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1. Agreement and Parties
This Agreement is made on [....] 201 1between:

the licensee under the Licence (as defined in clause 2.1.16)

("Licensee")

as represented by

Capricorn Greenland Exploration 1 Limited

50 Lothian Road

Edinburgh, Scotland

EH3 9BY

United Kingdom

registered in Scotland with number SC328420 and domiciled in Edinburgh, Scotland
("Capricorn 1")

acting for and on behalf of the Licensee, and also acting as operator under the Licence, in re-
spect of all matters relating to this Agreement (as further provided in clause 6)

and

Municipality of Qaasuitsup
("Qaasuitsup”)

Municipality of Qeqqgata
("Qeqqata”)

Municipality of Sermersooq
("Sermersooq”)

herein referred to individually as "Municipality" and jointly as "Municipalities”,

and

Government of Greenland

2, Definitions, interpretation and appendices

21 Definitions
In this Agreement, the following terms and expressions shall have the following mean-
ings, unless the context otherwise requires:

2.1.1 "Agreement” means this agreement, including any appendices to it.
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21.10

241

"Appendix”

"Benefit and Impact Plan"

“BMP“

"Co-licensee”

"Co-licensees”

"Effective Date"

"Evaluation Plan”

"Force Majeure”

"Fundamental”

"Fundamental Non-
performance”

means any appendix to this Agreement.

means the Benefit and Impact Plan which must be
made and implemented by the Licensee and approved
by the BMP and which is set out as a draft in Appendix
2 to this Agreement.

means the Bureau of Minerals and Petroleum, Gov-
ernment of Greenland.

means a co-licensee under the Licences (a holder of a
share of the Licence) but excluding Petronas.

means (as applicable in the context) all or several of
the co-licensees, jointly.

means the date this Agreement is made, as stated on
page 4 of this Agreement.

means the evaluation plan which must be made and
implemented by the Licensee and approved by the
BMP and which is set out as a draft in Appendix 4 to
this Agreement.

means an impediment which excuses a Party's non-
performance as follows: A Party's non-performance is
excused if the Party proves that the non-performance
is due to an impediment beyond the Party's control and
that the Party could not reasonably have avoided or
overcome the impediment or its consequences. A
Party's non-performance is only excused to the extent
and as long as it is due to Force Majeure.

means, as regard non-performance, that a non-
performance is Fundamental Non-performance, as
defined in clause 2.1.11.

means non-performance of an obligation under this
Agreement if (1) strict or timely performance of or
compliance with the obligation is of the essence of this
Agreement and its objectives, or (2) the non-
performance substantially deprives an aggrieved Party
of what it was entitled to expect, unless the non-
performing Party did not foresee and could not rea-



2.1.12

2.1.13

21.14

2.1.15

"Greenland"

"Greenland Government"”

"Greenland Resident”

" Identified With "

sonably have foreseen that result, or (3) the non-
performance is intentional and gives an aggrieved
Party reason to believe that it can not rely on the non-
performing Party's future performance.

means the island of Greenland with surrounding is-
lands, including the continental shelf, but not beyond a
distance of 200 nautical miles from the baseline from
which the maritime and fishing territory is calculated.

means the Government of Greenland, the executive
power of the Greenland Self-Government.

means a person who:

(1) was bom in Greenland and had permanent resi-
dence in Greenland for the first 5 years of his or
her life, or

(2) has had permanent residence in Greenland in 2
years of the last 10 years, or

(3) is married to, or proves to live in a civil partner-
ship with, a person who satisfies condition (1) or
(2) or is employed by a public or private employer
(authority or business) in Greenland in accor-
dance with Greenland law, or

(4) otherwise has a particular connection to
Greenland and applies for and obtains a decision
to this affect from the BMP.

In conditions (1) and (2), "permanent residence" in-

cludes residence outside Greenland for educational

purposes if the education can not be attained in

Greenland and the person concerned satisfied the

conditions for obtaining public grants under the

Greenland education grant and loan scheme when the

education began.

means a party (A) in any manner and respect:

(1) shall be responsible for the acts and omissions of
another party (B) as if such acts and omissions were
its own and

(2) shall be deemed to have the same knowledge and
information as that other party (B) and to have done
the same acts and omissions as that other party (B) in
relation to provision of information and documents and
making of representations and agreements.



2.1.16
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2.1.18

21.19

2.1.20

24.21

21.22

21.23

21.24

21.25

2.1.26

"Licence"

"Licence Area"

“Licensee”

"Mineral Resources Act”

"Monitoring Plan”

"Parties"

llPartyu

"Plan"

“Plans”

"SIA Guidelines"

"Social Impact Assessment
Report"

means exclusive licences no. 2008/11, 2002/15,
2005/16 and 2011/16 for exploration for and exploita-
tion of hydrocarbons in an offshore area in West
Greenland.

means the licence area set out in the Licence.

means the licensee under the Licence (that is all of the
Co-licensees, collectively).

means Greenland Parliament act no. 7 of 7 December
2009 on mineral resources and mineral resource activi-
ties (mineral resources act).

means the monitoring plan which must be made and
implemented by the Licensee and approved by the
BMP and which is set out as a draft in Appendix 3 to
this Agreement.

means (as applicable in the context) the Licensee,
Qaasuitsup, Qeqqgata, Sermerscoq and the Greenland
Government or several of them.

means (as applicable in the context) the Licensee,
Qaasuitsup, Qeqqgata, Sermersooq or the Greenland
Government or any one of them.

means (as applicable in the context) the Benefit and
Impact Plan, the Monitoring Plan, the Evaluation Plan
or any one of these plans.

means (as applicable in the context) the Benefit and
Impact Plan, the Monitoring Plan, the Evaluation Plan
or several of these plans.

means BMP's Guidelines for Social Impact Assess-
ments for mining projects in Greenland (November
2009) which shall apply correspondingly to the Licen-
see's activities under the Licence.

means the updated Social Impact Assessment report
approved by the Greenland Governmenton [ ] 2011
concerning the Licensee's planned activities under the
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2.31

3.1

3.2

33

3.4

3.5

Licence.
Interpretation

In this Agreement, "including” means including without limitation or prejudice to the
generality of any description, definition, term or expression preceding that word. The
word “include” and its derivatives shall be construed accordingly.

Appendices

All Appendices to this Agreement constitute an integral part hereof and shall be
deemed to be incorporated in this Agreement.

Background

The Licensee has been granted the Licences and intends to perform exploration
activities, including the drilling of up to four exploratory wells in the summer of 2011,
and related activities under the Licences.

The Licensee has made a social impact assessment and submitted the updated
Social Impact Assessment Report to the BMP. The Greenland Government ap-
proved the reporton [ ]2011.

Under the SIA Guidelines (which apply correspondingly to the Licensee's activities
under the Licence), an Impact Benefit Agreement must be made and signed by the
Licensee, Qaasuitsup, Qeqqata, Sermersooq and the Greenland Government. The
agreement must contain general provisions for the entire licence period and more
specific targets and plans for one or several years or other relevant periods of the fi-
cence period.

Under the SIA Guidelines, a Benefit and Impact Plan, a monitoring plan and an
evaluation plan must be set out in appendices to the agreement. The plans and their
implementation and effects must be evaluated annually. The plans must be periodi-
cally updated, particularly in relation to developments in exploration and exploitation
activities, in society and in socio-economic and other matters comprised by the
agreement and its objective. The plans must also be amended when this is required
by changed circumstances.

The background for this Agreement is set out further in Appendix 1.



Objective and guiding principles

Objective of Agreement

The objective of this Agreement is to promote and contribute to the performance of
activities under the Licences in accordance with and in pursuance of the objectives of
the Mineral Resources Act, including the objectives to:

(1
)

)

4)

ensure appropriate exploitation of mineral resources, see section 1(1),

ensure mineral resource activities are performed in proper manner as regards re-
source utilisation and social sustainability, see sections 1(2) and 83,

ensure mineral resource activities are performed appropriately and in accordance
with acknowledged best international practices and standards under similar con-
ditions, see sections 1(2) and 83,

promote sustainability and sustainable development and mineral resource activi-
ties, including as regards social sustainability and socially sustainable develop-
ment, see sections 1(2), 51, 55, 59, 76-78 and 83.

The objective of this Agreement is further to:

(1)

@)

@)

4)

©)

mitigate (prevent and limit) negative (adverse) socio-economic and social im-
pacts and enhance (create and increase) positive (beneficial) socio-economic
and social impacts in connection with activities under the Licence,

promote activities and measures which contribute to creating or obtaining mini-
mum negative impact and maximum positive impacts from the Licensee's activi-
ties under the Licence,

set out in an agreement the Licensee's socio-economic and social obligations,
procedures for their performance, procedures for monitoring and reporting of their
performance, remedied for their non-performance, procedures for related coop-
eration between the Parties and procedures for the Parties' periodic revision and
adaptation of obligations and procedures,

establish a legal and procedural basis for the Licensee's performance of activities
and provision of services and benefit in order to mitigate negative socio-
economic and social impacts and enhance positive socio-economic and social
impacts in relation to activities under the Licence, and

establish a legal and procedural basis for cooperation between the Parties con-
cerning socio-economic and social matters and activities related to the Licen-
see's activities under the Licence.



4.2
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5.1

5.2

6.1

6.2

6.3

Guiding principles for performance of Agreement

The Parties shall perform and implement this Agreement consistent with its objective

as set out in clause 4.1 and be guided by the following principles:

(1) cooperation,

(2) fairness,

(3) respect for the rights, responsibilities and interests of each Party (including the
Licensee's responsibility for and interest in economically viable activities under
the Licence),

(4) support for the objective of sustainability and sustainable development and moni-
toring of progress towards it, and

(5) adaptive management which is innovative, flexible and ensures feedback and
remedies to achieve the objective of minimum negative impact and maximum
positive impacts from the Licensee's activities under the Licence.

Obligations and rights of Licensee and Co-licensees

The Co-licensees shall be jointly and severally liable for the performance of any and
all obligations of the Licensee under this Agreement, including the obligation to pay
compensation for damage and loss caused by activities performed, or by non-
performance of obligations, under this Agreement.

Unless otherwise provided in this Agreement or by applicable law, all rights of the
Licensee under this Agreement are held by the Co-licensees jointly and may only be
exercised and enforced by them jointly.

Authority of Capricorn 1 to act on behalf of Licensee and identification between
companies

Capricorn 1 shall act for and on behalf of the Licensee, and shall also act as operator
under the Licence, in respect of all matters relating to this Agreement.

The Licensee and any and all Co-licensees shall be identified with Capricorn 1 as re-
gards its acts, omissions, knowledge, information, provision of information and
documents and making of representations and agreements in respect of all matters
relating to this Agreement.

The Licensee, the Co-licensees and Capricorn 1 shall in any manner and respect act
in accordance with and ensure the application and effects of clauses 6.1 and 6.2.
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8.1

9.1

9.2

93

Authority of BMP to act on behalf of Greeniand Government

The BMP shall act on behalf of the Greenland Government in respect of all matters
relating to this Agreement.

Legal and Licence requirements and approvals etc.

All activities and obligations under the Licence and this Agreement shall be per-
formed:

(1)

@
&)

(4)

(6)

in accordance with this Agreement, the Mineral Resources Act, any rules and
provisions issued under the Mineral Resources Act, the Licence and any other
applicable laws, rules and provisions,

with an aim of ensuring appropriate exploration for and exploitation of mineral re-
sources, see section 1(1) of the Mineral Resources Act,

in a proper manner as regards safety, health, the environment, resource exploita-
tion and social sustainability, see sections 1(2) and 83 of the Mineral Resources
Act,

appropriately and in accordance with acknowledged best internationat practices
and standards under similar conditions, see sections 1(2) and 83 of the Mineral
Resources Act, and

in accordance with the objective and guiding principles of this Agreement, as set
out in clause 4.

Monitoring and evaluation of performance of Agreement and implementation of
Benefit and iImpact Plan

The Licensee shall monitor the performance of this Agreement and the implementa-
tion of the Benefit and Impact Plan and performance of obligations under it. The Li-
censee shall make an annual monitoring report in accordance with this Agreement
and the Monitoring Plan and send the report to the other Parties.

The Licensee shall make a draft annual evaluation report in accordance with this
Agreement and the Evaluation Plan and send the draft report to the other Parties.

The Parties shall hold an evaluation meeting to discuss the draft evaluation report
and any other matter proposed by any Party regarding this Agreement or its per-
formance or the Plans or their implementation or amendment. The Parties shall in
cooperation make a final evaluation report and minutes of the meeting and any de-
cision made by the Parties.

10
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10.1.1

10.1.2

10.1.3

10.2

10.21

Principles for changes regarding activities or plans
Amendments of plans under Mineral Resources Act and Licence

Under sections 19 and 43 of the Mineral Resources Act, the Licensee must only
commence exploitation and measures relating thereto after the BMP has approved an
exploitation plan for the activities, including production organisation and related facili-
ties, and a closure plan for measures to be taken on termination of exploitation activi-
ties in respect of facilities etc. established by the Licensee, abandonment of affected
areas and any required subsequent maintenance and monitoring activities in respect
of remaining facilities etc.

Under article 15 of the Licence, the Licensee shall submit plans for its activities, in-

cluding:

(1) exploration plans,

(2) health, safety and environmental plans,

(3) plans for socio-economic studies, including plans according to article 21 of the
Licence regarding the Licensee's employment of Greenland workforce and use of
Greenland contractors, subcontractors, suppliers and service providers,

(4) development plans,
(5) production, storage and transportation plans,
(6) plans for abandonment activities, and
(7) plans mentioned in section 8.07 of the Licence
to the BMP for its approval. All plans shall include an oil spill contingency plan. An ac-
tivity may not be initiated until approval has been granted. In its approval, the BMP
may determine that specific equipment and material may not be used or that the activi-
ties may not be carried out in specific areas and periods. Likewise, the BMP may or-
der the licensee to monitor biological and physical conditions in the areas affected by
the activities.

The plans mentioned in clauses 10.1.1 and 10.1.2 and any other plan to be submitted
by the Licensee to the BMP under the Mineral Resources Act or the Licence must be
periodically updated in relation to developments in exploration and exploitation activi-
ties, in society and in socio-economic or other matters comprised by this Agreement
and its objective. When required by changed circumstances, the Licensee must
amend a plan and obtain approval of this from the BMP.

Amendments of Plans under this Agreement

The Plans to be made by the Licensee under this Agreement - that is the Benefit and
Impact Plan, the Monitoring Plan and the Evaluation Plan - must be kept updated in
relation to changed circumstances and developments. The Licensee must amend a
Plan under this Agreement when this is required. It may for example be required in
connection with amendment of an exploration plan, exploitation plan or closure plan or

L



10.2.2

1.

11.11

11.1.2

11.2

11.21

1.3

11.41

with a development in exploration or exploitation activities, in society or in socio-
economic or other matters comprised by this Agreement and its objective. The Licen-
see must submit an amended Plan as soon as reasonable possible and no later than
28 days after the occurrence of the changed circumstance or development. An
amendment of a Plan under this Agreement must be approved by the BMP.

The Licensee shall as far as possible plan and implement changes regarding activities
and Plans under this Agreement in accordance with the provisions and objectives of
this Agreement which would apply to corresponding initial activities and Plans under
this Agreement.

Employment practices
Obligation under Mineral Resources Act and Licence

Under section 18(1) of the Mineral Resources Act, an exploration or exploitation li-
cence may lay down the extent to which the licensee must use labour from Greenland.
However, to the extent necessary for the activities, the licensee may use foreign la-
bour if labour with similar qualifications does not exist or is not available in Greenland.

Section 21.01 of the Licences provides that in carrying out activities under the Li-
cence, the Licensee shall as a point of departure employ manpower from Greenland
or Denmark. However, to the extent necessary for its activities, the Licensee may em-
ploy personnel from other countries if manpower with similar qualifications does not
exist or is not available in Greenland or Denmark. Section 21.03 of the Licence pro-
vides that the BMP may lay down rules and regulations regarding recruitment of per-
sonne! in accordance with section 21.01. Further, the BMP may lay down rules and
regulations on the submission of information about the matters referred to in sections
21.01.

Quantitative Employment estimates for Greenlandic workforce

Capricom’s current estimates for Greenlandic workforce and related obligations are
set out in Appendix 2 Benefit and Impact Plan

Hiring commitments of contractors

Provisions on hiring commitments of contractors are set out in Appendix 2 Benefit
and Impact Plan Employment incentives

Provisions on employment incentives are set out in Appendix 2 Benefit and Impact
Plan

12



11.5

11.5.1

12.

12.14

12.11

12.2

12.2.1

13.

13.1

13.1.1

13.1.2

13.1.3

Employment requirements

Provisions on employment requirements are set out in Appendix 2 Benefit and Impact
Plan

Human resource development
Recruitment strategies

Provisions on recruitment strategies are set out in Appendix 2 Benefit and Impact Plan
Education proposals for Greenlandic workforce, training etc.

Provisions on education proposals for Greenlandic workforce, training etc. are set out
in Appendix 2 Benefit and Impact Plan

Business development
Obligation under Mineral Resources Act and Licence

Under section 18(2) of the Mineral Resources Act, an exploration or exploitation li-
cence may lay down the extent to which the licensee must use Greenland enterprises
for contracts, supplies and services. Other enterprises may be used if Greenland en-
terprises are not technically or commercially competitive.

Under section 18(3) of the Mineral Resources Act, an exploration or exploitation li-
cence may lay down the extent to which the licensee must process exploited mineral
resources in Greenland. However, minerals may be processed outside Greenland if
pracessing in Greenland would result in significantly higher costs or greater inconven-
ience.

Section 21.02 of the Licence provides that in carrying out activities under the Licence,
the Licensee shall as a point of departure use Greenland contractors and subcontrac-
tors, suppliers and service providers. However, the Licensee may contract with other
enterprises for such contract work, supplies and services, if Greenland enterprises are
not technically or commercially competitive. Greenland enterprises are defined as en-
terprises domiciled in Greenland whose commercial activity in the country gives them
genuine ties to the Greenland community. Section 21.03 of the Licence provides that
the BMP may lay down rules and regulations for inviting tenders for supplies and ser-
vices for the licensee's activities with a view to giving Greenland enterprises an oppor-
tunity to carry out contracts and subcontracts. Further, the BMP may lay down rules
and regulations on the submission of information about the matters referred to in sec-
tions 21.02.

13



13.2

13.2.1

13.3

13.3.1

13.4

13.4.1

14.

14.1

14.11

14.2

14.2.1

15.

15.1

15.1.1

156.2

15.2.1

Quantitative targets for involvement of Greenland companies, contractors and sup-
pliers

Quantitative targets for involvement of Greenland companies, contractors and suppli-
ers are set out in Appendix 2 Benefit and Impact Plan.

Business opportunity management (measures to include Greenland businesses in
activities)

Provisions on business opportunity management are set out in Appendix 2 Benefit and
Impact Plan.

Mentorship and joint ventures for local businesses
Provisions on mentorship and joint ventures for local businesses are set out in Appen-
dix 2 Benefit and Impact Plan.
Social well-being

Social wellness initiatives for staff

Provisions on social wellness initiatives for staff are set out in Appendix 2 Benefit and
Impact Plan.

Integration in local community, including social wellness initiatives
Provisions on integration in local community, including social wellness initiatives, are
set out in Appendix 2 Benefit and Impact Plan.
Cultural well-being

Cultural initiatives for staff.

Provisions on cultural initiatives for staff are set out in Appendix 2 Benefit and Impact
Plan.

Integration in and involvement of local community, including cultural wellness initia-
tives.

Provisions on integration in and involvement of local community, including cultural
wellness initiatives, are set out in Appendix 2 Benefit and Impact Plan.

14



16.

16.1

16.2

16.3

16.4

16.5

17.

171

18.

18.1

Reporting

The Licensee shall promptly submit data, information, material and reports to the
BMP regarding all investigations and studies pertaining to activities or obligations
under this Agreement.

For all activities and obligations performed under this Agreement, the Licensee shall
submit reports and accounts (financial reports) as specified by BMP. Annual reports
and accounts shall be submitted no later than 1 March 2012.

The BMP may lay down rules concerning the reporting of activities and obligations
performed under this Agreement, including specifications of the types of data etc.
which shall be included in the reporting under clauses 16.1 and 16.2. The Licensee
shall provide further information concerning activities and obligations under this
Agreement if requested by the BMP.

All data, information, material and reports obtained or prepared by the Licensee or
by others for its use and pertaining to activities or obligations under this Agreement
shall be kept by the Licensee until the termination of the confidentiality periods, as
set out in clause 17. At the end of the said periods, the original data etc., or one set
of copies thereof, shall be submitted to the BMP free of charge. Each Co-licensee
may retain copies of all data etc. for its own use.

All costs and expenses connected with obtaining, preparing and submitting data etc.
under this Agreement shall be paid by the Licensee.

Confidentlality regarding submlitted data, information, material and reports

Except for business confidential matters (which, for the avoidance of doubt, shall
include the estimated values of any contracts with third party service providers) and
data of a personal character, all data, information, material and reports submitted or
provided by the Licensee to the BMP or a Municipality under this Agreement are
public. However all reports must be discussed with the Licensee before being made
public.

Termination of Agreement and making of succeeding agreement

This Agreement shall terminate 31 December 2011.

15



18.2

18.3

18.4

18.5

19.

191

19.2

19.3

20.

20.1

A new agreement to succeed this Agreement shall be negotiated and made in the
event that Capricorn make a future successful exploration drilling application. The
Parties shall act in accordance with clause 18.3 and do their utmost to complete the
negotiation and making of the new agreement before commencement of any future
exploration drilling activity.

The Parties shall act in accordance with good faith and fair dealing and the objective
and guiding principles of this Agreement (as set out in clause 4) in connection with
the negotiation and making of the new agreement. The new agreement shall be in
accordance with the objective and guiding principles of this Agreement (as set out in
clause 4).

Notwithstanding termination pursuant to clause 18.1, this Agreement shall remain in
force to the extent and for the period necessary to effect a final accounting and set-
tlement of any payments and claims due under this Agreement.

Notwithstanding any other provisions of this Agreement, the provisions of clauses 4,
5, 7, 17, 18.2-18.4, 19, 20, 22 and shall continue to be in force and apply after the
termination of this Agreement.

Obligations on Termination of Agreement

The termination of this Agreement shall not release the Licensee from performing
any obligations under applicable laws, rules or provisions or under the Licence,
other licences or any continued obligations under this Agreement.

After the termination of this Agreement, the Licensee shall keep all data, informa-
tion, material and reports obtained or prepared by the Licensee or by others for its
use and pertaining to activities or obligations under this Agreement. The data etc.
shall be kept for a period of at least one year. Before such data etc. is destructed or
disposed of, it shall be offered to the BMP free of charge.

The BMP's exercise of its right to take over data etc. under clause 19.2 may be
postponed if an agreement is made between the Licensee and the BMP regarding
satisfactory safekeeping of and third-party access to the said data etc.

Liability in damages, insurance and indemnification

The Licensee shall pay compensation for any damage and loss caused by activities
performed or by non-performance of obligations under this agreement, to the extent
the non-performance is not due to Force Majeure. This applies regardless of
whether the damage or loss is accidental and whom the damage or loss affects.

16



20.2

21.

211

21.2

213

22,

221

The claim for compensation may be reduced or extinguished if the aggrieved party
intentionally or by gross negligence contributed to the damage or loss.

The Licensee shall indemnify the BMP, the Greenland Government and the Munici-
palities for any claims made by third parties against the BMP, the Greenland Gov-
ernment or one or several Municipalities as a consequence of activities performed
or of non-performance of obligations under this Agreement, to the extent the non-
performance is not due to Force Majeure. This is subject to the requirement that the
Licensee was given an opportunity in due time to participate in the defence against
any such claim and that the matter was decided by:

(1) asettlement approved by the Licensee,

(2) afinal judgment or

(3) an arbitral award, provided that the third party making the claim was entitied to

refer the dispute to arbitration prior to the occurrence of the damage or loss.

Relationship to acts, rules, Licence and other agreements

In case of any conflict or difference in content or effect between this Agreement and
the Mineral Resources Act, any rule or provision issued under the Mineral Re-
sources Act, the Licence or any other applicable law, rule or provision, the latter (the
Mineral Resources Act etc.) shall control and prevail.

In case of any conflict or difference in content or effect between this Agreement and
any approval or other decision made by the Greenland Government or the BMP in
relation to any activity under the Licence, including the BMP's approval of the drilling
of exploratory wells in the summer of 2011 under article 15 of the Licence, the ap-
proval or decision shall control and prevail.

In case of any conflict or difference in content or effect between this Agreement and
any agreement between a Municipality and the Licensee or any Co-licensee, this
Agreement shall control and prevail. This shall apply irrespective of whether one or
more Co-licensees are parties to the other agreement and even though the BMP
and the Greenland Goverment are not parties to the other agreement.

Governing law and relationship to other legislation
This Agreement shall be subject to, governed by and construed in accordance with

the rules of law from time to time in force in Greenland, including Greenland law and
Danish law.
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22.2 This Agreement shall not restrict the general right of the Greenland Government to
levy taxes and fees, amend tax and fee legislation or lay down rules or provisions
concerning activities or obligations under this Agreement.

223 This Agreement does not exempt the Licensee from obtaining licences, including
prospecting, exploration and exploitation licences, approvals and permits which are
required pursuant to the Mineral Resources Act or other legislation.

23, Jurisdiction

23.1 Any dispute arising out of or in connection with this Agreement shall be determined
by the Greenland or Danish courts with jurisdiction in Nuuk, Greenland. The said
courts shall have exclusive jurisdiction over any such dispute.

24, Language

241 This Agreement has been drawn up in both the Greenland language and the Eng-
lish language. In case of any difference in content, effect or interpretation of the two
versions, the English version shall control and prevail.

25, Signatures

25.1 This Agreement may be made in any number of counterparts and each such coun-
terpart shall be deemed an original Agreement for all purposes. However, no Party
shall be bound by this Agreement unless and until all Parties have signed a coun-
terpart. For the purpose of assembling counterparts into documents with signatures
on each signature page, the BMP is authorised to detach signature pages from
counterparts and, after the signature pages have been signed by the Parties, attach
the signed signature pages to counterparts.

Capricorn Greenland Exploration 1 Ltd. Qaasuitsup Kommunia
For and on behalf of the licensee under li-
cences 2008/11, 2005/15, 2005/16 and

o2 el _lin
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APPENDIX 1
Background for Agreement

Cairn Energy PLC and Greenland

Overview

At the invitation of the Greenland Government, Cairn Energy PLC and a number of other petro-
feum companies are exploring for hydrocarbons off-shore Greenland. !t was in the 1970s that
the Greenland Government first granted offshore licences for petroleum exploration. The
Greenland Government is once again encouraging Companies who meet its safety and tech-
nical requirements to apply for licences to explore for hydrocarbons to assist Greenland's eco-
nomic development and energy security. Prior to the start of the exploration campaign in 2010,
only six exploration wells had been drilled offshore Greenland, five of which were drilled in the
1970s and one in 2000.

Since 2007, Caim Energy PLC, through its subsidiary Capricorn Greenland Exploration 1 Li-
mited (‘Capricorn’) has secured a number of hydrocarbon exploration licences and currently has
interests in 11 blocks which cover an area of approximately 102,000 square kilometres. These
blocks provide the Company with an opportunity to explore in a region believed by experts (US
Geological Survey) to be one of the world's largest remaining sources of undiscovered hydro-
carbons.

The image below portrays where Capricom's 11 blocks are:

Capricorn’s Greenland
Exploration Licence
Areas

Activity pre 2010

Capricorn’s interests in Greenland have evolved over the past four years, starting in 2007 with
Capricorn being awarded exploration licenses for the Sigguk and Eqqua blocks. Also in 2007,
Capricorn secured an interest in the Atammik and Lady Franklin blocks. The following year the
Company acquired its blocks offshore south Greenland, called Kingittog, Saqqamiut, Salliit and
Uummannarsuaq. 2009 saw Capricorn being awarded a prospecting licence offshore east
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Greenland; while the company also gathered information from a number of seabed, environ-
mental and ice-monitoring surveys.

2010 Activity

In the summer of 2010 Capricorn drilled three exploration wells offshore west Greenland in the
Sigguk block. These were all drilled without environmental incident. While these did not result in
a commercial discovery, they confirmed the existence of a working hydrocarbon system after
encountering two types of gas and three types of oil.

Also during 2010, Capricorn acquired more than 15,000km of 2D seismic on the Eqqua, In-
goraq, Napariaq, Pitu, Sigguk and offshore south Greenland blocks, bringing the Companies
total 2D seismic database in Greenland to over 85,000km.

2010 saw the Greenland Government announce the results of the Baffin Bay Bid Round. Cap-
ricorn was awarded three blocks. Other recipients of block awards included Shell, Statoil, GDF,
Conoco-Phillips, Maersk and DONG Energy.

2011 Activity

Capricorn plans to drill up to four exploration wells in the Eqqua, Napariaq, Lady Frankiin
and Atammik blocks this summer and acquire up to three ( 2 firm programmes and 1 contin-
gent programme) 3D seismic surveys totalling 4,500km?.

The exploration drilling operations will be carried out by two state-of-the-art dynamically posi-
tioned drilling vessels — the Ocean Rig Corcovado, a dynamically positioned drillship and the
Leiv Eiriksson, a semi-submersible drilling rig. The operations are supported by four helicop-
ters and a range of vessels including: five / six ice management vessels, two emergency
response standby vessels, three supply vessels, one freighter and one / two multi-purpose
vessels for accommodating crews if necessary (one multi-purpose vessel can also operate
as an ice-management vessel).

Oil exploration can take a considerable amount of time from licences being awarded to produc-
tion. An example of such a timeline is below.
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Exploration drilling operations are due to start in May and continuing until local conditions, such
as the build up of ice, require the drilling units to move away from the area. The drilling pro-
gramme includes a contingency period when drilling does not occur for relief well drilling in case

of a major unplanned event.
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Description of the 2011 Exploration Drilling Project, Offshore Greenland

Wherever Capricom operates its first priority is safety, both in terms of people and the environ-
ment. Capricorn aims to prevent incidents and assesses the potential risks and impacts of a
proposed programme and reduces these to as low as reasonably practical. In the unlikely event
of an incident occurring Capricorn has plans in place to manage an incident appropriately. Such
plans include an extensive contingency plan, for the unlikely event of an oil spill which was re-
viewed and approved by the Greenland regulatory authority and NERI.

Capricorn intends to drill up to four wells offshore Greenland within the Eqqua, Napariaq, Lady
Franklin and Atammik blocks in 2011 (see map over).

Oil and gas exploration involves drilling a wellbore down to a potential reservoir. In addition to
the usual drilling challenge of pinpointing a wellbore several kilometres below the sea bed, the
arctic operating environment presents specific operating challenges. Capricorn is developing
and using a broad range of cutting-edge technologies, operational procedures and standards to
effectively manage these challenges. These operational standards and procedures will help
ensure the safety of personnel, the protection of the environment and the integrity of the facili-
ties.
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Proposed 2011 Exploration Drilling Project - Loglstics

The drilling programme proposed by Capricorn will utilise a dual rig strategy. Capricomn has
secured two state of the art dynamically positioned drilling vessels. The Leiv Eiriksson, a fifth
generation semi-submersible drilling rig, and the Ocean Rig Corcovado, a sixth generation drill-
ship, have been contracted for Capricorn’s planned 2011 offshore Greenland exploration pro-
gramme. The Leiv Eiriksson is already equipped to work in harsh environments and the Corco-
vado is undergoing a series of improvements to ensure it too is equipped for harsh environ-
ments. Both rigs are operated by Ocean Rig.
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The Ocean Rig Corcovado is a 'state of the art' high efficiency, dynamically positioned drillship,
designed to be able to operate in harsh environments. The drillship is a maritime vessel that
includes two drilling masts and special thrusters to keep it positioned above the well and is
qualified for operating, in more extreme conditions and, difficult drilling targets than those
planned for Capricorn in 2011.

The Leiv Eiriksson is a dynamically positioned semi-submersible designed and equipped for
working in harsh environments. A semi-submersible is a floating vessel that is supported primar-
ily on large pontoon-like structures submerged below the sea surface. This design has the ad-
vantage of minimising loading from waves and wind, can operate in a wide range of water
depths and does not require anchoring to the seabed. The rig will maintain its position with dy-
namic positioning thrusters for station keeping rather than using a mooring system.

The operations are supported by four helicopters and a range of vessels including: five / six ice
management vessels, two emergency response standby vessels, three supply vessels, one
freighter and one / two multi-purpose vessels for accommodating crews if necessary (note one
multi-purpose vessel can also operated as an ice- management vessel).

Vessels are planned to mobilise directly to the area of operations offshore Greenland and to
demobilise following completion of drilling operations. Routine onshore interaction is therefore
expected to be limited to supply boats entering port to transfer waste materials ashore or to take
on fuel, water, food or materials to support the operations.

Depending on the drilling locations Aasiaat and Nuuk are expected to be the primary forward
supply bases. During drilling operations in Lady Franklin or Atammik the forward supply base
will be Nuuk. When drilling in Eqqua and Napariaq, Aasiaat has been identified as the forward
supply base.

Crews will be transferred to Aasiaat and Nuuk by fixed wing aircraft from the international airport
in Kangerlussuaq.

During drilling operations in Lady Franklin or Atammik, Nuuk will be the sole port servicing the
drilling rig in either of these blocks. However, capacity to process rig household waste is limited
in Nuuk therefore the waste may need to be compacted in Nuuk for transfer to Aasiaat in
Greenland or out to Denmark for final disposal.

Change over rig and support vessel personnel will mobilise to and from Greenland via the inter-
national airport at Kangerlussuaq, with chartered internal transfer via fixed wing aircraft to
Aasiaat or Nuuk from where they will be taken by helicopter offshore.

For drilling operations in Eqqua and Napariaq helicopter flight and support crews will fly direct to
flulissat. When drilling in the Lady Franklin or Atammik helicopter operations and hangerage will
be located in Nuuk. A search and rescue helicopter as well as a crew change helicopter(s) will
be stationed at llulissat and Nuuk for the operations. Helicopter support operations will have full
24/7 search and rescue facilities and will be fully capable of operating in arctic conditions.
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Contingency accommodation will be onboard multi-purpose vessels, and at transit facilities in
Kangerlussuaq should there be any delays to internal or international flights.

The drilling vessels and other vessels will arrive in Greenlandic waters with the normal contin-
gent of crew, although limited local hire may be undertaken provided the specific skills, experi-
ence, relevant training and medical certification are available — advertisements for such hires
have already occurred in the Greenland media.

Capricorn will utilise the best available equipment and contractors. Their selection will consider
technical quality and operational experience in remote harsh environments. Both the drillship
and the semi-submersible rig will be inspected to ensure they meet arctic standards for envi-
ronmental, safety and operational performance prior to mobilisation. There will be regular
documented follow up inspections and maintenance during the operational phase to ensure
these standards are maintained.

Initial spill response capability will be provided on location by the standby (ERRV) vessels and
backed-up with onshore contingency equipment at Kangerlussuag. In the highly unlikely event
of a major (Tier 3) spill requiring additional response capability, experienced resources from Oil
Spill Response Limited (OSRL) will be mobilised from the UK to Kangerlussuaq and deployed
as per the Oil Spill Response Plan.

Independent industry experts will be accessed to assure that well design, project management,
ice management, emergency response, oil spill clean-up contingency planning and environ-
mental and social impact management meet industry standards and are fully compliant with
Greenland regulatory requirements.

The Project is expected to have a physical presence in the towns of Kangerlussuaq, Nuuk, llu-
lissat and Aasiaat. A summary of Project activities in each of these places is provided in the
table below:

Municipality Town Associated Project Activities
Qaasuitsup  Kom- | Aasiaat Primary supply base for drilling activities in the
munia Eqqua and Napariaq license blocks

llulissat Base for helicopter hangerage and maintenance

for drilling activities in the Eqqua and Napariaq
license blocks, contracted through Cougar heli-
copters

Qeqqgata Kommunia | Kangerlussuaq | Entry and exit point for rotating work crews,
through the international airport.

Kommunegqarfik Nuuk Primary supply base for activities in Lady Frank-
Sermersooq lin and Atammik license blocks, including base
for helicopter activities contracted through Cou-
gar helicopters.
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Secondary supply base for activities in Eqqua
and Napariaq.

Proposed 2011 Exploration Drilling Project - Locations and Activities
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APPENDIX 2

Benefit and Impact Plan
This Benefit and Impact Plan has been structured into five sections:

. Employment Practices

. Human Resources Development
° Business Development

. Social Well-being

. Cultural Well-being

Each of these four sections is then structured as follows:
. Approach (describing the respective responsibilities of the parties to the agreement)
. Context (describing information relevant to the subject and the project activities in
Greenland)
e 2010 Performance (describing activities and results from the 2010 IBA relevant to the
subject)
e  The 2011 agreement (describing the commitments of the 2011 agreement).

A summary of the socio-economic benefits of the 2010 exploration drilling project and the esti-
mated socio-economic benefits of the 2011 exploration drilling project are given in the following
table.

Units 2011 2010
Economic Benefit
Capricorn estimated spend in Greenland through -
2011 drilling project DKK miflion | 244 153
Capricorn's contractors’ estimated spend in -
Greenland through 2011 drilling project DKK million | 67 88
Tax income to Government of Greenland resulting
from the 2011 drilling project (estimated as equal to | DKK million | 53 53
last years)
Estimated Carry of Greenlandic partner (Nunaoil) DKK miflion | 430 276
Employment
Expected number of positions in which Greenlandic
workers are involved in project through Capricorn | People 55 50
and its contractors
Training positions for Greenlanders offered by the "
project Positions 12 4
Education
Annual contribution through license agreement to -
BMP for training DKK miflion | 1.575 1.575
Annual contribution through license agreement to an:
Nunaoil for training DKK million 1.5 1.5
Capricorn’s contribution to an Education Fund for -
Greenlandic workforce competence development. DKK million | 2.6 1.3
Social / Cultural
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Capricom's contribution to a Community Develop- .

ment Fund DKK million | 0.38 0
Annual Total Benefit DKK Million | 800 505
Environment

Capricorn’s contribution to environmental research e .

through license agreement DKK million | 23.5 (since 2008)

Summary of Socio-economic Benefits of Capricorn’s Exploration Drilling Programme
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EMPLOYMENT PRACTICES

Approach
Capricorn with its contractors will seek to utilise Greenlandic workers wherever personnel with
the required skills are available.

Furthermore, where Greenlanders work within the Capricorn project Capncorn will work to en-
sure that pay for both Capricorn local employees and contractor employees align with standard
industrial rates of pay in Greenland.

Context
As described in Appendix 1 of this agreement, activities to support the proposed 2011 drilling
programme are proposed both onshore and offshore Greenland.

Because Capnicom is currently in the exploration phase in Greenland work offshore will be tem-
porary and future work relating to Capricorn’s exploration programme offshore Greenland is not
guaranteed. Future Capricorn activities and so work opportunities will depend on the success of
the 2011 drilling programme. The operators of other license areas offshore Greenland may sub-
sequently carry out exploration drilling activities but there is no guarantee that the particular
contractors working for Capricorn in 2011 will return to do this work as this will be a decision
made by the individual operators.

The majority of personnel engaged in activities associated with the Capricorn drilling project will
be engaged through contractors working on Capricom’s behalf. Only a small number of staff
working on the project in Greenland will be directly engaged by Capricorn itself and these will be
the project teams based in Aastaat and Nuuk (around 8-9 positions) and the country representa-
tives in Nuuk (2 positions). As such, employment opportunities will be predominantly with Capri-
corn's contractors rather than Capricorn itself.

Jobs offshore predominantly require specialist skills the training for which does not currently
exist in Greenland. All jobs offshore also have some minimum requirements. These are:

-Fluency in written and oral English to a level to be agreed between Capricorn and the
School of Minerals and Petroleum.

-Passing of a medical fitness examination

-Passing of offshore safety and survival courses

-Trade skills.

The drilling programme should however, help to maintain many existing Greenlandic jobs
through contracts with Arctic Base Supply (ABS) and Air Greenland. These include ground
crews and support staff for the helicopter and fixed wing internal charter flight operations. Em-
ployees of ABS will be involved in storage of onshore materials; loading and unloading of the
supply boats; handling and transport of materials to/ffrom other facilities; storage of oil spill re-
sponse equipment.
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Indirect jobs will also be supported by the project. These will include Greenlandic workers in
businesses that provide food and accommodation. The income earned by both the direct and
indirect workers will be spent, in part, on consumer goods and services. Some induced job crea-
tion may arise from the drilling programme. Most of this job creation will arise in service indus-
tries such as hotels, restaurants and retail outlets in Aasiaat, Hulissat and Nuuk.

It is only during the further phases of our business if we are successful that longer term plans
can be more certain and focal jobs can be expected to be created in greater numbers.

2010 Performance

Around 50 job opportunities, within the 2010 Capricom exploration drilling project were filled by
local people. Of these about half were newly created jobs. These jobs were temporary for the
duration of the 2010 drilling programme and included port workers, security guards, a driver,
passenger marshal and fishery observers that helped coordinate our vessel movements with
local vessels. Records showed 7.7% of the workers involved in the project both onshore and
offshore were Greenlandic, which exceeded the 5.5% target set in the 2010 IBA.

In addition, Cougar who provided offshore helicopter services and search and rescue services
to the 2010 exploration drilling programme provided offshore helicopter operations training to 4
pilots from Air Greenland.

2011 Agreements
Employment for Greenlandic Workforce

Capricorn expects to generate similar levels of local employment in 2011 as was generated in
2010. Most local jobs associated with the project are expected to be onshore and connected to
the shore bases in Aasiaat and Nuuk. Last year these included port workers, security guards,
fishery observers and a driver.

In addition, this year Capricorn is looking to recruit a local aviation coordinator trainee for the
project team in Nuuk and Aasiaat.

Furthermore, Capricorn's contractors are advertising in the Greenland media for potential oppor-
tunities to involve local workers. The drilling contractor Ocean Rig advertised in Sermitsiaq the
week of the 16" March for a number of offshore positions including radio operators, roust-
abouts, motormen and welders. Further advertisements from other contractors (including Esvagt
and Sodexo) will be posted over the next few weeks.

Capricorn s Target for Greenlandic involvement in Project Workforce

Capricorn will seek to maintain local employment levels at or above the 7.7% of the tolal project
workforce level that was recorded for the 2010 Capricorn drilling programme
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Capricorn will seek to recruit a trainee aviation co-ordinator for its project teams in Nuuk and
Aasiaat.

Capricorn will provide a one week drilling awareness course for 6 students and a teacher at the
School of Minerals and Petroleum with invitations extended to BMP and Nunaoil.
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Hiring Commitments of Contractors

In accordance with Section 18(1) of the Mineral Resources Act, Capricom shall use Greenlandic
contractors (and sub-contractors, suppliers and service providers), subject to any exceptions set
out in the terms of its Licences and the Mineral Resources Act.

As such Capricorn has and will continue to make sure its contractors advertise for Greenlandic
workers for project positions.

In addition, Capricorn is responsible for its contractors where feasible to accommodate training
positions within its project workforce.

Hiring Commitments for Contractors
Through the 2011 drilling season the Drilling Contractor: Ocean Rig will accommodate training

positions aboard its two drilling vessels for 6 students, who have completed the diamond core
drilling pregramme at the Mining School in Sisimiut.

The Offshore Helicopter Services and Search and Rescue provider Cougar has agreed to fur-
ther training of four Air Greenland pilots through the 2011 drilling programme.

Employment Incentives
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To incentivise contractors to take on trainee positions offshore and act in partnership with Cap-
ricorn and its contractors the Greenland Government will undertake to help applicants for jobs in
connection with the oil drilling activities with BOSIET courses if they apply for such courses.

Employment Incentives

The Greenland Government underiakes to help applicants for jobs in connection with the oil
drilling activities with BOSIET courses if they apply for such courses
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HUMAN RESOURCES DEVELOPMENT

Aoproach

The Universal Declaration of Human Rights (UDHR) clearly states that everyone has the right to
education and that technical and professional education shall be made generally available and
shall be equally accessible to all on the basis of merit. As outlined in the Guiding Principles for
the Implementation of the United Nations 'Protect, Respect and Remedy and Framework' it is
the duty of the state to protect human rights and to encourage business enterprises to respect
these rights throughout their global operations.

Capricorn is one of a number of companies holding operating licences offshore Greenland.

As such, three tiers of responsibility for the provision of technical and professional education for
the offshore industry are considered to exist:

e The Government of Greenland is responsible for the provision of a national strategy for the provision
of technical and professional education of its workforce to participate in the oil and gas industry activi-
ties.

« All companies holding exploration licences offshore Greeniand are responsible for informing the Gov-
emment of Greeniand and the municipalities on the needs of the industry and the national strategy for
provision of technical and professional education set out by the Government of Greenland to support
the oil and gas industry.

¢ Individual Companies such as Capricom should co-operate with the national educational institutions
and the municipa! Piareersarfiit to support the provision of technical and professional education where
feasible through its operating activities.

Context

The oil and gas industry operates under strict safety requirements defined by regulating authori-
ties which are often, further tightened by the operator's internal standards and procedures.
There are requirements on formal training and experience of all personnel involved in oil and
gas exploration and production. For safety reasons there are also requirements on English lan-
guage skills. Currently the majority of the Greenland workforce lacks the skills necessary for
employment with oil and gas companies or its suppliers. Capricorn recognises that the devel-
opment of skills within the workforce for future participation in oil and gas activities is a priority.

The Mining School in Sisimiut already offers training courses for the mining industry. The school
also has taken steps to establish training aimed at the oil industry. The Mining School is now to
be known as The school of Minerals and Petroleum.

Qualification of a local workforce will benefit both Greenland and the oil industry. Through mem-
bership of GOIA (Greenland Qil Industry Association) Capricorn is seeking to propose to GOIA
that it establishes an education programme which promotes development of relevant skills
among local students. However, no success can be guaranteed from Capricomn’s or other oil
companies planned exploration activities in Greenland and as such any programmes should be
developed with this in mind. Initially it is therefore considered prudent to support skills in areas
where there may be a demand regardless of the outcome of exploration activities. Such skills
would include English, mechanical and electrical engineering, managerial, logistic and contin-
gency competences and welding.




2010 Performance

Through the IBA for the 2010 exploration drilling programme Capricorn committed US$250,000
to a training and skills development fund which was utilised to develop and implement English
language training modules at the Language School in Sisimiut. The English courses were de-
veloped with an emphasis on the offshore industry.

Around seventy Greenlandic students attended these modules in the first quarter of 2011.

2011 Agreements
Recruitment Strategies

To increase the participation of Greenlandic workers in the offshore industry recruitment is to be
carried out in three ways:

o  The provision of Adverts in Danish and Greenlandic for available positions within na-
tional newspapers in Greenland. The adverts shall include the qualifications required,
i.e. language skill, BOSIET etc.

e  The forwarding of adverts to the municipalities for distribution among the labour offices
to provide access to opportunities for those without easy access to newspaper adver-
tisements. Adverts should also be forwarded to the local SIK offices.

«  Working with the School of Minerals and Petroleum and the municipalities to identify
suitable candidates within their register of past and current students.

Education proposals for Greenlandic Workforce, training etc

Education Proposals

Providing opportunities for experts to participate in short-term placements at Greeniand
institutes to facilitate knowledge transfer

Facilitating overseas teaching exchanges for Greeniandic instructors to build training
capacity in the oil and gas sector

Assisting overseas specialised training in oll and gas sector for a number of gualified
and interested Greenlandic students.

Suppott relevant offshore courses — Developed accordingto demand
Provision of specialist teaching materials to the School of Minerals and Petroleum and
Trade Schools offering relevant courses related to the oil sector.

This fund will be administered by Capricorn and will seek proposals that demonstrate transpar-
ent and sustainable programs towards development of the Greenlandic workforce and that pro-
vide measurable indicators of what the funding will achieve. Capricorn will define the arrange-
ments for setting aside the monies of the fund.




Projects for funding would be considered by a board including Capricorn, BMP, Ministry of Edu-
cation and Research, Ministry of Industry and Labour, the School of Minerals and Petroleum
and the Municipalities. Terms of Reference for the purpose, scope of activities, composition and

operation of the board will be formulated

The value available under this fund will be USS500,000 (~DKK 2.560,000).

Administrative Capacity
Administrative Capacity

Capricorn has commuitted through its licence obiigations, to set aside DKK 1.575 million per an-

num, with unused funds being transferred o the following year, for training within the regulating
authority. the BMP, and a further DKK 1.5 million per annum for training within the state oil
company Nunaoll
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BUSINESS DEVELOPMENT

Approach
Capricomn will utilise Greenlandic enterprises to provide goods and services wherever these are

available and meet the specifications of the project for quality, safety and environmental protec-
tion and are commercially viable.

Context

Oil and gas exploration drilling activities require high value and very specialised contractors with
rigorous systems for health, safety, environment and quality management. Last year Capricomn
dniled the first new wells for 10 years offshore Greenland. Consequently at present, there is not
a commercial sector present in Greenland to service such activities. These high value very spe-
cialised services must therefore be sourced from outside Greenland. In the short term, the po-
tential development of such services in Greenland is not encouraged by the large financial in-
vestment in developing such service provision, the seasonal nature of current activities and no
long term guarantees of future activity.

However, onshore support services and supplies of some consumables to the vessels and rigs
could be supplied by existing Greenland businesses.

The sorts of services and supplies which could be utilised in the 2011 drilling programme are
shown in the figure below.

1T Equipment

Ofice Funiuo Catoring Fecliios

Telecoms Housing

Hobls
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2010 Performance

In 2010, as a result of, the drilling programme the value of goods and services that was pur-
chased by Capricorn within Greenland was DKK 150 million. The largest proportion of this
spend was represented by fue! supplies to the project vessels that was provided through Malik
Supply of Denmark who bought the fuel from Polar Oil in Greenland. A further DKK 18.8 million
was purchased within Greenland by Capricom's contractors as a result of the 2010 activities
programme.

2011 Agreements
Involvement of Greenland Companies, Contractors and Suppliers

it is anticipated that Greentand will receive a small positive benefit from the direct procurement
of goods and services used in the exploration programme. The main beneficiaries of local pro-
curement are Air Greenland and Arctic Base Supply. Each of these companies has received
major procurement contracts that will last the duration of the exploration programme.

Capricomn has advertised for other suppliers to come forward for the supply of potential services
to the 2011 project through adverts in national newspapers. The services that have been identi-
fied are; warehousing and storage, security services, fue! suppliers, office cleaning, office IT
support, ad hoc serviced apartments, diving services, crew boat transfer services, transport
services (heavy goods), car rental and translation services.

involvement of Greentand Companies. Contractors and Suppliers

Capricorn will. in 2011, seek to maintain the value of services and supplies purchased by the

project with Greenlandic enterprises at or above the level that was recorded for the 2010 Capri-
corn drilling programme. However, all services must meet the specifications of the project for
technical requirements. quality. safety and environmental protection and be commercially viable.

Business Opportunity Management (measures to include Greenland businesses in activi-
ties)

In 2010 as part of the IBA agreement Capricorn sponsored a conference for potential suppliers

to the offshore oil and gas industry in Nuuk. This conference that took place in September 2010

was attended by 37 local companies. The workshop aimed to:

« support Greenlandic companies in becoming possible suppliers and more involved in future
oil and gas exploration activity,

« explain the formal requirements of becoming a supplier to the oil industry,
provide clarity on the process involved in applying to become a supplier,

« provide an overview of the goods and services required for possible future exploration activ-
ity; and

s provide local companies with an opportunity to share information on their company and
services with Capricorn.



These suppliers have been entered onto a listing of potential suppliers together with others that
have already supplied services to Capricorn in Greenland. This listing will be circulated to all
international suppliers to promote and encourage the subcontracting of supplies and services
with local companies where this is feasible. Included within this is the promotion of utilising the
local Braettets of Aasiaat and Nuuk to provide fresh supplies to the vessels involved in the pro-
gramme.

Business Opportunity Management {(measures to include Greenland Businesses in activities)

Capricorn proposes to sponsor a second supplier seminar in 2011. This supplier seminar wili be
held outside Nuuk. Selection of the location of the seminar will be included within the scope of
the board for the education fund.

Capricorn wiil provide a listing of known local suppiiers to all its international contractors to pro-
mote the subcontracting of services and supplies to local enterprise where this is feasible.

It has also been suggested that the BMP consider the provision of a website on which compa-
nies offering services to the oil and gas industry could advertise.

Mentorship and Joint Ventures for Local Businesses

Capricorn believes that mentorship and joint ventures between international and local compa-
nies is a viable way to promote the development of Greenlandic enterprises for participation in
oil and gas activities. Capricorn and its contractors have been active in this regard. In 2010,
Cougar who provided offshore helicopter and search and rescue services were involved in an
agreement with Air Greenland in which the Greenlandic Company supported Cougar with
hangerage and ground operations. In return, Cougar provided training positions for four Air
Greenland pilots in offshore helicopter operations.

Additionally, Capricom’s EIA and SIA consultant has worked with Greenlandic consultants and
students of the University of Greenland in the delivery of scoping and impact assessment stud-
ies for the 2011 exploration drilling programme.

Mentorship may also be provided in the form of knowledge sharing with organisations involved
in relevant issues to the oil and gas industry. Such knowledge sharing should be coordinated
between relevant organisations and the association of oil and gas operators in Greenland
(Greenland Offshore Industry Association, GOIA)

Mentorship and Joint Ventures for Locat Businesses

Cougar helicopters will provide 4 training positions to Air Greenland for offshore helicopter pilots through

the period of the 2011 exploration drilling programme
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Capricorn offers to present its management approach to Corporate Responsibility including HSE. Contin-

gency plan. logistics etc. to an audience of Greenlandic business representatives in 2011. This may be

included as part of the second supplier seminar.

SOCIAL WELL- BEING

Approach

Social well-being within Greenland is the responsibility of the Greenland Govemment. Capricon
recognises that it has a responsibility to minimise any adverse social impacts and promote
benefits associated with its activities as far as reasonably possible.

Context

Overall, the Social Impact Assessment (SIA) carried out by ERM for Capricorn predicted that
the 2011 exploration drilling programme would have a beneficial, though minor, socioeconomic
impact on Greenland and affected communities.

Negative social impacts are predicted to be minor with the most significant of these being asso-
ciated with potential stress caused by the project on infrastructure (ports, airports, health system
and housing) within Greenland.

2010 Performance

In 2010 Capricorn invested DKK 375,000 in meteorological equipment at Aasiaat and Hulissat
airports in order to allow 24 hour search and rescue operations.

In addition, Capricorn sponsored the development of Greenland emergency response arrange-
ments to the value of DKK 495,000.

An agreement was established between Capricomn and Ministry of Health for the reimbursement
of costs to the Ministry of Health for any services required by Capricorn or its contractors for

foreign personnel.

No grievances from affected communities associated with the project were recorded.

2011 Agreements
Social wellness initiatives for staff

Capricom is committed to protecting the health, safety and security of everybody involved with
our activities. We aspire to high standards of practice through a process of continual improve-
ment and the adoption of international codes and standards where practicable.

To meet this commitment we implement management systems in our operations that accord with
the requirements of our health, safety and security standards and strive to:
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« Ensure that our operations comply with applicable health, safety and security laws and
regulations

¢ |mplement controls to protect all personnel involved in our activities

« Provide health, safety and security fraining to our employees and actively promote
awareness of health, safety and security issues

+ Ensure that contractors are aware of our policies and standards and where necessary,
work with our contractors to raise their standards to meet them

* Foster a culture where accidents, incidents and near misses are reported and investi-
gated and the lessons leamed are shared

¢ Set objectives and targets for improving health, safety and security performance and
monitor and report openly on our performance

¢ Monitor our performance and conduct periodic audits to ensure our controls are effective
and that our health, safety and secunty standards are being achieved

Capricorn is also committed to maintaining the highest standards of corporate social responsibil-
ity in its business activities. To meet this commitment we implement management systems in our
operations that accord with the requirements of our corporate social responsibility standards and
strive to:

» Respect the rights and dignity of every employee and treat them fairly and without dis-
crimination.

* Encourage team working and the sharing of knowledge throughout the organisation
+ Recognise employees’ individual and team contribution and reward them appropriately

Social weliness initiatives for staff

Capricorn will implement management systems in its operations that accord with the require-
ments of its health, safety, environmental, security and corporate social responsibility standard.

Integration in local community including social wellness initiatives
Utilisatlon of Health Infrastructure

As most of the activities associated with the drilling programme are offshore the use of health
facilities and services such as doctors, dentists, chemists and hospital beds by the offshore
workers should not be significant. There will be medical workers on board the vessels, the
minimum requirements for which are specified in internationally recognised standards such as
the Convention on Safety of Life at Sea (SOLAS, 1974). In addition Capricorn will provide two
paramedics and three qualified doctors offshore to support the drilling programme. Offshore
workers are not expected to be in the local onshore communities for any length of time and are
unlikely to seek elective healthcare services while in transit to their home countries. All offshore
workers will hold a fitness to work certificate as is standard practice across the oil and gas in-
dustry. A small onshore staff in Aasiaat and Nuuk and the flight crews in Hulissat are the only
personnel associated with the project that will spend any significant amount of time onshore and
could potentially need to utilise local health services. All foreign personnel working for Capricorn
and its contractors will be covered by international medical assistance and medical repatriation
insurance.
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Should a non-routine event of significant size occur, access to emergency health services could
be requested. Discussions between Capricom and the health authorities will draw up a specific
agreement for provision of both routine and emergency support.

Emergency Response Capabilities
Capricomn and the Greenland Contingency Committee worked together in 2010 to coordinate
emergency response capabilities. Joint emergency exercises will be coordinated for 2011.

Additionally, Capricorn and its contractors are aiming to work closely with the Fire Services in
Greenland to provide access to emergency response training. For example, the helicopter con-
tractor Cougar has agreed to invite 3 Search and Rescue (SAR) divers from the fire service in
Qaasuitsup Municipality to participate in training and exercises with the Cougar SAR team.

Worker and Contractor Behaviour

Capricorn will provide contractor and worker inductions that will include information on the impor-
tant measures set out within our operational procedures and management systems for the mini-
mising of social impacts. These will include:

e Information on Greenlandic public heaith infrastructure and infectious disease prevention.

e Work with port authorities on an ongoing basis to Identify where congestion issues arise and how
they can be addressed.

e Maintenance of ongoing communication with local police regarding immigration and law and order
issues that may arise.

e Avoiding the use of public housing for accommodation of Project workforce.

e Maximising the use of charter flights to and from Kangerlussuaq to reduce demand on commer-
cial fiights.

o  Managing safety briefings and survival suits changes in terminals to minimise time and space re-
quirements.

Integration in local community including Social wellness initiatives

Capricorn will pay for all health services it uses in Greenland under an agreement put in place
with the Greenlandic Ministry of Health.

Capricorn will provide contractor and worker inductions that will include information on the impor-
tant measures set out within our operational procedures and management systems for the mini-
mising of social impacts.
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CULTURAL WELL-BEING

Approach

Cultural well-being within Greenland is the responsibility of the Greenland Government. Capni-
com respects the different cultures and rights of individuals and indigenous peoples in all coun-
tries in which it operates. This means, for the 2011 exploration drilling programme that Capricorn
will seek to manage interaction between foreign workers and the local population, seek to re-
spect and contribute to local knowledge and encourage traditional ways of life and wellbeing.

Context

Although it is estimated that around 600 personnel will be transiting in and out of Greenland
every 4 weeks through the drilling season most of these workers will be offshore Greenland.
Transfer to and from offshore Greenland will be direct without overnight stay onshore Greenland
under normal arrangements. Interaction between the local population and foreign workers will
be limited to the small project and representative teams in Aasiaat and Nuuk and some visiting
consultants and Capricorn staff.

Capricorn recognises that local knowledge can contribute to the efficiency of its operations and
to minimising adverse interaction of the exploration drilling activities with traditional activities
such as fishing and hunting.

Capncorn has provided access to US$ 4.5 million since 2007 to be utilised for environmental
research in Greenland as part of its licence commitments.

2010 Performance

5 Fishery observers were recruited locally to provide local maritime knowledge to international
vessels and assist with interactions with other marine users.

Pilots were utilised through ABS to provide local port knowledge and experience to international
vessels using Greenlandic ports.

Capricomn spent DKK 5.4million on the capture of environmental data that was shared with the
BMP and its environmental advisors.

Agreement was set up with the Braettet in Aasiaat for the supply of fresh fish and meat to pro-
ject vessels.

Cultural Weliness Initiatives for Staff

Cultural wellness initiatives for staff

Capricorn will implement management systems in its operations that accord with the require-
ments of its corporate social responsibility standards.
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Integration in and involvement of local community, including cultural wellness initiatives

Fishing and Hunting
The Greenlandic economy is highly dependent on natural resources and huntingffishing is of

high economic and socio-cuitural importance. Seafood constitutes a large portion of
Greenlandic exports, and fishing is the main source of employment and income in many towns
and settlements, including the Project area. The area around the drilling licence is too far from
shore to interfere with the fishing activities of small-scale fishermen, whose activities are fo-
cused primarily along the inshore areas. Impacts to small-scale and inshore fishing activities are
therefore expected to be insignificant. The exploration license areas (particularly, Eqqua, Lady
Franklin and Atammik) overlap with active commercial fishing areas. These include areas of
halibut fishing by trawlers, and small overlap with limited shrimp fishing areas. It is therefore
possible that the Project will have some interaction with commercial fishing activities. During last
year's activities, potential impacts to fishing were mitigated with a communication procedure that
provided fishermen with ongoing information about project activities and location. This proce-
dure will be implemented again in 2011. Fishery Observers will also be sourced to promote co-
ordination between the project's activities and those of ather marine users.

Environmental Research
Capricomn has committed through its license obligations to set aside US$4.5 million to go to-
wards environmental research in Greenland.

In addition, Capricorn has been co-operating, since 2008, with NER! to add data to NERI's re-
search on marine mammal and seabird observations offshore Greenland. In 2010, Capricorn
also commissioned NERI to extend the oil spill sensitivity atlas to 77 degrees N and will contrib-
ute to this information resource. The costs associated with these were outside of the general
research provision described above.

In addition ice studies were carried out in 2009 and further work will be carried out in 2010. This
information is also being shared with NERI adding to the research knowledge around
Greenland.

Capricom has also taken seabed sediment samples as part of its drilling site surveys. Refer-
ence samples have been supplied to NERI by Capricorn.

Capricorn will share environmental data with other scientific programs in Greenland where this
does not compromise confidentiality or commercial advantage.

Giving Back

Relationships and responsibility are at the centre of Capricorn’s culture. And, this includes giv-
ing something back to the communities in which it works. Capricorn therefore proposes to set up
a community development fund that aims to develop young people’s potential and positive atti-
tude through sport.

This fund would be largely focused on supporting not-for-profit organisations operating in
Greenland and which reflect Capricorn’s values of teamwork, fostering individual potential and
encouraging entrepreneurial spirit. Selected organisations would be expected to demonstrate
transparency, sustainability and measurable indicators of what the funding will achieve.



Integration in and involvement of local community, including cuitural wellness initiatives.

Capricorn will continue to fund environmental research as requested by the BMP against the
commitment made in the license agreement.

Capricorn proposes to look to set up a community development fund that aims to develop young
people's potential and positive attitude through sport and to support cultural activities.

This fund will be administered by Capricorn and will seek proposals that demonstrate transpar-
ent and sustainable programs and that provide measurable indicators of what the funding will
achieve. Capricorn will define the arrangements for setting aside the monies of the fund.

Projects for funding will be considered by a board including Capricorn, BMP, the Municipalities
and others to be decided. Terms of Reference for the purpose. scope of activities, composition
and operation of the board will be formulated.

The value available under this fund will be US$75,000 (~DKK 380,000).
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APPENDIX 3

Monitoring and Evaluation Plan

To monitor the implementation of the Impact Benefit Plan Capricorn will set up a formal project
grievance process. Capricorn has set up an email Greenland@cairneneray.com to receive con-
cems and co ments regarding its activities in Greenland. Concerns and comments can also be
received through its representative office in Nuuk. This will be further enhanced during the op-
erational phase by the appointment of a project representative in Aasiaat. Procedures will be
estab ished to og all concems received, and address them within 30 days.

n addition, Cap ‘comn will measure a number of performance indicators as indicated below.

hese will be monitored and evaluated and reported as follows:

Capricom will provide, to the BMP, an initial performance report against the IBA within
1 month of the end of the 2011 exploration drilling programme.

Capricomn will provide, to the BMP, an updated performance report against the IBA by
the 1% March 2012 in accordance with clause 16.2 of this agreement.

Capricorn and the BMP, the municipalities, NUSUKA, GA and SIK meet to evaluate
the performance report and address any lessons learned during the implementation of
the agreement. This includes an evaluation of the experiences with Greenlandic con-
tractors and suppliers (both positive and negative aspects) and with Greenlandic la-
bour force (both positive and negative aspects).

In addition:

Capricorn provides, to the BMP, monthly Health, Safety, Security, Environmental and

Social performance data throughout the period of drilling programme.

Cairn Energy PLC provides a publicly available annual Corporate Responsibility Re-

port for all its operations including Greenland at
p_ www.cairnenergy.com/corporate-responsibility/reports/ .

2011 IBA Performance Indicators

Performance Indicator

I Evaluation Criteria

Employment Practices

Number of Greenlandic workers employed by
Capricom or its contractors during the 2011
exploration drilling programme.

7.7 % Greenlandic workforce was achieved by
the 2010 exploration drilling project

Number of trainees involved in the 2011 explo-
ration drilling programme through Capricorn or
its contractors.

4 helicopter pilots were involved as trainees by
the 2010 exploration drilling project helicopter
contractor Cougar of Canada.

Human Res s Develop

Total value of education investment.

in 2010, a US$250,000 fund was invested in
English language training.

Number of beneficiaries of the education fund-
ing

In 2010 the Language school in Sisimiut and
70 students benefited from the funding.

Objectives will be set for each funding invest-

Investment achievements will be evaluated




