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Kenya Rolls Up its Sleeves

M'Mukindia speaks out about
NOCK's plans for Kenya

With its East African neighbor Tanzania boasting proven gas plays and Uganda
recently proving up a working petroleum system, Kenya waits with much anticipation
to see if it will join the ranks of the hydrocarbon blessed. Mary Kimotho M’Mukindia,
Managing Director of the National Oil Corporation of Kenya (NOCK), shares with
Petroleum Africa the framework that the company and the government have put in

place to promote the Kenyan petroleum industry, in expectation of emerging as a

full-fledged oil producer very soon.

PA: Last year Global Pacific &
Partner’s honored you with a
“Big Five” award for your
Contribution to African
Petroleum & Excellence during
its 12" Annual Africa Upstream
conference; congratulations! |
imagine it must be gratifying to
be acknowledged by your peers
for al of your hard work in s
getting Kenya's petroleum  mary Kimotho M’Mukindia

activity off the ground.

MK M: Itisencouraging and a great boost not only for me
but also for my entire team as I’ ve really begun to realize
that our efforts to market and explain Kenyan acreage to
investorsis beginning to bear fruit.
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PA: It has been nearly two years since our last interview
and since then interest in Kenya's petroleum potential has
gained much momentum; granted much of thisis due to
your hard work. Are there other factors you attribute the
high level of interest to?

MKM: Ohyes! Infact | put it lessto our hard work, hard
though it has been, and more to the world's thirst for oil and
the high crude prices that have been sustained for the past
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two years leading to renewed interest in areas that were
considered marginal and/or high risk just a short time ago.

PA: Can you tell me what changes have been happening at
NOCK; any new developments?

MK M: We have lots of new things, we' ve moved to new
offices and have welcomed on board new, highly-skilled
young staff from the business sector, who now account for
40% of our workforce.

We developed and launched in December 2005, our three-
year (2005-2008) strategic plan and we are on track with
the initial first year phase, which has already been
implemented. Incidentally, because of our strategic plan and
the focus it brought, we were able to make a bid for BP
marketing assets in Kenya, and though we lost despite our
bid being among the more competitive ones, the lessons we
learnt from this process were valuable and encouraging to
our team.

We are aiming to be 1SO 9001 compliant by 2008 and we
are excited as we initiate the process now.

In terms of data management, the first phase of
digitalization of the data has been completed. Seismic data



for Blocks L10 and L11 is now available in digital formats
to investorsinterested in the indicated blocks, and well-log
reports can now be accessed in PDF formats. Feasibility
studies to establish data standards and formats, storage
media, data management systems, and hardware are being
carried out and will be completed by December 2006.

An online data center implementation is envisaged to start
by December 2006. Thiswill provide an online centralized
data management to the global market and attract oil and
gas exploration investors.

| am not sure if you’' ve had an opportunity to visit our web-
site, but that’s something else that’s new since our last
meeting. The results of the digitization project of our E& P
data, now at 56%, are also available on the web.

PA: | understand that NOCK has put priority on strong
corporate governance; can you elaborate on your effortsin
thisregard?

MHKM: Yes, thisis absolutely essential if our improvement
efforts are to be sustained. Our legal division has been
absolutely superb in reaching out within the corporate world,
particularly in the industry, for best practices, and we have
succeeded in adopting strong policies in this area. We now
have amyriad of policies ranging from sexua harassment,
HIV Aids, conflict of interest, ethics, to whistle blowers
policy, etc.

However, what isimportant is not just having these policies
but doing them as an “everyday way” of thinking and in
this, constant training, mentoring, and coaching and reporting
has been of essence. It is very important to me that we
display in everything we do, a“NOCK Culture’ that shines
likealight. I sincerely trust that my management and | are
leading by examplein thisregard.

PA: Many exploration contracts have been signed over the
past six months or so; can you give me an update on the
license signingsin Kenya?

MK M: The government recently signed contracts with
CNOOC for six blocks and we are looking forward to an
active onshore exploration program after many years. A
number of permits have a so been granted by the government
to conduct non-exclusive seismic studies offshore Kenya
and two surveys have aready taken place in January and
April of 2006.

PA: If the Lundin contract came to fruition, did the company
pay asigning bonus? Have any other signing bonuses been
paid?

MK M: Negotiation terms are and continue to be a privy
matter between the contractor and/or applicant, and the
government, so unfortunately | am unable to comment on
this. However | would confirm that Lundin are an aggressive
company and we continue to be deeply encouraged by the
enthusiasm they have shown in the Anza Basin, which as
you are aware is part of the Central Rift System.

PA: What do you feel is the most prospective acreage on
the licenses signed?

MKM: Itisdifficult to say as our acreage is vastly under-
explored and that’swhy we offer such large blocks averaging
16,000 sg-km because of the lack of geo-scientific data to
define prospects.

Frankly, when one sees the
number of competitive
applications we have had in the
Anza Basin one is encouraged ar
to believe theresults of the Benue
in Nigeria, Doba in Chad, and 5\  FY
the Muglad Basin, which our
basin is a part of, will be [
replicated in Kenya. Then again, i

the Lamu embankment which s

has the most exploration wells

(16) has had gas or ail, or both, shows in all except one
well. The tertiary Rift Basin, a much younger basin is now
exciting to us because of the encouraging newsfrom Uganda's
Grabertine Basin.

My personal favorite is probably the Mandera Basin, next
to the Ethiopia/Somalia border, it is so under-explored and
hence has such little data, yet we have recorded oil seeps,
so its got to be interesting! | know the more seasoned
exploration guys, such asthetwo Bills, Bill St John and Bill
Brumbaugh, think so!

PA: What are the development plans on the various blocks?
MK M: The licensed blocks, which are 11 out of 21, have
an active program and that includes seismic re-processing,
shooting new seismic, as well as drilling of wells that
is going to keep us busy for the next, say at least,
seven years.

PA: In January 2006 you said that two new blocks were
being created, has that been done? If so, what are the new
blocks called and where are they located?

MK M: No, this has not yet happened, we decided to first
conduct seismic surveys and review the entire acreage,
probably demarcating the shoreline shallower acreage off
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Lamu Island, Kenya

from the deeper acreage so the exercise, which isnow larger,
will take longer than previously envisaged.

PA: What acreage remains unlicensed? Has the 2-D seismic
acquisition on Block 12 been completed?

MK M: Our open blocks are Blocks 2, 3, 11, 12A, 12B,
L-1, L-10, L-11, and L-12. Do you mean L-12 or Blocks
12A and 12B? Block L-12 has had an applicant, but seismic
acquisition has not yet taken place, which is disappointing
asthe awarded contractors have not yet mobilized. Onshore
Blocks 12A and 12B have interestingly, for the first time
recently, had an applicant and we arein the process of review.

PA: Has seismic been completed over the relinquished areas
or isit ongoing?

MKM: Yes, the Geo Mariner acquired seismic data along
the coastal shallow waters last year and thisyear, and it is
now in the process of acquiring coring samples in the
deepwater seabed.

PA: Is Kenyain talks with oil companies on any of these
specific blocks?

MK M: The government is currently in talks with a number
of companies over anumber of blocks and we continue to
play our role as secretary to the Inter-Ministerial Petroleum
Advisory Committee (IPAC) that advises the Minister for
Energy who has the authority to license blocks.

PA: With the recent success Hardman has experienced in
neighboring Uganda, how do you think thisbodesfor Kenya?
Areany of the Ugandan finds on trend with Kenyan basins?
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MK M: This bodes very well for Kenya and we are excited
for our Ugandan brothers and sisters as their find will be
good for the region, the East African Community, and
indeed for Kenya as Uganda’s natural link to a coastal
harbor. Additionally, the Ugandan Grabertine Basin is arift
basin like the Kenyan Tertiary Basin and the find further
accentuates the theory that there is petroleum potential
in Kenya.

PA: A rig has been contracted for Woodside's long awaited
drilling program, what is the latest word on when the first
well will spud?

MK M : We expect that the drilling program will commence
in the last quarter of this year.

PA: Isthe plan still to drill only one well? If so, taking into
consideration the tight rig market, why not drill a couple of
wellswhiletherig is under contract?

MKM: The planisto drill two wellsin two blocks.

PA: What is NOCK doing on the downstream front? Are
there any new strategiesin place?

MK M: We want to expand our downstream and have put
in place strategies to accelerate this expansion, both
organically and through acquisition (as we attempted with
the BP bid) as well as through joint-ventures.

PA: You must be quite excited that Nairobi has been
selected to host UNCTAD’s 11" Africa Oil, Gas, Trade, and
Finance Conference next May. This is a major event
for Kenya.



Maasai Mara, Kenya

MKM: Yes, thisis exciting for Kenya and particularly for
Nairobi, which has been known for decades as the Green
City in the Sun. Preparations are well in hand as we started
the planning immediately after Algiers, the venue for the
10" conference. An UNCTAD team visited us in May and
was impressed with the proposed venue, the proposed
conference hotels, and the logistical support available in
Nairobi. We also want conference delegates to be able to
sample some of the outstanding sights of Kenya, which will
promote tourism as well as exploration activities in the
country.

The Nairobi 11" UNCTAD conference will be the place to
be, with much to enjoy before and after the event including
asafari down to the Maasal Mara, trips to the white sandy
beaches of Mombasa, and visitsto our famous Lamu or Pate
Islands which are UNESCO declared heritage areas, or even
perhaps the world famous disco beach town of Malindi.
There's even the option of taking a short 1.5 hr trip to see
theworld’s largest sanctuary of flamingoesin Lake Nakuru,
which is ascenic route through the Great Rift Valley.

PA: Can you tell me what role NOCK will play in preparing
for the conference?

MK M:NOCK ismanning the Secretariat, acting as secretary
to the organizing committee, and assisting in the review of
the conference’s agenda and program. We also act as the
overal coordinating body for the conference, working with
the other specialists such as the protocol, security, publicity,
registration, and venue committees.

PA: Thank you for your time Mary. See you next year in
Nairobi, if not before.@



