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A World Class Operator in West African Oil Production
VAALCO Energy, Inc. is a Houston-based independent energy ¢

engaged in the acquisition, development and production of cru
strategy is to increase reserves and production through the dev
exploitation of international oil and natural gas properties. The C
and acreage are located primarily offshore Gabon and Equatorial

Our vision is to create sustained growth in shareholder value by
reserves and production performance in our offshore Gabon Eta
then growing by leveraging our operational and technical experti
West Africa.

VAALCO Energy was founded in 1985 and its common stock tra
New York Stock Exchange under the symbol “EGY.”

We are Committed to Driving Stockholder Value

] Increasing operational
| efficiency and
I minimizing costs




“2018 was a transformational year for VAALCO. We
secured the extension of our Production Sharing Contract
at our Etame Marin field offshore Gabon which establishes
a long-term time horizon for continued production and
reserve growth for up to 20 more years. We paid off all our
debt and generated significant free cash flow. We have
further strengthened our firm foundation and are now
positioned to create significant shareholder value for many
years to come.” — Cary Bounds, CEO

Etame Marin Permit Area Offshore Gabon

Twelve Producing Wells

> Ebouri Platform > FPSO Petroleo Nautipa Processing (leased)
> Etame Platform e Processing Capacity: 30,000 bfpd

> SEENT Platform ¢ Single train, two stage separation

> Avouma Platform ¢ Gas compressor for subsea gas lift

* Storage capacity: 1,000,000 bbls
¢ Fuel gas deck boiler for heat and power

¢ 3 point mooring system (anchors)

Equatorial Guinea

Discovered resource with future
development opportunities

Ten million barrels of net proved and
probable reserves at year-end 2018
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To Our Fellow Shareholders

Over the past several years, we have taken the steps necessary to transform VAALCO into a focused

and financially strong company. | am particularly proud of all of the accomplishments that our talented

team helped us to achieve in 2018. We operated efficiently, restored production through a successful

workover program, paid off all of our remaining debt, significantly grew our reserves and meaningfully

added to our cash position. Most importantly, we secured the extension of our Production Sharing

Contract (PSC) at our Etame Marin field offshore Gabon, which establishes a long-term time horizon

for continued production and reserve growth for up to 20 more years. With the PSC extension in

place, a clean balance sheet and strong financial and operational results, VAALCO is now positioned

to create significant shareholder value for many years to come.

Cary Bounds
Chief Executive
Officer

In full year 2018, we reported $98.7 million of income from continuing
operations, or $1.63 per diluted share, up significantly from $10.3 million

or $0.17 per diluted share in 2017. We generated net cash provided by
continuing operating activities of $38.2 million in 2018, compared with $13.4
million in 2017. We ended 2018 with no debt and a very strong cash position.

Although we did not drill any wells in 2018, our reserves increased significantly,
primarily as a result of our extension of the Etame PSC in Gabon and improved
reservoir performance. Proved reserves increased by 76% year-over-year to 5.4
million barrels of oil with the present value of our proved reserves discounted
at 10% (PV-10) increasing almost four-fold to $80.1 million. We replaced 270%
of 2018 production by adding a total of 3.7 million barrels of proved reserves
including 2.2 million barrels of proved reserve additions as a result of extending
the Etame PSC license in Gabon. We also added 1.1 million barrels of proved
reserves as a result of improved reservoir performance at Etame and another
400 thousand barrels of proved reserves due to higher oil pricing. Our proved
and probable (2P) reserves increased 144% over 2017 to 9.7 million barrels of
oil with our 2P PV-10 increasing by almost $100 million to $131.9 million at
year-end 2018. As we look toward 2019, our planned development wells are
expected to immediately increase production, convert proved undeveloped
reserves to proved developed and potentially add more proved reserves. The
appraisal wellbores will help further define opportunities to potentially add
significant reserves and production in future drilling campaigns beyond 2019.

As we continue to deliver operationally, we remain confident in the
opportunities on our Etame asset. We are currently forecasting that any capital
expenditures made during 2019 will be funded by cash on hand and cash flow
from operations. For our drilling program in 2019, we plan to drill up to three
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development wells and two appraisal wellbores, with
drilling expected to begin on these wells in the second
half of 2019 and running into the first half of 2020.
These development drilling locations are easily drilled
from our existing platforms with a jack up rig and

the wells can be placed on production quickly with
minimal increase in operating and overhead costs.
The appraisal wellbores we are drilling are to assess
the Dentale potential in Etame and evaluate a step
out area in South East Etame. If the appraisal
wellbores prove up resources in these areas, there

is the potential to access two to five additional

well locations in a future drilling campaign. | am
optimistic that we will create substantial value for
our shareholders by executing on our drilling program
at Etame, and we believe we can repeat similar
drilling programs multiple times adding reserves and
production for many more years to come.

Our goal is to achieve transformational growth both
organically and through potential acquisitions or
mergers as we believe we have a clearly differentiated
African expertise and plan to maintain our geographic
focus in Africa. Our foundation is solid with a
producing asset in Gabon generating significant cash
and a 20-year runway to add production and increase
reserves. We have a clean balance sheet with no

debt and ample working capital, a high performing

operations and finance team, capacity for growth and
a strong track record of operating responsibly.

The pillars to achieve success are rooted in stakeholder
engagement, operational excellence, and maintaining
strong financial flexibility to achieve transformational
growth. We will maintain our high health, safety,
environmental and ethical standards and stress
operational excellence at all levels. We are focused
on being a premier African operator with a diversified
portfolio and are targeting five times growth over the
next six years. Our goal has been and will continue to
be profitable and accretive growth that creates value
for our shareholders.

In closing, | want to thank all of our employees for
their hard work and dedication, our Board for their
leadership and guidance, and you, our shareholders,
for your continued support. We are very excited about
the opportunities that lie ahead for VAALCO beyond
2019 and into the future.

Cary Bounds
Chief Executive Officer
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Financial Highlights

Year Ended December 31, 2018 2017 2016
Income Statement (in thousands)
Total Revenues $ 104,943 $ 77,025 $ 59,784
Operating Income (Loss) $ 51,287 $ 19,951 $ (4,391)
Income (Loss) From Continuing Operations $ 98,728 $ 10,272 $ (18,267)
Cash-Flow Statement (in thousands)
Continuing Operating Activities $ 38,228 $ 13,380 $  (12,365)
Capex (oil and natural gas properties) $ 14,127 $ 1,813 $ 8,705
Balance Sheet (in thousands)
Total Assets $ 166,312 $ 79,633 $ 81,032
Total Debt — $ 8,975 $ 14,440
Operating Data
Net Sales:
QOil (MMBDbIs) 1.44 142 149
Natural Gas (Bcf) 0.0 0.0 0.1
Total Qil Equivalent (MMBoe) 1.44 1.42 1.51
Average Daily Sales (MBoe/d) 3.94 3.89 4.12
Averaged Realized Sales Price:
Qil ($/Bbl) $ 70.32 $ 52.58 $ 40.13
Natural Gas ($/Mcf) $ — $ — $ 1.95
Oil Equivalent ($/Boe) $ 70.32 $ 52.58 $ 39.62
Net Production:
Average Daily Production (MBoe/d) 3.80 3.50 4.20
Estimated Net Proved Reserves
Oil (MMBbls) 5.37 3.05 2.64
Total Proved Developed (MMBbls) 3.39 3.05 2.64
Proved Undeveloped (MMBBbIs) 1.98 0.00 0.00
Proved Developed Reserves as a % of Proved Reserves 63.1% 100.0% 100.0%
Revenues $125 — Cash Provided $60 —
(in millions) $104.9 by (Used in)
100 - y (Use - $38.2
$77.0 Operating
75 — o ege
$59.8 ACl‘!YItIGS _ $13.4
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4.2 4.2 o
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Glossary of Terms
Terms used to describe quantities of oil and natural gas

. Bbl — One stock tank barrel, or 42 United States (“U.S.”) gallons liquid volume, of crude oil or other liquid
hydrocarbons.

. BOE — One barrel of oil equivalent, converting natural gas to oil at the ratio of 6 Mcf of natural gas to 1 Bbl of oil. The
ratio of six Mcf of natural gas to one Bbl of oil or natural gas liquids is commonly used in the oil and natural gas business
and represents the approximate energy equivalency of natural gas to oil or liquids, and does not represent the sales price
equivalency of natural gas to oil or liquids.

. BOPD — One barrel of oil per day.

o MBbl — One thousand Bbls.

. MBOE— One thousand barrels of oil equivalent.
. MBOPD — One thousand barrels of oil per day.

. Mcf — One thousand cubic feet of natural gas.
. MMbtu — One million British thermal units, a measure commonly used for natural gas pricing.
. MMcf — One million cubic feet of natural gas.

. MMBbIl — One million Bbls.
Terms used to describe legal ownership of oil and natural gas properties, and other terms applicable to our operations

o Carried interest — Working interest (as described below) where the carried interest owner’s share of costs are paid by the
non-carried working interest owners. The carried costs are repaid to the non-carried working interest owners from the
revenues of the carried working interest owner.

. Gabon — Republic of Gabon.

. Consortium —A consortium of four companies granted rights and obligations in the Etame Marin block offshore Gabon
under a Production Sharing Contract with Gabon.

. PSC — A production sharing contract; Etame PSC is the Etame Production Sharing Contract, as amended, and as it may
be further amended, that we have entered into with Gabon, related to the Etame Marin block located offshore Gabon.

o FPSO — A floating, production, storage and offloading vessel.

. Participating interest — Working interest (as defined below) attributable to a non-carried interest owner adjusted to
include its relative share of the benefits and obligations attributable to carried working interest owners.

. Royalty interest — A real property interest entitling the owner to receive a specified portion of the gross proceeds of the
sale of oil and natural gas production or, if the conveyance creating the interest provides, a specific portion of oil and
natural gas produced, without any deduction for the costs to explore for, develop or produce the oil and natural gas.

. Working interest — A real property interest entitling the owner to receive a specified percentage of the proceeds of the
sale of oil and natural gas production or a percentage of the production, but requiring the owner of the working interest to
bear the cost to explore for, develop and produce such oil and natural gas. A working interest owner who owns a portion
of the working interest may participate either as operator or by voting his percentage interest to approve or disapprove the
appointment of an operator and drilling and other major activities in connection with the development and operation of a
property.

Terms used to describe interests in wells and acreage

. Gross oil and natural gas wells or acres — Gross wells or gross acres represent the total number of wells or acres in
which a working interest is owned, before consideration of the ownership percentage.

. Net oil and natural gas wells or acres — Determined by multiplying “gross” wells or acres by the owned working
interest.

Terms used to classify reserve quantities

. Proved developed oil and natural gas reserves — Developed oil and natural gas reserves are reserves of any category that
can be expected to be recovered:

(i) Through existing wells with existing equipment and operating methods or in which the cost of the required equipment
is relatively minor compared to the cost of a new well; and



(ii) Through installed extraction equipment and infrastructure operational at the time of the reserves estimate if the
extraction is by means not involving a well.

Proved oil and natural gas reserves — Proved oil and natural gas reserves are those quantities of oil and natural gas,
which, by analysis of geoscience and engineering data, can be estimated with reasonable certainty to be economically
producible (from a given date forward, from known reservoirs, and under existing economic conditions, operating
methods, and government regulations) prior to the time at which contracts providing the right to operate expire, unless
evidence indicates that renewal is reasonably certain, regardless of whether deterministic or probabilistic methods are used
for the estimation. The project to extract the hydrocarbons must have commenced or the operator must be reasonably
certain that it will commence the project within a reasonable time.

(i) The area of the reservoir considered as proved includes:
(A) The area identified by drilling and limited by fluid contacts, if any, and

(B) Adjacent undrilled portions of the reservoir that can, with reasonable certainty, be judged to be continuous with
it and to contain economically producible oil or natural gas on the basis of available geoscience and engineering
data.

(i1)) In the absence of data on fluid contacts, proved quantities in a reservoir are limited by the lowest known
hydrocarbons (LKH) as seen in a well penetration unless geoscience, engineering, or performance data and reliable
technology establishes a lower contact with reasonable certainty.

(iii) Where direct observation from well penetrations has defined a highest known oil (HKO) elevation and the potential
exists for an associated natural gas cap, proved oil reserves may be assigned in the structurally higher portions of the
reservoir only if geoscience, engineering, or performance data and reliable technology establish the higher contact with
reasonable certainty.

(iv) Reserves which can be produced economically through application of improved recovery techniques (including, but
not limited to, fluid injection) are included in the proved classification when:

(A) Successful testing by a pilot project in an area of the reservoir with properties no more favorable than in the
reservoir as a whole, the operation of an installed program in the reservoir or an analogous reservoir, or other
evidence using reliable technology establishes the reasonable certainty of the engineering analysis on which the
project or program was based; and

(B) The project has been approved for development by all necessary parties and entities, including governmental
entities.

(v) Existing economic conditions include prices and costs at which economic producibility from a reservoir is to be
determined. The price shall be the average price during the 12-month period prior to the ending date of the period covered
by the report, determined as an unweighted arithmetic average of the first-day-of-the-month price for each month within
such period, unless prices are defined by contractual arrangements, excluding escalations based upon future conditions.

Reserves — Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be
economically producible, as of a given date, by application of development projects to known accumulations. In addition,
there must exist, or there must be a reasonable expectation that there will exist, the legal right to produce or a revenue
interest in the production, installed means of delivering oil and natural gas or related substances to market, and all permits
and financing required to implement the project.

Proved undeveloped oil and natural gas reserves — Proved undeveloped oil and natural gas reserves are reserves that are
expected to be recovered from new wells on undrilled acreage, or from existing wells where a relatively major
expenditure is required for recompletion.

(1) Reserves on undrilled acreage shall be limited to those directly offsetting development spacing areas that are
reasonably certain of production when drilled, unless evidence using reliable technology exists that establishes reasonable
certainty of economic producibility at greater distances.

(i) Undrilled locations can be classified as having proved undeveloped reserves only if a development plan has been
adopted indicating that they are scheduled to be drilled within five years, unless the specific circumstances, justify a
longer time.

(iii)) Under no circumstances shall estimates for proved undeveloped reserves be attributable to any acreage for which an
application of fluid injection or other improved recovery technique is contemplated, unless such techniques have been
proved effective by actual projects in the same reservoir or an analogous reservoir, or by other evidence using reliable
technology establishing reasonable certainty.

Unproved properties — Properties with no proved reserves.



Terms used to assign a present value to reserves

. Standardized measure — The standardized measure of discounted future net cash flows (“standardized measure”) is the
present value, discounted at an annual rate of 10%, of estimated future net revenues to be generated from the production
of proved reserves, determined in accordance with the rules and regulations of the Securities and Exchange Commission
(“SEC”), using the 12-month unweighted average of first-day-of-the-month Brent prices adjusted for historical marketing
differentials, (the “12-month average”), without giving effect to non—property related expenses such as certain general and
administrative expenses, debt service, derivatives or to depreciation, depletion and amortization.

Terms used to describe seismic operations

. Seismic data — Oil and natural gas companies use seismic data as their principal source of information to locate oil and
natural gas deposits, both to aid in exploration for new deposits and to manage or enhance production from known
reservoirs. To gather seismic data, an energy source is used to send sound waves into the subsurface strata. These waves
are reflected back to the surface by underground formations, where they are detected by geophones which digitize and
record the reflected waves. Computers are then used to process the raw data to develop an image of underground
formations.

. 2-D seismic data. — 2-D seismic survey data has been the standard acquisition technique used to image geologic
formations over a broad area. 2-D seismic data is collected by a single line of energy sources which reflect seismic waves
to a single line of geophones. When processed, 2-D seismic data produces an image of a single vertical plane of sub-
surface data.

. 3-D seismic data — 3-D seismic data is collected using a grid of energy sources, which are generally spread over several
miles. A 3-D survey produces a three dimensional image of the subsurface geology by collecting seismic data along
parallel lines and creating a cube of information that can be divided into various planes, thus improving visualization.
Consequently, 3-D seismic data is a more reliable indicator of potential oil and natural gas reservoirs in the area evaluated.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (this “Annual Report”) includes “forward-looking statements” within the meaning of Section 27A
of the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as
amended, (the “Exchange Act”) which are intended to be covered by the safe harbors created by those laws. We have based these
forward-looking statements on our current expectations and projections about future events. These forward-looking statements include
information about possible or assumed future results of our operations. All statements, other than statements of historical facts,
included in this Annual Report that address activities, events or developments that we expect or anticipate may occur in the future,
including without limitation, statements regarding our financial position, operating performance and results, reserve quantities and net
present values, market prices, business strategy, derivative activities, the amount and nature of capital expenditures and plans and
objectives of management for future operations are forward-looking statements. When we use words such as “anticipate,” “believe,”
“estimate,” “expect,” “intend,” “forecast,” “outlook,” “aim,” “target,” “will,” “could,” “should,” “may,” “likely,” “plan,” “probably,”
the negative of such terms or similar expressions, we are making forward-looking statements. Many risks and uncertainties that could
affect our future results and could cause results to differ materially from those expressed in our forward-looking statements include,
but are not limited to:
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o volatility of, and declines and weaknesses in oil and natural gas prices;

. the discovery, acquisition, development and replacement of oil and natural gas reserves;

. future capital requirements;

. our ability to maintain sufficient liquidity in order to fully implement our business plan;

. our ability to generate cash flows that, along with our cash on hand, will be sufficient to support our operations and cash
requirements;

. our ability to attract capital;

. our ability to resolve satisfactorily matters related to our exit from Angola, including our obligations to pay the amount, as
it is ultimately determined, of our liabilities to Sonangol E.P. with respect to our production sharing contract;

. our ability to pay the expenditures required in order to develop certain of our properties offshore Equatorial Guinea;

. operating hazards inherent in the exploration for and production of oil and natural gas;

. difficulties encountered during the exploration for and production of oil and natural gas;

. the impact of competition;

. weather conditions;

. the uncertainty of estimates of oil and natural gas reserves;

o currency exchange rates and regulations;

. unanticipated issues and liabilities arising from non-compliance with environmental regulations;



. the ultimate resolution of our abandonment funding obligations with the government of Gabon and the audit of our
operations in Gabon currently being conducted by the government of Gabon;

. the availability and cost of seismic, drilling and other equipment;

. difficulties encountered in measuring, transporting and delivering oil to commercial markets;

. timing and amount of future production of oil and natural gas;

. hedging decisions, including whether or not to enter into derivative financial instruments;

. our ability to effectively integrate assets and properties that we acquire into our operations;

. general economic conditions, including any future economic downturn, disruption in financial markets and the availability
of credit;

. our ability to enter into new customer contracts;

. changes in customer demand and producers’ supply;

. actions by the governments of and events occurring in the countries in which we operate;

. actions by our joint venture owners;

. compliance with, or the effect of changes in, governmental regulations regarding our exploration, production, and well
completion operations including those related to climate change;

. the outcome of any governmental audit; and

. actions of operators of our oil and natural gas properties.

The information contained in this Annual Report, including the information set forth under the heading “Item 1 A. Risk Factors,”
identifies additional factors that could cause our results or performance to differ materially from those we express in forward-looking
statements. Although we believe that the assumptions underlying our forward-looking statements are reasonable, any of these
assumptions and therefore also the forward-looking statements based on these assumptions, could themselves prove to be inaccurate.
In light of the significant uncertainties inherent in the forward-looking statements which are included in this Annual Report, our
inclusion of this information is not a representation by us or any other person that our objectives and plans will be achieved. When you
consider our forward-looking statements, you should keep in mind these risk factors and the other cautionary statements in this Annual
Report.

Our forward-looking statements speak only as of the date made, and reflect our best judgment about future events and trends based on
the information currently available to us. Our results of operations can be affected by inaccurate assumptions we make or by risks and
uncertainties known or unknown to us. Therefore, we cannot guarantee the accuracy of the forward-looking statements. Actual events
and results of operations may vary materially from our current expectations and assumptions. Our forward-looking statements, express
or implied, are expressly qualified in their entirety by this “Special Note Regarding Forward-Looking Statements,” which constitute
cautionary statements. These cautionary statements should also be considered in connection with any subsequent written or oral
forward-looking statements that we or persons acting on our behalf may issue.

Except as otherwise required by applicable law, we disclaim any duty to update any forward-looking statements, all of which are
expressly qualified by the statements in this section, to reflect events or circumstances occurring after the date of this Annual Report.

EXPLANATORY NOTE-RESTATEMENT OF FINANCIAL INFORMATION

This Annual Report on Form 10-K for the year ended December 31, 2018 includes a restated balance sheet as of September 30, 2018.
See Item 8, “Financial Statements and Supplementary Data” and Item 9A, “Controls and Procedures,” in Part II of this Annual Report
on Form 10-K, including Notes 2 and 16 of the notes to the Consolidated Financial Statements, for more information concerning this
restatement. We do not plan to amend our previously filed Form 10-Q for the quarter ended September 30, 2018 in connection with
this restatement. The financial information that has been previously filed or otherwise reported for this period is superseded by the
information included in this Annual Report on Form 10-K.

PART 1
Item 1. Business

BACKGROUND

VAALCO Energy, Inc. is a Delaware corporation, incorporated in 1985 and headquartered at 9800 Richmond Avenue, Suite 700,
Houston, Texas 77042. Our telephone number is (713) 623-0801 and our website address is www.vaalco.com. As used in this Annual
Report, the terms, “we,” “us,” “our,” the “Company” and “VAALCO” refer to VAALCO Energy, Inc. and its consolidated
subsidiaries, unless the context otherwise requires.

We are a Houston, Texas-based independent energy company engaged in the acquisition, exploration, development and production of
crude oil. Our primary source of revenue has been from the Etame PSC related to the Etame Marin block located offshore Gabon in
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West Africa. We also currently own interests in an undeveloped block offshore Equatorial Guinea, West Africa. Our consolidated
subsidiaries are VAALCO Gabon (Etame), Inc., VAALCO Production (Gabon), Inc., VAALCO Gabon S.A., VAALCO Angola
(Kwanza), Inc., VAALCO UK (North Sea), Ltd., VAALCO International, Inc., VAALCO Energy (EG), Inc., VAALCO Energy
Mauritius (EG), Limited and VAALCO Energy (USA), Inc.

STRATEGY

We own producing properties and conduct operating activities offshore West Africa with a focus on maximizing the value of our
Gabon resources and expanding into new development opportunities across Africa. Our financial results are heavily dependent upon
the margins between prices received for our offshore Gabon oil production and the costs to find and produce such oil. In light of the
volatility of oil prices over the past several years, we have focused on maximizing our margins by reducing costs, paying off debt,
divesting non-core assets, minimizing capital expenditures and maintaining our existing production at optimal levels. On September
25,2018, the term of the Etame PSC with Gabon related to the Etame Marin block located offshore Gabon was extended through 2028
with options to extend up to an additional ten years (“PSC Extension”). The PSC Extension provides us with the extended time
horizon necessary to pursue developing the resources we have identified at Etame. As a result of these efforts, our financial position
has improved, and we believe that we have working capital sufficient to sustain current operations and fund development projects on
our Etame license in Gabon. In combination with improved oil pricing and positive production performance, the PSC Extension
enabled us to increase proved reserves during 2018 by 76% to 5.4 MMBDbls at December 31, 2018 which include reserves for wells we
are drilling in 2019. We are seeking to further increase production and reserves by pursuing accretive growth opportunities where we
can leverage our proven technical and operational capabilities in areas where we have established favorable relationships with host
governments and local joint venture owners.

Our strategy is to create long-term value for all stakeholders by focusing on profitable growth from low-risk reserve
development while maintaining financial discipline. Specifically, we seek to:

. Focus on maintaining production and lowering costs to increase margins and preserve optionality to capitalize on an
increase in prices;

. Manage capital expenditures related to our Etame 2019 drilling program so that expenditures can be funded by cash on
hand and cash from operations;

o Continue our focus on operating safely and complying with internationally accepted environmental operating standards;

. Optimize production through careful management of wells and infrastructure, including minimizing downtime;

. Maximize our cash flow and income generation;

. Continue planning for additional development in Etame as well as future exploration and development in Equatorial
Guinea;

. Preserve a strong balance sheet by maintaining conservative leverage ratios and exhibiting financial discipline;

o Opportunistically hedge against exposures to changes in oil prices; and

. Actively pursue strategic, value-accretive mergers and acquisitions of similar properties to diversify our portfolio of

producing assets.
We believe that we have strong management and technical expertise specific to West Africa, and that our strengths include:

o Our reputation as a safe and efficient operator in Africa;

. Our history of establishing favorable operating relationships with host governments and local joint venture owners;
. Our subsurface knowledge of key plays and risks in the broader regional framework of discoveries and fields;

. Our operational capacity to take on new development projects;

. Our familiarity with local practices and infrastructure; and

. Our market intelligence to provide early insight into available opportunities.

SEGMENT AND GEOGRAPHIC INFORMATION

For operating segment and geographic financial information, see Note 5 to the Financial Statements. Our only reportable operating
segments are Gabon and Equatorial Guinea.

Gabon Segment
Offshore — Etame Marin Block

Our most significant asset, which accounts for approximately 100% of our current revenues, is the Etame PSC related to the Etame
Marin block located offshore Gabon. The Etame Marin block covers an area of approximately 46,200 gross acres located 20 miles
offshore in water depths of approximately 250 feet. The Etame, Avouma/South Tchibala, Ebouri, Southeast Etame and North Tchibala
fields are included in the block. Our working interest in the Etame Marin block is 31.1%, and we are designated as the operator on
behalf of a consortium of four companies (which we refer to as the “Consortium”). The fields are subject to a 7.5% back-in carried
interest by the government of Gabon, which they have assigned to a third party. Our working interest decreases to 30.3% in June
2026 when the back-in carried interest increases to 10%.



Fields in the Etame Marin block. There are currently five producing fields in the Etame Marin block: the Etame field which currently
has five producing wells; the Avouma/South Tchibala field which currently has three producing wells; the Ebouri field which
currently has one producing well; the Southeast Etame field which currently has one producing well and the North Tchibala field
which has two wells producing from the Dentale formation.

Development. Following the installation of the platform for the Etame field and the platform for the Southeast Etame/North Tchibala
fields in 2014, we commenced a multi-well drilling campaign which brought on five new wells in 2015. In February 2016, due to the
continuing low commodity prices, we released the rig and incurred expenses of $7.9 million in 2016, net to us, related to its
demobilization and early release. These expenses are reflected in “Other operating expenses” in the Financial Statements. See also
“Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations — Results of Operations — Year
Ended December 31, 2017 Compared to Year Ended December 31, 2016.”

On November 22, 2016, we closed on the purchase of an additional 2.98% working interest (3.23% participating interest) in the Etame
Marin block from Sojitz Etame Limited (“Sojitz”), which had an effective date of August 1, 2016. See Note 4 of the Financial
Statements for further discussion.

Periodically, we perform workovers on our wells to maintain or restore production. In May 2018 we mobilized a hydraulic workover
unit to the Avouma platform to replace the electronic submersible pump (“ESP”’) systems in the Avouma 2-H and the South Tchibala
1-HB wells and restored production to both wells in June 2018. While the hydraulic workover unit was on location, we decided to pro-
actively replace the ESPs in the South Tchibala 2-H well to upgrade the system to those just installed in the other two wells. Since
completion of the Avouma workovers in 2018, the new ESP systems have operated continuously as designed. Excluding the Avouma
platform wells, the wells with ESPs on our three other platforms have operated without incident for up to four years.

As discussed in Note 9, the PSC Extension requires the Consortium to drill two wells and two appraisal well bores by September 16,
2020. The Consortium is planning to drill the two wells and two appraisal well bores during the second half of 2019. The Consortium
may drill a third well as part of this drilling campaign.

Our current net production is averaging approximately 3,752 BOPD, up from a 3,500 BOPD average for fiscal year 2017 as a result of
the workovers performed in 2018.

At December 31, 2018, we had estimated net proved reserves of 5.4 MMBbls. For 2018, our proved reserve additions of 3.7 MMBbI
were equal to 270% of our 2018 Gabon production, as reflected in the reserve report issued by our independent petroleum engineering
firm, Netherland, Sewell & Associates, Inc. (“NSAI”). We added 1.1 MMBblIs of reserves through reservoir performance additions
and proved undeveloped reserves, 2.2 MMBO as a result of the PSC Extension and 0.4 MMBDbls through positive pricing revisions.
The increase in the average of the first-day-of-the-month prices adjusted for quality, transportation fees and market differentials
required by SEC rules to determine reserves, was from $53.49 for the 2017 year-end report to $70.83 for the 2018 year-end report.

For 2018, our total proved reserves replacement was 270% of our 2018 total net production in Gabon. See “— Reserve Information”
below. These results occurred primarily due to (i) better-than-forecasted results for production and (i) increased crude oil prices.

Production. Production operations in the Etame Marin block include nine platform wells, plus three subsea wells across all fields tied
back by pipelines to deliver oil and associated natural gas through a riser system to allow for delivery, processing, storage and
ultimately offloading the oil from a leased FPSO vessel anchored to the seabed on the block. Production from seven of our wells is
aided by ESPs. We currently have twelve producing wells. The FPSO has production limitations of approximately 25,000 BOPD
and 30,000 barrels of total fluids per day. For the years ended December 31, 2018, 2017 and 2016, aggregate production from the
block was approximately 5.1 MMBDls (1.4 MMBDlIs net to us), 5.6 MMBDbIs (1.5 MMBDbIs net to us) and 6.2 MMBDbIs (1.5 MMBDbls
net to us), respectively. Our net share of barrels produced reflects an allocation of cost oil and profit oil after reduction for a royalty of
approximately 13%.

Hydrogen Sulfide Impact

Four of our wells are currently shut-in for safety and marketability reasons because of high levels of hydrogen sulfide (“H>S”). These
wells have been excluded from the above-referenced well count. To re-establish and maximize production from the impacted areas,
additional capital investment will be required, including the construction of one or more processing facilities capable of removing
H,S, the recompletion of the temporarily abandoned wells and the potential drilling of additional wells. Previously, these identified
processing facilities were not economic; however, the Consortium will be re-evaluating this during 2019. As of December 31, 2018,
we had no proved reserves booked for the wells impacted by high levels of H,S.

Exploration

At December 31, 2018, we had $13.7 million in undeveloped leasehold costs related to the Etame Marin block. These costs are
associated with the exploitation area expansion related to the PSC Extension.

Abandonment Costs

Under the PSC terms, the Consortium has agreed to a cash funding arrangement for the eventual abandonment of all offshore wells,

platforms and facilities on the Etame Marin block. We are required under the Etame PSC to conduct abandonment studies to update
the amounts being funded for the eventual abandonment of the offshore wells, platforms and facilities on the Etame Marin block. The
current abandonment study was completed in November 2018 resulting in estimated gross abandonment costs of approximately $61.8
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million ($19.2 million, net to VAALCO) on an undiscounted basis. Through December 31, 2018, $37.4 million ($11.6 million, net to
VAALCO) on an undiscounted basis has been funded. The annual abandonment cost requirements net to VAALCO are expected to be
$0.8 million for 2019 through 2028. Amounts paid are reimbursable through the Cost Account and are non-refundable. Our
estimated liabilities for the abandonment of these Gabon offshore facilities as of December 31, 2018 and 2017 were $14.8 million and
$20.2 million, respectively, which are included in the total “Asset retirement obligation” line item on our consolidated balance sheets
as of December 31, 2018 and 2017. Initial recording of this liability is offset by a corresponding capitalization of asset retirement costs
reflected under “Property and equipment — successful efforts method” in the line item “Wells, platforms and other production
facilities” on our consolidated balance sheets as of December 31, 2018 and 2017.

Equatorial Guinea Segment

We have a 31% working interest in an undeveloped portion of a block offshore Equatorial Guinea that we acquired in 2012 (the
“Block P interest”). For a number of years, the Block P interest was in suspension; however, in September 2018, the Ministry of
Mines and Hydrocarbons lifted the suspension. We are awaiting the Ministry of Mines and Hydrocarbons (the “EG MMH”) to
approve our appointment as technical operator for Block P. Compania Nacional de Petroleos de Guinea Equatorial (“GEPetrol””) will
act as the administrative operator. Under the terms of lifting of the suspension, a new joint owner is expected to assume GEPetrol’s
working interest obligations and be presented to the EG MMH by March 28, 2019. Once the joint owner is approved, we are required
to drill one exploration well within one year. While there is no monetary penalty for failing to meet the terms of the lifting of the
suspension, we would lose our interest in the license, and the associated capitalized unproved leasehold costs of $10.0 million as of
December 31, 2018 would become impaired. We and our joint venture owners are evaluating the timing and budgeting for
development and exploration activities under a development and production area in the block, including the approval of a
development and production plan. Our production sharing contract covering this development and production area provides for a
development and production period of 25 years from the date of approval of a development and production plan.

Organization of Petroleum Exporting Countries (“OPEC”) Production Reductions

During 2017 and 2018, Gabon, as a member of OPEC, agreed to reduce its production by up to 9,000 Bbl per day. As a result of
natural production declines, production in 2017 and 2018 was not impacted by this agreement. In December 2018, OPEC decided to
further reduce overall production by 0.8 MBOPD for the first six months of 2019 versus the October 2018 levels. We have not been
advised whether this will require us to reduce production for 2019. We do not expect our production or drilling plans will be
impacted by the agreement because of natural declines in production and because production from the new wells would not occur until
later in 2019. Nevertheless, there can be no assurance that this agreement or future agreements would not result in limitations on our
production.

DRILLING ACTIVITY

We have had no drilling activity during the period from January 1, 2016 through December 31, 2018. As discussed above, we are
planning to drill up to two to three wells, and two appraisal well bores during 2019 at the Etame Marin block.

ACREAGE AND PRODUCTIVE WELLS

Below is the total acreage under lease or covered by the PSC and the total number of productive oil and natural gas wells as of
December 31, 2018:

International
Acreage in thousands Gross Net
Develoned acreage 28.7 8.9
Undeveloped acreage 74.5 23.1 o
Total acreage 103.2 32.0
Productive oil wells 120 @ 3.7

(M We have net undeveloped acreage of 5,400 acres offshore Gabon and 17,700 acres offshore Equatorial Guinea.
@ Excludes the Etame 8-H, the Etame 5-H and two Ebouri field wells shut-in due to the presence of high levels of H,S.

RESERVE INFORMATION
Estimated Reserves and Estimated Future Net Revenues
Reserve Data

In accordance with the current guidelines of the SEC, estimates of future net cash flow from our properties and the present value
thereof are made using an unweighted, arithmetic average of the first-day-of-the-month price for each of the 12 months of the year
adjusted for quality, transportation fees and market differentials. Such prices are held constant throughout the life of the properties
except where such guidelines permit alternate treatment, including the use of fixed and determinable contractual price escalations. For



2018, the average of such price used for our reserve estimates was $70.83 per Bbl for crude oil from Gabon. This compares to the
average of such price used for 2017 of $53.49 per Bbl.

Reserves reported below consist of net proved reserves related to the Etame Marin block located offshore Gabon in West Africa.
There have been no estimates of total proved net oil or natural gas reserves filed with or included in reports to any federal authority or
agency other than the SEC since the beginning of the last fiscal year. The table below sets forth our estimated net proved reserve
quantities for the years ended December 31, 2018, 2017, and 2016 as prepared by NSAI, independent petroleum engineers.

As of December 31,
2018 2017 2016
(in thousands)

Crude oil
Proved developed reserves (MBbls) 3,388 3,049 2,642
Proved undeveloped reserves (MBDbls) 1,982 — —
Total proved reserves (MBDIs) 5.370 3.049 2,642

Standardized Measure and Changes in Proved Reserves

The following table shows changes in total proved reserves for all presented years:

Proved Reserves

Oil Equivalent
Crude Oil (MBbls) Natural Gas (MMCF) (MBOE)
(in thousands)

Balance at January 1, 2016 2,855 1,053 3,031
Production (1,518) (124) (1,539)
Purchases of minerals in place 308 — 308
Sales of minerals in place (12) (929) (167)
Revisions of previous estimates 1,009 — 1,009
Balance at December 31, 2016 2,642 — 2,642
Production (1,518) — (1,518)
Revisions of previous estimates 1,925 — 1,925
Balance at December 31, 2017 3,049 — 3,049
Production (1,369) — (1,369)
Additions associated with PSC extension 2,235 — 2,235
Revisions of previous estimates 1,455 — 1,455
Balance at December 31, 2018 5,370 — 5,370
Standardized measure of discounted future net cash flows as of December

31,2018 $ 80,057 $ 22,490 $ 9,441

The information set forth in the foregoing tables includes revisions for certain reserve estimates attributable to proved properties
included in preceding years’ estimates. Such revisions are the result of additional information from subsequent completions and
production history from the properties involved or the result of an increase or decrease in the projected economic life of such
properties resulting from changes in product prices. Crude oil amounts shown for Gabon are recoverable under a PSC, and the
reserves in place at the end of the contract remain the property of the Gabon government. The reserves at the end of the contract are
not included in the table above.

We do not reflect proved reserves on discoveries in our reserve estimates until such time as a development plan has been prepared and
approved by our joint owners and the government, where applicable. The proved undeveloped reserves at December 31, 2018 in the
table above are related to the two wells which the Consortium plans to drill in 2019.

In 2018, we replaced 270% of production by adding a total of 3.7 MMBbls of proved reserves including 2.2 MMBBDlIs of proved
reserves additions as a result of extending the Etame PSC in Gabon. VAALCO also added 1.1 MMBDblIs of proved reserves as a result
of improved reservoir performance and another 0.4 MMBDbIs of proved reserves as a result of higher oil pricing.

The upward revision of the previous estimates of proved reserves in 2017 were primarily a result of improved well performance and to
a lesser degree the higher average crude oil prices.

The upward revision of the previous estimates of proved reserves in 2016 was primarily a result of improved well performance and
lower costs. Purchases of minerals in place in 2016 was related to the additional 2.98% working interest in the Etame Marin block we
acquired from Sojitz in November 2016. The lower average crude oil price used for 2016 estimates only partially offset the favorable
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impacts of well performance, operating cost reductions, and the other factors. Sales of minerals in place in 2016 was related to the sale
of the Hefley field in the U.S. in December 2016.

There are numerous uncertainties inherent in estimating quantities of proved reserves and in projecting future rates of production and
timing of development expenditures, including many factors beyond our control. Reserve engineering is a subjective process of
estimating underground accumulations of oil and natural gas that cannot be measured in an exact manner, and the accuracy of any
reserve estimate is a function of the quality of available data and of engineering and geological interpretation and judgment. The
quantities of oil and natural gas that are ultimately recovered, production and operating costs, the amount and timing of future
development expenditures and future oil and natural gas sales prices may all differ from those assumed in these estimates. The
standardized measure of discounted future net cash flows should not be construed as the current market value of the estimated oil and
natural gas reserves attributable to our properties.

Historically, we have reviewed on an annual basis all of our proved undeveloped reserves (“PUDs”) to ensure an appropriate plan for
development exists. At December 31, 2018, we had PUDs associated with the two wells which the Consortium plans to drill in 2019.
As aresult of crude oil prices in 2017 and 2016, our PUDs were uneconomic to develop at prices calculated in accordance with SEC
guidelines. Accordingly, we had no PUDs recorded at December 31, 2017 and 2016.

Controls over Reserve Estimates

Our policies and practices regarding internal controls over the recording of reserves is structured to objectively and accurately estimate
our oil and natural gas reserves quantities and present values in compliance with SEC regulations and generally accepted accounting
principles in the U.S. (“GAAP”). Compliance with these rules and regulations with respect to our reserves is the responsibility of a
reservoir engineer, who is our principal engineer. Our principal engineer has over 20 years of experience in the oil and natural gas
industry, including over 10 years as a reserve evaluator and trainer, and is a qualified reserves estimator, as defined by the Society of
Petroleum Engineers’ standards. Further professional qualifications include a Bachelor’s degree in mechanical engineering and
Master’s degree in petroleum engineering, extensive internal and external reserve training, and asset evaluation and management. In
addition, the principal engineer is an active participant in industry reserve seminars, professional industry groups and is a member of
the Society of Petroleum Engineers. The Audit Committee of the Board of Directors meets periodically with management to discuss
matters and policies related to reserves.

Our controls over reserve estimation include retaining NSAI as our independent petroleum and geological firm for all years presented.
We provide information to NSAI about our oil and natural gas properties which includes, but is not limited to, production profiles,
ownership and production sharing rights, prices, costs and future drilling plans. NSAI prepares its own estimates of the reserves
attributable to our properties. The reserves estimates shown herein have been independently evaluated by NSAI, a worldwide leader of
petroleum property analysis for industry and financial organizations and government agencies. NSAI was founded in 1961 and
performs consulting petroleum engineering services under Texas Board of Professional Engineers Registration No. F-2699. Within
NSALI, the technical persons primarily responsible for preparing the estimates set forth in the NSAI reserves report incorporated herein
are Mr. John R. Cliver and Mr. Zachary R. Long. Mr. Cliver, a Licensed Professional Engineer in the State of Texas, has been
practicing consulting petroleum engineering at NSAI since 2009 and has over 5 years of prior industry experience. He graduated from
Rice University in 2004 with a Bachelor of Science Degree in Chemical Engineering and from the University of Texas at Austin in
2008 with a Master of Business Administration Degree. Mr. Long, a Licensed Professional Geoscientist in the State of Texas, has
been practicing consulting petroleum geoscience at NSAI since 2007 and has over 2 years of prior industry experience. He graduated
from University of Louisiana at Lafayette in 2003 with a Bachelor of Science Degree in Geology and from Texas A&M University in
2005 with a Master of Science Degree in Geophysics.

NET VOLUMES SOLD, PRICES, AND PRODUCTION COSTS

Net volumes sold, average sales prices per unit, and production costs per unit for our 2018, 2017, and 2016 operations are shown in
the tables below. There were no natural gas sales in 2018 and 2017.

Year Ended December 31,
2018 2017 2016
Oil and Oil and Oil and
Condensate Condensate Oil Equivalent Condensate Natural
(MBbI) (MBbI) (MBOE) (MBbI) Gas(MMcf)
Net production sold
International 1,442 1,423 1,485 1,485 —
U.S. — — 24 3 124
Total production sold 1,442 1,423 1.509 1.488 124
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Year Ended December 31,

2018 2017 2016
Qil and QOil and QOil and
Condensate Condensate Oil Equivalent Condensate Natural
($/Bbl) ($/Bbl) ($/BOE) ($/Bbl) Gas($/Mcf)
Average sales price
International $ 7032 $ 5258 $ 40.17 $ 40.17 $ —
U.S. — — 13.50 23.54 1.95
Overall average sales price 70.32 52.58 39.62 40.13 1.95
Year Ended December 31,
2018 2017 2016
Average production expense per MBOE
International $ 2803 $ 2790 $ 25.22
U.S. — — 5.58
Overall average production expense 28.03 27.90 2491

DISCONTINUED OPERATIONS-ANGOLA

On September 30, 2016, we notified Sonangol P&P, our joint venture owners, that we were withdrawing from the joint operating
agreement effective October 31, 2016. Further to our decision to withdraw from Angola, we have closed our office in Angola and do
not intend to conduct future activities in Angola. As a result of this strategic shift, the Angola segment has been classified as
discontinued operations in the Financial Statements for all periods presented. See “Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Discontinued Operations - Angola.”

AVAILABLE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC filings are available to
the public at the SEC’s website at www.sec.gov.

You may also obtain copies of our annual, quarterly and current reports, proxy statements and certain other information filed with the
SEC, as well as amendments thereto, free of charge from our website at www.vaalco.com. No information from the either the SEC’s
or our website is incorporated by reference herein. We have placed on our website copies of charters for our Audit Committee,
Compensation Committee and Nominating and Corporate Governance Committee as well as our Code of Business Conduct and
Ethics, Corporate Governance Principles and Code of Ethics for the CEO and Senior Financial Officers. Stockholders may request a
printed copy of these governance materials by writing to the Corporate Secretary, VAALCO Energy, Inc., 9800 Richmond Avenue,
Suite 700, Houston, Texas 77042.

CUSTOMERS

For the years ended December 31, 2018, 2017 and 2016, we sold our crude oil production from Gabon under a term contract with
pricing based upon an average of Dated Brent in the month of lifting, adjusted for location and market factors. The contracted
purchaser was Glencore Energy UK Ltd. (“Glencore”) for these periods and through January 2019. Sales of oil to Glencore were
approximately 100% of revenues sold to customers for 2018. We have signed a new contract with Mercuria Energy Trading SA which
covers sales from February 2019 through January 2020.

The terms of the Etame PSC includes provisions for payments to the government of Gabon for: royalties based on 13% of production
at the published price and a shared portion of “Profit Oil” determined based on daily production rates, as well as a gross carried
working interest of 7.5% (increasing to 10% beginning June 20, 2026) for all costs. Prior to February 1, 2018, the government of
Gabon did not take any of its share of Profit Oil in-kind. Beginning February 1, 2018, the government of Gabon elected to take its
Profit Oil in-kind with the only lifting made in September 2018.

EMPLOYEES

As of December 31, 2018, we had 108 full-time employees, 75 of whom were located in Gabon. We are not subject to any collective
bargaining agreements, although some of the national employees in Gabon are members of the NEOP (National Organization of
Petroleum Workers) union. We believe relations with our employees are satisfactory.

COMPETITION

The oil and natural gas industry is highly competitive. Competition is particularly intense from other independent operators and from
major oil and natural gas companies with respect to acquisitions and development of desirable oil and natural gas properties and
licenses, and contracting for drilling equipment. There is also competition for the hiring of experienced personnel. In addition, the
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drilling, producing, processing and marketing of oil and natural gas is affected by a number of factors beyond our control which may
delay drilling, increase prices and have other adverse effects which cannot be accurately predicted.

Our competition for acquisitions, exploration, development and production includes the major oil and natural gas companies in
addition to numerous independent oil companies, individual proprietors, investors and others. Many of these competitors have
financial and technical resources and staff that are substantially larger than ours. As a result, our competitors may be able to pay more
for desirable oil and natural gas assets, or to evaluate, bid for and purchase a greater number of properties and licenses than our
financial or personnel resources will permit. Furthermore, these companies may also be better able to withstand the financial pressures
of lower commodity prices, unsuccessful wells, volatility in financial markets and generally adverse global and industry-wide
economic conditions. These companies may also be better able to absorb the burdens resulting from changes in relevant laws and
regulations, which may adversely affect our competitive position. Our ability to generate reserves in the future will depend on our
ability to select and acquire suitable producing properties and/or developing prospects for future drilling and exploration.

INSURANCE

For protection against financial loss resulting from various operating hazards, we maintain insurance coverage, including insurance
coverage for certain physical damage, blowout/control of a well, comprehensive general liability, worker’s compensation and
employer’s liability. We maintain insurance at levels we believe to be customary in the industry to limit our financial exposure in the
event of a substantial environmental claim resulting from sudden, unanticipated and accidental discharges of certain prohibited
substances into the environment. Such insurance might not cover the complete claim amount and would not cover fines or penalties
for a violation of environmental law. We are not fully insured against all risks associated with our business either because such
insurance is unavailable or because premium costs are considered uneconomic. A material loss not fully covered by insurance could
have an adverse effect on our financial position, results of operations or cash flows.

REGULATORY
General

Our operations and our ability to finance and fund our operations and growth are affected by political developments and laws and
regulations in the areas in which we operate. In particular, oil and natural gas production operations and economics are affected by:

. change in governments;

. civil unrest;

. price and currency controls;

. limitations on oil and natural gas production;

. tax, environmental, safety and other laws relating to the petroleum industry;

. changes in laws relating to the petroleum industry;

. changes in administrative regulations and the interpretation and application of administrative rules and regulations; and
. changes in contract interpretation and policies of contract adherence.

In any country in which we may do business, the oil and natural gas industry legislation and agency regulation are periodically
changed, sometimes retroactively, for a variety of political, economic, environmental and other reasons. Numerous governmental
departments and agencies issue rules and regulations binding on the oil and natural gas industry, some of which carry substantial
penalties for the failure to comply. The regulatory burden on the oil and natural gas industry increases our cost of doing business and
our potential for economic loss.

Gabon

Our exploration and production activities offshore Gabon are subject to Gabonese regulations. Failure to comply with these laws and
regulations may result in the suspension or termination of our operations and subject us to administrative, civil and criminal penalties.
Moreover, these laws and regulations could change in ways that could substantially increase our costs or affect our operations. The
following is a summary of certain applicable regulatory frameworks in Gabon.

In 2014, a new Hydrocarbons Law entered into force to regulate oil and gas activities in Gabon. It repealed some prior laws relating to
oil activities as well as all contradictory regulations contained in the remaining non-repealed laws of the oil and gas sector.

Pursuant to the Hydrocarbons Law, petroleum resources in Gabon are the property of the Gabon and petroleum companies undertake
operations on behalf of the Government of Gabon. In order to conduct petroleum operations, oil and gas companies must enter into a
hydrocarbons agreement, typically an exploration and production sharing contract, which is signed on behalf of Gabon by the Minister
in charge of Hydrocarbons and the Minister in charge of Economy. Such agreement is subject to enactment by Presidential Decree,
and its provisions must conform to the Hydrocarbons Law, subject to being null and void.

Furthermore, under Article 260 of the 2014 Hydrocarbons Law, all oil and gas companies, even those carrying out operations under
the previous legal framework, must make payment of two financial contributions set forth in the new Hydrocarbons Law, namely the
Investment Diversification Fund (payment of 1% of the Contractor’s turnover during the production phase), and the Hydrocarbons
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Investment Fund (payment of 2% of the Contractor’s turnover during the production phase), within two years of the entry into force
thereof. Under Article 260, oil and gas companies must also, within a maximum of one year from publication of the Hydrocarbons
Law, set up and domicile the site rehabilitation funds for the Hydrocarbon activities at the Banque des Etats de 1’ Afrique Centrale or at
a Gabonese banking or financial institution.

The Hydrocarbons Law provides for a detailed legal framework in terms of organization of the sector, contents and terms and
conditions of hydrocarbons agreements, liability, local content, safety and environment, domestic supply requirements, fiscal terms
such as production sharing, royalty, bonuses and other charges, corporate income tax, customs, and local training obligations.

The powers to make many of the day-to-day decisions concerning petroleum activities, including the granting of certain consents and
authorizations, remain vested with the Hydrocarbons General Directorate, a government authority. In addition, the national oil
company—Société Nationale des Hydrocarbures du Gabon—currently holds, manages and takes participations in petroleum activities
on behalf of Gabon. Pursuant to Article 4 of the Hydrocarbons Law, Gabon may acquire an equity stake of up to 20%, at market value,
within any companies applying for or already holding an exclusive production authorization. The contractor must carry Gabon in its
20% participating interest in the hydrocarbons agreements during the exploration phase. The parties are free to agree on a higher stake
at market value. Further, under Article 86 of the Hydrocarbons Law, the national oil company may also acquire participating interests
of up to 15%, at market value.

In addition to general labor regulations, which require that the workforce of any company in Gabon complies with a 90/10 ratio of
Gabon national to foreign expatriate workers, pursuant to the Hydrocarbons Law, subcontracting activities are awarded in priority to
Gabonese companies in which at least 80% of the workforce consists of Gabonese nationals. In this respect, only technically qualified
license holders may be hired as subcontractors.

Under the 2014 Hydrocarbons Law, assignment of interests in production sharing contracts is subject to the Ministry of
Hydrocarbons’ consent and to Gabon’s preemption rights. Foreign companies carrying out production activities under the form of a
local branch must incorporate a local company within two years of the entry into force of the Hydrocarbons Law under its Article 254.

With respect to natural gas, Gabon shall enjoy exclusive marketing rights for non-associated gas while any non-commercial share of
associated natural gas remains the property of Gabon.

Hydrocarbons agreements entered into prior to the Hydrocarbon Law’s publication remain in force until their expiration and should
continue to be governed by their own provisions. Our understanding is that the Hydrocarbons Law applies to any issues not expressly
dealt with in these contracts’ provisions.

Our production sharing contract governing our rights to the Etame Marin block offshore Gabon was entered into before the
publication of the Hydrocarbon Law. The Etame PSC contains a stabilization clause, which provides for the stability of the legal, tax,
economic and financial conditions in force at the signing of the Etame PSC. Pursuant to the Etame PSC, these conditions may not be
adver