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ETHIOPIA .

Model Petroleum Agreement Issued April 1973 By
Imperial Ethiopian Government, Ministry Of Mines



PETROLEUM AGREEMENT

This Agreement (hereinafter Agreement) is made subject to the

Mining Proclamation of 1971 and Regulations issued thereunder on

this S day of . 19
by and between: |

THE IMPERIAL ETHIOPIAN GOVERNMENT (hereinafter called
Government) represented by H.E, Ato Emmanuel Abraham,
Minister of Mines

OF THE FIRST PART

(hereinafter the Company) represented by

OF THE SECOND PART
WI‘BNESSDTH
WHEREAS, the area descrlbed in Soheduie "A" hereto and being
heroinafter called the Subjeot Area, is believed to contain deposits

of petroleums ausceptible of commer01a1 exploitation; and

.....

.....

skill, experience and financial resources to explore for, develop.
produce, process, market and sell all such deposits;

NOW THEREFORE, the parties hereto, for and in consideration of
the premises and mutuél covenants and agreenents hexrein contained,

do hereby agree as follows:

ARTICLE I

GRANT
(a) The Government hereby grants to the Company the sole and
exolusive right and privilege for the term provided in the present
Agreement and in accoxdance with the terms hereof to prospect and
explore for, develop and produce petroleum and its derivative
constituent substances (as hereinafter defined) within the Subject
Area and to process, market and sell within and outside of the ﬁhyire

of Ethiopia all such petroleum produced.
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Nothing said in the above paiagmaph in any manner restriots

" the Government from granting mining rights for minerals other than
those cpvered by this Agreement over the same area, provided that

such grants shall not prejudice the rights of the Company hersunder.
(b) The Company shall, within ninety (90) daye of obﬁmenoing each
stage of the Exploration Programme outlined in Schedule "B" attaoched
hereto, execute and deliver tovthe Government a performance bond or
bank guarantee ("Performance Bond") substantially in the form

attached hereto as Sohedule "C" from a financial institution accepiable
to the Government for the amount (U.S. dollars) as follows:

(- ( ) for Stage 1;
Y ( fugjagi - _ ) for Stage 2;
¢ ( 1) for Stage 33

which Performance Bond shall seoure the &ue and punotual performance
_ of all work obligationa contained 1n Sohedule """ during the stage
involved and the Performance Band for Stage 1 as shown in Schedule "B"

in the smount of § L ghall be executed and delivered

(¢) TNotwithstanding the provisions hereof, the Company, rather than
, dgpoait a new Performance Bond for a subsequent stage, may deposit

a Performance Bond in an amount equal to the difference between

the Perforﬁanoe Bond required for the stage involved and the
Performance Bond(s) theretofore deposited for a prior stage(s) and
'ali such Performance Bonds shall be applicable to ( and considered
deposited for) such subsequent stage, and so on from time to time.
(d) The Performance Bonds deposited by the Company shall, subject
to paragraph (c) above, be released, discharged and returned to the

Coumpany as follows,Anamelyz
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{%) Tho Porformanse Bond for Stage 1 as set fowth in Schedule
"B" ag soon as poasible after and in any event vithin six (6)
montha after the date the geological report referred to in
Stage 1 of Schedule "B" is submitted to the Hiniater;
(2) The Performance Bond for Stage # s set forth in Schedule
"B" ag goon a8 possibie after and in any event within six (6)
months after the date the Evaluation Report roferred to in
Stage 2 of Schedule "B" is submitted to»the Minister; and
(3) The Pexformance Bond for Stage 3 as sel forth in Sohedulc
"B" ag soon as posaible after and in any ovent within six (6)
months of the date the drilling rqsé'-.;b roleased from the
initial test well:. e | -
Provided that in the event of’a susmendex'puxSuant to Artiole V hareot
and delivered, the Govexnmsnm need not release, disobarge and return
the performanee bond 8o depoetted.unt&l the provisions of A:tiole VI
(b) hereof have beei ogmprliad with by the Company.

ARTICLE II
DEFINITIONS
Wherever used herein unless the comtext shall othexwise
require:
(a) "Affiliate" shall mean:

(1) any corporation in which the Company holds five percent
(5%) or more of the company's shares;

(2) any company which, directly or indirectly, is controlled
by, or controls, or is under common control with the

Company; oOF
(3) any shareholder or group of shareholdexrs of the Company
of any Affiliate and any individual ox group of
individuals in the employ of the Companys
For the purposes of this paragraph vcompany" shall lnolude corporations,
~ partnerships, unincorporated assooiations, firms and othex business

oxganizations. 21



{b) "Control" shall mean the possession, directly or indirectly
of the power to direct or cause the direction of the management and
policies of a company exercised by any other compény where a series
of companies can be specified beginning with fhe parent company or
companies and ending with the particular cbmpany, in which each
company of the series,‘ekcept the parenit company or companies, is
directly or indirectly controlled by one or more of the companies
in the series.

(c) "Company" shall mean

a company incorporated under the laws of , and

shall indicate such an Bthiopian Companv as defined in paragraph (d)
below after it has been incorppxate& under uthlonlan Iaw as provided
for in Article III of th;s Agreeﬁent and shall thereafter mean such
Ethiopian Company onlyy ; : o

(a) "Bthiopian Company" shall méan the company incorporeted undex
the laws oi the Emplre af.E thpla.

(e) "Date of Commencement of Operationa" shall mean the date when
the Company shall h,ve commenced the regular and recurrent production

of petroleum in the Subject Area in PayeY le Qnantities.

(f) "Government" shall mean the IMPERIAL ETHIOPIAY GOVERNMENT.
(g) "Bank" shall mean the National Bank of Ethiopia.
(n) "Acceptable Currency" shall mean any foreign currency which

is acceptable to the Bank for the particular purpose in view.

(i) "Gross Income" shall mean the total amount of all gaing,
profits and other income received by or accrued to the Company
either directly or indirectly from business operations and activities
of the Company undex this Agreement, plus any incoue fron other
sources which forms part of the Company's earnings, provided,
however, that in computing such Gross Income, sales within and
outgide of Ethiopia shall, subject to the provisions of

gubparagraph (3) hereunder, be taken into account as follows:
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(1) Sales to independent parties, including sales to Government
under Article X hereof, shall be taken into account at
actual realised prices, provided that such prices are
negotiated on an arm's length basis and with the objective
of maximising profits as set out in Article VII{c) hereof.

(2) Sales to affiliaté shall be taken into account-at the Market -
Value of the products sold. As regards sales to affiliates,
it is the intent of.the parties thet such sales shall be
accounted for at prices at which the sales would have
occurred.if the buyer and seller had not been affiliated.
In order to ensure that this iﬁ%ent is carried out, in a1l
sales to affiliates the Gompany w111 submlt to the Government
the method ﬂccordlng to whlch the M?rket Valuc above described
was culculatod., Tﬁls submlﬂsxon w1;1 include the nubllshed
price used, 1f cny, prices of sﬂleu by the Company to
independent part;au, whare relevant, any adaustmnnt made,

~ for ex¢mplh to-reflect content of petroleum, and the charges

their source. In the event that the Minister so requests,
the Company shall provide evidence of the Market Value fox
any sele and, if the Company fails *o do so within thirty
(30) days thereafter, the Wellhead Value as provided in
Article IX hereof shall be used in determining tho Market
Value of guch sale.

(3) Seles to independent parties and sales to affiliates may be
deemed to have been consummated f.o.b. Ethiopian port of
shipment by the deduction of the following, to the extent

that they are incurred by the Company as evidenced by

invoicess
(1) ocean freight,
(ii) marine insurance,

iii) port and handling charges at the port of dlscnarge,
27
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(iv) other costs properly incurred by the Company in
delivering the petroleum from the Ethiopian poxrt
to the buyer, including those costs allowable forxr
the purpose of computing royalily as gpecified in
Article IX(c)(4). '

If any of the above payunents are made to affiliates, the

deductions thereof shall not be in excess of competitive

rates. The Company shall justify the reasonableness of
guch deductions for payments to affiliates by reference to
published freight rates, rate schedules offered by
independent parties, or charges incurred by the Company in -

transactions with non-affiliates.

(j) "Market Value" shall mean th@imgrket price of the petroleum,'

..... .

duc consideration being givgq'to;\gﬁﬁ approp;igﬁg adjustnent being
made for differonces‘infggh&;faﬁélitj{x%g%h;;'and quantity of the
petroleum produébé}@é%&i%eé agd“ﬁﬁe?éﬁ%agion of the contract under
which 1t is sold, ‘Such Mgikéﬁfvélﬁé shall be determined as of

“the effective date qf"%ﬁémédntract under which the sale is made, or

.
rous®
aer

if no such contf@dﬁ}éxists, as of the date of ghipment from an

Ethiopian port. In the event that a prevailing market price canno’t
be egtablighed by comparigon to prices at which independent sales
have been effected at the actual port or ports of discharge,
comparison shall be made to the port ox ports nearest thereto at
which a prevailing market prico exists, with due allowance for any
differential attributable to distance or variations in particﬁlar
charges for port dues and expenses. In the event that no such
‘market price exigts, references may be made to formules used by
taxing authorities of other countries which expoft gsuch petroleum
products, with appropriate adjustments for the quality of petroleum,
length of sale agreement, quantity of petroleum, terms of sale end

cost of delivery. In no case phall the Market Value so establighed

be less than the price at which the Company sells petroleum products
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to independent parties in comparadble circumstances as to quantity,
quality, length of sale agreement, termg of sa;e and cost of »
delivery. If the terms of sale are c.i.f. foreign port, the c.i.f,
price may be reduced to an f.o;b. price Ethiopian port of
shipment by the deduction of freight, insurancd and other customary
charges as provided in éubparagraph (3) of paragraph (i) above.
(x)(1) "Exploration Operations" shall, subject to the Mining
Proclamation, mean the carrying out of any one or more of
the acts or investments recasonably necessary iﬁ exploring
for petrolcunm, 1nolud1ng but not 11m1txd to the following:

the exploration of the QubJeo+ Area by use of guavity
meter, magnetomctexy: séiawic or gther beologlcal or
goophy31ca1 methods, obta 1n1ng-anﬂ daoveloping aericl
photographs, mapplng by use Gf deyial photlographs or
by other method@, thp drllllng of core holes, strati
graphic . +es% hvle the drllllng, testing and completion
of-oxnlor;tory and develqpnnnu wells of 21l kinds and
all servides with- 1espec% thereto; the gstudy of surface
and subsurface geologlcal data; the acguisition by
purchaso ox- Qtﬁexw1ve of geologlc 1 and "eopHJ91ca1
and thé“gener 1 arce around it; the processing, study,
oorrolat*bn or interprotation of all data obtained;
and anolllary operations carried on either on or off
the Subject Area in building roads, camps and other
facilities; recruiting, meintaining and transporting
employees, their femillop. contractors and their
personnel, equipment and services; obtaining and
furaishing seisnic services, including processing,
correlating, playback or interprcitative services;
obtaining and furnishing materials, supplies, equipment,
housing, offices, storage, itrans portmtlon, insurance,

~ accounting and supervision and other things useful in
carrying out Exploration Operations on the Subject Axea.

(2) "Mining Operations" shall, subject to the Mining Proclumatlon,
mean 2ll acts or investments reaconably necessary fox
producing,bworking, getting aﬁd rajising to the surface
the petroleum found on, in or under the Subject Area, and
treating, refining, separating, dehydrating, or otherwise
making the petroleum warketablej;storing, loading and
marketing or otherwise disposing thereof; including but

not limited to, the following"
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the construction, operation or maintenance of
buildings, installations, plants, machinery, :
appliances, storage and loading facilities; obtaining
and furnishing materials, supplies, dams, wailways,
roeds, pipelines, communication facilities and other
facilities or services, and ancillary operations
carried on either on or off the Subject Area in
building roads, camps and other facilities; obtaining,
maintaining and transporting employees and #azix
families, contractors and their personnel, gervices,
materials, supplies, equipment, housing, storage, and
transportation, processing, treating, refining and
marketing facilities, insurance, accounting and
supervision and other things useful in carrying out
Mining Operations. :

(3) "Operationg" shall mean either Exploration Operations ox

Mining Operations oxr both.
(1) "Petroleun" shall mean crude 011, natural gas, natural gas

.....

liquids, tar sands, oil shales and other hydrbcarbons, all before

refining. Ty T

(m) "Natural Gap" gf "Gas“ shall.mean all gaseous substances

(hydrocarbons and non—hyérdcarbons) including sulphur, produced

from wells in a vaporgus or gaseous form, which exiated in a

gaseous fornm 1n the regervoir or in solution with the crude oil,

but excluding condensates which by normal field methods of petroleun

gas processing are separated and recovered as liquids.

(n) "0il" or "Crude 0il" shall mean all liquid petroleun before

refining and excludes Natural Gas but includes condensates which

by norxmal field methods of petroleum gas processing are gseparated
and recovered as liguids.

(0)(1) "Exploration Cost" shall mean all reasonable expenditures
wholly, necessarily and exclusively made and oblipgations
and liabilities incurred by the Company in carryihg out
Exploration Operations hereunder including, without
limiﬁation to the gencrality of the foregoing, the coals

gpecified in subparagraph (3) below.



(2)

(3)

(4)

“Mining Cost® shall mean all reasonable expenditu?es,

wholly, nebessarily and exclusively made and obligations

and liabilities incurred by the Compan& in carrying out
Mining Operations hereunder including, without limiting
the.generality of the foregoing, the costs in sub-paragraph
(3) below.

Such costs shall include all costs incurred for materials,
equipment, supplies, work and services performed by contractors
and sub-contractors, salaries, fees and”other‘compehsation
pald to employees of the Company and/or other persons
engaged in carrying out the Opéiations; building costs,
maintenance, rentals and’ rela%ed costa for all offlces,
houses, warehousea, pipéllnes,.caSIHgy.plpe, roads,
production.. equapment and facllltles, storage, treatlng,
loading and Bhlpping facllit1e3° and such costs of other
facilities and coste ‘of equipment, furniture, fixtures,
supplies and Serv1ces necessaxry for the operation of such
gaining or producing income; the cost of buying, renting,
furnishing or otherwise obtaining, maintaining, supporting,
repairing, transporting, insuring, storing accounting fox
the supervising of the use of equipment, materials, services,
supplies and personnel; the cog* of vehicles. and othex
transportation equipment, professional oxr other ounteide
services, and other costs and expenses of exploring for

and producing petroleum; and costs in connection with such
operations and all costs incurred in furnishing the facilities
and services required under the provisions of Article XVII
(v) and (c) hereof. |

"Operating Costs" shall mean BExploration Costsn and Mining Costs.
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(p) "Payable Quantities” shall mean sufficient quantities of
petroleum to enabie the Mining Operations to be undertaken ox
continued on a profitable basis. '

(q) "Minihg Proclamation" shall mean the Mining Proclamation

of 1971 and existing regulations passed thereunder and emendments
thereto which qualify ﬁhder pgragraph (a) of Article Z¥VII herceof.
() "Minister" shall mean the Minister of Mines of the

Government or the person for the time being acting in the place

of such Minister.. "Ministry" shall mean the Ministry of lines

of the Government or such other mlnlstry of the Government authorlsed
to supervise petroleum e\ploratlon nd mlnlng oporatlons in Ethiopia
by whatever name called. The “ﬁinlster", on ln hlS absence his

duly authoriged reprcsentaﬁxVe; shall be the Government's
representatlve v1s~a~vls the Company.ahé

(s) "Tax Year" or "FlSGpl Yeur" “hull mean a calendar year or
guch other fiscal “orlo& of twelve (12) calendar months according
to the Gregorian: é;iendar as the Company may elect with the
concurrcence of the tax authorities.

(t) "Calendar Year" shall mean the period from Junuary 1st through
December 31gt of the same year according to the Gregorien Calencar
and "Calendar Quarter" and "Calendar Month" shall mean a quarter

of guch year or month according to the Gregorian Calendar.

(w) "Contract Yoar" or "Year", unless the context otherwise
requires, shall mean a period of twelve (12) months according to

the Gregorian Calendar, commencing on the Effective Date and on cach

anniversary of the Effective Date.

ARTICLE III

BTHIOPIAN COMPANY
(a) In order to carry out the programme properly and effectively,
the Compeny shall establish before the Date of Commencement of

Operationg an Ethiopian Companytworganised and existing under the

L0



Jaws of tho Bmpire of Ethiopia and having its registered office

in Ethiopia, which shall be controlled initially by the 6ompany.
It is understood and agreced that, sa soon as %he Ithiopian Company
is established, all of the righte and obligations confexred and
impdeed>by thip Agreement to and upon the Company shall be
transferred and assiéned to the DBthiopian Companye.

(v) Notwithstending the provisions of paragraph () abvove,

shall guarantee the

performance by the Ethiopian Company of all its obligations hereunder

dnd ghall remain liable to the Government therefor.

.....

mFRM Ky by . B )
This Agreement Bhall have a- term of thirfy (30) years from
the Effeotive Date hereof as defined in Article XXX, and is

renewable on fc*r and proper terms 80 1ong as petroleun continues

ARTICLE v

SURRENDER
(a) The Company may at any time before completion of the entire
programme specified in Schedule "B" surronder all of the Subjeot
Area by giving written notice to the Minister at least ninety (90)
days prior to the date specified in said notice on which such
surrender is to become effective and all rights and obligations of
both parties hereunder shall cease on the date specified in such
written notice, except as herein specifically set out, and 1f e
purrender notice is given, the Company shall not be obligated to
commence or couplete a stage svbsequent to the date of the notioce
but nuet complete tho stage then in progress or make payment in
liew therefor a2s provided in Article VI(Db) hereof if it has not

theretofore completed the stage involved.
nq
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(v) The Company may at any time and from time to time after
completion of the programme specified in Schedule "B" surrender cll
or any part of the Subject Area by giving written notice to the
Minister at least sixty (60) days prior to the date epecified iﬁ
the sald notioce on whioh such surrender is to become effeotive ond
2ll rights and obligatione of both parties hereunder in connection
with the surrendered area shall cease on the date specified in such
written notice, except as herein specifically‘eeﬁ out. |

(o) A% the end of the third (3rd) year from the Effective Date

of this Agreement, the Company shall ourrender exploration righte

.....

The area or areas 8O retained ehall be dhown clearly on o map to
be submitted to the Government at the end of this period.

(d) - At the end of the sixth (6th) yoar from the Effective Date

on suffioient acreage (eelected by it) so that, after such surrender,
the Company holds exploration rights on not more than sixty percent
(60%) of the area held on the Effective Date of this Agreement. The
axres or areas so retained shall be shown olearly on e map to be
submitted to the Government at the end of #hie period.

(e) Within five (5) yeamsafter (1) the end of the sixth (6th)
year from the Effective Date of this Lgreement, o (2) the Date

of Commencement of Operations, whichever first ocours, the Company
shall surrender exploration rights on suffiocient aoreage (selected
by it) so that, after such surrender, the Company holds exploratioh
righte on not more than forty percent (40%) of the area held on

the Effeotive Date of this Agreement. The area or areas so retalned
shall be shown olearly on a map to be submitted to the Government at
the end of this period.

(f) It is agreed that areas voluntarily surrendered by the

Company pursuant to paragraph (b) hereof shall be considered in
n



determining oompliance with the surrender obligations of paragraphs
(¢), (4) and (e) hereof and further agreed that any one surrender
(voluntary or otherwise) can consist of not more than four (4)
blocks generally of rectangular shape, each block comprised of
at least one thousand (1,000) square kilometres provided %hat if
more than one block is so surrendered they need not be contiguous
to one another.
() On any surrender by the Company or termination by the
Government the Company shall have the right, within a period of
one (1) year from such surrender or termination to remove and dispose
of all movable property located on or used in connection with the
lands subject to the surrender or" termlnutlon.

Aﬁﬁ'xcw VI

ACTIVITIPS PRIOR TO COMMTRCIu

(a)’ The Company shall promptly after the Effective Date of this
lLgreement and subggctztovits rights of surrender commence and
diligently pursue ;Hécconduct of the Vork Programme in the Subject
Area referred to in Schedule "B". The Work Programme and time limits,
mutually drawn up by the perties, are attached hereto as Schedule "B"
and by reference the same becomes an integral part of this Agreement.
(v) It is agreed and understood that the commitments under
Schedule "B" arve firm until surrendexr of all of the Subject Area or
termination and all commitments thereunder for work to be performed
prior to surrender or termination must, to the extent only of any
deficiency in the Stage involved, be paid by the Company to the
Government or spent elsewhere in Bthiopia where the Company may

be carrying on mining operations or exploration activities if the
Government so agrees.

(e) The Government may, by giving siity (60) days prior written
notice terminate this Agreement if the Company for reasons other

than Force Majeure fails to act thin the time limits specified

"
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in Schedule "B"; provided, however, that the Government méy at its
owvn option agree that the Company retain its rights and ﬁrivilegeS'
under the Agreement, if the Company pays a penalty to the Government
at the following rates:

D) Twelve percent (12%) of the sum unexpended per month
for the first three (3) months of delay;

(2) Fifteen percent (15%) of the swy1 unexpended including
: the penalty of twelve percent (12%) per month for the
next three (3) months;
- (3) Twenty percent (20%) of the su unexpended including the

penalty of fifteen percent (15%) per month thereafter,
unless the Government decides. otherwise.

. ARTTCIE VIL.

MAMGEI@_NE -.:cF:;"bbEﬁAéIONS
(a) The Comparny willpééégiéx%hat a representative of the Govern-
ﬁent designated ;nmwéééigé.;ay attend meetings of the Board of
Directors of theaEtﬁiopian Company. Such Governnont representative
ghall have no voting rights and shall keep confidential all
information, secrets and data of the Company, its assets, operations
and prospects.
(b) = The Company, subject to paragraph (c)‘hereof, gshall have
full and effective control and managenentof all matters relating
to the operation of the project including the production and
marketing of its products in accordance with sound, long-term policies
and without prejudice to the provisions of the Mining Proclamation.
The Company may make expansions, modifications, improvemeﬁts and
replacements of the project facilities, and may add new facilities,
as the Comﬁany ghall consider it necessary for the opexration of
the project or to provide gservices or to carry on activities ancillary
or incidental to the project. 4ll such expansions, modifications,
improvements, replacements and additions shall be considered pax?t

of the project facilities. 52



b(c) The Company shall exercise these prerogatives in gqod faith
with the objective of realising the maximum profits conesistent
with good production, engineering and business practices. The
Company shall employ in the said operationa modexn produotlon
techniquee end methods determined by the Company to be oonsietent
withe

(1) the size of the deposits of petroleum discovered, end

(2) the most occonomical production of the petroleun discovered.
The Compan& will oxercise its best efforts and. diligence in the
solection of production techniques and methodn to avoid any waste
of petroleum and 1f, after the Date of Coﬁmencement of Opérations
produotion for any year 1s oxpected to be loss than twonty percent
(20%) of production capacity ;;¥ reaeons other than Force Majeure,

the Company shall 1nf0rm ﬁhe Government of the reasons therefor.

ARTIGLE VIII
o ‘ FINANC NG

The Company'nhall, subject to the terms hereof, have the
the terms on which tho said financing shall be obtained, including
the extent to which the financing shall be accoﬁpliahed in accordance
with the ourrent money market conditions through the issuance of
shares ox through borrowing. It is rocognised that it may be |
neoessary or dosirable to obtain financing or finanoing guarantoes,
or both, from international and foreign national finenocing
inptitutions, private financial institutions or other enterprises.
The Government undertakes to cooperate with the Company to
facilitato the finaneing of the project innofrr ne and provided
that the texms of the financing agreement have the congent and
approval of the Govornment and the Bank, In the event that an
agreement or investment guarantees ghould be concluded between
the Govexmment of the Empire of Ethiopia and the Government of

(or other oountry designated by the Company-
33




unlees ‘the Government on grounaé oi nacional interest cbjects sneretoy
in the future, the Government shall use its besgt efforts in good
faith to facilitate obtaining any approval required for such |
guarantees Further the Governmegt shall undertake to fagilitate,

in accordance with the IExchange Control Laws of,Ethiopia; the

repayment of all loans that the Company may have incurred for the

purpose of financing operations.
ARTICLE XIX

ROYALTY AND VALUE

(a) The Company shall pay to the Government a royalty of twelve
and one half percent (124%) of the Wellhead Value of the petroleum
produced, either in kind or in cash, at the option of the Government,
(v) The "Wellhead Value" of the petroleum.for the purposes of
assegsing Government royalty under th;s Agreement, vhether it is
taken in cash or 1n klnd, shall be computed as follows:

Sales to 1ndependent'buyers and affiliates shall be

taken into aocouht -an the basis of Market Value as
defined in, Artlcle II(h) hereof.,

(c) ~ TFor the purpoéé'of this Agreement:

(1) "Wellhead Value" of natural gas shall mean the gross sales
received by the Company from sales of natural gas delivered
to a plant or other purchaser less Permissive Deductione:

(2) "Wellhead Value" of crude oil shall mean the gross sales
received by the Company from sales of crude oil which shall
be étated in the then effective price notice furnished by
the Company to the Government‘less Permigsive Deductions:

(3) "Posted Price" shall mean the f.o.b. prices published by
the Government in consultation with the Company fof each
grade, gravity and quality of;petroleum offered for sale
to buyers generally for export at the relevant point of
export in Ethiopia, which price shall be a price established
with due regard to any other prices for petroleum of
comparable grade, gravity and quality and having regard

to geographical locationa: L
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(4) "Permisgive Deducvions” gnoil mean coste and expenses of
all kinds incurred in transporting petroleunm, crude oil or
natural gas from the point of production to the point of
‘sale; in processing, otherwise treating or making marketable
or_storing petroleum, crude oil or netural gas prior to the
point of sale; of thevkind referred to in‘subparagraph (3)
of Article II(i}Aif terms of sale are ce.i.f. foréign ports
or incurred in mining operations after the point of
pioduction; or otﬁerwise incurred prior to the point of
sale, it béing the intention that from gféss eales.reéeivéd
there be deducted all costs and prcnées incurred beyond
the wollheod where produced anﬁfpyior to sele in arviving at

the true Wellhoad Value ... i

(d) If a difference ariaos betweeﬁ the-partleﬁ concerning the
determination of Posted Prioca or Wellhgud Valuo which cannot be
golved by mutual a?reement, such prlcea and/or value shall be
determined by arbltration ae prov1ded for in Article XX hereunder.
(e) Except as otherwxee pr0V1de in Article X hexecof, all
royalty shall be pqyable in cash in acceptable curxrency and shall
be calculated and paid on a calendar month basis, and payment
thereof shall be made not later than the first (1et) day of the
second (2nd) calendar month following that during which the
petroleum on which ouch royalty is payable is delivered to the
purchagexr or otheor taker.

(£) The Company shall. perform all measurement of petroleum in
puch manner, solected by the Company, but elways consistent with
sound potbtroloum industry practices.

(e) In the, event of the Mining Operations under this Agreement
entailing the segrogation of petroleum of differont quality and/or
grade, and in the event of the Company and the Government not
othorwise agreeing, the Government's royalty shell bo computed
separately on each grade of petroleum produced and sogrogated during
the particular period for which the royslty is computed being on

gross sales received less Permisaive Neductions.
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(h) Vo rovalty shall fe paic with respect to petroleum used by
the Company in the course of its operations hereunder or re-introduced

into petroleum deposits or lost or not used in any way.

ARTICLE X
BOYALTY IN KIND AND GOVERNMENT PURCHASES OF PETROLEUM

V(a) Ninety (90) days prioxr to the heginning of each calendar
quarter, commencing with the first quarter during which the Company
expects to produce petroleum from the Subject firea, the Company
shall notify the Go?ernment in writing (herein called "Quantity
Notices") of the approximate quantity of petroleum which the Company
intends to produce from the Subgect Area.é;;lng such ‘calendar
quarter. VWithin th’ iy (30) daya aftér 1ts reeeipt of each uantlty
Notice, the Government shall have the rlght? by notﬂce given to the
Company in writing (hereln ca31ed "aceeptance Notice") to select

to receive a quantity of petvoleum from the Company daring such
calendar quarter, ] ' ;

(v) Failure by tﬂ‘e..Gi;{remment to furnish the Company with an
Lcceptance Notice with respect to any calendar quarter within the
aforesaid thirty (30) day period, shall crastitute a waiver by the
Government of any rigﬁts to receive any petroleum produced by the
Company from the Subject Area during such quarter. In such event,
all royalty attributable to such calendar quarter shall be payable
in cash, and shall be paid monthly, as provided in paragraph (e)

of Article IX hereof.

(c) The quantity of petroleum stated, or deemed to be stated, as
provided in paragraph (a) of this Article, in each Acceptance Notice
(hereinafter called "Government Share") shall constitute either
royalty in kind oi & combination of royalty in kind and petroleum
purchased for cash from the Company by the Government, depending upon
the total quantity of petroleum actually produced and saved by the

Company from the Subject Area during the calendar quarter to which
Z6



the paid Acceptance Notice related (hereinafter called Total

Prodﬁction, it being understood that Crude 0il Total Production

means Total Production of crude oil and H#aisral Gas Total Production

means Tofal Production of natural gas) as follows:

(1) To the extent that the Government Share does not éxceed
twolve and one half percént (12%455) of the Total Production,
such Government Share shall constitute royalty in kind.

(2) If and to the extent that such Governmént Share exceed
twelve and one half peicent (12%%%) of the Total Pro&uctioﬁ,
guch excess shall represent the quantity to be purchased
by the Government from the Company for such calendar quarter,
provided, however, that the exerclse of such right by the
Government to take more than twelve and one half percent
(12%%) of the Total Productlon shall not prevent the
Company from performlng contracts for the sale of petroleum

_ already oonclu@%@t:”ii -

(3)  If and to the %xtégi that such Government Share is less than
twelve and ‘otio half percent (124%) of the Total Production,
such deficiency shall be payable by the Company to the
Government as a cash royalty, payable within fifteen (15)
days after the end of such calendar qﬁarter.

(4) During each calendar quarter for which the Government haé
furnished an Acceptance Notice in accordance with the
provisions of paragraph (a) above, the Company shall delivex
the Government Share to the Government at such reasonably
uniform weekly rate as the Government shall requests

(a) All purchases of petroleum by the Government from the Company

shall be f.o.b. the field of production. The purchase price thereof

shall be in United States dollars or other convertible currency and

in amount egual to the Market Value (as defined in Article II(h)

hercof) of such petroleum and shall be payable within thirty (30) daye

of the Compﬂny's presentation to the Government of an invoice

7
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(e) The Govérnment may pay the aforesaid purchasc priée in
Ethiopian currency to the extent that the Company then has need of
such currency to discharge anyfobligation to the Government under
this Agreement, notwithstanding that the terms hereof wquld otherwise
contemplaté paynent to the Goverhment in acceptable currency, it
being agreed that the COmpany may at any time thercafter (applying
the same rate of exchange as that used by the Government in

' effectlng each such payment) use such currency to dlscharge any
obligations to the Government arising under this Agreement,
notwithstanding that the terms hereof would otherwise contemplate
payment in an acceptable currency. E{:@'

(f)  The Company shall provzae storage of crude 0il constltutlng
the Government Share. Sueh Jtorage may be provxded at uny reagonable
pl?ce or places w1th1n oF w1thout the Subaect Area as may be

selected by the Company. The Government shall pay wnd/or reimburse

+the Company for dlrect and reasonable indirect costs incurred in such

.....

productlon to such place of storage. Such poyment shall be due
thi-ty (30) days after the presentation of the invoice to thei
Government by the Company.

(g) Title and =1l risk of loss with respect to the Government
Share shall pass o the Government at such time and place as is
designated by the Company in writing to the Government, and delivexry
ghall be deemed effectcd at said time and place; provided, however,
that nothing herein shali constitute = waiver by the Government of
any rights which it might otherwise have against the Company in the
event of the Company's negligent loss of the Government Share
subsequent to the time at which title and risk of loss with respect
thereto pass to the Government. In the event that any insurance
coverage maintained by the Company shall cover the Government Share,

proceeds collected by the Compag¥8thereunder shall De cxedifed to



the Government to the extent same are payable by reason of:or are
attridbutable to caeﬁalty losses suffered by the Governﬁenf‘Share.
(n) The Company shall transport the Government Share from the
point or pointa of storage referred to in paragraph (£) of this
Article (or from the wellhead in case of natural gas) to such other
point or points within the.Empire of Ethiopia as the Government may
request, at such transportation charge as may for the purpose of
this paragraph be from time to time agreed in odvance by the Company
and the Government, but in no event shall such cﬁarge be lese than
the Company's reasonable direct and indirect oosts.

(1) Subject to paragreph (f) of thiéfﬁrticle, if at any time

the gquantity of Government Share then belng stored by the Company is,
in the Company's opinlon, 8o, large a8 to rlsk an adverse effect upon
the Company!'s orderly productlon or export 0peratlons, the Company
may notify the Government and request the Government to Tremove

physically such quantltJ of chernment Share as the Company regards

Agreement, be entitled to take such action (including but not
limited to the “-rrowing of the Govermment Share, subject only to an
obligation with reasonable prompiness to repay in kind or to sell
same and account for royalty on the basis of price received) as may
be necessary or desirable to avoid or reduce the risk of adverse

effect upon the Company's orderly operations as aforesaid.

ARTICLE XI

TAXATION
(a) Further to the other payments contemplated under Articles
IX, X and XII, the Cempany shall be liable to pay all income taxes
or taxes imposed orn income or measued by iﬁcome whether presently in
force or hexeinafter imposed by law, sn the same terms and

conditions as other traders or bus



(b)

The rate of income tax to be assessed and paid in respect

to income derived by the Company from Operations under this

Agreenent ghall be fifty-one percent (51%) of the Taxable Inconme

derived therefrom.

(¢)(1) Notwithstanding the provisions of paragraph (b) preceding,

(2)

(a)

if the total of.Eligible Taxes as hereinafter prescribed
together with income tax payable in any fiscal year, shall
exceed fifty-one percent (51%) of the Taxable Income in
that year; then the amount of income tax so payable shall

be reduced and remitted so that the total of such payments

......

Taxable Income.
If, noththstanding the complete rem1531on of income tax
under the prQV191ons of the prev1ous paragraph, the total

payment to the Govexnment by way of income and Eligible

.....

may be carried forward and deducted in any subsequent year
against any future liebility of the Company in respect of
incone tax or any other Eligible Taxes or indebtedness to
the Government arising in respect of the said Agreement,

but not against any liability in respect of royalty and rent.

For the purposes of this Article "Eligible Taxes" shall be

any and all taxes and fiscal charges levied on the Company with

the exception of:

(+)
(2)

(3)

Income taxes as described in paragraph (b) preceding;
Taxes on salaries or other compensation of employees and
vhich the Company has been required to withhold by law;
Stamp duties and charges, imposts and duties for which

the Company may become liable under Article XIX hereof;
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(4) Vige and other immigration and registration fees;

(5) . Taxes, licence fees and other charges pgrtaining to the
regigstration oxr operatlon of the business organization's
vehicles, aircraft, vessels and such other facilities and

services for which registration ox licensing is requiwed DY laws
(6) Taxes payable upon the local purchase or acquisibion by

the Company of goods, materials, gsupplies, equipment and
gervices;

(7 Fees and charges which may be levied by.the Governmént in
accordance with law in respecf of the provision or consumption
of any public sexrvice ox f?clllty, and ; |

(8)  RBoyalty and ront payablé"'imdér Artlcles IX and XIILs

Provided always that o " o '_ .

(1) the peyment set out in subparagr?phs (1) and (2) precedlng
shall not bo con51dercd ap Deductlble Coste;

(i1)  the payments and éhérges set out in subparagraphs (3)
Deductlblu.aosts; but

(iii) in no event shall the payments under paragraphs (2) through
(8) be construed as payments towards the fifty-one percent

(51%) peyeble by the Company to the Government as provided herein

above. sm s
(e) For purposes of assessing the liability of the Conpany to

income tax pursuant to paragraph (vb) above, the Taxable Income of
the Company shall be the Gross Income accruing to the Company in
that year less the following deductions, all determined in accordance
with generally accepted accounting principles applied on 2 congistent

basis:
(1) Deductible Costs as hereinafter specified in paragraph (£)

for such fiscal year;
(2) Deductions due in respect of such fiscal year by way of
depreciation or amortisation of ¢apital or precommencement

expenditure as hereinafter snecified in parasraph (g):
T



alweys provided that the same are in lieu of and not in addition

to the deductions allowed to corporations under Ethiopian Income .

Tax Laws and Regulations issued thereunder as- gupplemented and/or

anended, and further provided that in no event shall deduotionsv

be greater than costs actually incurred and that: .

(1) all deductions are fairly, properly, exclusively and
necessarily incurred and directed towards or attributable
to the earning of Gross Income;

(ii) all activities with affiliates are conducted at arm's
length as defined in Article II hereof; and

(iii) no item or expense is deducted from Gross Income more thanoncer

.....

(f) Deductible Cogts in any flSle yoar sh911 include the

following, belng attrlbutable %o th t year.zy i

(1) 411 Operatlng {Explorﬂtlon nd Mlnlng) Costs as defined
herein 1nclud1ng for thls purpose the cost of equipment or

machinexry used therefor whlch has an estimated useful life

.....

Ethloplan ollars (Eth.$5 000) (the costs of other equlpment
and machinery so used shall be recovered through depreciation
as provided in paragraph (g));

(2) All losses actually susteined and cﬁarged off during the
figcal year (including but not limited to casualty losses,
logsges upon the sale or other disposition of property and
lossen on account of bad debts) to the extent that they are
not compensated by insurance ox otherwise;

(3) All costs of transporting the petrolcum from the Subject

Area to the processing plant or refinery and/or the placeof sale;
(4 411l security and communication costs including, without

limitation to, police and other security charges, postal
charges, cable charges, radiogram charges, telegram and
tele~typewriter charges incurred solely in connection with

Crerotions herzundors
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(5)

(6)

(1)

(8)

(&)

Interest pald on loan funds borrowed from abroad prov1ded

that the loan agreement has been gubmitted to and approved

by the Governments;

Interest paid on loan funde borrowed in Ethiopia -to the
extént and subject to fhe conditions prescribed in the
Income Tax Prociamation and Regulations;
Lospes incurred during any of the five (5) proceding years
(such logses being in cxcess of the dcductxonv sp001flod
herein and in paragraph (g) over Gross Income) to the extent
that such losses have not been deducted in any prior year
on years;
Taxes, rent znd roygltV'ﬁﬁla by the Qompanj within the
Tex Year to tho Goyernment or unv polltlcal subd1v181on
thereof (obher than'income tmxes nnd Bligible Texes, as
described in paragraphs (a), (b) and (a) of this Article,
and any penwlbies '“d interest on taxes) including, butb

not llmlted to;“all chargos referrcd to in subparagraphs
(3) througﬁmke) of paragraph (&) above, as well as levies
of any naturc whatgoever for highwayo, developnent, |

education, hecalth, water oxr utilitics az may be provided

from time to time.

Depreciation and amortisation shall include eligible

deductions duc in any fiscal year on account of the depreciation

or writing off of capital or expenditures previously incuryed by

the Company, until the same have been fully depreciated and

amoxrtisnd, ~e providad below, viz:

(1)

On 21l Exploretion Costs incurred aftor the Effective Date
and prior to the seventh (7th) year following the Date
of Commencement of Operations at such rate as the Company

wmay from time to time choose, not exceeding the following:
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(ii4)

(iv)

(v)

in the first (1st) year following the Date of
Conmcncement of Operations twenly nercent (209%)

of such costs incurred prior to the end of such year;
in the second (2nd) year following the Dgté of
Commencenment of Operations that amount of such costs
which rééults when the sua of all such costs
incurred prior to such year and not theretofore
deducted and 2ll such costs incurred in that year

is divided by six (6); ; '

in the *third (3rd) year following the Date of
Commencement of Operaf;@nﬂ that amount of such costs
which results wﬁen thc suin of wll guch coats incurred
prlor to Such year and nat therebofore deducted and

Qll such éosts 1neurred in that year is dzv;ded by
five (5), x=_:lf1“j.x
in Lhe £0u“th (4th) year following the Date of
costs which results when the sum of all such costis
incurred prior to such year and not theretofore
deducted and all such costs incurred in that year
ig divided by four (4);
in the fifth (5th) year following the Date of
Comnencement of Operations that amount of such costs
which results when the sum of 211 such costs incurred
prior to such year and not theretofore deducted

¢ 211 such costs incurred in that year is divided
by three (3);
ir the sixth (6th) year following the Date of
Conmencement of Operations that amount of guch costs
which megults when the sum of all such costs incurred
prior o such year and not theretofore d@dudfed and
a1l g1ch costs incurred in that year is dmv;dnd

bl
vy two (2):



(2)

(3)

(4)

Tn the seventh (7th) year following the Date of Cdmmencement

of Operations and all years subsequent thereto all

‘Exploration Costs incurred during the tax year involved

_and all Exploration Costs incurred in year prior to the

tax year involved not theretofore deducted, or such parts

thereof as the Cdmpany may choose:

On expenditure incurred by the Company for the extension,

prolongation or improvement of the life of an exisfing

Mining Opcration at the rate of fifteenbpercent (15%)

of cost per annum, provided always that such expenditure

hag obtained the prior written approval of the Govermment

and provided further th?t,‘ " |

(i) the coulpment and/or maehlnezy ecqulred is not a
seoondhand asset, gnless otherwise agreed by the
parties, . ke

(ii) the equiﬁﬁéﬁ% aﬁd/or machinery is not disposed
of 1n “tHe next five (5) years from the date it 1is

broubht into use in the Subject Area;

(iii)  the equipment and/or machinery does not become

obsolote or useless for the next three (3) years
from the date that such equipment or machinery is
brought into use; and

(iv) the funds for the acquisition of the machinery
and/or equipment are not borrowed funds unless the
Minister otherwise agreces;

for the purpose of this subparagraph "Existing Mining

Operations" shall mean any Mining Operation after operations

have been commenced thereat ~ the depreciation or writing

- off of any erpenditure incurred prior to that date shall

begin on the date that such Mining Opeiwtion commences
On al)l plant and machinery an annual rate of sixteen percent
(16%) for the first year and twelve percent (i12%) for the

following years: 4o



(5)

(6)

(1)

(n)

On buildings and facilities thexein {other than plant

and machinery) en annual rate of five percent (5%) ¢

On aircraft, vessels and motor vehicles an annual rate

of twenty percent (20%):

On all other physical assets an annual rate in aéoordance
with the provisibhs of the Ethiopian Income Tax Regulations,
unless a special rate of depreciation is mutually agreed
upon. |

Notwithstanding the provisions of the preceding sections,

if the Company shall at any time recover by way of compensation,

insurance money, sale or otherwise, aﬁ& part or the whole of any .

expenditure which has been deducted, GGPIGCthed or written off

for tax purposes, the amounﬁ of such recovery shall be brought t>

account and trea ted as anome for t x puxposes in the yoar in

which it accrues.

(1)

Any deducﬁféhgufér payments to affiliates shall be shown

to the satisfactiaﬁ of the Government to be fair and reasonable

and not greater than the amount that would have been paid %o an

independent party.

(3)

Nothing in this Article shall be taken as permitting the

deduction of the following items of expenditure in determining the

Company'e net profitss

(1)

(2)
(3)

Penalties peid or any sum forfeited under this Agrecment

or any law from time to time in force in the Empire of
Ethiopia or any political gubdivision thercof;

Foreign taxation paid on income from sources within Ethiopias;
Rents or loasing charges paid to affiliates for properties
or facilities located in or outside the Bmpire of Ethiopiae

unless previously approved by the Minister;

be



(4) Sales commissions or other payments of & similarAhature
to an affiliate for the sale of the petroleum tomother
affiliates.
(k), No withholding or other taxes shall be levied on the following
payments effected by the Ethiopian Company to the Company or »
other personé, firmsg or corporations resident abroad 'in respect ofs-
(1) Tnterest and amortisation of loans approved under
Article VIII; |
(2) Dividends on shares of the Ethiopian Cémpany incorﬁdrated

under Article III.

xQWIFTF~XII

BONUS.PAYMENTS AND RﬁHT

(a) ©  The Compmny shall puy to, the Government in Unlted States
dollars or other acceptable currency after the Date of Commencement
-of Operations a 61ngléxpgyment by way of production bonus on the
following rates{“m::' ’

(1) When dail§”£roduction during the preceding month averages

nineteen thousand (19,000) barrels, a bonus of United States

dollars :

(2) When daily production during the preceding month averages

thirty-eight thousand (38,000) barrels a bonus of United

States dollars H
(3) Vhen daily production during the preceding month averages
geventy~-five thousand barrels a bonus of United States

dollars .

The amount thereof shall not be a Deductible Cost for the purpose

of calculating the Taxable Inccme of the Company.
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(b) The Company shall pay to the Covernment in United States
dollars or other acceptable currency during each year as”hereinaftér
provided starting from the first (1st) annivefsary of the Bffective
Date of this Agreement an annuél rent ;ayﬁhl in advance in
respect of the Subject Area held from time to time by the Company
at the following rates;. .
(1)  During the second (2nd) year after the Effective Date

of thie Agreement at the rate of Unitedetates dollers

for each square kilometre then

held by the Company;

(2) During the third (Brd) year after the Effective Date of

.....

for eaoh squar€ kilometre then

held by the. Gonpany, .
(3) During the fourth (ﬂth) year after the Effective Date of
this Agreement aﬁ the rate of United States dollars

for each squere kilometre then

; held by the Company:
(4) During the fifth (5th) year after the Bffective Date of
thie Agreement at the rate of United States dollars

for each square kilometre then

held by the Company;
(5) During the sixth (6th) year after the Effective Date of
this Agreement at the rate of United States dollars

for each square kilometre then

held by the Company;
(6) During the seventh(7th) and each subsequent year after the
Effective Date of this Agreement at the rate of Unitod States

dollars for each square

kilometre then held by ¢the Company.
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If Priét'to the commencement of any of the foregoing years, the'
Company has drilied ét least three (3) wells in the Subject.Area,
no further rental shall be due under thig Agreemeﬁt. If, prior

to the commencement of the eighth (8th) year (1) the Company has
not drilled atvleast'threé (3) wells in the Subject Area, or (ii)
the Date of Commencement of'0perations has not occurred, the annual
rental shall continue at the rate of United States dollars

for each square kilometre then held by the

Company .

ARTICLB XIII

GOV“ NﬂENT PARTICIBATION
(2) Commencing with’ the firet issue of any voting shares of the
Ethiopian Company to any pereon, flrm or corporation othexr than

RS

and/or 1te

respective affillates, and continuing thereafter with respect to

all subsequent issues of such shares, twenty-five percent (25%)

of each issue of such shares issued or proposed to be issued by

the Company shall first be offered in Ethiopian dollars to the
Government and/or its agents for subscription by the Government and/or
its agents for a period of four (4) months from the date of the
offering of such particular issue. The purchase price of the voting
shares subscribed to by the Government and/or its agents shall be

met out of:

49



(1) that part of the Company'!s profits to which the Governmant
would be entitled as a sharcholder; “
(2) royalties (in cash or in kind) acoruing to the Government
after subasoription;
(3) Ybonus and other amounts of all kinds accruing to the Government
herefindex;
(4) income and other taxes payable by the Company after such
subscription by the Government; '
and the Company may apply such amounts or proceedé realised tﬁerefrom
against such liability until fully satisfied,
(b) The obligation to keep available twenty-five poroent (25%%)
of each successive issue of voting shares for aubeorip+ion by the
Government and/or its agents far the correeponding four (4) month
period shall not be minima&eé”or affected by the fact that at the
date of any particular iesue of such.ahare the Government and/or its
agents are already ahareholders “of the Compony. The Company shall
submit quarterly reports to the Ministry of Mines of the number of
the Government and/or its agents, the number of voting shares subscribed
by the Government and/or ite agents, the number of voting share
remaining unsubscribed at the end of the corresponding four (4) month
period and the number subsequently disposed of.
(¢) Nothing herein shall:
(1) prohibit issuance of non-voting shares with preferences as
to dividends and capital, always provided that such non-voiing

preferred shares are redeemable for cash at the sole election

of the Company; ox



(2)  1limit the type and number of authorised shares of the
Company; or A

(3) 1imit the transferability of issued shares.

(a) The price at which voting shares ghall be offered £or sale

to the Government and/or its agents shall be the book value of

the shares and Ethiopian dollars received in respect of sales

heveunder shall be convertible into United States dollars or ofher

acceptable convertible currencies for repatriation.

(e) = Vhen twenty-five percent (25%) of the voting shares of the

Ethiopian Company outstanding have been transferred to the Government

and/or its agents as provided in this Artiele, the Govermment and/or

its agents shall have the rlbht sa long a8 such percentage is so

held to nominate one quartw.

of the Lthiopian Company and afflllates of the Dthloplan Company

vho are shareholders wlll vote 1n waour of such nominees.

BEach holder of voﬁang shares of the Fthloplan Company shall

have the right to east oné vote for each share held on all matters

ARTICLE XIV
REFINERY

After the Date of Commencement of Operations the Company,
if requested by the Government, shall effect feasibility studies and,
if favourable, comstruct or cause to be constructed o refinery in
Ethiopia, provided that the Company need not construct a refinery
if the local regional market conditions and prices, supply conditions
and prices, cost of labour, equipment and materials, cost and
~availability of financing oxr any other factor or matter would not
make the refinery operation a profitable and economic refinexry

operation or investment.
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Ao AV

IMMIGRATION AND EMISRATION
The Government shall, in accordance with law, cause to be
issued to persons designated by the Company for the perfoimance -
of Operations contemplated or permitted by this Agreemeht, and to
their dependents, such visas, work pernits and other documentation
as may be required for free access to and exist from the Empire
- of Bthiopia and for the perfoimance of such Operations under

this Agreement.

ARTICLE XVI

PATMENTS AND FGBEifﬂ EYC?ANGE

(a) It is contemplated that the foremgn exchange requlrements
to establish and operate the Operatlons w111 require little or no
need to transfexr PthioPLan dollaru into foreign currency and that
_generally all of the domestlc costs of the operationg will be
met through converglon 1nto Ethiopian dollars of freely converticle
foreign currenoy dbtalned by the Company from sources outside of |
Ethiopia.
(b) Tn order to keep the Government and the Exchange Control
authorities informed of its prospectife and actual foreign. exchange
transactions the Company shall inform the Government and the Bank
in writing and in such form and detail as the Government or the
Bank may request:
(1) 0f the location of the Company's bank accounts in

Ethiopia and abroad, which latter (that is external)

accounts shall be opened in banks approved by the

National Bank of Ethiopiaj;
(2) Annually, before the commencement of each figcal year,

of the Company's estimated receipts and disbursements

of foreign exchange by principal headings during that

year {(which st ent nay be amended from time to time

52

if this appears necnssary);



(3) Quarterly, within thirty (30) days of the end of each
guarter, of‘the Company's actual receipts and disbursements
of foreign exchange by principal headings during the
‘preceding quarter.

(c) Subject to compliance with paragraph (b) and all relevant

foreign exchange regulétions, and to the deposit with-the Bank

of copies of this Agreement and all foreign loan contracts as

- approved by the Government and the Bank, the Company shall be

entitled to purchese for payment abroad, to the same that same

cannot be covered by or purchased with its current and prospective

resources of foreign cxchange, the fﬁiéign currencies noeded in
pursuance of the Operations undbr this Agreement and to poy for

goods and services acqulred'abroad, servlce (interest and amortisation)

of external debt,. and leldendS payablé on the Ethiopian Company's»

shares held abrouu. i ' o

(d) Subject to“%he Company making payments to the Government

when due for royalty, rent, income and othexr taxes ag well as other

‘payments contenplated by this Agreement, and subject to compliance

with paragraphe (b) and (c) above, the Company may retain abroad

temporarily the proceeds of forxeign capital raised by way of
equity shares or loans borrowed abroad, and of foreign sales of
petroleun, to the extent that these aro foreacen to be required

to meet its current obligations under paragraph (c) above,

(e) A11 puyments contemplated under thic Agreement shall be

made in acceptable currency, unless the Government consents

otherwise. Payments shall be effectcd by the Company depositing.
the same in the Banl (or such other bank within the Bmpire of

Ethiopia as the Government may designate) for the account of the

Government.



(£) Every expatriate employee of the Company, being employed

and residing in BEthiopia in pursuance of the provisions“of this

Agreement, shall be entitled to remit to his home country oxr the

country of which he is a citigzens

(1) Up to thirty-five percent (35%) each month of the net
’salary after tax received by him in Fthiopia; plus

(2) On approval by the Bank any additional sums payable out
of his salary received in BEthiopia, as may be required
to meet ingurance premia, maintenance of dependenté,
tuition and other costs for his children incurred abroad;

(3) On taimination of his employméﬁt'in Ethiopia such sums &g
he can show to have been reasonably accumulated by way
of savings from hlﬁ amlary recelved xn Fthlopla or from
the dlsposal (subgect to the prOV191ons of this Agreement)
of movable property owned in Ethlopla.

(&) Lixcept as otherwnse prov1ded herein, the Exchange Control

shall apply to the Company's Operations hereunder. In any foreign
exchange transaction arising out of this Agreement the Compeny

and its employées shall be entitled to the xelevent exchange
facilities, retes and charges on no less favourable terms than

those which are currently applied in respect of similar transactions

with other nining operations or the general public.

ARTICLE TVit

‘EMPLOYMENT AND TRAINING OF ETHIQPIAN PERSONNEL AND EMPLOYGE BENEFITOS

(2) The Company shall employ Ethiopian Nutionals in the various
phases of its activities to the maximum extent possible and shall
to this end educate, train and give experience to msame in the
various branches (both technical and administrative) of the

petroleum industry, it being understood that the Companyishallz
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(1)  Always give priority in employment to Ethiopian Nationals
possessing’the requisite qualifications;

(2) Give equal treatment, facilities and opportunities to all
employees in the same job classificatibn regardléss of
nationality; ‘

(3) Cooperate in prbgiammes of grants to educationel institutions.
in Ethiopia, after the Date of Commencement of Operations.

) The Compeny shall furnish such free medical care to all its

employeea and all Government officials employed in the Opérations

Ares as is reasonably adequate and after the Date of Commencement

of Operations shall cestablish, s*afﬂiﬁhﬁ’maintain o, dispensaXy,

clinic or hospital which shall Be reasonably adequate under the
circumstances. Prov1de& however, that whenever the Company
employs more than.two huﬂared and flfty (?50) employees in any
one region, it shall malntaln a &lspensary or hospital headed by

‘a medical director. .- ZQT:PE

(e) After th@uiégé"ﬁk Commencement of Operations, the Company

shall provide, féé; of charge, primaxry and gecondary school

education for children of all employees residing in or around

the Subject Area, if and when there is no school or a shortage of

schools. Rules, regulations and standards estoblished by the

Ministry of Education shall be gtrictly observed.

ARTICLE XVIII

PROMOTION OF NATIONAL INTERESTS

(a) In the conduct of its activities under this Agreement the
Conpany and its contractors and subéontractors ghell utilise
Ethiopian gorvices, materials produced from Ethiopian gources,
and products manufactured in Ethiopia to the extent that such
gervices, matérials and products are available on competitive

terms, delivery, availability %f parts and quantity basise
55 ’
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(b) To maximise the regional economic 2id and social benefité

which the Operatiéns can generate, the Company will also:

(V) Coordinate all of its studies of ‘the Operations' infra-
atructure requirements with local and regional iﬁfrastructuro
gtudies undertaken by the Governmont and intercsted locel,

| foreign and intérnational public and private entitiesn,
with 2 view towaxrds the intepration of the infrastructﬁre
of the Company with that of tho region° 7

(2) Agsist and advise the Government in itse planning ofﬁthe
infrastructure and regional dovelopment which the Company
may deem useful to the Opern»lons and bo the erlsting and

.....

Operntionge.

Rﬁibi}E 4 ¥TX

TMPORTS, DISPOSﬁL AND EXPRTS OF PROPERTY AND PRODUCTS

o

(a) Tho Company, far itaelf, its contractors and subcontractors,
shall be entitled”;o import into the Empire of Ethiopia any snd
all drilling, geological, geophysical, production, refining,
processing, transportation and other machinery and equipment
useful in the Mining or Exploration Opexrations, including aircraft,
vesszels, vehicles and other tranpportation equipment and parts
therefor (other than sedan cars and fuel therefor), fuels,
chemicels, lubricants, films, geismic tapcs, house-trailors,
office~trailers, disasseubled prefabricated structures and other
property of any kind or neture free of inpoxrt taxes, charges,
duties, levies and imposts of any kind, provided always thats
D) )11 the items are wholly and exclugively destined for

use in the Oporations hercunder and are imported into

Ethiopia in the name of or consigned to the Company ;
(2) That similar goods of fairly equal quality, delivery,

parts availability and pgfge arye not being produced in

Ethiopia;



(3} Mo building whruoturoe ox othex consiwuoiion mateavials
mey be imported for use in the construotion of offidee
or living quartere except prefabricetod structuxes, or
guch other meterials as are not included in the proceding
gubparagraph; »

(4) Foodstuffes, bovercges, tobaoco products, toilet axticles,
and clothing, impoxted by the Company and destined fox
personel use and consumption by its personnal, shall not
be exempted from any duty except, as regards clothing and :
pimilaxr goods, where ithe principal use of suoh items shall
be of a apecialised characver relevant to the Mining
Operations end wvhioch have been: apgxovod a8 guoh fox duty-free
importation by the Government.- - : .

(b) The Government shall have the right bo vorify Yuat any iltems

imported meet the nonditlone eet forth in paragraph (a) ebove.

The Government ahail enaure BN adequate prooedure to expedite the

~ admission and olearanoe by Customs of all impoxte deetined exclusively

for use in the Opergtggns ‘hereunder and Governmental verification

of such use. o

(o) It is agreed and understood by the parties hexeto that,

pubject to the provisions of paragraph (¢) hereunder, none of items

which have been imported free of taxes, oharges, duties, levies

and imposts pursuanti to paragraph (a) above shell be used in

operations other than those pernitted or contomplated by this

Agreement,

(a) The Company, for itself, its contractors end gpubcontractors,

shall have the right to re-export free of 211 taxes, charges,

duties, levies ox imposts of any kind or nature imposed in conneotion

with or collected at tho time of export, property whioh 1s no longe¥
roquired for use in the Operations carried out hereunder whioh wes
originally imported free of charges, taxes, dutien, levies and
imposte as provided in paragraph (a) above, as well as their othex

property on which duty was paid at the time of import, and shall
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8ipe have the right to dispose within the Eapire of Ethiopia of .
any property provided that, in the casc of property impérted undexr
import duty privileges as provided in pawragraph (a), 2ll taxes,
chargdé, duties, levies and imposts duc thereupon in accordance
with the law then in force shall firet be jaidm .

(e) The Company, for itse1f, its contractors and subcontractors, .
shall have the ri ght at any time, with the approval of the Minister,
to remove fron the Subject Area and transfer to any other arece or
zone in wvhich it mey be carrying on operations pursuant to any
agreement with the Governmment or any subdivieion thereof, any ox
all of its installations, machinery, egu1pment and facilities
without loss of wights granted bJ ﬁhis Artlcle.

(£) The Company sha‘l have the rlght to eXport from the Empire
of BLthiopisa, wibhouu restrictloﬂ and free of taxes, duties or obher
charges on such exports, all Qf the Compuny's petrolewa produced
under this Agreomont.ﬂ The-Governmen' shall engure an adeouate

#211 petroleum so exported.

() The Company may, for itself, its coniractors and subcontractors,
import personal and household goods and e¢ffects of employeec and
their families teking up residence in Ethiopia, within six (6)
months of their arrival, free of all taxes, charges, duties, levies
and imposts. Such employees shall have, in eddition to &ll other
rights recognised in Ethiopia with respect to such property, the
right to export same as well as any other property on which duty
was paid at the time of import, without payment of any taxeé.

charges, duties, levies or impostg,
ARTICLE XX

SETTLEMENT OF DISPUTRES

(a) If at any time during the continuance of thig Agreement or
thereafter, there shall be any quegtion or dispute with respect to
the construction, neaning or effect of this Agreement or arising

out of this Agreenent or concernggg‘the rights and obligations
w3 © .



hereunder, which cannot ve mubtuaiiy resolved by the parties within
aixty (60) deye, either party shall havo the right to vofex the
dispute to the International Centre for the Sottlement of
Investment Disputes by Conoiliation and Arbitration as hereinafter
provide@. Any of the parties to such dispute may oommenbe
conciliation oxr arbitration proceedings by giviﬁg notice to the
other party and to thé Secretary Genexral, Intornationél Contre for
the Settlement of Investment Disputes (including in such potice a
statement of the question or dispute and of the olaim ox ooptention

of the person giving notice).
(v) Ethiopian Law shall governthe conciliation and sgrbitration.

The place of conciliation and arbitration shall be in Addis Ababa

.....

be digeontinued, but if tho deoision or award recogniaes that a
comnplaint wes Justlfied, proviaion maj be made in tho award for

such reparation or oampene&tlon in ygeapoct of suoch continued

to be appropriate. In the event of a dispubte as to the Market Value

of petroleum (as definod in Artiocle II(j)) for the purpose of
taxation er payment by the Government for peotroleum purchased by it,
the Market Value ponding the arbitration determination shall be the
Pooted Price (as defined in Article IX hereof) of the petroleum
involved, and if tho arbitration award fixes a different value,
appropriate reparation or compensation in respeot thereof shall
forthwith be made, done or effeoted by the parties hereto and

provieion therofor may bo made in the award.
(a) The decision of the award of the arbitrator shall be final

and binding upon the parties to this Agroement and upon any person
who partiocipatod as a party in such arbitration procoedings, and
such a person ghall complay in good faith with the docision.

(e) Should the Intexrnational Centre for the Settlement of

Investment Disputes be xeplaced by, or its functions substantially
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devygive upOn or be trans.cired (o any new intermational body of
similar type and competence, the function of the Arbitration
Tribunal of the Intermational Centre for the Settlement of
Investment Disputes provided by this Article shall be exercised
by the chief officer of such intermational body without:further
agreement among the pariies.

(£) Toxr the purposoé of such convention, the partien to thié
‘ Agreement hereby agree that the Company shall be treatec ag a

national of or of such other counmry designated

by the Company, unless the Government on grounds of Natioaal Interest

objects thereto.

(g) If the services of the Cenvrc are unavailable to tle partles
to this Agreement, then suoh.ussettled d;sputﬂs ‘8hall be referred to
the International Chumbnr of Commerco io be aettlod under tle rules

of procedure of the Sald Chamber of Commerce.
R RTIGLB XXI :

.....

perfonrmace is duo to fires, flood, goneral strike or a lockout;
accident, epidonic, act of God, war, ingurrection, rioti, hostile actey
inability or delay in obtaining or transporting materials, equipment
or supplies; acts, orders, rules or regulations of governments othex
than the Government of Ethiopia; proven technical and commerczal
limitations of a nature of being insurmountable by the application

of reagonable diligence; or any other cause whether gimilar,
digsimilar, foreseen or unforeseen, which a pexrty, having token due
care, is unable to overcome by the excercigse of reasonable diligence
and at a reasqnable cost; and further withouvt limitation, but spplying
only to the Company, acts, rules ox regulations ox orders of the
Government or any public authority in Ethiopia or court which may
create delay despite good faith attempts +to comply, which causes are

referred to in this Agreement as causes or reasons of Force Majouxe.
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The time within vhich the party affected may do or perform any act
or thing shall be extended for a period cquivalent to the period
during which any of such Force Majeure causes- shall exipte

(v) Promptly, and in no event later than forty (40) days, after

‘ any of the said causes shall have commenced to operate and within

forty (40) days after any of the said causes shall have ceased to
operate, the party claiming benefit from this Article shall give the
other party notice of the fact that such cause has commenced to
operate and the date of such commencement, or such cessation, as the
case may be, unless by reason of the existence of such cause the
gsaid party is unable with reasonable dlligenoe to do so, in which
event the said notice shall be glven as soon as is permitted by the

exercise of reasonable dlklgence.

(e) The exlsterce 0f a cause speclf;e& in this Article shall not .

ocongtitute excuse for failure of performance unless said notice is
(d)v The partJ clalmlng suspension or excuse from performance of
its obligations ae aforesald shall promptly take appropriate measures
and precautions to remedy the cause and effect of Force Majeure
described in the said notice insofar as it is reasonably able to do
80 at no increased costs with a view to restoration of normal
conditions with a minimum of delay; provided that the torna. of
settlenent of any strike, lockout or othex industrial disturbance
ghall be wholly in the discretion of the party claiming suspension
or excuse hereunder by reason thereof; and that party ghall not be
required to accede to the demands of its opponents in any strike,
lockout, or industrial disturbance solely to :emedy promptly the
Force Majeure theregy constituted.

(e) No delay, omigsion or course of dealing by either party
shall be interpreted or construed without that party's ansent to

be a waiver of any right or acquiesence in any default.
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ARTICLE XXTI
AMENDMENTS
(a) except as is specifically provided in Article XXV hereof,
this Agreement may not be modified or amendedfexcept by written
agreement between the paxriies hereto.
(b) It is agreed and understood that the titles of the various -
Articles of the presené Agreement are for reasons of convenience only

anéd shall, herefore, in no way affect the constructlonthereof.
ARTICLE XXIIT

COVENANT OF PEACEFUL POSSESSION

The Government warrants that it has full ownership and property
rights in the Subject Area for the grpn ing of this Agreement and

for the exploration and productlon of petroleun, and sghall protect

the rightas of the Company ﬁo the'peaceful possession and quiet

enjoyment thereof.”“‘j: S R
' 3 ARTI("LE xxiv

CONTROLLING CALFNDAR

The Gregorlun Calendar shall be used and shall be the

.....

ARTICLF XXV

OFFICES AND NOTICES

(2) The Company shall establish and ma aintain an office in the
Empire of Ethiopia as may be necessary or convenient for carrying
out the Operations hereunder.

(b) A1l communications and notices required to be sent by one
part& hereto to the other shall be in writing in the English 1anguage
and shall be delivered in person or sent by mail (registered mail,
if available, with return receipt requested) with postage thereon
duly prepaid, or by telegraph or cable, o the address of such other
party as hereinafier is set out and shall be effective upon receipt;
provided, however, that any such communication or notice sent from
Ethiopia to a location in another country or from a location in
another country to Ethiopia shull be sent by cable and cqnfirmed

hall be addressed to the Government

by airmail letter. All notices sl
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Orv*he (Jompany¥, &0 bhe cage may bve a2t the addresses shoﬁn below
or to such other’éddresses as the addressee shall from time to time
specify by giving thirty (30) days priox notice thereof’to the
other party, in which case the Agreement shall be deemeQ amended
accordingiy.
T0: (GOVERNMENT )

H.B, the Minister of Mines,

Ministry of Mines of the Tmperial Ethiopian Government,

P.0. Box 486,
Addig Aboba, Ethiopia.

T0: (COMPANY)

ARTICLE XYVI

COVILNANT AGAIWQT ﬁﬁXMENm o COMMISSION

The Company and the Govﬁrnment rcspecmlvely covenant and
varrant the one ua the other that thcj‘huve not pnid, caused or

permltted to be D&lﬂ or prom;&ed to pay, and will not pay, cause

~or pernit to be puld ox premise to0 pay any commigsion or fee of

any nature whatsoever, whether in cash or in kind, or any person or
entity other than pe“sons in its full-time employ for sexvices
rendered s agent, ropresentative or intermediary in conmection with

the negotiations and conclusion of the making of this Agreement,

ARTICLE XXVIT

GOVERNING T4V

(2) This Agreement shall be governed by the laws of the Empire
of Bthiopia, including the Mining Proclamation of 1971 and Regulations
igsued thereunder, os such laws are set forth in duly adopted and
published legislation, and the Company shall in all its Operations
hereunder be entitled to the benefit of such laws; provided that
the rights and obligations of the parties specified herein shall

not be enlarged, reduced or otherwise modified by any future laws or
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regulations in force in the Empire oi BEthiopia, unless gsuch future
laws are laws or regulations relating to congervation dr ecologys
or standards of safety and working-conditions of a type and kind
consigtent with thoée then in force in the mining indugtry
throughout the world.

(v) Notwithstanding anything herein to the contrary, reference
in this Agreement to the Mining Proclamation shall mean the law
(including regulations) as it exists.on the Effective Date of this
Agreement with such future laws or regulations as quality under

paragraph (a) above. 3
ARTICLE XXVIII

TERMINA IOV
If during any consecutlve flve (5) ¥ear, period after the
third (3rd) year from the Effectlve Date of this Agreement &nd

prior to the Date of €Ommencement of Onerationa o well hzs not

been drilled on the Subaeot Area held by the Company, the

-Government may dellver to the Company a request to drill a well

(1) year perlod commencing with the date on which such request is
given, and if the drilling of a2 well is not commenced within such
one (1) year period and such delay is not occasioned by anything
included in Force Majeure, the Governmentvmay terninate this

Lgreement on tho first day following the cxpiration of such year

by giving written notice of such termination to the Company.
ARTICLE XXIX

ASSIGNMENT
The Company has the right from time to time, this Agreement
congtituting all required congent thereto, to:
(a) Assign from time to time to third persong, firms or
corporation an undivided interest in and fto its rights,
privileges and obligations hereunder covering al; of a

portion of the lands from time to time subject thereto;

&4



(v)

()

Sell, assign, transfgr, mortgage or otherwise dispose of

its rights, privileges and obligations hereunder to all

or any part of the Subject Lree to any person, fim oxr

corporation; and

Pernit the sale, assignment or other transfer of all or

a portion of the shares of capital ntock of the Ethiopian

Company, provided that:

(1)

(2)

(3)

(4)

The Company shall xzemain respongible for its
obligations hereunder (including under the Mining
Proclanation) on any such sale, assignnent, transfer

nortgage oxr othex dlSpOSltlon unless the Minister

.....

withheld;

* The consent of the Mlnlster referred to in paragraph

(1) hereof cannot be unreasonably withheld;

If the Mln%gter consents thereto (or withholds congent
unreasondbly) ‘the assignee shall be solely responsible
for the Company's obllgatlons hereunder (including
those under the Mining Proclanation) involving that
part of the Subject Area included in such sale,
assignnent, transfer or other digposition and, if
requested by the Company, such assignee and the
Governnent shall enter into an agreenent covering

such area on the terus hereof and such area shall,

for all purposes, be deleted from Schedule "A"

hereto and the Subject Area covered hereby réduced
accordingly.

The Minister may refuse consent to any sale,
agsignnent, transfer or other disposition if
recognition of such Assignee would be contrary to

the national interests of Ethiopia; and provided further

that 65



(3) No such comsent shall be required in the event of a sale,
reorganizétion or merger affecting all or substantially

all of the shares or assets of

(a) Asgign its obligations under Article XIV hereof.to any person,
firm or corporation upoh receipt, if the Minisgter qonsents theréto,‘
which consent cannot bec unreasonably withheld, and if the Minister
 consents thereto or unréasonabiy withholds such comsent, the
Assignee shall be solely responaible for the‘éompany's obiigations
hereunder, and if the Company requests the Government, it shall
enter into an Agreement with such ag@igﬁee on the terms of

Article XIV hereof. . R

T ARTICLE ¥XX©-h

| EFFECTIVE DATE
This Agreemenﬁ,{ﬁaﬁihg been initialled by representatives

of the Governmenﬁféﬁdntie Company, shall be subject to the approval

oeest

of the Council of Ministers of the Government, and the Pffective
Date of this Agreement shall be the date on which it has been signed

by the duly authorised representatives of the parties hereto.

IN VITNI'SS WHEREOF the party of the first part has executed
these presents ¢t the hand of the Minister and the party of the
second party ras affixed its corporate seal hexeto and the
authorised officer thereof has set his hand in the presence of the

respective sul'scribing witnesses.

IMPERIAL ETHIOPIAN GOVERNMENT
Witneeses
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SCHEDULE "B"

WORK PROGRAMME

Stage 13 P:eliminary geological and geophysical work

Stage 2: ‘Geophysical and seismic work to eatablish the
struoture pattern in the Subject Area

Stage 3: Drilling of a first test well and detailed-seismic

work

Stage 4: Additional exploration work subsequent to the sixth
year and prior to the Date of Commencement of
Operations

Stage 1: Start_to ¢ighteen {18) months from the Bffectlve Date

Within thirty (30) days of the Effeotive Date, the Company shall
gsend a senior geologist to Addis Ababa to oollect, collate and evaluate
all existing available data which 13 on open file in~the Mlnlstry of

Mines, and also obtain all other data from other eourcee to the extent

available to the Company. F0110w1ng on. from thls prellminary woﬁk

field parties will be sent 1nto the Subgect Area for further detailed
exploration and mapping by uee df aerlal photographs, air or landborne
magnetometer surveys or by other methods. A complete report covering
gll work done during this é;est stage shall be submitted to the Minister
of Mines by the Company before the end of the twenty-first (218%)

month from the Effective Date. Necessary preparation for work in the

seoond stage shall be commenced before the end of the twenty-firet(21st) month.

Btage 2: Twenty-one (21) months to thirty-three (33) months from the
Effective Date

reonising areas indicated by work done during Stage 1 shall be

| covered by other geophysical means, either gravity and/or seismic

methods., The geophysical interpretation should be carried on as:the
work progresses to the extent possible to the Company, including:
geological interpretation of the geophysical data. From the»preceding
work it is expected that promising targets for drilling will be
delineateds. A complete report covering all work done to the end of
Stage 2 shall be submitted to the Minister by the Company before the-

end of the thirty-fifth (35th) month.



“_fb)'mvﬁth from the Bffective iante

stoge. §'
On the assumption that the work in Stage 2 has delineated a
proaspective area then the Company shall mobilise o suitable drilling
rig to commence drilling the first test well before the end of the
forty~firet (41st) month. Such test well shall Dbe arilled o
nContract Depth" in order. to fully test all formations. TFor the
purposes of this Schedﬁle 1oontract Depth"” shall mean a depth of
tgn thousand (10,000) feet or such lesser depth if Pre-~Canbrian
basement or other unfav~urable lithological conditions are encountered,
which in the opinion of the Company db_not geologioally ox economically
warrant further drilling. A . |
If the first test well strlkes apparently econonic hydrocarbons,
then the Company shall commenoe withln a period o£ “three (3) months
the drilling of such additional welle as may be necessary to test

the field. In the event that the firat teot well doon not sttike

LI
ves

period of twelve (12)"months, unless otherwise agreed. During the
drilling of the first, and subsequent, test wells the Company shall
gubmit to the Minister of Mines copies of the "Morning Report" at
intervals not exceeding ome (1) week.

Stage 4: Additional exploration work subsequent to the sixth (6th)
year ond prior to the Date of Commencement of Operations_

During each two (2) year period following the sixth (6th) year
and prior to the Date of Commencement of Operations, the Company shall
expend not less than one million United States dollaxs (US$1,000,000)
for exploration provided the conditions envisaged in Artiele XII B
of this Agreement have not then oceurred, in which event, the Governnent
- ghall charge annual rentale of not more than five United gtates dollars
(Us$5) per square kilometre unless otherwise agreed to by both parties

after review of the results of the exploration operations to date.
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PERFFORMANCE BOND

KNOW ALL MEN BY THESE PRESENTS: that

nereinafter celled Principal,

NPT — — ,
and aa Suvety,

horeinafter called Surety, are held and firmly bound unto the Ministxy

of Mines, Imperial Ethiopian Government, Addis Ababa, as Obligee, in

the amount of

for the payment whereof Principal and Surety bind themselves, their
heirs, exeoutors, administrators, successors and assigns, Jointly and
severally, firmly by these presents.

VEEREAS, Prinoipal did undex dato of - i onter

into a Petroleum Agreement grante& by the Imperial Bthiopian Government
and in accordance with the terme of the sa;d Agreement, Principal is
obligated to expend on operatlone as &efined in Article II, sub-article

(1) of the Petroleum Agreemenx “the sum of Petroleum Agreement the

sum of USE. f 'E'm"' during Stage
~ as described in Schedule "B" of the said Agreement: |
NOW THEREFORE, the condition of this obligation is such, that if the

above bounden Principal shall expend the sum of USJ

under and subject to the texms of the Petroleum Agreement, then this
obligation shall be null and void, otherwise to remain in full force
and effect, |
WHEREAS, this bond shall run for a term of two years from the effeotive
date, any claim under this bond must be instituted within 120 days

of the completion of Stage of the Petroleun Agreement,

Signed, sealed and dated this _ day of

n the‘presence of's

P&inoipal

Surety 69




