance with
the plugging and abandonrncnt permil issued by the Authority using best
petroleum industry practice;
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(7) The contractor shall not-
(a) plug and abandon a well or remove any permanent form of

casing therefrom, without giving forty eight (4g) hours prior
notification to the Authority, and an abandoned well shail be
securely plugged to prevent environmental damage, pollution,
sub-sea damage, or water entering or escaping from ihe strata
penetrated; or

(b) commence drilling, re-enter or plug a well unless a
representative of the Authority has been given a reasonable
opportunity to be present.

(8) The contractor shall state, in its application to plug and abandon
a well on land, whether that well is capable of providing fresh water
supply.

(9) The contractor shall, within sixty (60) days of termination or
expiry of this contract or the surrender of part of the contract area,
deliver up all 

. 
productive wells, in the said iurrendered area, in gooj

repair and working order together with all casings and installations w-hich
cannot be moved without damaging the well, but the Authority may
require the contractor to plug and abandon the well at the contractorts
expense by notifying the contractor within thirty (30) days after such
termination,or expiry is effected or at least ninety (90) days prior to
surrender ofa development area.

(10) Where the contractor applies to permanently plug and abandon
an exploratory or an appraisal well in which petroleum of potentially
commercial significance has not been found, the Cabinet Secretary in
consultation with the Authority may request the contractor to deepen or
sidetrack that well and to test the formations penetrated as a result of such
operation, or to drill another exploratory or appraisal well within the same
prospect area, subject to the following provisions-

(a) any such additional upstream petroleum operations shall be at the
sole cost, risk and expense of the Cabinet Secretary and shall be
paid lor in accordance with the accounting procedure. The
Government shall advance to the contractor the funds necessarv
to conduct the operations;

(b) the contractor shall not undertake such additional work if it will
interfere with the conduct of the contractor,s upstream petroleum
operations or if it is not commercially, technically or
operationally feasible;

(c) in the event that the upstream petroleunl operations undertaken
under this sub-clause ll(10) result in a commercial discovery
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which the contractor elects to evaluate and/or develop as a
commercial field, the contractor shall reimburse the Government

six hundred pcr cent (600%) of the costs and expcnses incurred

by the Goveinment lor thc conduct of the operations and such

sum shall be paid within thirty (30) days ofthe notification madc

by the contrattor. If the contractor does not make such clection,

the Governntcnt shall have the right to continue the petroleum

operation on this commercial discovery at the sole cost, risk and

expense of the Government.

(ll) The contractor shall give the Cabinet Secretary and Authority

thirty (j0) days' notice of any proposed seisnric and/or geophysical

surveyi, which noticc shall contain complete details of.the programme to

bc conducted. At the rcquest of the contractor, the Cabinet Secretary may

waive the notice period.

12. Offshore OPerations

(l) The contractor shall ensure that facilities erectcd offshore in

Kenya;s territorial waters and cxclusive economic zone shall be

(a) constructed, placed, rnarkcd, buoycd, equipped and maintained

so that there ire safe and convenient channels for shippingl

(b) fitted rvith navigational aids approved by the Cabinet Secretary;

(c) illuminated bctween sunset and sunrise in a manner approved by

the Kenya Ports Authority and Kenya Maritime Authority; and

(d) kept in good repair and working order.

(2) The contractor shall pay compensation as determined by expert

for any'damage to and/or any interfcrence with, including but not limited

to fishing riglits causcd by the upstream petroleum operations'

13. Upstream Pctroleum Operations Facilitics

(l) With the written consent of the Cabinet Secretary, which consent

shall not be unreasonably withheld, the contractor shall have the right to

construct access roads, drill water wells and to place facilities necessary

to conduct the upstrcam petroleum operations, including-but not limitcd

to storagc tanks, how line!, shipment installations, transmission pipelines,

water pipelincs and cables, located insidc or outside the contract area'

Such consent of the Cabinet Secretary may be conditional on thc use by

other contractors of the excess capacity, if any, of those lacilities Whcre

the Cabinet Sccretary and the contractor agree that a mutual econornic

benefit can be achieved by constructing and operating common facilities,

the contractor shall use its best eflbrts to reach agreement with other

contractors on the construction and operation ofsuch common facilities'
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(2) Other contractors may use the facilities of the contractor on
payment ofa reasonable cornpensation which includes a reasonable retum
on investment to the contractor and provided that the use does not
unreasonably interfere rvilh the contractor's upstream petroleum
operations.

(3) The Cabinet Secretar), may after consultation with the Authority
and contractor consent to lhe l)lacement of facilities such as flow |ines,
transmission pipelines, water pipelines and cables in the contract area by
other persons, but those facilities shall not unreasonably interfere with the
upstream petroleum operations of the contractor.

(4) Subject to clause 17, on termination or expiration of this contract
or surrender of part of the contract area, the contractor shall remove all
petroleum operation facilities from the contract area or the part
surrendered other than thosc that are situated in or related to a
development area or, at the option ofthe Cabinet Secretary, the contractor
shall transfer them, at no cost, to the Government, in their current
condition in which case thc Govemment shall be responsible for
operating, maintaining, plugging and abandoning and decommissioning
ofsuch facilities.

(5) When the rights of thc contractor in respect of a development
area terminate, expire or are sLrrrendered, the contractor shall transfer to
the Govemment, at no cost, thc upstream petroleum operations facilities
that are situated in the developrrrent area or that are related thereto, unless
such facilities are or may bc utilized by the contractor in upstream
petroleum operations under this contract, but the Govemment may
require the contractor to ren]ovc the facilities at the cost of the contractor
in accordance with clause I 7.

14. Data and Sarnplcs

(l) The contractor shall keep logs and records of the well
construction, drilling, deepening, perforations, production, plugging and
abandonment of borcholes and rvells, in accordance with best petroleum
industry practice and containing particulars of-

(a) the strata and sub-soil through which the borehole or well was
drilled;

(b) the casing, tubing and down-hole equipment and alterations
thereoi inserted in a borehole or well;

(c) petroleum, Ilesh rvater aquifers, brine and workable mineral or
mine workings encountcred; and

(d) any other matter related to upstream petroleum operations
required by the Cabinet Secretary and Authority.
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(2) The contractor shall record, in an original or reproducible form
of good quality, and on seismic tapes where relevant, all geological,
geochemical, geophysical and engineering information and data relating
to the contract area obtained by the contractor and shall deliver in
electronic and hard copies ofthat information and data, the interpretations
thereof and the logs and records of boreholes and wells, to the Authority,
in a reproducible form, as soon as is practicable after that information,
those interpretations and those logs and records come into the possession
ofthe contractor.

(3) The contractor may remove, for the purpose of laboratory
examination or geological analysis, petrological specimens and samples
of petroleum, brine and fresh waler encountered in a borehole and/or well
and, as soon as practicable shall, without charge, give the Authority a
representative part of each specimen and/or sanrple removed, but no
specimen or sample shall be exported from Kenya without prior
notification to the Authority.

(4) The contractor shall keep records of and supply data and
information concerning the upstream petroleum operations, as requested
by the Authority.

(5) The contractor shall provide data, infonnation and samples to the
Authority in a form and manncr as prescribed in the Act and regulations.

15. Reports

(l) The contractor shall supply to the Cabinet Secretary and
Authority daily repofls on drilling, completions and production
operations, and weekly rcports on exploration including seismic and
geophysical operations.

(2) The contractor shall report in writing to the Cabinet Secretary
and Authority the progress of the upstream petroleum operations
according to the following schedule-

(a) within thirry (30) days from the last day of March, June,
Septcmber and December, covering the previous ninety (90)
days;

(b) within ninety (90) days ofthe last day of December, covering the
previous year;

(c) within ninety (90) days of the date of expiry or termination of
this contract.

(3) A report under sub-clause l5(2) shall contain, in respect of the
period which it covers-
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(a) details of the upstreanr petroleum operations carried out and the
factual information obtained;

(b) a description ofthe area in which the contractor has operated;

(c) an account oflhe expenditure on upstream petroleum operations
in accordancc with the accounting procedure;

(d) a plat map including a record of coordinates including all pits,
boreholes, wells and facilities used for upstream petroleum
operations;

(e) on expiry or termination of this agreement details of the
upstream petroleum operations including all the mafters
described in paragraphs (a) to (d); and

(f) all information required by clause l4 not hitherto supplied.

16. Environmental Plovisions

(l) During the performance ofthe upstream petroleum operations,
the contractor shall cornply with environmental principles and safeguards
prescribed in the Environnrental Management and Coordination Act and
regulations made thereunder and all other relevant laws and shall take
reasonable measures to ensurc the protection of the environment and
prevention of pollution, in accordance with the best petroleum industry
practice in similar physical and ecological environments.

(2) Prior to surrendering a portion of the contract area, the
contractor shall take reasonable measures to abandon the area to be

surrendered in accordance with best petroleum industry practice in similar
physical and ecological environments. Such measures shall include
removal and closure of facilities, material and equipment together with
reasonable measures neccssary for the preservation of fauna, flora and
ecosystems, all in accordance with best petroleum industry practice in
similar physical and ecological cnvironments. The contractor shall only
be responsible for site restoration or environmental damage to the extent
the same pertains solely and directly to upstream petroleum operations
conducted pursuant to this contract.

(3) The contractor shall take reasonable precautions and measures
in accordance with the Kenyan laws and best petroleum industry practice
in similar physical and ecological environments to prevent any pollution
which may arise directly or indirectly as a result of the upstream
petroleum operations and to plotect the environment (fauna and flora),
water sources and any other natural resources when carrying out upstream
petroleum operations.
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(4) The contractor shall, in accordance with best petroleum
industry practice in similar physical and ecological environments, respect
the preservation of property, agricultural areas, and fisheries, when
carrying out upstream petroleum operations.

(5) The contractor shall conduct a strategic environmental and
social impact assessment and submit the report thereof to the National
Environmental Management Authority within one hundred and eighty
(180) days after the eflective date. Such environmental and social impact
assessment shall establish the effect of upstream petroleum operations to
be undertaken under this contract on the environment, human beings,
livestock, wildlife, or marine life, and shall include emergency and
accident response plans.

(6) The contractor shall take reasonable measures to minimize any
adverse impact on national parks and nature reserves which may arise
directly as a result of the upstream petroleum operations, in accordancc
with best petroleum industry practice in similar physical and ecological
environments.

(7\ lf a contractor's failure to comply with the requirements of this
clause l6 results in pollution the contractor shall, in accordance with best
petroleum industry practice, promptly take all necessary measures to
control the pollution. If such pollution results directly from the gross

negligence or willful misconduct of the contractor, the cost of clean-up
and repair activities shall be bome by the contractor and shall not be

included as petroleum costs under this contract.

(8) The contractor shall notify the Authority within twenty four
(24) hours in writing in the event ofany emergency or major accident and
shall take such action as may be prescribed by the Government's
emergency procedures, the contractor's emergency and accident response
plans developed pursuant to sub-clause l6(5), and by best petroleum
industry practices.

(9) If the contractor does not act promptly so as to control, clean
up, or repair any pollution or damage, the Authority may, after giving the
contractor reasonable notice under the circumstances, take any actions
that are necessary in accordance with best petroleum industry practices
and the costs and expenses of such actions shall be borne by the
contractor and shall not be cost recoverable.

(10) The contractor is not responsible for any pre-existing
environmental conditions or any acts of unrelated third parties.

17. Plugging and Abandonment and Decommissioning Operations

(l ) Decommissioning Costs-
r l0



(a) The decomm issiorr ing plan is to form part of the development*' 
;i;;.-uij';ir'uii-in.tri"'u schedule for the amorlization of costs

I"i'l*"r".y "i 
losts, which are estimated to be incurred when

the development is decommissioned'

(h) The contractor shall exercise its judgment in good faith to book*' ;;ii;;;;r*i' ro' future piugging and abandonment and

;;;;;;.tt;;l;t operations to couet the expenses which are

;;;;i;J1; be lrcurred under the decommissioning plan' The

Io[;;;, ;h;il examine on an annual basis' the estimated costs

"i.iunninn 
and abandonment and decommissioning operations

;;d'1f"""ff";;i;te.revise them and submit them to the Authoritv

for apProval.

(c) The contractor shall colnmence booking accruals for plugging*' ;; ;;;;;;;"nt and de"ommissioning costs in .the first

;;;J;;;;;' in which the ratio of cumulative production to

ou".Jl ,"iou"ruble reserves reaches fifty (50yo).percent' or ten

years before the expiry of the production permit whlchever ls

earlier.

(d) All plugging antt abandonment and decommissioning costs
" allocatei-to 

-the 
decoln rnissioning fund shall be recoverable as

il;;;";;i; ai ttre time that- the accrual is entered in the

books.

(e)Thecontractorshallbookanaccrualonacalendarquarterbasis*' i"t in"'-^.Junl'- or- rut"t plugging and abandonment and

decommissioning costs according to the following fbrmula:

CPP
FTA-(ECA-AFB)*p-nn
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Where:

F'TA

f,CA

CPP

llt

is the amount to be accrued for future ptugging and

"-U""a"t*"ii, 
and decommissioning costs in respect of the

relevant calondar quarter.

is the total estilnated cost of plugging and abandonment

and decomrn ission ing operations established pursuant to

this clause 17.

is the volume of petroleum produced during the calendar

"r"ri.i'i" *tti.ti the plugging and abandonment and

decomrnissioning accrual was booked'
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PRR is the contractor's estimated remaining recoverable
reserves at the end of the calendar quartcr in which the
plugging and abandonment and decommissioning accrual
was booked; as such estimates may be revised by
contractor from time to time.

AFB is the accrued decommissioning fund at the end of the
previous calendar quarter including accrued interest on the
cscrow account established under sub-clause l7(5).

(2) Commencement of plugging and abandonment and
decornm ission ing operations-

(a) Plugging and abandonment and decommissioning shall be
schedulcd to occur after a producing field reaches its economic
limit.

(b) On or before the start ofthe 720 calendar day period prior to the
expected start date of plugging and abandonment and
decommissioning, the Authority shall notiry the contractor which
of the facilities and assets identified in the development plan
shall not be plugged and abandoned and decommissioned, but
which shall revert to the ownership of the Govcrnment in
accordance wilh clause l3 of this contract. No further funds to
cover plugging and abandonment and decommissioning costs
shall be reserved or accrued for the facilities and assets so
identified and a corresponding adjustment shall be made, if
necessary, by the contractor.

(c) lf the Cabinet Secretary in consultation with lhe authority elects
not to use the facilities and assets identified in the development
plan in sub-clause l7(2)(b) of this contract, the Authority shall
have the right to require the contractor to rcmove them at the
contractor's expense in accordance with the decommissioning
plan, it being understood that (he plugging and abandonment and
decommissioning operations shall be carried out by the
contractor in accordance with best petroleum industry practicc,
this contract and in accordance with the time schedule and
conditions defined in the decommissioning plan which shall havc
been approved.

(3) Plugging and abandonment and decommissioning upon
temrination of development area-

(a) If the contractor recommends plugging and abandonment and or
decommissioning of facilities assets or wells belonging to it in
connection with a termination ofa developmenl area, pursuant to
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clause 4(4) of this contract, the Govemment may elect to take
ownership ofand continue using such facilities, assets and wells
by giving the contractor written notice of such decision within
sixty (60) calendar days of the Govemment's receipt of the
contractor's notice of relinquishment. Upon so notifting the
contractor, which notification is effective as ofthe effective date
ol the contractor's relinquishment, the Govemment shall take
ownership of, and be responsible for, plugging and abandonment
and decommissioning of such facilities, assets and wells.

(b) If the Government does not elect to continue using such
facilities, assets or wells, the contractor shall be responsible for
their plugging and abandonment and decommissioning upon
termination of this contract or of the development area within the
corresponding development area. The contractor may in
consultation with Covernment defer the plugging and
abandonment and deconrmissioning operations for a reasonable
length of time if this would result in operational efficiencies,
which minimize the cost for all parties. Facilities, assets and
wells, which the Government continues to use -

With respect to any facilities, assets or wells which the Government
elects to own pursuant to this contract:

(a) The Government shall conduct such continued use and/or plug
and abandon or decomrnission in accordance with best petroleum
industry practice and in such a manner that does not interfere
with continuing upstrealn petroleum operations; and

(b) The Governntent tnay plug and abandon and decommission such
facilities, assets and wells as and when the Government decides.

(4) Disbursemcnts of funds for plugging and abandonment and
decommissioning costs-

(a) The Contractor shall advise the Govemment on an annual basis
its best estimate of the projected date of plugging and
abandonnrent of individual wells and decommissioning of the
producing ficld based on the then current estimate of when the
economic litnit will be reached according to the then current
production forecast and realized petroleum prices.

(b) As and whcn the contractor commences booking accruals
pursuant to these provisions, the Contractor and the Government
shall cause the accrued costs of plugging and abandonment and
decommissioning operations to be set aside in a separate US
Dollar intercst bearing escrow account in the joint names of the
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contractor and the Government, established at a mutually
acceptable financial institution in Nairobi, Kenya to be used

solely for paying the decommissioning costs. The account is to

be funded on a quarterly basis by the contractor and the

Government, where the Govemment is participating, in
proportion to the contractor's then current participating interest

undir this contract and out of its share of ongoing cost petroleum

and profit petroleum attributable to the contractor and the

Govemment entities, or by cash payment if production is

insufficient. A final reconciliation shall be submitted to all
entities and the Government following completion of all
plugging and abandonment and decommissioning operations and

;djuatments made in accordance with sub-clause l7(6) below.

(5) Adjustments to accruals for plugging and abandonment and

decommissioning costs-
(a) lf excess accruals which were booked in the decommissioning

fund for plugging and abandonment and decommissioning costs

remain following completion of all plugging and abandonmenl

and decommissioning operations, then such excess funds shall be

distributed to the contractor and the Government (where the

Govemment has participating interest) as if such funds

represented profit petroleum in the calendar quarter in which
plugging and abandonment and decommissioning is completed.

(b) Any plugging and abandonment and decommissioning cost' 
acciuals *hich have been booked in the decommissioning fund
for purposes of removing facilities or assets that the Covernment
decides should not be removed shall be paid by the contractor to
the Covernment (where the Covemment has participating
interest) concurrently with the transfer of ownership of such

facility, asset or well to the Government. The Government

represents that the transferred funds shall only be used in respect

of its plugging and abandonment and decommissioning
operations.

(c) If the amounts accrued for plugging and abandonment and

decommissioning costs are insufTicient to complete the plugging
and abandonment and decommissioning activities, additional
funds for such activities shall be provided from a portion of
crude oil or natural gas which the contractor is entitled to receive

under this contract from any development area, or if no

production is available, by cash payment by the contractor and

the Gouernment (where the Covernment has participating
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interest) in the same ratio as would be applicable for distribution

ofexcess amounts under sub-clause l7(6)(a)'

18. Insurance

(l ) The contractor shall take up and maintain, in.respect,of upstream

o",roi"im operations, all insuranci required by applic-able Kenyan law

;il, ;;1;;6;;";nnr.nt und thc contraitor mav agree from.time to time'

ir"i, i"rri"n." shall be of the type and in such amount as is required by

anolicable law and is cus(onraiy in accordance with best petroleum

ffi'r,.v pr""ii""i, ona ut least include insurance against the following

risks:

(a) loss or damage to all installations and equipment which are
-' ;;;"J o, urJd by the contractor in the upstream petroleum

oPerations;

(b) pollution catrsed in the course of the upstream petroleu.m
''' 6p"i"ii"rt by the contractor for which the contractor may be

held resPonsible;

(c) DroDertv loss or damage or bodily injury suffered by any third
'-' 'ou-tir'i,i thc course ofihe upstream petroleum operations by the

;;;;r;i"t' lor which it mav be liable to indemnifv the

Government;

(d) the cost ol removing damaged facilities and .cleaning 
up

ooerations l.'llorving an accident in the course ol the upstream

patrolaua t'l'crationi by the contractor: and

(e) the contractor's liability for its employees engaged in the

upstream Pcl roleum oPerations'

(2) The conrractor shall give preference to Kenyan insurance

companies.
(3) In relation lo development and production operations' the

-"t,;;;;'th"ll ;ubi, ;r to the covemment a programme for the provision

;;; 'ali [iiLi in.rron." which may' intei alia, cover physical damage

to the facilities untlcr constrttction 
'and 

installation as well as legal

iiluiiiti* 
"ii.i"g 

otrl of the development and production operations'

(4) The contrrctor shall require its. sub-contractoJs to carry

"ouiv'aient 
insurancc of the type and in such amount as is required by

ili;;i; iu* una l. customarily in accordance with best petroleum

industry practice.

(51 Anv insurilr' c policy relating to this contract shall name the

G"r"'#;;;i;';; ",',riti[nui'intuted 
p-artv and shall include a waivcr of

ilG;i;;;'pioi".ii,,s the Government against anv claim' loss and
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damage resulting from any petroleum operation conducted by or on
behalf of the contractor under this contract, to the extent that the
contractor is liable for such claim, loss or damage under this contract. The
contractor shall not be liable for any claims arising from negligence or
willful misconduct of the Government.

(6) Upon its wri(ten request, the Govemment shall be provided with
insurance certificates, including necessary details, for any insurance
policy maintained by the contractor which relates to this contract.

PART IV
LOCAL CONTENT

19. Adhercnce to Laws and Regulations

(l) The contractor shall comply with all the Kenyan local content
policies, laws and regulations as amended from time to time.

20. Employment and Training of Kenyans

(l) ln accordance with the provisions of the Act and regulations, the
contractor and its sub-conlractors shall employ Kenyans in the upstream
petroleum operations and shall, until the expiry or termination of this
contract, conduct training courses and programmes that will progressively
increase employment of Kenyans.

(2) The training courses and programmes in sub-clause 20(l ) above
shall be established and conducted in consultation with the Cabinet
Secretary.

(3) The contractor shall ensure that Kenyan nationals are selected
and trained consistent with contractor's performance standards in relation
to activities refered at sub-clause 23(3).

(4) The contractor shall, in employing and providing training for
Kenyans under this clause take into account the need to employ and train
marginalized groups.

21. Training Fund

(l) In addition to the obligation under sub-clause 20(l) and
commencing on the effective date, the contractor shall for the purposes of
section 79 of the Act contribute to the Govemment a minimum of U.S.
dollars per year for the Government training
fund established under section 79(2) ofthe Act.

(2) The contractor's obligation under sub-clause 2l(l) shall be
increased to a minimum of U.S dollars per year commencing
with the adoption ofthe first development plan under sub-clause 29(3).

(3) The Training Fund shall be managed by the Cabinet Secretary in
accordance with the Energy and Petroleum Policy, the Act and
regulations.
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22. Preference for Kenyan Goods and Services

(l) The contractor and its sub-contractors shall maximize to the
satisfaction of the Authority the usage of Kenyan goods and services,
businesses and financing.

(2) The contractor and its sub-contractors shall give preference to
Kenyan materials and supplies for use in upstream petroleum operations
in accordance with the provisions ofthe Act and regulations.

(3) The contractor and its sub-contractors shall give preference to
Kenyan contractors for services connected with upstream petroleum
operations in accordance with the provisions ofthe Act and regulations.

(4) The contractor and its sub-contractors shall procure supplies and
services from Iocations in Kenya, where practicable, in accordance with
the provisions ofthe Act and regulations.

(5) The contractor shall-
(a) on or before the beginning of each calendar year to which it

applies, submit to the Cabinet Secretary and Authority a tentative
schedule of the contemplated services and supply contracts with
an estimated value exceeding the equivalent of U.S. dollars

per contract, to be let during the forthcoming calendar
year, showing the anticipated tender date and approximate value
and the goods and services to be provided;

(b) for contracts with an estimated value exceeding the equivalent of
U.S. dollar . . .. . .. per contract, undertake to select its contractors
and sub-contractors from adequately qualified indigenous
Kenyan companies by means of competitive bidding or by
another appropriate method in accordance with best petroleum
industry practice;

(c) as soon as practicable after their execution, provide to the
Cabinet Secretary and the Authority a copy of each contract,
requiring a payment in US dollars or equivalent and a brief
description of the efforts made to find a Kenyan supplier or
service contractor;

(d) the minimum amount specified under this sub-clause 22(5) may
be changed from time to time by the regulations made under the
Act.

(6) The contractor shall give equal treatment to local enterprises by
ensuring access to all tender invitations and by including high weighting
on local value added in the tender evaluation criteria.

23. Technology Transfer
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(l) The contractor and its sub-contractors shall develop a

Technology Transfer Programme in accordance with the Energy and
Petroleum Policy, the Act and regulations to promote the transfer of
technology and skills on upstream petroleum operations to indigenous
Kenyan employees and govemment officials.

(2) The Technology Transfer Programme shall be aimed at building
and developing in Kenya specialized technical, management and
professional skills relevant to upstream petroleum operations and any
necessary facilities requisite for advancement of technical skills in
upstrcam petroleum operations.

(3) The contractor shall transfer to Kenyans technology and business
expertise in all areas of upstream petroleum operations including but not
limited to:

(i) Fabrication;

(ii) Information Technology support, including seismic data
acquisition, processing and interpretation support;

(iii) Operations and maintenance support;

(iv) Maritime services;

(v) Business support services, including insurance, accounting,
human resource services, consulting, marketing, legal and
contract negotiations;

(vi) Financing;

(vii) Trading;

(4) In addition to the requirements in sub-clause 23(3) above
the contractor shall develop indigenous Kenyans to take more value-
added, analytical and decision making roles in areas, such as-

(i) a tcchnical or professional nature including general
management, design engineering, project management,
seismic data processing, human resource development, legal,
economics, auditing and accounting; and

(ii) business strategic skills including leadership, business
development, executive management, commercial, analytical,
negotiating, strategy development and trading know how and
acumen,

24. Record Keeping and Reports

(l) In accordance with its obligations under the Energy and
Petroleum Policy, the Act and regulations the contractor shall maintain
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records to facilitate the determination of the local content of expenditure

incurred in resp€ct of upstream petroleum operations'

(2) These records shall include supporting documentation certirying

the cosi of local materials, labour and services used and shall be subject

to audit by the AuthoritY.

(3) Pursuant to sub-clause 24 (l) the contractor shall. prepare and

,rbrnli' ,"port. to the Authority in accordance with the specified

timeframe in the regulations.

The Petrolerm (Exploration, Developme nt and Ptoduction) Bill. 2015

PART V

RIGHTS AND OBLIGATIONS OF THE GOVERNMENT

25. Rights of the Government

(l) The Govemment may acquire a part of. the contract area for a

public purpose other than searihing for or extractin^g petroleum but not to

ifr" 
"*i.nt 

that will prevent the carrying out of upstream petroleum

op"rations within the contract area, and the Governmenl shall not'

;ithout good cause, acquire a part ofthe contract area on which upstream

petroleum operations are in progress.

(2) The contractor shall not carry out upstream petroleum operations

on such an acquired Part but maY-

(a) enter upon that part but not materiatly interfere with the public

purpose; and

(b) carry out directional drilling from an adjacent part'

(3) The Cabinet Secretary and the Authority' or a person authorized

by thJ6abinet Secretary or th; Authority in writing, may at all reasonable

times inspect any upstream petroleum operations, and.any records of the

"ont.uctoi 
relating thereto, and the Contractor shall provide' where

u""iiuUf", facilitie; similar to those applicable to its.own or to sub-

contractors' staff for transport to the upstream petroleum operations'

.uUriri"n"" and accommodation and pay all reasonable expenses directly

connected with the insPection.

(4) The Cabinet Secretary may require the contractor to perform an

oUligation under this contract by giving reasonable^written^notice' and if
the fontractor fails to comply with the notice, the Cabinet Secretary may

;;;;- ih" obligation for'which the contractor shall pay forthwith

;;;;;i. .*p"naJa by the cabinet secretary in the execution of the

oUiigutio*. fn" Cabinet Secretary may give written notice,to perform an

;ii;;ii"; at any time but not later than ninetv (90) davs after the
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tennination or expiry of this contract or the surrender of a part of the

contract area.

26. Obligations ofthe Government

(l) The Government may, at the request of the contractor, make

avaitabie to the contractor suCh land as the contractor may reasonably

require for the conduct of upstream petroleum operations in accordance

wiih Chapter Five (5) oflhe Constitution and the relevant land laws and

where thi land is private land, the Government may, subject to section

108108 of the Aci, acquire the land in accordance with the applicable

laws.

(2) The contractor shall pay or reimburse the Government any

reasonable compensation that may be required for the setting apart, use or

acquisition ofany land for the upstream petroleum operations'

(3) The Covernment shall in accordance with the Land Act grant or

cause to be granted to the contractor, its contractors and sub-contractors

such way-leives, easements, temporary occupation or other permissions

within and without the contract area as are necessary to conduct the

upstream petroteum operations and in particu.lar for the purpose of laying,

operating and maintaining pipetines and cables, and passage between the

contract area and the point of delivery of petroleum'

(4) The Covemment shall at all times give the contractor the right of
ingress'to and egress from the contract area and the facilities wherever

loiated for the conduct of upstream petroleum operations'

(5) Subject to the national security requirements and the Kenyan

lmmigiation Laws and Regulations, the Government shall not

unreaionably refuse to issue and/or renew entry and work permits for

technicians ind managers employed in the upstream petroleum operations

by the contractor or its sub-contractors and their dependants'

PART VI

WORK PROGRAMME. DEVELOPMENT AND PRODUCTION

27. Exploration Work Programme and Detailed Budget

(l) The contractor shall subnlit in writing and make a presentation to

the Cibinet Secretary thirry (30) days after the effective date, a detailed

report of thc explorition work programme and detailed budget for the

first contract year.

(2) The contractor shall submit in writing and make a presentation to

the iabinet Secretary ninety (90) days before the end of each contract

year, a detailed report of the exploration work programme and a detailed

budget for the next contract r.ur. 
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(3) The Cabinet Secretary may submit to the contractor, within thirty
(30) days of the receipt of the annual exploration work programme and
budget, suggested modifications and revisions thereof. The contractor
shall consider the inclusion of such suggested modifications and revisions
in light of best petroleum industry practice and shall provide the Cabinet
Secretary with the exploration work programme and budget which the
contractor has adopted.

(4) After adoption of the annual exploration work programme and
budget, the contractor may make changes to that annual exploration work
programme and budget if those changes do not materially affect the
original objectives of that exploration work programme and budget, and
shall state the reasons for those changes to the Cabinet Secretary.

(5) The agreed final work programme and budget shall be approved
by the Cabinet Secretary in writing.

28. Discovery and Appraisal Work Programme

(l) The contractor shall in accordance with section 55(l) ofthe Act,
notiry the Cabinet Secretary of a discovery of petroleum and shall
forthwith submit an initial discovery report with all relevant information
to the Cabinet secretary not later than thirty (30) days after completion
and testing of such exploration well.

(2) If the contractor considers that the discovery merits appraisal, it
shall submit and orally present to the Cabinet Secretary within ninety (90)
days following the date of submission of the discovery report, a detailed
statement of the appraisal work programme and budget which shall
provide for the expeditious appraisal of the discovery and the provisions
of sub-clauses 27(3) and 27 (4) shall apply to the appraisal work
programme and budget.

(3) The Cabinet Secretary shall review the submiued appraisal
programme and within ninety (90) days of submission, the Cabinet
Secretary may request for amendment ofthe appraisal programme.

(4) After the appraisal work programme and budget have been
adopted by the Cabinet Secretary, the contractor shall within ninety (90)
days evaluate the discovery and where appraisal warrants more time, then
the Cabinet secretary may upon request by the contractor, extend such
time for a period reasonably required to expeditiously complete appraisal
work.

(5) In the event of a discovery in the last year of the second
additional exploration period, the Cabinet Secretary shall, at the request
of the contractor, extend the term of the second additional exploration
period in respect to the prospective area of the discovery and for the
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period of time reasonably rcquired to expeditiously complete the adopted
appraisal work programme and budget with respect to such discovery and

to determine whether or not the discovery is commercial but in any event,
such extension to the second additional exploration period shall not
exceed months

(6) The contractor shall, not more than ninety (90) days after the
appraisal is complcted, report to the Cabinet Secretary the commercial
prospects of the discovery, including all relevant technical and economic
data. Including but not lirnited to location, areal extent, lateral extent,
thickness, estimate of in-place and recoverable petroleum and their
determination of whether the discovery is commercial, or rvhether further
appraisal is required by submitting for approval to the cabinet secretary a

supplementary appraisal report.

(7) If the appraisal report relating to a particular discovery states that
the contractor is ofthe opinion that the discovery is non-commercial, the
contractor and the Cabinet Secretary shall meet to discuss in good faith
ways in which it might be possible to proceed with the development oi
such discovery on a commercial basis, with the possibility of amending
the terms of this contract, but for avoidance of doubt, the Cabinet
Secretary shall be under no obligation whatsoever to agree to any such
amendments proposed by the con(ractor or vice versa.

(8) If the contractor reports under sub-clause 28(6) that the
discovery is a commercial discovery, a development plan shall be

subrnitted to the Cabinet Secretary for approval within one hundred and

eighty (180) days of the completion of the appraisal work programme
unless otherwise agreed, and upon written application of the contractor,
the term of this contract shall be extended by the Cabinet Secretary, if
necessary, in respect of the area of that commercial discovery,
provisionally established in accordance with the adoption of a

development plan.

29. Thc Development Plan and Annual Work Programme and
Budget

(l) The field development plan shall be submitted by the contractor
to thc Authority for review which shall advice Cabinet Secretary for
approval. This field development plan shall be based on sound engineering
and economic principles and in accordance with best petroleum industry
practice and considering the Maximum Efficient Rate of production
appropriate to the commercial discovery.

(2) Thc Developrnent Plan submitted by the contractor to the Cabinet
Secretary shall contain details of the proposed development arca, rclating to
the commercial discovery which shall conespond as closely as possible to
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the extension of the discovered accumulation in the contract area, as
determined by the analysis ofall the relevant available information.

(3) Except with the consent of the Cabinet Secretary, and without
prejudice to the generality ofsub-clause 29(l), the development plan shall
include:

(a) A description of the proposed commercial discovery in the
development area that is identified for the development and
management programme;

(b) Details ofthe following upstream petroleum operationsi

(i) geologic, seismic, and geophysical exploration analysis and
appraisal, including production simulation profiles;

(ii) proposed well locations and production, treatment, storage
and transportation facilities to be located in the development
area;

(iii) spacing, well construction, drilling process, casing and
cement programs, well logs, completion methods, and
production operations of the wells required for production of
petroleum in the development area;

(iv) facilities for transporting petroleum from the Development
Area to the Crude Oil Delivery Point and the Natural Gas
Delivery Point;

(v) identification of any alternative markets and sales of all
petroleum resources, especially natural gas;

(c) The initial production profiles for all petroleum reserves in the
commercial discovery, including the production Iife, the
commencement of production, and the anticipated daily rates of
petroleum production;

(d) The decommissioning plan, in such detail, as the Authority
requires, including in accordance with clause I7 a calculation of
the quarterly accrual charges to be paid by the contractor to the
decommissioning fund for individual well plugging and
abandonment operations and overall field decommissioning
costs;

(e) A detailed environmental impact assessment for the commercial
discovery, which identifies current and possible environmental
issues and concems and a plan for ensuring environmental
compliance during the life of the field;
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(f) A contractor's proposal for ensuring the safety, health, security
and welfare of persons and facilities in or about the proposcd
upstream petroleum operations;

(g) The contractor's proposals for stimulating local content, including:

(i) maximizing the procurement and use of Kenyan goods

and services in upstream petroleum operations to local
communities;

(ii) identifying specific skills' training programs and

technical courses that shall directly translate to the
employment of citizens of Kenya and shall ensure
occupational health and safety requirements, faimess in
gender practices, and career advancement opportunities;

(iii) co-ordination with stakeholders and local communities in
open and timely posting ofjob descriptions and minimum
skills' requirements for employment to fully address local
content issues and concems;

(h) The contractor's complete finance program for the Annual
Development Work Programme and Budget;

(i) Details and copies ofall contracts, agreements and arrangements
for the sale of petroleum at the identified delivery point;

O Such other data and information as the law requires and as the
Cabinet Secretary otherwise requires and is relevant to the
development plan.

(4) The Authority and the contractor shall jointly consider the
development plan within ninety (90) days of submission thereof and the
Authority may within that period, unless otherwise agreed, submit
suggested modifications, justifications and revisions thereof. The contractor
shallconsider the inclusion ofsuch suggested modifications and revisions in
the light of best petroleum industry practice, and the development plan shall
be adoptcd by mutual agreemcnt.

(5) Where the Authority proposes no modifications and revisions, the
devetopment plan of the contractor shall be adopted ninety (90) days after
its submission unless it is adopted by mutual agrcement ofthe parties before
that period has elapsed. The ninety (90) days period for analysing the
proposed development plan shall be extended for an additional pcriod ofup
to ninety (90) days, ifthe Authority so notifies the contractor.

(6) The Authority shall upon adoption of the development plan

submit the same to the Cabinet Secretary for consideration and approval.
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(7) The Cabinet Secretary shall upon approval of the development
plan submit the same to Parliament for ratification in accordance with
Section 58 ofthe Act.

(8) After a development plan has been adopted approved and ratified,
the contractor shall proceed promptly and without undue delays, to
implement the development plan in accordance with best petroleum
industry practice. The Annual Development Work Programme and Budget
shall commence within one hundred and eighty (180) days from the date of
adoption ofthe development plan.

(9) In connection therewith, the contractor shall submit and make a
detailed presentation to the Cabinet Secretary and Authority, prior to the
first day ofOctober ofeach year following the adoption ofthe development
plan, a detailed report of the Annual Development Work Programme and
Budget for the next calendar year and the provisions of sub-clauses 27(3)
and 27(4) shall apply mutotis mutandis to any proposed revision to the
development plan and to the Annual Development Work Programme and
Budget.

(10) Where the development operations extend into the area to which
the commercial discovery relates, provided that the extension lies wholly
within the contract area at that date, subject to the advice by the Authority
the Cabinet Secretary shall adjust the relevant development area to include
that extension as determined by the analysis ofall the relevant available data
and information.

30. Unitization

Where a petroleum deposit in a contract area extends beyond the
said contract area, the salne shall be developed pursuant to a unitization
agreement in accordance with section 6363 ofthe Act.

31. Marginal and Non-commercial Discoveries

(l) Where the contractor determines that a discovery is marginal or
non-commercial, the contractor may propose a modification to this
contract, based on an altemative economic evaluation and after
consideration, the Cabinet Secretary may accept or reject the proposed
modification.

(2) Unless otherwise agreed, if the contractor fails to commence the
evaluation of a commercial discovery within two (2) years iollowing the
notice of a commercial discovery, or if within two (2) years following the
completion ofan evaluation work programme the contractor considers the
commercial discovery does not merit development, the Cabinet Secretary
may request the contractor to surrender the area corresponding to such
commercial discovery and the contractor shall forfeit any rights relating
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to any production therefrom. The area subject to such surrender shall not
exceed the extension ofthe discovered accumulation as determined by the
structural closure of the prospective horizon and all other relevant
available information. Any such surrender by the contractor shall be
creditcd in accordance with sub-clause 4(2) hereof.

32. Natural Gas

(l) The contractor shall have the right to use natural gas extracted
from rescrvoirs within the contract area for the upstream petroleum
operations in the contract area, included but not limited to power
generation, pressure maintenance, and recycling and re-injection
operations.

(2) The terms and conditions relating to the use and production of
associated natural gas shall be as follows-

(a) ln the event the contractor elects to process and sell associated
natural gas, the contractor shall notify the Government and, for
the purposes ofcost recovery and entitlement of production, such
associated natural gas shall be treated by the parties in the same
manner as other natural gas.

(b) In the event the contractor elects not to process and sell
associated natural gas and where that natural gas is not used for
the purposes specified in sub-clause 32(l), the Government may
at the field separator, process and utilize that natural gas without
compensation but the Government shall pay for all costs and
expenses related thereto which shall include, but not be lirnited
to, any engineering studies, new facilities and equipment
required for the gathering, transport, processing and utilization
thereof and the operations and maintenance of the same shall be
at the sole risk, cost and expense of the Government; provided
that such off take does not significantly disrupt or delay the
conduct ofthe upstream petroleum operations.

(c) The contractor may return associated natural gas, not used for the
purposes specified in sub-clause 32(l), taken by the Government
pursuant to sub-clause 32(2)(b), or sold by the contractor
pursuant to sub-clause 32(2)(a), to the subsurface structure, and
the costs of such re-injection shall be recoverable to the extent
that such re-injection is included in the development plan.

(3) The terms and conditions relating to the evaluation work
programme and the commercial assessment of the production and sale of
non-associated natural gas shall be as follows:

126



ol:

The Petrcleum (laxplorotion, Development and I'roduction) Bill, 2015

(a) On completion of an evaluation work programme relating to a
discovery of non-associated natural gas made by the contractor,
the commercial assessment period in respect of such discovery
shall, if requested by the contractor, commence for a period of
. ....... (..) years, exercisable at the sole option of the contractor.
An extension may be granted upon application by the contractor
to the Govemment, for a second period ofup to ........ (..) years.
An appraisal report submined under this clause 32 shall include
the estimated recoverable reserves, projected delivery rate and
pressure, quality specifications and other technical and economic
factors relevant to the determination for available market for
such non-associated natural gas. The contractor shall, at any timc
during the commercial assessment period, inform the
Government by notice that the petroleum reservoir located in any
discovery of non-associated natural gas made by the contractor
in respect of which an appraisal report has been submitted, is

commercial.

(b) If the contractor does not request for a commercial assessment
period pursuant to clause 32(3)(a) above within ninety (90) days
from the date on which the appraisal report was submitted, the
contractor shall inform the Government by notice whether any
discovery of non-associated natural gas made by the contractor
in respect of which an appraisal report has been submitted, is

commercial.

(c) Where lhe contractor pursuant to this clause 32 gives notice that
any discovery of non-associated natural gas, made by the
contractor is commercial, that notice shall, for the purpose ofthis
contract, be a notice of commercial discovery, and processing
and utilization shall follow a development plan approved in
accordance with clause 29.

(4) The commercial assessment period shall end on the first to occur

(a) the date following that on which the contractor gives a notice of
commercial discovery under sub-clause 32(3); or

(b) the date that the contractor voluntarily surrenders that portion of
the contract area to which the commercial assessment period
relates; or

(c) expiry ofthe period to which contractor is entitled to under sub-
clause 32(3).
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(5) The contractor shall be deemed to have relinquished all rights to
thc discovery of non-associated natural gas if it has not given a notice of
commercial discovery under sub-clause 32(3) by the end of the
commercial assessment period or the earlier relinquishment of that
portion of the contract area.

(6) Where the discovery is a natural gas discovery, the contactor
shall-

(a) prepare a report (Market Evaluation Report) identifying potential
market for natural gas, expected volumes for such market,
infrastructure potentially required to access such market,
expectations of price for the natural gas supplied to such market
and identify options including time frames for marketing the
natural gas within three (3) years after the discovery evaluation
is completed.

(b) be rcsponsible for investigating market opportunities and shall
scek to develop a market for non-associated natural gas produced
i'rom any development arca and shall sell such non-associated
natural gas on ajoint dedicated basis on tenns common to all the
parties constituting the contractor. Every contract for the sale of
such non-associated natural gas made by the contractor under
this clause 32 shall be subject to approval by the Cabinet
Secretary. In applying for such approval the contractor shall
dcmonstrate to the Cabinet Secretary that the prices and other
terms of sale of such non-associated natural gas represents the
market value obtainable for such non-associated natural gas

taking into consideration a fair market cost for transporting such
non-associated natural gas from the delivery point to the
purchaser and having regard to the altemative uses and markets
that can be developed for such non-associated natural gas.

(7) With its application for approval of any gas sales contract,
pursuant to sub-clause 32(5), the contractor may apply in respect of any
developnrent area from which non-associated natural gas will be
produced for sale under that gas sales contract, for an cxtcnsion of the
development period specified in sub-clause 3(6) and whcrc such
extension is neccssary to facilitate the salc ofgas under any such gas sales
contract, the Cabinet Secretary shall grant such necessary extension.

(8) Flaring of natural gas

(a) Flaring ol natural gas in thc course ol the activities provided for
under this contract, is prohibited except:

(i) short-term flaring necessary for production testing,
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(ii) when required lor emergency or safety reasons, or

(iii) with the prior authorization ofthe Authoriry, in each case in
accordance with the Act, regulations and best petrolcum
industry practices.

(b) The contractor shall submit such request to the Authority, which
shall include an evaluation ol reasonable altematives to flaring
that have been considered along with information on the amount
and quality of natural gas involved and the duration of the
requested flaring.

33. Production Levels and Annual Production Programme

(l) The contractor shall produce petroleum at the maximum efficient
rate and follow conservation of petroleum resources principles in
accordance with best petroleum industry practice.

(2) Prior to the first day of October of each year following the
commencement of commercial production, the contractor shall submit
and orally present to the Cabinet Secretary and the Authority, a detailed
statement of the annual production programme and budget for the next
calendar year, and the provisions of sub-clause 27(3) and (4) shall apply
to the Annual Production Programme and Budget.

(3) The contractor shall endeavor to produce in bach calendar year
the forecast quantity estimated in the annual production programme.

(4) The crude oil shall be run to storage (constructed, maintained
and operated by the contractor) and petroleum shall be metered or
otherwise measured as required to meet the purpose of this contract in
accordance with clause 34.

34. Measurement of Petroleum

( I ) The contractor shall, prior to installation, submit to the Authority
for approval the processes, procedures, systems and technologies for
determining the volume and quality ofpetroleum produced.

(2) The instruments used for measuring petroleum produced shall be
calibrated in accordance with the Weights and Measures Act.

(3) The volume and quality of petroleum produced and saved from
the contract area shall be measured by methods and equipment
customarily used in best petroleum industry practice and approved by the
Authority.

(4) The Authority shall approve and inspect the methods and
equipment used for measuring the volume and determining the quality of
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pctroleum and shall appoint an inspector to supervise the measurement of
volume and determination of quality of petroleum.

(5) Whcre the mcthod of measurement has caused an overstatement

or understatement of a sharc of the production, the error shall be

presumed to have existed since the date of the last calibration of the

measuremcnt devices, unless the contrary is shown, and an appropriate

adjustment shall be made for the period oferror.

(6) Thc Cabinet Secretary and the contractor shall determine, when

,norouinq the development plan related to a commercial field, the

,.urrr.,i.nt point ai whictr production shall be measured and the

respective shares of petroleum allocated.

35. Valuation of Crude Oil and Nalural Gas

(l) The value ofcrude oil, for all purposes under this contract, shall

be denominated in US Dollars and shall be calculated each calendar year

on a quarterly basis, adjusted at the Crude Oit Delivery Point as

follows-
(a) where there have been sales of crude oil produced from the

contract area to third parties at arm's length during that calendar
quarter, the value shall be the weighted average per unit price

actually paid in those sales, at the F.O.B. point ofexport or at the

point thit title and risk pass (o the buyer, adjusted for grade,

gravity and quality of such crude oil as well as for transportation

costs ind other appropriate adjustments for grade, gravity and

quality of such crude oil transaction where the seller and the

buy", are independent of one another and do not have, directly or
indirectly, any common interest; or

(b) where there have been no sales of crude oil produced from the

contract area to third parties at arm's length during that calendar
quarter, the value shall be the "fair market value" determined as

t'he average per unit prevailing market price, actually paid during

that calendar qua(er in arm's length sales for export under term

contracts of at least ninety (90) days between unrelated

purchasers and sellers, for crude oil produced .in Kenya and in
ihe major crude oil producing countries, and adjusted for grade,

gravity and quality of such crude oil as well as for transportation
iosts ind any other appropriate adjustments. lf necessary, a value

of crude oil shall be determincd separatcly for each crude oil or
crude oil mix and for each point of delivery. The value of crude

oil shall be mutually agreed at the end of each calendar quarter

and applied to all transactions that took place during the quarter.
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(2) Where the Cabinet Secretary and the contractor cannot reach an
agreement on the value ofcrude oil within thirty (30) days ofthe end of
any calendar qua(er, such determination shall be made by an
internationally recognized expert appointed by the Cabinet Secretary in
consultation with the Authority and the contractor, but ifthey fail to agree
within thirty (30) days on the appointment of such expert, then by the
Secretary General ofthe International Chamber of Commerce. The expert
shall report his determination within twenty (20) days of his appointment
and his determination shall be final and binding upon the Covernment
and the contractor.

(3) Pending the determination ofthe value ofcrude oil for a calendar
quarter, the value of crude oil determined for the preceding calendar
quarter shall be provisionally applied to make calculation and payment
during such calendar quarter until the applicable value for that calendar
quarter is finally determined pursuant to sub-clause 35(l). Any
adjustment to provisional calculation and payment, if necessary, shall be
made within thirty (30) days after such applicable value is finally
determined.

(4) Natural gas shall be valued based on the actual proceeds
received for sales, provided that, for sales of natural gas between the
contractor and any afliliate, lhe value of such natural gas shall not be less
than the then prevailing fair nrarket value for such sales of natural gas

taking into consideration, to the extent possible, such factors as the
market, the quality and quantity of natural gas and other relevant factors
reflected in natural gas pricing. Thc Cabinet Secretary shall have the right
to review and approve natural gas sales contracts.

(5) The Contractor shall deliver to the Cabinet Secretary and
Authority monthly statements showing calculations of the value of
petroleum produced and sold from the contract area, which statement
shall include but not limited to the following information:

(a) quantities of crudc oil sold by the contractor during the
preceding month constituting arm's length sales together with
coresponding sale prices;

(b) quantities of crudc oil sold by the contractor during the
preceding month to tlle contractor's related parties together with
the corresponding sale prices:

(c) inventory in storage belonging to the contractor at the beginning
and at the end ofthe nronth; and
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(d) quantities of natural gas sold by the contractor and the
Government, together with sale priccs realized.
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PART VII
COST RECOVERY, PRODUCTION SHARING, TAXATION,

GOVERNMENT PARTICIPATION AND DOMESTIC SUPPLY
OI]LIGATIONS

36. Cost Recovery and Uplift

(l) Subject to the provisions of this contract, the contractor shall be

entitled to recover the petroleum costs incurred and paid by the contractor
pursuant to the provisions of this contract and duly entered in the

contractor's books of accounts, supplemented by the Uplift referred to in
sub-clause 36(3), by taking and scparately disposing ofan amount equal in
vafue to a maximum of si\ty percent (60o/o)of each category of all
petroleum produced from the contract area during that fiscal year and not

used in upstream petroleum operations. Such cost recovery petroleum,

including the recovered Uplift, is hereinafter refened to as "Cosl Petroleum"

consisting oftwo (2) categorics. Cost Oil and Cost Cas.

(2) The petroleurn costs may be recovered in the following manner:

(a) The petroleum costs, l'ith the exception of development costs,

incurred in respect ol'thc contract area, shall be recoverable either
in the fiscal year in rvhich these costs are incurred or the fiscal year

in which commercial production occurs, whichever is the later; and

(b) Development costs itrcttrred in respect of each development area

shall be recoverable in five (5) fiscal years at an annual rate of
twenty percent (20%) by straight-line amortization at that rate

starting either in the liscal year in which such development costs

are incurred or the llscal year in which commercial production
from that development arca commences, whichever is the later.

(c) For the purpose of this clause, "development costs" shall have the

meaning referred to in the Accounting Procedure (Appendix "8").

(d) The development costs and production costs incurred in respect of
a development area sh:rtl not be recoverable until commercial
production from (hat dcyclopment area commences.

(e) To the extent that, in u llscal year, the petroleum costs and Uplift
that are recoverable, according to sub+lauses 36(2)(a),36(2)(b) and

36(3), exceed the valLrc ol'all Cost Oil or Cost Gas lor such fiscal
year under sub-clause .i6( l), the excess shall be carried forward for
recovery by the contractor in the next succeeding fiscal year or
fiscal years until lirlly rccovered, but in no case after the

termination of this contrirct.

l'he Pelroleum (LxploratiotL Development and Production) Bill, 2015
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(f) To the extent that, in a Fiscal Year, the petroleum costs and the
Uplift that are recoverable, according to sub-clauses 36(2)(a),
36(2)(b) and 36(3), are less than the maximum value of the Cost
Petroleum as specified in sub-clause 36(l), the excess shall
become part of and be included in the profit petroleum as provided
for in sub+lause 37 hereafter.

(g) For the purpose ofvaluation ofCost Oiland Cost Gas, the relevant
provisions ofclause 35 hereofshall apply.

(h) The cost recovery ofpetroleum and Uplift shall be recovered in the
following priority order:

l. Production Costs

2. Exploration Coss

3. Development Costs

4. Uplift

5. DecommissioningCosts

(i) For the application of this contract, the contractor shall keep
detailed accounts of Cost Petroleum classified into Exploration
Costs, Development Costs, Production Costs and
Decommissioning Costs in accordance with the Accounting
Procedure.

O The petroleum costs under this contract are not recoverable against
other contract areas held by the contractor in Kenya.

(k) In the event that the contractor produces crude oil and natural gas
from the contract area, the petroleum costs incurred by the
contractor shall be classified in the accounts as Cost Oil and Cost
Gas when required in accordance with the principles provided for
in the Accounting Procedure.

(3) An amount equal to fifteen percent (15%) ofthe development costs
related to a development area incurred and paid during a given fiscal year
shall be referred to as "Uplift" for that development area and fiscal year.
Such Uplift regarding the devcloprnent costs of one fiscal year shall be
recoverable under sub-clauses 36(l) and 36(2) in five (5) equal installments
starting in the fiscal year in which the related development costs are
incurred or the fiscal year in which commercial production for that
development area commences, whichever is the later. The Uplift shall be
applicable only to the development costs incurrcd in the first five (5) fiscal
years ofan approved development plan starting the fiscal year of its date ol'
approval.

t34



The Petroleun (Exploratio , Dcvelopment and Produclion) Bill, 2015

37. Profit Petroleum Sharing and R-Factor

(l) Each category of the total petroleum produced and saved from the
contract area and not used in upstrcam petroleum operations or commercial
production less the Cost Petrolcutn as specified in sub-clauses 36(l) and
36(2), shall be referred to as the profit petroleum and each category ofprofit
petroleum shall be shared, trken and disposed of separately by the
Govemment and the contractor on a quarterly basis, according to the value
ofthe R-Factor in respect ofthe contract area as determined at the end ofthe
preceding Calendar Quarter;

or

Petroleum Profit = Conrrrrcrcial Production - Cost Petroleum

i. The R-Factor at agiven rlrrte shall be calculated as follows:
AR:-
Y

whereby:

X is equal to the Contractor'' s Cumulative Cash Inflows at the end of
the preceding Calendar Quarler

and

Y is equal to the Contractor's Cumulalive Cash Outflows at the end
ofthe preceding Calcrrdal Quarter

tr:I =
Cwnulative Cash Inf lows

l' Cumulatite C,',-h Outf low's

For purposes ofthe It-lirctor (lctermination in sub-clause 37( I )( l):
Cumulative Cash Inflow.t ut the end of the preceding Calendar
Quarter are equal to:

Cumulative Contraclol Clost Petroleum or "Cost Petroleum" from
the Effective Date 1o tlrc cn,l ofthe preceding Calendar Quarter;

plus

Cumulative Contlirct()r l',1)fit Petroleum or "Profit Petroleum"
from the Eflective Date r,) the end of the preceding Calendar
Quarter;

minus

Cumulative Productiorr (','.ts or "Production Cosls" from the
Effective Date to the cnd ol rhe preceding Calendar Quarter;

minus
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Cumulative Decommissioning Costs or "Decommissioning Costs"
from the Effective Date to the end of the preceding Calendar

Quarter.

or
cU,nulativ. cdsh tnllo1rs= co't P.rroie tn'Ptolit P.trcla,,n -
P|o.Iuctiofi cos.s - Decornmissiorting cosa

s

Cumulalive Cash OutJlows at the end of the preceding Calendar

Quarter are equal to:

Cumulative Exploration Costs or "Exploration Costs" from the
Effective Date to the end ofthe preceding Calendar Quarter;

p lus

Cumulative Development Costs or "Development Costs" from the
Effective Date to the end ofthe preceding Calendar Quarter

or

Cumulative Cash Oulflows = Exploration Costs * Development
Costs

[Note: the following calculation];

Development Costs = 20Yo per year x 5 years [in sub-clause
36(2Xb)l

ii. The share ofeach category of Profit Petroleum to which each Party
shall be entitled during a Calendar Quarter in relation to the value
of the R-Factor determined at the end of the preceding Calendar

Quarter shall be equal to the quantities of crude oil and natural gas

resulting from the application of the relevant percentage indicated
below:

For each Quarter, starting from the Quarter commerc ial
production starts, the contractor shall calculate the R-Factor
applicable to the relcvant Quartcr within thirty (30) days of the

I{-fackrr Govcrnmcnt's share Contractor's share

Less than 1.0 50% 50%

Equal to or greater than
1.0 and less than 2.5

65% 35%

Equal to or greater than
2.5' 175l% 12sl%

l|l
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beginning of such Quarlcr and submit the determination to the
Cabinet Secretary;

iv. In the event that thc corrlr'lctor is unable to calculate the R-Factor
for the relevant Quartcr.lre lore an allocation of profit Oil or profit
Gas for such Quartcr rnust be made, then the percentage for
allocation of Profit Oil n,rd/or Profit Gas, as the case may 6e, for
the previous Quartcl sin be used for the relevant Quarter;

v. If the allocation ol'I,r'oll, Oil or Profit Gas, as the case may be, in
the previous Quarter and rhe relevant Quarter is the same, then no
adjustment shall bc nradc:

vi. If the allocation ol'l!rc t:, 'tlt Oil or Profit Cas, as the case may be,
in the two Quartcrs ir ili, rent, then the contractor shall make any
adjustments to thc I'r r'rit. respective shares of Profit Oil or profit
Gas, as the case rri.,\ r restore them to the position that they
would have been in hacl r ,c R-Factor for the relevant Quarter been
available lrom thc srrrrt t rLrch Quarter; and

vii. If at any time an L'nol ,,.'curs in the calculation of the R-Factor,
resulting in a charrr,., in .c percentage share of profit Oil and/or
Profit Gaq the nL.ess ,, correction shall be made and any
adjustments shall , ,,1. i.om the Quarter in which the error
occurred. The par, ., g benefited from a surplus of profit
Petroleum shall r'r!' r' such surplus to the other Party,
beginning from tlr tll v of the Quarter following the euarter
in which the error \r irs i r rgnized.

38. Production Sharir','

(l) Crude oil and
disaggregated into Cost (

using the relevant perccr'
accordance with sub-claLrs
with sub-clause 36(4).

(2) Cost Petroleurn r

disaggregated into Cost (l
done quarterly on an accu
extent that actual quantiti(.
estimates of such data I

Programme and Budget rrl

(3) Within sixty (6()
calculation of each categor
on actual crude oil producr

gas production shall be respectively
ofit Oil and Cost Gas and Profit Cas,
rlated quarterly for Cost Petroleum in
.rnd for Profit Petroleum in accordance

,lt Petroleum calculations, respectively
Gas, Profit Oil and Profit Cas, shall be
hasis during a given fiscal year. To the
rd expenses are not known, provisional
rhe adopted annual production Work
' 13 shall be used.

: the end of each Fiscal Year, a final
r l)ctroleum and Profit Petroleum based
ntural gas production, in respect of that

l'

i
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Fiscal Year and recoverable petroleunl costs and Uplift, shall be prepared

and any necessary adjustments shall be promptly made'

(4) If so directed by the Cabinet Secretary, the contractor shall be

oftigitea to lift and mar'i<et pa* or the entire Govemment share of each

"ut""no* 
of Profit Petroleum and any Govemment or Appointee

parti'cipatine Interest share of petroleum in a development area'

(5) If any party fails to lift and market their share of petroleum, the

"ontrucior.ay 
lifl and rnarket such party's share on its behalf'

(6) When the Cabinet Secretary elects not to take and^receive in kind

uny part of a category of the Goveinment share of Profit Oil, the Cabinet

s"L.Ltu.y shall iotify the contractor three (3) months before the

"o,r."r*,r"nt 
of eacir semester of a cale ndar year, specifoing the quantity

of nroduction and such notice shall be effective for the ensuing semester'

nny *f" by the contractor of the Govemment share of Profit Oil shall not

Ue ior a term of more than one (l) year without the Cabinet Secretary's

"nn.Lnt. 
fft. contractor shall havc ihL right and obligation to market the

Govemment's share at the then prevaiting "fair market price"'

(7) Thc price paid by the contractor for the Govemment shale ofProfit

Oit siratt be ihe piice eitablished according to clause 35' The contractor

shall pay the Govemment on a monthly basis, such payy.enlt to be made

*ittli,i tltirty (30) days after the end of the month in which the production

occurred.

(8) In the event of commercial production of natural gas, the parties

shall )[ree when the development plan related.to-such commercialization is

uJoft"i on the rules applicable to ihe disposal ofthe Govemment share of
Profit Gas.

(9) At a reasonable time prior to the scheduled date ofcommencement

ofcoilirercial production, the parties shall agree to procedurcs covering thc

scneauling, storage and lifting'of petroleum prod.uged lom and sold at the

agreea uf,on Crua-e Oil Delivery Point and Natural Cas Delivery Point'

39. Taxation

(l) The Contractor shall be subject to and shall comply with the

rcquirements of the tax laws in force in Kenya.

(2) In the event ofany assignment or transfer ofa participating interest

undei iause 47, the contractor, or the entity within the contractor' assigning

or 
't.untfetting ' 

un interest under this contract, shall comply with the

requirements 6f the incotn" tax laws in force in Kenya imposing taxes on

capital gains.
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(3) It is understood rr I rr,, ., lhat the portion oleach category oftheProfit Petroleum which ti:c ( ior. r.rrrnent_is entitled to take and receive for agiven fiscal year. and whiL i. ,. -.Lrlated under clause 37 shall be exclusiveofall taxes payable by thc . ... r,,r.

(4) The contractor a",
taxes due on its profit oil.:l
provided for in the rax I

constituted authority for tlr

(5) In accordancc r.
consists of more than ont,
clause 39 shall be indivir,
of this clause 39 shalt
including for filins an i,
liabilities in respeci of l
person.

40. Title and Risk lo
(l) The title in thc

contractor (and risk thcr
delivered at the Crudc ( ,

Point. Title in the C(,
contractor pursuant to sr
contractor when it is de
Natural Gas Delivery po;

(2) Notwithstandinl
of the contractor until ir
the Natural Gas Delivcr
and hold harmless the t,
petroleum wherein the ri

4I. Government pil
(l) The Governmc

petroleum operations ill
up to .... ...... ... ... .. pc.
as "Participating Interc.
The Government rnav n i,

Conrpany.

(2) The Covernnr,.,
notic€ to the contractor
the date the develoonre
sub-clause 29(a). Such
the Covernment has el.

J.:ry and discharge as and when due such
.: itor shall prepare and file tax retums as

:l ,:::ipt. shall be issued by the duryrr 't oI Kenya taxes.

' rvs .of Kenya, where the contractor
Ilx Iiabilities ofcach entity under this

trstanding clause l0.and the provisions

. tfltis nutandis, to each such entity.I r\ rctum.or complying with any tax
r oI an tnterest in the contract by a

share of petroleum shall pass to the
r)atn wtth the contractor) when it is
Point and the Natural Gas Delivery
share of petroleum taken bv the
(6), (5). (6) and (7) shalt pass io rhe

re Crude Oil Delivery point and the

' 40(l), petroleum shall be at the risk
I at the Crude Oil Delivery point and
.' contractor shall defend, indemnifo
lom all claims asserted in rcspect oi
'contractor.

.'ct to participate in the upstream
'r)ent area and acquire an intcresl. ol
............%) (hereinafter referred ro
rl interest in that development area.
.'r directly or rhrough a National Oil

,. 
ise.the right to participate by givingIrtrndrcd and eighry (lil0; Aa i from

, development area is adopled under
)ccify the Participating [nterest rhat
'velopment area. lt' the Covcrnmenl

')

.rt
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exerciscs its option to participate, the contractor (or each entity
constituting the contractor pro-rata) shall transfer to the Govemment that
percentage interest specified by thc Government. The Covernment's
participation shall be effective from the date the development plan hereof
is adopted.

(3) If the Government exercises its right to pa(icipate in a

development area, the Government and the contractor shall execute the
Participation Agreement, in a format as prescribed in Appendix "C" and

made a part hereoe within ninety (90) days after notice to the contractor
under sub-clause 4 I (2).

(4) The Govemment shall, in exercise of its right to participate in a

development area-
(a) have the right to a vote in proportion to its participating interest

with respect to all decisions taken under the Participation
Agreement;

(b) own and separately take and dispose of its share in the petroleum
produced and saved to which the contractor is entitled under this
contract, corresponding to its participating interest in that
development area. The contractor shall not be obligated to
market the Government's share of petroleum corresponding to
the Government's participating interest in that development area;

(c) assume its share of costs, expenses and obligations incurred in
respect of that development area, from the effective date of its
participation as defined in sub-clause 4l(2), pro-rata in its
participating interest;

(d) own a participating interest share in all assets acquired for
upstream petroleum operations in or related to the development
area;

(e) reimburse the contractor, without interest, pro-rata to the
Govemment participating interest, its share ofall costs, expenses
and expenditure incurred in respect ofthe development area from
the datc the development plan for that development area has

been adopted to the date the Government exercises its right to
participate in that development area. This reimbursement shall be
made within ninety (90) days after the Government exercises its
right to participate.

42, Domestic Supply Obligations

(l) The contractor shall have the obligation to supply in priority
crude oil and./or natural gas for domestic consumption in Kenya and shall
sell to the Covemment that portion ofthe contractor's share ofproduction
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which is necessary to
accordance with the foll()\

(2) In each calendrrr
contractor not less than r,

calendar year, of the tl
amount of crude oil and'
from the contractor's
calendar quarter, and sh:
natural gas domestic co
numerator of which is r.
from the contract area arrL
and/or natural gas prr:rl
amount of crude oil antl
the contract area as in tr
clause 38 and in the forr
41. For the purpose of I

include crude oil and/or.

(3) When the conr
gas for domestic coi
Govemment shall be ca
to the Government sha
sixty (60) days of recei,
are mutually agreed.

(4) With the wrirr,.
may comply with this ,
recovery ofthe same ar.
adjustments shall be n.
costs, differences in qu

(5) In this clausc.
herein and "contractol
Government has partici;

(6) ln the evcnt tlr
area, the obligation of r

market shall be agreed l
plan related to such gr
extent possible, princip I

and (2).

,,' domestic supply requirement in
t()ns:

'Cabinet Secretary shall notify the
r days prior to the beginning oi that
'pply requirement. The maximum,ls that the Government may require
oduction shall be calculaied iach

r() the excess of total crude oil and/or
Kenya multiplied by a fraction, the

rde oil and,/or natural gas production
inator of which is the total crude oil

r all producers in Kenya, over the
r .,,rs available to the Government from

,vcrnment share of production under
,lcnt participation share under clause
c, "domestic consumption,' does not
lined in Kenya for export.
,rated to supply crude oil or naturai

Kenya, the price paid by the
eordance with clause 35. Such sales
.l monthly and shall be paid within
-c. unless other terms and conditions

' lhe Cabinet Secretary the contractor
,o(ing crude oil or natural gas and
,sequent production, but appropriate
'rrd volume to reflect transportation
rd terms of sale.

t" includes an Appointee as defined
include the Government where the
la Lrse 4l .

can be produced from the contract
r supply natural gas to the domestic
irs when approving the development
icr taking into consideration, to the

rose provided for in sub-clauses 42(l)
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PART !'III
BOOKS, ACCOUNTS, AUDITS, IMPORTS, EXPORTS AND

FOREIGN EXCHANGE

43. Books, Accounts and Audits

( I ) The contractor shall keep books and accounts in accordance with
the accounting procedure and shall submit to the Cabinet Secretary and
Authorily a statement of those accounts, not more than ninety (90) days
after the end ofeach calendar year.

(2) The contractor shall appoint an independent auditor of
intemational standing, approved by the Government to audit annually the
books and accounts of the contractor and report thereon; and the cost of
such audit shall be at the charge of the contractor and considercd as
recoverable cost.

(3) The Covernment may audit the books and accounts within seven
(7) calendar years of the period to which they relate, and shall complete
that audit wilhin two (2) calendar years.

(4) In the absence of an audit within seven (7) calendar years or in
the absence of notice to the contractor of a discrepancy in lhe books and
accounts within eight (8) calendar years of the period to which the audit
relates the contractor's books and accounts shall be deemed correct.

(5) Nothing in this clause shall be construed as limiting the right of
the Government or Oflicer of Covemment or a Government Agency
pursuant to any power granted by law, to audit or cause to be audited the
books ofany contractor or operator.

44. Exports and Imports

(l) Save for the petroleum to be delivered to the Government
pursuant to the terms of this contract, the contractor shall own and receive
its share of petroleum produced from the contract area and shall be
entitled to export such petroleum or to otherwise dispose of the same
subject to the limitations and conditions set out in the East African
Community Customs Management Act, 2004; the Customs and Excise
Act; the Value Added Tax Act; and any other tax law in force in Kenya.
1'he change of ownership ofcrude oil will occur at the Crude Oil Delivery
Point and the change ofownership ofnatural gas will occur at the Natural
Gas Delivery Point.

(2) The contractor and its sub-contractors engaged in carrying out
upstream pctroleum operations under this contract shall be permitted,
subject to the Iimitations and conditions set out in East African
Community Customs Management Ac|,2004, the Cusloms & Excise Act

142



The Petroleum (lit1tl,

and the Value Added
equipment and supplics
consumable items, mor',
solely in carrying out u
However, the contract(),
Kenyan goods and sel
relation to materials, co
pursuant to sub-clause 4

certified that they ar..'
petroleum operations r

contractors shall makc :

(a) approval of inr;

(b) exchange cont,
hereof; or

(f) independent i

superintenderrr'
Government.

(3) The actual co
entered into by the co,r
materials purchased l'
operations shall be reco
are reasonably requircrl
further that the prices
curently prevailing ir

market for comparable .

(4) The contract,'
imported items whic
operations. However, i

VAT, the seller shall li
payment ofduties, taxc

(5) Subject to s

contractors and subr'
applicable tax laws, a'
required for the con,
contract.

(6) In the event
subsequent upstrear)r
another contract area
imported, a permit r

'. lopnrenl and Production) Bill, 2015

to irnport into Kenya all materials,
r' rt not limited to machinery, vehicles,

v and any other articles, to be used
lcum operations under this contract.

-contractors shall give preference to
ordance with clause 22 hereof. In
supplies imported or to be imported

ire Authority or his representative has
I solely in carrying out upstream
ntract, the contractor and its sub-
, bject to-

, trject to the provisions of clause 45

,)utside of Kenya by general
nspecting body, appointed by the

tand materials are required for
'-rtions by another contractor in
-'()ntract area for which they were
by the relevant authority upon

s for technical and other services
lr€am petroleum operations and for
,r for use in upstream petroleum
ed that those services and materials

r petroleum operations and provided
'ontractor are no higher than those
s length transactions of the open
rterials.

jontractors may sell in Kenya all
r needed for upstream petroleum
rere exempt from customs duty and
Lies required in connection with the
ges imposed on such sales.

') and l3(5), a contractor and its
' export from Kenya subject to
rported items which are no longer
l petroleum operations under this



The Petroleun (Explordtion, Development a d Production) Bill,2015

application by the contractor for such equipment and materials to be used
for the purpose stated.

(7) "Customs duties", as that tenn is used herein, shall include all
duties, taxes on inrports (except those charges paid to the Government for
actual services rendered), which are payable as a result of the importation
ofthe item or items under consideration.

45. Exchange and Currcncy Controls

(l) As long as the contractor meets its obligations to the
Government in terms of tax payments or any other payments
contemplated by this contract, and as long as the contractor complies with
sub-clause 45(2) hereafter and is not in a material breach with this
contract, the Government shall by appropriate legal notice grant the
contractor, upon the effective date ofthis contract, the freedom to-

(a) open and freely maintain accounts inside Kenya and foreign
bank accounts outside Kenya in accordance with Central Bank of
Kenya (the Bank)laws and regulations issued under the
Exchange and Currency control laws ofKenya;

(b) receive, retain outside Kenya and freely dispose of foreign
currencies received by it outside Kenya, including the proceeds
of sales of petroleum hereunder, and a contractor shall not be
obligated to remit such proceeds to Kenya with the exception of
those proceeds as may be needed to meet in Kenya its expenses
and payments to the Government;

(c) pay directly outside Kenya for purchases ofgoods and services
necessary to carry out upstream petrolcum operations hereunder;

(d) pay its expatriate employees working in Kenya in foreign
currencies outside ofKenya. Such expatriate employees shall be
only required to bring into Kenya such foreign exchange as
required to meet their personal living expenses and to meet
payments of Kenyan taxes;

(e) freely repatriate abroad all proceeds from the contractor's
upstream petroleum operations in Kenya, including but not
Iimited to proceeds from the sale ofassets and Petroleum; and

(f) have rates of exchange for purchase or sale of currency in
Kenya, not less favourable to the contractor than those granted to
any investor in Kenya.

(2) In order to keep thc Government and the (the Bank) informed of
its prospective and actual foreign exchange transactions, the contractor
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(a) qualifying expenditure under the lncome Tax laws and
regulations;

(b) any asset sub.iect to a Certificate ofApproved Enterprise, without
written approval and the necessary amendments to the relevant
certificate. Proceeds arising from any other source may be
repatriated a{ier the Government has certified that such
repatriation is in order.

PART IX-GENERAL
46. Paymcnts

(l) All sums due to the Government or the contractor shall be paid
in USD or other currency agreed to by the Government and the
contractor-

(2) Any late payment due to the Covernment shall aftract interest at
the rate of LIBOR plus three percent (3%) per annum.

47. Assignment

(l) After notice to the Cabinet Secretary the contractor may assign
part or all of its rights and obligations under this contract to an affiliate
with the prior approval of the Cabinet Secretary, provided such
assignment shall result in the assignor and tlre assignee being jointly and
severally liable for all ofthe assignor's obligations hereunder.

(2) The contractor may assign to a person other than an affiliate part
or all of its rights and obligations under this contract, and other direct and
indirect transfers of interest or participation in the contract may be
transferred, in each case with the consent of the Cabinet Secretary, which
consent shall not be unreasonabty withheld and which shall be granted or
refused within ninety(90) days of receipt by the Cabinet Secretary of
notice from the contractor that it intends to make such an assignment, but
the Cabinet Secretary may require suclr an assignee to provide a
guarantee for the performance ofthe obligations ofthe contractor.

(3) The contractor shall report to the Cabinet Sccretary any material
changes in the corporate structure, ownership and financial position of the
contractor and its parent company.

(4) The contractor shall report to the Cabinet Secretary any Change in
Control in its corporate structure, including a Change in Control outside
Kenya arising by acquisition or exchange of shares, which shall be deemed
and treated as an assignment within Kenya for the purposes of clause 47.
Any Change in Control shall be subject to thc prior consent ofthe Cabinet
Secretary.
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court of competent jurisdiction to disclose, except with the consent of the
other party which consent shallnot unreasonably be withheld.

(3) Notwithstanding sub-clausc 49(2), the Cabinet Secretary may
use any information supplied, for the purpose of preparing and publishing
reports and returns required by law, and for the purpose of preparing and
publishing reports and surveys of a general nature.

(4) The Cabinet Secretary may publish any information which
relates to a surrendered area at any time after the surrender, and in any
other case, threc (3) years after the information was received unless the
Cabinet Secretary determines, after presentation by the contractor, that a
longer period shall apply.

(5) This contract is a public document and the Covernment shall
have the right to publish and keep it publicly available. The Covemment
may publish such information concerning this contract as may be required
by the laws of Kenya, including for purposes of obtaining ratification of
the contract by Parliament in accordance with ArticleTl of the
Constitution, or in accordance with intemationally accepted standards and
norms concerning transparency in the extractive industries..

50. Force Majeure

(l) In this clause, force majeure means an occurrence beyond the
reasonable control of the Cabinet Secretary or the Government or the
Authority or the contractor which prevents any ofthem from performing
their obligations under this contract.

(2) Where the Cabinet Secretary, the Governmcnt or the contractor
is prevented from complying with this contract by force majeure, the
person aflected shall promptly give written notice to the other and the
obligations of the affected person shall be suspended, provided that that
person shall do all things reasonably within its power to remove such
cause of force majeure. Upon cessation of the force majeure event, the
person no longer affected shall promptly notify the other persons.

(3) Where the person not affected disputes the existence of force
majeure, that dispute shall be referred to arbitration in accordance with
clause 53.

(4) Where an obligation is suspended by force majeure for more
than one (l) year, the parties may agree to terminate this contract by
notice in writing without further obligations.

(5) Subject to sub-clause 50(4), the term of the contract shall be
automatically extended for the period ofthe force majeure.

51. Waiver
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A waiver ofan obligation ofthe contractor shall be in writing, signed by
the Cabinet Secretary, and no waiver shall be implied if the Cabinet
Secretary does not exercise a remedy under this contract.

52. Governing Law

(l) This contract shall be governed by, interpreted and construed in

accordance with the Laws of Kenya.

(2) The contractor agrees that it shall obey and abide by all laws and

regulations in force in Kenya.

(3) If after the eflective date of this contract the economic benetlts

of a party are substantially affected by the promulgation of new laws and

regulations, or of any amendmenls to the applicable laws and regulations

of Kenya, the parties shall agree to rnake the necessary adjustments to the

relevant provisions of this contract, observing the principle of the mutual

economic benefits ofthe parties.

(4) Nothing in this clause shall be interpreted as imposing any

limitation or constraint on the scope or due and proper enforcement of the

laws of Kenya of general application and which are in the interest of
health, safety, conservation, or the protection of the environtnent for the

regulation of any category of property or activity carricd on in Kenya;
provided, however, that the Govcrnment shall at all times during the

conduct of upstream petroleum operations ensure in accordance with
clause 16, that measures taken in the interest of health, safety,

conservation or the protection of the environment are in accordance with
best petroleum industry practices.

(5) The decisions of the Cabinet Secretary under the contract shall

be taken and made in accordance with the provisions of the Act and

regulations.

53. Dispute Resolution

Arnicnble Settlement

(l) Except as otherwise provided in this contract, any difference or

dispute arising out of or in relation to or in connection with this contract

shall, as far as possible, be settled amicably. If any differcnce or dispute

remains unresolved, either party shall havc the right to serve upon thc

other party a detailed statement stating the issues in d ispute. Within

foudeen (14) days of receipt of the statement or other mutually agrecd

period, the Cabinet Secretary and the chief executive of the contractor

ihall rneet to resolve the difference or dispute. Where no settlement is
reached within thirty (30) days from the date ofthe meeting, either party
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shall havc the right, sub.iecl to clause (2), to have such difference or
dispute be resolved through arbitration in accordance with UNCITRAL
arbitration rules adopted by the Unitcd Nations Commission on
International Trade Law.

flxpcrt Determination

(2) In lieu of resorting to arbitration, the Cabinet Secretary and the
contractor, where they consider appropriate, by mutual agreement, may
reler the dispute for determination by a sole expert to be appointed by
agreement of the parties. In such case, the pafties shallagree on the terms
of reference lor the expert determination, schedule and other procedural
matters. The dccision of thc sole expcrt shall be final and binding. The
solc expert shall make a determination within nincty (90) days of his
appointment. Where the sole expert fails (o make a determination within
(he allotted time, either party may call for the matter to be resolved
through arbitration as provided herein bclow.

Arbitration
(3) The arbitration procedure shall commence by a written requcst of

either party (applicant party) to the UNCITRAL with a simultaneous
notification to the other party. The arbitration proceedings shall
cornmence within sixty (60) days of the date of receipt of that request by
the UNICIl'RAL.

(4) The number of arbitrators shall be threc (3) and shall be
appointed as follows-

(a) each party shall appoint one (l) arbitrator and so notify the other
party and the Secretariat ofthe UNCITRAL ofsuch appointment
within thirty (30) days of the expiry of the period specified in
sub-clause 5 3(3).

(b) where the applicant party fails to appoint its arbitrator within the
thirty (30) day period, it shall be deenred to have abandoned its
application.

(c) wherc the defending party has not appointed its arbitrator within
thirly (30) days following the receipt of the notice, the applicant
party may request the UNCITRAL to appoint an arbitrator within
thirty (30) days of the date of receipt of that request by the
UNICITRAL.

(d) within forty fivc (45) days after the appointment of the last
arbitrator, the two arbitrators shall select, by rnutual agreement, a
third arbitrator, who shall be designated as the chairman of the
arbitral tribunal.
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(e) where the two arbitrators lail to select the third arbitrator, either
party may request in writing the Secretary General of the
International Centre for Settlement of Investment Disputes to
appoint the third arbitrator. The Secretary General shall forthwith
send a copy of that request to the other party. The Secretary
General shall comply with the requcst within thirty (30) days
fiom the receipt thereof or such longer period as the parties may
agree. The Secretary General shall prornptly notify the parties of
any appointment or designation made by him pursuant to the
aforesaid request.

(5) T'he arbitrators shall not be of the same nationality as either of
the parties. I1'any arbitrator fails or is unable to act, his successors shall
be appointed in the same manner as the arbitrator whom he succeeds.

(6) The arbitrators shall hear and determine the matter within
ninety (90) days ofthe appointment ofthe third arbitrator. The decision of
the majority ofthe arbitrators shall be final and binding on the partics and

shall be enforceable under the laws of the Republic of Kcnya. Any party
rnay apply to a court of competent iurisdiction for enlbrcement of such

award. The arbitration award may take the {brrn of an order to pay a sum
of money, or to perform an act, or to retiain frotn an act, or any
combination of such orders. Notwithstanding the foregoing, a party is
entitled to seek prelirninary injunctive relicf or interim or conservatory
measures fronr any court of cornpetent jLrrisdiction pending the final
decision or award ofthe arbitrators.

(7) The place of arbitration proceedings shall be Nairobi, Kenya.
The language used for the proceedings shall be English language.

(8) The applicable laws shall be the laws ofthe Republic ofKenya,
and the provisions of this contract shall be interprcted in accordance with
those laws.

(9) Each party shall pay lor its own counsel and other costs,

however, the cost of the arbitral tribunal shall be allocatcd in accordance

with the decision ofthe arbitral tribunal. The costs ofthe sole expert shall
be borne equally by both parties. The costs incurred in arbitration or the

sole expe( determination shall not be rccoverablc costs undcr the

contract.

(10) l'he parties shall continue to perfornt their respective

obligations under the contract during any sole expert or arbitration
proceedings.

(ll) The right to arbitrate differences or disputes arising out of this
contract shall survive the terminatiorr of this contract.
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Notices

(1) Any notice and other communication under this contract shall be

in *riting and shall be delivered by hand, sent by registered post, certified

post, or fax to the following address ofthe other;

To the Government:

Ministry of Energy & Petroleum

FAO Hon Cabinet Secretary

Kenyatta Avenue

P.O. Box 30582-00100

Nairobi, Kenya

To the Contractor:

(2) A notice shallbe effective on receipt.

(3) Any notice, if sent by lhcsirnile, shall be decrned received by the

parry to whom it was addressed on the llrst business day after the day

uoon which the facsin.rile was received. Any notice, if by personal

delivcry to any party. shall be deerned to be received by the addressee on

the date ol'aetiuc.y, if that datc is a business day, or otherwise, on thc

next business day ibllowing. In the evcnt that a notice sent by facsimile

includes a request lor confirmation of the receipt thereof' such a

confirrnation shall be sent no later than one ( l) business day aller receipt

ofthe notice. Thc contractor nray at any time and from time to time changc

its authorized represcnlative or ils address herein on giving the Govcmment

ten ( l0) days' notice in writing to such eftbct.

54. Hcading and Amendments

(l) tleadings are inserted in this contract for convenience only and

shall not affect tlie construction or interpretation hcreol"

(2) This contract shall not be amended, rnodilled or supplernented

cxcept by an instrunrent in rvriting signed by the parties'

(3) ln the event of a conflict between the provisions of this contrac(

and iis Appendices, the provisions of this contract shall prevail'

(4) In the event onc of the provisions of this contracl is or bccomcs

invalia, illegal or unenforccablc, such provision shall be.deemed severed

frorn this c"ontract and the remaining provisions of this contract shall

continuc in full forcc and eflbct. 
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(5) This contract shall be executed in six (6) originals, four (4) for
the Government and two (2) For the conlractor'

Signcd on the day and year first before wrilten:

SIGNED by the duly authorized Represcntative of the

GOVERNMENT

TI IIi CAI]INIi'I' STCRIITARY

I

l
I

In thc presence of: -

PItI NCIPAL STlCR[,TAIiY

SEALED with the comrnon seal of CONTRACTOR

ln the presence oft -

Dircctor

Director....

Note: Appendices to each petroleum agreement will-
(a) identify the block to which the petroleum agreement relates

(Appendix "A");
(b) provide for the accounting procedures to be followed by the

contractor (Appendix "B"); and
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(c) spccily the tenns and conditions of participation (Appendix
'c").
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APPENDIX (A''

THE CONTRACT ARtrA

(fhe Area to which lhe Petoleum Agreement relales)

APPENDIX "8"
ACCOT]NTING PROCEDURE

TABLE OF CONTENTS

PART I-GENERAL PROVISIONS

l.l . Interpretation.

I .2. Accounting obligations ofthe contractor.

1.3. Language and units ofaccounts.

I .4. Audits and inspection rights of the Government'

1.5. Revision of accounting procedure.

PART II-CLASSIFICATION OF EXPBNDITURBS AMONG
COST CENTRES

PART III-COSTS, EXPENSES, EXPENDITURE AND CREDITS
OF TIIE CONTRACTOR AND NON-RECOVERABLE COSTS

3.1. Labour and related costs.

3.2. Material.

3.3. Transportation and employees relocation costs'

3.4. Services.

3.5. Damages and losses to joint property.

3.6. lnsurance.

3.7 . Legal expenses.

3.8. Duties and taxes.

3.9. Offices, camps and miscellancous facilities'

3.10. General and administrative cxpenses.

3.1 l. Other expenditure.

3.12. Credits under the contract.

3.12. No duplication ofcharges and credits'

3.14 Non-recoverable costs and expenses.
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PART IV-FINANCIAL RTIPORTS TO THE CABINET
SIICRIiTARY

I. I'ART I-GIINERAL PIIOVISIONS

The purpose of this accounting procedure is to establish methods and
rules of accounting for upstream petroleum operations and the principles
set fofih herein shall apply to upstream petroleum operations pursuant to
the production sharing contracl (hereinafter referred to as the "Contract"),
to which this Appendix is attached.

I.I. INTERPRETAT'ION

I.I.I. DEFINITIONS-

"controllable matcrial" means material which the operator subjects
to record control and inventory. A list oftypes ofsuch material shall be
furnished to the Government and non-operator(s);

"joint account" means the set of accounts maintained by the operator
to record all expenditure and other transactions under the provisions of
the contract. Such accounts will distinguish between exploration,
evaluation, development, decommissioning and production costs. After
adoplion of a development plan a separate joint account shall be
maintained for each development area;

'Joint property" means all property acquired and held in connection
with upstream petroleum operations under the contract;

"material" means personal property, including supplies and
equipment, acquired and held flor use in upstream petroleum operationsi

"non-operator(s)" means thc entitics constituting the contractor other
than the operator, and the Government when it participates.

Words not defined herein, but which are defined in thc contract,
shall have the meanings ascribed to them therein.

I.I.2, PRECEDENCE OF DOCUMENT

In the event of conflict belween the provisions of this accounting
procedure and the provisions of thc contract, the provisions of the
contract shall prevail.

I.2. ACCOUNTING OBLICATIONS OF'fHE CON'|RACTOR

1.2.1. The contractor shall maintain financial accounts necessary to
record in reasonable detail the lransactions relating to upstrcam
petroleum operations which shall be prepared in accordance with
the International Financial Reporting Standards (IFRS).
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1.2.3.

1.2.4.

1.3.1.

1.3.2.

1.4.t.
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Within ninety (90) days after the Effective Date, the contractor shall

submit for approval to the Cabinet Secrctary, and discuss with the

Cabinet Secretary and the Kenyan tax authorily(ies), a proposed

outline of a chart of accounts, detailed classification of costs, costs

centres, books, records, statements and reports to be established in
accordance with the Contract and this accounting procedure.

Following such discussion and approval, the contractor shall provide
copies of the compreliensive charts of accounts and the manuals to
be used, which may be revised from time to time by mutual
agreement.

The contractor shall provide details of the financial accounts in
the form of monthly statements which shall-
(a) reflect all charges and credits related to upstream petroleum

operations;

(b) be prepared on an accrual basis so that expenditure is

recorded as incurred when title to goods passes, or when work
is executed; and

(c) present the total accounts for the contract area and each

development area and the share ofcach non-operator.

In addition, when the contractor is constituted by more than one

entity, each such entity shall provide details of its financial accounts

related to the upstr€am petroleum operations.

I.3. LANCUAGE AND UNITS OF ACCOLINTS

All books and accounts shall be maintained in the English
language, United States Dollars and Kenya Shillings provided that
the United States Dotlar accounts will prevail in case ofconflict.
Where necessary for clarification, the contractor may also

maintain accounts and records in other language and currencies.

It is the intent of this accounting procedure that neither the

Government nor the contractor should experience an exchange
gain or loss at the expense of, or to the bencfit of, tho other-

Aowever, should there bc any gain or loss fiom exchange of
currency, it shall be credited or charged to the accounts under the

contract.

I.4, AUDITS AND INSPECTION RIGIJTS OF TIIE
GOVERNMENT

l-he Covernment, upon thirty (30) days advance written notice to

the contractor, shall have the right at its sole expense to audit the
joint account and related records for any calendar year or portion
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1.4.7.

thereof within thc seven (7) year period following the end of such

year. Notice of any exception to the contractor's accounts of any

calendar year must be submitted to the contractor within eight (8)
years [tom the end ofsuch Year.

For purposes of auditing, the Covernment lnay examine and

verily, ai reasonable times, all chargcs and credits relaling to the

upst;eam petroleum operations such as books of account,

aicounting'entries, material records and inventories, vouchers,

payrolls, invoices and any other documents, correspondence and

iecords necessary to audit and verify the charges and credits'

Furlhennore, thc auditors shall have the right in connection with
such audit, to visit and inspect at reasonable tirnes, all siles, plants.

facilitics. warehouses and offices of the contractor directly or

indirectly serving the upstream petroleum operations including

visiting personncl associated with those operations.

Atl agreed adjustments resulting from an audit shall be rectified
prorn[tly in ihe contractor's accounts, and any consequential

idjusirments to paymetrts due to the contractor or the Govemment'
as the case rniy be, shall be made promptly. Any unresolved

dispute arising in connection rvith an audit shall bc referred to

arbltration in iccordance with clause 53 of thc contract, and until

such dispute is resolved the contractor shall maintain the relevant

documents in connection with such unresolved dispute and shall

permit inspection thereof.

Disputes relating to tax shall be resolved through the tax disputes

resolution processes as provided in the relevant tax laws'

The contractor shall appoint an independent auditor of
international standing approved by the Cabinet Secretary to audit

annually the accounts and records of upstream petroleum

operati;ns and Icport thereon, and the cost of such audit and

report shall be chargeable to the joint account.

I.5. REVISION OF ACCOUN'fING PROCEDURE

By mutual agreentent between the Government and the contractor'
this accounting procedure may be rcvised from time to time by an

instrument in writing signed by both the partics.

The parties agr€e that if any procedure established herein proves

unfhir or inequitable to any party, the parlies shall rneet and in
good faith agree on the changes necessary to correct that

unfairness or inequitY.

1.4.3

1.4.4

t.5.1

I .5.2

t.4.5.
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2. PART II . CLASSIFICATION OF EXPENDITTJRES AMONG
COST CENTRES

2.1. The detailed categories of petroleum costs shall be agreed
pursuant to sub-clause 1.2.2 of this Annex B and shall include the
following main categories-

2. I . t . exploration costs incurred for exploration operations;

2.1 .2. development costs incurred for development operations;

2.1 .3. production costs incurred for production operations;

2. I .4. decommissioning costs incurred for decommissioning operations;

2.1.5. Uplift.

2-2. Exploration costs, in respect of the contract area, are those costs

which relate to exploration operations incurred in accordance with
an approved annual exploration and appraisal work programmes
and budget. They include lor the purposes of accounting the

evaluation operations in respect of a discovery.

2.3. Development costs, in respect of a development area, are those
costs incurred in respect of the activities carried out in accordance
with an approved development plan and the relevant annual

development work programmes and budgets, and consists oft

2.3.I . Before the commencement of commercial production in a

development area, those costs whether of a capital or operating
nature, which relate to developtnent operation; and

2.3.2. From the commencemenl of commercial production in a

development area, those costs of a capital nature only, which
relate to the continuation of thc development of the commercial
discovery and investments for the recovery of petroleum from
such discovery.

2.4. Production costs, in respect ofa development area, arc those costs

of an operating nature only, excluding development costs and

decommissioning costs, which relate to production operations
carried out lrom the commenc€ment of commercial production in
respect of such development area in accordance with approved
annual production work programmes and budgets.

2.5. Decommissioning costs, in respect of a development area, are

those costs or contributions to the decommissioning fund related
to abandonment and dccomln issioning operations set out in clause

l7 ofthe Contract.
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2.6. The Petroleum costs in each category of costs that cannot be
related to a certain area and the general and administrative costs
relerred to in Part lll shall be allocated to categories of costs and
to area in accordance with the approved methods set out in sub-
clause 2.7 and 2.8.

2.7. The petroleum costs shall be allocated among the categories of
upstream petroleum operations in the following manner:

2.7.1. Exploration operations, subdivided further into:

2.7 .l .1 . Aerial, geological, geochemical, and other surveys;

2.7.1 .2. Each individual seismic surveyl

2.7.1.3. Each individual exploratory well or appraisal well;

2.7.1.4. Infrastructure such as roads, airstrips;

2.7.1.5. Support facilities such as warehouses, including an allocation
of common service costs (costs related to various upstream
petroleum operations);

2.7 .1.6. An allocation of the general and administrative costs; and

2.7 .l .7 . The exploration operations;

2.7.2. Development operation up to the delivery points, subdivided
further into:

2.7.2.1. Aerial, geological, geochemical, geophysical and other
surveys;

2.7.2.2. Each individual developrrent well;

2.7 .2.3. Flow lines and gathering lines;

2.7.2.4. Fieldfacilities;

2.7.2.5. Tank farrns and other storage facilities for petroleum;

2.7.2.6. Pipelines and trunksl

2.7.2.7. Infrastructurei

2.7.2.8. Support facilities, including an allocation of common service
costs (costs related to various upstream petroleum operations);

2.7.2.9. An allocation of the general and administrative costs; and

2.7.2.10. Other development operations, including engineering and
design studies.

2.7.3. Production operations, subdivided in the same manner as
developrnent operations.
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2.7.4. Decommissioning operations subdivided in the same tnanner as
devclopment operations.

2.8. Petroleum costs shall be allocated to crude oil and natural gas,
where both products are being produced and saved. Such
allocation shall be made in accordance with the following
principles:

2.8.1. Where costs are exclusively related to either crude oil or natural
gas, such costs shall be allocated completely to the respective
category.

2.8.2. Where costs can be attributed to both crude oiland natural gas, the
costs shall be allocated pursuant to the method agreed by the
parties in accordance with best petroleum industry practices.

3. PART III_COSTS, EXPENSES, EXPENDITT]RE AND
CREDITS OF THE CONTRACTOR AND NON-

RECOVERABLE COSTS

Subject to the provisions of the contract, the contractor shall bear and pay
the following costs and cxpenses necessary to conduct upstream
petroleum operations. Such petroleum costs are recoverable by the
contractor in accordance with lhe provisions ofthe contract when incurred
under approved annual Work Programmes and Budgets and duly entered in
the Joint Account.

3.I . LABOUR AND RELATED COSTS

3.1.1. Salaries and wages ofemployecs ofthe operator and its affiliate(s)
for portion ol their time spent performing management,
administrative, legal, accounting, treasury, tax, employee
relations, computer services, engineering, geological, geophysical,
and all other functions for the benefit of petroleum operation,
whether temporarily or permanently assigned to the contract area,
as well as the cost of employee benefits, customary allowances
and personal expenses incurred under the usual practice of the
operator and its affiliate(s) and amounts imposed by governrnental
authorities, which are applicable to such ernployees.

3.2. MATERIAI-

3.2.1. The cost of material, equipment and supplies purchased or
furnished by the operator for use in upstream petroleum
operations shall be charged to the joint account on the basis set
forth below. So far as it is reasonably practical and consistent with
eflicient and economical operations, only such rnaterial shall be
purchased for or transferred to the joint property as may be

t6l



'fhc Pctroleuu (l*plovtion, De|elop|rcfit ond l'rodtction) l)ill, 2015

required for immediate use and/or for approved work programmes
and the accumulation ofsurplus stock shall be avoided.

3.2.1.1. Exccpt as otherwise provided in sub-clause 3.2. 1.2 bclow,
material purchased, leased or rented shall be charged at the
actual net cost incurred by the operator. "Net cost" shall
include, but shall not be lirnited to, such items as vendor's
invoice price, transpo(ation, duties, fees and applicablc taxes
less all discounts actually received.

3.2.1.2. Material purchased or translerred from the contractor or its
alfiliate(s) shall be charged at the prices specified here
below-

3.2.1.2.1. Nerv material (condition "A") shall be valued at the
current intcrnational n€t cost which shall not exceed the
price prevailing in nornral arrn's length transactions on the
open market;

3.2.1.2.2.

3.2.t.2.2.t.

3.2.1.2.2.2.

Used material (conditions "8", "C" and "D")-
rnaterial rvhich is in sound and serviceable condition and is
suitable lor re-use without reconditioning shall be
classificd as condition "B" and priced at seventy-five per
cent (7 5o/o) of the current price of new material defined in
clause 3.2. I .2.1 above;

nraterial which cannot be classified as condition "ll" but
rvhich after reconditioning will be further serviceable for
its original lunction shall be classified as condition "C"
and priced at filly perccnt (50%) of the current price ol'
new material as defined in clause 3.2.1 .2.1 above. fhe cost
ol reconditioning shall be charged to the reconditioned
rnaterial provided that the value of condition "C" rnaterial
plus the cost of rcconditioning do not excced the value of
cond ition "B" material;

material rvhich cannot []e classified as condition "ll" or
condition "C" shall be classified as condition "D" and
priced at a valuc conrnensurate rvith its use.

3.2.2. INVEN'I'ORIES

At reasonablc intervals, inventories shall be taken by the
operator of allcontrollable material. 'l'he operator shall give
ninety (90) days' written notice of intentior.r to take such
invcntories to allow the Cabinet Secretary and non-operator(s)
to be represen(ed when any invcntory is taken. Failurc ofany

3.2.1.2.2.3

3.2.2.1.
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party to be represented after due notice given shall bind such
party to accept the inventory taken by the operator.

3.2.2.2. The operator shall clearly state the principles upon which
valuation ofthe inventory has been based.

3.2.2.3. Whenever there is a sale or change of interest in the joint
property, a special inventory may be taken by the operator,
provided the seller and/or purchaser of such interest agrees to
bear all ofthe expense thcreof. ln such cases, both the seller
and the purchaser shall be entitled to be represented and shall
be governed by the inventory so taken.

3.3. TRANSPORTATION AND EMPLOYEE RELOCATION
COSTS

3.3.1. Transportation of material and other related costs such as origin
services, expediting, crating, dock charges, forwarder's charges,

surface and air freight, and customs clearance and other
destination services.

3.3.2. Transportation of employecs as required in the conduct of
upstream petroleum operations, including employees of the

operator's affiliate(s) whose salarics and wages are chargeable

under sub-clause 3.1.1 and 3.4.2.

3.3.3. Relocation costs of the contract area vicinity of employees
pennanently or ternporarily assigned to upstrealn petroleum
operations. Relocation costs fiom the conlract area vicinity.
except when an employee is re-assigned to another location
classified as a foreign location by the operator. Such oosts include
transportation of employees' families and their personal and

household effects and all other relocation costs in accordance with
the usual practice ofthe operator and its affiliate(s).

3.4. SEI{VICES

3.4.1. Thc actual costs ofcontract services, professional consultants, and

other services performed by third parties other than services
provided by the contractor or its affiliate(s), but the prices paid by
the contractor shall nol be higher than those generally charged for
comparable seryices.

3.4.2. Costs oftechnical services, such as but not lirnited to, engineering,
and related data processing, performed by the contractor and its
affiliate(s) for the direct benefit of upstream petroleum opcrations,
engineering and related data processing, performed by the

contractor provided such costs shall not excecd those currently

l'he I'etroleun (l,xploration, De|elopment and Ptoduclion) Bill, 2015
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prevailing if performed by third pa(ies in norrnal arm's length
transaction for like services.

Costs of use of equipmcnt and facilities for the direct benefit of
the upstream petroleum operations, furnished by contractor or its
affiliate(s) at rates commensuratc with the cost of ownership, or
rental, and the cost of operation thereof, but such rates shall not
exceed those currently prevailing in the general vicinity of the
contract area in nornral arm's length transactions on the open
rnarket for like services and equipment.

3.5. DAMAGT]S AND LOSSES TO JOINT PROPERTY

All costs or expenses nccessary fbr the repair or replacemcnt of
.ioint property resulting from damages or losses incurred by fire,
flood, stonr, theft, accident, or any other cause, except insofar as

those costs and expenses are caused by the willful misconduct of
the operator. The operator shall furnish the Government and non-
operator(s) wrilten notice oldamages or losses tbr cach darnage or
loss in cxcess of fifty thousand U.S. dollars (U.5.$50,000) as soon
as the loss has come to the notice ofthe contractor.

3.6. INSURANCE

Premiums for insurance rcquired under the contract, provided that
a party not participating in such insurance shall not share in the
costs unless such insurance is compulsory under the laws of
Kenya and provided further, thal if such insurance is wholly or
partly placed with an affiliate of the contractor such premiums
shall be recoverable only to the extent generally charged by
competitive insurance companics other than an affiliate of thc
contractor.

3.7. LEGAL EXPENSES

All costs or expenses of litigation or legal services otherwisc
necessary or expedient for the protection of the joint property or
other interest in the contract area, including but not limited to
legal counsel's salarics and fees, court costs and cost of
investigation or proculing evidence. These services may be
perforrned by the opcrator's legal staff or an outside finn as

necessary.

3.8. DU'I-IES AND TAXES

All duties, taxes (excepl taxes based on income, profit or gains),
fees, and governmental assessrnents of every kind and nature which
have been paid by the contractor with respect to the Contract unless
specifically excluded under this Contract.
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OFFICES, CAMPS AND MISCELLANEOUS FACILITIES
Cost of establishing, maintaining and operating ths offices, sub_

:I::.: "urpt warehouses, houiing and other" facilities diiectly
servlng .upstream petroleum operations. The costs shall bL
allocated to the operations served on an equitable basis.

3. IO. GENERAL AND ADMINISTRATIVE EXPENSES
3.l0.l.This charge shall be made monthly for services of all personnel

and officers_ of the operator and its affiliate(s) outside Kenya and
those not otherwise provided herein. It shali include serviccs and
related office costs of personnel performing management,
administrative, legal, 

. 
accounting, tieasury, "tax, 

efrployee
relations., computer services, purchising, engineering, geological,
geophysical, and all other functions lor the direit b"nefrt oi
upstream petroleum operations. General and administrative
expenses incurred wholly. and exclusively for the Kenyan
operations are wholly deductible. Ccneral and administraiive
cxpenses which have not been incurred wholly and exclusively
incurred for Kenyan operations rvill be chargej on an allocation
crite.ria provided by the contractor subject to approval of the
Cabinet Secretary and Kenyan Tax Authoiities.

3.10.2. Within ninety (90) days following rhe end of each quarter, the
operator shall determine the actual costs incurred in performing
such services, and shall charge or credit thc joint account for the
difference between the actual cost incurred ldr the quarter and the
provisional rate charged during the quarter.

3.10.3. On request of the Government or a non-operator, the operator
shall make available at its Kenyan office all supporting documents
used lor the determination of the charges. Sucir dociments shall
include but shall not be limited to timeillocation reports prepared
by employees providing services described in part, cash vouihers
supporting. cash expenses included in the ovirhead pool, inter_
company billings supporting.charges lor services piovided by
operator's affiliates (e.g. building rentals, telecomrnunicationipaid by ..the operator's parent company), summary or
im personalized 

- 
computer run supporting saiaries, wages and

employee benefits and other such docume-nts as may be itutually
agreed.

3. I I. OTHER EXPENDITTJRE

3.ll.l. Other reasonable expenditure not covercd or dealt with in the
fbregoing provisions which are incurred by thc operator and its

3.9

3.S. I .
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affiliate(s) for the necessary, proper, economical and efficient
conduct of upstream petroleum operations only with the approval

by the Cabinet Secretary.

3.1 1.2. Interest and financing charges incurred on loans or other forms of
financial accommodation raised by the contractor for expenditure in

upstream petroleum opetations under the contract shall be non-

recoverable costs in accordance with sub-clause 3. l4 below.

3.I2. CREDITS UNDERTHE CONTRACT

3. l2.l . The net proceeds of the following transactions shall be credited to
thc account for cost recovery purposes under the contract-

3.l2.l.l. the net proceeds ofany insurancc or claim in connection with
the upstieam petroleum operations or any assets charged to the

accounts under the contract;

3.12.1 .2. revenue received from other parties for the use of properly or
assets charged to the accounts under the contract;

3.12.1.3. any adjustment received by the contractor from the

suppliers/manufacturers or their agents in connection with
deiective equipment or lnaterial the cost of which was

previously charged by the contractor under the contract;

3.12.1.4. rentals, refunds or other credits received by the contractor
which apply to any charge which has been made to the

accounts under the contract;

3.12.1.5. proceeds from all sales of surplus material or assets charged to
the account under the contract; and

3.12.1.6. the prices originally chargcd to the accounts under the contract

for inventory materials subsequently exported from Kenya.

3.I3. NO DUPLICATION OF CHARCES AND CREDITS

3.13.1. Notwithstanding any provision to the contrary in this accounting
procedure, it is the intention that there shall be no duplication of
charges or credits in the accounts under thc contract.

3.I4. NON-RECOVERABLE COSTS AND EXPENSES

3.l4.l.Costs and expenses not specifically identified as recoverable in

this clause shall not be recoverable by the contractor. Such non-
recoverable costs and expenses include, but are not limited to, the

following:

3.14.1.1. taxes on income or profit paid to any Government authority
(except taxes and duties that may be included in the costs of
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material and equipment purchased for upstream petroleum

operations);

any payment made to the Government by reason ofthe failure
of the contractor to fulfill its minimum work and expenditure
obligations in respect ofthe initial exploration period, the first
addiiional exploration period, or the second additional
exploration period under the contract;

the cost ol any letter of guarantee, if any, required under the

contracU

the signature bonus set out in clause 6 ofthe contract;

the surface fees set out in clause 6 ofthe contract;

training fees and other related costs.

costs of marketing or transportation of pelroleum beyond the

delivery point;

interest, arrangement costs and any foreign exchange costs

relating to loans or other financing arrangements raised by the
contractor for capital expenditure in upstream petroleum

operations under the contract;

any accounting provision for depreciation and/or amortization,
excluding any depreciation and/or amortization expressly
permitted under the contracti

costs incurred before the Eflectivc Date;

Any foreign exchange and currency hedging costs;

Donations or charitable contributions and/or services relating
to public relations;

Costs that were not incurred within an approved Annual Work
Program and Budget, as rcvised, or are of a catcgory not
pe rrnitted by this Contract;

Decommissioning Costs actually incurred which have becn

effectively funded from the Decommissioning Fund through

contributions made to such Fund which are already recovered

when those Costs are incurredi

Costs in excess of those in line with the international market
price for goods or services of similar quality supplied on

iimilar terms prevailing at the time such goods or scrvices

were obtained or ordered by thc contractor;

3.t4.1.4.

3.14. I .5.

3.14. 1.6.

3.14.t .7 .

3.r4.I.8

3.14.1 .9

3.t4.r.13

3.r4.1.10.

3.14.1.11.

3.14.t.12.

3.r4.1.15.
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3.14.1.16. Any costs not reasonably required for the upstream petroleum
operations;

3.14.1.17. Expenditures on research and development ofnew equipment,
rnaterials and techniques;

3.14.1.18. Costs ior which the records do not exist or which are not
adequately documented;

3.14.1.19. Costs of arbitration and expert determination pursuant to
clauses 35 and53 of the Contract in respect of any dispute
under this Contract;

3.14.1.20. Fines and penalties imposed under the laws of Kenya;

3.14.1 .21. Costs due to a violation to this Contract or the laws and
rcgulations applicable to thc upstream petroleum opcrations,
including any amount spcnt on indemnities or penalties arising
from the non-fulfillment of contractual obligations, such as
any payment rnade to the Government by reason of the failing
of the contractor to fulfill its rninimum exploration work and
expenditure obligations under the Contract;

3.14.1.22. Costs incured as a result of willful misconduct or negligence
of the contractor, its agents or subcontractors, including any
payments for damages under the Contract;

3.14.1.23. The acquisition costs or any other payments or charges in
relation with the transfer of an interest in accordance with
clause 47 of the Contract, including but not limited to any
paylnents of considerations, private overriding royalties net
profits and interests;

3.14.1.24. Corporate Social Responsibility Costs or Social lnfrastructure
Costs; and

3-14.1.75. any recoverable costs recovered elsewhere under the Kenyan
larvs.

4. PART TV-FINANCIAL REPORTS TO THE CABINET
SECRETARY

4.1. The reporting obligations provided for in this Part shall, unless the
contrary is stated, apply to the operator.

4.2. The operator shall subrnit annually to the Cabinet Secretary the
following-

4.2.1. the annual work programme and budget three (3) months befbre
the beginning of the year to which they apply and the budget shall
be analyzed by item within the exploration programme, evaluation

r68



The I'etroleun (F;xplorotion, Developnenl and Productioh) Bill, 2015

programme, development programme, production progralnme and
decommissioning programme and show for each major budget
item, with reasonable detail, the following-

4.2.1.1. latest forecast of cumulative petroleum costs anticipated at the
start ofthe budget year;

4.2.1.2. cumulative expenditure anticipated at the end of each quarter
ofthe budget year; and

4.2.1.3. expendilure anticipated in future years to complete the budget
item.

4.2.2. a schedule ofthe service and supply contracts, to be let during the
forthcoming year which require payment in foreign currency
exceeding the equivalent of two hundred thousand U.S. Dollars
(USD200,000.00) per contract, showing the anticipated tender
date and approximate value and the goods or services to bc
provided;

4.2.3. the audit report required by sub-clause I.4.5. of this accounting
procedure, stating whether in the opinion of the auditors of the
contract-

4.2.3-1. the last annual expenditure report and records reflects a true
and lhir view of the actual expenditure of the contractor in

accordance with the provisions of thc contract;

4.2.3.2. the reports on petroleum revenue subtnitted truly and fbirly
determine the arm's lenglh value of disposals of Petroleum
during the year.

4.3. The operator shall submit quarterly within thirty (30) days of each
quarter to the Cabinet Secretary:

4.3.1. a report of expenditure and receipts under the contract analyzed
by budgct item showing

4.3.1.1. actual expenditure and receipts forthe quarter in question;

4.3.1.2. actual cumulative Petroleum cost to date;

4.3.1.3. latest forecast cumulative cost at the year end;

4-3.1.4. variations between budget costs and actual costs and

explanations thereof; and

4.3.1.5. with cffect fronr adoption of the developrnent plan, the total
payroll costs segregated between Kenyan and non-Kenyan
personnel and the total expenditure scgregated between

Kenyan and non-Kenyan goods and services;
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4.3.2. a cost recovery statelnent containing the following information'
disclosing costs incurred and recovered as attributed to either
exploration, development, production or decommissioning
activities-

4.3.2.1 . recoverable petroleum costs carried forward from the previous
quarter, if anYl

recoverable petroleum costs incurred and paid during the
quarterl

total recoverable petroleum costs for the quarter ((4.3.2. l) plus
(4.3.2.2) above);

quantity and value of cost Petroleum taken and separately
disposed of by the contractor for the quarter;

volume and value of Petroleum recovered for the quarter;

amount of recoverable petroleum costs to be carried forward
into the next quarter, ifany; and

value of Covernment's share of production taken by the

contractor pursuant to clause 38 ofthe contract.

A copy of each contract for goods or services valued in excess of
Five Hundred Thousand U.S. Dollars (USD 500,000.00)shall be

provided to the Cabinet Secretary as soon as practicable after its
execution, together with a contracl summary containing-

a description ofthe goods or services to be provided;

the approximate consideration for the contract;

the names of proposed bidders, contractors or suppliers; and

a brief description of the efforts made to find a Kenyan supplier
or contractor including the names of businesses considered and

the reasons for rejecting them.

After the comnlencement of production the operator shall, within
fifteen ( I 5) days alter the end of each month, submit a production
report to the Cabinet Secretary showing for each development
area (he quantity ol pelroleum

held in stocks at the beginning ofthe month;

produced during the month;

lifted and by whom during the rnonth;

lost and consumed in upstream petroleum operations during the
month; and
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held in stocks at the end ofthe month.

A lifting party shall submit, within fifieen (15) days after the end

ofeach month, a report to the Cabinet Secretary stating-

the quantities and sales value of ann's length petroleum sales

made in that month;

the quanti(ies, sales value and arm's length value ofdisposals of
petroleum other than by sale at arm's length during the month;
and

the total petroleum revenue for that month.

The Contractor shall deliver to the Cabinet Secretary monthly
statements showing calculations ofthe value ofPetroleum produced

and sold from the Contract Area, and each Development Area,
which statements shall include, inler alia, the following information:

Quantities of crude oil and/or natural gas sold by the contmctor
during the preceding month constituting ann's length sales together
with conesponding sale prices;

Quantities of crude oil and/or natural gas sold by the contractor
during the preceding tnonth that did not constitute arm's lcngth sales

together with corresponding sale prices;

4.6.1.

4.6.2.

4.6.3

4.7.

4.7.1

1.7.2
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PARTICIPAT'ION AGREEMENT

This Participation Agreement, made and entered . into on this

. . - . . . . . . . . . . . . . : . day of ........ .. ........, 20" " ""': "', b-y and between

it 
" 

Cor"tnrn"nt of the Republic of Kenya (hereinafter relerred to as the
;;b-ou".nrn"nt") represented for the purpose of this .agre^ement 

by the

CuUin"t S""r6tury for the tirne being responsible lor petroleum

(hereinafter rcferred to as the "Cabinet Secretary") and

incorporated under the laws oi' KenYa and having
...Kenya (hereinafterestablished a place of business at, ..." '

referred to as the "Contractor").

WHEREAS the Government and the contractor have entered into a

production sharing contract (rcferred .to as the "Contract" which

;;;;;rri"" includei its su""esrois and assigns), to which this Appendix is

attached;

WHEREAS the Government may decide to exercise its option under

clause 4l ofthe Contract; and

WHERE,AS the Parties wish to set forth the terms and conditions under

*tll"t ttte Government has agreed to participate in the upstream

petroleum operations in each case such option is exercised;

NOW, THEREFORE, the Parties agree as follows-

1. Interpretation

1.1. ln this Participation Agreement, words in the singular include the

flural and vile versai and except where the context otherwise

requires-

"AFE" means an authorization for expenditure;

"Government" includes an appointee as defined in the Contract;

"ioint account" means the accounts maintained by the operator -to
,".ori uii ttuniu.iions related to operations in the participation area under

this Participation Agreement;

'loint property" means all propgrty acquired. and held for use in

"onn"-"tion 
with opLrations under this Participation Agreement;

"non-operator" means a party other than the operatorl

"operating committee" means the committee established by clause 4

hereof;

"operator" means the party designated to^conduct the upstream

petrolerim operations, pursuant to clausi 3 hereof and its successors and

assignees;
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"participating interest" means the respective undivided interest of
each of the parties as it may exist at any given tirre in the participation
area and under this Participation Agreement;

"participation area" means a development area in which the
Covernment elects to participale under the Contract;

"participation dates" means the effective date of participation by the
Government as defined in sub-clause4l(2) ofthe Contract;

"participation work programme" means a programme of the
upstream petroleum operations under this Participation Agreement;

"parties" means, collectively, the Government and the entities
constituting the contractor, thcir respective successors or assignees;

"party" means anyone of the parties;

"year" means calendar ycar.

1.2. Words not defincd in this Participation Agrcement but which are
defined in the Contract have the meanings given to them in the
Contract.

1.3. In the event of any conflict between the Contract and this
Participation Agrecment, the Contract shall prevail and this
Participation Agreement shall be deemed amended accordingly.

2, Participation Intercsts and Commencemcnt

Z.l . When and if the Government elects, pursuant to clause 4l of the
contract, to parlicipate in upstrearn petroleum operations in a
participation area, each entity constituting the contractor shall
assign proportionately to the Govemment a part of its interest in
the development area so that the rights, interesl and obligations of
the contractor and the Government in such area shall be owned
and borne as of thc parlicipation date in undivided interests as

fbllows-
Government:.... per ccnt (............%)
or such lesscr amount as may be elected in accordance
with clause 4l ofthe Contract; and

Contractor:
or such greater amount as

Government's election.

ln the event a parry shall transfer in whole or in part its
participating interest pursuant to clause 47 ol the Contract and
clause 9 of this Participation Agreement, the participating interesl
ofthe parties therein shall be revised accordingly.
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3.3.
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Operator and duties of thc Operator

The operator shall be the party acting as operator on the
participation date and the operator shall have the rights and
obligations of a non-operator in respect of its participating
interest.

The operator shall serve as operator until it resigns or is removed
pursuant to the provisions ofthis clause, or until it ceases to hold a
participating interest hereunder. In the event that an operator
assigns the whole of its participating interest hereunder to one of
its affiliates, such afllliate shall become operator hereunder in the
former's place.

Upon the affirmative votc of all the non-operators, the operator
shall be removed as operator in case ofany one ofthe following-
bankruptcy ofthe operator or its parent company;

assignment for the benefit of the opcrator's creditors;

appointment ofa receiver or manager with respect to the whole or
any part ofthe property or assets ofthe operator;

entitlement of any person other than an affiliate of the operator to
appoint a majority of the members of thc board of directors of the
operator by reason ofany act, delault or neglect ofthe operator;

failure without justification by thc operator to pay a sum due to or
in the name of the.ioint account for more than sixty (60) days;

the operator's material breach ol this Participation Agreement
which remains without a remcdy for more than thirty (30) days
after the operator is notified by non-operators of such breach; or

3.3.l.

3.3.2.

3.3.3.

3.3.4.

3.3.5

3.3.6.

3.3.7. reduction in the operator's participating interest to
per cent (................,...o2) or less.

J...t.

3.5

An operator may at any time resign as operator by giving to the
other parties notice in rvriting of such resignation. Such
resignation shall be effectivc one hundred and eighty (180) days
after the date of notice thereof or on the date on which a successor
operator appointed by thc parties (other than the operator) shall be
ready and able to assume the obligations ofoperator in accordance
with all the provisions of this Participation Agreement, whichever
shall first occur.

Should an operator so resign or be removed, a successor operator
shall immediately be appointed by the operating comrnittee. A
party having been removed as operator may not vote to succeed
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itselfas operator. Such appointment shall be made by a vote ofat
least two (2)of the remaining parties holding not less than the
percentage figure o1'the remaining participating interests set out in
clause 4.6. For the purpose ol'this clause 3.5, operator includes
any of its affiliates holding a particiPating interest in this
Participation Agreement.

Removal or resignalion of an opcrator shall not in any way affect
its rights or obligations as a non-operator party to this Agreelnent.
On the effective date of removal or resignation, the operator shall
deliver to the successor operator any and all funds, equipment,
materials, appurtenances, books, records, data, interpretations,
information and rights acquired by and in the custody of the

operator for the joint account of the parties (including available
petroleunr not delivered to the parties), shall, with the successor

operator, prepare an inventory ofjoint property, adjusting the joint
account accordingly, and shall co-operate as f'ar as possible in

effecting a smooth transfor of operating responsibilities.

An operator tha( is removed under Article 3.3.7 hereof rnay
charge to the joint account all reasonable and necessary
expenditure incurrcd in dcmobilizing and repatriating personnel

and equipment.

The operator shall have control of the upstream petroleunt
operations in the participation area and shall have exclusive
custody of all materials, cquipment and other property acquircd
thereol and shall perform the duties under this Participation
Agreement diligently and in accordance with best petroleum
industry practice, and sound and accepted engineering.
management and accounting principles. The operator shall not be

liable to any non-operalor for any acts or omissions, claims,
damages, losses or expcnses, in conncction with or arising out of
this Participation Agrcenlent or the contract or upstream
petroleum operations save thosc caused by gross negligcnce or
willful misconduct of the opcrator.

The operator shall-
consult with non-opcrators and advise them of all matters arising
lrom the upstream petroleum operations;

comply with the decisions of lhe opcrating committee;

keep the participating intercsts and all property acquired or used

free from liens, except for thosc authorized by clause 6 hereofl
and

3.9.

3.9.1.

3.9.2.

3.9.3.
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3.9.4. pay the costs of the upstream petroleum operations under this
Participation Agreement promptly and make proper charges to
non-operators.

3.10. The operator shall submit a copy ofan AFE to the non-operators
for each budget item of capital expenditure in the approved
participation work programme and budget that costs more than
U.S. dollars...... (U.S.D............... ..).

Where it is necessary to complete an expenditure in a budget item in the

approved participation work progmmme, the operator may exceed the
budget for the budget item by the lesser of ten per cent (10%) thereof or
LJ.S. dollars.... (U.S.D...............) and shall report
promptly such excess expenditure to the non-operators.

The operator may spend not nlore than U.S. dollars...... ........
(U.S.D..............)on upstream petroleum operations in the participation
area not included in an approved participation work programme, provided

that such expenditure shall not be for items previously rejected by the

operating committee. The operator shall report promptly that expcnditure
to the non-operators and, if it is approved in accordance with clause 4(6),
the operator may make further expenditure thereon.

r on other items not exceeding U.S. dollars.... ...... . .. ' .. (U.S.D...........)in
that year.

The limits in this subsection may bc changed l'rom time to time by thc
operating committee.

ln the case of emergency, the operator may make such itnmcdiate
expenditure and take such imrnediate action as may seem necessary for
the protection of life or property or the prevention of pollution and such

emergency expenditure shall be reported promptly to the parties by lhe
operator.

3.1l. A non-operator may inspect the participation area, the upstream
petroleum operations, and the books, records and other
information of the operator pertaining thereto.

The operator shall supply to a non-operator by tclephone, telefax email,
registered post or courier, daily reports on drilling, and such other reports

in writing normally provided by an operator to a non-operator in the

international petroleum industry, including but not limited to reports on

well tests and core analysis, and copies of drilling logs, well surveys and

velocity surveys. The operator shall furnish any other information
reasonably requested by non-operator, if such information is readily
availahle. 
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3.12. Thc operator shall obtain and mainlain all insurance required by
larv and such other insurance as the operating committee may
fronr time to time determine, provided that, in respect of such
other insurance, any party may elect not to participate provided
such party gives notice 10 that effect to thc operator. Thc cost of
insurance in which all the parties are participating shall bc for the
joint account and the cost of insurance in which less lhan all the
parties are participating shall be charges to such parties

individualty. The operator shall, in respect ofany insurance-

3.12.1. prornptly inform the parties participating therein when it is taken
out and supply thern with copies ofthe relevant policies when the
sanrc are issued;

3.12.2. arrange for the parties participating therein, according to their
respective participating interests, to be named as co-insured's on
the relevant policics with waivers of subrogation in favour of the
parties; and

3.12.3. duly file all claims and take all necessary and proper steps to
collect any proceeds and, if all the parties are participating therein,
credil them to the joint account or, if less than all the parties are
participating thercin, credit them to the participating parties.

Subject as stipulated above, any ofthe parties may obtain such insurancc
as it deems advisable for its own account at its own expensc providing
such insurance is acceptable under the applicable law.

If thc operator is unable to obtain such other insurance required by the
operaling committee, it shall so advise the parties and thereafter, it shall
be discharged of its obligation to obtain such insurance.

The operator shall take all reasonable steps to ensure that all contractors
(including sub-contractors) perforrning work in respect of the upstteam
petroleum operations and the joint property obtain and maintain all
insurance required by the law and obtain from their insurers a waiver of
subrogation in favour ofthc parties.

3.13. The operator may prosecute, dcfend and settle claims and
litigations arising out of thc upstream petroleum operations and
rlay comprornise or settle such claitns or litigations wlrich involve
an amount not exceeding the equivalent of one hundred thousand
[-].S. dollars (US $100,000.00) without the approval of thc
operating commitlee. Any clairn or litigation involving an amount
in excess of the equivalent of one hundrcd thousand U.S. dollars
(U.S. S100,000.00) shall be reportcd promptly to the non-
operators and a non-operator shall have the right to be represented
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by its own counsel at its expense in the compromise, settlement or
defense ofsuch claims or litigation.

3.14. The operalor shall fulfill the reporting obligations of the
Contractor unless otherwisc stipulated in this Participation
Agreement and the Contract.

4. Operating Committee and Work Programmes

4.1. The parties shall establish an operating committee to supervise
and control the upstream petroleum operations. The operating
comurittee shallconsist ofone representative appointed by each of
the parties provided always that tnore than one of the parties may

appoint thc same represenlative who shall represent them

scparately.

4.1.1. Each party shall, as soon as possible after the date of this
Participation Agreement, give notice to all the other parties ofthe
narne of its representative and of an alternate on the operating
committee. Such representative may be replaced, from to tirne, by
like notice. Representativcs may bring to mcetings of thc
operating committee such advisers as thcy consider necessary.

The representative of a party or, in the absence of the
rcpresentative, his alternate, shall be deemed authorized to
represent and bind such party with respect to any matter which is

within the powers of the operating committee. The representative
of the party which is the operator shall be the chairnran of the

operating committee and shall report the proceedings.

4.2. Except as otherwise provided in this Participation Agreenlent, the
powers and duties ofthe operating committee shall include-

4.2.1. the consideration and detenrination of all matters relating to
general policies, procedures and methods of operation hereunder;

4.2.2. lhe approval ofany public announcement or statement regarding
this Participation Agreement or the upstream petroleum

operationsi

4.2.3. lhe consideration, revision and approval or disapproval, of all
proposed participation work programmes, budgets arrd AFE's
prepared and submitted to it pursuant to the provisions of this
Participation Agreement;

4.2.4. the determination of the timing and location of all wells drilled
under this Participation Agreement and any change in (he use or
status of a well;
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4.3.

4.4.

4.5.

4.6.
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the deterrnination of whether thc operator will represent the
parties regarding any nratters or dealings with the Cabinet
Secretary, any other governmental authorities or third parties in so
far as thc same relate to the upstream petroleum operations,
provided that there is reserved to each party the unfettered right to
deal with the Cabinet Sccretary or any other governmental
authorities in respect ol matters relating 1o its own participating
interest; and

the consideration and, if so required, the detennination of any
other matter relating to the upstream petroleum opcrations which
may be rcferred to it by the parties or any of them or which is

otherwise designated under this Participation Agreement for
relerence to it.
'l'he operator shall, when requested by a representative of any
party, call a lneeting of the operating committee. Thc operator
rnay do so at any tine to keep the parties inlormed on the
upstream pelroleum operations.

A request to call a meeting ofthe opcrating committee shall statc
the purpose of that meeting and, except in an emergency, thc
operator shall give the parties at least fifteen (15) days' written
notice with an agenda of the meeting, but wlrere a meeting is

called in an emergency, the operator shall give as much noticc
thereof as possible by telephone or email, and except with the
consent of all the parties, the business of a meeting shall be only
that for which it was called.

The operator rnay, instead of calling a meeting, sublnit matters to
the parties by written notice, upon which each party may vote
within the period prescribed in the notice which shall not be lcss
than three (3) days or more than fiftecn (15) days from the date
notice is received. Ii'ailure ola party to vote within the above tinte
limits shall be deerrcd a negative vote.

Each party shall have a voting interest equal to its participating
interest. Unless othcrwisc provided in this Participation
Agreement, all decisions of the operating committec shall be

made by the affirmative vote ofat least two (2) partics holding not
less than
participating interests.

The operator shall, at least one hundred and twenty (120) days
before the end ofeach year, submit to the parties for approval a

participation work programme and budget, which shall contain
dctails ofthe upstream petroleum operations to be carried out in
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the next year and allocation of f'unds therefor including
administrative overheads and third party expenditurc, in
accordance with the accounting procedure attached 1o this
Participation Agreement as exhibit "A".

Unless unanimously agreed at least sixry (60) days prior to the
beginning of the year, the operator shall call a meeting of the
operating committee to discuss and approve a participation work
programme and budget for the ensuring year and such work
programme and budget shall be approved not later than thit'ty (30)
days prior to the commencement ofsuch year and thc decision of
the operating committee shall bind the parties. Upon approval of
such work programme and budget the operator is hereby
authorized and obliged to proceed with it in accordance with such

approval.

Such approved participation work prograrrtne and budget rnay be

reviewed and revised from time to time by the operating
committee. Any party may in rvriting request a review of an

approved participation work programme or budget, or of a projcct
within a programme, il' that project costs more than

U.S. dollars (U.S.D..................), and the

request shall state the ob.iections of the party, which shall be

considered by the operating committee, who may amend the
participation work programme or budget.

5. Costs and Expenses

Except as otherwise specifically provided in the contract and this
Participation Agreement, all cost and expenses incurred by the

operator in the conduct of operations hereunder shall be bornc by
the parties in proportion to their respective participating interests

set forth in clause 2.

All costs and expenses incurred by the operator in the conduct of
upstream petroleum operations hereunder shall be determined and

settled in accordancc with best internationally acccpted
accounting practice consistent with the provisions of the contract
and its accounting procedure as complemented by the provisions
of exhibit "A" to this Participation Agreement and the operator
shall keep its records of costs and expenses in accordance
therewith.

6, Payments to the Operator
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6.3.
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A non-operator shall pay its share of an expenditure relating to the
petrolcum operation, within fifteen (15) days of rcceipt of the
account of the operator.

'Ihe opcrator may, upon twenty (20) days' written notice, request
a non-operator to advance a share of the estimated expenditure for
the following month, stipulating thc due date of payment,
provided however that such due date of payment shall not be

belore the first banking day of that month and the operator shall
include with such notice an estimate of the cash calls for the next
ninety (90) days, Operator's estimate of expenditure shall not
exceed the approved ycar's budget. The operator may, at any time
upon filieen (15) days' written notice, request additional advances
to covcr un loresccn expenditure.

Cash requirements shall be specified by the operator in the
currencies required for the upstream petroleum operations and the
non-opcrators shall advance their shares in the currencies so

specified.

If any non-operator's advances for a given month exceed its share
of cash disbursements for the same rnonth, the next succeeding
cash advance, afler such detertnination, shalI be reduced
accordingly. However, non-operator(s) may request that excess

advances be refunded. The operator shall make such refund within
fifteen ( l5) days after date of such notice.

Where a party is in dcfault of payrnent, the operator and the non-
defaulting parties shall have, as security for amounts due
hereunder frorn a defaulting non-operator, a lien on the
parlicipating interest share, the intercst in material and equipment
acquired for the upstreant petroleum operations and upon the
proceeds from the sale of petroleuln, of that non-operator, and a

non-operator shall have for amounts due hereunder, a similar lien
on the sarne interests and property ofthe operator.

A licn nray be exercised by a non-defaulting party by collecting
the amount due from a purchaser of Petroleum and the statement
ofthe operator ofthc amount due shall be proofthereoL

A late payment shall attract at LIBOR plus three per cent (3%) or
. . . . . . . . . . . . . . . . . . per cent (. . . . . . . . . . . . . . .. . .o/o), whichever is the
greater, compounded rnonthly and calculated from the due date of
payment. A payment not received within seventy-two (72) hours
ofthe due date shall accrue interest from the due date and the non-
paying party shall be dcemed to be in default from the duc date of
the payment.

182

6.7.



f !:!u!!!:!.1g4oro,i*, Develoltme nt and Production) Bil l, 20 I 5

6.8. A party which remains in default for five (5) days shall have no

rigirt to vote at any operating committee meeting held during the

p"iiod of the default but shall be bound by all decisions of the

bperating commiftee made during such period, and the defaulting
pirty's plrticipating interest shall be deemed to be vested pro rata

in the 
-non-dlfaultlng 

parties for voting purposes during the

continuation of the default.

6.9. Where a party fails to pay an amount required to be paid

hereunder, and rcmains in default for ninety (90) days' the

participating interest share of the defaulting party may be dcclared

i'orfeit'by tfie non-defaulting parties, unless the amount due is an

advance and the defaulting party provides an irrevocable letter of
credit or other security, acceptable to the operator, for the amount

due.

6.10. When the participating interest share of a defaulting party is

declared forfeitea, the operator shall give notice thereof to all the

parties, and that share siall vest ratably, unless otherwise agreed,

in the non-defaulting parties without payment of conrpensation

and the defaulting party shall at its sole expense take all steps

necessary to vest ihat share accordingly' and the defaulting party

hereby appoints the operator to act as its advocate to execute any

and 
- 
ali 

" 
documents required to efl'ect such transfer'

Notwithstanding the transfer of a defaulting party's participating

interest share in accordance with the foregoing, the defaulting
party shall remain liable lbr its proportionatc share of thc

iommitments incurred before its rights lapsed'

6.1 l. Where a party is in default of payment, the rcmaining parties shall

advance ihe'operator on demand a share of that payment, in

proportion to the participating interests of those pafties' Any
payments received irom a defaulting party shall-be credited to the

aciounts of the non-detbulting partics who advanced funds on

behall of the defaulting PartY.

7. Materials and EquiPment

7.1. All materials and equipment acquircd by the operator for upstream

petroleum operations hereunder shall be owned by the parties in

undivided shares in the proportion of their respective participating

interests.

7.2. Except as may be otherwise approved by thc operating committce,

the operator shall purchasc for the.loint account of the parties only
such materials and equipment as are reasonably required in the

conduct of operation provided for in approved participation work
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7.3

7.1

8.r

6. L.

progratrmes or revisions thereof, the operator shall not stockpile
matarials or equipment for future use without the approval ol the

operating committec.

Jointly acquired materials or cquiprnent declared by the operator
Io be surplus shall be disposed of in such manner as the operating
conrnrittec may dircct; or, if the book value thereof does not

cxceed .................. l.J.S. dollars (U.S.D..................), the

operator shall dispose of samc in such manner as the operator
shall deem appropriate; provided, however, that each Party may, if
practicable, separately take ol sell and dispose of its interest in
such rnatcrials or equipment or may by notice in writing, and

subiect to revocatiorl at will, authorize thc operator, tbr a period or
pcriods ol' not morc than one ( I) ycar each, to sell such materials
and equiprnent for the account of thc party or parties giving such

authorization. [ach party shall have the right to purchase, at the
prevailing markct price in the area, materials or equipment which
the operator has declared to be surplus and which the operator
intends to dispose ol"on the open market.

Sub.ject to thc provisions ol'clatrsel3 of the Contract, upon

termination of this Participation Agreement the operator shall

salvage lbr thc joint account all jointly-owned materials and

cquipment which can reasonably bc salvaged, to be disposed ofas
provided in clause 7.3 hercof.

8. Relationship of thc Partics and Tax Provisions

'I'he parties dcclare that it is not their intention by entering into
this l)articipation Agreetnent to crcate or be considered as a

partncrship or any otlter sirnilar cntity.

Each party shall be responsible for and shall pay its own taxes to
lhe Kenyan authorilies on its operations lrereunder, subjcct to the

provisions of clause 39 of the Contract recognizing that a party
hereunder may be subject to the larvs of its place of incorporation
in addition to thc laws of Kenya.

9. Surrcndcrs and Transfcrs

Any party desiring that all olthe participation area be surrendcretl
voluntarily shall notily the other parties in writing accordingly'
specifying its rcasons therefor, and thereafter-

. cach party shall rvithin thirty (30) days after receipt ol'the noticc
inform thc other parties in likc ntanner whether it concurs in or
opposes the proposed surrender;

'l'he t'etrole n (l;Vlontlion, l)ct'elt4tnett ontl Prodrction) l)ill 20l 5

9.l.

9.t.r
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9.1.2. ifall the parties concur in the proposed surronder, the participation
area shall be surrendered as soon as possible undcr the Contract;

9.1.3. if one or more ofthe parties oppose the proposed surrender, the
party or parties desiring to surrender shall, upon request by the
opposing parties, transfer and convey without warranty of title-
free and clear of all liens, charges and encumbrances and without
right to compensation, all of its or their interest(s) in the
participation area and rnaterial lcft thereon to said opposing party
or parties, each in the proportion that its or their participating
interest(s) hereunder bears to the surr of the participating interests
of all the opposing parties, or as otherwise agreed by the opposing
parties. The transferring party or parties shall bear-

9.1 .3.1 . its or their participating interest share(s) ofcosts, expenses and
liabilities incurred hereunder rvhich are attributable to the
participation area for the period prior to the effcctive datc of
such transfer of interest;

9.1.3.2. its or their parlicipating interest share(s) of all costs and
expenses incurred by the operator after such date under any
contracts entered into by the operator in execution of a
participation work programme theretofore approved by the
operating committee; and

9.1.3.3. i1s or their participating interest share(s) of any accrued
obligations under the contract which are not included in
(9.1 .3.1) or (9.1 .3.2) above, bul shall therealier have no f'urther
rights or other obligations in connection therewith; and

9.1.4. a transfler under clauseg.l .3 above shall be effective as among the
partics thirty (30) days after the opposing parties' receipt of the
transferring party's first mentioned notice proposing surrender.
Thereafter until such transfer has received whatever approvals
may be necessary under the provisions of the Contract or
applicable law, the translering party or parties shall hold at most
legal, but not equitable, title to the interest(s) transf'erred for the
benefit of the opposing party or parties. The transferring party or
parties receiving the interest(s) transferred shall executc and
deliver such documents and do such other acts as may be
necessary to give legal elflect to such transfer, to obtain all
approvals thereof as may be required from the Cabinet Secretary,
and otherwise to effbctuate the purposes of this clause;

9.1 .5. notwithstanding the loregoing, il the operating commil.tee
clctcrnrincs that . per cent (. .... . .Yo) or
more of the estimated, discovered and recoverable reserves under
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9.2

9.1

9.3.1

9.3.2

9.3.3

9.3.4.

9.3.5

9.4.

the participation area Ilave been produ"rd, n^o. party shall be

allowcd to surrender or required transfer of interest in this

Participation Agrecnlent and the Contract without the unaninlous

conscnt ol'all Parties.

No translcr of any intercst uniler this Participation Agree.ment and

the Contract shali be rnade by any party olhcrwise than in rcspect

of an undivided interest in all or part of its participating interest in

this Participation Agreclnent and the Contract, and ln accordance

with the follou'ing provisions of this clause 9'

lfany party receivcs a bona fide offer for the purchasc ofall or a

nortiLri oi an ofl'crec patty's parlicipating interest in this

i'articipation Agrecntent and thc participation arca which tltc
offeree party is willing to accept, thc. ofltree party shall give

notice thereof in writing to the other parties-

such notice shall set fbth the identity of the olfer or, the tenns

and conditions (inclutJing Inonetary and other considerations)

olfcrcd in good faith, and all other relevant particulars;

Ibr a period ol thirty (30) days next following thc reccipt of such

notice, the othcr parties shall have an option to p,ttrchase thc entire

intereit proposed to be sold on the same terms oflered by the offer

or, as set forth in the respective offer;

if more than one ofthe parties should exercise its right to purchase

said intercst, each shali have the right to acquirc such interest in

thc oronortion that the participating intercst hcreunder ol'sttch

oa.tv bcars to thc sunl ol- the participating intcrests ol all thc

parties cxercising such right cxcept as thcy nlay otherwisc agrec:

if within such a period of thirty (30) days, none of thc other

narlies shall exercisc its rights to purchase said interest' the sale to

laid oflcr or may bc made under the terlns and conditions set forth

in the notice given; provideri that the sale shall be consurnmated

*ithin six (6frnonths from the date of such notice and that the

sale and any iransfcr shall bc in accordance with the Contract alld

applicable laws;

for the purposes ol'this paragraph, an offcr to.purchase shall also

include an icccptancc ol'an entity's offbr to sell'

The linritations of'clause 9.1 shall not apply to a transfcr of a

Danicipating intercst by a party to an affiliate of such party or by

ih" Cou"rnil"nt to an;ppointee, or from an appointce to another

appointee, nor shall thcy apply to a transler of a participating

iiterest cffocted as a result of nlcrgcr, consolidation, re-
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organization or sale of capital stock ol the parent company oI a
party.

Every transfer of a participating interest in the participation area
shall be made expressly subject to this Participation Agreement
and shall include a corresponding interest in jointly acquired
equipment and facilities. No transfer ofan interest hereunder shall
be elfective unless made by an instrument in writing duly
executed by the parties thereto in accordance with applicable law,
and until the sarne has received all consents required under this
Participation Agreement and the Contract. A transfer shall plovide
that the transferor remains liable for obligations incurred before
the date o1'transfer and such obligations shall in addition bccome
the obligations ol the transferee. Where, after the transfer, thc
transferee or transferof owns a participating interest of less than
five per cent (57o), they shall be.lointly represented.

A transfer other than to an affiliate of an appointee shall be of
sufficient financial standing to meet its participating interest share
of its obligations under the Contract and this Participation
Agreement. [n the event ofa transfer ofa participating interest to
an affiliate of a party the transferor party shall remain responsible
for the full performance by the affiliate ol' the obligations
undertaken by the said party under this Participation Agreement
and the Contract, and ifsuch affiliate ceases to be an affiliate, the
participating interest shall be transferred back to the party.

In this Afticle, transfer means a transfer, assignment, sale or other
disposal ofthe interest ola party.

10. Disposal of Production

Each party shall separately own, take in kind and dispose of its
participating interest share of that portion of the petroleum
produced and savcd from the participation area to which the
contractor is entitled under clause 38 ofthe Contract.

Within six (6) rnonths fbllowing the signing of this Participation
Agreement, the parties shall, in accordance with the provisions of
the Contract and in light of the gathering and transportation
facilities available under the adopted developrnent plan, in good
faith establish a set of rules governing the scheduling, lifting and
other necessary provisions fol the crude oil off takcs of the
parties, consistent with best petroleum industry practice, which
shall provide, among other things, such detailed terms and
procedures as required for-

l0.l

t0.2
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10.2. I . shortterm production forecasts;

10.2.2. nominations and calculation of entitlernents;

I 0.2.3. scheduling of deliveries;

I 0.2.4. lift ing tolerances;

10.2.5. underlift, overlift and make-up provisions;

10.2.6. passage of title and risk;

10.2.7. penalties assessable to the parties which cause shut-in
or leductions of Production; and

10.2.8. other related matters.

Whatever is rrutually agreed by the parties shall be deemed to form part

of this Participation Agreement. The above tenns and procedures shall

apply separately to each grade of crude oil that is segregated and

separately stored for offtake.

10.3. The contractor, if so directed by the Cabinet Secretary, shall be

obligated to lift and market paft or all ofthe Covernmcnt's share

oi profit crude oil and/or profit natural gas. When the Cabinet
Secretary elects not to take and receive in kind any part of the

Governlnent's share of profit crude oil and/or profit natural gas,

the Cabinet Secretary shall notify the contractor ninety (90) days

belore the commencement of each half year, specifying the
quantity of production and such notice shall be effective for the
ensuing half year. Any sale by the contractor of the
Governtnent's shate of profit crude oil and/or profit natural gas

shall not be for a term of more than one (l) year without the
Cabinet Secretary's consent.

10.4. In the event of production of associated natural gas or oi any
discovery of natural gas, the parties shall agree upon appropriate
procedures for disposal of any natural gas available under this
Participation Agreement and the Contract.

11. Solc Risk Operations

ll.l. Any parly may undertake upstream petroleuln operations at sole
risk (hereinafter referred to as "sole risk project") in a

participation area, subject to the provisions of this Article.

I 1.2. The following types of sole risk project may be proposed-

I 1.2.l. the drilling of a well or the deepening, side-tracking, completing,
plugging back, testing or teworking of an existing well drilled for
the joint account of the parties, in order to test a fornlation in
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which no jointly-owned well has been completed as a well
producing or capable of producing petrolcum;

I 1.2.2. lhe installation of production and transportation facilities.

I 1.3. The conduct of a project in a development area may not be the
subject ofa sole risk notice under this clause until after it has been
proposed in complete form to the operating committee for
consideration pursuant to clause 4 hereof and has not been
approved within the period thercin provided. In the event that such
project fails to obtain the requisite approval of the operating
committee, then any party may serve notice on the other parties of
its intention to carry out that project at sole risk. The other parties
may give counter-notice that they wish to participate in the pro.iect
within sixty (60) days after receipt thereofbut, where a drilling rig
is on the location and has not been rcleased, the period is reduced
to seventy-two (72) hours aftcr receipt thereof. 'fhe periods set
lorth in this sub-section shall be extended for any period of time
mutually agreed by the parties as necessary or desirable tbr
acquiring or developing additional information on the sole risk
project.

11.4. If all the other parties elect to participate in thc pro.iect identified
in the proposing party's notice within thc period thereof providcd,
such projecl is considered as being approved by the operating
committee and the provisions of clause4.8 of this Parlicipation
Agreement shall apply.

I 1.5. In the event that less than all the parlies elect to participate in the
project, the parties which clected to participate (hereinafter
referred to as "sole risk parties") shall be cntitled to have the sole
risk project carried out. The in(erest ofeach sole risk party in a
sole risk project shall be in proportion to its participating interest
in this Participation Agrecment. or in such other proportion as the
sole risk parties may agree. Any sole risk project shall be carried
out at the sole risk, cost and expense of the sole risk parties in the
proportion of their rcspective interests.

I1.6. A solc risk project shall be carricd out by the operator on behalfof
the sole risk parties under thc provisions of this participation
agreement. No sole risk projcct rnay be comrnenced alter one
hundred and eighty (180) days following the expiration ol'the
notice period prescribed in sub-clausel 1.3, but the operator shall
commence work as promptly as reasonably possiblc if the notice
period of seventy-two (72) hours, set forth in sub-clause I 1.3,
applies. The operator shall complete the sole risk project with due
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11.7.

It.7.l

diligence provided that it does not jeopardize, hinder or
unreasonably interfere with upstream petroleum operations carried

out under the Contract and adopted by the operating committee
pursuant to clausc 4 of this Participation Agreement. l'he sole risk
parties may use lor thc sole risk project any production, handling,
processing and/or transporting facilities which are joint property,

subject to a determination by the operating committee as to usage

feei, availabil ity of capacity and production cornpatibi lity.

In connection with any sole risk project-

the sole risk project will be carried out under the overall
supervision and control of the sole risk parties in lieu of the

opcrating committeel

ll.7.2.the computation of costs and expenses of the sole risk project

incurred by the sole risk parties shall be made in accordance with
the principles set out in exhibit "A" attached hereto;

I1.7.3. the opcrator carrying out lhe sole risk project shall maintain
separate books, records and accounts (including bank accounts)

foi the sole risk project which shall be subject to the same right of
examination and audit by the sole risk parties;

I1.7.4. the costs and expenses of thc sole risk project shall not be

reflected in the statetnents and billings rendered by the operator
for upstream petroleum operations under the Participation
Agreement; and

I 1.7.5. if the operator is carrying out a sole risk projecl on behalf of the

sole risk parties, the operator shall be entitled to request the sole

risk parties in connection with the sole risk project to advance

their share of the estimated expenditure and shall not use joint
account funds or be required to use its own funds lor the purpose

of paying the costs and expenses of the sole risk project;

furthermore the operator shall not be obliged to colrlncnce or,

having commenced, to continue the sole risk project unless and

until relevant advances have been received fi'om the sole risk
parties.

11.8. The sole risk parties shall indernni[y and hold harmless the other
parties against all actions, claims, demands and proceedings

whatsoevir brought by any third party arising out or in connection
with thc sole risk project and shall furthcr indemnify the other
parties against all damages, costs, losses and expenses whatsoever

directly or indirectly caused to or incurrcd by them as a result of

'l'he Petrole0 (Lrplorotion, Dewlopnrcnl and Pt'oduction) Rill' 2015
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anything done or omitted to be done in the course of carrying out
such sole risk project.

I I .9. Subject to the provisions of sub-clause I I . l0 below, the sole risk
project, including data and infomation, is wholly owned by the
sole risk parties in accordance with the provisions of the Contract,
but the sole risk parties shall keep the other parties informed about
the project. In the event that such project results in an increase of
production ofpetroleum from the participation area, the portion of
such increase which is available to the contractor under the
Contract shall be owned solely by the sole risk parties. Each of
them shall have the right and obligation to take in kind, and

separately dispose of its proportional share of supplementary
petroleum production.

Il.l0. Any party or parties which are not participating in the sole risk
project rnay, by giving thirty (30) days' notice to the sole risk
parties, become participants in such project, at any time after the
sole risk parties have recovered from the supplementary
petroleum production the following sums of money to which they
are entitled on the project

In the case ofa project under clause ll.2.lhereof,..................percent
( %) ol the sole risk cost of such project, plus one hundred per cent
(100%) ofthe cost ofoperating such well incured by the sole risk parties:

In the case ofa project under clause I 1.2.2 hereof, .............. ....per cent
( o/o) of the sole risk cost of such project, plus one hundred percent
(100%) ofthe cost ofoperating such facilities.

The value of the supplementary production to which a sole risk parry is
entitled shall be the market value in sales at arm's lcngth, deterrnined in

accordance with clause 35 of the Contract.

From and after the election ofany party or parties to become participants
in such project, all relevant wells, facilities, equipment and other property
appurtenant thereto shall be owned jointly by the participating pa(ies and

each of the participating parties shall be entitled to receive its
proportional share ofthe supplementary petroleum production.

12. Confidentiality

12. I . All information related to thc upstream petroleum operations shall
be contldential and shall not bc disclosed to a person other than a
party exccpt to-

l2.l.l. an affiliate;
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12.1.2. the Government and other public authorities to the extent

necessary for the purpose of any applicable law;

12.1.3. a stock exchange to which a party is obliged to rnake disclosure;

12.1.4. contractors, consullants, legal counsels or arbitrators of a party'

where disclosure is essential;

12.1.5. a bona fide prospective purchaser of an interest of a party in the

Contract, but that puichascr shall undertake to treat that

information as confi dential;

l2.l .6. a lender, where disclosure is essential; or

12.1.7 . a person to wholn disclosure has been agreed by the parties'

12.2. A party making a disclosure to a person- described in clause l2 l 5

o,r'12.i.6 shaligive ten (10) days' written notice thereof to the

other Parties.

12.3. The parties shall consult with each other prior to the release ofany
public staternent or press release, and, except to the extent

i"qui."a Uy law, rule or regulation of any governmental authority

or'stock exchange, no party shall make any public statement or

oi"i, ,"1.u.. wilhout the approvat of all the other parties, which

ihall not be unreasonably wlthheld 'I'he operator shall utilize its

best efforts to co-ordinaie all such public statements to the end

that all parties may effect simultaneous press releases'

12.4. The obligations of the parlies under this clause l2 are continuing

obligatio-ns and any paity ceasing to be a party to this Agreement

shali remain bound'by'this clause until this Agreement is no

longer in force between any remaining parties and the Contract

has expired.

13. LiabilitY

13.1. The parties shall be severally liablc.in accordancc with their

respettive participating intercsts to third parties'

13.2. Where the Coverntnent has nominated an appointee, as defined in

the Contract, and the appointee defaults the Government shall be

liable.

13.3. lf, because of the operation of the joint and.several liability
piovisions contained in the Contract' anyone of the parties hcreto

lhall be requircd to pay in lull to the Govemment or any other

purty, uny sum wtriih, if the liability were several' would be

i"l,iir"a i.pa.ut"ly from each of the partie^s or from one other

party only,'then t[re party(ies) shall notify forthwith and request
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immediate payment of the party(ies) propottionate share

according to iti participating interest. lf within ten (10) days from

receipt Jf said'notice, the other parly(ies) shall .fail to make

payment as provided above such party(ies) shall be in.default and

ihi provisions of clause 6 above shall apply, this being without
pre.ludice to any other legal remedies available to the non-

beiaulting party(ies) against the defaulting party(ies)'

14. Governing Law

14.1. This Participation Agreement shall be governed by and be

construed in accordance with the laws of Kenya'

15. Arbitration

15.1. A dispute under this Pafticipation Agreement shall be referred to

arbitrition in accordance with clause 53 ofthe Contract'

16. Force Majeure

16.1. In this clause 16, force majeure means an occurrence beyond the,

reasonable control of any bf the parties which prevents any of
them from performing their obligations under this Participation

Agreement.

16.2. Where a party is prevented from performing an obligation under

this Partiiipalion Agreement by force majeure, that party shall

give written notice to the other parties, and the obligation of the

iffected party shall be suspended for the period of the force

maj eure.

16.3. The affected party shall promptly notify the other parties when the

period of force majeure tenninates.

16.4. No party may claim forcc majeure as a reason -for 
the f'ailure to

timely pay any monies pursuant to this Participation Agreement'

16.5. Where any Party disputes the existence of force majeure, 
-that

dispute miy be ieferrid to arbitration as provided in clause53 of
the Contract.

17. Notices

17.1. All notice and othcr communication under this Participation

Agrcement shall be in wliting and shall be deliv-ered.by hand, sent

biregistered post, certified post or fax to the following address of
the other:

To the Government

Ministry ol EnergY and Petroleurn,
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FAO Hon Cabinet Secretary

Kenyatta Avenue

I'.O. Box 30582-00100,

Nairobi. Kenya.

Fax: +254-20-240910

Email: cs@cncrgy rn in. go.ke

To thc Contraclor:

17.2. A notice shall be effective on receipt.

17.3. Any notice, if sent by facsimile, shall be deemed received by the
party to whom it was addressed on the first business day after the
day upon which the facsimile was received. Any notice, if by
personal delivery to any party, shall be deemed to be received by
the addressee on the date ofdclivery, ifthat date is a business day,
or otherwise, on the ncxt business day following. In the event that
a notice sent by facsimile includes a request for confirmation ol
the receipt thereof, such a confirmation shall be sent no later than
one ( I ) business day after receipt of the notice. The contractor may
at any time and frorn tinre to time change its authorized
representative or its address herein on giving the Covemment ten
( l0) days notice in writing to such effect.

18, Term

18.1. This Participation Agreement shall come into force on the
participation date and shall remain in force until-

l8.l.l. it is terminated by the written consentofall the parties;

I 8. 1.2. all the Participating Interests are vested in one parly; or

I 8.1 .3. the expiration or termination ofthe Contract.

18.2. Before this Participation Agreement is terminated, there shall be a
final accounting and settlement ofthejoint account.

19. Final Provisions

19.t. Headings are inserted in this Participation Agreement fbr
convenience only and shall not affect the construction for
interpretation hereof.
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19.2. This Participation Agreement shall not be amended, modified or
supplemented except by an instrument in writing signed by the
parties.

19.3. Subject to the provisions hereof, this Participation Agreement
shall inure to the benefit of and be binding upon the successors

and assignees ofthe parties hereto and each ofthem respectively.

IN WITNESS WHEREOF, the parties hereto have signed this
Participation Agreement

on the day and year first above written.

EXHIBIT "A"
ACCOUNTING PROCEDURE

Attached to and made a part ofthe Participation Agreement.

TABLE OF CONTENTS

SECTION I - GENERAL PROVISIONS

l.l. lnterpretation.

1.2. Statements, billings and adjustments.

1.3. Advances and payments.

I .4. Audits.

SECTION II-CHARGEABLE COSTS, EXPENDITURE AND
CREDITS

l. Section I - Gencral Provisions

The purpose of this accounting procedure is to establish equitable

methods for determining charges and credits applicable to operations

under the Agreement.

It is the intent of the parties that no party shall lose or profit by reason of
its duties and responsibilities as either operator or as non-operator and

that no duplicate charges to the joint account for the same work shall be

made.

The parties agree that ifany procedure established herein proves unfair or
inequitable io any party, the parlies shall meet and in good faith
endeavour to agree on the changes necessary to correct that unfairness or
inequity.

1.1 Interpretation

t.l.l In this Exhibit-
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(i) "the Agreement" means the Participation Agreement of which this
Exhibit forms part;

(ii) "the Contract" mcans the production sharing contract to which the

Agreelnent is attached;

(iii) rvords and expressions defined in the Agreement, the Contract and its
appendices have the meanings therein ascribed to them.

1.1.2 ln the event of any conflict between the provisions of the

Agreemcnt and this exhibit, the provisions of the Agreernent shall
prevail.

1.1.3 By rnutual agrcement bctween the parties, this accounting
procedure attached to the Agreemcnt may be revised from time to
time by an instrumen( in writing signed by the parties.

1.2 Statements, Billings and Adjustments

1.2.1 The operator shall maintain financial accounts and records

necessary to record in reasonablc details the transactions relating to
upstream petroleum operations under the Agreement which shall be

prepared in accordance with generally accepted standards of the

lnternational Petroleum Industry. The operator shall upon request by a
party furnish a description of its accounting classifications.

1.2.2 Each pafi to the Agreement is responsible for preparing its own
accounting and tax reports and paying of its own tax obligations to
meet Kenyan requircments. The operator shall furnish the non-
operato(s) with all reports, statements, billings and accounting
documents necessary to maintain their own accounling records.

1.2.3 The operator shall bill the non-operator(s) on or before the last

day of cach month for their proportionate share of expenditure for thc
preceding month. Such billings shall be accompanied by statements of
all charges and credits to the joint account, summarized in reasonable

detail by appropriate accounting classifications indicative ol the

nature lhcreof, except that items of controllable material and unusual

charges and credits shall be detailed.

1.2.4 The operator shall, upon request by non-operator(s), furnish a

description of such accounting classifications.

1.2.5 Amounts included in the billings shall be expressed in the

currency in which the operator's records are maintained. In the
conversion of currcncies whcn accounting for advances or payments

in diflerent currencies as provided for in clause 1.3, or any other
currency transactions affecting operations undcr the Agreement, it is

the intcnt that none of the parties shall expcrience an exchange gain or
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loss at the expense of, or to the benefit of, the other parties. It is
agreed that any loss or gain to the joint account resulting lrom the
exchange ofcurrency required for operations under the Agreement or
from the translations required. shall be charged or credited to the joint
account. The operator shall f'urnish the parties with a description of
the procedure applied by the operator to accomplish said translation
or exchange of currencies and provide currency exchange data
sufficient to enable non-operator(s) to translate the billings to the
currency of the non-operator(s) accounts.

1.2.6 Payment of billings by non-operator(s) shall not prejudice the
right of any non-operator(s) to protest ol question the con.cctness
thereof; however, all bilts and statements rendcred to non-operator(s)
by the operator during any year shall conclusively be presumed to be
true and correct after twenty-fbur (24) months fbllowing the end of
any such year, unless within thc said twcnty-four (24) month period a
non-operator takes writlen exception thereto and makes claim on the
operator for adjustment. No adjustrnent favourable to the operator
shall be made unless it is rnadc within the same prcscribed period.
'l'he provisions of this sub-section shall not prevent adjushnents
resulting from a physical inventory of the joint property or liom a
third party clairn.

1.3 Advances and Payments

t.3.1 If an operator so requests, non-opcrator(s) shall advance to the
operator the non-operator(s)' share of estimated cash requirements for
the succeeding month's operation in accordance with clause 6 of the
Agreement. The operator shall make written request for the advance
to non-operator(s) at least twenty (20) days prior to the first banking
day of such succeeding month. Thc advance shall not be due and
payable before the first banking day of thc rnonth for which the
advance is requested. The request shall set out the funds in the
currencies to be expended as estimated by the operator to be required.
The non-operator(s) shall on or before the due date make
corresponding advances in the currencies requested by depositing
such funds to operator's account at a bank as may be from tirne to
time designated by the operator.

1.3.2 Should the operator be requested to pay any large sums ofntoney
for opcrations under the Agrcement, which were unfbreseen at the
time of providing the non-operator(s) with said monthly estimates of
its requirements, the operator nray make a written request to the non-
operator(s) for special advances covering the non-operatols' share ol
such payments. Non-operator(s) shall advance to operator their share
ofsuch advanccs within fifteen (15) days after date ofsuch notice.
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1.3.3 If non-operators' advances exceed their share of actual
cxpenditure, the next succeeding cash advance, after such
determination, shall bc reduced accordingly. However, non-
operator(s) may request that excess advances be refunded. I'he
operator shall makc such refund within fifteen (15) days after date of
such notice.

1.3.4 If non-opelators' advances arc less than theil share of actual
expendilure, the deficiency shall, at operator's option, be added to
subsequent cash advance requirements or be paid by non-operator's
within fifteen (15) days following operator's billing to non-
operator(s) of such deficicncy.

1.3.5 If the operator does not rcquost non-operator(s) as provided in
clause 1.3.1, to advance their share of estimated cash requiretnents,
non-operator(s) shall pay their share of actual expenditure within
Iilteen (15) days lollowing date ofopelator's billing.

1.3.6 Payments of advances or billings shall be rnade on or before the
due date; and if not so paid, thc unpaid balance shall be treated as

provided under clause 6 of the Agreernent.

1.4 Audits

1.4.1 A non-operator, upon at least thirty (30) days' advance written
notice to the operator and other non-operator(s), shall have the right at
its sole cxpenses to audit the joint account and related records for any
year or portion thereol' within the twenty-four (24) month period
following the end of such year; however, the conducting of an audit
shall not extend the tirne fbr the taking of written exceplion to and the
adjustrnent of accounts as providcd for in clause I.2.5. The operator
shall make every reasonable effort to co-operate with the non-
operators, and the non-operators shall rnake every reasonable effort to
conduct audits in a manner which shall result in minimutn
inconvenience to the operator.

1.4.2 All adjustments resulting from an audit agreed between the
operator and the non-operator conducting the audit shall be rectified
promptly in the joint account by the operator and reportcd lo the other
non-operator. Any unresolved dispute arising in connection with an
audit shall be referred to arbitration in accordance with clause 53 of
the Contract.

1.4.3 Except as otherwise provided in the Clontract, the cost ofany audit
or verification of the joint account that is for the benefit of all parties
shall be chargeable to the joint account ilthe parties mutually agree.

2 Section 2 - Chargeable Costs, Expenditure and Credits
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The Pelroleun (l,xploralion, Development Ind l)rodtttio ) Bill' 2015

The operator shall charge the joint account lbr all those costs and

expenditure necessary to conduct upstrcam petroleum operations under

the Agreement pursuant to the provisions of clauses 3.1 to 3.11 of
appendix "8" to thc contract.

The operator shall credit the joint accottnt for all the proceeds resulting
l'rom upstrearn petroleum operations under the Agreement pursuant to the

provisions ofclause3.l2 ofappendix "B" to the Contract.
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The Pelrole n (Explot'.tlion, Devel<tpment and l'roduclion) Bill, 2015

The operator shall charge the joint account for all those costs and

expenditure necessary to conduct upstream petroleum operations under

the Agreenrent pursuant to the provisions of clauses 3.1 to 3.ll of
appendix "B" to thc contract.

The operator shatl credit the joint account for all the proceeds resulting

from upstream petroleum operations under the Agreement pursuant to the

provisions ofclause3.l2 ofappendix "B" to the Contracl'
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