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Abbreviations Definition

IA Independent Administrator

NPA-STP National Petroleum Agency of Sao Tome and Principe

CBSTP Central Bank of Sao Tome and Principe

GDRSTP Government of the Democratic Republic of Sao Tome and Principe

JDA Joint Development Authority/Joint Authority

JMC Joint Ministrial Council

EITI Extractive Industries Transparency Initiative

STP EITI Committee National EITI Committee

JDZ Joint Development Zone

EEZ Exclusive Economic Zone

RPIO Record and Public Information Office

MSG Multi Stakeholder Group

PSA Production-Sharing Contract

Term Definition

Independent
Administrator

Responsible entity for conduct the EITI Report, including the reconciliation
of data reported by the operators, Government and Governmental Agencies
and the disclosure information on the oil industry in Sao Tome e Principe.

Extractive
companies

Refers to entities involved in the Independent Reconciliation for the period
2003-2013.

Government/
Governmental
Agencies

Refers to government entities involved in the Independent Reconciliation
Process for the period 2003-2013.

Independent
Reconciliation

Independent reconciliation work between payments made by extractive
companies and the amounts received by the government and/or government
agencies.

Reporting templates
Templates prepared by the Independent Administrator to report the
amounts paid/received which were sent to all parties involved.

Glossary of terms and
abbreviations



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 3 of 123

One of the fundamental criteria in the recognition process as a member of the EITI is the need to
make the reconciliation between payments reported by extractive industry companies with the
receipts declared by governmental industries, being those performed by an independent entity.

PricewaterhouseCoopers SROC, Lda was appointed by the National EITI Committee of Sao Tome and
Principe on August 22, 2014, as the Independent Reconciliation within the first EITI report covering
de period January 1, 2003 and December 31, 2013.

Our functions as Independent Administrator comprises:

 Preparation of the reconciliation process in all material payments made by extractive industry
companies, who acted in the Exclusive Economic Zone and the Joint Development Zone, to
the Government and Government Agencies in the period between January 1, 2003 and
December 31 process 2013;

 A report production, consistent with the information related to the oil industry environment
in Sao Tome and Principe evidencing the payments made by extractive industry companies to
the Government and Government Agencies and to identify the discrepancies, if any,
determined independent reconciliation. The report will also include improvement
opportunities to be implemented in subsequent proceedings;

 Document the procedures for future independent reconciliations.

The implicit advising function of the Independent Administrator does not constitute any form of
audit, and the Independent Administrator is not responsible for confirming the accuracy of the
reported values and the legal and contractual obligations of companies in extractive industries,
Government and Government Agencies. The information presented in our report is the responsibility
of the participating entities. The procedures performed by the Independent Administrator for the
collection of numeric and non-numeric data, the reconciliation of information received from various
entities, and compilation in the form of a report does not constitute an audit or review made in
accordance with International Standards on Auditing or International Standards on Review
Engagements. Accordingly we do not express any opinion on the payments/receipts disclosed. Neither
the information presented in our report nor the information reported in the reporting process will be
subject to audit procedures. PwC does not accept any responsibility for consequences arising from the
fact that other steps or actions as a result of the contents of this report are taken.

Independent Administrator
Nature and Function
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The first application of Sao Tome and Principe to EITI was accepted at the Accra Meeting on February

22, 2008. On April 15, 2010, at the 12th Meeting of the Global EITI Board held in Berlin, was

suspended the request for voluntary membership of Sao Tome and Principe. The main obstacle to the

realization of the application was related to the difficulty of implementing the initiative in the Joint

Development Zone with Nigeria since that date Sao Tome and Principe had not yet started the activity

in its Exclusive Economic Zone.

Subsequently, on May 10, 2012, Sao Tome and Principe formulates a new application to the EITI,
having been admitted as a candidate country on October 26, 2012. As a result of the membership
application, and in accordance with the EITI standard and the associated regime, the country was
forced to publish its first EITI report until October 26, 2014.

Importance and Overview of Oil Sector

The hydrocarbons in Sao Tomé and Príncipe history started when STP was still a Portuguese colony.
Ball & Colony, an Anglo-American company has celebrated a contract in order to obtain a concession
for oil exploration. However this agreement was abandoned when the country declared independency
in 1975.

During the 80/90s there were a few initiatives to begin oil exploration, and the company Island Oil
corporation was attributed an exploration license, however it did not have the expected effect of ramp-
up in STP’s oil sector.

In this context, on February 21, 2001 the Treaty was signed between the Federal Republic of Nigeria
and the Democratic Republic of Sao Tome and Principe on the Joint Development of Petroleum
Resources and others on the Exclusive Economic Zone of the two states. This treaty geographically
defined the area covered by the Joint Development Zone (total area of 8.429 square kilometres in 9
blocks) as well as the implementation of a Joint Ministerial Council and the creation of the Joint
Authority, with its own legal personality under international law and the laws of each State Party, and
the Joint Authority is accountable to the Ministerial Council.

By the end of 2009 Sao Tome and Principe has also established an Exclusive Economic Zone to
explore hydrocarbons.

Sao Tome and Principe extractive industry has been focused on the results that may come from the oil
sector, being at the same time focused on the fisheries potential not fully explored (in terms of
management, control and exploration either in the EEZ either in the JDZ).

Oil industry’s contribution to the tax system and to the revenues collection has been insignificant
since there is no activity yet nor in EEZ nor in JDZ. As aforementioned there is no oil production data
yet.

One of the extractive operators with a purchase share agreement in EEZ – Oranto - is currently
performing 3D seismic and it is expected a report by December 2015. The other companies have not
started their prospection activities yet according to NPA-STP’s provided information.

Legal Framework

The principal regulations in the extractive activities, namely in the oil sector that are detailed in
chapter 2.4 are the followings: (i) Law 8/2004 – Framework Law of Petroleum Revenues, (ii) Law
15/2005 of Law of oil Sector Taxation, (iii) Law 16/2009 – Framework Law of Oil Operations and (iv)

1. Executive Summary
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Law-Decree 5/2004 that creates the National Oil Agency. These are complemented by the Abuja
Declaration on the Transparency and Good Governance of Joint Development Zone on the blocks and
exploration zones. During the creation and development process of each zone (Joint and Exclusive)
and over the past 10 years (2003-2013) were also elaborated studies that allow a better understanding
of the framework over the conceptual and institutional basis of each zone being those the document of
Strategy of Oil Sector and Issues Related to the Scope of the Joint Development Zone Report for the
Extractive Industries Transparency Initiative (draft version).

Oil Revenues Allocation

The oil revenues are transferred to National Oil Account, obeying the specific rules of transfers
according the Law nº8/2004 – Framework Law of Oil Revenues (see annex II).

During the workshop on November 2014, and according to the field-work carried out, it was noted
that although revenues from extractive industries are managed following the Law nº8/2004 –
Framework Law of Oil Revenues, due to budget constraints, the revenues allocation criteria was not
always respected. This information was provided by Treasury Direction.

Licensing Process

NPA-STP is the STP’s entity that manages the auction and license attribution process on the STP’s
Government behalf. This institution may request proposals for the bidding of oil contracts by public
advertisements placed in national and international media, including those media typically used in the
oil and gas industries.

STP’s Government may celebrate oil contracts directly with companies when it is considered to be of
public interest and if it is in compliance with article 21 of Law 16/2009:

 After a public auction with no purchase contract attributed due to lack of proposals;

 After a public auction with no purchase contract attributed because proposals do not satisfy
adjudication criteria as established in government’s opinion

A request for oil contract must include proposals with:

 Minimum work program;
 Health, security and wellbeing of involved persons or people affected by operations;
 Environment protection, prevention, minimization and mitigation of pollution effects, as well

as other environmental damages that may arise from oil operations
 Preferential hiring and training of people from Sao Tomé and Principe for oil operations
 Goods and services acquisition to companies residents in STP

The requests are submitted in a close mail written in Portuguese language or, in another language but
the official translation.

First License Auction

STP government launched the first auction for EEZ Blocks on the 2nd of March of 2010, in a ceremony
simultaneously in Sao Tomé and Príncipe and in London. On the 15th of September was the official
deadline to accept proposals submission. However this date was delayed to the 15th of November with
the main goal of attract more investors to the auction.

During the first auction, there were six companies who have shown interest in investing in EEZ
blocks, namely AFEX Global, Oranto Petroleum, Overt Energy, Force Petroleum, Group Gemma and
O.G. Engineering. The Guidelines for Investors were disclosed and published. Each company that
participated paid a registration fee of USD 25,000. Since only four of the six interested companies
participated in the auction, the revenue collected by NPA-STP was of USD 100,000.
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A Tender committee was created to guarantee that the submitted proposals were evaluated in a
transparent manner by Law nº1/2010 of Executive Direction being properly straightened by the
Ministry of Public Works and Natural Resources. This Committee was in charge for evaluate and
classify the competitors according to their presented proposals for the respective block and according
to the evaluation criteria.

The proposals were evaluated according to the evaluation criteria properly defined. This criteria is
detailed in chapter 2.4.

Independent Reconciliation Work

In order to develop this report, the main extractive companies at EEZ were identified, according to the
information given by National Petroleum Agency of Sao Tome and Principe. These extractive
companies paid the following amounts, which were subject of confirmation in our report:

Table 1: Material Amounts paid by the operators in EEZ (Amounts in USD)

Extractive
Company

Signature
Bonus

Registration
Fees

Social
Projects

TOTAL

Sinoangol 5.000.000 5.000.000

Oranto 2.000.000 25.000 161.000 2.186.000

Equator 2.000.000 2.000.000

TOTAL 9.000.000 25.000 161.000 9.186.000

The information results obtained allow us to conclude:

a) At the present date, the response rate obtained is 99%;

b) From the total signature bonus paid by operators, according with NPA - STP information,
from the amount of USD 9.000.000 we had got confirmation of USD 9.000.000, USD
2.000.000 from the Oranto Petroleum, and USD 2.000.000 from Equator and USD
5.000.000 from Sinoangol, corresponding to 100 % of the total received the National Oil
Account of Sao Tome and Principe;

c) In the Oranto Petroleum’s obtained response is not mentioned the payment of USD 25.000 to
the National Petroleum Agency;

d) Given the lack of response from the operators, we can’t confirm the payments of fees to the
National Petroleum Agency in the amount of USD 100.000, according to information
provided by the entity;

e) The amount of USD 161.000 paid by Oranto Petroleum under the Social Projects and was on
the training "ANP Training in Port Harcourt";

As aforementioned, Law 8/2004 from the Framework Law of Oil Revenues defines how to manage the

revenues from the oil extractive companies. However, and according to the information provided by

STP’s Treasury direction, not all the receipts allocation criteria was undertaken due to STP’s budget

constraints.

The values presented on the table below take in consideration not only the National Oil Account’s

revenues with provenience from EEZ but also the revenues from JDZ.
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Table 2: National Oil Account (NOA) Movements (Amounts in USD)

Date Description Flow to/from
Inflow in

NOA
Outflows in

NOA

17-07-2005 1st Bonus JDA 37.764.997

17-07-2005 Expenses Expenses -50

19-07-2005 Government's annual budget STP Government -13.000.000

01-12-2005 Government's annual budget STP Government -1.700.000

26-05-2006 Government's annual budget STP Government -15.600.000

31-05-2007 2nd Bonus JDA 13.600.000

21-06-2007 Government's annual budget STP Government -8.000.000

02-09-2007 Interest (JDA) JDA 2.393.887

29-10-2007 Government's annual budget STP Government -2.300.000

14-07-2008 Government's annual budget STP Government -3.000.000

03-04-2009 Government's annual budget STP Government -2.400.000

24-09-2010 Government's annual budget STP Government -1.955.271

29-03-2011 Government's annual budget STP Government -1.567.147

30-12-2011 3rd Bonus Oranto 2.000.000

05-03-2012 Expenses Expenses -28

05-03-2012 Government's annual budget STP Government -1.254.000

08-05-2012 4th Bonus Equator 2.000.000

04-04-2013 Government's annual budget STP Government -1.805.124

24-12-2013 5th Bonus Sinoangol 5.000.000

Total 62.758.883 -52.581.619

Balance at 31-12-2013 10.177.265

Based on the movements of the National Oil Account we noticed that the main cash flows are related

with signature bonus from JDA, as emphasized on the following chart:

Chart 1 emphasizes the fact
that from the total amount
received in NOA- USD 60,4
Milion, 85% were due to
operators in JDZ by the Joint
Development Authority, and
15% were due to EEZ
operators.

JDA;
51,364,997

EEZ;
9,000,000

Chart 1 National Oil Account revenue's
origin (Amounts in USD)
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The following table summarizes the transferred amounts from National Oil Account to Sao Tome and

Principe’s Treasury State Department. The main goal of this transfer is to fund the STP’s annual

budget.

Table 3: Transferred amounts between CBSTP and the STP‘s Ministry of Planning and Finance

(Amounts in USD)

Year CBSTP
Ministério do

Planeamento e Finanças
(Direção do Tesouro)

Difference

2003 0 0 0

2004 0 0 0

2005 14.700.000 14.700.000 0

2006 15.600.000 15.600.000 0

2007 10.300.000 10.300.000 0

2008 3.000.000 3.000.000 0

2009 2.400.000 2.400.000 0

2010 1.955.271 1.955.271 0

2011 1.567.146 1.567.146 0

2012 1.254.028 1.254.028 0

2013 1.805.124 1.805.124 0

Total 52.581.569 52.581.569 0

According to the Framework Law of Oil Revenue, law 8, article 8th An amount equivalent to 20% of

National Oil Accounts’ Balance at the end of each year should be transferred to Sao Tome and

Príncipe’s annual budget.

Table 4: 2014 transferred amount from NOA to STP’s Annual budget

Flow’s Nature Amount

Balance at 31-12-2013 10.177.265

Acumulated Interests 2.060.000

Transferred Amount to STP’s annual budget at 31st of January 2014 2.447.297

% Transferred amount to STP’s annual budget over Balance + Interests 20%

It was verified that for the previous periods, this percentage amount was not always accomplished.

As aforementioned, the volume transferred to National Oil Account from JDA was USD 51,3 Milion.

According to JDA, the entity’s annual budget from 2003 until 2013 was of USD 116.793.276. This

entity provided their annual budget with the detail per year, which is shown on the next table:
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Table 5: JDA’s annual budget (Amounts in USD)

Year
JDA’s

Approved
Budget

Oil Extractive
Operators

Contribution

Nigeria and
STP’s

contribution

2004 10.121.000 0 10.121.000

2005 6.000.000 0 6.000.000

2006 14.097.559 0 14.097.559

2007 13.000.000 5.250.000 7.750.000

2008 15.327.999 7.398.083 7.929.917

2009 16.807.073 2.705.172 14.041.900

2010 8.000.000 0 8.000.000

2011 12.000.000 8.976.079 3.023.921

2012 12.000.000 0 12.000.000

2013 9.500.000 0 9.500.000

Total 116.853.631 24.329.334 92.464.297

According to the given budget, Sao Tome and Principe’s contribution to Joint Development

Authority’s budget should be equivalent to 40% of JDA’s total budget. And so, Nigeria’s contribution

would be USD 55.478.578 (60% of total budget), and STP’s contribution should equal USD

36.985.719. The detail per year may be observed on the following table:

Table 6: Nigeria and STP’s contribution to JDA’s budget detail per year

Year

Total
Governments
Contribution

(Nigéria e
STP)

Nigeria’s
Contribution

(60%)

STP’s
Contribution

(40%)

2004 10.121.000 6.072.600 4.048.400

2005 6.000.000 3.600.000 2.400.000

2006 14.097.559 8.458.535 5.639.024

2007 7.750.000 4.650.000 3.100.000

Total until 2007 37.968.559 22.781.135 15.187.424

2008 7.929.917 4.757.950 3.171.967

2009 14.041.900 8.425.140 5.616.760

2010 8.000.000 4.800.000 3.200.000

2011 3.023.921 1.814.353 1.209.568

2012 12.000.000 7.200.000 4.800.000

2013 9.500.000 5.700.000 3.800.000

Total 2008-2013 54.495.738 32.697.443 21.798.295

JDA’s total Budget 92.464.297 55.478.578 36.985.719
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JDA’s mission is to manage the Joint Development Zone resources according to the Treaty between

Nigeria and STP on the Joint Development of Petroleum and other resources. According to JDA’s

given information this entity’s budget has been full supported by Nigeria since 2008. Additionally, we

were informed by JDA that STP’s contribution would be deducted directly from the first oil revenue

which is predicted to be in a period of 18 to 24 months at Block 1.

STP’s contributed only with USD 15.000.000 instead of USD 36.985.719. STP’s government is

indebted to Nigeria on approximately USD 22 millions. This amount was not considered in STP’s

annual budget.

Social Projects

The social expenses obligations that arise from the PSC’s in EEZ amounts to USD 2,025,000. These

commitments were not yet fully fulfilled (for detail see chapter 6.5). It should be noted that these

expenses, once are a direct responsibility of the extractive entities to implement, there is no official

document presenting the social projects or other control besides the implementation control

performed by NPA-STP. Thus, bearing in mind the evaluation of the civil society, the non-

governmental agencies and the Principe representative, it is noted that these process needs

improvement in terms of management, diffusion/dissemination and implementation control.
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2.1 EITI Global Vision

The EITI was established in 2002 and constitutes a government’s coalition, companies, civil society
groups, investors and international organizations. The EITI aims to strengthen governance by
improving transparency and accountability in the extractive industry sector.

The EITI is based on good governance premise on exploration of oil, gas and mineral resources can
generate large revenues to foster growth and reduce poverty in the related countries. In summary, the
EITI is a globally developed standard that promotes revenue transparency at the local level.

In order to achieve its objective, the EITI has a robust and flexible methodology that ensures a global
standard is maintained throughout the different implementing countries. Although the EITI Board
and the International Secretariat are the guardians of that methodology, implementation itself, is
however the responsibility of each individual country.

2.2 EITI General Benefits

Governments benefit with the implementation of standardized and internationally recognized
procedures for transparency in natural resource management. In many countries the revenues of
Extractive Industries (Oil, Gas and Mining) create political, economic and social distortions and high
expectations associated with the development standards. The commitment to reconcile companies’
payments with receipts of government entities through a process shared by many stakeholders defines
a commitment for good governance practices and improves the country’s international credibility.

Companies benefit with the improvements on investment climate, being engaged in a constructive
way with citizens and civil society, in a level where all companies are required to disclose the same
information.

Citizens and civil society benefit from the increased transparency by being able to hold their
government and companies to account when the tax payments are disclosed.

Energy security is enhanced by a more transparent and level playing field. This greater stability
encourages long-term investment in production and thus improves the reliability of energy supply.

2.3 EITI Historical Background - Sao Tome and Principe

The government established the National Committee on EITI to lead EITI implementation in Sao
Tome and Principe. According to the Dispatch 8/2012 the Government of the Democratic Republic de
Sao Tome and Principe believes that EITI “promotes the publication of states revenues generated by
extractive company payments to state industries, with the proposal of promoting transparency of
revenues that governments from these companies”. The National Committee consists of a diverse
group of civil society partners, extractive companies and the Government of the Democratic Republic
of Sao Tome and Principe. Additionally, the National EITI Committee is supported by a permanent
secretariat to support the development of activities of the EITI in Sao Tome and Principe.

The first application of Sao Tome and Principe was accepted in the Acra Meeting on February 22nd of
2008. On April 15th of 2010, in the 12th EITI Council Global Meeting held in Berlin, the request for

2. EITI background and STP
Extractive Industry in EEZ
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voluntary membership of Sao Tome and Principle was suspended. The main obstacle to the realization
of the application was related to the difficulty of implementing the initiative in the Joint Development
Zone with Nigeria since that date Sao Tome and Principe had not yet started the activity in its
Exclusive Economic Zone.

Subsequently on May 10th 2012, Sao Tome and Principe formulated a new application to the EITI, and
was admitted as a candidate country on October 26, 2012. As a result of the membership request, and
in accordance with the EITI standard and the transient associated regime, the country was forced to
publish its first EITI report until October 26, 2014.

Other information about EITI of Sao Tome and Principe and about its secretariat can be obtained on
the website: http://eiti.org/sao-tome-and-principe.

2.4 Contextualization of the oil industry in Sao Tome and Principe:
Exclusive Economic Zone and the Joint Development Zone with Nigeria

Sao Tome and Principe’s hydrocarbons date back to colonial times. The Anglo American company Ball
& Collins in 1974 entered into an agreement to obtain a concession for oil exploration, which was
however abandoned when the country declared independence in 1975.

During the decade of 80/90 there were some initiatives to begin oil exploration and had been awarded
a license granted to the company Island Oil Corporation, however, by economic factors imminently,
did not produce the desired effects in terms of the ramp-up in the industry.

Later on February 21, 2001, Sao Tome and Principe and Nigeria signed a Treaty on Joint Development
of Petroleum Resources and others, existing in two states of Joint Zone (JDZ), through the Joint
Development Authority (JDA) with headquarters in Abuja. This treaty defines the sharing formula of
60% for Nigeria and 40% for Sao Tome and Principe form benefits and obligations arising from the
development activities carried out in the JDZ.

Sao Tome and Principe has also established an Exclusive Economic Zone for hydrocarbon exploration
by the end of the year of 2009.

Oil industry overview and importance:

The extractive industry is mostly oriented to possible benefits that may come from the oil sector, being

also oriented to possible potentialities not fully harnessed in the fishery resources (in terms of

management, control and exploration not only in EEZ but also JDZ).

Oil industry companies have not made contributions to the tax system and to the revenue collection of

taxes, since the activity has not started yet nor in EEZ not in JDZ. As aforementioned there is no

production yet.

Currently, Oranto is developing 3D seismic, being expected a results report by December of 2015. The

other companies have not started yet their prospection and exploration activities according to data

given by NPA-STP.

Allocation of Oil Revenues:

All oil revenues are transferred to National Oil Account, obeying the specific rules of transfers
established in Law 8 of Framework Law of Oil Revenues.

During the workshop realization in November 2014, and being present at the work field, we noted that
currently the national oil account movements are complying with the abovementioned law. However,
according to the Treasury direction, due to budget restraints the revenues allocation criteria has not
always been observed. The information is in accordance with the information provided by the
Treasury Direction.
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Framework Law of Oil Operations nº16/2009 License concession Process

On chapter IV, Rules and Process of bidding, National Oil Agency requests proposals for oil contracts
by public advertisings placed in national and international media, including those media normally
used in oil and gas industries.

STP’s Government may celebrate oil contracts directly with companies when it is considered to be of
public interest and if it is in compliance with article 21 of Law 16/2009:

 After a public auction with no purchase contract attributed due to lack of proposals;
 After a public auction with no purchase contract attributed because proposals do not

satisfy adjudication criteria as established in government’s opinion

A request for oil contract must include proposals with:

 Minimum work program;
 Health, security and wellbeing of involved persons or people affected by operations;
 Environment protection, prevention, minimization and mitigation of pollution effects, as well

as other environmental damages that may arise from oil operations
 Preferential hiring and training of people from Sao Tomé and Principe for oil operations
 Goods and services acquisition to companies residents in STP

The requests are submitted in a close mail written in Portuguese language or, in another language but
the official translation.

If the Government receives a direct proposal from an operator through Oil National Agency, then the
Government must disclose it in a public advertising, placed in the aforementioned national and
international media, and may start direct negotiation with the entity if there is no other entity that in a
15 days period shows interest on the referred area.

If however other entities do demonstrate interest before the negotiations’ beginning, then an auction
for those two entities must be opened. NPA-STP negotiates the Oil Contratcs on the Government’s
behalf.

Other attribution requests of a Shared Production Contract are described in the aforementioned
article of Framework Law of Oil Revenues, for instances, the technical and financial capacity proof
and the constitution of a society in STP that is in charge of oil operations realization.

First License Auction

STP’s government has launched the first auction for EEZ’s blocks on the 2nd of March 2010 in

ceremony taken simultaneously in London and in STP. The 15th of September was supposed to be the

initial deadline to submit companies’ proposals. However this deadline was delayed to 15th of

November in order to attract more investors to the auction.

During this auction, there were six companies interested in EEZ’s blocks, namely AFEX Global,

Oranto Petroleum, Overt Energy, Force Petroleum, Gemma Group and O.G. Engineering. The

guidelines for Investors were published and each participant company had to pay an application fee of

USD25.000. Hence only four of these companies participated in the auction, the revenue collection by

NPA-STP reached USD 100.000.

An Evaluation Committee was created to ensure that the companies’ proposals were evaluated in a

transparent manner through decree nº1/2010 by Executive Direction, being then, credited by the

Natural Resources and Environment Ministry. This Committee had the obligation to evaluate and

classify the competitor’s company’s proposals for the blocks, following the defined evaluation criteria.
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This Evaluation Committee from NPA-STP was assisted by an expert advisor that had visited STP

exclusively for these meetings.

The evaluation criteria involved four appendixes that were structured and framed through the

auction’s reference terms. These terms consisted in financial information and company’s profile,

technical information, commercial information, and HSE information (Hygiene, Safety and

Environment). The reference for the evaluation matrix was the evaluation criteria for the Joint

Development Zone in Mozambique. The signature bonus’ amounts are presented in the following

table:

Table 7: Signature Bonus paid by EEZ’s operators in STP (Amounts in USD)

Extractive Company Signature Bonus

Sinoangol 5.000.000

Oranto 2.000.000

Equator 2.000.000

Total 9.000.000

Contracts’ Disclosure Policy

The contracts signed between STP’s government and operators/companies in EEZ are filled in
Registration and Public Information Office (RPIO), being those available for consult if the procedures
established are fulfilled. During the independent administrator research, the firmed files were
available and consulted at (RPIO).

Social Expenses

The extractive companies had committed to incur in social expenses when signed the exploration

contracts. NPA-STP is the entity responsible for verifying the execution of Social Projects’ expenses.

See chapter 6.5 - Cash Flows of the Petroleum Operators for social Projects for more detail.

The social expenses obligations that arise from the PSC’s in EEZ amounts to USD 2,025,000. These
commitments were not yet fully fulfilled (for detail see chapter 6.5). It should be noted that these
expenses, once are a direct responsibility of the extractive entities to implement, there is no official
document presenting the social projects or other control besides the implementation control
performed by NPA-STP. Thus, bearing in mind the evaluation of the civil society, the non-
governmental agencies and the Principe representative, it is noted that these process needs
improvement in terms of management, diffusion/dissemination and implementation control.

Information confidentiality’s Assurance:

The independent Administrator has signed confidentiality agreements. For this reason, the
information presented in the report is the one considered as strictly necessary to understand the 1st

Report ITIE of STP.
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2.4.1 Legal framework and background

Table 8: Legal framework and background at EEZ

Description Date Entity(ies) Applicable
to

Joint exploration treaty of
Petroleum Resources and others,
existing in Joint Development
Zone

2001 Federal Republic of Nigeria and the
Democratic Republic of Sao Tome and
Principe

JDZ

Abuja Joint Declaration on
Transparency and Good
Governance in the Joint
Development Zone

June 26, 2004 Federal Republic of Nigeria and the
Democratic Republic of Sao Tome and
Principe

JDZ

Decree-Law 5/2004 – Creates the
National Petroleum Agency

June 30, 2004 Government of Democratic Republic of
Sao Tome and Principe.

EEZ

Law 8/2004 –Framework Law of
Petroleum Revenues

December 30,
2004

National Assembly of Democratic
Republic of Sao Tome and Principe

JDZ and EEZ

Strategy of the Petroleum Sector
in Sao Tome and Principe

April 16, 2008 Ministers Council of Democratic
Republic of Sao Tome and Principe

JDZ and EEZ

Law 15/2009 - Taxation Law on
Petroleum sector

November 4,
2009

National Assembly of Democratic
Republic of Sao Tome and Principe

JDZ and EEZ

Law 16/2009 – Framework Law
on Petroleum Operations

November 4,
2009

National Assembly of Democratic
Republic of Sao Tome and Principe

JDZ and EEZ

Decree-Law 57/2009 -
Organization of the Exclusive
Economic Zone of Sao Tome and
Principe in areas of petroleum
exploration and blocks

December 30,
2009

Government of Democratic Republic of
Sao Tome and Principe

EEZ

Order 8/2012 – Creates the EITI
National Committee

September 5, 2012 Prime Minister Order of the Democratic
Republic of Sao Tome and Principe

JDZ and EEZ

EITI Candidature Application
Form

October 26, 2012 EITI JDZ and EEZ

Oil Sector Study of Sao Tome and
Principe - Historical and legal
framework (Draft version)

September 16,
2013

National Committeeof EITI-STP JDZ and EEZ

Issues Related to the Scope of the
Joint Development Zone Report
for the Extractive Industries
Transparency Initiative (Draft
version)

March 21, 2014 Joint Authority - EITI Subcommittee JDZ

EITI Standard Handbook EITI JDZ and EEZ
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2.4.2 Exclusive Economic Zone

At the end of 2009 was promulgated Decree - Law No. 57/2009 - Delimitation of the EEZ Blocks. The
surface of the EEZ of Sao Tome and Principe measures 125.891 square kilometers and is divided into
three main areas of oil exploration, properly defined and referenced by upper case A, B and C. Zone A
has a surface of 26.165 square kilometers and consists of 6 blocks (numbered 1 to 6), the zone B is the
surface of 50.004 square kilometers and is composed of seven blocks (numbered 7 to 13) and finally
the C zone with an area of 49.722 square kilometers composed of 6 blocks (numbered 14 to 19).

According to Law nº. 16/2009 - Law Framework for Petroleum Operations, all the features found in
the national territory of the Democratic Republic of Sao Tome and Principe, including the basement,
on the continental shelf and the economic zone of its seas, are the exclusive property of Sao Tome and
Principe. It is a mandate of the people and delegation, to whom the resources belong legitimately, that
the government manages them.

Law nº 16/2009 - Law Framework for Petroleum Operations, also provides for the existence of the
Production Sharing Contracts, i e, all the oil produced under a Production Sharing Contract shall be
divided between the State of STP and the Contractor, in accordance with the respective provisions of
the Petroleum Contract.

The government joined by NPA-STP and other Governmental agencies that may be appropriate,
establishes by decree the areas where Oil Operations may occur, and which areas may receive
authorization to explore. These areas should be divided in Blocks by NPA-STP.

Royalties are the share of daily produced oil that is kept to the Government. The Oil operations cannot
utilize these amounts. This percentage is computed according to the daily production as determined in
the respective Oil Contract.

NPA – STP will request Oil contract proposals by public advertisings in national and international
media, including the media most utilized in this industry.

Terms and Conditions of shared Production

After the royalty deduction and the approved recoverable expenses, all the Oil produced regarding the
Oil Contract based on the Production-Sharing Agreements, will be distributed between the STP
Government and the contractor according to the respective contract. The contractor is entitled to
receive a percentage of the production according to the following terms:

a) The contractor will receive a share of oil production to compensate for its expenses.
b) The referred part of production intended to cover the production expenses will not exceed the

percentage of production provided in the oil contract, for this amount may never be exceeded.

By the end of 2013, there were signed three production sharing contracts between operators and the
State of Sao Tome, namely: Oranto Petroleum (Block 3); Equator Exploration (Block 5) and Sinoangol
(Block 2). Additionally there are still Preemptive Rights on Block 4 (ERHC), Block 11 (ERHC) and
Block 12 (Equator Exploration).



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 17 of 123

Table 9: Block detail in EEZ

Zone Block
Area

(km2)

Operator –
Production Sharing
Contract

Map

A 1

26.165

Unallocated

A 2 Sinoangol

A 3 Oranto Petroleum

A 4 Unallocated

A 5 Equator Exploration

A 6 Unallocated

B 7

50.004

Unallocated

B 8 Unallocated

B 9 Unallocated

B 10 Unallocated

B 11 Unallocated

B 12 Unallocated

B 13 Unallocated

C 14

49.722

Unallocated

C 15 Unallocated

C 15 Unallocated

C 17 Unallocated

C 18 Unallocated

C 19 Unallocated

TOTAL 125.891

Source: ANP-STP

There are no upcoming scheduled public bidding of blocks for any of the zones. Until December 31,
2013 none of the operators have communicated any commercial discovery.
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2.4.3 Joint Development Zone

The Joint Development Zone of Nigeria and Sao Tome and Principe, and has an area of 8-429 square
kilometers, located on Guinea Gulf, with the blocks 1-9 assigned.

The UN Convention about the Sea Law, signed at Montego Bay on December 10, 1982, calls on states
with opposite coasts to adoption an understanding of interim measures until not reach an agreement
on the delimitation of their exclusive maritime space.

In this context, on February 21, 2001 the Treaty was signed between the Federal Republic of Nigeria
and the Democratic Republic of Sao Tome and Principe on the Joint Development of Petroleum
Resources and others on the Exclusive Economic Zone of the two states. This treaty geographically
defines the area covered by the Joint Development Zone as well as the implementation of a Joint
Ministerial Council and the creation of the Joint Authority, with its own legal personality under
international law and the laws of each State Party, and the Joint Authority is accountable to the
Ministerial Council.

Complementary to the treaty, on June 26, 2004 was signed the Abuja Joint Declaration on
Transparency and Good Governance in the Joint Development Zone. The Abuja Joint Declaration
provides that:

 All payments made to the Joint Authority by extractive companies should be made public
quarterly and annually by the Joint Development Zone and by each company;

 The utilization of funds received by the Governments of Nigeria and Sao Tome and Principe,
should be monitored and audited, and such audit be made public;

 The Joint Authority shall publish an annual budget, which must be approved by the
Governments of Nigeria and Sao Tome and Principe. The accounts and contracts for the
acquisition of goods and services of the Joint Authority must be submitted to an annual audit
by an independent accounting firm, internationally recognized, and such audits should be
made public;

 The Joint Authority shall make public the fundamentals of all awards of the Joint
Development Zone;

 In any Production Sharing Contract or agreements / contracts with third parties, specifically
the Joint Authority shall (i) require the provision of information set forth in the declaration,
(ii) provide that the agreement itself and all financial information of the same to be made
public and (iii) require that the contracting parties declare and affirm that any payment,
benefit or unlawful advantage was granted to any employee of the Joint Authority;

 All information to be made public under the declaration shall be posted and maintained on
the internet page of the Joint Authority;
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The allocation detail of Joint Development Zone blocks is summarized in the table below:

Table 10: Block’s detail in JDZ

Block Area
(km2)

Initial Shareholders Shareholders at
December 31, 2013

Operator

1 704 Chevron

Exxon Mobil

DEER (Dangote Energy and
Equity Resources)

TOTAL

ADDAX

DEER (Dangote Energy and
Equity Resources)

TOTAL

2 692 Sinopec/ERHC

Equator Exploration/ONGC

A. & Hatman

Amber Petroleum

Foby Engineering

Sinopec/ERHC/ADDAX

Equator Exploration/Videsh

A. & Hatman

Amber Petroleum

Foby Engineering

SINOPEC

3 666 Anadarko

ERHC/ADDAX

DNO/EER

Amber Petroleum

Ophir/Broadlink

ADDAX

ERHC and ADDAX

EER

Equinox

Ophir/Broadlink

ADDAX

4 857 ADDAX/ERHC

Conoil

Dana Gas

Godsonic Oil & Gas

Overt

ADDAX/ERHC

Conoil

Dana Gas

Overt

ADDAX

5 1.091 ICC/OEOC Consortium

ERHC

Sahara Energy Fields Ltd

ICC/OEOC Consortium

PETROGÁS STP or ERHC

Sahara Energy Fields Ltd

ICC/OEOC

6 588 Filthim-Huzod Oil & Gas

ERHC

Filthim-Huzod Oil & Gas

PETROGÁS STP

Filthim-Huzod

7 1.286 Unallocated Unallocated Unallocated

8 822 Unallocated Unallocated Unallocated

9 1.723 Unallocated Unallocated Unallocated

Total 8.429
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2.5 Production Sharing Contract Model

The Production Sharing Contract (PSC) is a contract whereby the state contracts the services of a
contractor to perform this for your own unique way, within a defined area, research activities, and in
the case of check if a discovery of commercial hydrocarbon field, further exploration activities.

The contractor is responsible for the financing of petroleum operations at your own risk.

2.5.1 Exclusive Economic Zone

The petroleum operations of a production sharing contract are, depending on its nature, conducted
under a exclusive research, or exploitation, including exploitation of a commercial hydrocarbon field.
The legal and tax regime of the PSC in the EEZ contained in the Petroleum Taxation Act, Law
15/2009, of December 31, 2009.

2.5.2 Joint Development Zone

The PSC model is defined in the JDZ oil regulations, specifically Regulation nº 23. The large
differences between the models applicable to each area say mostly about sharing profits: government
ownership, royalties and taxes.
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2.5.3 Comparative table of the Production Sharing Contract: JDZ and EEZ

Table 11: Purchase Sharing Contract comparison table between EEZ and JDZ

Main
Components

Model components of PSC – JDZ Clause Components of the model
of the PSC-EEZ

Article

Bonuses and
special projects

Negotiable signing bonus;

Production bonuses based on achieving
production levels of oil crude accumulated
on the basis of a grade scale;

Bonuses are not recoverable as Cost Oil
neither deductible for tax purposes.

2 Variable values from
negotiation to negotiation.

2

Term of
contract

28 years including eight as a holding
period, and 20 years of development and
production.

Three phases of exploration of four years
and two more of two years. The contract
may be extended six months to complete
drilling and testing of any well commenced
in Phase III.

4 The contract term is 28 years
from the date of
implementation, with 8 years
of research and evaluation and
20 years of production.

4

Area release 50% of the contract area must be returned
to the JDA on the end of the exploration
period.

The contractor may withhold additional
areas until the discovery is declared
commercial

6 The Contractor shall release all
or part of the contract area in
accordance with the following:

(a) 25% on completion the first
phase of exploration period;

(b) 25% on completion second
phase of exploration period;

(c) The remain in completion
is phase three, the research
period.

6

Minimum work
program and
budget

Phase I: As least one exploration well or
evaluation; 3-D seismic can replace the
second well of the same cost.

Phase II and III: The number of
exploration wells to be drilled or evaluation
is negotiable.

7 Will be delivered three months
before the start of the calendar
year, for approval by the
National Petroleum Agency a
work program and a budget for
the contract area.

7

Government
Participation

The model of PSC does not define the
percentages regarding the participation of
the state.

The minimum is 10%.
However may vary from block
to block.

8

Cost recovery The oil cost cannot be greater than 80% of
crude oil available in each area of
development unless the deduction of any
countable Oil royalty period.

10

Sharing Profits The crude oil balance after deducting the
Royalty Oil, Cost Oil and the Oil Tax,
allocated to each part attending a formula
based on a sliding scale in the R - factor for
each development area.

10 Applying the Internal Rate of
Return. In addition to allowing
the State receives dividends
more quickly, it also allows,
verifying the production drops,
the state continues to receive
payments in the same way.

10
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Main
Components

Model components of PSC – JDZ Clause Components of the model
of the PSC-EEZ

Article

Royalty
Royalties are paid according to the
petroleum regulations and are calculated
using a formula that is based on daily
production. The royalty is 5% when the
daily production reaches of 70.000 bpd.

The Royalty Oil is the oil, equivalent to an
amount equal to the actual payment of
Royalty and Rental concession profits.

16.1 The royalty amount is 2%.

Taxes 50%, this applies to the contract area,
according to the tax regulations 2003.

50% tax exemption on investments
applicable to eligible costs described in the
Petroleum Regulations 2003.

50%, which applies to the contract area,
according to the tax regulations 2003.

40 % tax exemption on investments
applicable to eligible costs described in
petroleum regulations 2003.

16.2 30% under rental from oil
operations. Not apply to any
other tax.

16

Customs taxes In accordance with the oil law,
the contractor has the right to
import and export all goods,
materials and equipment
intended solely and directly for
the execution of Petroleum
Operations. These products,
materials and equipment shall
be exempt from any and all
customs charges.

16

Confidentiality
and public
announcements

The contractor and the JDA must maintain
information about every part related to oil
operations strictly confidential and must
not be disclosed without the prior written
consent of the other party.

The above clause does not apply to
information in order to fulfill obligations or
requirements of any governmental agency
or if the rules of the stock exchange, in
which case the other party must be
notified.

The Parties shall use "best efforts" to
ensure that information about oil
operations or any information or facts and
documents related to this contract are not
disclosed or published without the prior
consent of the other party.

18 There is information that the
contractor and the National
Petroleum Agency retain
information relating to
petroleum operations
interchanged at all discrete
part. However, if you have not
checked this confidentiality
because all contracts are
available for inspection at
GRIP.

18

Natural Gas If the contractor discovers a viable quantity
of natural gas, it should have the right to
develop, commercialize, recover costs and
share the rents in an area agreed terms that
are consistent with the principles and
intent of the treaty, the petroleum
regulations, of tax regulations and this
agreement.

23.1 If the contractor discovers a
commercially viable quantities
of natural gas, the contractor
has the right to develop,
market, recover costs and
share profits from the
development of natural gas.

23
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Main
Components

Model components of PSC – JDZ Clause Components of the model
of the PSC-EEZ

Article

Hiring and
training of
nationals

The Contractor must spend 25 % of
operating costs each year of the
Exploration Period (min. of USD 100.000
and a max. of USD 250.000) in
scholarships to nationals of Nigeria and
STP training.

Similarly in each year of the OML, the
contractor must spend USD100.000 for
this purpose.

14.7 e
14.8

The contractor is required
during the research period to
spend 0,25 % of operating
costs and X % (negotiable) in
the period of production in
scholarships for the training of
citizens of STP in institutions
to be selected by the National
Petroleum Agency .

14

Conciliation
and arbitration

Any dispute that cannot be resolved by
mutual consent can refer to an independent
expert. The costs of the expert shall be
shared equally between the JDA and the
Contractor. If the above mentioned fails,
either party may require the other party a
demand for arbitration.

25 In case of dispute the parties
may refer the matter to an
independent expert for an
opinion and assist the parties
to achieve a mutual
agreement. If they have not
obtained a mutual agreement
after three months, either
Party may refer the Dispute it
to end solution and binding
arbitration by the
International Centre for
Settlement of Investment
Disputes.

25º

Revisão/
renegociação de
contrato e
condições
fiscais.

If the petroleum regulations terms and the
regulations of tax prevailing at the time of
the effective date changed, and this change
materially affect the commercial benefit of
the contractor, the Parties shall consult
each other and agree to such amendments
of the contract as necessary to restore
existing commercial benefits of the
contract effective date.

27.1 e
27.2

If fiscal conditions are changed
to harm the contractor, the
parties undertake to review the
contract. If there is a change in
laws or regulations that
significantly affect commercial
benefit offered to the
contractor, the parties
mutually reach an agreement
as to contractual changes
necessary to restore, as much
as possible, existing trade
benefits under this agreement
on the date of entry into force.

27

Clause
abandoning
themselves

The abandoning fund is bailment account
that generates interest established by the
Parties in a first class financial institution,
used to finance activities of abandonment.
Costs are recoverable and deductible for tax
purposes.

13.6 e
13.11

A percentage of the production
consists in reserve for the end
of life of the well can proceed if
the seal on it.

13

View legal and fiscal framework for petroleum operation in Sao Tome and Principe Framework Law on Oil
Revenue in Annex III.
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Arising from meetings held in Sao Tome and Principe, in August 2014, with the entities: National
Petroleum Agency of Sao Tome and Principe; Central Bank of Sao Tome and Principe; Office of
Registration and Public Information; Direction of Treasury Sao Tome and Principe; Mr. Arzemiro
Prazeres (on behalf of Joint Authority); National Committee on EITI-STP and with the data provided
by Elisa Gamberoni and Hilda Harnack (World Bank); Lyydia Kilpi EITI; Zainab Ahmed of Nigeria-
EITI, Sónia Sequeira and the support of José Cardoso (EITI Permanent Secretary in Sao Tome and
Principe) have identified a set of associated revenue to the mining industry in Sao Tome and Principe ,
both in its economic zone exclusively either in the Joint Development Zone with Nigeria , who were
included in Reporting Templates.

3.1 Types and definition of oil revenues

The relevant revenues and taxes relevant to the reconciliation work are organized as follows:

3.1.1 Definition of Oil Revenue according to Regulation 22 and 23 of Document
“JDA-Nigeria/STP Oil Regulations

According to the Framework Law of Oil Revenue, Chapter I - Article 1, the concept of Oil Revenue
means any payment or obligation to pay, from any person to the Government that is directly or
indirectly related to the oil resources of Sao Tome and Principe, including, but not limited to:

 Any payment from the Joint Development Authority from the related activities developed in
the Joint Development Zone hydrocarbons, or concerning this;

 All payments resulting from activities related to the Oil Resources of the Exclusive Economic
Zone, including, without limitation, the state shareholdings in sales of crude oil and gas;
signature bonus and production; royalties; rents; revenue from the sale of assets; taxes; rates;
duties and tariffs; fees and charges for the provision of public services; net profits from state
oil company; revenues resulting from the participatory rights of the State oil contracts; Sales
of crude oil; commercial activity resulting from transactions whose purpose crude oil, gas and
refined products; income on investments of oil revenues; any payment generated with
commercial production of hydrocarbons;

3. Identification and
Description of Oil Revenues
receitas petrolíferas
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3.1.2 Non tax revenues/Exclusive oil revenues

Table 12: Non tax Revenue table

N.º Type of Revenue Description

i) Royalties Represents the amount of crude oil allocated to Government or Joint
Authority based on percentages calculated on daily production rates.
This kind of revenue will only be collected after the start of production.

ii) Bonus Compensation, not amenable to recovery, from companies in extractive
industries with the Government or Joint Authority in respect of grant of
exploration, production or other.

iii) License fee for the
exploration

Compensation from companies in extractive industries with the
Government and from the granting of a prospecting license for certain
areas of the Exclusive Economic Zone and the Joint Development Zone
Joint Authority.

iv) Annual area rent Compensation from extractive industries companies to Government
from activities carried out in specific areas of the Exclusive Economic
Zone and the Joint Development Zone, awarded during a given period
of time Joint Authority.

v) Transfer Fees Compensation from extractive industries companies to Government or
Joint Authority for the transfer of rights to other operators acquired
from these entities.

vi) Sales of seismic data Amounts related to revenue when companies in extractive industries
acquire seismic data from the National Petroleum Agency of Sao Tome
and Principe (Exclusive Economic Zone) or the Joint Development
Authority (Joint Development Zone).

vii) Payments and other
significant material
benefits

Other payments or fees associated with oil revenues not previously
mentioned.

3.1.3 Tax revenues (taxes and other fees)

Table 13: Tax revenue table

Nº Types of revenues Description

i) Corporate income tax Tax on the taxable income of the taxpayer in each tax year.
Taxable income is calculated based on taxable gross income
minus the deductions allowed under applicable law.

ii) Other fees Other taxes or fees associated with non -oil revenues and not
reported previously.

3.1.4 Direct investment in social projects and training

Various contributions to these contracts signed with companies in extractive industries and are aimed

at sectors of education, health, infrastructure, rural development, strengthening the institutional

capacity of the state and qualification of human resources.
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3.2 Materiality and monetary amounts considered for the work of the
Independent Administrator

Under the Terms of Reference, materiality was set at MSG with the contribution of the independent
reconciler in the following ways:

 Were considered immaterial, for the purpose of reporting, the payments in whole or in
aggregate were less than 1 Million USD;

 Amounts paid by operators between 1st of January 2003 and 31st of December 2013 in excess
of 1 Million USD (in whole or in aggregate) have always been considered materials;

 In relation to the amounts received by the National Oil Account, and disseminated by these
entities for reporting purposes, there is no materiality. Thus all values, regardless of their
confirmation by the operators, were released by the independent reconciler, bearing in mind
the information provided by these entities.

Since the EEZ of Sao Tome and Principe is not yet at the exploration stage of petroleum resources, the
relevant cash flows by MSG considered to the reconciliation process are essentially the amounts paid
by the operators regarding signing bonuses.

Based on information provided above, where considered has material cash flows occurring in the EEZ
are:

Table 14: Extractive Operators considered material according to MSG

Extractive
Company

Signature
Bonus

Registration
Fees

Social and
Training
Projects

TOTAL

Sinoangol 5.000.000 5.000.000

Oranto 2.000.000 25.000 161.000 2.186.000

Equator 2.000.000 2.000.000

TOTAL 9.000.000 25.000 161.000 9.186.000

Total/
Coverage
percentage

100% 25% 100%
99%

Following the materiality criteria presented above, the extractive operators that were not considered

material are:

Table 15: Extractive operators not considered material according to MSG

Extractive Company
Signature

Bonus
Regustration

Fees

Social and
Training
Projects

TOTAL

AFEX Global 0 25.000 0 25.000

O. G. Engineering 0 25.000 0 25.000

Over Energy 0 25.000 0 25.000

Total 0 75.000 0 75.000

Total/Coverage
Percentage

0% 75% 0% 1%
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3.3 Revenue Stream – Exclusive Economic Zone

In terms of revenue stream in the Exclusive Economic Zone, the same can be summarized as follows
in the table below:
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4.1 Extractive companies involved in the process – EEZ

For independent reconciliation effects, and for the period commenced January 1, 2003 and ended
December 31, 2013, the following companies in the extractive EEZ were identified:

Table 16: Operators considered material by MSG

# Company Name

1. Sinoangol – STP

2. Equator Exploration Limited

3. Oranto Petroleum STP

Table 17: Operators not considered material by MSG

# Company name

4. ERHC Energy Inc.

5. São Tomé American Petroleum Corporation

6. Petroleum Geo-Services (PGS)

7. AFEX Global

8. O. G. Engineering

9. Overt Energy

The above entities involved in the EEZ blocks assigned referred to in section 2.4.2.

From the circularization process and the companies that were included according to the materiality
criteria detailed in chapter 3.2, the following additional information was obtained:

 Sinoangol is a subsidiary company of the group China Petroleum & Chemical Corporation
(Sinopec). The October 4, 2013 the Production Sharing Contract was signed between RDSTP
(represented by the NPA - STP) and STP Sinoangol Block 2, Limited for the exploration of
Block 2 of the EEZ;

 Equator Exploration is an entity engaged in the exploration of oil and gas in West Africa. The
Equator is part of Oando Energy Resource Group Inc, which owns 81,5 % of the Equator
Exploration. On the April 18th, 2012 the Production Sharing Contract was signed between
RDSTP (represented by the NPA - STP) and STP Block 5 Equator Exploration Limited for the
joint exploration of Block 5 of the EEZ;

 Oranto Petroleum Ltd develops oil and gas activities. The company is headquartered in

Nigeria and operates with a subsidiary Atlas Petroleum International Ltd. October 15, 2011

the Production Sharing Contract was signed between RDSTP (represented by the NPA - STP)

and Oranto Petroleum - STP Limited to the exploration of Block 3 of the EEZ.

4. EITI Governmental
Agencies and Companies
involved in the process
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4.2 Global Vision of NPA-STP

The Decree -Law 5/2004 which created the National Petroleum Agency, is aim to regulate the hiring
and supervision of members of the oil industry economic activities, according to the legislation and in
accordance with the guidelines issued by the National Petroleum Council.

The National Petroleum Agency of Sao Tome and Principe (NPA-STP) have skills in negotiation and
conclusion, with the express permission of the National Petroleum Council, in the name and on behalf
of the state, contracts in the field of research and exploration of hydrocarbons.

The NPA-STP is aimed at regulating the hiring and supervision of member economic activities of the
oil industry, according to the legislation and in accordance with the guidelines issued by the National
Petroleum Council.

Additionally NPA - STP is responsible for monitoring the performance of contractual obligations by
companies in extractive industries in social projects and training.

The Central Bank of Sao Tome and Principe is the main receptor of oil revenues, and the NPA - STP
only receives administrative fees for enrollment in public tenders for oil blocks.

The NPA-STP has the following organizational structure: a) Board of Directors; b ) Executive Director
and c ) Departments.

Thus, bearing in mind the provisions above, generally the NPA - STP, among others, the following:

a) Negotiate and conclude, upon express authorization of the National Petroleum Council, in the name
and on behalf of the government, contracts in the field of exploration and exploitation of
hydrocarbons;

b) Implement, within their sphere of competence and in accordance with legislation in force, the
Government's policy for the sector of oil and natural gas;

c) Consolidate information from national reserves of oil and natural gas provided by the companies
and be responsible for its dissemination;

d) Promote studies aimed at delimiting blocks for the purpose of granting of exploration, development
and production of hydrocarbon activities;

e) Regulate the execution of geological and geophysical services, applied to oil exploration , aimed at
collecting technical data for marketing on non-exclusive basis;

f) Carry out promotion and award bids for exploration, development and production activities,
celebrating contracts expressly authorized by the National Petroleum Council , and overseeing their
implementation;

g) Supervise directly or through agreements with independent specialized agencies, contracts for
exploration and exploitation of hydrocarbons entered in the name and on behalf of the State as well as
all members of the oil industry and impose administrative penalties and laws prevented the activities,
regulations or contracts.
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5.1 Methodology

Our methodology was the assumption communication and interaction with all stakeholders, including
the Extractive Companies, Government Agencies and all other stakeholders. The reporting templates,
after approval by MSG were sent via email to all operators based on information provided by the NPA
- STP (in the case of the EEZ) and JDA (in the case of the JDZ).

As already mentioned, the implicit function of the Independent Administrator job does not constitute
any form of audit, and the Independent Administrator is not responsible for confirming the accuracy
of the reported values and the legal and contractual obligations of companies in extractive industries,
Government and Government Agencies. Our report only includes commentary and analysis in
accordance with the factual information obtained by extraction entities and government agencies.

Specifically, the main tasks executed to achieve the main goal were:

 Review of documentation already prepared by the National EITI Committee, namely, the list
of companies involved in the mining industry reconciliation exercise, payment flows and
taxes;

 Preparation of draft circularization to ensure compliance with regulations and guidelines
prevailing in Sao Tome and Principe, and the same were discussed and agreed with the
National EITI Committee and the Sub - Committee on Joint Development Zone;

 Materiality definition together with MSG;

 Conducting various meetings and interactions with the various entities involved in the process
of preparation of the first EITI report Sao Tome and Principe;

 Send via e-mail, the reporting templates for all entities involved and identified in Section 3.3
of this report based on leads provided by the NPA-STP;

 Daily monitoring of missing answers through telephone contact and/ or send duplicates of
emails;

 Conducting a preliminary analysis of the studies and information received from the entities
involved;

 Conducting a preliminary review of all responses received from various entities involved ( see
following sections) in order to identify the differences between the information reported by
the government and government agencies and companies in extractive industries. After
preliminary review, preparation of a memorandum with evidence of (i) amounts reported
concordant and (ii) amounts reported inconsistent or incomplete;

 Monitoring face or by telephone conference of the National Committee on EITI (i)
clarification and inquiries of entities over which process differences or inconsistencies in
reported amounts and (ii) monitoring the status of the process of circularization made have
been identified;

 Preparation of this report, which includes background information on the oil sector and Sao
Tome and Principe Joint Development Zone consistent with EITI standards, payments ,
reconciled, made by companies in the extractive industries and Government to Government

5. Approach and Methodology



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 31 of 123

Agencies as well as receipts reported by Government and Government Agencies that have
been originated in companies of extractive industries;

 Identification of any limitations and shortfalls impacting on the report;

 Preparation of recommendations and improvement opportunities that contribute to the
improvement of information sharing associated with the petroleum system and flows to a
more fruitful implementation of EITI in Sao Tome and Principe aligned with the best
practices of transparency defined by the requirements of the EITI.

In circularization and confirmation process flows 5 types of reporting templates, specific to each of the
entities involved, namely were used:

 Reporting template to the EEZ’s extractive companies ;

 Reporting template to the National Petroleum Agency of Sao Tome and Principe;

 Reporting template to the Ministry of Planning and Finance of Sao Tome and Principe -
General Directorate of Treasury;

 Reporting template for the Central Bank of Sao Tome and Principe / National Oil Account.

 Reporting template to Joint Development Authority

The templates were developed by PwC based on information obtained and validated by the National
EITI Committee Sao Tome and Principe. See examples of reporting templates in Annex II.

5.2 Reconciliation Work

Under the terms of reference, our goal was to draw the EITI Report Sao Tome and Principe, through
(i) collecting data on payments made by extractive industry companies to the National Oil Account
(Central Bank of São Tome and Principe), the National Petroleum Agency of Sao Tome and Principe,
Government and Government Agencies between January 1, 2003 and December 31, 2013, (ii) collect
of amounts received by the Government and Government Agencies companies in the extractive same
period and (iii) a reconciliation of these data. Our work included the following steps:

 Reconciliation of payments reported by companies in extractive industries revenues declared
by the Government and Government Agencies. These payments reconciliations were made in
accordance with the receiving entity stream from extractive industry companies;

 Identification of significant differences or discrepancies;

 Inquiring about reasons for differences among stakeholders and parties involved;

The tasks under reconciliation were the following independent:

i. Identifying the flow of payments, fees and relevant taxes under reconciliation;

ii. Launch the process of circularization for companies in the extractive industries, for the
Government and Government Agencies of the EEZ;

iii. Comparison of payments reported by companies in extractive industries with receipts
reported by Government and Government Agencies;

iv. Identification of discrepancies in statements and reported amounts;
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v. Request explanations and clarifications on discrepancies identified from the entities involved,
and for doing so, support the EITI National Committee . In case of failure to obtain answers to
the identified differences, if any, our report will mention the entities and differences;

vi. Identification in reconciling discrepancies identified by revenue source, between the
payments declared by the extractive companies and the ones declared by the government and
government agencies.

vii. Reconciling data reported in detail by revenue source, date and type of payment;

viii. Conjunction with Government and government agencies in order to obtain a total analysis
reported values;

ix. Completion of the work and preparation of this report.
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On September 15, 2014 were sent the Reporting Templates for all entities involved in the Exclusive
Economic Zone, based on the contacts and e-mail addresses provided by the National Petroleum
Agency of Sao Tome and Principe. The deadline of September 25, 2014 for obtaining requested by the
Independent Reconciler was established. Up to the present date, the following results were obtained:

 National Petroleum Agency of Sao Tome and Principe
 Central Bank of Sao Tomé and Príncipe
 Petroleum Geo-Services (GPS)
 Sao Tome American Petroleum Corporation
 Oranto Petroleum
 Treasury Direction
 Equator Exploration

The obtained responses represent around 99% of the entities for which we require the cooperation for
the realization of this report.

6.1 Petroleum operators and NPA –STP paid amounts reconciliation

Even though it is the STP’s National Oil account that receives oil revenue flows, as established in Law
nº8 /2004 – Framework Law of Oil Revenue, it is NPA-STP’s function to control oil revenues flows
associated to EEZ. The table below summarizes the reported information by the operators and the one
reported by NPA-STP for the material extractive companies.

6. Reconciliation results
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Table 18: Amounts Paid - Reconciliation between EEZ operators and NPA-STP (Amounts in USD)

Operator
Amounts confirmed

by the Operators
Amounts confirmed by

NPA-STP
Difference Obs.

Oranto Petroleum

Signature Bonus 2.000.000 2.000.000 0

Registration Fees 0 25000 -25.000 a)

Social and training projects 161.000 161.000 0

2.161.000 2.186.000 -25.000

Equator Exploration

Signature Bonus 2.000.000 2.000.000 0

Sinoangol

Signature Bonus 5.000.000 5.000.000 0

Total 9.161.000 9.186.000 -25.000

a) The difference in the confirmed amounts is due to the fact that the operator has not confirmed
to have paid the auction registration fee. However this amount was not considered material
for reconciliation effects.

Additionally, and based on NPA-STP’s information and the obtained responses from the extractive
companies, the signature bonus paid are according to the following chart:

Chart 2 –Signature Bonus paid by EEZ Operators (Amounts in USD)

The amounts received directly by NPA-STP were the operators’ auction registration fees.

During the period from 1st of January 2013 until 31st of December 2013, the total amount received by
NPA-STP is summarized on the following table:

Table 19: Amounts paid to NPA-STP - Registration fees in the auction (Amounts in USD)

Operator Year Amount

Oranto 2010 25.000

AFEX Global 2010 25.000

O. G. Engineering 2010 25.000

Overt Energy 2010 25.000

Total 100.000

2,000,000 2,000,000

5,000,000

2011 2012 2013

USD Bonus Signature Amounts paid by EEZ
Operators

Sinoangol

EquatorOranto
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The aforementioned amounts were not confirmed by the operators. However the amounts were not
considered material by MSG.

6.2 Cash flows of the Petroleum Operators for BCSTP (information
received from CBSTP)

The table below reflects the cash flows during the period between January 1, 2003 and December 31,
2013 according to information obtained from (i) the Central Bank of Sao Tome and Principe, and (ii)
the NPA through the process external confirmation.

Table 20: Signature Bonus Reconciliation according to CBSTP and the extractive Companies
(amounts in USD)

Block Year Operator
Flow
Nature

Amount confirmed
by the operator

Amount confirmed
by CBSTP

Difference

3 2011 Oranto
Signature
Bonus

2.000.000 2.000.000 0

5 2012 Equator
Signature
Bonus

2.000.000 2.000.000 0

2 2013 Sinoangol
Signature
Bonus

5.000.000 5.000.000 0

Total 9.000.000 9.000.000 0

There are no differences between the declared amounts in the operators’ responses to the amounts

declared by CBST.



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 36 of 123

6.3 Cash flows from CBSTP to the Ministry of Planning and Finance
(information received from CBSTP and the Ministry)

The table below reflects the cash flows that occurred between CBSTP and the Ministry of Planning and
Finance in the period between January 1, 2003 and December 31, 2013 according to information
obtained from (i) the Central Bank of Sao Tome and Principe and (ii) the Ministry of Planning and
Finance through the external confirmation process.

Table 21: Transferred Amounts from CBSTP tpo the Ministry of Planning and Finance (STP’s
Treasury Direction) in USD

Years CBSTP
Treasury
Direction

Differences

2003 0 0 0

2004 0 0 0

2005 14.700.000 14.700.000 0

2006 15.600.000 15.600.000 0

2007 10.300.000 10.300.000 0

2008 3.000.000 3.000.000 0

2009 2.400.000 2.400.000 0

2010 1.955.271 1.955.271 0

2011 1.567.146 1.567.146 0

2012 1.254.028 1.254.028 0

2013 1.805.124 1.805.124 0

Total 52.581.569 52.581.569 0

The table above contains the amounts received by CBSTP from EEZ and JDZ; this reconciliation is

performed on the following chapter.

6.4 Cash flows from JDA to CBSTP (information given by CBSTP and
JDA)

The contract established between Nigeria and Sao Tomé and Príncipe define that the revenues
received by JDA should be distributed in a 60%/40% proportion to Nigeria’s government and São
Tomé and Principe’s government respectively.

There are no diferences
between the amounts

transferred from the National
Oil Account (according to

CBSTP’s confirmation) to the
received amounts by

Treasury Direction to
complement STP’s annual
budget (according to the

confirmation of the Treasury
Direction).
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6.4.1 Cash Flows from JDA/CBSTP’s Reconciliation

The table below presents the cash flows occurred during the period from 1st of January 2003 until 31st

of December 2013, according to the JDA and CBSTP’s given information.

Table 22: Reconciliation of payments between JDA to CBSTP

Description Source Year
Signature

Bonus
Interests Total

Transferred Amounts from JDA
to CBSTP

JDA’s
Confirmation

2005 37.764.997 37.764.997

2007 13.600.00* 2.393.947 30.993.947

Total 51.364.997 2.393.947 68.758.944

Received Amounts by CBSTP
from JDA

CBSTP’s
Confirmation

2005 37.764.997 0 37.764.997

2007 13.600.000 0 13.600.000

Total 51.364.997 0 51.364.997

Difference 0 2.393.947 17.393.947

* Mr. Manuel de Deus Lima (Natural Resources and Environment Minister) sent a letter to Mr. Ado
Yakubu Wanke (JDC’s chairman) on the 12th of April of 2007. On this letter the deduction of USD
15.000.000 on the blocks 2 and 4 signature bonuses’ transfer was approved. The total signature bonus
would be USD 28.600.000, and the amount transferred was USD 13.600.000.

The difference of USD 2.393.947 is due to default interests paid by JDA to CBSTP that were not
considered on CBSTP’s obtained response.
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6.4.2 Cash Flows from JDZ’s operators to CBSTP’s Reconciliation

According to the contract established between Nigeria and Sao Tomé and Príncipe the revenues
received by JDA should be distributed in a 60%/40% proportion to Nigeria’s government and São
Tomé and Principe’s government respectively. On the following table is presented a reconciliation
made between the amounts received by JDA and the total transferred amount to the National Oil
Account:

Table 23: Amounts received by JDA from the JDZ extractive companies (Amounts in USD)

Description Total Nigeria
Sao Tome and

Principe
Total Signature Bonuses 324,000,000 194,400,000 129,600,000

Deduction of ERHC's payment (only STP %) (*) 51,800,000 51,800,000

Sub-total (a) 272,200,000 194,400,000 77,800,000

JDA Loans (2002/4) 22,587,508 13,552,505 9,035,003

2005 Budget allocation 6,000,000 3,600,000 2,400,000

Repayment of Federal Government of Nigeria loan
by STP

15,000,000 15,000,000

Federal Government of Nigeria allocation to 2006
Budget

4,650,000 4,650,000

Federal Government of Nigeria allocation to 2007
Budget

8,173,071 8,173,071

Sub-total (b) 56,410,579 29,975,576 26,435,003

Amount transferred (a)-(b) 215,789,421 164,424,424 51,364,997

Total signature bonus from JDZ's oil industry
operators

272,200,000

JDA other revenues (**) 30,493,032

Total inflows from JDZ's operators 302,693,032

Total signature bonus from JDZ's oil industry
operators from which:

324,000,000

Sao Tome and Principe (40%) 129,600,000

Nigeria (60%) 194,400,000
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The table below provides the reconciliation between the received amounts by CBSTP due to JDZ’s
operators’ payments to JDA.

Table 24: Reconciliation of paid amounts by JDZ’s operators/receipts from CBSTP

Description Amounts in USD

São Tomé and Príncipe Percentage (40%) 129.600.000

Deduction of payments from JDA to CBSTP:

Deduction of loan to Set –up costs in JDA (STP’s share) 9.035.003

Contribution to JDA’s budget in 2005 2.400.000

Deduction of ERHC’s agreement (acording to NPA-STP’s information) 51.800.000

Deduction of loan from Nigéria to STP 15.000.000

Total deductions 78.235.003

Total to transfer from JDA to CBSTP 51.364.997

Amounts received by CBSTP

First Receipt at 17-07-2005 37.764.997

Second receipt at 31-05-2007 13.600.000

Total receipts by BCSTP 51.364.997

Difference 0
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6.4.3 JDA’s Budget

Based on JDA’s provided information, this entity’s budget from 2003 until 2013 was of USD
116.853.631. This information is detailed per year on the following table:

Table 25: JDA’s annual budget (Amounts in USD)

Year JDA’s approved budget Oil Revenues contribution
Nigeria and STP’s

government contributions

2004 10.121.000 0 10.121.000

2005 6.000.000 0 6.000.000

2006 14.097.559 0 14.097.559

2007 13.000.000 5.250.000 7.750.000

2008 15.327.999 7.398.083 7.929.917

2009 16.807.073 2.705.172 14.041.900

2010 8.000.000 0 8.000.000

2011 12.000.000 8.976.079 3.023.921

2012 12.000.000 0 12.000.000

2013 9.500.000 0 9.500.000

Total 116.853.631 24.329.334 92.464.296

São Tome and Príncipe’s contribution should be of USD 36.985.719, equivalent to 40% of JDA’s total
budget from 2004 until 2013, and Nigeria’s contribution should be USD55.478.578 (60% of JDA’s
total budget). This information is detailed to the following table:

Table 26: JDA’s annual budget – Nigeria and STP’s contribution per year (Amounts in USD)

Year
Governments’
Contribution

Nigeria’s
contribution

(60%)

STP’s
contribution

(40%)

2004 10.121.000 6.072.600 4.048.400

2005 6.000.000 3.600.000 2.400.000

2006 14.097.559 8.458.535 5.639.024

2007 7.750.000 4.650.000 3.100.000

Total until 2007 37.968.559 22.781.135 15.187.424

2008 7.929.917 4.757.950 3.171.967

2009 14.041.900 8.425.140 5.616.760

2010 8.000.000 4.800.000 3.200.000

2011 3.023.921 1.814.353 1.209.568

2012 12.000.000 7.200.000 4.800.000

2013 9.500.000 5.700.000 3.800.000

Total 2008/2013 54.495.738 32.697.443 21.798.295

Total JDA’s
budget

92.464.297 55.478.578 36.985.719

JDA’s mission is to manage the resources in the Joint Development Zone attributed by the joint
treaty. According to JDA’s provided information, it is the Nigerian Government that has full-
supported this entity’s budget since 2008. Additionally, STP’s contribution will be deducted through
the first oil revenues that are predicted to happen in a period from 18 to 24 months in the block 1.
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From the total STP’s contributions of USD 36.985.719, only USD15.000.000 was paid, as referred in
chapter 6.2.1. STP is indebted to Nigeria in USD 21.798.295, and this amount is not considered in
STP’s annual budget.

6.4.4 National Oil Account movements detail

The detail of the movements of National Oil Account during the period from 1st of January 2003 until
31st of December 2013 is presented on the following table:

Table 27: National Oil Account Movements

Date Description Entity
Inflows of

NOA
Outflows of

NOA

17-07-2005 1.º Bonus JDA 37.764.997

17-07-2005 Expenses Expenses -50

19-07-2005 STP’s annual budget STP’s Government -13.000.000

01-12-2005 STP’s annual budget STP’s Government -1.700.000

26-05-2006 STP’s annual budget STP’s Government -15.600.000

31-05-2007 2.º Bonus JDA 13.600.000

21-06-2007 STP’s annual budget STP’s Government -8.000.000

02-09-2007 Interests (JDA) JDA 2.393.887

29-10-2007 STP’s annual budget STP’s Government -2.300.000

14-07-2008 STP’s annual budget STP’s Government -3.000.000

03-04-2009 STP’s annual budget STP’s Government -2.400.000

24-09-2010 STP’s annual budget STP’s Government -1.955.271

29-03-2011 STP’s annual budget STP’s Government -1.567.147

30-12-2011 3.º Bonus Oranto 2.000.000

05-03-2012 Expenses Expenses -28

05-03-2012 STP’s annual budget STP’s Government -1.254.000

08-05-2012 4.º Bonus Equator 2.000.000

04-04-2013 STP’s annual budget STP’s Government -1.805.124

24-12-2013 5.º Bonus Sinoangol 5.000.000

Total 62.758.883 -52.581.619

Balance at 31/12/2013 10.177.265

The table above takes into account both the income received in the National Oil Account via exclusive

economic zone and Joint Development Zone. In respect of the transfers of funds between the Central

Bank of Sao Tome and Principe and the Ministry of Finance we notice that (i) is not made a separation

of the provenience of the funds (JDZ or EEZ) and (ii) was not taken into consideration Table of

Petroleum law regarding annual limits to be transferred during all the years covered by the present

reconciliation.
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Based on the movements of the National Oil Account we noticed that the main cash flows are related

with signature bonus from JDA, as emphasized on the following chart:

Chart 3- Total in flows in National Oil Account (EEZ and JDZ)

According to the Framework Law of Oil Revenue, law 8, article 8th An amount maximum equivalent to

20% of National Oil Accounts’ Balance at the end of each year could be transferred to Sao Tomé e

Príncipe’s annual budget.

Table 28: Transferred Amount from NOA to STP’s 2014 annual budget

Flow Nature Amount

Balance at 31st of December 2013 10.177.265

Accumulated interests at 31st of December 2013 2.060.000

STP’s annual budget transferred amount 2.447.297

% of STP’s annual budget transferred amount over Balance + Interests 20%

It was verified that for the previous periods, this percentage amount was not always accomplished.

The following tables and chart were based on the information provided by the ANP-STP and the
BCSTP and represents the weight of oil revenues in General Budget of the Government of Sao Tome
and Principe (including amounts received through EEZ and JDZ).

JDA
51.364.997

EEZ
9.000.000

EEZ and JDZ's Revenues in USD

The chart shows the total
amounts received in the Oil
National Account of São
Tomé e Príncipe.

The total amount received
about USD 60.4 million,
85% was thought JDA and
the remaining 15% through
operators of the EEZ.
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Table 29: Summary of General Budget of Government of STP

Year

Own
Financing
(in billion

Dobras)

Grants
(in billion

Dobras)

Total of STP
Government Budget

(in billion Dobras)

Total of STP
Government Budget

(in million USD)

Exchange rate
(average of the

period)

2003 141.5 179.4 321.0 34.3 9,347.6

2004 165.0 202.6 367.5 37.1 9,902.3

2005 197.7 214.0 931.2 88.2 10,558.0

2006 305.9 264.2 570.2 45.8 12,448.6

2007 366.8 2,457.6 3,211.6 237.2 13,536.8

2008 444.5 773.9 1,218.3 82.9 14,695.2

2009 528.9 466.0 994.9 61.4 16,208.5

2010 677.3 719.3 1,396.6 75.5 18,498.6

2011 787.2 799.2 1,621.7 92.0 17,622.9

2012 770.7 876.4 1,685.2 88.4 19,068.4

2013 1,060.7 703.7 1,853.3 100.4 18,450.0

The following table shows the % of oil revenues in the General Budget of the Government of Sao Tome

and Principe in the period 2003 – 2013.

Table 30: Contribution of the Oil National Account to the General Budget of the Government of
STP

Year

General Budget of
the Government

of STP (in million
USD)

Contribution of the Oil
National Account to the

General Budget of the
Government of STP (in

million USD)

%

2003 34 0 0.0%

2004 37 0 0.0%

2005 88 15 16.7%

2006 46 16 34.1%

2007 237 10 4.3%

2008 83 3 3.6%

2009 61 2 3.9%

2010 75 2 2.6%

2011 92 2 1.7%

2012 88 1 1.4%

2013 100 2 1.8%

Total 943.3 53
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Chart 4: Contribution of the Oil National Account to the General Budget of the Government of

STP (in million USD)

6.5 Cash flows of the Petroleum Operators for Social Projects
(information received from NPA-STP)

The table below reflects the amounts earmarked for social projects and training and scholarships

according to information confirmed with the ANP program.
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Table 31: STP’s approved social projects

Entity/
Block

Project’s name Local
Approved

Budget
District

Oranto
Block 3

Acquisition of lab equipment Liceu Nacional 100.000 Água Grande

Construction of kindergardens Terreiro Velho 115.000 Príncipe

Construction of kindergardens Pincaté 115.000 Príncipe

Construction of kindergardens Ponta do Sol 115.000 Príncipe

Construction of houses for elderly Príncipe 55.000 Príncipe

Construction of houses for youth Monte Café 100.000 Mé-Zóchi

Sinoangol
Block 2

Acquisition of 2 fire trucks with rescue kits
Sao Tome and
Príncipe

625.000 Água Grande

Equator
Block 5

Acquisition of 8 school buses
Sao Tome and
Príncipe

600.000
Água Grande

e Príncipe

Construction of classes rooms (Potó)
Sao Tome and
Príncipe

200.000 Me Zochi

Total approved for social projects 2.025.000

The amounts described above in accordance with the ANP information are commited by the respective

operators however have not yet been totally settled by the operators. The amount of USD 2.025

million already included amounts for projects approved in 2014.

As at December 31, 2013 there were invested only USD 161.000 in NPA-STP’s training courses, in Port

Harcourt.

Additionally, according to the information obtained from JDA and confirmed by MSG, social and

training projects in STP, financed by operators from JDZ had inflows between 2005 and 2011. No

information regards cash flows in 2012 and 2013. For details see Annex V.
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7.1 Deadlines

The deadlines established with the various stakeholders involved in the EITI are defined in Annex IV

to this report.

7. Deadlines and Challenges
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7.2 Challenges

Challenge Details Impact Resolution

Noncompliance with
the deadline for the
response by mining
companies.

The deadline of
September 25 for the
answer to our requests
on the part of the mining
companies was
established.

Despite several phone
calls and emails sent and
subsequently received
only three responses
within the deadline.

The low number of responses
significantly conditioned the
whole process of reconciliation,
since the information available for
the work of reconciliation has
been greatly reduced.

The situation identified above has
made the time initially allocated
for the work of reconciliation was
relocated to independent tracking
of missing answers.

After the deadline
failure and for
obtaining answers, we
continued the process
of monitoring the same
through both phone
calls and sending
subsequent emails.

Absence of contacts
in extractive
companies /
outdated contacts

The contact details of
operators data by
competent authorities
are incomplete.

Several situations in
which both the name of
the person responsible,
such as phone and email
contact does not actually
correspond to any
contact within an
organization that wanted
to contact were
identified.

The absence of an effective contact
difficult enough getting answers,
since we could not come into
direct contact with the person
responsible for responding to our
requests.

Additionally, based on
information provided by the
authorities, it was unclear who
would be responsible for
completing the reporting
templates.

As part of the contact
details supplied initially
were not effective,
alternatively tried to
contact the offices of
the operators in order
to try to reach a contact
who was able to
respond to our
requests.

Additionally, and for all
non- effective contacts,
we came in contact with
both the NPA as JDA
for sending us the
updated contact.

Filed evidence Due to the period of the
report is very broad
(2003-2013), we are
faced with the following
situations:

i) the information
requested was already
filed and consequently
delayed the response by
parts of extractive
companies;

ii) due to changes of
interest in the blocks,
various entities that
payments made in
previous years to 2013
are not currently
exercise , so much
contact with the effort to
get the answer was a
very complicated
process .

Given the fact that the information
is already filed, it was necessary to
collect additional information and
therefore time delay in meeting
the deadline for response by
extractive companies.

Have communicated
with the Extractive
Companies and
Government Entities
regularly to assess the
status of the missing
information.
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Bearing in mind (i) the whole work of reconciliation developed; (ii) the interactions developed with
MSG; (iii)with the operators and (iv) other entities involved in the present work we seek in this
chapter to identify some situations / processes that may be that could be improved in future cases.

8.1 Conducting Workshops and Guidance Forum between MSG and
other players

Details Priority

Objectives

 Understanding the oil industry Sao Tome and Principe (Joint Development
Zone and Exclusive Economic Zone);

 Understanding of financial key flows associated with the industry standard
contracts;

 Understand the evidence types of payments and performance of other
contractual obligations;

 Compliance with the agreed deadlines;

 Information disclosure reporting template;

 Issues in external confirmation process.

Actions to be taken

 Conduct Workshops at the EITI Secretariat with all stakeholders involved in
the next reconciliation.

 The workshop should include an analysis of all the payments that are being
requested in the Reporting Template to ensure that Government Entities and
Extractive entities have a clear understanding of the information being
provided

 It should also be discussed and agreed with the Extractive Institutions and
Government Entities, the types of evidence will suffice for each cash flow.

 The workshop should also be based on an objective and thorough Reporting
Template and supporting documentation to help Extractive Entities and
State Entities to complete the Reporting Template and Independent
Administrator provide the appropriate supporting documents.

 The MSG should agree on the timing of reconciliation and individual
deadlines with all the Extractive Institutions and Government Entities with
the intent of the reconciliation process be undertaken at a time convenient to
all.

 Questions and answers should be accommodated during the workshops to
identify and manage potential problems in advance.

8. Improvement suggestions
for future reconciliations
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8.2 Government should implement Compliance Measure

Details Priority

Objectives

 Compliance with key dates

 Access to information

 Increase transparency of flows generated in the sector

Actions to be taken

 To ensure that all stakeholders make a conscious effort in relation to the
objectives of the STP-EITI, the government could use the following steps to
ensure compliance by all involved State and Entity Extraction.

 Preparation of a Memorandum of Understanding that could be used to
clearly define the responsibilities of various stakeholders and highlight
actions for non-compliant Extraction and Government Entities.

 Drafting legislation to introduce mandatory disclosure of information
required by this job by Extractive Institutions and State to facilitate the
process of reporting and documentation necessary support to proceed with
reconciliation. Legislation should focus on the concept of materiality for
purposes of public interest. Legislation must include the Extractive State
Entities and a period for the purposes of reporting information.

 It should be noted that we have not done a detailed review of the current
legislation; however, we believe these to be an area that the STP-EITI
Secretariat should consider.

8.3 Training programs

Details Priority

Objectives

 Develop training programs for the entities involved.

Actions to be taken

 Survey and identification of specific training needs of each of the
governmental entities involved in the oil industry.
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8.4 Reporting templates

Details Priority

Objectives

 Understanding of payments to be reported by type of financial flow

 Compliance with the types of evidence

 Compliance with key dates

 Disclosures to make in Reporting Templates

 Establish contacts and key interlocutors by company

Actions to be taken

 It should be included in the Reporting Templates an illustrative example of
the correct disclosure of the requested information for both extractive
industries and to all entities involved in the circularization process;

 In reporting templates should be included a glossary with the definition of
the types of cash flows on which the circularized entity will report, so that the
understanding of the nature of the cash flow is clear;

 For entities that answer for global amounts, further details can be had as may
be deemed necessary for the work of the Independent Administrator;

 Key dates should be posted in Reporting Templates as well as information
about the key contact with the entity circularized;

 The data sets should be delivered physically or via e-mail with the Reporting
Template to Extractive and Government Entities and the form should be
returned to the Independent Administrator confirming receipt.

 The form must be signed and returned contain details of the person who
received the documents, the date it was received, details of key contacts in
the Extractive Institutions or Government Entities.

8.5 The STP-EITI should induct a third party to investigate the
unsolved differences

Details Priority

Objectives

 Resolve differences identified

 Understand the evidence required

 Review the business process

Actions to be taken

 The STP-EITI could appoint a third party to continue working with the
Extractive Institutions and State to refer all unresolved discrepancies in the
report.

 This will enable the STP-EITI conclude about the reasons for the
discrepancies / identified differences and reconcile all the differences
identified which were not possible to solve due to non-compliance with the
deadlines of circularized entities (Entity Extraction and State) and lack of
support and/or insufficient documentation available.

 A report on the conclusion of the investigation should be issued to the
Extractive and Government Entities which they highlight the common
reasons for discrepancies and to develop action plans.
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8.6 Information Pack to reconcile the Reporting Template and
Entities involved in the reconciliation

Details Priority

Objectives

 Review of evidence

 Identification and timely clarification of the differences found

 Compliance with the deadlines

Actions to be taken

 After the Reporting Template submission and supporting documentation, the
Independent Administrator analyzes and reviews the available data to
identify discrepancies unresolved.

 For documentation is not complete or is insufficient, and the Independent
Administrator MSG should seek to identify with the Government and
Extractive Entities and the reasons for the differences and respective
supporting documentation.

 It should be made a benchmark for the responses in order to identify and
define a set of best practices (best practices) in order to increase the quality
of information obtained.

8.7 Results Publication and dissemination through civil society

Details Priority

Objectives

 Make the oil revenue and cash flows system more transparent

 Produced information with free access and easy understanding

Actions to be taken

 Activities realization with the local communities;

 Media involved in the process;

 Involve non-governmental agencies that represent minorities to the
reconciliation process.
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Templates

Reporting template for EEZ operators

Annex I
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Reporting template for the operadors of JDZ



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 57 of 123



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 58 of 123



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 59 of 123

Reporting template for JDA
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Reporting template for the NPA-STP
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Reporting template for the Ministry of planning and finance in Sao Tome and
Principe – General Treasury Direction



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 67 of 123



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 68 of 123



First EITI Report Sao Tome and Principe
December 31, 2013 PwC 69 of 123

Reporting template for the Central Bank of Sao Tome and Principe/National Oil

Account
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Annex II – Law 8/2004, Law
15/2009 and Law 6/2009
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Tasks
Agreed
Deadline

Description

Framing Dialogue August
2014

Meetings with key partners in the process of implementing the EITI in Sao
Tome and Principe (see "Meeting held")

Inception Report September
12, 2014

Presentation and discussion of the inception report with the National EITI
Committee Sao Tome and Principe and the Sub-Committee for the JDZ to
ensure understanding of the scope and challenges of the work and the
commitment and involvement of the various partners in the various phases.

Circularization
Process

unitl
September
25, 2014

Extended
deadline
until
October 15

Based on information and addresses provided by the authorities, including the
EITI National Petroleum Agency National Committee and the Joint
Development Authority, the process of circularization of the entities referred
to above be conducted (extractive industry companies, Government and
Government Agencies).

Was crucial during this phase the monitoring and awareness among various
stakeholders in the circularization process by competent authorities, especially
by sending a cover letter referring to the Joint Development Zone and
Exclusive Economic Zone , to ensure that the statements were obtained time.

Due to the low percentage of responses obtained to date from September 25,
2014, the deadline for response has been postponed to October 15, 2014, based
on the decision of MSG

Initial Report of the
Independent
Administrator

October 20,
2014

Regardless of obtaining statements by the deadlines specified above, was
prepared and sent to the National EITI Committee Initial Report of the
Independent Administrator and differences and discrepancies cleared.

Adjustments and
reconciliations of
discrepancies

October 30,
2014

Based on the differences and discrepancies identified in the Initial Report of
the Independent Administrator requests justification for the entities involved
were sent to the circularization process in order to ascertain the reasons for
the deviation and the amounts to be considered for Final Report.

Workshop Week of
November
10

A workshop in STP involving all entities involved in the process, (NPA-STP,
JDA, Treasury Department, CBSTP, World Bank, EITI and Subcommittee of
the JDZ.

Final Report of the
Independent
Administrator

November
6, 2014

Sending the draft of the Final Report of the Independent Administrator for the
National EITI Committee Sao Tome and Principe.

Annex III - Deadlines
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Annex IV – Social Project in
Sao Tome and Principe

Social Project in Sao Tome and Principe 2005-2011 (financed through JDZ operators):
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