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Abbreviations Definition
NPA / ANP-STP National Petroleum Agency of São Tomé and Príncipe

CBSTP Central Bank of São Tomé and Príncipe

EEZ Exclusive Economic Zone

EITI Extractive Industries Transparency Initiative

EL Exploration Licenses

GRDSTP Government of the Democratic Republic of São Tomé and Príncipe

GRIP Records and Public Information Office

IA Independent Administrator

JDA/JA Joint Development Authority/Joint Authority

JDZ Joint Development Zone

JMC Joint Ministerial Council

MSG Multi Stakeholder Group

NOA National Oil Account

OGE State Budget of the São Tomé and Príncipe Government

OML Oil Mining Leases

OPL Oil Prospecting Licenses

PSC Production Sharing Contract

STP São Tomé and Príncipe

STP EITI Committee EITI National Committee of São Tomé and Príncipe

Term Definition
Extractive companies Refers to entities involved in the Independent Reconciliation Process for the period

2014.

Government/
Governmental
Agencies

Refers to governmental entities involved in the Independent Reconciliation Process
for the period 2014.

Independent
Administrator

Entity responsible for preparing the EITI Report, including the reconciliation of
data reported by the operators, Government and Governmental Agencies and the
disclosure of information on the oil industry in São Tomé and Príncipe.

Independent
Reconciliation

Independent reconciliation work carried out between the payments made by
extractive companies and the amounts received by the Government and/or
Governmental Agencies.

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

Glossary of terms and
abbreviations and table index
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Table Index

Table 1: Amounts paid by operators in the EEZ in the year 2014 (Amounts in USD)

Table 2: National Oil Account (NOA) Movements (Amounts in USD)

Table 3: Details of amounts transferred by the CBSTP to STP's Ministry of Finance (Amounts in USD)

Table 4: Amounts transferred from the NOA to STP's State Budget (Amounts in USD)

Table 5: The JDA's annual budget (Amounts in USD)

Table 6: The JDA's annual budget - Nigeria and STP's contribution to JDA's budget, by year (Amounts in USD)

Table 7: Evolution of Social Project obligations (Amounts in USD)

Table 8: Scholarships committed and not executed by December 31, 2014 (Amounts in USD)

Table 9: Signature Bonuses paid by the EEZ operators in STP (Amounts in USD)

Table 10.1: Offshore EEZ Block Details

Table 10.2: Onshore EEZ Block Details

Table 11: EEZ Seismic data

Table 12: Employment data for the EEZ

Table 13: Legal framework and background of the EEZ/JDZ

Table 14: JDZ Block Details

Table 15: Production Sharing Contract comparison table: EEZ and JDZ

Table 16: Non-tax Revenue table

Table 17: Tax Revenue table

Table 18: Operators considered material by the MSG in the EEZ, in the year 2014 (Amounts in USD)

Table 19: Operators considered by the MSG (all operators with flows in 2014)

Table 20: Reconciliation of amounts paid by the EEZ operators (Amounts in USD)

Table 21: Listing of oil revenues, by revenue type, since the inception of the EEZ (Amounts in USD)

Table 22: Listing of oil revenues, by operator, since the inception of the EEZ (Amounts in USD)

Table 23: Details of amounts transferred by the CBSTP to the Ministry of Finance of STP (Amounts in USD)

Table 24: Reconciliation of payments from the JDA to the CBSTP (Amounts in USD)

Table 25: Amounts received by the JDA from the JDZ operators (Amounts in USD)

Table 26: Reconciliation of amounts paid by the JDZ operators/amounts received by the CBSTP (Amounts in USD)

Table 27: The JDA's annual budget (Amounts in USD)

Table 28: The JDA's annual budget – Contributions of the Governments of Nigeria and STP, by year (Amounts in USD)

Table 29: National Oil Account Movements (Amounts in USD)

Table 30: Details of amounts transferred from the CBSTP to STP's Ministry of Finance (Amounts in USD)

Table 31: Amounts transferred from the NOA to STP's State Budget (Amounts in USD)

Table 32.1: Structure of the State Budget Revenue of São Tomé and Príncipe

Table 32.2: Structure of the State Budget Expenditure of São Tomé and Príncipe

Table 32.3: NOA transfers to the State Budget corresponding to transfers to the Autonomous Region of Príncipe and Municipalities

Table 33: Contribution of the National Oil Account to the State Budget of the Government of STP (Amounts in million USD)

Table 34: Social Projects contracted with the EEZ operators (Amounts in USD)

Table 35: Social Projects executed by the EEZ operators (Amounts in USD)

Table 36: Evolution of Social Project obligations (Amounts in USD)

Table 37: Social Projects planned for execution in 2014 in STP (Amounts in USD)

Table 38: Social Project due and not executed (Amounts in USD)

Table 39: Social Projects planned for execution in 2015 in STP (Amounts in USD)

Table 40: Scholarships contracted with the EEZ Operators (Amounts in USD)

Table 41: Scholarships executed in the EEZ (Amounts in USD)

Table 42: Scholarships committed and not executed by December 31, 2014 (Amounts in USD)
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One of the fundamental criteria of the EITI membership recognition process is the requirement of a
reconciliation of the payments reported by the extractive industry companies with the receipts
declared by the Governmental Agencies, such reconciliation being performed by an independent
entity.

To the effect, PricewaterhouseCoopers SROC, Lda. was appointed by the EITI National Committee of
São Tomé and Príncipe on June 15, 2015, as the Independent Administrator in respect of the Second
EITI Report covering financial year 2014.

Our functions as Independent Administrator comprise:

 Preparation of the reconciliation process covering all material payments made by the
extractive industry companies, who operated in São Tomé and Príncipe, to the Government
and Governmental Agencies of STP during financial year 2014;

 Production of a report, consistent with the framework information related to the oil industry
sector in São Tomé and Príncipe, evidencing the payments made by extractive industry
companies to the Government and Governmental Agencies and identifying the discrepancies,
if any, determined through independent reconciliation. The report will also include
improvement opportunities to be implemented in subsequent processes;

 Documentation of the procedures for future independent reconciliations.

The implicit advisory 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 the extractive industry companies,
Government and Governmental Agencies. The information presented in our report is the
responsibility of the participating entities. The procedures performed by the Independent
Administrator to gather numeric and non-numeric data, the reconciliation of the information received
from the various entities, and the compilation of same 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 during the report preparation process will be subject to audit procedures. PwC does not
accept any responsibility for the consequences arising from actions or other steps taken as a result of
the contents of this report.

Independent Administrator’s
Nature and Function
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1. Executive Summary

The Executive Summary presents
the main facts on the extractive
industry in São Tomé and Príncipe
and the situations identified during
the reconciliation process of
the payments by the operators
and the receipts by the Governmental
Agencies.
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In this executive summary we intend to present a brief historical background of the EITI - Extractive
Industry Transparency Initiative - in São Tomé and Príncipe, list the 10 key messages arising from
the work undertaken and identify the main flows and revenues. In parallel, this summary also aims to
list the main requirements of the EITI and their verification in São Tomé and Príncipe, including:

• Overview and Importance of the Oil Sector (contextual information);
• Legal framework;
• Allocation of oil revenues;
• License granting process and First Auction;
• Social Projects and Training Scholarships;
• Policy on disclosure of contracts
• Reliability of financial information

The above aspects will also be developed throughout this report in each of its respective chapters.

Brief historical background of the EITI in São Tomé and Príncipe

The EITI was established in 2002 and comprises an alliance of governments, 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 first application by São Tomé and Príncipe to the EITI was accepted at the Accra Meeting on
February 22, 2008. On April 15, 2010, the EITI International Directive Council rejected its request for
the voluntary suspension of its membership, and removed the country from the list of candidates to
the EITI. The main obstacle to the consummation/acceptance of the application was related to the
difficulty of implementing the initiative in the Joint Development Zone with Nigeria.

Subsequently, on May 10, 2012, São Tomé and Príncipe formulated a new application to the EITI,
with the country having been admitted as a candidate on October 26, 2012. As a result of this
membership application, and in accordance with the EITI Standard and the associated transition
regime, the country was obliged to publish its First EITI Report by October 26, 2014.

However, the First EITI Report was only published on December 2, 2014, due to the wide temporal
spectrum involved - First EITI Report covering the period January 1, 2003 through December 31,
2013 in respect of the Exclusive Economic Zone and the Joint Development Zone controlled by
Nigeria and São Tomé and Príncipe. After the publication of the First EITI Report, it was established
the deadline of October 2, 2015 for the submission of the second report, in accordance with the
requirements of EITI. After this date the validation process, which will assesses whether the country
meets the criteria to be considered compliant, will start.

1. Executive Summary



Second EITI Report São Tomé and Príncipe
December 31, 2014 PwC 7 of 221

10 Main messages

The Oil sector legislation is perceptible
and transparent; however, it requires
improvement in terms of reaffirming
the competitiveness of São Tomé and

Príncipe and of its EEZ.

The license granting process in São
Tomé and Príncipe is transparent and
well structured; however, it requires

improvement in terms of information
disclosure in official sites.

The JDA is not fully compliant with
Abuja Joint Declaration about

Transparency and Good Governance of
the Joint Development Zone

Oil revenues in Sao Tome and Principe
were fully deposited in the National Oil
Account and tax collection is disclosed

in the government sites.

The transfers and usage of amounts
from the National Oil Account are

legally classified and are transparent
and conveniently disclosed.

Despite complying with the minimum
requirements under the Framework-

Law governing Oil Revenues,
governmental entities with

responsibility for the preparation of the
State Budget, should explicit better the

allocation of revenues to local
Municipalities and to the Autonomous

Region of Príncipe.

Investments realized in Social Projects
have favored areas considered

fundamental for the progress of the
country, namely education, basic

infrastructure and capacity building

According to São Tomé and Príncipe
legislation, companies are not obliged to

present audited financial statements.

The alteration of this situation would
constitute an additional mechanism to

guarantee the reliability of information.

Social Projects and Scholarships have
revealed a reduced level of execution
vis-à-vis that contracted, presenting,
at December 31, 2014, an amount due

and not executed of USD 1,698
thousand and USD 590 thousand,

respectively

The monitoring of the execution of
amounts originating in the National Oil

Account is the responsibility of the
Budget Directorate whilst that of the

amounts related to Social Projects and
Scholarships rests with the National

Petroleum Agency. The accompanying
and monitoring mechanisms applied
over the execution of these amounts

should be improved.
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Total cash flows of the Exclusive Economic Zone since its constitution…

Oil Revenue

USD 9.254.000

NPA
operating

costs

USD 2.465.000

(27% of the Total
of the Oil
Revenue)

Social Projects and Scholarships

USD 360.325

(amounts in USD)
Signature

bonus

Registration

Fees

License fee for the

exploration

A dministration

fees
Transfer fees

Other

payments

T otal

flows

A FEX Global 0 2 5 ,00 0 0 0 0 0 25,000

Equ ator 2 ,0 00,00 0 0 0 0 0 0 2,000,000

ERHC 0 0 0 0 0 0 0

O. G. En g en eer in g 0 2 5 ,00 0 0 0 0 0 25,000

Or a n to 2 ,0 00,00 0 2 5 ,00 0 0 0 0 3 6 ,000 2,061,000

Ov er t En er g y 0 2 5 ,00 0 0 0 0 0 25,000

Sin oan gol 5 ,0 00,00 0 0 0 0 1 00,000 0 5,100,000

Sta pet 0 0 1 0,000 8 ,0 00 0 0 18,000

Tot al flows sin ce

EEZ const it ut ion
9,000,000 100,000 10,000 8,000 100,000 36,000 9,254,000

% of t ot al 97.3% 1.1% 0.1% 0.1% 1.1% 0.4% 100.0%

4 Production Sharing Contracts:

 Block 3: Oranto (2011)
 Block 5: Equator (2012)
 Block 2: Sinoangol (2013)
 Block 4: ERHC (2014)
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Total cash flows of the Joint Development Zone since its constitution…

Oil Revenue

USD 302.693.032

Joint
Development

Authority
operating costs

USD 129.119.420

(43% of the Total of
the Oil Revenue)

Social Projects and Scholarships

USD 8.850.000

T ype of flow
(amounts in

USD)
%

Sign a tu r e Bon u s 2 7 2 ,2 00,000 8 9 .9 3 %

Sa les of seism ic da ta 4 ,4 7 3 ,1 7 2 1 .4 8 %

Tr a in in g pr ojects 1 ,9 8 4 ,5 4 2 0.6 6 %

Sh a r es tr an sfer s 3 ,8 8 2 ,6 7 7 1 .2 8 %

Licen se Fees 1 ,1 4 3 ,9 08 0.3 8 %

Con cession a l r en ta l 3 ,9 5 4 ,7 9 4 1 .3 1 %

Fa r m in g Ou t 1 ,5 00,000 0.5 0%

Tr a n sfer fees 1 ,4 2 9 ,5 4 8 0.4 7 %

Socia l pr ojects 5 5 5 ,2 8 6 0.1 8 %

A pplica tion to expor t sa m ples 4 0,000 0.01 %

Ba selin e stu dies 1 ,9 6 6 ,2 00 0.6 5 %

A pplica tion fees 1 ,9 8 0,000 0.6 5 %

Oth er s 1 ,09 4 ,9 5 8 0.3 6 %

A ccr u ed in ter est 6 ,4 8 7 ,9 4 7 2 .1 4 %

T ot al 302,693,032

5 Production Sharing
Contracts:

 Block 1 (2005 & 2015)
 Block 2 (2006)
 Block 3 (2006)
 Block 4 (2006)
 Block 5 (2012)
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Overview and Importance of the Oil Sector

The hydrocarbons in Sao Tomé and Príncipe’s history started when STP was still a Portuguese colony.
Ball & Collins, an Anglo-American company celebrated a contract in order to obtain a concession for
oil exploration in 1974. However, this agreement was abandoned when the country declared its
independence in 1975.

During the 80s/90s a few initiatives were undertaken to begin oil exploration, with the company
Island Oil Corporation having been attributed an exploration license. However, fundamentally due to
economic factors, this company did not produce the expected ramp-up effect in STP’s oil sector.

Subsequently, on February 21, 2001, the Federal Republic of Nigeria and the Democratic Republic of
São Tomé and Príncipe signed a Treaty on the Joint Development of Oil Resources and Others,
existing in the Exclusive Economic Zones of the two states, through the Joint Development Authority
(JDA) with headquarters in Abuja. This treaty defined the sharing formula, 60% for Nigeria and 40%
for São Tomé and Príncipe, of the benefits and obligations arising from the development activities
carried out in the JDZ.

By the end of 2009 São Tomé and Príncipe has also established an Exclusive Economic Zone to
explore hydrocarbons.

São Tomé and Príncipe’s extractive industry has been focused on the results that may come to be
generated by the oil sector, being simultaneously focused on the underexplored fisheries potential (in
terms of its management, control and exploration, both in the EEZ and the JDZ). The oil industry’s
contribution to the tax system and to the tax revenue collection has been insignificant given the
production inactivity both in the EEZ and in the JDZ. As previously mentioned, no oil production data
is, as yet, available.

Legal Framework

We note that the legislature has, over the last 10 years, been developing a set of rules that aim to
legally frame the extractive sector in São Tomé and Príncipe whilst simultaneously making it more
attractive. The situation mentioned above is mirrored in the main regulations governing the legal
framework of the extractive activities, namely in the oil sector, and that are detailed in Chapter 2.4,
which are:

(i) Law 8/2004 – Framework-Law governing Oil Revenues
(ii) Law 15/2005 – Law governing Oil Sector Taxation
(iii) Law 16/2009 – Framework-Law governing Oil Operations
(iv) Decree-Law 5/2004 – Establishes the National Petroleum Agency
(v) Decree-Law 7/2014 –Approves the National Petroleum Agency’s new Statutes

The above legislation is complemented by the following norms: the Abuja Declaration on the
Transparency and Good Governance of the Joint Development Zone and by Decree 57/2009 –
Organization of the Exclusive Economic Zone of São Tomé and Príncipe in the blocks and exploration
zones.

During the creation and development process of each Zone (Joint and Exclusive) and over the past 11
years (2003-2014) studies were also prepared allowing for a better understanding of the conceptual
and institutional bases of each Zone, such studies being the documents “Strategy of the Oil Sector in
São Tomé and Príncipe” and “Issues Related to the Scope of the Joint Development Zone Report for
the Extractive Industries Transparency Initiative (draft version)”.

Despite the legal framework is aligned with some of the commonly accepted practices practiced in the
oil sector, from the tax perspective, for example, there may be leeway for making the country more
attractive for foreign investors, thereby enhancing the country’s competitiveness. In Chapter 7.1 -
improvement opportunities, we list our suggestions for reform, restructuring and new frameworks
that may be adopted in São Tomé and Príncipe.
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Oil Revenue Allocation

All the oil revenues are recorded in the National Oil Account, obeying the specific account movement

rules set by Law 8/2004 – Framework-Law governing Oil Revenues (see Annex II). This aspect is

better developed in Chapter 6.

As a result of the workshop presenting the First EITI Report on São Tomé and Príncipe in May 2015

and considering the subsequent fieldwork carried out, we noted that although the revenue from the

extractive industries is managed according to Law 8/2004 – Framework-Law governing Oil Revenues,

its respective segregation, for purposes of the State Budget, is not explicitly documented so as to

demonstrate compliance with the revenue allocation criteria. The foregoing information is based on

data provided by the Treasury and Budget Directorates.

In all Production Sharing Contracts the State of São Tomé and Príncipe is attributed a holding of

between 10% and 15% (as can be seen in Table 10.1 of Chapter 2.4.1) and, according to the information

received, solely the NPA monitors these holdings. Despite the, as yet, insignificant volume of activity

in the EEZ, we suggest, as evidenced in Chapter 7 – Improvement Opportunities, that the control over

these investments should also be directly exercised by a competent body under the purview of the

Ministry of Finance and Public Administration.

License Granting Process

The NPA-STP is the STP entity managing the auction and license granting process on the STP
Government’s behalf. This institution requests bid proposals for oil contracts through public
advertisements placed in the national and international media, including those media typically used in
the oil and gas industries.

The STP Government may celebrate oil contracts directly with companies when these are considered
matters of public interest and subject to compliance with Article 21 of Law 16/2009, in the following
situations:

 After a public auction with no oil contract being granted due to lack of proposals;

 After a public auction with no oil contract being granted due, in the Government’s opinion, to

the proposals received not satisfying the adjudication criteria established.

A request for an oil contract must include proposals in respect of the:

 Minimum work program;

 Health, security and wellbeing of persons involved or affected by the oil operations;

 Environmental protection, prevention, minimization and mitigation of pollution effects, as

well as of other environmental damages that may arise from the oil operations;

 Preferential hiring and training of São Tomé and Príncipe nationals for the oil operations;

 Acquisition of goods and services from persons resident in STP.

The requests are submitted in sealed envelopes in the Portuguese language or, if in another language,
must be accompanied by an official translation.

First License Auction

The STP government launched the First Auction of the EEZ blocks on March 2, 2010, in a ceremony
occurring simultaneously in São Tomé and Príncipe and in London. September 15 was the official
deadline for proposal submissions. However, this deadline was extended to November 15, 2010 so as
to attract more investors to the respective auction.
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During the First Auction, six companies manifested their interest in investing in the EEZ blocks,
namely AFEX Global, Oranto Petroleum STP, Lda., Overt Energy, Force Petroleum, the Gemma
Group and O.G. Engineering. The Guidelines for Investors were published and disclosed. Each
company participating paid a registration fee of USD 25,000. Since only four of the six companies
participated in the auction, the revenue collected by the NPA-STP amounted to USD 100,000.

To guarantee the transparent evaluation of the proposals submitted, an Evaluation Committee was
created by Order 1/2010 of the Executive Directorate, duly ratified by the Minister of Public Works
and Natural Resources. This Committee is responsible for evaluating and classifying the competing
companies in function of the proposals submitted for the respective blocks and according to the
evaluation criteria.

This NPA-STP Evaluation Committee was assisted by an expert advisor who travelled to STP
exclusively for the purpose.

The evaluation criteria applied to the proposals involved four appendices duly structured and framed
in accordance with the auction’s terms of reference, namely financial information and company
profile, technical information, commercial information, and HSE information (Hygiene, Safety and
Environment). The matrix for its preparation took as a reference the evaluation criteria considered for
Mozambique (for greater detail see Chapter 2.4.1.2). The amounts of the signature bonuses are
presented in Table 9.

Independent Reconciliation Work

In order to prepare the 2014 report, the operators involved in the STP-EEZ were identified and,
according to information provided by the National Petroleum Agency of São Tomé and Príncipe (NPA-
STP), these extractive companies paid the following amounts, which were subject to confirmation in
our report:

Table 1: Amounts paid by operators in the EEZ in the year 2014 (Amounts in

USD)

As deliberated by the National Committee on July 31, 2015, all payments occurring in the EEZ in 2014
were considered material for purposes of the Second EITI Report of STP.

The results of the information obtained allow us to conclude that:

a) The response rate achieved was 100%;

b) In financial 2014 there were no payments related to signature bonuses or registration fees;

c) Stapet became a new operator, having acquired an onshore prospection license. In order
to materialize this acquisition, Stapet paid USD 10,000 to STP’s National Oil Account, in
respect of the prospection license fee, and USD 8,000 to STP’s National Petroleum Agency, in
respect of the administration fee;

d) Sinoangol paid USD 100,000 to STP’s National Oil Account, in respect of the transfer fee
on the cession of 30% of its contractual position in Block 2 to Sonangol;

e) The STP National Petroleum Agency and the STP Agriculture and Fisheries Directorate
assigned human resources to prospection activities carried out by Oranto Petroleum STP,

Extractive

Company

Prospection

license fees

A dministration

fees
Transfer Fees

Other

Payments

Social

Projects

Education

Scholarships
T otal

Equ a tor 0 0 0 0 5 2 6 ,6 8 1 1 5 7 ,02 4 683,705

Or an to 0 0 0 3 6 ,000 4 00,000 4 2 ,3 01 478,301

Sin oan g ol 0 0 1 00,000 0 0 0 100,000

Sta pet 1 0,000 8 ,000 0 0 0 0 18,000

T ot a l 2014 10,000 8,000 100,000 36,000 926,681 199,325 1,280,006
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Lda., in Block 3, in 2014. For these services, an amount of USD 36,000 was agreed to. STP’s
National Petroleum Agency received the full amount and transferred USD 12,000 to STP’s
Agriculture and Fisheries Directorate, in settlement of this entity’s contribution;

f) Of the total amount declared of USD 926,681 related to Social Projects (Oranto
Petroleum STP, Lda. in the amount of USD 526,681 and Equator in the amount of USD
400,000), only USD 526,681 was executed in 2014, with the acquisition of eight school
buses. The remaining amount of USD 400,000 was allocated to the construction of three
kindergartens and four homes for the elderly in the Autonomous Region of Príncipe, which
construction only began in 2015 and that is currently underway;

g) The amount of USD 199,325, paid by Equator (USD 157,024) and by Oranto (USD 42,301) in
the scope of the scholarships was related to NPA staff training.

Given that in 2014 there were no cash flows or activities in the JDZ of Nigeria/STP, the
amounts received by the NOA were entirely related to revenue from the STP - EEZ operators.

Based on (i) the First EITI Report covering 2003-2013; and (ii) on information gained through the
confirmation process for financial year 2014 performed with oil operators and the CBSTP, the
movements accumulated in the NOA between 2003 and December 31, 2014, are as follows:

Table 2: National Oil Account (NOA) Movements (Amounts in USD)

Date Description Flow to/from NOA 's Inflow
NOA 's

Outflows

1 7 -07 -2 0 05 1 st Bon u s JDA 3 7 ,7 6 4 ,9 9 7 0

1 7 -07 -2 0 05 Ex pen ses Ex pen ses 0 -5 0

1 9 -07 -2 0 05 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -1 3 ,000,00 0

01 -1 2 -2 005 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -1 ,7 00,00 0

2 6 -05 -2 006 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -1 5 ,6 00,00 0

3 1 -05 -2 0 07 2 r d Bon u s JDA 1 3 ,6 00,0 00 0

2 1 -06 -2 0 07 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -8 ,000,00 0

02 -09 -2 007 In ter est (JDA ) JDA 2 ,3 9 3 ,8 8 7 0

2 9 -1 0-2 0 07 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -2 ,3 00,00 0

1 4 -07 -2 0 08 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -3 ,000,00 0

03 -04 -2 009 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -2 ,4 00,00 0

2 4 -09 -2 01 0 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -1 ,9 5 5 ,2 7 1

2 9 -03 -2 01 1 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -1 ,5 6 7 ,1 4 7

3 0 -1 2 -2 0 1 1 3 r d Bon u s Or a n to 2 ,000,0 00 0

05 -03 -2 01 2 Ex pen ses Ex pen ses 0 -2 8

05 -03 -2 01 2 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -1 ,2 5 4 ,00 0

08 -05 -2 01 2 4 th Bon u s Equ a tor 2 ,000,0 00 0

04 -04 -2 01 3 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -1 ,8 05 ,1 2 4

2 4 -1 2 -2 0 1 3 5 th Bon u s Sin oa n g ol 5 ,000,0 00 0

3 1 -01 -2 01 4 Gov er n m en t 's A n n u a l Bu dg et STP Gov er n m en t 0 -2 ,4 4 7 ,2 9 7

08 -08 -2 01 4 Pr ospect ion A u tor iza tion Ra te STA PET 1 0,00 0 0

2 8 -1 0-2 0 1 4 Con tr a tu a l Position Con cession Ra te Sin oa n g ol 1 00,00 0 0

T ot a l 62,868,884 -55,028,917

Liqu id Effect of En tr a n ces a n d Ex its of NOA 7 ,8 3 9 ,9 6 7

In ter ests u n t il 3 1 of Decem ber 2 01 3 2 ,06 0,00 0

In ter ests 2 01 4 4 ,1 0 4

NOA 's Ba la n ce a t 31 Decem ber 2014 9,904,071



Second EITI Report São Tomé and Príncipe
December 31, 2014 PwC 14 of 221

51,364,997

9,110,000

Source of National Oil Account Revenue
(Amounts in USD)

JDA EEZ

Although in 2014 there were no cash inflows from operations and/or activities in the JDZ to the NOA,

the accumulated receipts (2003-2014) are related to signature bonuses received from the JDA, as

shown in the following chart.

Chart 1 - Total cash inflows in the National Oil Account (EEZ and JDA) in USD

The following table summarizes the amounts transferred from the National Oil Account to São Tomé

and Príncipe’s Treasury Directorate-General to fund the STP State Budget.

Table 3: Details of amounts transferred by the CBSTP to STP's Ministry of

Finance (Amounts in USD)

According to Article 8 of Law 8/2004 – Framework-Law governing Oil Revenues, for each year from
2006 and up to the end of the first year following that of the start of production, a maximum amount
equivalent to 20% of the National Oil Accounts’ balance at the end of each year may be transferred to
São Tomé and Príncipe’s State Budget. The table below provides evidence on the compliance with the
Framework-Law governing Oil Revenues, in financial years 2014 and 2015.

Year CBST P
T reasury

Directorate
Difference

2 003 0 0 0

2 004 0 0 0

2 005 1 4 ,7 00,000 1 4 ,7 00,000 0

2 006 1 5 ,6 00,000 1 5 ,6 00,000 0

2 007 1 0,3 00,000 1 0,3 00,000 0

2 008 3 ,000,000 3 ,000,000 0

2 009 2 ,4 00,000 2 ,4 00,000 0

2 01 0 1 ,9 5 5 ,2 7 1 1 ,9 5 5 ,2 7 1 0

2 01 1 1 ,5 6 7 ,1 4 7 1 ,5 6 7 ,1 4 7 0

2 01 2 1 ,2 5 4 ,02 8 1 ,2 5 4 ,02 8 0

2 01 3 1 ,8 05 ,1 2 4 1 ,8 05 ,1 2 4 0

2 01 4 2 ,4 4 7 ,2 9 7 2 ,4 4 7 ,2 9 7 0

T ot a l 55,028,867 55,028,867 0

The graph shows the total
amounts received in the
National Oil Account of São
Tomé and Príncipe. Of the
total amount in the NOA
(approximately USD 60.5
million), 84.9% of flows
occurred via the JDA and the
remaining 15.1% via receipts
from the EEZ operators.
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Table 4: Amounts transferred from the NOA to STP's State Budget (Amounts in

USD)

As mentioned above, the amounts transferred to the National Oil Account from the JDA amounted to
USD 51,365 thousand.

Flow's Nature A mount

Liqu id Effect of en tr a n ces a n d ex its of NOA a s a t 3 1 Decem ber 2 01 3 1 0,1 7 7 ,2 6 4 [A ]

A cu m u la ted In ter ests 2 ,06 0,000

NOA 's Ba la n ce a s a t 3 1 Decem ber of 2 01 3 1 2 ,2 3 7 ,2 6 4

Tr a n sfer to Sta te Bu dg et 2 01 4 a s a t 3 1 Ja n u a r y 2 01 4 2 ,4 4 7 ,2 9 7 [B ]

% of T ra nsfers t o 2013 St a t e Bu dget ov er t h e t ot al ba la nce of

NOA a t 31 Decem ber 2013
20%

Liqu id Effect of En tr a n ces a n d Tr a n sfer s fr om NOA a t 3 1 Decem ber

2 01 4
7 ,8 3 9 ,9 6 7

[C ] = [A ] - [B ]

In ter ests u n til 3 1 Decem ber of 2 01 3 2 ,06 0,000 [D ]

Oth er effects pr ior to 2 01 4 2 00 [E]

In ter ests 2 01 4 4 ,1 04 [F ]

NOA 's Ba la n ce a s a t 3 1 Decem ber 2 01 4 9 ,9 04 ,2 7 1 [G] = [C ] + [D ] + [E] + [F ]

Tr a n sfer to NOA 2 01 5 a t 2 9 of Ma y 2 01 5 1 ,9 8 0,5 7 5 [H] = [G] X 2 0 %

% of T ra nsfers t o 2014 St a t e Bu dget ov er t h e t ot a l bala n ce of

NOA a t 31 Decem ber 2014
20%
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According to the First EITI Report of STP and to information received from the JDA for purposes of
the Second EITI Report of STP, this entity’s annual budget from 2003 through 2014 totaled USD
129,119,420, i.e., its budget corresponds to 43% of the total volume of the oil revenue generated in the
JDZ. Details of the annual budget, per year, are presented in the following table:

Table 5: The JDA's annual budget (Amounts in USD)

Considering the above JDA budget amounts, São Tomé and Príncipe’s contribution to the Joint
Development Authority’s budget for 2004 through 2014 should be equivalent to 40% of the JDA’s
total budget. Consequently, Nigeria’s contribution should be USD 66,761,527 (60% of the total
budget), and STP’s contribution should amount to USD 41,892,035. The details, by year, are
presented in the table below:

Table 6: The JDA's annual budget - Nigeria and STP's contribution to JDA's

budget, by year (Amounts in USD)

The JDA’s mission is to manage the Joint Development Zone resources in accordance with the Joint
Treaty between Nigeria and STP. Hence and according (i) to the First EITI Report of STP for 2003-
2013 and (ii) the JDA’s information in respect of 2014, this entity’s budget has been fully borne by
Nigeria since 2008. Furthermore, we were informed by the JDA that STP’s contribution would be

Year JDA 's A pproved Budget
Oil Extractive Operators

Contribution

Government

Contributions (Nigeria

and ST P)

2 003 0 0 0

2 004 1 0,1 2 1 ,000 0 1 0,1 2 1 ,000

2 005 6 ,000,000 0 6 ,000,000

2 006 1 4 ,09 7 ,5 5 9 0 1 4 ,09 7 ,5 5 9

2 007 1 3 ,000,000 5 ,2 5 0,000 7 ,7 5 0,000

2 008 1 5 ,3 2 7 ,9 9 9 7 ,3 9 8 ,08 3 7 ,9 2 9 ,9 1 6

2 009 1 6 ,8 07 ,07 3 2 ,7 05 ,1 7 4 1 4 ,04 1 ,9 00

2 01 0 8 ,000,000 0 8 ,000,000

2 01 1 1 2 ,000,000 8 ,9 7 6 ,07 9 3 ,02 3 ,9 2 1

2 01 2 1 2 ,000,000 0 1 2 ,000,000

2 01 3 9 ,5 00,000 0 9 ,5 00,000

2 01 4 1 2 ,2 6 5 ,7 8 9 0 1 2 ,2 6 5 ,7 8 9

T ot a l 129,119,420 24,329,336 104,730,086

\

Total Governments

Contribution

(Nigéria & STP)

Nigeria's

Contribution (60%)

STP's Contribution

(40%)

2 003 0 0 0

2 004 1 0,1 2 1 ,000 6 ,07 2 ,6 00 4 ,04 8 ,4 00

2 005 6 ,000,000 3 ,6 00,000 2 ,4 00,000

2 006 1 4 ,09 7 ,5 5 9 8 ,4 5 8 ,5 3 5 5 ,6 3 9 ,02 4

2 007 7 ,7 5 0,000 4 ,6 5 0,000 3 ,1 00,000

T ot a l u nt il 2007 37,968,559 22,781,135 15,187,424

2 008 7 ,9 2 9 ,9 1 7 4 ,7 5 7 ,9 5 0 3 ,1 7 1 ,9 6 7

2 009 1 4 ,04 1 ,9 00 8 ,4 2 5 ,1 4 0 5 ,6 1 6 ,7 6 0

2 01 0 8 ,000,000 4 ,8 00,000 3 ,2 00,000

2 01 1 3 ,02 3 ,9 2 1 1 ,81 4 ,3 5 3 1 ,2 09 ,5 6 8

2 01 2 1 2 ,000,000 7 ,2 00,000 4 ,8 00,000

2 01 3 9 ,5 00,000 5 ,7 00,000 3 ,8 00,000

2 01 4 1 2 ,2 6 5 ,7 89 7 ,3 5 9 ,4 7 4 4 ,9 06 ,3 1 6

T ot a l 2008/2014 66,761,527 40,056,917 26,704,611

JDA 's t ot al Bu dget 104,730,086 62,838,052 41,892,035
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deducted from the first oil revenue, which is predicted to occur in Block 1 in a 24 month period
following the signature of the production sharing contract signed with the new operator selected at the
end of the first half of 2015 (Equator Hydrocarbon).

STP has so far only contributed with USD 15,000,000 of the USD 41,892,035 due, as referred to in
Chapter 6.3.1. Hence, STP is indebted to Nigeria in approximately USD 27 million. This amount has
not been considered in STP’s State Budget.

Additionally, on Chapter 7, we evidenced the follow-up of the Recommendations made on the 1st EITI
report of Sao Tome and Príncipe.

Social Projects and Scholarships

The National Petroleum Agency of São Tomé and Príncipe whilst regulator of the oil sector in the EEZ
and entity responsible for managing the Production Sharing Contracts (PSC) has as its function to
coordinate the implementation process of the Social Projects falling within the scope of these
contracts. Regarding the JDZ, the responsibility for the control over the Social Projects’ execution
rests with the JDA. According to the JDA’s response, no Social Projects were executed in 2014. This
situation is in line with the inactivity in the JDZ in the year 2014.

In 2014, of the amount of USD 2,025,000 budgeted for Social Project execution in the EEZ, only USD
526,681 were executed with the acquisition of eight school buses. Considering the reduced execution,
in 2014, of the funds contractually set aside for Social Projects, at December 31, 2014 there is an
amount of USD 1,698,319 to be executed in subsequent years. In 2015, the construction of three
kindergartens and four social homes for the elderly in the Autonomous Region of Príncipe has begun,
in the amount of USD 400,000.

Table 7: Evolution of Social Project obligations (Amounts in USD)

Regarding Scholarships, in 2014 only USD 199,350 were executed, said amount having been used to
provide training for the NPA’s staff. As deliberated by the NPA’s Board of Directors, 45% of the
scholarship amounts contracted are to be used for the NPA’s staff training and 55% for specific
programs developed by the GRDSTP. Considering the reduced execution of the contractually defined
scholarship funding, at December 31, 2014 an amount of USD 589,650 is still pending execution.

Table 8: Scholarships committed and not executed by December 31, 2014

(Amounts in USD)

Development of Social Projects A mount

Socia l Pr ojects du e in 2 01 2 in a ccor da n ce w ith con tr a cts 4 00,000

Socia l Pr ojects Ex ecu ted in 2 01 2 0

Rem a inin g ba la nce t o execu t e in 31/12/2012 400,000

Socia l Pr ojects du e in 2 01 3 in a ccor da n ce w ith con tr a cts 6 00,000

Socia l Pr ojects Ex ecu ted in 2 01 3 0

Rem a inin g ba la nce t o execu t e in 31/12/2013 1,000,000

Socia l Pr ojects du e in 2 01 4 in a ccor da n ce w ith con tr a cts 1 ,2 2 5 ,000

Socia l Pr ojects Ex ecu ted in 2 01 4 -5 2 6 ,6 8 1

Rem a inin g ba la nce t o execu t e in 31/12/2014 1,698,319

Scholarships A t 31/12/2014

A m ou n t n ot A ssig n ed - GRDSTP 5 2 2 ,5 00

A m ou n t n ot A ssig n ed - NPA 6 7 ,1 7 5

A m ou nt not A ssigned 589,675
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See Chapter 6.6 of this report for additional detailed information on the execution of Social Projects
and Scholarships.

According to the findings of the First EITI Report of STP and as also verified in financial year 2014,
social contributions deriving from contracts celebrated are not registered in any institution or official
document, being solely under the control of the NPA-STP. Thus, and considering the audition of Civil
Society, namely through its representatives via the FONG-STP and the Autonomous Region of
Príncipe’s representative we realized that this process needs improvement in terms of its
management, disclosure/dissemination and implementation control.

Contracts disclosure policy

In accordance with Article 65 of the Law 16/2009 there is a legal obligation about transparency and
publicity of oil operations contracts.

The contracts established by the STP Government in the EEZ are all filed in the Records and Public
Information Office (GRIP), all being open to public consultation through the mechanisms established
for the purpose. During the realization of the work carried out, as Independent Administrator, we
consulted the signed agreements available at the GRIP. A brief summary of all PSC (License, dates,
bonus amount, blocks size and location) is presented on table 9 and 10.

Financial information reliability

The information gathered by the Independent Administrator in the scope work carried out was subject
to confidentiality agreements; consequently, the information herein disclosed is solely and strictly that
necessary to fully understand the EITI Report of STP.

During the work realized we found that São Tomé and Príncipe is in the phase of preparing
regulations aimed at creating a Professional Order of Accounts’ Controllers which goal is the issue of
regulations and auditing standards that provide a framework for the audit profession and the future
requirement that companies present, on an annual basis, audited financial statements.

We found that of the group of companies analyzed, as defined in Chapter 4.1, audit reports are only
available from a group prospective or from the parent holding company perspective and, the reason
for this, based on the inquiries made, is that businesses in São Tomé and Príncipe, in 2014, have not
undertaken materially significant operations.
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2. The EITI background and the
Extractive Industry in São Tomé
and Príncipe

The information presented in this chapter was
provided by the São Tomé and Príncipe EITI
National Committee in collaboration with the
National Petroleum Agency and the Joint
Development Authority.

The Independent Administrator did not develop
audit procedures to validate the completeness
and accuracy of the information presented in
this chapter.
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2.1 The EITI Global Vision

The EITI was established in 2002 and constitutes an alliance of governments, 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 the premise that good governance in the exploration of oil, gas and mineral
resources can generate the bases to foster growth and reduce poverty in the countries in question. In
summary, the EITI fosters 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 that a
global standard is uniformly maintained in the different executing countries. Although the EITI
Council and the International Secretariat are the guardians of said methodology, the implementation
itself, is, however, the responsibility of each individual country.

2.2 The EITI General Benefits

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

Companies benefit with improvements in the investment and business transparency climate, engaging
in a constructive manner with citizens and civil society, in an environment where all companies are
required to disclose the same information.

Citizens and civil society benefit from the availability of reliable information on the sector and from a
platform that involves the different parties involved, and through which it is easier to hold the
government and companies accountable.

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

2. The EITI background and
the Extractive Industry in
São Tomé and Príncipe (Source:

NPA-STP, JDA, EITI and GRIP)
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$200 million were conducted
to the country’s economy
through the Highly
Indebted Poor Countries
(HIPC) program, in order to
reduce the current $300
million in debt.

Sao Tome and Principe also
integrated the 3-year length
IMF Poverty Reduction
and Growth Facility
(PRGF) program which
amounts to $4.3 million.

2.3 São Tomé and Príncipe and the EITI

Source: CIA WorldFactbook

São Tomé and Príncipe was discovered by Portugal in the
late 15th century and is a small country located in the
Guinea’s Gulf on the equatorial line, which is characterized
by a very limited arable area, that corresponds to only 9,5%
of the archipelago’s surface. The cocoa’s and the coffee’s
cultivation have been developed in the most fertile lands of
the country. With the National Independence Proclamation,
the M.L.S.T.P. (Movimento de Libertação de São Tomé e
Príncipe – Social-Democratic Party) was trusted with the
responsibility of assuming the São Tomé and Príncipe State
Government with the main objective of ensuring the
national independence and unification, along with the
construction of a Democratic State.

The economy is mainly based on the cocoa production.
However, recently this production has declined due to dry
land and economic disruption. The country relies heavily on
import of goods such as fuels and food, which makes it
vulnerable to global commodities fluctuation prices.

See additional information about the country on appendix VI

2.3.1 The EITI Historical Background in São Tomé and Príncipe

The Government established the EITI National Committee to lead the EITI implementation in São
Tomé and Príncipe. According to Order 8/2012, the Government of the Democratic Republic of São
Tomé and Príncipe considers that the EITI “promotes the publication of State revenues generated via
extractive companies’ payments to States, with the ultimate purpose of promoting transparency in
respect of the revenues that the governments receive from these companies”. The EITI National
Committee (MSG) is composed of a group of partners representing civil society, extractive companies
and the Government of the Democratic Republic of São Tomé and Príncipe. Additionally, the EITI
National Committee is supported by a Permanent Secretary that is responsible for developing the EITI
activities in São Tomé and Príncipe.

The first application by São Tomé and Príncipe was accepted at the Accra Meeting on February 22,
2008. On April 15, 2010, the EITI International Directive Council rejected São Tomé and Príncipe’s
request for the voluntary suspension of its membership application and decided to remove the country
from the list of candidates. The main obstacle to the consummation/acceptance of the application was
related to the difficulty of implementing the initiative in the Joint Development Zone with Nigeria.

Subsequently, on May 10, 2012, São Tomé and Príncipe formulated a new application to the EITI, the
country having been admitted as a candidate on October 26, 2012. As a result of the membership
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application, and in accordance with the EITI Standard and the associated transition regime, the
country was obliged to publish its First EITI Report by October 26, 2014. However, the First EITI
Report was only published on December 2, 2014, due to the wide temporal spectrum covered by said
report.

During 2014 and 2015, and up to the present date, the MSG, through its Permanent Secretary,
promoted several dissemination actions with the First EITI Report to the Country’s sovereign bodies
and Civil Society in general. These dissemination actions culminated with (i) the realization of
workshops, namely on May 12, 2015, (ii) the presentation of the first report to the National Assembly
on May 14, 2015, with this initiative being disclosed in the STP media, as well as in that of the
Portuguese-speaking countries and (iii) the public presentation of the first report to Civil Society on
the island of Príncipe and in São Tomé.

In July 2015, and following the EITI dissemination process in São Tomé and Príncipe, the EITI
communication strategy was approved by the MSG. The communication strategy (see Annex V) was
based on the fieldwork carried out by an external consultant who in addition to having met and heard
all the EITI-STP members, helped define the most effective communication means to disseminate the
EITI outputs.

2.3.2 The EITI-STP objectives and mission

The principle and base objective of the EITI-STP, which has been continually reinforced and
communicated, as referred above, is to support the effective management of the oil sector by
strengthening and structuring the respective legal and institutional framework for greater
transparency in revenue management.

To achieve this ample objective, the EITI-STP has set specific objectives that may be systematized as
follows:

 Establishment of a regular dialogue with the National Petroleum Agency (NPA-STP) on
matters relating to the oil sector’s management and support of initiatives undertaken by the
NPA-STP related to the reinforcement of the STP oil sector’s legal and institutional
framework;

 Disclosure and publication of contextual information on the oil sector and reconciliation of
payments made by the extractive companies to the governments involved, in annually
produced reports;

 Monitoring of the transparency and optimization of oil revenue utilization in São Tomé and
Príncipe;

 Production, publication and dissemination of the EITI Reports on the Transparency of the
Extractive sector.

The mission of the EITI-STP is the publication and dissemination of information that is relevant, with
practical use, reliable, accessible and understandable by all the stakeholders in the process, especially,
Civil Society.

2.3.3 The EITI-STP - Members

A group comprising representatives of the Government, Companies and Civil Society was formed to
oversee the EITI Report preparation process, in order to put in practice the above objectives.
Furthermore, this group is responsible for communicating the EITI Report findings and for promoting
the integration of the EITI in the general transparency procedures of the country.
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The EITI in São Tomé and Príncipe is composed of the following members:

The EITI –STP has met regularly since its inception. So far, sixteen meeting have taken place and the
work has been coordinated by its Permanent Secretary.

Further information on the EITI-STP and on its Secretariat can be obtained at http://eiti.org/sao-
tome-and-principe

2.3.4 The role of other institutions of São Tomé and Príncipe in the promotion of
Transparency

In addition to the outlined dissemination actions undertaken by the EITI-STP to increase the
transparency of all the financial flows and other matters related to the extractive sector in São Tomé
and Príncipe, other institutions have also undertaken communication and debate actions to foster
clarification vis-à-vis Civil Society. An example of this key role was the clarification seminars
performed by GRIP - Records and Public Information Office - on the oil sector.

The seminars realized by the GRIP, both in the Autonomous Region of Príncipe and in the Caué
District, can be viewed in GRIP’s website (www.grip.st) and are directly accessible through the
following links:

 First clarification seminar on the oil sector in the Caué district

http://www.grip.st/?cntnr_glvideo=glvideogly&idev=1&id=1&video=1PrgGRIP.flv&evento=1%BA%2
0Semin%E1rio%20de%20Esclarecimento%20Sobre%20o%20Dossier%20Petr%F3leo%20no%20Dist
rito%20de%20Cau%E9

 Second clarification seminar on the oil sector in the Autonomous Region of Príncipe

http://www.grip.st/?cntnr_glvideo=glvideogly&idev=2&id=2&video=2PrgGRIP.flv&evento=2%BA%
20Semin%E1rio%20de%20Esclarecimento%20Sobre%20o%20Dossier%20Petr%F3leo%20na%20Re
gi%E3o%20Aut%F3noma%20do%20Pr%EDncipe

In addition to the clarification seminars on the oil sector, even the celebration of the contracts has
been made public. An example of this is the contract celebrated with Equator, which can be found at:

Government

Min ister of Fin a n ce (Pr esiden t)

Tr ea su r y Depa r tm en t

Na t ion a l Petr oleu m A g en cy of Sã o Tom é e Pr ín cipe

Reg ion a l Gov er n m en t of Pr in cipe

STP's Na tion a l Ra dio

Civil Society

STP's Non -Gov er n m en ta l Or g a n isa t ion s

NGO WEBETO

Wom en la w y er s' a ssocia t ion of STP

Ch a m ber of com m er ce, in du str y a n d ser v ices

Oil companies

Or a n to Petr oleu m STP Lda .
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http://www.grip.st/?cntnr_glvideo=glvideogly&idev=3&id=3&video=acord20120418.flv&evento=Ass
inatura%20de%20Acordo%20com%20Equator%20e%20Oranto%202012

Of note, too, is the fact that every citizen can apply directly to the GRIP for access to information on

the oil sector documents mentioned above, or to any other type of public nature information, needing,

for the purpose, merely to register in advance with the GRIP.

2.4 Overview of the oil industry in São Tomé and Príncipe: Exclusive
Economic Zone and Joint Development Zone with Nigeria

2.4.1 Exclusive Economic Zone

2.4.1.1 Historical background of the Exclusive Economic Zone

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

During the 80s/90s some initiatives to begin oil exploration had been undertaken and a license had
been granted to the company Island Oil Corporation. However, and due fundamentally to economic
factors, this did not produce the desired effects in terms of ramping-up the industry.

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

São Tomé and Príncipe had also established an Exclusive Economic Zone for hydrocarbon exploration
by the end of the year of 2009.

2.4.1.2 Overview of the activities in the Exclusive Economic Zone (EEZ)

The STP economy and society in general, in respect of the extractive sector, have been mainly oriented
to the results that may arise from the oil sector. However, focus has also been placed on the potential
of the underexplored fishery resources both in the EEZ and in the JDZ (management, control and
exploration).

The oil industry's contribution to the tax system and to the tax revenue’s collection has been virtually
incipient over the years, given the lack of production activities both in the EEZ and in the JDZ.

The NPA-STP was founded on June 30, 2004, by Decree-Law 5/2004 and, on April 25, 2014 was
subject to amendments through Decree-Law 27/2014. This public entity is responsible for the
regulation, contracting and supervision of the hydrocarbon industry activities in the Exclusive
Economic Zone (EEZ).

According to the information presented below, provided by the NPA-STP, from 1999 through 2005,
two companies (Exxon and PGS) acquired 16,752 km of 2D seismic data in the EEZ, which total area is
125,891 km2.

Based on the seismic research referred to above, 19 blocks were delineated and distributed into 3
areas by Decree-Law 57/2009:

Zone A: 6 blocks (no. 1 to 6)

Zone B: 7 blocks (no. 7 to 13)

Zone C: 6 blocks (no. 14 to 19)
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The Zone A blocks are in deep water and those of Zone B and C are in ultra-deep waters. The range of
the depth varies between 2000 and 3000 meters.

The NPA-STP, on the Government’s behalf, organized the first international public auction in 2010
and one direct negotiation in 2013. Prior to the opening of the first blocks’ bidding and under
agreements signed between the Government and the companies ERHC (1997) and PGS (2001), option
and preference rights over four blocks (two blocks for each company) were exercised by these
companies.

First License Auction

STP’s Government launched the First Auction of the EEZ blocks on March 2, 2010, in a ceremony held
simultaneously in London and in STP. September 15 was the initial deadline for the submission of
proposals. However, this deadline was extended to November 15, 2010 in order to attract more
investors to the respective auction.

During this First Auction, six companies revealed interest in the EEZ blocks, namely AFEX Global,
Oranto Petroleum, Overt Energy, Force Petroleum, the Gemma Group and O.G. Engineering. The
Guidelines for Investors were published and disclosed and each participating company had to pay an
application fee of USD25,000. Given that only four of these companies participated in the auction, the
revenue collection by the NPA-STP amounted to USD 100,000.

An Evaluation Committee, created to ensure that the companies’ proposals were organized and
evaluated in a transparent manner, came into existence through Order 1/2010 of the Executive
Directorate, duly ratified by the Minister of Public Works and Natural Resources. This Committee had
the function of evaluating and classifying the competing companies’ proposals for the blocks,
following the defined evaluation criteria.

This NPA-STP Evaluation Committee was assisted by an expert advisor who travelled to the country
exclusively for this purpose.

The evaluation criteria applied to the proposals involved four appendices duly structured and framed
in accordance with the auction’s reference terms, namely financial information and company profile,
technical information, commercial information, and HSE information (Hygiene, Safety and
Environment). The matrix for its preparation took as a reference the evaluation criteria considered for
Mozambique.

The evaluation criteria applied may be summarized as follows:

 Technical criterion – (this criterion essentially evaluates the compulsory work program, the
technical databases used in the proposal, the technical support level used, the training and
competence building of human resources and the HSE indicators) - see page 15 of the
Guideline for Investors document;

 Commercial criterion – (this criterion assesses the amount of the signature bonus, the
production bonus, the financial conditions proposed by the applicant and the projects to be
developed in São Tomé and Príncipe) - see page 15 of the Guideline for Investors document.

The evaluation criteria can be found in greater detail using the following links:

http://www.stp-eez.com/DownLoads/LR_Docs_Eng/Appendix_A_26Feb10.pdf

http://www.stp-eez.com/Application_Docs.htm

http://www.stp-eez.com/DownLoads/LR_Docs_Eng/LicAppGuide_01Mar10_English.pdf

The amounts of the signature bonuses associated with the EEZ contracts are presented in the

following table.
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Table 9: Signature Bonuses paid by the EEZ operators in STP (Amounts in
USD)

A total of six blocks were adjudicated between 2010 and 2014, for which four Production Sharing

Contracts have been signed and two are under negotiation.

During the execution of the independent reconciliation work, the Production Sharing Contracts for the

following blocks were made available: Block 2 (Sinoangol), Block 3 (Oranto), Block 5 (Equator) and

Block 11 (ERHC). These contracts, in accordance with the Production Sharing Contract Model, define

the specific areas of the respective blocks and the associated coordinates, these being highlighted in

Annex I of each of the Contracts.

In 2014, the NPA-STP granted an onshore exploration authorization to the Company STAPET and

signed a Production Sharing Agreement with ERHC for Block 11. In addition, ERHC has held

preferential rights over two oil blocks since 2001, under an agreement signed with the Democratic

Republic of São Tomé and Príncipe. In 2014, as shown in Table 10.1, the operator exercised its pre-

emptive rights, having retained a position in Block 11. With the signing of the contract, no signature

bonus liability arose given the previous agreement (see Table 25).

The agreement with ERHC can be found at the following link, available in the GRIP site.

http://www.grip.st/?cntnr_informac=informac&ficherselt=DT- 1 _ANP-STP.pdf

Operator/Year 2011 2012 2013 2014 Total

Equ a tor 0 2 ,00 0,000 0 0 2,000,000

Or an to 2 ,000,000 0 0 0 2,000,000

Sin oa n g ol 0 0 5 ,000,000 0 5,000,000

Tot a l 2,000,000 2,000,000 5,000,000 0 9,000,000
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See information on the blocks attributed and respective entities in the table below:

Table 10.1: Offshore EEZ Block Details

Zone Block
A rea

(Km^2)

T ype of

A uthorization
A djudication Process

Signature

Date

Effective

Date

A uthorization

Duration

(Years)

A 1 3 ,2 9 2

A 2 4 ,9 6 9
Sh a r ed Produ ction

Con tr a ct
Dir ect Neg ocia t ion 04 -1 0-2 01 3 2 2 -01 -2 01 4

Resea r ch 8

Pr odu ct ion : 2 0

A 3 4 ,2 2 8
Sh a r ed Produ ction

Con tr a ct
Block 's Biddin g 2 01 0 1 5 -1 0-2 01 1 05 -01 -2 01 2

Resea r ch 8

Pr odu ct ion : 2 0

A 4 5 ,8 09 n .a
A cqu ired Rig h ts in 2 1 -01 -

2 01 0

In

Neg otia tion
n .a n .a

A 5 2 ,8 4 4
Sh a r ed Produ ction

Con tr a ct

A cqu ired Rig h ts in 2 1 -01 -

2 01 0
1 8-04 -2 01 2 1 4 -05 -2 01 2

Resea r ch 8

Pr odu ct ion : 2 0

A 6 5 ,02 4

B 7 6 ,3 84

B 8 6 ,4 9 7

B 9

B 1 0

B 1 1 8 ,9 4 1
Sh a r ed Produ ction

Con tr a ct

A cqu ired Rig h ts in 2 1 -01 -

2 01 0
2 3 -07 -2 01 4 06 -08 -2 01 4

Resea r ch 8

Pr odu ct ion : 2 0

B 1 2 7 ,03 2 n .a
A cqu ired Rig h ts in 2 1 -01 -

2 01 0

In

Neg otia tion
n .a n .a

B 1 3 6 ,7 7 7

C 1 4

C 1 5

C 1 5

C 1 7

C 1 8

C 1 9

T ot a l Km ^2 125,891

Gen era l In form at ion

Not A ssig n ed

Not A ssig n ed

Not A ssig n ed

Not A ssig n ed

1 4 ,3 7 2
Not A ssig n ed

Not A ssig n ed

Not A ssig n ed

4 9 ,7 2 2

Not A ssig n ed

Not A ssig n ed

Not A ssig n ed

Not A ssig n ed

Not A ssig n ed

Not A ssig n ed
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Table 10.1: Offshore EEZ Block Details (continuation)

Zone Block
A rea

(Km^2)
Shareholders /Consortium % Shareholders/Consortium % Operator

A 1 3 ,2 9 2

A 2 4 ,9 6 9
Sin oa n g ol STP Bloco 2

Esta do STP

9 0%

1 0%

Sin oa n g ol STP Bloco 2

Son a n g ol

Esta do ST P

6 0%

3 0%

1 0%

Sin oa n g ol

A 3 4 ,2 2 8
Or a n to Petr oleu m ST P

Esta do STP

9 0%

1 0%

Or a n tu m Petr oleu m STP

Esta do ST P

9 0%

1 0%
Or a n to

A 4 5 ,8 09 ERHC En er g y , EEZ n .a ERHC En er g y , EEZ n .a n .a

A 5 2 ,8 4 4
Equ a tor Ex plor a tion s STP Bloco 5

Esta do STP

8 5 %

1 5 %

Equ a tor Ex plor a t ion s STP Bloco 5

Esta do ST P

8 5 %

1 5 %
Equ a tor

A 6 5 ,02 4

B 7 6 ,3 8 4

B 8 6 ,4 9 7

B 9

B 1 0

B 1 1 8 ,9 4 1
ERHC En er g y , EEZ

Esta do STP

8 5 %

1 5 %

ERHC En er g y , EEZ

Esta do ST P

8 5 %

1 5 %
ERHC

B 1 2 7 ,03 2 Equ a tor Ex plor a tion s STP Bloco 5 n .a Equ a tor Ex plor a t ion s STP Bloco 5 n .a n .a

B 1 3 6 ,7 7 7

C 1 4

C 1 5

C 1 5

C 1 7

C 1 8

C 1 9

T ot a l Km ^2 125,891

In it ia l Posit ion Posit ion a t 31 Decem ber 2014

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

1 4 ,3 7 2
Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

4 9 ,7 2 2

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed

Not A ssig n ed Not A ssig n ed
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The location of the blocks and their respective coordinates may be analyzed as follows:

Source: NPA

Table 10.2: Onshore EEZ Block Details

Zone A rea (Km^2)
T ype of

A uthorization

A djudication

Process

Signature

Date

Effective

Date

A uthorization

Duration

(years)

Sã o

Tom é

Morr o Peix e: 3 5 km 2

Uba Bu do: 4 0 km 2

Pr ín cipe
Rib.ª Izé St. Rita : 1 5 km 2

Eea st : 3 5 km 2

Genera l In form at ion

Pr odu ction Sh a r in g

Con tr a ct

A u th or iza tion

licen se
05 -06 -2 01 4 2 0-08 -2 01 4 Pr ospection : 3

Zone A rea (Km^2) Shareholders/Consorcium % Shareholders/Consorcium % Operator

Sã o

Tom é

Mor r o Peix e: 3 5 km 2

Uba Bu do: 4 0 km 2

Pr ín cipe
Rib.ª Izé St . Rita : 1 5 km 2

Eea st : 3 5 km 2

Sã o Tom é A m er ica Petr oleu m

Cor por a tion (STA PET)
n .a STA PET

Init ia l Posit ion Posit ion a t 31 Decem ber 2014

Sã o Tom é A m er ica Petr oleu m

Cor por a tion (STA PET)
n .a
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Activities in the EEZ (source NPA)

The Production Sharing Contracts (PSC) signed (Blocks 3, 5, 2 and 11) are in the first phase of the
exploration period (acquisition, processing and interpretation of 2D and 3D seismic data). At this
stage, the companies have committed to purchase, reprocess and reinterpret the existing 2D seismic
data and to performed complementary geological and geophysical studies. For Blocks 3 and 5 the 3D
seismic data has already been acquired. At this moment, these two blocks are processing and
interpreting the data, as evidenced in the table below:

Table 11: EEZ Seismic data

Currently, Oranto is interpreting the 3D seismic data, it being foreseen that the publication of the
results will occur in December 2015. According to data made available by the NPA-STP, the remaining
companies have not yet begun their exploration and prospection activities.

In 2014, the NPA-STP, under Article 21 of Law 16/2009 – Framework-Law governing Oil Operations
– and within the scope of its attributed powers realized a Restricted Tender (March 10 through June
20, 2014 – the restricted tender commenced on March 10 with an initial deadline foreseen for May 30
which, at the request of a tender participant, was extended to June 20, 2014) due to the expression of
interest by four companies over blocks in the EEZ (Petrogal - Petróleos de Portugal, SA and New
World Oil and Gas Plc: Blocks 1 and 6; London Global Energy, Ltd: Block 6; and Blue Skies World
Group: Block 1).

According to the Evaluation Criteria defined for this purposes, the Government decided to adjudicate
Block 6 to Petrogal - Petróleos de Portugal, SA, company with which the NPA-STP is still in the
process of negotiating a PSC, for which reason this Company is still not included in the list of
companies granted licenses in São Tomé and Príncipe.

During 2014, Sinoangol paid USD 100,000 to the NPA to secure its agreement to the cession of 30%
of its contractual position in Block 2 to the company Sonangol.

The cession of the contractual position referred to above, as with other cessions of companies in the
oil sector, falls under the provisions of clause 19 of the Production Sharing Contract (established by
Decree-Law 11/2008) and the Framework-Law governing Oil Operations (Article 18). The amount of
said cession, USD 100,000, is defined in paragraph e) of Clause 9.2 of the PSC celebrated between the
National Petroleum Agency and Sinoangol.

The year 2014 was also marked by the entry of a new operator in the Exclusive Economic Zone, with
the granting of an onshore license to Stapet, enabling this company to carry out prospecting activities.
The amount of the license paid, also deposited in the NOA and totaled USD 10,000. The granting of
the exploration license was made under the terms of the Framework-Law governing Oil Operations
(Articles 8 to 12) and Decree 4/2014 of May 29, approving the Hydrocarbons Prospection
Authorization Model. This authorization, issued by the NPA-STP, was sent to the GRIP as stipulated
in the Framework-Law governing Oil Revenues.

Briefly, this kind of exploration license granted:

 confers the right to carry out geological, geophysical and geochemical studies in the

authorized area, and may or may not permit the drilling of wells;

Zones

Blocks 1 2 3 4 5 6 7 8 11 12 13 Tot a l

A r ea s Km 2 3 ,2 9 2 4 ,9 6 9 4 ,2 2 8 5 ,8 09 2 ,8 4 4 5 ,02 4 6 ,3 8 4 6 ,4 9 7 8 ,9 4 1 7 ,03 2 6 ,7 7 7 6 1 ,7 9 7

Sy sm ic Tota l 2 D (km ) 9 5 2 2 ,4 3 5 2 ,2 7 0 2 ,03 6 1 ,5 1 3 6 3 5 4 1 7 5 09 6 7 0 8 1 5 5 7 6 1 2 ,8 2 8

Sy sm ic Tota l 3 D (km ) 1 ,5 00 1 ,4 00

Opera t or Ora n t o Equ a t or

A B
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 does not confer any preference or right to enter into an Oil Contract;

 is conceded for an initial period of three (3) years and may be renewed successively every

year, up to a maximum period of six (6) years.

To obtain the Prospection Authorization STAPET had to:

 submit an application to the NPA-STP accompanied by elements demonstrating the

company’s capacity;

 present in the application, in a clear manner, the objectives, the aspired work plan, the target

area, the technical and financial means and the provisional budget to be used, in addition to

other elements deemed relevant by the applicant.

Up to the date of this report the Multi-Year Activities Plan of the National Petroleum Agency and the

Exclusive Economic Zone has not been made available us to. However, we were informed by the

National Petroleum Agency that this entity is in the process of evaluating the need to revise the São

Tomé and Príncipe Strategy for the oil sector in order to strengthen the competitiveness of the oil

industry of São Tomé and Príncipe.

Prospection in the EEZ (source NPA)

São Tomé and Príncipe has a considerable potential in terms of oil and gas. The country is located in
one of the richest geological regions of the world in terms of hydrocarbons. This geological region
extends from the basin of Brazil and the Eastern Gulf of Mexico to the Western Gulf of Guinea.

Prospection studies of the EEZ of São Tomé and Príncipe performed by the British Geological Survey
(BGS) in 2007, with World Bank funding, proved the existence of several petroleum systems offshore,
having identified some leads and prospects with significant accumulations of hydrocarbons.
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Employment generated in the EEZ directly related to the oil sector

Considering the current stage of the oil sector development in São Tomé and Príncipe, this sector is
only responsible for the creation of 25 direct jobs, which can be summarized as follows:

Table 12: Employment data for the EEZ

Entity Nature 2014

ANP-STP Gov ernmental Agency 1 6

STP EITI Commitee Other 1

AFEX Global Operator n.d.

Equator Operator 1

ERHC Operator 3

O. G. Engeneering Operator n.d.

Oranto Operator 6

Ov ert Energy Operator n.d.

Sinoangol Operator 2

Stapet Operator 0

Human Resources Total 29
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2.4.1.3 Legal Framework - EEZ

The treaties and regulations created to legislate/regulate the extractive sector are summarized in the

following table:

Table 13: Legal framework and background of the EEZ/JDZ

Management and regulation of oil activities in the EEZ

The National Petroleum Agency of São Tomé and Príncipe (NPA-STP) was expressly empowered by
the National Petroleum Council to, in the name of the State, negotiate hydrocarbon research and
exploration contracts.

The NPA-STP functions are the regulation, hiring and supervision of the oil industry economic
activities, according to the legislation and in conformity with the guidelines issued by the National
Petroleum Council.

Additionally, the NPA - STP is responsible for monitoring the performance of the contractual
obligations of the extractive industry companies with regard to Social Projects and training.

The National Oil Account is the main receptor of oil revenues, and the NPA - STP only receives
administration fees in respect of registrations in public tenders for oil blocks.

Description Data Entity Applicable to

Joint exploration treaty of Petroleum

Resources and others, existing in Joint

Dev elopm ent Zone

2001

Federal Republic of Nigeria and the

Democratic Republic of Sao Tom e

and Principe

JDZ

Abuja Joint Declaration on Transparency

and Good Gov ernance in the Joint

Dev elopm ent Zone

June 26, 2004

Federal Republic of Nigeria and the

Democratic Republic of Sao Tom e

and Principe

JDZ

Decree-Law 5/2004 - Creates the National

Petroleum Agency
June 30, 2004

Gov ernment of Democratic

Republic of Sao Tome and Principe.
EEZ

Law 8/2004 -Framework Law of Petroleum

Rev enues
Decem ber 30, 2004

National Assem bly of Dem ocratic

Republic of Sao Tome and Principe
JDZ and EEZ

Internal regulation of the National Petroleum

Agency
March 5, 2005

Dispatch - Minister of Env ironm ent

and Natural Resourses
EEZ

Strategy of the Petroleum Sector in Sao Tom e

and Principe
April 1 6, 2008

Ministers Council of Democratic

Republic of Sao Tome and Principe
JDZ and EEZ

Law 1 5/2009 - Taxation Law on Petroleum

sector
Nov ember 4, 2009

National Assem bly of Dem ocratic

Republic of Sao Tome and Principe
JDZ and EEZ

Law 1 6/2009 - Framework Law on Petroleum

Operations
Nov ember 4, 2009

National Assem bly of Dem ocratic

Republic of Sao Tome and Principe
JDZ and EEZ

Decree-Law 57 /2009 - Organization of the

Exclusiv e Econom ic Zone of Sao Tome and

Principe in areas of petroleum exploration

and blocks

Decem ber 30, 2009
Gov ernment of Democratic

Republic of Sao Tome and Principe
EEZ

Order 8/201 2 - Creates the EITI National

Committee
Septem ber 5, 201 2

Prim e Minister Order of the

Democratic Republic of Sao Tom e

and Principe

JDZ and EEZ

EITI Candidature Application Form October 26, 201 2 EITI JDZ and EEZ

Oil Sector Study of Sao Tome and Principe -

Historical and legal fram ework (Draft

v ersion)

Septem ber 1 6, 201 3 National Com mitteeof EITI-STP JDZ and EEZ

Issues Related to the Scope of the Joint

Dev elopm ent Zone Report for the Extractiv e

Industries Transparency Initiativ e (Draft

v ersion)

March 21 , 201 4
Joint Authority - EITI

Subcom mittee
JDZ

EITI Standard Handbook ITIE
MDZ e EEZ

Decree-Law 7 /201 4 - Aprov es the new status

for the National Petroleum Agency
April 25, 201 4

Gov ernment of Democratic

Republic of Sao Tome and Principe
EEZ
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After the celebration of oil contracts, the granting of prospection authorizations or any action that
results in oil related cash flows to the NOA, the NPA informs the Central Bank as to the amounts that
should be received in said bank account and the Central Bank confirms the deposit of the contracted
amounts.

Structure and operation of the NPA

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

Thus, and bearing in mind the aforementioned, the NPA - STP, amongst other functions, is generally
responsible for the following:

a) Negotiate and celebrate, with the express authorization of the National Petroleum Council, in the
name and on behalf of the State, hydrocarbon research and exploration contracts;

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

c) Consolidate information on the national oil and natural gas reserves, provided by the companies,
and assume the responsibility for its disclosure;

d) Promote studies aimed at delimiting blocks for purposes of conceding exploration, development
and production of hydrocarbon activities;

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

f) Carry out promotional activities and award bids for exploration, development and production
activities, celebrating contracts with the express authorization of the National Petroleum Council, and
overseeing their implementation;

g) Supervise directly, or through agreements with independent specialized agencies, contracts for the
research and exploration of hydrocarbons celebrated in the name and on behalf of the State as well as
all oil industry activities and impose administrative penalties and fines foreseen under the laws,
regulations or contracts.
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Other attribution requirements for a Production Sharing Contract are described in the
aforementioned article of the Framework-Law governing Oil Revenues, for instance, proof of technical
and financial capacity and the incorporation of a company in STP, charged with the oil operations.

Framework-Law governing Oil Operations no. 16/2009 - License concession
Process

According to Chapter IV, Rules and bidding process, the National Petroleum Agency requests
proposals for oil contracts through public advertisements placed in the national and international
media, including those media normally used by the oil and gas industries.

Nevertheless, STP’s Government may celebrate oil contracts directly with companies when these are
considered a matter of public interest and subject to compliance with Article 21 of said Law, as
follows:

a. After a public auction with no purchase contract being attributed due to lack of proposals;
b. After a public auction with no purchase contract being attributed because, in the

Government’s opinion, the proposals do not satisfy the established adjudication criteria.

A request for an oil contract must include proposals in respect of the:

 Minimum work program;
 Health, security and wellbeing of persons involved or affected by the oil operations;
 Environmental protection, prevention, minimization and mitigation of pollution effects, as

well as of other environmental damages that may arise from the oil operations;
 Preferential hiring and training of São Tomé and Príncipe nationals for the oil operations;
 Acquisition of goods and services from persons resident in STP.

The requests are submitted in sealed envelopes in the Portuguese language or, if in another language,
have to be accompanied by an official translation.

If the Government receives a direct proposal from an operator through the National Oil Agency, it is
obliged to disclose this through a public advertisement, placed in the aforementioned national and
international media, including that typically used by the oil industry, and may start direct negotiations
with the entity if no other entity shows interest in the referred area during the subsequent 15 day
period.

If, however, other entities do demonstrate interest before the negotiations start, then a restricted
tender must be opened for those entities.

Allocation of oil revenues

All oil revenues are transferred to the National Oil Account, which is under the direct management of
the Central Bank of São Tomé and Príncipe, obeying the specific rules governing transfers established
in Law 8/2004 – Framework-Law governing Oil Revenues. In Chapter 6, and in order to obtain a
better understanding of oil revenues, we graphically illustrate the origin and destination of funds,
bearing in mind the respective legal framework in the Country.

During the workshop carried out in November 2014, and considering the fieldwork performed, we

noted that the National Oil Account movements are in compliance with the abovementioned law.
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Contracts Disclosure Policy

In accordance with Article 65 of the Law 16/2009 there is a legal obligation about transparency and
publicity of Petroleum operations contracts:

“"1. All contracts relating to Petroleum Operations are subject to the principle of transparency.

2. The principle of transparency implies advertising and public access to all information in accordance
with the Law on Petroleum Revenue.

3. All contracts subject to the principle of transparency should be published in the Public Registration
and Information Office, pursuant to Article 18 of the Law on Petroleum Revenue. "

The contracts signed between STP’s Government and operators/companies in the EEZ are filed in the
Records and Public Information Office (GRIP), being available for consultation through the
mechanisms established for the purpose. Whilst performing the Independent Administrator work, we
consulted all the signed contracts available at the GRIP, namely the Production Sharing Contracts
relating to the following blocks: Block 2 (Sinoangol), Block 3 (Oranto), Block 5 (Equator) and Block 11
(ERHC).

See link to the GRIP site – Production Sharing Contract for Block 3
http://www.grip.st/?cntnr_informac=informac&ficherselt=41---DT - 41 _Contrato Part. Prod. STP e
Oranto Petrol.pdf

See link to the GRIP site – Production Sharing Contract for Block 11

http://www.grip.st/?cntnr_informac=informac&ficherselt=48---DT - 48 _Instr. de Ratfic. A.N.P-
STP.pdf

The remaining contracts are available for consultation at the GRIP (www.grip.st) although they are
not yet available in this entity’s site at the present date.

Social Expenditure

When the research and exploration contracts are signed, firm commitments are established in respect
of Social Expenditure/Projects. The NPA-STP is the entity responsible for verifying the execution of
Social Project expenditure. See Chapter 6.6 for more detail.

With regard to scholarships, the management of the allocation to the training of the NPA-STP staff is
the responsibility of the NPA-STP and the oil operator. The NPA-STP defines and communicates its
training plan and the corresponding budget to the oil operator who is responsible for the financial
management (payments by beneficiary). Short update and refresher training sessions are financed in
the areas of petroleum engineering, economics and financial analysis of investment projects in the oil
and gas sector, negotiation, accounting, human resources, English language teaching and new
information technologies.

With regard to the amount allocated to the Ministry of Education, Culture and Science of São Tomé
and Príncipe, this Ministry is responsible for the entire process of selecting and granting scholarships,
based on the amounts available, communicated by the NPA-STP. The Ministry of Education, Culture
and Science of São Tomé and Príncipe conveys the results of the student selection to the NPA-STP so
it can inform the funding oil company, which, in turn, assumes the responsibility for making the
payments to the beneficiaries.

It should also be noted that social contributions deriving from the contracts celebrated, due to being
under the extractive companies’ direct responsibility, are not registered in any institution or official
document, being solely controlled by the NPA-STP. Thus, and considering the audition of Civil
Society, namely through its representatives via the FONG-STP and the Autonomous Region of
Príncipe’s representative we have found that this process needs improvement in terms of its
management, disclosure/dissemination and implementation control.
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Information confidentiality assurance:

The information collected by us, as Independent Administrator, during the work carried out was
subject to confidentiality agreements. For this reason, the information presented in this report is that
considered strictly necessary for a full understanding of the EITI-STP Report.

2.4.2 Joint Development Zone

2.4.2.1 Historical background of the Joint Development Zone

The Joint Development Zone of Nigeria and São Tomé and Príncipe has an area of 8,429 square
kilometers, located in the Gulf of Guinea, assigned to Blocks 1-9.

The UN Convention on the Law of the Sea, signed at Montego Bay on December 10, 1982, requests
that States with opposite coasts reach an understanding and adopt interim measures until they reach
an agreement on the delimitation of their exclusive maritime space.

In this context, on February 21, 2001, a Treaty was signed between the Federal Republic of Nigeria
and the Democratic Republic of São Tomé and Príncipe on the Joint Development of Petroleum
Resources and others in the Joint Economic Zone of the two States. This treaty defines the
geographical area covered by the Joint Development Zone as well as the implementation of a Joint
Ministerial Council and the creation of the Joint Authority, which has its own legal personality under
International Law and the laws of each State. The Joint Authority reports to the Ministerial Council.

Complementary to said treaty, on June 26, 2004, the Abuja Joint Declaration on Transparency and
Good Governance in the Joint Development Zone was signed. 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 São Tomé and Príncipe,
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 São Tomé and Príncipe. The accounts and contracts for the
acquisition of goods and services of the Joint Authority shall be submitted to an annual audit
by an independent accounting firm, internationally recognized, and such audits shall be made
public;

 The Joint Authority shall make public the bases of all concessions in the Joint Development
Zone;

 In any Production Sharing Contract or agreements/contracts with third parties, the Joint
Authority shall specifically (i) require the provision of the information set forth in the
declaration, (ii) provide that the agreement itself and all financial information of same be
made public and (iii) require that the contracting parties declare and affirm that no payment,
benefit or unlawful advantage was granted to any employee of the Joint Authority;

 All information that is 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 details regarding the Joint Development Zone blocks are summarized in the table

below:

Table 14: JDZ Block Details

2.4.2.2 Current Activity in the Joint Development Zone (source: JDA)

The Production Sharing Contracts (PSC), as defined in Section 4 of the PSC model , have a term of 28

years, 8 years as a period of exploration , and 20 years of development and production. Thus, based on

the date of the PSC indicated by the JDA, the contracts will run until the following dates: Block 1: up

to 06.08.2043; Block 2: up to 03.14.2034; Block 3: up to 03.13.2034; Block 4: up to 03.13.2034; Block

5 up to 02.07.2040.

However, and despite the efforts made by the Independent Administrator and the EITI National

Committee of São Tomé and Príncipe, no further information was made available about the status of

each assigned block, namely in terms of work plan and milestones achieved.

Although Total Company found oil in Block 1, this finding was not in sufficient quantities to enable

this large operator to achieve gains on the scale desired and led it to abandon this block. Based on

these facts, in 2014, the JDA undertook a number of changes in order to make Block 1 more attractive.

Aiming to attract medium-sized operators, this restructuring produced results in 2015. In the current

year, a restricted tender was opened in order to select the Companies with the better work plan and

financial capacity for the block in question.

The tender for Block 1 was based on a new exploration methodology conducted by the company

Atlantis Offshore, which prepared a study for the JDA. Based on this methodology, Equator
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Hydrocarbons Limited submitted a proposal for Block 1, having been selected in conjunction with

PAPIS Energy Solutions to form a joint venture. As Dangote – Energy Equity Resources held a 9%

share in this block since the Total period, it was also granted a preferential right to maintain its

position, which right it did not exercise, with Dangote formally abandoning operations in June 2015.

Thus, the current composition of Block 1 is as follows:

 Equator Hydrocarbons Limited – 56%

 Papis Energy Solutions – 35%

 Dangote – Energy Equity Resources – 9%

JDZ-International Investments is a Special Purpose Vehicle of JDA which aim is to negotiate

participating rights with companies that express interest in this block.

The signature bonus amount to be received for the remaining 91% of the restricted tender is circa 1.8

MUSD, and this amount is expected to be collected.

At this date, Papis has already paid the signature bonus and the signature bonus of Equator is due.

The Equator's work program includes the development of the OBO 1 field, which had already started

being developed by Total, and includes the drilling of a second well. With regard to first oil, according

to the JDA this is expected to occur within 18 to 24 months. The exploration will be carried out

applying a technology used for marginal fields - fields producing up to 20,000 barrels per day.

The Joint Ministerial Council mandated the JDA to proceed with the implementation of

unconventional technology in order to accelerate the development and eventual production in well

OBO 1 and in other high prospection areas in the JDZ.

Up to the date of this report the Strategic and Joint Development Zone Activities Plan had not been

made available to us. We have been informed by the Joint Development Authority that the only

Strategic Plan prepared in the Development Zone relates to the year 2002, being naturally out of line

with the current reality of the oil sector and with the activities developed in the Joint Development

Zone since then. Furthermore, the Joint Development Authority aims to initiate the preparatory work

on a new Strategic Plan that is to be presented, in 2016, to the Joint Ministerial Council.

Control of Social Projects

Social Projects are one of obligations arising from the petroleum contracts which benefit Civil Society
in general. Controlling these projects is a vital function. According to the JDA, the current state of the
projects is as follows:

 The Social Projects of Blocks 1, 2, 3 and 4 are all complete.

 The Social Projects of Block 5 – which are under the responsibility of Oranto Petroleum STP,
Lda. - are late, as are the payments of the area rentals, training and scholarships. The amount
not executed in 2014 amounts to approximately 2 MUSD, but this is expected to occur in
2015.

 The Social Projects of Block 6 have not been executed since up to the present date there are no
companies for the block.
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Information disclosure (contracts and other agreements assigned by
the JDA in the JDZ)

According to the JDA’s representative there is no legal obligation to disclose contracts. Although the
Abuja Treaty recommends the disclosure of contracts, as per Articles 5 to 7 of the Abuja Treaty, this is
not legally established and, consequently, and despite constituting an open discussion between
Nigeria and São Tomé and Príncipe, said contracts shall not be disclosed.

As for contracts celebrated in the JDZ, and although already formally requested by GRIP, this entity
has no jurisdiction over same.

Excerpt of the Abuja Treaty of June 26, 2015:

“Article 5 – The Joint Development Authority shall make public the reasons for all concessions in the
Joint Development Zone, including the technical analysis and due diligence supporting such
concessions. All bids/offers and respective supporting data, except privately owned geological data
or similar, shall be made public.

Article 6 -In any Production Sharing Contract or agreements/contracts with third parties, including
any contract for the purchase of goods or services, the Joint Development Authority shall specifically
(i) require the provision of the information established in this treaty, (ii) stipulate that the
agreement itself and all related financial information should be made public, and (iii) require that
the Contracting Party declare and state that no illegal payment, benefit or advantage of any kind
was granted to any employee of the Joint Development Authority or to any employee/public office
employee with the purpose of affecting or influencing any act, omission, decision relating to such
contract or agreement. Any failure to comply with these requirements and statements shall make
such contract or agreement voidable by the Joint Development Authority or by any of the two
contracting Governments.

Article 7 – All information being made public under the terms of this Treaty shall be posted and
maintained on the internet page of the Joint Development Authority to ensure free access to said
information by all individuals and groups.”

Taxation of Services Rendered in the JDZ

The issue of the taxation of services rendered has been duly monitored by the JDA. Since the headquarters of the

JDA are in Abuja and companies have been paying taxes where they are tax resident, according to the JDA said

taxes have been paid directly to the Nigerian tax authorities. Consequently, it is expected that São Tomé will send

a multidisciplinary team to Nigeria, during the course of 2015, in order to assess whether any regularizations in

terms of tax matters, additional liquidations and/or settlements are required between the two States.

2.4.2.3 Changes in the regulatory framework of the Joint Development Zone (source

JDA)

The changes made during the past year were undertaken in order to make the JDZ more attractive for

Company Investment, and may be summarized as follows:

 Lower signature bonuses;

 Lower royalty rates;

 Greater flexibility in the negotiations and timings thereof;

 Availability of more seismic data in the prospection processes.

The formal approval of these changes has not yet occurred, as this will only occur after the approval of

the Joint Ministerial Council.
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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 realize, at its own risk and in an exclusive manner, within a defined area, research
activities and, in the event of discovery of a commercial hydrocarbon field, further exploration
activities. The contractor is responsible for financing the petroleum operations, at its own risk.

2.5.1 Exclusive Economic Zone

The petroleum operations of a production sharing contract are, depending on their nature, conducted
under an exclusive research or exploration authorization, covering the exploration of a commercial
hydrocarbon field. The legal and tax regime of the PSCs in the EEZ are contained in the Law governing
Oil Sector Taxation - Law 15/2009, of December 31, 2009.

In all Production Sharing Contracts the State of São Tomé and Príncipe is granted a holding of
between 10% and 15% (as can be seen in Table 10.1 of Chapter 2.4.1) and, according to information
received, solely the NPA monitors these holdings. Despite the volume of activity not yet being
significant in the EEZ, we suggest that in addition to the monitoring by the NPA, the control over
these holdings should also be directly made by a competent body under the purview of the Ministry of
Finance and Public Administration - see suggestions in Chapter 7 – Improvement Opportunities.

From the analysis of the contracts performed we noticed that the State, through the NPA or another
government entity, which, as verified, has not yet been designated, will, as of the effective date of the
signing of each contract, receive a funded holding (shareholding/participation) ranging between 10%
and 15% in the rights and interests of the Contractor Entity (Operators). The Contractors/Operators
shall fund, support and pay all costs, expenses and amounts due relating to the oil operations carried
out under each contract.

2.5.2 Joint Development Zone

The JDZ’s PSC model is defined in the oil regulations, specifically Regulation 23 of the document
Petroleum Regulations 2003. The major differences between the models applicable to each area are
mostly related to profit sharing: Government holding, royalties and taxes.
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2.5.3 Production Sharing Contract comparison table: EEZ and JDZ

Table 15: Production Sharing Contract comparison table: EEZ and JDZ

Main Components Components of the JDZ’s PSC model Clause Components of the ZEE’s PSC model Article

Bonuses and special projects

Negotiable signature bonus;

Production bonuses based on the accumulated production
levels of crude oil achieved, using a graded scale;

Bonuses are neither recoverable as Cost Oil nor deductible
for tax purposes.

2
Values that vary from negotiation to negotiation. 2

Contract term

28 years including 8 for the exploration period and 20 for
development and production.

Three phases of exploration of 4 years and two more of 2
years. The contract may be extended for 6 months to
complete the drilling and testing of any well started in Phase
III.

4

The contract term is 28 years counting from the
date it becomes effective, 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 at 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 of phase 1 of the research
period;
(b) 25% on completion of phase 2 of the research
period;
(c) The remainder on completion of phase 3 of
the research period.

6

Minimum work program and
budget

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

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

7

A Work Program and a Budget for the contract
area is to be delivered 3 months prior to the start
of the calendar year, for approval by the National
Petroleum Agency.

7
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Main Components Components of the JDZ’s PSC model Clause Components of the ZEE’s PSC model Article

Government holding
The PSC model does not define the State holding
percentages.

The State holding in the blocks, according to the
PSC model, is funded throughout the research
phase and during this period the oil company
pays all expenses and research costs. If the
research is successful, the company recovers all of
the investment costs incurred (i.e. including the
State’s portion) during a period following the
start of production. However, the State has the
right, at any time, to convert its financed holding
into a holding with payment obligations (regular
shareholding), which in some negotiated
contracts results in an increase in the percentage
of the State holding.

8

Cost recovery
The Cost Oil cannot exceed 80% of the Crude oil available in
each development area less the Royalty Oil in any
accounting period.

10

Profit sharing

The Crude oil balance after deducting the Royalty Oil, the
Cost Oil and the Oil Tax, is allocated to each party using 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 to receive dividends more
rapidly, it also allows the State, in the event the
production drops, to continue to receive the
dividends in the same manner.

10

Royalties

Royalties are paid according to the oil regulations and are
calculated using a formula that is based on daily production.
The royalty rate is 5% when the daily production attains
70,000 bpd.

The Royalty Oil is the oil quantum, equivalent to a profit
amount that equals the current payment of the Royalty and
Rental of the concession.

16.1 The royalty rate corresponds to 2%.
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Main Components Components of the JDZ’s PSC model Clause Components of the ZEE’s PSC model Article

Taxes

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

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

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

40% tax exemption on investments, applicable to the eligible
costs described in the Petroleum Regulations of 2003.

16.2
30% on rentals from oil operations. No other
taxes are applied.

16

Customs duties Not applicable

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 Oil Operations. These
products, materials and equipment shall be
exempt from any and all customs duties.

16

Confidentiality and public
announcements

The contractor and the JDA must maintain the information
provided by each party in respect of oil operations strictly
confidential, and it may not be disclosed without the prior
written consent of the other party.

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

The Parties shall use their "best efforts" to ensure that
information on 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 relating to oil operations
that the contractor and the National Petroleum
Agency-STP shall maintain in absolute
confidence. However, such confidentiality has not
been maintained, as all the contracts are available
for inspection at the GRIP.

18
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Main Components Components of the JDZ’s PSC model Clause Components of the ZEE’s PSC model Article

Natural Gas

If the contractor discovers a viable quantity of Natural Gas,
it should have the right to develop, trade, recover costs and
share the rental of an area on terms that are mutually agreed
and that are consistent with the principles and intentions of
the treaty, the oil regulations, the tax regulations and this
contract.

23.1

If the contractor discovers commercially viable
quantities of Natural Gas, the contractor has the
right to develop, market, recover costs and share
profits from the development of said Natural Gas.

23

Hiring and training of
national citizens

The contractor must spend 25% of the operating costs in
each year of the Exploration Period (min. of USD 100,000
and max. of USD 250,000) in scholarships granted to
national citizens of Nigeria and STP.

Similarly, in each year of the OML, the contractor must
spend USD 100,000 to this effect.

14.7 and
14.8

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

14

Conciliation and arbitration

Any dispute that cannot be resolved by mutual consent may
be referred to an independent expert. The costs of the expert
shall be shared equally between the JDA and the contractor.
If the above mentioned solution fails, either party may
demand that the dispute be subject to arbitration.

25

In the event of a dispute, the parties may refer the
matter to an independent expert for an opinion
and to assist the parties to come to a mutual
agreement. If they have not come to a mutual
agreement in 3 months, either Party may refer the
Dispute to the International Centre for
Settlement of Investment Disputes for a final and
binding arbitration solution.

25

Contract
revision/renegotiation and tax
conditions

If the oil and tax regulation terms prevailing at the time of
the effective date have changed, and this change materially
affects the commercial benefits of the contractor, the Parties
shall consult each other and agree to such amendments of
the contract as are deemed necessary to restore the
commercial benefits existing at the contract effective date.

27.1 and
27.2

If fiscal conditions are changed and harm the
contractor, the parties undertake to review the
contract. If there is a change in the laws or
regulations that significantly affects the
commercial benefit offered to the contractor, the
parties shall mutually reach an agreement as to
the contractual changes necessary to restore, to
the extent possible, the trade benefits existing
under this agreement at the contract effective
date.

27
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Main Components Components of the JDZ’s PSC model Clause Components of the ZEE’s PSC model Article

Abandonment clause

The abandonment fund is an escrow account that generates
interest set up by the Parties at a first class financial
institution, which is used to finance abandonment activities.
Costs are recoverable and deductible for tax purposes.

13.6 and
13.11

A percentage of the production is set up in a
reserve such that at the end of life of the well it
can be seal.

13

View the legal and tax frameworks of oil operations in São Tomé and Príncipe in the Framework-Law governing Oil Revenues
(Law 8/2004), Law governing Oil Sector Taxation (Law 15/2009), and Framework-Law governing Oil Operations (Law
16/02009) in Annex II.
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3. Identification and Description
of Oil Revenues and Materiality
defined by the MSG

In this chapter, a description of the flows
and oil revenues is presented.

Additionally, the materiality considered in
defining the relevant flows is also presented,
same having been defined by the MSG.
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Considering (i) the information published on the First EITI Report of São Tomé and Príncipe; (ii) the
information obtained in May 2015 during the presentation workshop on the First EITI Report; (iii)
meetings held in July 2015 in São Tomé and Príncipe, certain revenues associated with the extractive
industry in São Tomé and Príncipe, both in the EEZ and in the JDZ with Nigeria, were identified and
included in the Reporting Templates.

In July 2015, meetings were held with the following entities:

 Minister of Finance and Public Administration of São Tomé and Príncipe;
 National Petroleum Agency of São Tomé and Príncipe;
 Central Bank of São Tomé and Príncipe;
 Records and Public Information Office;
 Organic entities of the Ministry of Finance and Public Administration of São Tomé and

Príncipe (Treasury, Budget and Tax Directorates)
 Joint Development Authority (Chairman, Mr. Luís dos Prazeres);
 EITI-STP National Committee;
 Representatives of the operators Oranto Petroleum STP, Lda. and Sinoangol.

3.1 Types and definition of oil revenues

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

3.1.1 Definition of Oil Revenues according to Law 8/2004 – Framework-Law
governing Oil Revenues

According to the Framework-Law governing Oil Revenues, Chapter I - Article 1, the concept of Oil
Revenue signifies any payment or obligation to pay to the State that is directly or indirectly related to
the oil resources of São Tomé and Príncipe, including, but not limited to:

 Any payment from the Joint Development Authority relating to the hydrocarbon activities
developed in the Joint Development Zone, or relating to said Zone;

 All payments resulting from activities related to the Oil Resources of the Exclusive Economic
Zone, including, without limitation, the State’s participation in the sales of crude oil and gas;
signature and production bonuses; royalties; rentals; proceeds from the sale of assets; taxes;
rates; customs duties and tariffs; emoluments and fees for the provision of public services; net
profits from State oil companies; revenues resulting from State participation rights in oil
contracts; sales of crude oil; trading activity resulting from transactions involving crude oil,
gas or refined products; income from the investing of oil revenues; any and all payments
generated with the commercial production of hydrocarbons.

3. Identification and
Description of Oil Revenues
and Materiality defined by
the MSG



Second EITI Report São Tomé and Príncipe
December 31, 2014 PwC 49 of 221

3.1.2 Non-tax Revenue/Exclusively Oil Revenues

Table 16: Non-tax Revenue table

3.1.3 Tax Revenue (taxes and other fees)

Table 17: Tax Revenue table

3.1.4 Direct investment in Social Projects and training

Various contributions, foreseen in the contracts signed with extractive industry companies, are
intended for use in education, health, infrastructure, rural development, strengthening of the
institutional capacity of the State and qualification of human resources.

Type of Revenue Description

i) Roy alties

Represents the amount of crude oil allocated to Gov ernment or Joint Authority

based on percentages calculated on daily production rates. This kind of rev enue

will only be collected after the start of production.

ii) Bonus

Compensation, not am enable to recov ery , from companies in extractiv e

industries with the Gov ernment or Joint Authority in respect of grant of

exploration, production or other.

iii)
License fee for the

exploration

Compensation from companies in extractiv e industries with the Gov ernment and

from the granting of a prospecting license for certain areas of the Exclusiv e

Economic Zone and the Joint Dev elopm ent Zone Joint Authority .

iv ) Annual area rent

Compensation from extractiv e industries companies to Gov ernment from

activ ities carried out in specific areas of the Exclusiv e Econom ic Zone and the

Joint Dev elopment Zone, awarded during a giv en period of time Joint Authority .

v ) Transfer Fees

Compensation from extractiv e industries companies to Gov ernment or Joint

Authority for the transfer of rights to other operators acquired from these

entities.

v i) Sales of seismic data

Amounts related to rev enue when companies in extractiv e industries acquire

seismic data from the National Petroleum Agency of Sao Tome and Principe

(Exclusiv e Econom ic Zone) or the Joint Dev elopment Authority (Joint

Dev elopment Zone).

v ii)

Pay ments and other

significant material

benefits

Other pay ments or fees associated with oil rev enues not prev iously m entioned.

Types of revenue Description

i) Corporate incom e tax

Tax on the taxable income of the taxpay er in each tax y ear. 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 rev enues and not reported prev iously .
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3.2 Materiality and monetary amounts considered relevant for the
work of the Independent Administrator

According to the Terms of Reference, materiality was set by the MSG with the aid of the Independent
Administrator, as follows:

 For reporting purposes, all payments that occurred in the EEZ during the period between
January 1, 2014 and December 31, 2014 were considered material.

 Regarding amounts received by the National Oil Account, and disclosed by this entity, no
materiality has been set for reporting purposes. Consequently, all values, even if confirmed by
the operators, were disclosed by the Independent Administrator, based on the information
provided by said entities.

According to information obtained at the meetings held in July 2015, namely with (i) the Minister of
Finance and Public Administration, (ii) the Chairman of the Joint Development Authority and, (iii)
the General Operations Director of the Central Bank of São Tomé and Príncipe there was no activity
and there were no cash inflows in the Joint Development Zone in 2014. Thus, for the purpose of our
work as Independent Administrator for the year 2014, no JDZ operators were considered in the
reconciliation process, due to the inexistence of activities or flows in the JDZ. A response was only
requested from the Joint Development Authority (see the reporting template in Annex I and the
results of the reconciliation in Chapter 6.3 of this report).

Given that all payments occurring in the EEZ between January 1, 2014 and December 31, 2014 were
considered material, for our work as Independent Administrator we considered all the operators with
flows in 2014, as detailed below:

Table 18: Operators considered material by the MSG in the EEZ, in the year
2014 (Amounts in USD)

As mentioned above (see Chapter 2.4.1.2), ERHC has held, since 2001, preferential rights to two oil

blocks. In 2014, as shown in Table 10.1, this operator exercised its pre-emptive rights, having acquired

a position in Block 11. With the signing of the contract no signature bonus became due given the

previously existing contract (see Table 25). However, the inclusion of ERHC in the reconciliation

process was defined, despite the indication of zero flows in 2014, in view of the possible future

relevance of this entity in the development of the oil industry process in São Tomé and Príncipe.

In 2014 there were no payments relating to signature bonuses and registration fees.

Extractive

Company

Pros pection

license fees

A dministration

Fees
T ransfer Fees

Other

payments

Social

Projects

Education

Scholarships
T otal

Equ a tor 0 0 0 0 5 2 6 ,6 8 1 1 5 7 ,02 4 683,705

Or a n to 0 0 0 3 6 ,000 4 00,000 4 2 ,3 01 478,301

Sin oa n g ol 0 0 1 00,000 0 0 0 100,000

Sta pet 1 0,000 8,000 0 0 0 0 18,000

T ot a l 2014 10,000 8,000 100,000 36,000 926,681 199,325 1,280,006
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3.3 Revenue Flow – Exclusive Economic Zone

In terms of the revenue flow in the Exclusive Economic Zone, same can be summarized as presented
in the table below:
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3.4 Revenue Flow – Joint Development Zone

In terms of the revenue flow in the Joint Development Zone, same can be summarized as presented in
the table below:
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4. The EITI Governmental
Agencies and Companies
involved in the EITI Process

In this chapter, the relevant authorities
for purposes of the reconciliation process
are identified, both operators and governmental
agencies.
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4.1 Extractive companies involved in the process

For independent reconciliation purposes, and for the period January 1, 2004 to December 31, 2014,

the following EEZ extractive companies were identified:

Table 19: Operators considered by the MSG (all operators with flows in 2014)

Regarding the above mentioned entities involved in the EEZ, the blocks and prospecting
authorizations referred to in Chapter 2.4.1. are those attributed. Since for purposes of the independent
reconciliation process all the EEZ operators with cash-flows in 2014 were considered, there are no
immaterial operators to report.

In the JDZ there was no operator activity during 2014, as documented in Chapter 2.4.1.2. Hence, as
there was an absence of flows and activity in the JDZ, for purposes of our work as Independent
Administrator for year 2014, no operators were considered in the reconciliation process. For said
process only a response from the JDA was requested (see the reporting template in Annex I and the
results of the reconciliation in Chapter 6.3 of this report).

From the companies included in the circularization process, performed in accordance with the
materiality criteria detailed in Chapter 3.2, the following additional information was obtained:

 Equator: is an entity engaged in the exploration of oil and gas in West Africa. Equator is part
of the Oando Energy Resource Inc. Group, which owns 81.5 % of the Company. On April 18,
2012, the Production Sharing Contract was signed between the GRDSTP (represented by the
NPA-STP) and Equator Exploration STP Block 5 Limited for the joint exploration of Block 5 of
the EEZ;

 ERHC: is the company that in 2001, through an agreement with the Government of the
Democratic Republic of São Tomé and Príncipe, acquired preferential rights to two oil blocks.
On July 23, 2014, the Production Sharing Contract in relation to Block 11 was signed. This
company is a subsidiary of ERHC Energy, Inc., an organization based in Colorado (United
States of America) that was founded in 1986 and is in the oil and gas exploration business in
Africa, currently holding interests in Kenya, Chad, Nigeria and the Joint Development Zone of
Nigeria and São Tomé and Príncipe.

 Oranto Petroleum STP, Lda.: develops oil and gas exploration activities. The Company’s
headquarters are in Nigeria and it operates with a subsidiary of Atlas Petroleum International
Ltd. On October 15, 2011, the Production Sharing Contract was signed between the GRDSTP
(represented by the NPA-STP) and Oranto Petroleum STP, Limitada for the exploration of
Block 3 of the EEZ.

 Sinoangol: is a company with Angolan capital, incorporated in Hong Kong that relies on a
technical partnership with the group China Petroleum & Chemical Corporation (Sinopec). On

# Company name Short name

1 Equ a tor Ex plor a t ion Lim ited Equ a tor

2 ORA NTO PETROLEUM – STP, Lim ited Or a n to

3 SINOA NGOL STP BLOCO 2 , Lim ited Sin oa n g ol

4 São Tom é A m er ican Petr oleu m Cor por a t ion Sta pet

4. The EITI Governmental
Agencies and Companies
involved in the EITI Process
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October 4, 2013, the Production Sharing Contract was signed between the GRDSTP
(represented by the NPA-STP) and Sinoangol STP Block 2, Limited for the exploration of
Block 2 of the EEZ. In 2014, 30% of the contractual position owned by this company was
transferred to Sonangol.

 Stapet: an American company incorporated in 2003 and headquartered in Shreveport,
Louisiana. The company's mission is to undertake the exploration activity for Oil & Gas in São
Tomé and Príncipe. In 2014, Stapet acquired a prospecting authorization for the onshore area
in São Tomé and Príncipe.

See a detailed analysis of the EEZ’s framework in Chapter 2.4.1.

4.2 Governmental agencies involved in the process

4.2.1 National Petroleum Agency of São Tomé and Príncipe

The National Petroleum Agency of São Tomé and Príncipe (NPA-STP) was empowered through an
express authorization granted by the National Petroleum Council to, in the name and on behalf of the
State, negotiate and celebrate hydrocarbon research and exploration contracts. The NPA-STP’s
functions are the regulation, hiring and supervision of economic activities in the oil industry, in
accordance with the legislation and in conformity with the guidelines issued by the National
Petroleum Council.

The NPA-STP receives the administration fees resulting from registration in oil block public tenders.

Additionally the NPA-STP is responsible for monitoring the performance of the contractual
obligations of the extractive industries companies in respect of Social Projects and training.

4.2.2 Central Bank of São Tomé and Príncipe

All oil revenues, both from the Exclusive Economic Zone and from the Joint Development Zone, pass
through the National Oil Account, in accordance with the specific rules covering transfers foreseen in
Law 8/2004 – Framework-Law governing Oil Revenues.

4.2.3 Treasury Directorate of São Tomé and Príncipe

The Treasury Directorate of São Tomé and Príncipe receives an annual transfer from the National Oil
Account relating to the contribution to the State Budget of São Tomé and Príncipe.

4.2.4. Joint Development Authority

The Joint Development Authority is an entity with its own legal personality under international law
and under the laws of each State involved, and has as its function to manage the activities in the Joint
Development Zone, including the revenue collection from oil operators and the monitoring of the
execution of the contractual obligations. The Joint Development Authority allocates the oil revenues
to the States involved according to defined percentages (60% to Nigeria and 40% to São Tomé and
Príncipe) and as per the resolution of the Joint Ministerial Council.

See detailed analysis of the EEZ’s framework in Chapter 2.4.1. and of the JDZ’s framework in Chapter
2.4.2.
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5. Approach and Methodology

In this chapter, a description
of the main tasks associated with the
independent reconciliation process,
including its various stages is made, as well
as a description of the methodology
adopted.
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5.1 Methodology

Our methodology was based on the assumption of constant communication and interaction with all
the relevant players, including the Extractive Companies, Governmental Agencies and all other
stakeholders. The reporting templates, following approval by the MSG, were sent via email to all
operators based on the information provided by the NPA-STP.

As previously mentioned, the work implicit to the function of 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 the extractive industry
companies, Government and Governmental Agencies. Our report only includes comments and
analyses based on the factual information obtained from the extractive entities and governmental
agencies.

Specifically, the main tasks executed to achieve the objective were the following:

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

 Preparation of circularization minutes to ensure compliance with regulations and guidelines
prevailing in São Tomé and Príncipe. The minutes were discussed and agreed with the EITI
National Committee;

 Definition of materiality together with the MSG;

 Conducting of several meetings and interactions with the various entities involved in the
preparation process of the Second EITI Report of São Tomé and Príncipe;

 Sending, via e-mail, of the reporting templates to all entities involved and identified in
Chapter 4 of this report based on contacts provided by the NPA-STP;

 Daily monitoring of pending replies through telephonic contacts and/or resending of the
emails;

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

 Realization of a preliminary review of all responses received from the various entities involved
(see following chapters) in order to identify the differences between the information reported
by the Government and Governmental Agencies and the extractive industry companies. After
the preliminary review, preparation of a memorandum with evidence of (i) the concordant
amounts reported and (ii) the inconsistent or incomplete amounts reported;

 Requesting audited financial information of the companies identified in Chapter 4.1;

 Evaluation of existing the mechanisms for added comfort on the reliability of reported
information;

5. Approach and Methodology
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 Personal or telephonic conferencing with the EITI National Committee in respect of (i) the
clarification and inquiry process with the entities in respect of which differences or
inconsistencies in the amounts reported were identified and (ii) the monitoring of the status
of the circularization process;

 Preparation of this report in compliance with the EITI standards, which includes (i)
background information on the oil sector in São Tomé and Príncipe in both the Joint
Development Zone and Exclusive Economic Zone, (ii) payments, reconciled, made by the
extractive industry companies to the Government and Governmental Agencies as well as (iii)
receipts reported by the Government and Governmental Agencies originating from the
extractive industry companies;

 Identification of any limitations and deficiencies impacting the report;

 Preparation of recommendations and improvement opportunities that contribute to the
improvement of the information sharing system associated with the oil flows and for a more
fruitful implementation of the EITI in São Tomé and Príncipe aligned with the best
transparency practices defined by the EITI requirements.

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

 Reporting template for the EEZ’s extractive industry companies ;

 Reporting template for the National Petroleum Agency of São Tomé and Príncipe;

 Reporting template for the Ministry of Planning and Finance of São Tomé and Príncipe –
Treasury Directorate-General;

 Reporting template for the Central Bank of São Tomé and Príncipe/National Oil Account.

 Reporting template for the Joint Development Authority

The reporting templates were developed by PwC based on information obtained and validated by the
EITI National Committee of São Tomé and Príncipe. See examples of the reporting templates in
Annex I.

5.2 Reconciliation Work

In accordance with the Terms of Reference, our objective was to prepare the EITI Report of São Tomé
and Príncipe, through the (i) collecting of data on payments made by extractive industry companies to
the National Oil Account (Central Bank of São Tome and Príncipe), to the National Petroleum Agency
of São Tomé and Príncipe and to the Government and Governmental Agencies between January 1,
2004 and December 31, 2014, (ii) collecting of information on the amounts received by the
Government and Governmental Agencies from the extractive companies in the same period and (iii)
reconciliation of this data. Our work included the following steps:

 Reconciliation of payments reported by companies in the extractive industries with the
revenues declared by the Government and Governmental Agencies. These reconciliations
were made on a payment by payment basis, in accordance with the receiving entity of the flow
from the extractive industry companies;

 Identification of significant differences or discrepancies;

 Inquiry as to the reasons for differences, from the stakeholders and parties involved;
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The tasks performed within the scope of the independent reconciliation were the following:

i. Identification of the flow of payments, fees and taxes considered relevant within the scope of
the reconciliation;

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

iii. Comparison of payments reported by extractive industry company with receipts reported by
the Government and Governmental Agencies;

iv. Identification of discrepancies in statements made and amounts reported;

v. Request of explanations and clarifications of discrepancies identified from the entities
involved. In the event of failure to obtain answers to the differences identified, if any, our
report will mention such entities and differences;

vi. Identification in the reconciliation of the discrepancies, by revenue type, between the
payments declared by the extractive industry companies and the receipts declared by the
Government and Governmental Agencies.

vii. Reconciliation of the data reported detailed by revenue source, date and type of payment;

viii. Articulation with the Government and Governmental Agencies in order to obtain an analysis
of the total amounts reported;

ix. Completion of the work and preparation of this report.
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6. Results

This chapter presents the
results of the reconciliation process,
within the framework of the oil cash flow
history and the social expenditure in the
Exclusive Economic Zone and Joint
Development Zone.

Additionally, the procedures performed
to assess the reliability of information
are described.
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On June 30, 2015 the Reporting Templates were sent to all entities involved, based on the contacts
and e-mail addresses provided by the MSG. These contacts were subsequently ratified by the EITI
National Committee at the meeting of July 31. Meanwhile, an initial deadline of July 10, 2015 for
replies to the circularization requests was set by the MSG and the Independent Administrator.

The responses obtained represent 100% of the entities from which we requested cooperation for the
realization of this report, as follows:

 National Petroleum Agency of São Tomé and Príncipe;
 Central Bank of São Tomé and Príncipe;
 Treasury Directorate of São Tomé and Príncipe;
 Joint Development Authority;
 Equator Exploration Limited;
 ERHC - Energy EEZ, Lda.;
 ORANTO PETROLEUM – STP, Lda.;
 SINOANGOL STP BLOCO 2, Limited;
 São Tomé American Petroleum Corporation.

6.1 Reconciliation of amounts paid by the Operators to the NPA – STP
and to the CBSTP/NOA

6. Results
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Even though it is the CBSTP through STP’s National Oil Account that receives the oil revenue flows, as
established by Law 8 /2004 – Framework-Law governing Oil Revenues, it is the NPA-STP’s function
to control the oil revenue flows associated with the contracts celebrated with the EEZ-STP operators.

The table below, listing all operators defined as material in Chapter 3.2 (all the operators with flows in
2014), summarizes the information, obtained through the templates duly signed, reported by the
operators and the information reported by the NPA-STP and by the CBSTP. As for ERHC, no flow was
reported either by the operator or the Governmental Agencies.

Table 20: Reconciliation of amounts paid by the EEZ operators (Amounts in
USD)

A) According to information obtained from the NPA and from the operator Equator, the difference determined in the Social
Projects component in the amount of USD 23,319 is due, essentially, to costs with the procurement process directly
supported by Equator.

B) Immaterial differences that were not justified by the NPA and/or operators (Equator, Oranto Petroleum STP, Lda. and
Stapet).

[A ] [B] [C] [D] = [B]+[C] [E] = [A ]+[D]

Operator

A mounts

declared by

operators

NPA CBSTP
T otal

declared
Difference Obs.

Equ a t or 707,000 683,705 0 683,705 -23,295

Sig n a tu r e Bon u s 0 0 0 0 0

Reg istr a t ion Fees 0 0 0 0 0

Licen se fee for th e ex plor a tion 0 0 0 0 0

A dm in istr a t ion fee 0 0 0 0 0

Tr a n sfer fee 0 0 0 0 0

Oth er pa y a m en ts 0 0 0 0 0

Socia l pr ojects 5 5 0,000 5 2 6 ,6 8 1 0 5 2 6 ,6 8 1 -2 3 ,3 1 9 A )

Edu ca t ion Sch ola r sh ips 1 5 7 ,000 1 5 7 ,02 4 0 1 5 7 ,02 4 2 4 B)

Ora nt o 478,350 478,301 0 478,301 -49

Sig n a tu r e Bon u s 0 0 0 0 0

Reg istr a t ion Fees 0 0 0 0 0

Licen se fee for th e ex plor a tion 0 0 0 0 0

A dm in istr a t ion fee 0 0 0 0 0

Tr a n sfer fee 0 0 0 0 0

Oth er pa y a m en ts 3 6 ,000 3 6 ,000 0 3 6 ,000 0

Socia l pr ojects 4 00,000 4 00,000 0 4 00,000 0

Edu ca t ion Sch ola r sh ips 4 2 ,3 5 0 4 2 ,3 01 0 4 2 ,3 01 -4 9 B)

Sinoa ngol 100,000 0 100,000 100,000 0

Sig n a tu r e Bon u s 0 0 0 0 0

Reg istr a t ion Fees 0 0 0 0 0

Licen se fee for th e ex plor a tion 0 0 0 0 0

A dm in istr a t ion fee 0 0 0 0 0

Tr a n sfer fee 1 00,000 0 1 00,000 1 00,000 0

Oth er pa y a m en ts 0 0 0 0 0

Socia l pr ojects 0 0 0 0 0

Edu ca t ion Sch ola r sh ips 0 0 0 0 0

St a pet 18,328 8,000 10,000 18,000 -328

Sig n a tu r e Bon u s 0 0 0 0 0

Reg istr a t ion Fees 0 0 0 0 0

Licen se fee for th e ex plor a tion 1 0,000 0 1 0,000 1 0,000 0

A dm in istr a t ion fee 8 ,3 2 8 8 ,000 0 8 ,000 -3 2 8 B)

Tr a n sfer fee 0 0 0 0 0

Oth er pa y a m en ts 0 0 0 0 0

Socia l pr ojects 0 0 0 0 0

Edu ca t ion Sch ola r sh ips 0 0 0 0 0

Tot a l 1,303,678 1,170,006 110,000 1,280,006 -23,672

A mounts declared by

Government A gencies
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In 2014, the amounts received directly by the NPA from the operators are related to:

 Administration fees on account of the onshore Prospecting Authorization attributed to Stapet
in the amount of USD 8,000;

 Other receipts from Oranto Petroleum STP, Lda., in the amount of USD 36,000, in respect of
services rendered by the National Petroleum Agency of São Tomé and Príncipe and the
Agriculture and Fisheries Directorate-General of São Tomé and Príncipe, in the scope of the
exploration operations undertaken by Oranto in Block 3. These public entities assigned
human resources to these activities in 2014 and agreed on the amount of USD 36,000 in
compensation for these services. The National Petroleum Agency of São Tomé and Príncipe
received the full compensation amount and then transferred an amount of $12,000 to the São
Tomé and Príncipe’s Agriculture and Fisheries Directorate-General of in respect of this
entity’s contribution.

The amounts received by the NOA in 2014 are related to:

 Transfer fees: Sinoangol paid USD 100.000 to STP’s National Oil Account, related with the
transfer of 30% of its contractual position in Block 2 to Sonangol.

 License fee paid by Stapet in the amount of USD 10,000 in order to obtain an onshore
prospecting authorization.

According to the analysis carried out there are no differences between the amounts declared by the
operators and the amounts received by the CBSTP.

In respect of Social Projects and Scholarships, the financial flows are made via direct payments from
the operators to the suppliers of equipment/services. The NPA controls and monitors these cash
flows.

See the detailed analysis of cash flows related to Social Projects and Scholarships in Chapter 6.6.
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Additionally, based on (i) the First EITI Report of São Tomé and Príncipe, and (ii) information reported by the NPA-STP and the CBSTP in respect of 2014,
one verifies that the total payments for the different types of oil revenues, from the inception of the Exclusive Economic Zone and up to December 31, 2014
amount to USD 10,541,006, according to the breakdown presented in the following tables:

Table 21: Listing of oil revenues, by revenue type, from the inception of the EEZ (Amounts in USD)

Table 22: Listing of oil revenues, by operator, from the inception of the EEZ (Amounts in USD)

T ype of Revenue
A mounts declared until 31/12/2013

(according to 1st JMC Report)
A mounts declared in 2014 T otal declared until 31/12/2014

Sig n atu r e Bon u s 9 ,000,000 0 9 ,000,000

Reg istr a tion Fees 1 00,000 0 1 00,000

Licen se fee for th e explor a tion 0 1 0,000 1 0,000

A dm in istr a tion fee 0 8 ,000 8,000

Tr a n sfer fee 0 1 00,000 1 00,000

Oth er pa y a m en ts 0 3 6 ,000 3 6 ,000

Socia l pr ojects 0 9 2 6 ,6 81 9 2 6 ,6 8 1

Edu ca t ion Sch olar sh ips 1 6 1 ,000 1 9 9 ,3 2 5 3 6 0,3 2 5

T ot a l 9,261,000 1,280,006 10,541,006

Extractive company
Signature

bonus

Registration

Fees

License fee for the

exploration

A dministration

fees
T ransfer fees

Other

payaments

Social

projects

Education

Scholarships
Total

A FEX Globa l 0 2 5 ,000 0 0 0 0 0 0 25,000

Equ a tor 2 ,000,000 0 0 0 0 0 5 2 6 ,6 8 1 1 5 7 ,02 4 2,683,705

ERHC 0 0 0 0 0 0 0 0 0

O. G. En g en eer in g 0 2 5 ,000 0 0 0 0 0 0 25,000

Or a n to 2 ,000,000 2 5 ,000 0 0 0 3 6 ,000 4 00,000 2 03 ,3 01 2,664,301

Ov er t En er gy 0 2 5 ,000 0 0 0 0 0 0 25,000

Sin oa n gol 5 ,000,000 0 0 0 1 00,000 0 0 0 5,100,000

Sta pet 0 0 1 0,000 8 ,000 0 0 0 0 18,000

Tot a l flows since EEZ

in cept ion
9,000,000 100,000 10,000 8,000 100,000 36,000 926,681 360,325 10,541,006

% of t ot a l 85.4% 0.9% 0.1% 0.1% 0.9% 0.3% 8.8% 3.4% 100.0%

En tit ies for w h ich th er e w a s n o flow in 2 01 4 .
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6.2 Cash flows from the CBSTP to the Ministry of Planning and
Finance (source: CBSTP and Treasury Directorate)

The table below reflects the cash flows that occurred between the CBSTP and the Ministry of Planning

and Finance in the period between January 1, 2003 and December 31, 2014, according to information

obtained (i) from the First EITI Report of São Tomé and Príncipe and (ii) from the Central Bank of

São Tomé and Príncipe and from the Ministry of Planning and Finance through the external

confirmation process carried out in respect of 2014.

Table 23: Details of amounts transferred by the CBSTP to the Ministry of
Finance of STP (Amounts in USD)

The table above contains the amounts received by the CBSTP, including those received from the JDZ,

which reconciliation is performed in the following chapter.

OPERATORS

Direct investment in
social and training

programs
Tax revenuesNon tax revenues

Administrative
application rates in

public oil blocks
procurement

Signature Bonus and
other oil revenues

NPA-STP

CBSTP
(National Oil Account)

Ministry of Planning and
Finance (Treasury

Management)

revenue flow

Year CBST P
T reasury

Directorate
Difference

2 003 0 0 0

2 004 0 0 0

2 005 1 4 ,7 00,000 1 4 ,7 00,000 0

2 006 1 5 ,6 00,000 1 5 ,6 00,000 0

2 007 1 0,3 00,000 1 0,3 00,000 0

2 008 3 ,000,000 3 ,000,000 0

2 009 2 ,4 00,000 2 ,4 00,000 0

2 01 0 1 ,9 5 5 ,2 7 1 1 ,9 5 5 ,2 7 1 0

2 01 1 1 ,5 6 7 ,1 4 6 1 ,5 6 7 ,1 4 6 0

2 01 2 1 ,2 5 4 ,02 8 1 ,2 5 4 ,02 8 0

2 01 3 1 ,8 05 ,1 2 4 1 ,8 0 5 ,1 2 4 0

2 01 4 2 ,4 4 7 ,2 9 7 2 ,4 4 7 ,2 9 7 0

T ot a l 55,028,866 55,028,866 0

There are no differences
between the amounts
transferred from the
National Oil Account
(according to the CBSTP’s
confirmation) and those
received by the Treasury
Directorate to complement
STP’s State Budget
(according to the
confirmation of the Treasury
Directorate).
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6.3 Cash flows from the JDA to the CBSTP (source: CBSTP and JDA)

In accordance with that laid down in the Contract Celebrated between Nigeria and São Tomé and
Príncipe, the revenues received by the JDA from the JDZ operators should be distributed in a
60%/40% proportion to the Federal Government of Nigeria and to São Tomé and Príncipe,
respectively.

The reply obtained from the Joint Development Authority confirms that no cash flows occurred in
financial year 2014.

Although in the 2014 financial year no amounts were received by the JDA due to the inactivity in the
JDZ in said period (see analysis of the overview of the JDZ in Chapter 2.4.2), we present below the
flows accumulated since 2003 based on the figures published on the First EITI Report of São Tomé
and Príncipe.

6.3.1 Reconciliation of the Cash Flows between the JDA/CBSTP

The table below presents the cash flows that occurred during the period from January 1, 2003 through
December 31, 2014, according to (i) the First EITI Report of São Tomé and Príncipe and (ii)
information reported in respect of the 2014 financial year by the JDA and the CBSTP.
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Table 24: Reconciliation of payments from the JDA to the CBSTP (Amounts in

USD)

Description Source year
Signature
Bonus

Interest Total

Amounts transferred by
JDA to CBSTP

ADC
2005 37,764,997 37,764,997

2007 13,600,000 * 2,393,947 30,993,947

Total 51,364,997 2,393,947 68,758,944

Amounts received by
CBSTP from JDA

BCSTP
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

* The amount of USD 13,600,000 is net of USD 15,000,000 corresponding to a debt the Government
of São Tomé and Príncipe had vis-à-vis the Government of Nigeria. Mr. Manuel de Deus Lima
(Minister of Natural Resources and Environment) sent a letter to Mr. Ado Yakubu Wanke (Chairman
of the JDC) on April 12, 2007 authorizing the deduction of USD 15,000,000 from the transfer
associated with signature bonuses in respect of Blocks 2 and 4. The total signature bonuses totaled
USD 28,600,000 and, consequently, the net amount transferred to NOA was USD 13,600,000.

The difference of USD 2,393,947 relates to interest paid by the JDA to the CBSTP that was not
considered in the response obtained from the CBSTP.

6.3.2 Reconciliation of the Cash Flows from the JDZ operators to the CBSTP

Based on the response from the JDA for financial year 2014 and the information contained in the First
EITI Report, and based on Article 3 of the Contract Celebrated between Nigeria and São Tomé and
Príncipe that establishes the revenue split in the proportion of 60%/40% between Nigeria and São
Tomé and Príncipe, respectively, the reconciliation between the total amount received by the JDA and
the total amount transferred to the National Oil Account was carried out, as evidenced in the table
below:

Table 25: Amounts received by the JDA from the JDZ operators (Amounts in

USD)

Description
Amounts in

USD
Nigeria

Sao Tome and

Principe

Total Signature Bonuses 324,000,000 1 94,400,000 1 29,600,000

Deduction of ERHC's pay m ent (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 1 3,552,505 9,035,003

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

Repay ment of FGN loan by STP 1 5,000,000 1 5,000,000

Federal Gov ernment of Nigeria allocation to 2006 Budget 4,650,000 4,650,000

Federal Gov ernment of Nigeria allocation to 2007 Budget 8,1 7 3,07 1 8,1 7 3,07 1

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 27 2,200,000

JDA other rev enues (**) 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%) 1 29,600,000

Nigeria (60%) 1 94,400,000
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(*) More information on the agreement with ERHC, in addition to that verbally communicated by the
JDZ and the NPA in the Workshop on the First EITI Report, can be found at
http://www.juristep.com/relatorios/PGR.pdf

(**) The JDA's other revenue sources are related to the sale of seismic data, license transfers, license

fees, concession rentals, studies and interest received. All the revenue was taken into account in the

JDZ’s budget from 2003 through 2013, except for that related to interest. The interest earned on the

signature bonuses, in the amount of USD 6,487,946, was transferred to the Governments of Nigeria

and STP during 2007 and 2008.

The table below evidences the reconciliation of the amounts received by the CBSTP in respect of

payments made by the JDZ operators to the JDA.

Table 26: Reconciliation of amounts paid by the JDZ operators/amounts

received by the CBSTP (Amounts in USD)

6.3.3 The JDA’s Budget

According to (i) the First EITI Report of São Tomé and Príncipe and (ii) information provided by the
JDA in respect of its budget for financial 2014, which amounted to USD 12,265,789, the details of the
amount accumulated since 2003 is presented in the following table:

Description Amounts

São Tomé e Príncipe share (40%) 1 29,600,000

Deductions of payments from the JDA to the CBSTP:

Loan deduction for the JDA's set-up costs (STP's share) 9,035,003

Contribution for the JDA's 2005 budget 2,400,000

Deduction related to the ERHC's deal (according to the NPA-STP information) 51 ,800,000

Nigeria loan to São Tomé e Príncipe deduction 1 5,000,000

Total deductions 78,235,003

Total to transfer to CBSTP 51,364,997

Amounts received by CBSTP

First cash inflow (July 7 , 2005) 37 ,7 64,997

Second cash inflow (May 31 , 2007 ) 1 3,600,000

Total amounts received by CBSTP 51,364,997

Difference 0
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Table 27: The JDA's annual budget (Amounts in USD)

According to the above table, São Tome and Príncipe’s contribution to the JDZ’s budget should be
USD 41,892,835, equivalent to 40% of the JDA’s total budget from 2004 through 2014, and Nigeria’s
contribution should be USD 62,838,052, equivalent to 60% of the JDA’s total budget. This
information is detailed to the following table:

Table 28: The JDA's annual budget – Contributions of the Governments of
Nigeria and STP, by year (Amounts in USD)

Hence, and based on (i) that referred to in the First EITI Report of São Tomé and Príncipe for the
period 2003 through 2013 and (ii) the information provided by the JDA in respect of financial 2014,
we have noted that the budget of this entity, which mission, attributed via the joint treaty, is to
manage the resources of the joint zone, has been fully supported, since 2008, by the Nigerian
Government. Furthermore, we were informed that STP’s contribution will be deducted in the future
from the first oil revenues that are expected to occur in Block 1 in the 24 month period following the
signing of the production sharing contract with the new operator selected at the end of the first half of
2015 (Equator Hydrocarbon).

Year JDA ’s approved budget
Oil Revenues

contribution

Nigeria and STP’s

government

contributions

2 003 0 0 0

2 004 1 0,1 2 1 ,000 0 1 0,1 2 1 ,000

2 005 6 ,000,000 0 6 ,000,000

2 006 1 4 ,09 7 ,5 5 9 0 1 4 ,09 7 ,5 5 9

2 007 1 3 ,000,000 5 ,2 5 0,000 7 ,7 5 0,000

2 008 1 5 ,3 2 7 ,9 9 9 7 ,3 9 8 ,08 3 7 ,9 2 9 ,9 1 6

2 009 1 6 ,8 07 ,07 3 2 ,7 05 ,1 7 4 1 4 ,04 1 ,9 00

2 01 0 8 ,000,000 0 8 ,000,000

2 01 1 1 2 ,000,000 8 ,9 7 6 ,07 9 3 ,02 3 ,9 2 1

2 01 2 1 2 ,000,000 0 1 2 ,000,000

2 01 3 9 ,5 00,000 0 9 ,5 00,000

2 01 4 1 2 ,2 6 5 ,7 8 9 0 1 2 ,2 6 5 ,7 8 9

Tot a l 129,119,420 24,329,336 104,730,086

Year

Governments’

Contribution

(Nigéria e ST P)

Nigeria’s

contribution

60%

ST P’s contribution

40%

2 003 0 0 0

2 004 1 0,1 2 1 ,000 6 ,07 2 ,6 00 4 ,04 8 ,4 00

2 005 6 ,000,000 3 ,6 00,000 2 ,4 00,000

2 006 1 4 ,09 7 ,5 5 9 8 ,4 5 8 ,5 3 5 5 ,6 3 9 ,02 4

2 007 7 ,7 5 0,000 4 ,6 5 0,000 3 ,1 00,000

T ot a l u nt il 2007 37,968,559 22,781,135 15,187,424

2 008 7 ,9 2 9 ,9 1 7 4 ,7 5 7 ,9 5 0 3 ,1 7 1 ,9 6 7

2 009 1 4 ,04 1 ,9 00 8 ,4 2 5 ,1 4 0 5 ,6 1 6 ,7 6 0

2 01 0 8 ,000,000 4 ,8 00,000 3 ,2 00,000

2 01 1 3 ,02 3 ,9 2 1 1 ,8 1 4 ,3 5 3 1 ,2 09 ,5 6 8

2 01 2 1 2 ,000,000 7 ,2 00,000 4 ,8 00,000

2 01 3 9 ,5 00,000 5 ,7 00,000 3 ,8 00,000

2 01 4 1 2 ,2 6 5 ,7 8 9 7 ,3 5 9 ,4 7 4 4 ,9 0 6 ,3 1 6

T ot a l 2008/2014 66,761,527 40,056,917 26,704,611

T ot a l JDA 's bu dget 104,730,086 62,838,052 41,892,035
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Of the total contributions of STP amounting to USD 41,892,035, only USD 15,000,000 were paid, as
referred in Chapter 6.3.1. Hence, STP is indebted to Nigeria in USD 27M, and this amount has not
been considered in STP’s State Budget.

6.4 Cash flows from the Operators to the Treasury Directorate

As mentioned in Chapter 3, as a result of the oil activity there may be a number of potential tax
revenues, including those resulting from Income Tax on non-oil operations (rentals of ships,
helicopters, probes, ...) associated with the oil contracts. These potential revenues should be paid
directly by the operators to the Treasury Directorate.

However, according to information obtained through the confirmation process for the year 2014 with
the oil operators and the Treasury Directorate, there were no types of flows between the operators and
the Treasury Directorate.

6.5 Detail of the National Oil Account movements and transfers to the
State Budget

Based on (i) that referred to in First EITI Report of São Tomé and Príncipe for the period 2003
through 2013; and (ii) information obtained through the confirmation process for 2014 from the oil
operators and from the CBSTP, the following table details the movements accumulated in the National
Oil Account during the period from January 1, 2003 through December 31, 2014:

OPERATORS

Direct investment in
social and training

programs
Tax revenuesNon tax revenues

Administrative
application rates in

public oil blocks
procurement

Signature Bonus and
other oil revenues

NPA-STP

CBSTP
(National Oil Account)

Ministry of Planning and
Finance (Treasury

Management)

revenue flow
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51,364,997

9,110,000

Source of National Oil Account Revenue
(Amounts in USD)

JDA EEZ

Table 29: National Oil Account Movements (Amounts in USD)

Although in 2014 there were no receipts in the NOA related to operations and activities in the JDZ, we
noticed that the accumulated cash flows are essentially related to signature bonuses received from the
JDA, as evidenced in the following chart:

Chart 1 - Total inflows in the National Oil Account (EEZ and JDA) in USD

Date Description Entity
NOA 's

Inflows

NOA 's

Outflows

1 7 -07 -2 005 1 st Bon u s JDA 3 7 ,7 6 4 ,9 9 7 0

1 7 -07 -2 005 Ex pen ses Ex pen ses 0 -5 0

1 9 -07 -2 005 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -1 3 ,000,000

01 -1 2 -2 005 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -1 ,7 00,000

2 6 -05 -2 006 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -1 5 ,6 00,000

3 1 -05 -2 007 2 n d Bon u s JDA 1 3 ,6 00,000 0

2 1 -06 -2 007 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -8 ,000,000

02 -09 -2 007 In ter ests (JDA ) JDA 2 ,3 9 3 ,88 7 0

2 9 -1 0-2 007 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -2 ,3 00,000

1 4 -07 -2 008 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -3 ,000,000

03 -04 -2 009 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -2 ,4 00,000

2 4 -09 -2 01 0 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -1 ,9 5 5 ,2 7 1

2 9 -03 -2 01 1 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -1 ,5 6 7 ,1 4 7

3 0-1 2 -2 01 1 3 r d Bon u s Or a n to 2 ,000,000 0

05 -03 -2 01 2 Ex pen ses Ex pen ses 0 -2 8

05 -03 -2 01 2 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -1 ,2 5 4 ,000

08-05 -2 01 2 4 th Bon u s Equ a tor 2 ,000,000 0

04 -04 -2 01 3 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -1 ,805 ,1 2 4

2 4 -1 2 -2 01 3 5 th Bon u s Sin oan g ol 5 ,000,000 0

3 1 -01 -2 01 4 STP’s a n n u a l bu dg et STP’s Gov er n m en t 0 -2 ,4 4 7 ,2 9 7

08-08 -2 01 4 Licen se fee for th e explor at ion STA PET 1 0,000 0

2 8-1 0-2 01 4 Con tr a tu a l Posit ion Con cession Ra te Sin oan g ol 1 00,000 0

Tot a l 62,868,884 -55,028,917

Net effect of in flow s a n d ou tflow s of NOA 7 ,83 9 ,9 6 7

In ter est u n til 3 1 /1 2 /2 01 3 2 ,06 0,000

In ter est 2 01 4 4 ,1 04

Ba lan ce a t 31/12/2014 9,904,071

The graph shows the total
amounts received in the
National Oil Account of São
Tomé and Príncipe. Of the
total amount received
(approximately USD 60.5
Million), 84.9% of the flows
occurred via the JDA and the
remaining 15.1% via receipts
from the EEZ operators.
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Based on (i) the First EITI Report of São Tomé and Príncipe for the period between 2003 and 2013
and (ii) information obtained, through the confirmation process for 2014, from the Treasury
Directorate and from the CBSTP, the following table summarizes the transfers between the National
Oil Account of São Tomé and Príncipe and the Treasury Directorate, to finance the State Budget.

Table 30: Details of amounts transferred from the CBSTP to STP's Ministry of
Finance (Amounts in USD)

According to Article 8 of Law 8/2004 – Framework-Law governing Oil Revenues, the annual amount

to be transferred to the State Budget of STP for each year from 2006 and until the end of the first year

after the start of production shall be equivalent to a maximum of 20% of the balance of the National

Oil Account. The table below evidences the compliance with that recommended in the Framework-

Law governing Oil Revenues, in the years 2013 and 2014 for the Budget State in respect of years 2014

and 2015.

Table 31: Amounts transferred from the NOA to STP's State Budget (Amounts
in USD)

Year CBST P
T reasury

Directorate
Differences

2 003 0 0 0

2 004 0 0 0

2 005 1 4 ,7 00,000 1 4 ,7 00,000 0

2 006 1 5 ,6 00,000 1 5 ,6 00,000 0

2 007 1 0,3 00,000 1 0,3 00,000 0

2 008 3 ,000,000 3 ,000,000 0

2 009 2 ,4 00,000 2 ,4 00,000 0

2 01 0 1 ,9 5 5 ,2 7 1 1 ,9 5 5 ,2 7 1 0

2 01 1 1 ,5 6 7 ,1 4 6 1 ,5 6 7 ,1 4 6 0

2 01 2 1 ,2 5 4 ,02 8 1 ,2 5 4 ,02 8 0

2 01 3 1 ,8 05 ,1 2 4 1 ,8 05 ,1 2 4 0

2 01 4 2 ,4 4 7 ,2 9 7 2 ,4 4 7 ,2 9 7 0

T ot a l 55,028,866 55,028,866 0

Nature A mount

Net effect of in flow s a n d ou tflow s of NOA a t 3 1 .1 2 .2 01 3 1 0,1 7 7 ,2 6 4 [A ]

A ccu m u la ted in ter est 2 ,06 0,000

NOA ba la n ce a t 3 1 .1 2 .2 01 3 1 2 ,2 3 7 ,2 6 4

Ou t for Bu dg et Sta te a t 3 1 .01 .2 01 4 2 ,4 4 7 ,2 9 7 [B ]

% Ou t pu t for t h e 2014 a nn u al bu dget ST P Gov ern m ent on t he

t ot a l ba lan ce of NOA 31.12.2013
20%

Net effect of in flow s a n d ou tflow s of NOA a t 3 1 .1 2 .2 01 4 7 ,83 9 ,9 6 7 [C ] = [A ] - [B ]

In ter est u n t il 3 1 .1 2 .2 01 3 2 ,06 0,000 [D ]

Oth er effects befor e 2 01 4 2 00 [E]

In ter est 2 01 4 4 ,1 04 [F ]

NOA ba la n ce a t 3 1 .1 2 .2 01 4 9 ,9 04 ,2 7 1 [G] = [C ] + [D ] + [E] + [F ]

Ou t for Bu dg et Sta te a t 2 01 5 in 2 9 .05 .2 01 5 1 ,9 8 0,5 7 5 [H] = [G] X 2 0 %

% Ou t pu t for t h e 2015 a nn u al bu dget ST P Gov ern m ent on t he

t ot a l ba lan ce of NOA 31.12.2014
20%
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The following tables and graphs, based on the information provided by the Treasury Directorate, represent the weight of the oil revenues in the State Budget
of the Government of São Tomé and Príncipe and the overall characterization of public expenditure.

Table 32.1: Structure of the State Budget Revenue of São Tomé and Príncipe

As can be noted, the structure of the State Budget revenue of São Tomé and Príncipe is significantly dependent on donations (35% of the total budget revenue
in 2014), these being mainly used on specific projects or to directly finance the budget.

Table 32.2: Structure of the State Budget Expenditure of São Tomé and Príncipe

Revenue component 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 E2014

Cu r ren t in com e ta x a n d n on -ta x (in billion of STD) 1 4 2 1 6 5 1 9 8 3 06 3 7 4 4 5 1 5 2 9 7 07 7 9 3 7 7 7 1 .006 9 7 5

Don ation s (in billion of STD) 1 7 9 2 03 2 1 4 2 6 4 2 08 3 7 1 6 2 1 7 5 2 7 9 3 7 6 8 6 7 2 6 5 7

In ter n a l a n d ext er n a l fin an cin g (in billion of STD) 0 0 3 6 4 -1 9 4 1 00 1 7 6 5 8 3 4 02 5 4 2 4 7 8 1 2 2 2 7

Tr a n sfers of th e Na tion al Oil A ccou n t (in billion of STD) 0 0 1 5 5 1 9 4 1 3 8 4 3 3 9 3 6 2 7 2 3 3 4 4 4

T ot al of St at e Bu dget of STP (in billion of STD) 321 368 931 570 821 1.042 1.772 1.897 2.156 2.047 1.724 1.903

A v er a g e ex ch a n ge r ate for th e per iod (USD/STD) 9 .3 4 8 9 .9 02 1 0.5 5 8 1 2 .4 4 9 1 3 .5 3 7 1 4 .6 9 5 1 6 .2 09 1 8.4 9 9 1 7 .6 2 3 1 9 .06 8 1 8.4 5 0 1 8.2 8 1

T ot al of St at e Bu dget of STP (in m illion of USD) 34 37 88 46 61 71 109 103 122 107 93 104

Expenditure components (in billion of ST D) 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 E2014

Cu rrent expen ses n.a . n.a. n.a. n.a. 479 548 642 767 785 853 956 1,085

Pa y r oll ex pen ses n .a . n .a . n .a . n .a . 1 7 4 2 1 9 2 5 2 3 3 8 3 7 9 4 2 7 5 2 0 5 6 9

Goods an d ser v ices n .a . n .a . n .a . n .a . 1 1 2 1 6 4 1 9 5 1 9 1 1 6 8 1 7 0 1 6 2 2 2 2

Debt in ter est n .a . n .a . n .a . n .a . 2 6 2 3 1 6 1 6 2 4 2 9 3 1 2 8

Su bsidies a n d Cu r r en t Tr a n sfer s n .a . n .a . n .a . n .a . 1 3 4 1 03 1 4 4 1 9 2 1 8 1 1 8 7 2 08 1 8 0

Ot h er s n .a . n .a . n .a . n .a . 1 1 1 7 4 1 02 1 4 5 1 3 0 1 3 5 1 4 4 5 8

Pr ín cipe A u ton om ou s Region n .a . n .a . n .a . n .a . 1 4 1 9 2 6 3 0 3 1 3 1 3 7 3 3

Mu n icipa lit ies n .a . n .a . n .a . n .a . 9 1 0 1 6 1 7 2 0 2 1 2 8 3 2

Oth er cu r r en t ex pen ses n .a . n .a . n .a . n .a . 3 1 3 6 3 2 2 8 3 1 3 8 3 2 8 4

Ex pen ses fr om th e pr ev iou s y ea r n .a . n .a . n .a . n .a . 2 3 3 0 2 1 2 2

Ca pit a l expenses n.a . n.a. n.a. n.a. 341 493 1,130 1,130 1,371 1,194 768 874

Pu blic In v estm en t n .a . n .a . n .a . n .a . 2 7 7 4 2 8 1 ,08 2 1 ,08 3 1 ,2 9 2 1 ,1 9 4 7 6 8 87 4

Oth er Ca pita l Ex pen ditu r es n .a . n .a . n .a . n .a . 6 4 6 5 4 9 4 8 7 9 0 0 0
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With regard to the expenditure structure, and despite the only data available being that for the year 2007, we found that the most relevant components are (i)
personnel costs, which represented approximately 28% of the total expenditure budget in 2014 (2013: 30%) and (ii) capital expenditure in public investment,
which represented, in 2014, approximately 43% of the total expenditure budget (2013: 45%).

The Framework-Law governing Oil Revenues (Law 8/2004) states that (i) an amount not less than 7% of the annual amount transferred from the National Oil
Account to the State Budget is set aside each year for public spending in the Autonomous Region of Príncipe and (ii) an amount not less than 10% of the
annual amount transferred from the National Oil Account to the State Budget is set aside each year for the State's participation in the budget of the local
Municipalities, distributed under the Local Finance Law.

Hence, as can be seen in the following table and considering the information provided by the Treasury Directorate, it was only in the subsidies and current
transfers for the year 2007 from the State Budget to the Municipalities that the amount of the transfers did not comply with the minimum of 10 % of the total
annual transfers from the National Oil Account, as defined in the Framework-Law governing Oil Revenue.

Table 32.3: NOA transfers to the State Budget corresponding to transfers to the Autonomous Region of Príncipe and
Municipalities

The following table shows the % of oil revenues in the General State Budget of the Government of São Tomé and Príncipe in the period 2003 – 2014.

Table 33: Contribution of the National Oil Account to the State Budget of the Government of STP (Amounts in million

USD)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 E2014

Tr a n sfer s of th e Na tion a l Oil A ccou n t (in billion of STD) 0 0 1 5 5 1 9 4 1 3 8 4 3 3 9 3 6 2 7 2 3 3 4 4 4

Su bsidies a n d Cu r r en t Tra n sfer s - Pr ín cipe A u ton om ou s Reg ion n .a . n .a . n .a . n .a . 1 4 1 9 2 6 3 0 3 1 3 1 3 7 3 3

% NOA tr a n sfer n .a . n .a . n .a . n .a . 1 0% 4 4 % 6 6 % 83 % 1 1 3 % 1 3 5 % 1 07 % 7 4 %

Su bsidies a n d Cu r r en t Tra n sfer s - Mu n icipa lit ies n .a . n .a . n .a . n .a . 9 1 0 1 6 1 7 2 0 2 1 2 8 3 2

% NOA tr a n sfer n .a . n .a . n .a . n .a . 7 % 2 4 % 4 0% 4 9 % 7 5 % 88 % 8 3 % 7 3 %

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 E2014

Tota l of Sta te Bu dg et of STP (in m illion of USD) 3 4 .3 3 7 .1 8 8 .2 4 5 .8 6 0.6 7 0.9 1 09 .3 1 02 .5 1 2 2 .3 1 07 .3 9 3 .5 1 04 .1

Con t r ibu tion of th e Na tion a l Oil A ccou n t to t h e Gen er a l Bu dget of t h e

Gov er n m en t of STP (in m illion USD)
0.0 0.0 1 4 .7 1 5 .6 1 0.3 3 .0 2 .4 2 .0 1 .6 1 .3 1 .8 2 .4

% Con tr ibu tion of th e Na tion a l Oil A ccou n t to th e Gen er a l Bu dg et of

t h e Gov er n m en t of STP
0.0% 0.0% 1 6 .7 % 3 4 .1 % 1 7 .0% 4 .2 % 2 .2 % 1 .9 % 1 .3 % 1 .2 % 1 .9 % 2 .4 %
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Chart 3: Weight of the oil revenues in the State Budget of STP

6.6 Cash flows from the Oil Operators to Social Projects and training

The National Petroleum Agency of São Tomé and Príncipe whilst regulator of the oil sector in the
Exclusive Economic Zone and entity responsible for managing the Production Sharing Contracts
(PSC) has the function of coordinating the implementation process of the Social Projects and Training
Scholarships arising in the scope of these contracts. Regarding the Joint Development Zone, the Joint
Development Authority is responsible controlling the execution of the respective Social Projects and
Training Scholarships. In accordance with the information reported by the JDA, there were no project
executions in 2014. This situation is consistent with the inactivity verified in the JDZ in 2014.
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6.6.1 Social Projects

Based on (i) the Production Sharing Contracts signed with operators of the Exclusive Economic Zone
that define the Social Project obligations, (ii) the First EITI Report of São Tomé and Príncipe for the
period 2003-2013 and (iii) information obtained through the confirmation process for 2014 from oil
operators in the EEZ and from the NPA, the implementation status of the Social Projects may be
summarized as follows:

Table 34: Social Projects contracted with the EEZ operators (Amounts in USD)

Social Project (Estimation) – as per contract

Entity Block 2012 2013 2014
Total
contracted

Equator Block 5 200,000 400,000 400,000 1,000,000

Oranto Block 3 200,000 200,000 200,000 600,000

Sinoangol Block 2 0 0 625,000 625,000

400,000 600,000 1,225,000 2,225,000

Table 35: Social Projects executed by the EEZ operators (Amounts in USD)

Social Projects executed

Entity/
Block

2012 2013 2014
Total
executed

Equator Block 5 0 0 526,681 526,681

Oranto Block 3 0 0 0 0

Sinoangol Block 2 0 0 0 0

0 0 526,681 526,681

Table 36: Evolution of Social Project obligations (Amounts in USD)

Evolution of Social Projects Amount

Social Projects due in 2012 as per contracts 400,000

Social Projects executed in 2012 0

Pending balance at 31/12/2012 400,000

Social Projects due in 2013 as per contracts 600,000

Social Projects executed in 2013 0

Pending balance at 31/12/2013 1,000,000

Social Projects due in 2014 as per contracts 1,225,000

Social Projects executed in 2014 -526,681

Pending balance at 31/12/2014 1,698,319

Social Projects due in 2015 1,225,000

Social Projects underway in 2015 -400,000

Social Projects with implementation scheduled for 2015 -1,625,000

Social Projects due and not executed at 31/12/2015 (estimate) 898,319
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Table 37: Social Projects planned for execution in 2014 in STP (Amounts in USD)

Entity/Block Project Name Locale
Approved
budget

Actual Budget
in 2014

Current
budget in
2015

Reprogrammed
in 2015

Comments - 2015

Equator
Block 5

Acquisition of 8 school buses
São Tomé and
Príncipe

600,000 526,681 0 0

Construction of classrooms (Potó) São Tomé 200,000 0 0 200,000
Replaced by an acquisition project for 4
(four) semi-equipped ambulances in
2015.

Oranto
Block 3

Acquisition of lab equipment for the
Liceu Nacional (High School)

Água Grande 100,000 0 0 200,000 Replaced by the construction of three
multipurpose sports venues (grounds)
in 2015.Construction of homes for youths Monte Café/Me Zoxi 100,000 0 0

Construction of kindergartens Terreiro Velho 115,000 0 115,000 0

Construction of kindergartens Pincaté 115,000 0 115,000 0

Construction of kindergartens Ponta do Sol 115,000 0 115,000 0

Construction of homes for the elderly Príncipe 55,000 0 55,000 0

Sinoangol
Block 2

Acquisition of 2 firefighter engines
with rescue kits

Água Grande 625,000 0 0 625,000

Replaced by 6 Firefighter engines: 2
firefighter engines of twelve thousand
liters (12000L); 2 firefighter engines of
five thousand liters (5000L); and 2
firefighter engines of 2000 liters
(2000L) in 2015.

Total approved for Social
Projects

2,025,000 526,681 400,000 1,025,000

Of the total amount of USD 2,025,000 budgeted for Social Project execution in 2014, only USD 526,681 were executed with the acquisition of eight school

buses. Considering the low level of execution of the amounts contractually defined for Social Projects, as at December 31, 2014 there is an amount of USD

1,698,319 pending execution. In 2015, three kindergartens and four homes for the elderly started being built in the Autonomous Region of Príncipe, in the

value of USD 400,000. We noted an increase in social project funds not yet executed:

Table 38: Social Projects due and not executed (Amounts in USD)

Social Projects at 31/12/2012 at 31/12/2013 at 31/12/2014

Amount to be used 400,000 1,000,000 1,698,319
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Table 39: Social Projects Planned for execution in 2015 in STP (Amounts in USD)

Entity/Block Project Name Location
Under
execution in
2015

Execution
planned for 2015

Comments - 2015

Equator
Block 5

Acquisition of 15 buses with 34 seats
São Tomé and
Príncipe

0 400,000 Not budgeted in 2014 or prior years.

Acquisition of 4 semi-equipped ambulances São Tomé 0 200,000
Replaces the construction of classrooms (Potó)
budgeted in 2014.

Oranto
Block 3

Construction of 1 multipurpose sports venue
Água Izé (sede)/
Cantagalo

0

400,000

Replaces the acquisition of lab equipment for the
Liceu Nacional (High School) (USD 100,000) and
construction of a Social Center for youths in Monte
Café (USD 100,000), budgeted in 2014.Construction of 1 multipurpose sports venue

Monte Café (sede)/Mé
Zôxi

0

Construction of 1 multipurpose sports venue
Cidade de
Guadalupe/Lobata

0 Not budgeted in 2014 or prior years.

Construction of kindergartens Terreiro Velho 115,000 0 Using funds foreseen in 2014.

Construction of kindergartens Pincaté 115,000 0

Construction of kindergartens Ponta do Sol 115,000 0

Construction of homes for the elderly Príncipe 55,000 0

Sinoangol
Block 2

Acquisition of 2 firefighter engines of twelve thousand
liters (12000L)

São Tomé and
Príncipe

0

625,000
Replaces the acquisition of 2 firefighter engines
with rescue kits.

Acquisition of 2 firefighter engines of five thousand liters
(5000L).

São Tomé and
Príncipe

0

Acquisition of 2 firefighter engines of two thousand liters
(2000L).

São Tomé and
Príncipe

0

Total approved for Social Projects 400,000 1,625,000
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6.6.2 Training Scholarships

In respect of training scholarships, only USD 199,350 were executed, said amount being used to

provide training for the NPA’s staff. As deliberated by the NPA’s Board of Directors, 45% of the

training scholarships contracted are to be used for NPA staff training and 55% are to be allocated to

specific programs developed by the GRDSTP. Considering the reduced execution of the contractually

defined training scholarship funding, as at December 31, 2014 an amount of USD 589,650 is pending

execution.

Table 40: Scholarships contracted with the EEZ Operators (Amounts in USD)

Education Scholarships estimated – as per contract Beneficiaries

Entity Block 2012 2013 2014
Total
contracted

NPA
45%

Government
55%

Equator
Block
5

50,000 100,000 100,000 250,000 112,500 137,500

Oranto
Block
3

150,000 150,000 150,000 450,000 202,500 247,500

Sinoangol
Block
2

0 0 250,000 250,000 112,500 137,500

200,000 250,000 500,000 950,000 427,500 522,500

Table 41: Scholarships executed in the EEZ (Amounts in USD)

Education Scholarships executed Beneficiaries

Entity Block 2012 2013 2014
Total
executed

NPA
45%

Government
55%

Equator
Block
5

0 0 157,024 157,024 157,024 0

Oranto
Block
3

0 161,000 42,301 203,301 203,301 0

Sinoangol
Block
2

0 0 0 0 0 0

0 161,000 199,325 360,325 360,325 0

Table 42: Scholarships committed and not executed by December 31, 2014
(Amounts in USD)

Scholarships at 31/12/2014

Amount not executed - GRDSTP 522,500

Amount not executed - NPA 67,175

Total pending execution 589,675

According to information provided by the NPA, training for the technical staff of the NPA is planned
for 2015, such training being financed by Sinoangol.
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Up to the present date no information has been made available to us on (i) the planned execution of
scholarships to be attributed by the GRDSTP in 2015 and (ii) the selection criteria to be applied to the
candidates for the attribution of said scholarships by the GRDSTP.

According to the findings of the First EITI Report of STP and as also verified in 2014, Social Projects
arising from contracts celebrated by the NPA-STP are not registered in any institution or official
document, being solely controlled by the NPA-STP. Hence, and considering the audition of Civil
Society, namely through the FONG-STP representatives and the Príncipe island representative we
have found that this process needs improvements of terms of management, dissemination and
implementation control.

6.7 Procedures for measuring the reliability of the data reported

According to the requirements of the EITI, data reliability is a critical point for the assessment of a
country's Transparency and, consequently, one of the points to bear in mind in evaluating the criteria
for considering a country compliant. In this sense, we requested from the extractive companies,
identified in Chapter 4.1, their most recent audited financial statements and a reference as to the
entity that audited said financial statements. The EITI requirements with regard to the reliability of
data require that the companies involved in the flows’ confirmation process should have audited
financial statements in accordance with international standards and aligned with best practices in the
oil sector.

Furthermore, and in addition to requesting the audited financial statements of the above Entities, we
assessed the current legal framework in the country with regard to the requirement for STP
Companies to submit audited financial statements on an annual basis.

Thus, bearing in mind the contacts made, namely with the Ministry of Finance and Public
Administration and the NPA, we found that:

 there is still no requirement for companies to present audited financial statements in São
Tomé and Príncipe;

 the NPA has the right to audit operators in the EEZ, such right being provided for in clause
15.2 of the Production Sharing Contract;

 the oil industry companies that have celebrated Production Sharing Contracts with the State
of São Tomé and Príncipe are to keep their accounting records up-to-date, in accordance with
clause 15.1 of the PSC;

 no audits of the operators have as yet been carried by the NPA, by virtue of the inexistence of
significant activity to justify such a procedure;

 the Parent Companies of the oil industry companies in São Tomé and Príncipe, given the
negligible level of activity and the materiality level of the operations in 2014, have not carried
out any audits, this information having been obtained from the operators in the reconciliation
process.

 The table below summarizes the latest audited financial information available at the level of the parent

holding company of each company:

Company Parent Company
Year of financial

statements (parent)

Parent Company

A uditor

Equ a tor Oan do En er gy Resou r ce In c 2 01 4 Pw C

ERHC ERHC En er gy In c. 2 01 4 Ma lon eBa iley LLP

Or a n to A tlas Or a n to Petr oleu m Ltd n /a n /a

Sin oa n gol Sona n g ol / Sin opec 2 01 4 EY / Pw C

Stapet Sta pet Cor por at ion n /a n /a
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In respect of government agencies, since early 2003 the Court of Auditors in São Tomé and Príncipe
has the responsibility for ensuring the transparency of public accounts and the proper implementation
of the goods and public funds, as required by modern democratic states and in accordance with
principles universally accepted and expressed by the International Organization of Supreme Audit
Institutions Audit ( INTOSAI )

However, and considering the information made available, namely, on the website of Court of
Auditors (http://www.tcontas-st.com/ ), no specific references to any audit to government entities
involved Extractive Industry in São Tomé and Príncipe were found, including the National Petroleum
Agency and the Treasury Directorate.

See Recommendation 7.9 in Chapter 7 .
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7. Improvement Opportunities

This chapter identifies a number
of recommendations that should be adopted
and implemented, some having already been
identified in the First EITI Report of São Tomé
and Príncipe, in order to improve the process
and the transparency associated with the
extractive industry in São Tomé and Príncipe.
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In accordance with the EITI requirements , hereby we made an analysis of recommendations
identified in the 1st EITI Report and its implementation status.

Considering (i) the reconciliation work developed; (ii) the interactions developed, through workshops
and public presentations, both for the period between January 1, 2003 and December 31, 2013 and for
the period from January 1, 2014 to December 31, 2014, with the MSG (iii) with the operators and (iv)
with the other entities involved in the present work we seek, in this chapter, to identify some
situations/processes that can be improved upon in future processes.

#
First Report

Recommendations
Follow-up and comments - Second Report EIT I (2014)

1

Con du ct in g Wor ksh ops a n d

Gu ida n ce For u m betw een MSG

a n d oth er pla y er s

Du r in g th e y ea r 2 01 5 th er e w er e v a r iou s w or ksh ops per for m ed, n a m ely on Ma y 1 4

a n d Septem ber 2 3 , a s w ell a s sev er a l m eet in gs of th e EITI Na tion a l Com it tee w ith th e

pr esen ce of oth er sta keh older s.

2
Gov er n m en t sh ou ld im plem en t

Com plia n ce Mea su r es

Th r ou g h th e m eetin g s a n d in ter a ct ion s per for m ed du r in g th is a ssig n m en t, w e n ot iced

th is situ a tion is a pr ior ity on th e a g en da of th e gov er n m en t, h ow ev er n o str u ctu r ed

m ea su r es w er e y et im plem en ted.

3 Tr a in in g pr ogr a m s

On ly th e Na tion a l Petr oleu m A gen cy con t in u es to r ein for ce th e tech n ica l ca pa bilit ies

of its boa r ds. In th e r em a in in g gov er n m en ta l a gen cies in v olv ed, r eg a r dless of th e

kn ow ledg e of th e im por ta n ce of t r a in in g in th is a r ea , th er e w er e n o a ction s per for m ed.

4 Repor tin g tem pla tes

Th e pr ocess of pr epa r a t ion of th e r epor tin g tem pla tes w a s im pr ov ed du r in g th e y ea r

2 01 4 . No pr oblem s r eg a r din g com pr eh en sion , v a lida tion a n d r eception of th e

in for m a t ion occu r r ed.

5

Th e STP-EITI sh ou ld in du ct a

th ir d pa r ty to in v estig a te th e

u n solv ed differ en ces

Th er e w a s n o w or k per for m ed to in v estiga te th e u n r esolv ed issu es fou n d on th e 1 st EITI

Repor t, w h ich en com pa ssed th e per iod betw een 2 003 -2 01 3 . On th e 2 n d EITI Repor t,

r efer in g to th e per iod of 2 01 4 th e difer en ces w er e n ot r elev a n t.

6

In for m a tion Pa ck to r econ cile

th e Repor t in g Tem pla te a n d

En t it ies in v olv ed in th e

r econ cilia t ion

Th e pr ocess of In depen den t Recon cilia t ion of th e y ea r 2 01 4 h a d in con sider a tion th e

im pr ov em en t objectiv e of th e pr ev iou s y ea r pr a ctises, n ot h a v in g r esu lted in th e

r elev a n t situ a tion s.

7

Resu lts Pu blica tion a n d

dissem in a tion th r ou gh civ il

society

Follow in g th e pu blica tion of th e fir st stu dy , th e MSG th r ou gh its per m a n en t

secr eta r ia t dev eloped du r in g th e y ea r 2 01 4 a n d 2 01 5 , u n t il th e pr esen t da te,

dissem in a tion a ction s of th e Fir st Repor t to th e sov er eign body of its Cou n tr y a n d to th e

Civ il Society in g en er a l.

Th is dissem in a tion a ction s h a v e been per for m ed th r ou gh :

(i) per for m in g w or ksh ops, n a m ely th e on e w h ich occu r ed on th e 1 2 th of Ma y of 2 01 5 ;

(ii) pr esen ta tion to th e Na tion a l A ssem bly of th e fir st r epor t on th e 1 4 th of Ma y of

2 01 5 , w ith th e in it ia t iv e bein g disclosed on Sã o Tom é e Pr in cipe' m edia a n d a lso in th e

r em a in in g por tu gu ese spea kin g cou n tr ies a n d;

(iii) pu blic pr esen ta tion to th e civ il society of of th e fir st r epor t on Pr ín cipe isla n d a n d

in Sã o Tom é.

Follow in g th e pr ocess of dissem in a t ion of th e EITI in Sã o Tom é e Pr in cipe, th e

com u n ica tion a n d in it ia t iv e str a tegy w a s a pr ov ed by th e MSG du r in g th e m on th of

Ju ly 2 01 5 . Th e Com u n ica tion str a teg y w a s per fom ed by a n exter n a l con su lta n t w h o

n ot on ly h ea r d a n d m et w ith th e m em ber of th e EITI-STP, bu t a lso h elped defin in g th e

m ost effectiv e m ea n s for com u n ica tion th e ou tpu ts of th e Tr a n spa r en cy In it ia t iv e.

Th e Na tion a l Com m itee of th e EITI of Sã o Tom é e Pr ín cipe m u st con t in u e dev elopin g

a ction s of dissem in a t ion of th e pr in ciples of t r a n spa r en cy in Sã o Tom é e Pr in cipe.

7. Improvement opportunities
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7.1 Review of the strategy and framework of the oil sector in São
Tomé and Príncipe

Details Priority

Objectives

 Stimulation of the STP oil industry (both the Exclusive Economic Zone and
the Joint Development Zone);

 Reposition the competitiveness of São Tomé and Príncipe and the ability to
attract operators and service providers;

 Review the legal, contractual and tax frameworks applicable to the oil sector
and provision of services;

 An integrated view of the oil industry: upstream, midstream and
downstream;

 Development and training of human resources in the technical areas of the
oil sector and in good governance practices to be adopted by public entities
operating in the sector.

Actions to be taken

 Analysis of the execution of the São Tomé and Príncipe Oil Sector Strategy
(2008);

 Training of public sector staff with direct intervention in the oil industry
flows and with direct relationships with the operators in order to provide
them with the proper understanding of the sector and to transmit principles
of good governance;

 Comparative diagnostic and benchmarking with the key players, namely with
a detailed analysis of the best practices for attracting investment,
competitiveness, as well as public governance structures associated with the
upstream segment;

 SWOT analysis of the oil sector in São Tomé and Príncipe;

 Diagnosis of the current regulatory and legislative environment in São Tomé
and Príncipe associated with the midstream and downstream;

 Review of the oil industry laws (Law 8/2004 – Framework-Law governing
Oil Revenues; Law 15/2009 – Law governing Oil Sector Taxation; Law
16/2009 – Framework-Law governing Oil Operations);

 Revision of the Production Sharing Contract model;

 Revision of midstream and downstream legislation;

 Interaction with global competitiveness initiatives (e.g. International Centre
and services industry)

 Technical development of the São Tomé human resources employed in the oil
sector in order to provide them with the appropriate skills (in legal, fiscal and
operational aspects) that will allow São Tomé and Príncipe to meet the
challenges of the oil industry.
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7.2 More effective implementation of the EITI’s communication and
dissemination plan

Details Priority

Objectives

 Understanding of the STP oil industry (of both the Exclusive Economic Zone
and the Joint Development Zone);

 Understanding of the key cash flows associated with standard industry
contracts;

 Understanding of the types of evidence of payment and fulfillment of the
contractual obligations;

 Disclosure and dissemination of Information to Civil Society.

Actions to be taken

 Realization of Workshops by the EITI Secretariat with all stakeholders
involved in the EITI-STP;

 Awareness actions for all stakeholders on the benefits of the EITI and its
importance for São Tomé Society;

 Promotion of public discussions that foster dialogue as to the relevance and
importance of the oil sector;

 Definition and use of the most effective channels of communication to
disseminate messages of the Initiative;

 Regular monitoring of the communication plan and of the objectives
achieved;

 The MSG should agree the timing and deadlines for carrying out effective
communication campaigns.

7.3 Control of the State Holdings

Details Priority

Objectives

 Understanding of the Holdings of the State of São Tomé and Príncipe at the
level of their responsibilities, obligations and rights;

 Understanding of the main financial flows associated with standard industry
contracts;

 Understanding of the types of evidence of payment and fulfillment of the
contractual obligations.

Actions to be taken

 Appoint the competent body under the purview of the Ministry of Finance
and Public Administration which, together with the NPA, is to exercise
control over the Holdings of the State of São Tomé and Príncipe in the oil
sector in order to reflect, on a timely basis, the responsibilities, obligations
and rights in the State Budget of the Country.
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7.4 Regular meetings between the oil sector institutions:

Details Priority

Objectives

 Understanding of the status of the STP oil industry (both of the Exclusive
Economic Zone and the Joint Development Zone);

 Understanding of key cash flows associated with standard industry contracts;

 Understanding of the types of evidence of payment and fulfillment of the
contractual obligations;

 Clarification of the issues arising in the external confirmation process.

Actions to be taken

 Periodic meetings between the Tax Authorities, the Central Bank of São
Tomé and Príncipe, the GRIP, the EITI-STP and the National Petroleum
Agency to foster the appropriate sharing of information on the sector in all its
aspects (legal, tax and operational);

 The types of evidence that will be considered sufficient for every cash flow
should also be discussed and agreed with the Extractive Entities and the
State Entities;

 Identification of questions and answers to be properly explained to Civil
Society in order to promote the timely and clear transparency of the
extractive process.

7.5 Implementation of measures to promote the speedier execution of
Social Projects

Details Priority

Objectives

 Understanding of the STP oil industry (both of the Exclusive Economic Zone
and the Joint Development Zone);

 Understanding of the major Social Projects under the responsibility of the oil
sector companies;

 Ensure an adequate and timely implementation and monitoring of the Social
Projects;

 Compliance with the agreed-upon deadlines.

Actions to be taken

 The Government, together with the NPA should implement measures to
accelerate the implementation and execution of the Social Projects;

 Creation of an interconnection between the NPA and the Treasury
Department in order to exercise a joint monitoring of amounts budgeted for
and executed on Social Projects.
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7.6 Compliance with the Abuja Joint Declaration On the
Transparency and Good Governance in the Joint Development Zone

Details Priority

Objectives

On June 26, 2014 the Abuja Joint Declaration on Transparency and Good
Governance in the Joint Development Zone was signed. Considering the work
performed, we noticed that some of the principles contained in the Declaration
are not being met by the Joint Development Authority (JDA) , particularly in
terms of publicity and transparency of contracts, publicizing the validity of the
concessions and the results of the annual audit the financial statements.

Actions to be taken

 The matter should be addressed on the Joint Ministerial Council in order to
evaluate and implement corrective measures to ensure compliance with the
Abuja Declaration.

7.7 Government should apply Compliance Measures

Details Priority

Objectives

 Compliance with key dates;

 Access to information;

 Increase the transparency of the flows generated by the oil sector.

Actions to be taken

 Preparation of a Memorandum of Understanding that may be used to define
the stakeholders’ responsibilities and highlight the actions for non-compliant
Extractive and State Entities;

 Development of legislation that foresees the mandatory disclosure of the
information required for the present work by the Extractive and State
Entities so as to facilitate the reporting process and the process of obtaining
the necessary supporting documentation for the reconciliation. The
legislation should focus on the concept of materiality for public interest
purposes. The legislation should set a deadline for the reporting of
information by the Extractive and State Entities.

7.8 Development of training programs

Details Priority

Objectives

 Develop training programs for the entities involved.

Actions to be taken

 Identify the specific training requirements of each of the government entities
involved in the oil sector.
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7.9 Publication of statistics and facts on the extractive industry

Details Priority

Objectives

The new standard of the EITI imposes certain requirements for the provision of
contextual information on the activity and regulation of the extractive industry,
including disclosure of:

 An overview of the extractive industry in terms of reserves, regions, structure
and current size, significant exploration activities, etc.;

 The Sector's contribution to the economy, employment and exports;
 Government revenue from the extractive industry and funds for special and

regional programs;
 Public information on licensing, registration of licenses, benefits and other

contractual terms.

Disclosure should be made of the progressive efforts made by the Ministry of Finance
and Public Administration, the National Petroleum Agency and the Records and
Public Information Office; however, the data is still dispersed over several sources,
requiring improvements in terms of its comprehension and consistency and some is
not yet publicly available.

Actions to be taken

In order to enhance the integrity, accuracy, reliability and accessibility of contextual
information, we recommend that the Ministry of Finance and Public Administration
in conjunction with the National Petroleum Agency periodically (at least annually)
publish contextual information including: the industry potential, the contribution to
the economy, the strategy for the sector, relevant events and facts, current
regulations and upcoming changes, amongst others.

In the context of improving the reporting and statistics on the extractive sector, we
recommend that the Ministry of Finance and Public Administration consider
implementing reporting requirements that are similar to the international directives
regarding accounting and transparency.

Additionally, legislation should be prepared defining the mandatory annual review of
the financial statements, this constituting an additional mechanism to enhance the
reliability of the information on the sector, in this manner allowing for the increased
quality and quantity of the financial information produced in respect of the extractive
activities in São Tomé and Príncipe.
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7.10 Reliability of the data reported

Details Priority

Objectives

According with the EITI Requirements, the reliability of data is one of the critical
points for the evaluation of a country’s transparency and consequently one of the
criteria to keep in mind during the country’s compliant process.

In respect of government agencies, since early 2003 the Court of Auditors in São
Tomé and Príncipe has the responsibility for ensuring the transparency of public
accounts and the proper implementation of the goods and public funds, as required
by modern democratic states and in accordance with principles universally accepted
and expressed by the International Organization of Supreme Audit Institutions Audit
( INTOSAI).

However, and considering the information made available, namely, on the website of
Court of Auditors (http://www.tcontas-st.com/ ), no specific references to any audit
to government entities involved Extractive Industry in São Tomé and Príncipe were
found, including the National Petroleum Agency and the Treasury Directorate.

Regarding the companies involved, we requested its most recent audited Financial
Statements, including information about its independent auditor. This information
was not made available until this date.

We noticed that from the universe of the involved companies that they only have
audit reports in a group level/ parent holding company perspective. The reason for
this is due to the immaterial operations of the companies in São Tomé and Principe
in the year of 2014.

Additionally, according to São Tomé e Principe regulations, the companies do not
have an obligation to present audited Financial Statements.

Actions to be taken

With the purpose of increasing the reliability of financial information in accordance
with international standards and aligned with the best practices of the petroleum
sector we recommend that:

(i) In respect of government agencies, audit procedures should be developed
in conjunction with the Court of Auditors , in order to raise awareness of
the specific nature and importance of the oil sector in Sao Tome and
Príncipe;

(ii) For the companies, the implementation of a legal framework which
guarantees the creation of public institution, with the goal to issue audit
standards and norms, which frame the audit profession and the future
obligation for the companies to present, in an annual basis, audited
Financial Statements.
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Reporting template – Operators (ZEE)

Appendix I – Reporting
templates
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Reporting template – Joint Development Authority
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Reporting template – National Petroleum Agency of São Tomé and
Príncipe
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Reporting template – Ministry of Plan and Finance (Treasury
Directorate)
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Reporting template – Central Bank of São Tomé and Príncipe (National
Oil Account)
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Law n. 8/2004

Appendix II – Law n.º 8/2004,
Law n.º 15/2009 and Law n.º
6/2009
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Independent Reconciler - PricewaterhouseCoopers & Associados - SROC, Lda.

Jorge Costa Partner

Gonçalo Silva Senior Manager / Team Leader

José Bizarro Manager

Décio Mateiro Audit Senior

Pedro Almeida Audit Assistant

Ministry of Finance

Américo Oliveira Ramos Minister

National EITI Com m ittee of São Tom é and Príncipe

José Cardoso Permanent secretary

Josias Umbelina Representant of Príncipe Autonomous Region

Sónia Sequeira Representant of National Petroleum Agency

Eneias Santos Representant of NGO WEBETO

Maximino Carlos Tomba Representant of STP´s National Radio

Graça Augusto Women lawy ers' association of STP

Márcio Nascimento Treasury Department

Joint Developm ent Authority

Luís dos Prazeres Chairman

Mário dos Santos Administrative and financial officer (São Tomé)

National Petroleum Agency

Orlando Borges Executive Director

Sónia Sequeira Public Relations

Central Bank of São Tom é and Príncipe

Maria da Piedade Daio General Operations Director

Hermes Nascimento General Operations Assistant

Organizational units of the Ministry of Finance

Anita Silveira Treasury Department

Ginésio da Mata Budget Department

Olinto Costa Tax Department

Wagner Fernandes Accountant of Treasury Department

Operators

Djessy h dos Anjos SINOANGOL STP BLOCO 2, Limited

Tatiana Vilanova Equator Exploration Limited

Silú Santos ORANTO PETROLEUM – STP, Limited

Peter Ntephe ERHC Energy Inc

Américo Rosa STAPET (São Tomé American Petroleum Corporation)

GRIP - Registration and Public Inform ation Office

Emílio Lima Chairman

Silvério Pereira Technical Department

Vivalda Prazes Asssistant

Others

Joost De Raey maeker Communication consultant

Appendix III – List of contacts
and persons involved in the
reconciliation process
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Tasks Agreed
deadline

Description

Initial dialogues June /July of 2015 Meetings with key partners of the process of
implementing the EITI in São Tomé and Príncipe (see
chapter "Meetings held and Workshops").

Inception report Until July 31, 2015 Presentation, discussion and approval of the Inception
Report to/by the EITI National Committee of São Tomé
and Príncipe and to the Subcomitte of the JDZ in order to
ensure the understanding of the scope and its challenges,
as well as the commitment and involvement of the
various partners at different stages.

External
Confirmation
Process

Until July 31, 2015 Based on the information gathered and addresses
provided by the competent authorities, including the EITI
National Committee, the National Petroleum Agency and
the Joint Development Authority, the process of external
confirmation to the previously mentioned entities in this
chapter (the extractive industries companies,
Government Agencies and Governmental) will be
initiated.

During this phase, it is essential that all efforts are made
by the competent authorities through monitoring,
supporting and raising awareness among the various
entities involved in the circularization process, specially
by sending a letter of introduction about the Joint
Development Zone and Exclusive Economic Zone, to
ensure that replies will be obtained in a timely manner.

Draft of the Final
Report of the
Independent
Administrator

August 14, 2015 Dependent on the obtainment of the statements under
the deadlines specified above, the Initial Report of the
Independent Administrator willl be prepared and sent to
the EITI National Committee indicating the differences
and discrepancies determined.

Adjustments and
reconciliation of
discrepancies

August 31, 2015 Based on the differences and discrepancies identified in
the Initial Report of the Independent Administrator,
justification requests will be sent to the entities involved
in the circularization process in order to determine the
reasons for the deviation and the amounts to be
considered for Final Report.

Final Report of
Independent
Administrator

September 18, 2015 Submission of draft of the Final Report of the
Independent Administrator for the EITI National
Committee of São Tomé and Príncipe.

Appendix IV – Deadlines
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Appendix V – Strategy and
Communication Plan – EITI
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Appendix VI – Country profile
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