PANCANADIAN NORTH SEA LIMITED s
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. ' EDINBURGH OLL & GAS plc | "
LICENCE \
to |
Search ard Bore for and Get petroleum ' .
in Flocks No. 19/10 and 20/6
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4QP and EDINBURGH OIL & GAS plc whose reglstered ofﬁce Is.
situate at 10 Coates Crescent, Edinburgh EH3 7AL (heremaﬁer -
referred to as "the LlCCIlSCC") of the other part WITNESSETH as "
follows:-*

A. Clause 1 and clauses 4 to 43 of the model clauses for production
licences in seaward areas set out in Schedule 4 to the Petroleum

‘(Production) (Seaward Areas) Regulations 1988 (S.1. 1988/1213) as

amended by the Offshore Safety Act 1992 and the Petroleum
(Production) (Seaward Areas) (Amendment) Regulations 1995 (S.1.
1995/1435) and the Petroleum (Production) (Seaward 'Areas)'
(Amendment) Regulations 1996 (S.I. 1996/2946) (“the 1996
Regulations™) except for the amendments made by Regulations
8(a)(ii) and 8(c) to 8(h) of the 1996 Regulations shall be
incorporated herein and (subject to paragraphs E to I hereof) shall
have effect as if herein set out at length and in the said model
clauses any reference to “the Act of 1934” or “the Act of 1964”
shall be construed as a reference to the corresponding prévisions of
the Petroleum Act 1998.
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In con31derat10n of the paymcnts and royaltlesI her 10
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O ~'.petrc')lei1‘1:ri' the terms and conditions hereof, the Minister, in exercise of the,..
powers‘ conferred upon him by the Petroleum Act 1998, hereby °
grants to the Licensee EXCLUSIVE LICENCE AND LIBERTY,;'
during the continuance of this Llcence and subject to the prows1ons‘

. . hereof to search and bore for, and get, petroleum in the sea bed and

) ' subsoil under the seaward area comprising an area of 442.2 square

kilometres more particularly described in Schedule 1 to this Licence

) being the area comprising blocks No. 19/10 and 20/6 on the

' N _ reference map deposited at the office of the Department of Trade
and Iridustry, 1 Victoria Street, London SW1H OET; provided that

nothing in this Licence shall affect the right of the Minister to grant

a methane drainage Licence in respect of the whole or any part of"

the licensed area or affect the exercise of any rights so granted.

Schedules . D. The Schedules referred to in the said clauses namely clause 9,
clause '10 and clause 16 are for the purposes of this Licence

Schedules 2, 3 and 4 respectively hereunder written.



e NI
N R

,Siw-. Rt

S ~in respect of any part of which developmerit consént wis granted”
prior to 1st Apnl 1982. . — B

- G. The provisions of clause 19 of the model claus'_e's' incqrporated
herein shall have effect subject to the omission in model clause
19(1) of the words “after abandoning in manner hereinafter

provided, shall not™.

H. Except whére the Minister otherwise agrees in writing, the
Licensee shall comply with the provisions of Schedule 5 hereunder

written.

. The Minister may in writing, with the agreement of the Licensee,
vary or amend the terms of this Licence as regards any matter,
provided that any variation or amendment shall, where relevant, be
in accordance with the Directive of the European Parliament and of
the Council Directive (94/22/EEC) of the 30" May 1994 on the

conditions for granting and using authorisation for
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SEALED WITH THE SEAL OF THE SECRETARY )

OF STATE FOR 7| AND INDUSTRY

(Full Name ) . /NPoepmuspipss

and subscribed by ......c..oooiiiiiiiiiinn

Full Name: [T

Address: . 4. ¥'¢Tomm  SteceT, ~

........... (Full Name)/ e m— > |rcctor (Signature)

(Full Name)_..Dﬁ:eeeer/Secretary (Signature;

7/
1tV¢4/k//¢Lj<‘£ on.o%. .. Dot cemba1999

Signed for and on behalf of INTREPID ENERGY NORTH SEA LIMITED

by._ Flnll\amef_ .Director (Signature)

at.. L mENMONL
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The sea area bounded to the north and south by the'
parallels of latitude, and to the east and west by
the meridians of longitude,

co-ordinates oﬁ European Datum 1950 (EDS50):

Block 19/10

(1) 57° 50
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Block 20/6

(1) 57° 50°
(2) 57° 50’
(3) 57° 40’

(4) 57° 40’

OOH
OOH
00"
00"

OO.’I
00"
00"
00/!

zZ222Z

Z22z

Blocks 19/10 ard 20/6.

01°
01°
01°
01°

01°
00°
.00°
01°

12'
00’
00’
12’

00’
48’
48’
00’

00"

00/!‘

00”
OOII

OOH
00”
00”
OOII

v

HE=E=

3 b TP Y

L™

joining the following




HT 'is'scn§DULE

s 4-— ;m-t'&.:z .,om« 2%

ENERGY NORTHS

L6 eraatveragtegiry St v

" e e - . g
(RO SurapRs g Lt sy

The Llcehsee*sha'l'pay to the Mlnlster upo

payments

the notlce referred to in clause 4, and on the annlversarles

thereof during the term of the Licence as continuing pursuant’ to
that - clause or, as the case may be, to clause 5 thé Licensee
shall pay the Minister sums (in this schedule referred to as
"periodic payments") calculated as follows:- | .

{a) upon the said date £470 multiplied by the area factor

(b) upon the lst anniversary of the said date £940 -multiplied
by the area factor

(c) " 2nd " " £1410 "

| (d) " 3rd " " £1880 "
(e) " . 4th " oo £2350 "
(f) " 5th " "o . £2820 "
(@) sth " " , £3290 v B
(h) " 7th " " £3760 "
(i) " 8th " " £4230 "
(3) " Sth " " £4700 "
( (x) l 10th " " £5170 "
(1) " ilth K " £5640 "
(m) . " 12th " " £6110 "
(n) " 13th " ‘ " £6580 "
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UK Energy Statl':”
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'f Mlnlster shall glve notlce of any‘

-

("blennlal determlnatlon") durlng the month recedln
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e Llcence or any;subsequent Ewo yeérl& annlversary of that
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date, and shall spec1fy 1n the notlce the’ 1ncrease or

4 B

reduction in the amount payable. Movements in the Index

arithmetic mean of the Index levels for the two latest
calendar years for which figures are available at the time

when the determination is made, and the arithmetic mean of

the Index levels for 1995 and 1996. 1In the event that the

Index of the Price of ‘Crude Oil acquired by Refineries

ceases to be published the Minister may substitute ' .
arrangements for redetermination of annual payments having
substantially similar effect to those set out above based on

such other comparable Index as he may determine.

(p) The increase or reduction specified in a biennial
determination shall be payable or take effect on the

anniversary o:i the date of commencement of this Licence next

following the dete of the relevant determination.

{c) No bienrial determination shall have effect s0 as to

raeduce the annual payments below the levels sat cut in sub-

caragraonh (1! above.
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clause 10(1)) means 121/2 per cent:um.
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;PANCANADIAN NORTH“SEA 'INITEDi

INITIAﬁ TERM WORKINGjOBLIGATIONS .

The Licensee shall in respect of the licensed area: -

(i) acquire 350 km® of'3ﬁ seismi¢c data either propriétafymér“
Speculétive and/or through the purchase of exisping 3D seismic
aata before the expify of two AYears_ from .-the date of

commencement of the Licence, or such longer  period as the

Minister may agree. Not less than 150 km’ of 3D seismic will be

new acquisition; and | |

(ii) drill one well contingent upon' the interpretation of the

seismic déta'and the identification of a viable \prospect agreed

by the Minister and the Licensee.

The initial term of the Licence will be six years except that it
will terminate automatically on a date, three vears ifrom the
date of commencment  of the Licence,’ nWess an application for
consent to drill a well is received by the Minister together

with any supporting documentation necessary for the Minister to

D

consider the applicaticn. Where consent iz granted, the Licensee

must drill the well befcore the exp ry of the initial term. The






PANCANADIAN NORTH SEA LIMITED —INTREPID ENERGY NORTH SEA LIMITED

RESTRICTIONS AND CONDITIONS -

Block 19/10
A - Ceneral | )

A9 The licensee shall not carry out any seismic act1v1ty within the licensed area without the consent of the
Secretary of State [see note 1 below].

Notes:

1. This condition is imposed to ensure that the effects of seismic activity on Natura 2000 and other 51tes
* are taken into account. The INCC will be consulted-about the requests for consents.

Block 19/10
B - Environmental/Seismic and Drilling -

Some of the B conditions are imposed due to the presence ai certain times of the year of
concentrations of seabirds, seabird colonies, marine habitats and communities, cetaceans/sea
mammals..

Bli At least 30 days prior to the commencement of any seismic survey or making a request for a well
consent in accordance with the model clauses, the licensee shall consult with regard to the operations
proposed- '

(i) the relevant Departments (see note 1 below);

(1) the Crown Estate;

(iii) the Joint Nature Conservation Commlttee :

(iv) any organisation which the fisheries liaison officer consults in accordance with condition
Fl;



Bliii

B2i

B2ii

B2iv

Notes:

' } coastllin!e adj acent to the block [WHERE APPROPRIATE].

,act1v1ty (cee note 2 below). /=~ - e

g -

‘to~conduct+a‘'seismic

1

and shall notify the Secretary of State in writing of the result of those consultations. " :
shall comply with any d1rect10n<‘ glven by the Secretary of State in relatlon to any planned 5€

No seismic survey shall be undertaken during the periods 1 January - 30 June (SOAEFD) 1 August -jvf

30 September (SOAEFD), 1 November - 31 December (SOAEFD) and 1 July 31 August (JNCC) in

any year. it
No drilling shall be undertaken during the p'eriods‘-lv August - 30 September (SOAEFD), 1 November in
any year and 28/29 February (SOAEFD) in the followmg year and 1 June - 30 September (JNCC) in
any year.’

Water based muds shali be used for drilling wherever technically possible. In the event that such muds
cannot be used the licensee shall notify the Secretary of State and the relevant Departments (see note 1
below) in writing, at least 30 days prior to making a request for a well consent in accordance with the
model clauses, giving the reasons why such muds cannot be used and specifying the alternative drilling
mud system(s) that he proposes to use. (See note 2 below).

At least 30 days prior to making a request for a well consent in accordance with the model clauses, the
licensee shall notify the Secretary of State in writing of the proposed formulation of muds to be used in
drilling operations ‘and any chemical additives to be used in emergencies. (See note 2 below). '

At least 30 days prior to requesting a well consent in accordance with the model clauses the licensee
shall notify ‘the Secretary of State and relevant Departments (see note 1 below) in writing of the
proposed discharges of spent-or unised muds, cuttings and other materials into the marine
environment. (See notes 2 and 3 below). C

Seismic exploration shall be conducted in accordance with the Guidelines for the Minimisation of
Acoustic Disturbance 10 Small Cetaceans published by the Department of the Environment, Transport

-and the Regions (DETR).

‘Relevant Departments: Department of the Environment, Transport and the Regions (DETR); Ministry

of Agriculture Fisheries and Food (MAFF) Scottish Otﬁue Agriculture, Environment and Fisheries
Department (SOAEFD). :

The Secrerary of State will take into aceount any notmcanon made by the llcensee n %cordance with

this condition in determuning whether to grani any well consent requested and whether to make that

consent conditional.
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transfer spent or unused mu well.test

"L - C-Oilspills

Applicants are advised to consult PON 1 (Oil Pollution).

Some of the C conditions are imposed due to the presence.at certain flmes of the year of
concentrations
of seabnrds, seabird colomes, marine habitats and communities, cetaceans/sea mammals.

L C1 Before commencing any activity (other than seismic surveying) authorised by the licence the licensee
shall have in place an oil spill contingency plan which has been approved in writing by the Secretary of

State. _ -
C3 Unless the Secretary of State, after consultation with the relevant bodies (see note 1 below), waives the

requirements contained in this condition, the licensee shall at least six months prior to requesting the
consent of the Secretary of State to the drilling of'a well during the period 1 May - 31 May (JNCC) in
any year, consult the Secretary of State, the Marine Pollution Control Unit of the Coastguard Agency,
the local authorities for any areas which may be affected by any oil spills from the licensed area and the
relevant bodies (see note 1 below) with proposals for an oil spill contingency plan for each well to be
drilled in the block. The plan shall make provision for the Essential Elements set out in Annex A to
these conditions. The licensee shall adopt the oil spill contingency plan in a form approved by the
Secretary of State. (See note 2 below).

C4 Unless otherwise agreed with the Secretary of State, after consultation with other relevant bodies (see
note | below), the transfer of all bulk fuel and oil based lubricants berween any supply vessel and any
offshore installation during the period | May - 31 May (JNCC) in any vear, shall take place by day and
‘in good weather. Transfers during this period shall also be made with the supply vessel at anchor,
where practical, and, where relevant, at slack water.

Cs Unless otherwise agreed with the Secretary of State, after consultation with the relevant bodies (see
note 1 below), all oil spills from any supply vessel and any offshore installation in the licensed area -
during the period 1 May - 31 May (JNCC) in any year shall be cleaned up immediately while they are
in the vicinity of the vessel or installation, and by methods previously agreed in accordance with
condition C1/C3 with those bodies.

Co6 Unless otherwise agreed with the Secretary of State .atfter consultation with the other relevant bodies
(see note { below), there shall be no transfer of hydrocarbons resulting from extended well testing
during the period | May - 31 May (JNCC) in anv vear. )



Block

Notes:

the licenisee and whether to make that consent cond1t10na1

19/10

F - Fisheries and other interests

. The licensee shall carry out a seabed survey to determine the likely herring spawning sites within a

radius of 3 nautical miles of any proposed drilling location. Details of the proposed survey shall be
submitted to the Secretary of State for approval at least 90 days prior to making a request for a well
consent in accordance with the model clauses. A report on the results of the survey shall be submitted
to the Secretary of State at least 30 days prior to making a request for that well consent. (See note 1
below).

The Secretary of State will take into account the results of the survey conducted by the licensee in
accordance with this condition in determining whether to grant any well consent requested and whether
to make that consent conditional. - The Secretary of State may determine that drilling shall not be
allowed within the area surveyed and require the proposed drilling location to be moved.
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ESSENTIAL ELENIENTS TO BE INCLUDED IN OIL SPILL CONT]NGENCY ARRAN GENEZNT

the followmg requlrements -
1. The presence near the installation at all times of a vessel which:

a) has the capability of spraying dispersant within 30 minutes of recelpt of' notlﬁcatlon of a
spill; and

b) has stocks sufficient to deal with a spill of 10 tonnes and, if required, to have the capability,

in terms of equipment and capacity, of recovering oil likely to be lost from the installation

under a Tier 1 scenario. /
2. Back-up (Tier 2) resources of similar capability to those in 1(b) above; to deal with a 250 tonne/day
oil spill to be available on scene within half the minimum time taken for the oil to reach to shore under
30 knot wind conditions. -

3. Details of resources to deal with a Tier 3 incident (ie an oil spill that cannot be controlled: by Tier 1
or Tier 2 resources), mcludm0 sources and transport and delivery system.

4. Details of arrangements with local authorities for the methods to be employed to treat or disperse any
oil that reaches the coastline, including details of arrangements made for any remedial measures.

5. Details of the arrangements for aerial surveillance within four hours of any incident, which results in-
an oil spill within the licensed area. Surveillance should be carried out at least twice per 24 hour period
until such time as no oil is visible on the sea.

6. Details of availability (either on the installation or elsewhere) of charts and of trained personnel to
plot the anticipated path of any o1l spill from the licensed area. Trained personnel should be capable of
performing either surface current +3% wind speed calculations or familiar with oil spill computer
models.

7. Details of availability of personnel to carry out the operations described in paragraphs | - 6 above.

8. Details of features in the environment ‘LlSCGptlblC to otl pollunon within 74 nautical miles of the
proposed well site. :
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At least 30 days prior to the commencement of any selsmlc survey of making a request for'a well
consent in.accordance with the model clauses, the licensee shall consult with regard to the operatlons'
proposed- :
(i) the relevant Departments (see note 1 below)
(i1) the Crown Estate;
(111) the Joint Nature Conservation Committee; :
(iv) any organisation which the fisheries liaison officer consults in accordance with condition
F1; o
(v) where the licensee proposes to drill a well, the local authorities which the licensee
consulted prior to agreeing an oil spill contingency. plan [WHERE APPROPRIATE - in
accordance with condition C3]; and '
(v1) where the licensee proposes to conduct a seismic survey, the local authorities for the
coastline adjacent to the block [WHERE APPROPRIATE]:

and shall notify the Secretary of State in writing of the result of those consultations.  The licensee
shall comply with any directions given by the Secretary of State in relation to any planned seismic
activity (see note 2 below). :

No seismic survey shall be undertaken durmg the per1ods I January - 31 August (SOAEFD) and 1 July
- 31 August (JNCC) in any year.

No drilling shall be undertaken during the period 1 June - 30 September (JNCC) in any vear.

Seismic exploration shall be conducted in accordance with the Guidelines for the Minimisation of
Acoustic Disturbance 1o Small Cetaceans pubhshed by the Department of the Environment, Transport
and the Regions (DETR).

Relevant Departments: Department of the Environment, Transport and the Regions (DETR); Ministry
of Agriculture Fisheries and Food (MAFF); Scottish Office Agriculture, Environment and Fisheries
Department (SOAEFD). '

The Secretary of State will take into account any -notification made bv the licensee in accordance with
this condition in determining whether t0 grant any well consent requested and whether to make that
consent conditional. ~
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C1

C3

C4

Co6

Notes:

C VOll spllls

- R

Apphcants are advmed to consult PON 1 (Oil Pollution). ’

Some of the C condltlons are lmposed due to the presence at certain times of the

of seablrds, seabird colomes, marine habltats and commumtles, cetaceans/sea mammals. - <7/
Before commencing any activity (other than seismic surveying) authorised by the 11cence the hcensee
shall have in place an oil spill contmgency plan which has been approved in writing by the Secretary of
State.

Unless the Secretary of State, after consultation with the relevant bodies (see note 1 below), waives the:
requirements contained in this condition, the licensee shall at least six months prior to requesting the
consent of the Secretary of State to the drilling of a well during the period 1 July - 31 July (JNCC) in
any year, consult the Secretary of State, the Marine Pollution Control Unit of the Coastguard Agency,
the local authorities for any areas which may be affected by any oil spills from the licensed area and the
relevant bodies (see note 1 below) with proposals for an oil spill contingency plan for each well to be
drilled in the block. The plan shall make provision for the Essential Elements'set out in Annex A to
these conditions. The licensee shall adopt the oil spill contingency, plan in a form approved by the
Secretary of State: (See note 2 below)

Unless otherwise agreed with the Secretary of State, after consultation with other relevant bodies (see
note 1 below), the transfer of all bulk fuel and ¢il based lubricants between any supply vessel and any
offshore installation during the periods 1 July - 31 July (JNCC) in any year, shall take place by day and
in good weather. Transfers during this period shall also be made with the supply vessel at anchor,
where practical, and, where relevant, at slack water.

Uniess otherwise agreed with the Secretary of State, after consultation with the relevant bodies (see
note 1 below), all oil spills from any supply vessel and any offshore installation' in the licensed area
during the periods | July --31 July (JNCC) in any vear shall be cleaned up immediately while they are
in the vicinity of the vessel or installation, and bv methods prev lously -agreed in accordance with

" condition C1/C3 with those bodies.

Unless otherwise agreed with the Secretary of State after consultation with the other relevant bodies
(see note 1 below), there shall be no transfer ot hydrocarbons resulting from extended well testing
during the periods 1 July - 31 July (JNCC) in any vear.

The relevant bodies are: Department of the Envirgnment, Transport and the Regions (DETR); Ministry
of Agriculture Fisheries and Food (MAFF); Scottish Office Agriculture. Environment and Fisheries
Department (SOAEFD); Joint Nature Conservation Committee (JNCC). |
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An oil spill contmgency plan prepared in accordance wrth Condmon C3 shall detall arrangements ‘ade to meet
the followmg requirements - - oA L T N

“

a) has the capabrhty of spraying d1spersant w1th1n 30 minutes of receipt of notlﬁcatlon of a
sp111 and - L

b) has stocks sufficient to deal w1th a splll of 10 tonnes and, if required, to have the capablhty,
in terms of equipment and capacity, of recovering oil hkely to be lost from the installation
under a Tier 1 scenario. _ _ o :
2. Back-up (Tier 2) resources of similar capability to those in 1(b) above, to deal with a 250 tonne/day
oil spill to be available on scene within half the minimum time taken for the oil to reach to shore under
30 knot wind conditions. '

3. Details of resources to deal with a Tier 3 incident (ie an oil spill that cannot be controlled by Tier 1
or Tier 2 resources), iricluding sources and transport and delivery system.

4.' Details of arrangements with local authorities for the methods to be employed to treat or disperse any
oil that reaches the coastline, inclnding details of arrangements made for any remedial measures.

5. Details of the arranoements for aerial surveillance within four hours of any incident, which results in
an ol spill- within the licensed area. Surveillance should be ‘carried out at least twice per 24 hour period
until such time as no o1l is visible on the sea.

6. Details of availability (either on the instaliation or elsewhere) of charts and of trained nersonnel to
plot the anticipated path of any oil spill from the licensed area. Trained personnel should be capable of
performing either surface current +3% wind speed calculations or familiar with oil spill computer
models. ' :

7. Detalls of availability of personnel to carry out the operations described in paragraphs 1 - 6 above.

8. Details of features in the env 1ronment susceptlble to oil pollution within 24 nautical miles of the
proposed well site.






