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Introduction

The Republic of Cameroon is located in the 
Gulf of Guinea. According to records, 
Cameroon’s first oil and gas exploration 
was carried out in 1947 by the French 
Office of Oil Research. This led to the issue 
of the first exploration permit by the 
Government of Cameroon in 1952. The first 
commercial discovery was in 1972 at the 
Betika Oil Field and commercial production 
began in 1977 in the Kolé Oil Field in the 
Basin of the Rio del Rey. New oil fields were 
subsequently discovered in Douala/Kribi-
Campo (Ebomè) basin and the commercial 
exploitation of these finds started in 1997. 

According to US Energy Information 
Administration, in 2011, Cameroon’s oil 
production stood at 60,000 barrels per day 
and its commercial oil reserves were 
estimated at 200m barrels. Despite these 
modest levels, the upstream petroleum 
sector in Cameroon has witnessed an 
increase in exploration and production 
activities, with active international players 
including Perenco, Kosmos Energy, Addax 
Petroleum, Bowleven and Victoria Oil & Gas. 

In 2006, Cameroon embarked on the 
development of its gas resources with the 
signing of the first contract for the 
development and operation of natural gas 
between the Government of Cameroon 
and Perenco Cameroon. In 2007, a 
Memorandum of Agreement for the 
exportation of natural gas from 
Cameroon to Equatorial Guinea was also 
signed between the National Gas 
Company of Equatorial Guinea (SONAGAS) 
and the Société Nationale des 
Hydrocarbures (the SNH), Cameroon’s 
national hydrocarbons company.

Key legislation and regulatory structure

The key legislation that regulates the 
upstream sector is: 

Law No. 99/013 of 22 December 1999, • 
instituting the petroleum code (the 
Petroleum Code);

Decree No. 2000/465 of 30 June 2000, • 
setting forth the terms of application for 
the Petroleum Code (the Petroleum 
Regulations); and

Decree No. 2008/012 of 17 January 2008, • 
amending and supplementing certain 
provisions of Decree No. 80/086 of 
12 March 1980 to establish the SNH. This 
decree extended the scope of the SNH to 
the development of natural gas 
in Cameroon.

According to Article 3 of the Petroleum 
Code, ownership of all deposits or natural 
accumulations of hydrocarbons located 
within the territory of Cameroon are and 
shall remain the exclusive property of the 
Cameroonian state. 

The key institutions involved in regulating 
the upstream oil and gas sector are the 
government (through the Minister of 
Mines) and the SNH. According to the 
Petroleum Code, the Minister of Mines is 
responsible for:

granting all applicable licences and • 
authorisations in the sector;

regulating petroleum operations; and • 

granting consents for the transfer of • 
licences or authorisations. 
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The SNH was created in 1980 by Decree 
No. 80/086 of 12 March 1980 and is the state 
body in charge of developing and 
monitoring petroleum activities for the 
entire Cameroonian territory, managing the 
Cameroonian state’s interests in the oil 
sector and controlling the sale of locally 
produced crude oil in the domestic and 
international markets. 

Licensing regime

Oil activities are subject to authorisation or 
licensing from the Minister of Mines.

Preliminary prospecting works are subject 
to prospecting authorisation, which is 
granted, on a non-exclusive basis, for areas 
not covered by a petroleum contract. 
Generally, this authorisation does not confer 
to its holder any right to obtain a mining 
title or to enter into a petroleum contract. 
However, in certain circumstances – in 
particular for ‘special petroleum operations 
zones’ – the prospecting authorisation may 
confer to its holder either a preferential 
right on equivalent terms and conditions, or 
an exclusive right for a limited term to enter 
into a petroleum contract with the 
Cameroonian state. Special petroleum 
operations zones are defined by the 
Petroleum Code as portions of the 
Cameroonian territory on which exploration 
and exploitation operations require an 
increased effort as regards the type of 
production, the quality of hydrocarbons, the 
techniques of enhanced recovery, the depth 
water, etc.

To carry out petroleum exploration and 
exploitation activities, the Cameroonian 
state can enter into either a production 
sharing agreement (PSA), a concession 
contract or a risk services contract (these 
contracts are referred to in the Petroleum 
Code as Petroleum Contracts). All recent 
Petroleum Contract awards have been made 
under PSAs rather than concession or risk 

service contracts. A model form PSA (the 
MPSA) has been issued and forms the basis 
for negotiations with contractors, but there 
is no model form concession or risk 
service contract. 

Any petroleum company that wishes to 
enter into a Petroleum Contract for a 
particular block can submit an application 
to the Minister of Mines who may (or may 
not) establish a competitive bidding 
procedure. Applications are subject to 
specific technical criteria that are listed in 
the Petroleum Regulations. The major 
criteria considered in any application 
include the financial capability and 
technical track record of the applicant, the 
proposed work programme and the budget 
and financial terms proposed by 
the applicant.

The Minister of Mines, through the SNH, 
administers the application process, which 
involves reviewing and negotiating the 
terms of the Petroleum Contract. Once 
the terms of the Petroleum Contract have 
been agreed, the contract is signed by the 
parties. There is no requirement to have the 
Petroleum Contract ratified by the National 
Assembly – ie the contract becomes effective 
as soon as it is executed. 

Under a PSA, the state, directly or through 
the SNH, contracts for the services of a 
contractor for the purpose of carrying out, on 
its behalf, exploration and exploitation 
activities. The contractor is responsible for 
financing the petroleum operations and, in 
the event of a commercial discovery, 
hydrocarbons are shared between the state 
and the holder in accordance with the terms 
of the PSA. Under a concession contract, the 
holder of the concession contract is 
responsible for financing the petroleum 
operations and is entitled to the hydrocarbons 
extracted subject to the payment of royalties 
to the Cameroonian state. 
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Under a Petroleum Contract, the contractor 
is permitted to carry out exploration 
operations for an initial period of three 
years (or five years for special petroleum 
operations zones), and this initial period is 
renewable twice for a two-year period each. 
During the exploration period, the 
contractor may request a provisional 
exploitation authorisation, which grants the 
right to operate productive wells on a 
provisional basis for a maximum of two 
years. Following a commercial discovery, the 
contractor applies for an exploitation 
authorisation, which may be granted for a 
period not exceeding 25 years for liquid 
hydrocarbons and 35 years for gaseous 
hydrocarbons. The exploitation period can 
be renewed for an additional period that 
cannot exceed 10 years, although such 
renewal may be subject to renegotiation of 
terms of the relevant Petroleum Contract. 

Although not in current use, a concession 
contract sets out the rights and obligations 
of the Cameroonian state and the contractor 
(i) during the period of validity of an 
exploration permit and (ii) in the event of a 
commercial discovery during the period of 
the exploitation concession. The contractor 
must apply for the exploration permit and 
exploitation permit separately. 

National oil company/state participation 

Under Section 6 of the Petroleum Code, the 
Cameroonian state reserves the right, either 
directly or through an intermediary or duly 
mandated government entity, to acquire, or 
have acquired on its behalf, an interest of 
any legal form whatsoever, in all or part of 
the petroleum operations that are the 
subject of a Petroleum Contract, in 
accordance with the terms and conditions 
provided in that Petroleum Contract. 

Under the MPSA, the state has a right to 
elect to participate in any exploitation 
authorisation up to a maximum 
participating interest to be negotiated but 
not less than 5 per cent. Based on recent 
PSAs, this percentage ranges from 
20 – 35 per cent. If the state elects to 
participate in an exploitation authorisation, 
it becomes an entity comprising the 
contractor with respect to this authorisation 
and shall (through the SNH) enter into a 
participating agreement (the form of which 
is attached to the model PSA) with the other 
entity(ies) comprising the contractor. 
Under the MPSA, the state’s interest in an 
exploitation authorisation is not carried by 
the other entities comprising the contractor. 

Fiscal regime

The tax regime applicable to the holders of 
licences and Petroleum Contracts is provided 
for in Section 89 and onwards of the 
Petroleum Code. Under this regime, the 
main taxes for which oil companies are 
liable are: 

a signature bonus on entering into a • 
Petroleum Contract and, where relevant, 
a production bonus, as provided by 
Section 97 of the Petroleum Code. 
Amounts of bonuses are negotiated with 
the state;

corporation tax, at a rate that is • 
negotiated with the state but is within 
the range set out in the General Tax Code 
of 38.5 per cent to 50 per cent; 

special income tax at a rate of 15 per cent • 
is applicable to amounts paid abroad, as 
remuneration for various services 
provided or used in Cameroon. This 
percentage is calculated on the gross 
income amount. This tax is payable, for 
example, on fees paid to hire foreign 
drilling companies to undertake drilling 
operations in Cameroon; and
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an annual surface rental fee, the amount • 
and methods of payment of which are 
specified in the Cameroonian annual 
finance law as in force on the effective 
date of the contract. The fee is calculated 
annually by applying the amount set out 
in the finance law (depending on the 
relevant phase of petroleum operations) 
to each square kilometre of 
relevant surface.

In addition to the above:

holders of concession agreements are • 
subject to a monthly proportional royalty 
based on production volumes, and may 
also be subject to an additional petroleum 
levy based on profits derived from 
petroleum operations. Their basis of 
calculation and rates are determined in 
the concession agreement.

under PSAs, hydrocarbons are shared • 
between the state and the holder in 
accordance with the terms of the PSA. 
Specifically, a share of the total 
hydrocarbon production (the “cost oil”) is 
first allocated towards reimbursing the 
company for petroleum costs incurred 
under the PSA The level of this cost oil is 
determined in the PSA. The remaining 
part of the hydrocarbons (the “profit oil”) 
is then shared between the state and the 
company in accordance with the terms 
set forth in the PSA. 

Local content requirements

According to Section 76 of the Petroleum 
Code, the Petroleum Contract holder and its 
sub-contractors must give preference to 
Cameroonian companies when awarding 
contracts for construction and the supply of 
goods and services, provided that the terms 
offered by such companies are competitive 
with regard to quality, price, quantities, 
delivery and conditions for payment and 
after-sale services. 

Furthermore, Section 77 of the Petroleum 
Code requires the Petroleum Contract holder 
and its sub-contractors to give priority to 
qualified Cameroonian personnel in terms 
of employment and such holders are 
therefore required to finance and set up 
training programmes for Cameroonian 
personnel in respect of all qualifications set 
out in the terms of the Petroleum Contract. 

The Petroleum Contract determines 
the conditions and terms of the local 
content obligations. 

Transfers of interests

Consents

Under the Petroleum Regulations, any direct 
or indirect transfer of a Petroleum Contract 
or any rights arising from such contract 
is subject to the approval of the Minister 
of Mines. 

The permit holder is required to submit for 
approval by the Minister of Mines any draft 
contract or agreement under which the 
holder entrusts, assigns or transfers (or 
promises to entrust, assign or transfer) any 
of its rights and obligations under the 
Petroleum Contract.

Under the Petroleum Code, special 
conditions for assignment or transfer to an 
affiliate, or between co-permit-holders, may 
be specified in the Petroleum Contract.

Transactions that would result in a change 
of control of the permit holder are also 
subject to the approval of the Minister of 
Mines, based on combined provisions of the 
Petroleum Code (Article 19) and the 
Petroleum Regulations (Article 31).
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Taxation 

According to the Decree No. 2002/032/PM of 
3 January 2002 setting out the basis and 
collection provisions in respect of the fees 
and royalties applicable to hydrocarbons, 
any assignment or transfer of interest in an 
exploitation authorisation is subject a flat 
fee of XAF 250m (approximately $500,000).

The 2002 decree refers to transfer fees in 
respect of an exploitation authorisation only. 
Since no reference is made to transfers of 
interest in respect of an exploration 
authorisation no fees are payable in 
that case.

Stabilisation/equilibrium and 
dispute resolution

The Petroleum Code states that Petroleum 
Contracts may provide for special regimes 
with regard to the stabilisation of economic 
and tax conditions – in particular, if the 
conditions relating to the performance of 
such contract are worsened by the 
introduction of laws or regulations after the 
contract’s effective date.

Under the MPSA, in the event of a change in 
the applicable law that would affect in a 
significant manner the economic or tax 
equilibrium of the contract to the detriment 
of the contractor, the contractor may, after 
notification to the contractor of the relevant 
legislative or regulatory measure, notify the 
Minister of Mines that this change would 
have a significant detrimental effect on the 
economic and/or tax equilibrium of the 
contract. The MPSA specifies that a 

significant modification is one that has the 
effect of reducing the contractor’s economic 
benefits resulting from the contract. The 
Minister may accept or reject the 
justifications brought by the contractor. The 
parties may also negotiate the amendments 
to the contract that are required to preserve 
its economic equilibrium. If the parties fail 
to reach an agreement, the dispute is settled 
by way of arbitration.

The Petroleum Code further states that 
Petroleum Contracts may include a clause 
providing for conciliation and arbitration 
procedures for settling any dispute that may 
arise between the state and the permit 
holder relating to the interpretation or 
application of those contracts. Under the 
MPSA, the state and the contractor must use 
reasonable efforts to find an amicable 
settlement to any dispute by themselves 
(save for technical disputes that are 
submitted to an administered expertise 
procedure held in accordance with the 
expertise regulation of the International 
Chamber of Commerce (ICC), as provided by 
the Petroleum Regulations).

If the parties fail to settle their dispute 
amicably (other than in the case of a 
technical dispute, for which the expert’s 
decision is final and binding on the parties), 
the dispute is settled by way of arbitration in 
accordance with the rules of the 
International Centre for Settlement of 
Investment Disputes (ICSID). Governing law 
shall be Cameroonian law and the applicable 
principles of international law. The seat of 
arbitration shall be determined by the 
parties at the time of negotiation of the PSA.


