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Item 1.01. Entry into a Material Definitive Agreement
 

On September 30, 2020, Kosmos Energy Gulf of Mexico Operations, LLC (“GOM Operations”) and Kosmos Energy GOM Holdings, LLC
(“GOM Holdings” and, together with GOM Operations, the “Borrowers”), along with Kosmos Energy Gulf of Mexico, LLC (“Holdings”), Kosmos
Energy Gulf of Mexico Management, LLC (“GOM Management”), Kosmos Energy Ltd. (“Kosmos Energy”), and certain other subsidiary guarantors
(the “Guarantors”) entered into a Senior Secured Term Loan Credit Agreement (the “Credit Agreement”) with Trafigura Trading LLC (“Trafigura”) and
an affiliate of Beal Bank (together, the “Lenders”) and CLMG Corp., as administrative agent and term loan collateral agent.

 
The following is a summary of the key terms of the Credit Agreement and related agreements:
 

· Amounts: The Lenders have agreed to make terms loans to the Borrowers pursuant to two separate facilities each with a 5 year term: (i) a Term
Loan A Facility in an aggregate principal amount of $150,000,000 and (ii) a Term Loan B Facility in an aggregate principal amount of
$50,000,000 (the “Term Loan Facilities”). The Credit Agreement also includes an accordion feature providing for incremental term loan
commitments of up to $100,000,000, subject to certain conditions.

 
· Use of Proceeds: $50,000,000 of the proceeds of the Term Loan A Facility will be loaned to Holdings to repay intercompany debt owing to

Kosmos Energy. The balance of the proceeds of the Term Loan A Facility will be used to fund working capital and general operating expenses of
the Borrowers and their subsidiaries, and to pay fees and expenses incurred in connection with the entry into the Term Loan Facilities. The
proceeds of the Term Loan B Facility will constitute the deemed repayment in full of GOM Operations’ obligations under the previously
Prepayment Agreement dated as of June 26, 2020 between GOM Operations, as seller and Trafigura, as buyer (the “Prepayment Agreement”).

 
· Interest: Interest on outstanding loans under the Term Loan Facilities is payable quarterly in arrears and accrues at a benchmark rate (subject to

certain minimums) plus an effective margin of approximately 6% per annum.
 

· Guarantee: Each Borrower’s obligations under the Term Loan Facilities are guaranteed by Kosmos Energy, each other Borrower and certain of
their subsidiaries (collectively, the “Loan Parties”). Pursuant to a Parent Guarantee Agreement dated as of September 30, 2020 (the “Parent
Guarantee Agreement”), Kosmos Energy Delaware Holdings, LLC, Kosmos Energy Holdings and any other intermediate entity in the direct
chain of ownership between Kosmos Energy and GOM Holdings from time to time shall be subject to providing a springing guarantee that
becomes effective upon such entities becoming liable for an aggregate amount of indebtedness in excess of $10,000,000.

 
· Security: In accordance with the Term Loan Collateral and Guarantee Agreement dated as of September 30, 2020 (the “Term Loan Security

Agreement”), the obligations of the Loan Parties under the Term Loan Facilities are secured by liens on certain assets of the Loan Parties,
including (i) all the oil and gas properties owned by any Borrower or certain of its subsidiaries, (ii) all equity interests issued by Holdings, GOM
Management, GOM Operations and its

 

 



 
subsidiaries, and (iii) all other property of any Borrower or its subsidiaries (other than certain excluded property).

 
· Covenants: The Credit Agreement contains customary affirmative and negative covenants, including covenants that affect the ability of the

Borrowers and their subsidiaries to incur additional indebtedness, create liens, merge, dispose of assets, and make distributions, dividends,
investments or capital expenditures, among other things.

 
· Events of Default: The Term Loan Facility includes certain representations and warranties, indemnities and events of default that, subject to

certain materiality thresholds and grace periods, arise as a result of a payment default, failure to comply with covenants, material inaccuracy of
representation or warranty, and certain bankruptcy or insolvency proceedings. If there is an event of default, the Lenders may declare all or any
portion of the outstanding indebtedness to be immediately due and payable and exercise any rights they might have (including against the
collateral).

 
The foregoing description of the Credit Agreement, Parent Guarantee Agreement and Term Loan Security Agreement is not complete and is

qualified in its entirety by reference to the text of the Credit Agreement, Parent Guarantee Agreement and Term Loan Security Agreement. Copies of the
Credit Agreement and Parent Guarantee Agreement will be filed as an exhibit to Kosmos Energy’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2020.

 
Item 1.02. Termination of a Material Definitive Agreement.
 

The information set forth in Item 1.01 of this Report is hereby incorporated by reference into this Item 1.02 in its entirety.
 
As previously disclosed, on June 26, 2020, GOM Operations and Trafigura entered into the Prepayment Agreement for up to $200 million of

crude oil sales related primarily to a portion of GOM Operations 2022 and 2023 production, with $150 million committed by Trafigura. On September 30,
2020, GOM Operations and Trafigura agreed to terminate the Prepayment Agreement pursuant to, and subject to the terms of, the Credit Agreement.

 
Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.
 
The information set forth in Item 1.01 of this Form 8-K is incorporated by reference to this Item 2.03.
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