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CABINET

Application for permission by Seagull/Denison and

Major Crude 0il for exploration rights for petroleum
in Guyana

MEMORANDUM BY THE CDE, MINISTER OF ENERGY AND NATURAL RESQURCES

Seagull Petroleun Limited is a small Company rsgistered
in the Urited States. The Company is a subsidiary of Denison Minss Ltd of
Canade. The Company's hesdquarters is located in the Bahamas. The original
propeasle of the Company was to conduct onshore and affshore seigmic

surveys of the Guyans coastal and offshore basin"at no cost to the Guyana

Goverment",

during Jyly, 1978
2. Two 0il experts of Seagull visited Guyana/(separate visifs, one

expert ata time) and reviewed the dats pertaining to oil exploration in the

country. i4bsequently, Seagull requested copies of ell the data dealing with

Bil exploraton in Guysna. This was ®greed upon. The Company leter had

most of the dita copted in Georgetown an€ had them transmitted to Houston,

Texas, the opantions Headquarters of Seagull,

Later te: Company applied for exploration/expoitsticn rightes over

11,550
part of the offehor ares - some .....8q. miles. However Seagull was

.

advised that its wom programms was toc limitsd for such s large area. Seagull

leter scaled down {ts arsa to 4390 ag. miles. i

4. On 2nd Apri), 1979 o Heads of Agreement was signed permitting \
!

Seagull to carry out exploration/exploitation in Guysns. Scagull'e work

programme was as follows:
st 'year - gather, review and re-interpret ail available

geological and ﬁeéphynicnl data pertinent to
the ares,

= <Teprocessing of ell oxisting tapes and asismic
data that cen be acquired from previous licancs !

holders of the arca.
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2.

2nd year - not less than 750 line kilometres of rsconnaissence

-

seismic surveyingi or drilling of at lesat ons well
8t 5.P.Ls's option,

Bf4 yeer - not less then 300."\ine kilometres of detailed
seismic surveying; or drilling of at least one
well at S.P.L's option,

4th yesr « drilling of at lesst one well,

Sth yvear =~ ze-esvaluation of jeologicel end reophvsical warke
perfermed, to be followed by =ither fTurthar detailed

srismic surveying or drilling.

The agreement elcs included crevisions Yor a tex holidasy.
S. Seagull vndextook czxtensive iaterpretation oF the data supplied
to it {The Company viea also zble to Escurs: dets from vil companiss that
once workead in Guyan=}/ on tha Qasia of such interpretetion tne Company
found that several ootentis} oilbearing siructures ware located ocutsids its
conceseion boundaries, It must be pointed nur howsver, thut within Seayull's
concession therz wez mt  much enversge in Loras of seizmic lata, thus the
spparent lack of structure could be a8 refiscticn of the abeence of sufficient

dete in thet area.

6. Seagull's nrooscezll was 46 securt sdditicnal coverzge which would

. include the sree shexs thy oirucluces are locotoc - @ oudditior of sawe 3,200 ew.

miles - while rotaining b sane werk progrenme.  Thot wes wnscteptabls,
Seagul's next aranoael zalizd Tor ke re-ar:sgonont of 1ts coneuessicn buundaries
in order ta encomprnt the -tructuras, whils taaping constaat ioe ioial eree -
: g
4390 nq, milea, A tciex tc Sedguil ustrd Fuguant 3, lietes as tolicwsi-
9 H

"We are poeparsd tz goont the recunstio 1,00 g4 mi_co pmovided bl
Seagull/Danienn is preprzed to relinguish an equivalent amount '
from the present cvoncession aree so es to aggregate to 4,390 sq, miles,
If vou agree we can geqotiste a cicde sgrochznt recesignating the

new area"., S
T. During & meeting with Cde. Oscer Phillipa snd representativae of the
Ministry of Erergy and Nstural Resources during Auguet 1979, it was pointed out
that while it is acceptable that Seagull wouid redesignete its concossion
boundaries it was raquired ‘het Seagull should provide & more attractive work

programme, The Minietry of Ensrgy end Netural Resources proposal callsd for ¢

s work progremme aimilar in detajl to the cone submitted by Major Cr "'Y:E?
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was communicated to Seegull. Seagull did not accept.
8. On Nciober 17, 1979 Seagull relinquished Zte right tc explors snd
exploit for peircleum "1In order to accommodate a new applicetion for
prospeciing and exploring of hydrocarbone in the Guyane agffshors shelf®,
However this wee not accepted since it required the signature nf D-nison
Mines Limited. 1t would sppeer thsrefars that Seagull/UDenison atill hos
legal titls to the nriginal area.
9. On the besis of nugotiations it was agreed that Seagull would
, spply for 8 reduced ares - 2487 ne. miia;. In 2 letter from the Minietzy
of Ensrqy and Hetural f~sources tc Sasgull dates Hovambzr 7, 1979, Sa;gull
is roquired to do the following:- -
I3 1. Within 1 yesr after the grant of an 0il Proaspecting Licencs
(0,P,L.) S2agull is required tc =ignify i4s intention to
relinquish the erea or pro?uce &8 drilling progrsmme based
'on the g;ophyoicul survey contemplaﬁgd ~ 850 km seiamics.
2, Dxill une weil within 2 yeare after grant of 0.FP.L. with
pussibly sxiendian of 3 months due to rig unavajlability.

e Jrili o secunu weil within 3 ysars after grant of 0.P.L.

anu shelld Lo permiilted to conduct at least JCG km seismic
IVESVEIVENS , e
‘. -b}ill o tirizd well during 4 yeers after grant of 0.P,L. i
L. Luamonce the driliing of & fourtn well after the 4th year
efter grant Z°L.7.L. or relinquish the aree within 50 months, H
No menticn - is #ade of the decth of the welle to be drilled. Sesgull is required i
to give e rezpanss Lo oux cropcssls by Novembar 27, 1179,
10, In ¢ télsphane coaveraagion Vercellino/dalraond on Saturdey
. 24¢h November; 1379 Lhrccllinn intimat:d that ne haes nnt received a raply to
- hie proppsals dated 25th October 1979, Ha indicated that he had called on
the 21st November to enquira of P.3. Bovell of ths situation. |
11. By telephone conversation (Walrond/Vercmllino) on Mondey 26th November,
Vercellino wae told of ths Governmant's finsl poaition which was writtsn to
Mr. Vercellino at his Bahemas 0ffice, and which letter Mr. Vercellino cleims he

has not received in Texas. Hr. Vercéllino says thet he accepts the governsent's

I
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demands and ‘requested e telex with the conditions es read on tha phone, so
! ! -

that h= codid formally eccept ﬁy return telex., He indicetes he iw willing

tn sign thgfegrsement a9 soonias this is done. He indicetes a preferanca
af signing =t either of our M}seions in Washington ar Uttawa becauss of some
commitments  bath Ecn;;on anﬁ Seagull hsve for the remeinder of the ysex., He
ia prapera& to dafra¥;any c?penses which will be incurred by anyana beving
to0 20 to-éffect the #igring,
B. Msjer Crude 04l '
1. tsjor Crude ic & onali company rayistzred in the United States
an May 2, 1979, ke campeny submitted Furmal proposels for
expiloretion end 3xﬁluitetinn rights in Guysna. Majur has applied
for twa aszus 332 purklyrsaeharzx which cncompasses botn u?fshore
and etz rciieos Aprroximately 2440 v3. adiles (‘ree B) and the
other off sheote: Approximately 3,930 sg. milas [Area A,
2. Pering negatiaticns i'ajor aes edvised that it wauld nat be granted

Buch large areas, having regard to its rather 1imited wark programms,

te Moile Cruce dated 31st July, 1379 it wae rneinted out
thal setilement zould? be reachad with sesprst to Arer B and that
Arae S oweuld Lo xopgt "under sctive roviee zith ¢ vies te holding

further ciscussizns oo some",

\

4. Turing further argolistinne, Melsr noiatsd sut that “rev § hes &
2 =l Ll o )
law prierity in t2wme of oil poutantial ankg thet it could not acecept
Arer B without heving Jrea A, “&jur prapused dregping Ares B oand

Appoy Ter o frro S oonly, redvsing tioe foto

9. “ajour's prepocale fur fyea b is summericcd as follows:

L5t yeer - review of data anY conciel 1300 km
seismic survaye.

2nd year =~ drill minimum of 2 walls, aggregate depth.-

8,700 metTes)
ird yner - " .
4th year - . "
5th yesr - " ¥

: €. Major'e proposals were accapted,

: 7. In a latter to the Mininter of Enargy and Natursl Rescurces Oil Concessions
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from the Commisaionex, dltéd 22nd August, 1979 it wes poknted out that beceuse
the company has not besn éble to produce "unequivocal statements es to its
technical snd finencial c;pability, it hes teen necessary to inveatignte
its whernabouts", In th;ﬁ lotter it was_pointcd ocut thet Mejor Crude deeo
rot apgeat to S= A :sputqble company end that the csmpany is béing suad by
another ccmpany for driéling too clgse tc a pruducing well and that the
State of Pennsylvania hés a panding court sction ugein;t Major Crude for
drillinc withcut & Stat; pormit.  The letter concludes "The avove seemingly
sugersts thet there hes bteon zoTe dngren of misrepresnntiation by Mr. Perry
about the meterial fects surrounding Hajoz Cruds's cpuzaatione and financial
viability. Unless thesz c&n ==z clarifisd, and unequivocel ntatemonts about

Majcr Coude Jil Conapane's <ipensinl and tecnniza? cxnahilities rre prugented,

the discussiang with thia oo should B +zmazngted. At this juncturs,

it 4@ for Mejor Crudz to Tile azaaf of %ts capabilities.”
8, Be thet as it may, however, it was agzeed that Major would be
granted exploretion/exploitetion rights provided the company fulfilled certain
requirements in a8 Letter of Intesnt written by Minister Jack deted 27th August,
1979. The Letter of Intent in pert requiré;‘Major Crudz to deposit
US$525,000.00 with the Guyana Cooperetive Bank es security against Major's

first year working obligations. The Benk in turn is required to issue & letter

of guarestez to the Commissionsr.

9. Mnother necczssary condition which had to be fulfilled ia that Major

should present to thz Commissioner, s certified copy of its financial under-

takings and/or assets. Mez Major indicated in discuesions held in Georgetown

that it would provide thz necessary statements. This provision wes also

indicated to Major by way of letter dated 27th August, and up to the moment,

it has nnt been provided.

10. Since then, Major Crude hes requested that the conditions of the

Letter of Intent bz veried to permit Majcr depositing a promissory note to

the total valuz of 3US 525,000.00 with the Cooperative Bank.

Qil Concessions
{(Guyana)



6. Memorial of Guyana
Annex 120

C. GENERAL COMMENTS:

1. Seagull/Deminex was the firast o4) company to enter into egreemant
with Government after the activities of Shell and Deminex ceased. Major Crude
coms aubuequantly and initiested negotiations for an 0il concession for armas

surrounding Seegull's original concession.

2. Seagull's work indiceted that interesting structures ére outside

their territory - within the aree applied for by Major

3. Seegull has presented & comprehsnsive report of the oil potentials

Governmant,

4, Both Msjor and Seagull continued negotistions with Government to

Secure an exploration/exploitation licence for basically the same ares,

The Cde. Minister responsible for the Minietry of Energy and
\\

VOtUtOl Resources now invites Cabinet to discuss and decide which of ths two
blpaninn #hould be grented permission to carry out offshore exploration/

®Nloitation for petroleum in Guyena,

"¥—j”# i\

- (INITIALLED): 4.6, |
MINISTER.
MINISTRYYF ‘Enengy | WTURAL RESOURCES
ENR118/283 & ENR:Y8/6 /27 ”
NOVEMBER, 157, =
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SECLLT

MINUTES Jo. ..

Cde Permanent Secretary,
Ministry of Energy and Natural Resources

Unconfirmed Decision

CP(79)52nd Meeting (held on 27tk November, 1979)

APILICATION FOR FERMISSION BY SEAGULL/DENISON AND
JAJOR_CRULE OTT FOR EXPLORATION RIGHTS FOR PETROTEUM
IN GUYANA

Cabinet considered informetion submitted by the
acting MINISTER OF ENERGY AND NATURAL RESOURCES with
respect to negotiations by Seagull/Denison and Ma jor
Crude 0il for offshore petroleum eXploration/exploitation
rights,

Cabinet agreed that Ma jor Crude 0il be granted
permission to carry out offshore exploration/exploitation
for petroleum in Guyana subject to vetting of the draft
Agreement by the Cde Attorney General andg Minis ter of
Justice prior to signing.

C.ce Cde Min. of E. & N,R. ;
Cde A.G & Min. of J. / / ’
Cde Sol. Genl. .....§777§;.w..:f{[f%......
Secretary to e Cabinet
24019
@C v |
: MINISTRY OF ENERSY |
FHS C L) AND NATUSAL RESOURT
/ A N 7
Féo //éo;a ~Rgikci e floc e € (/ 7 At 3
C P
Sl e - ' Received Regizicy |«
o 7 el g - PG e G T pomt € o e

r/>../0

e ;
o "mﬁc”/’ 4 // 77

QOil Concessions
(Guyana)



Memorial of Guyana

Annex 122
THIS UOCUMENT IS THE PROPERTY OF THE CABINET
CP(ul)
1981 Copy NGececestacacsnes
CABINET
AGREEMENT FOR AN OIL PROSPECTING LICENCE
BETWEEN DENISON/SEAGULL AND GGVERNMENT
Memurandum by the Cde., Minister of Enerqgy snd Mines
Cabinet by Conclusion 21 of CP(T9) 12th Mesting(held on
6th tarch, 1979) approved of the signing of the Agresmant with Sazagull
Petroleum Ltd. for considezration of the issue of on Cil Prospecting _icence, .
At the time of ths signing of the sgreement, Seagy}; w38 joined by )anisan &}{
. ) T
¥

,'Minas, quitez < substenticl Cenudisn urosnium mining compeny which i now |
LA acquiring investments in o0il ¢nd gas. Togethcr both Seasgull und Dinison
;"f signed tha agreemsnt cn tha 2nd April, 1979.
2. Ty U~ .t iqre=ment, the joint conceseionsires ware requirad
for their work progrimme <o exemcute as follows:
1 st yeor - gathnr, review and reinterprat ell

avzil-ble geological snd geophysical
dzta pertinent to the ares;

- reprocessin; of »1l existing tapes nnd

suismic date that can be scquired from
previous licencs holders cf the zres,
In connection with the above, Guyana sgreed to grant the concessionzires
. access to tachn:i- 1 dztz in its possession relsting to the szid srex snd
algo egresd to use its best efforts in assinting ths concessisnaires to
obtain tachnical dats from previous licance holders.
2 nd ywar ~ to shoot not lass than 130 line kilometere

of reconnrissnce seismic surveyingj ox dsilling:
RNy

3 rd year - to shont not lees than 300 ling

Oil Concessions
(Guyana)
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o 4th yearx ~ the drilling of et least one well
5th ysar - re-evelustion of geological and

gesophysical works performed, to bes
followedlby vithar further datsilad
tveismic survoys or drilling.,
In accordance with the sbove work pragromme Sesgull/Denison executead its
first yeer progrﬁmma of reinterpretstion and re-svaluation snd os e rusult
Seagull/Deniscn raquesfed that the concession ares be enlurgs’ znd delina.ted
differantly, in order to include the structures that wer - i~her fdontifiad ox
thet may b= identifiasble. This Minietry, in response to the request from tha
concgesionuirasstetad, thot in =8 much =8 the Ministry wes willing .z consider
@ redesignnted zres reciprocsl to the area which the compeny held, the company
would have to give‘up the ar:a it hald and re-negotiate the tarms and conditions
of the agrsement for =n improved work “regromme. However, thz sort of undertaking:
ths company was giving for the improved progremme were not firm enocugh to
warrant 2 recommendetion to Cabinet, «n example of this wss in the o of
commitment to drill. Vharaass, the Ministry required an undertaking of drilling
welle to be completed, the company contended that in o0il explorstion vernaculer
such drilling should mersly be stated ss commence tho drilling of o well.
3. While these ncgotistions were buiny conducted, Msjor C:ude 011
of America, mudc wpplicetion for s cencession over sn orea which includad o
substantizl part of the urea for which Seagull/Denison was negatiating. By an
. agreemant signed on 28th Novembor 1979, Major was graented a concassion, but
‘foilod to perform any of the cbligations to which the company was committaed
snd the agreemant wae terminated by Government by lnttsr doted 9th Fobsuary 1961.
4. Denison/Scagull has agein spprozched the Ministry of Ensrgy and Minas
~for a concession of the area it was secking to ascquire in 1979 when negatictions
: foll through. The Ministry of Energy und Mines has however offersd e smaller
ares to Denison/Secgulli which they hsve sccepted. The terms =nd conditione
negotiyxed with Denison/Smagull ars much more attractive than thoas whigh ways

- nagotinted with Major Crude and ars set out on a comparative basis et Annex “A"

attachad herato. The initial aresa offered to. Jenison/Seagull is less than thes

Qil Concessions
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3.
area to which Major Crude would ultimately be entitled at the =nd of ths
£ifth yeer. Moreover, it is a condition of the egreement negotiated with
Denison/Seagull that at the time of the signing of the agreement Denison/Seagul
must deliver = bond from their local banker to cover the conditions
governing the value of the work programme and to pay the rental for the
concession. For the first year's programme,  the bond will be the sum of
US$250,060. Should the company fulfil the work obligations and go on through

to the fifth ysar, the bands will be as followe:

1l st year - Uss 250,000
2 nd y=er - Uss 925,cC00
3 rd year - Us$ 1,125,000
4 th yeor - Us$ 1,625,u00
5. th ysar - Us% 1,875,000
S. The conditions of the agreement aras such that an aggreseive

exploration programme could be realised should Danison/Seagull fulfil

their obligations. If the concessionaires fail to fulfil their obligations,
ths Benk will be obliged to pay the amount guaranteed by the bond and in
terms of clause 26{b), Government is entitled, in addition to payment
under the bond, to terminate the agreement for any contravention of the
terms of this agreement or eny law of Guyane if such contraventiors are not
remedied by the company aftegﬁninety Qaya notice was served on them.
Denizon/Seagull is roquired to complete the programme for each year and

to meke = commitment for the ensuing year by both programme and bond or
give up the concession. A copy uf\the agreement which has been vetted by the
Law Officers is at Annex "B".
$. The Minister of Energy and Mines wishes to inform Cabinet that
the operating company for this concession will be Denisan Mines Ltd. as is

As already stated,
rontained in Clause 1 of the agreement./ Denison Ming¢s is a Cansdien company

af substantial mineral investments in the fisld of encrgy particularly uranium

an more recently in oil and gas.

Oil Concessions
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T. The Cde. Minister of Energy snd Mines invites Cabinst to
epprave of the grant of an offshors Petroleum Mining Concession to
Oenisan/Saagull comprising of 5560 sq kilumeters. The agresment with
the joint conc: . ..naires is to be sign:é by ths Mini;tux of tneripy
end Mines cnd that approvel for an Uil Proapecting Licance be isnucd

to tha concessionuires, by the Clz. President.

Int'dececececfesefecscrccsonanannns

MINISTRY OF ENERGY AND MINES

EM:18/26/27

April 8, 1981

q s 81
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COUNTY OF DEMERARA

GUYANA

AGREEMENT made this 3(/4 day of /?nu,é 1961
BETWEEN
THE GOVERNMENT OF GUYANA represented by the

Minister of Energy and Mines.

(hereinafter called "GUYANA") of the First
Part

AND
DENISON MINES LIMITED, a company incorporated
in the Provincs of Ontario, Canada, with
registered offices at Suite 3900, South Tower,
P.0. Box 40, Toronto, Ontario, Canada MSJ2K2,
of the Second Part.
AND
SEAGULL PETROLEUM (GUYANA) LIMITED
a company incorporated in Nassau, Bahamag,
with the registered offices &t E.D. Sasdon
Building, Shirley & Parliament Streets, Nassau,
Bahamas, of the Third Part.
(The perties of the second and third parts
being herein collectively referred to as
"DENISON/SEAGULL"),
WHEREAS DENISON/SEAGULL is desirous of prospecting and exploring and possibly
mining for petroleum in Guyana.
AND WHEREAS all petroleum existing within the on-shore and off-shore of Guyana
is owned by Guyana.
NOW THEREFORE this Agreement witnesseth as follows:
1. DENISON/SEAGULL hereby appoints Denison Mines Limited to be their operator

to carry on the operstions to be carried on hereunder and to be the party to

deal with GUYANA in all matters regarding such operations,

2. DEFINIT IONS Oil Concessions

(Guyana)
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Laws of Guyena and the Regulations thereunder to the contrary, the words
hereunder shall have the following meanings:
Act means: The Petroleum (Production) Act, Chepter 65:05 {Guyana) and

Regulations issued pursuant thereto.

Affiliate means:
———— ;

i) a direct or indirect, parent or subsidiary of a member of DENISON/SEAGHLL

or

ii) a direct or indirect subsidiary of a corporation of which either

Denison Mines Ltd (DENISON) or Seagull Petroleum (Guyana) Ltd (SEAGULL)

is also a direct or indirect subsidiary. A corporation shall be deemed

a direct or indirect subsidiary of either DENISON or SEAGULL, if either

has a total net ownership in the other of over fifty (50%) of all

capital stock having voting rights.
Agreement means: This Agreement made between GUYANA and DENISON/SEAGULL including
the schedules attached hereto, as the sams may be modified, amended or supplemented
and includes any 0.P.L's or O.M.L's,
Barrel means: Forty-two (42) United States gallons of crude oil at a temperature
of sixty (60) degrees Fahrenheit.
Budget means: An estimate of the cost of a work programme.
Calender Year means: A period of twelve (12) months commencing with January 1
of sach year and ending on the following December 31.
Casinghead Petroleum Spirit means: Any liquid hydrocarbons obtained from
natural ges (before the crude oil from which it is derived hes been measured
for royalty) by separation or by any chemical or physical process.

Commercial Discovery means: The discovery of & petroleum field by one or more

51<\ wells which field, in the opinion of DENISON/SEAGULL -
/ '

-

-

i) justifies by its quantity, quality, place end depth Oil Concessions

where found the development of the said field and \; (Guyana)
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ii) assures continuous commercial production..

Commercial Production means: Production of petroleum from a field developed

83 a consequence of a3 commercial discovery which production, in the opinion
of DENISON/SEAGULL would -
i) recover all exploration costs, development costs and
operating costs directly attributable to the development of

that commercial discovery, and

ii) produce an acceptable profit.

Contract Are= means: The area comprising 7515 square kilometers defined in

Schedule 'A' attached hereto, as the same may be reduced, from time to time,
in accordance with the provisions of this Agreement.

Contract Year means: A period of 12 consecutive months commencing from the

date of the grant or anniversary thereof, of an 0.P.L.
Crude 0il means: 0il in its natural stzte before the same has been refined
or otherwise treated byt excluding water and foreign substances.

Crude 0il Value has the meaning sscribed thereto in clause 18 of this Agreement.

Development Costs means: All costs incurred in appraising and developing
a petroleum field subsequent tao a commercial discovery and the cost of
constructing a pipe line.

Exploratian Costs means:

(a) the cost of acquiring and interpreting
geological data;

(b) geophysical 2cquisition,progessing, reprocessing and
interpretation costs; and

(c) drilling costs, carried out as part of the work

programme specified in clayse 6, other than any part

of the foregoing which may be included in development

costs.

Qil Concessions
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Force Majeure has the meaning ascribed thereto in clause 30 of this Agreement.

Foreign Exchange means: Currency other than that of Guyana.

Natural Gas means: Gas obtained from boreholes and wells and consisting
pPrimarily of hydrocarbons.

Operating Costs means: All expenditures made and financial obligations
incurred by DENISON/SEAGULL, other than exploration costs and development

costs in carrying out or related to petroleum operatiormin Guyana and will

include, without restricting the generality of the foregoing, the cost

of winning, saving and disposing of petroleum, employee costs, the cost of
maintaining and operating offices, camps, housing and other facilities and
head office overheads permissible under the Laws of Guyana.
O.M.L.means: An 0il Minirg Lease issued pursuant to the Act.

0.P.L.meana: An 0il Prospecting Licence issued pursuant to the Act.

Party or Pesrties mean: DENISON/SEAGULL or GUYANA, and GUYANA or DENISON/SEAGULL

as the case may be.

Petroleum includes any mineral oil or relative hydrocarbon and natural gas
existing in its natural condition in strata, but does not include coal ar
bituminous shales or other stratified deposits from which 0il can be extracted
by destructive distillation.

Petroleum Operstions means: Al1l organizational, prospecting, exploring, mining,
exploiting.administration, refining, transportation and disposition operatians
respecting petroleum under the terms of this Agreement.

Production Area means: that portion of the contract area which corresponds

to the eventual surface area of a petroleum field. \%1/

Oil Concessions
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5. *

Work Programme means: The petroleum opereations which, in accordance with the
prdviggons of clause 6 hereof, are contemplated by DENISON/SEAGULL to be carried
out on or relating to the contract ares during each contract year.
3. GRANT OF O.P.L. AND 0.M.L.

Guysne shall immediately after the execution of this Agreement
grant DENISON/SEAGULL an 0.P.L, to prospect for petroleum in the contract
area and in the event of any commercial discovery GUYANA shall thereupon
grent DENISON/SEAGULL an 0.M.L. for a production erea for the purpose of
winning petroleum. The 0.P.L. or any O.M.L's granted to DENISON/SEAGULL
pursuant to this Agreement shall not derogate from the rights granted
to DENISON/SEAGULL hereunder and any rights, duties and obligations
(including the obligation to pay royalty) hereunder shall be taken to
satisfy any similar rights, duties and obligations under the 0.P.L. or
any 0.M.L's granted DENISON/SEAGULL pursuant to this Agresment.
4. DURATION OF Q.P.L. AND O.M.L

The 0.P.L. shall be for an initisl period of 5 contract years
renswasble at the option of DENISON/SEAGULL for a further period of 5 contract
ysars. An 0.M.L. shall be for a term of 20 contract years from the date
of issue and shall be renewable at the option of DENISON/SEAGULL for a
further S contract years in the event commercial production can atill be
obtained.

S. SURRENDER OF CONTRACT AREA

(a) DENISON/SEAGULL shall relinquish portions of the contract
area as follows: 25% of the original contract ares at the
end of the first yesr and 10% of the original contract

ares at the end of each of the next four (4) contract years.,

il Concessions
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(b) DENISON/SEAGULL shall be at liberty to relinquish

any additional portion(s) of the contract area apart

from that mentioned in (2) above.

WORK PROGRAMME

ettt atgter .

a) During the first five (5) contract years DENISON/SEAGULL shall,

&8s part of ita work programme, complete the following:

First Contract Year - (i)

(ii)

(iii)

{iv)

A minimum of two thousand (2,000) line
kilometers of reflection seismic surveys.
In addition DENISON/SEAGULL shall drill a
well to a minimum depth of tﬁree thousand
(3,000) meters or to the basement whichever
is the lesser PROVIDED THAT DENISON/SEAGULL

considers that the aforesaid seismic

surveys identifies a drillable prospect.

Where DENISON/SEAGULL does not as aforesaid

consider the drilling of the well warranted,
then DENISON/SEAGULL shall carry out an
additional five hundred (500) line kilometers .
of reflection seismic surveys PROVIDED that
this additional seismic survey shall be
completed and the reports submitted by the

end of the first contract year.
Minimum expenditure during the First

Contract Year shall be US$1,250,000.00;

Oil Concessions
(Guyana)

ra~



L—

Y N\

b)

-7 -

Second Contract Year - -

Third Contract Year -

Fourth Contract Year -

Fifth Coniract Year -

Memorial of Guyana
Annex 123

the drilling of at least two (2) wells

each to a minimum depth of 3,000 meters

or to the basement whichever is the

lessed.

Minimum expenditure during the Second
Contract Year shall be US$8,000,000.00;
the drilling of at least two (2) wells

each to a minimum depth of 3,000 meters

or to the basement whichever is the lesser.
Minimum expeﬁditure duxing the Third Contract
Year shall be US$10,000,000.00.

the drilling of at least three (3) wells
each to a minimum depth of 3,000 meters

or to the basement whichever is the lesser.
Minimum expenditure during thke Fourth
Contract Year shall be US$15,000,000.00.
the drilling of at least three (3) wells
each to a minimum depth of 3,000 meters

or to the basement whichever is the lesser.
Minimum expenditure during the Fiftn

Contract Year shall be US$17,500,000.00.

Should DENISON/SEAGULL elect to continue petroleum operations beyond

the fifth contract year DENISON/SEAGULL shall submit to GUYANA an

acceptable work programme and minimum expenditure obligations at

least ninety (90) days before the end of the fifth and subsequent

contract years.

- Oil Concessions
(Guyana)



Memorial of Guyana
- 8- Annex 123

c) Before the commencement of petroleum operatians for each
contract year but in any event not later than ninety (90)
days after the commencement of each contract year, DENISON/
SEAGULL shall furnish to GUYANA a performance bond based
on the estimated cost of the wark programme.
The value of the Bond shall be calculated as follows:
100% for the first US$50,000.00
50% for the next .0S$50,000.00
25% for the next US$400,000.00 or part thereof.
10% of any amount in excess of us$s00,000.00
d) It is understoed and agreed that subject to the provisions
of clause 26, where it becames necessary for DENISON/SEAGULL
to complete work of a previous year in a subsequent yeax, this
shall in no way he deemed to effect the completion of the
work for the subsequent year,
7. RENTALS
(a) The annual rentals shall be paid in advance to GUYANA as
follows:
Per Square Kilometer
gr part thereof
1l st Year usg 7.s0
i& . 2 nd Year Us$ 10.00
%, 3 rd Year US$ 12.50
4 th Year Us$ 15.00
S th Year uss$ 20.00
F_L/ { : (b) Payment of annual rentals will commence from the date of
i this Agreement,
(c)  Annual rentals beyond the fifth contract year shall be

subject to review. Qil Concessions
(Guyana)
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8. ASSTGNMENT

DENISON/SEAGULL shall not assign, sell, transfer, convey or otherwise
dispose of any or all of its assets or rights granted by the 0.P.L. or O0.M.L.
to any person or company without the previous consent in writing of GUYANA and
such consent shall not be unreasonably withheld.
The foregoing provisions of this clause shall not apply to:

i)  the disposition of petroleum

ii) the disposition of any of their assets or rights to an

affiliate which exists at the date of signing of this Agreement.

9. RIGHT TO CONTROL AND EXPORT EQUIPMENT AND PETROLEUM

a) DENISON/SEAGULL shall retain control of all its equipment

used or leased for use in petroleum operations and shall be
entitled to freely remave the said equipment from Guyana at
all times provided that such removal shall not‘unfeasonably
interfere with, hamper or delay ths work obligations as
contained in Clause 6.

b) DENISON/SEAGULL shall be free to export, market and dispase of
its share of petroleum and shall be exempted from any duty,
fee or any other financial impost in respect of the export,
etc. of its petroleum save end except royalties as prescribed
in clause 17 hereof.

10. RIGHT TO INGRESS AND EGRESS

DENISON/SEAGULL shall have the right of ingress to and egress from,
the €-ntract area and to and from facilities constructed pursuant to this

Agreement, wherever located at all times.

Oil Concessions
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b) 1f operations are delayed, curtailed or pregented by
force majeure, then the time for carrying out the
obligations hereunder shall be extended for a period
equal to the period thus involved.

c) The party whose ability to perform its obligations is
so affected shall notify the other party thereof in
writing, stating the cause, and both parties shall do

all reasonably within their power to remove such cause.

32. FOREIGN PERSONNEL - EXCHANGE PROVISIONS

DENISON/SEAGULL and its contractors and sub-contractors shall be
authorised to stipulate to their own non-Guyanese personnel that a part
of the remuneration paid to them shall be paid in foreign currency to an
account in the country of their original residence. In any case, foreign
employees will be permitted to remit bona fide savings to their countries of
origin or designation.

33. EFFECTIVENESS

a) This Agreement shall come into force on the date it is
signed by the parties.

This Agreement shall not be annulled, amended or modified
in any respect except by the mutual consent in writing
of the parties.

IN WITNESS WHEREDF, the Parties hereto bhave executed this Agreement,on

7

2

¢

the date and year first shown above written. \
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ON BEHALF OF THE GOVERNMENT OF GUYANA

.0. JACK
MINISTER OF ENERGY AND MINES

ON BEHALF OF DENISON MINES_LIMITED

WITNESSES:

Oil Concessions
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SCHEDULE "A"
This is a Schedule "A" attached to and forming part of an
Agreement dated 3 day of A 1981 made
between GUYANA and DENISON/SEAGULL. \

DESCRIPTION OF CONTRACT AREA .

/
7

An area of approximately 7515 square kilometers offshore commencing from éﬁL\
@ point at the Guyana-Surinam border, 6 degrees 50 minutes North, 56 degrees
39 minutes West, then northeast along the Guysna-Surinam border to a point
at 7 degrees 24 minutes North, 56 degrees 16 minutes West, then northwest
along the 200 meter water depth contour to a point st 7 degrees 30 minutes
North, S6 degrees 30 minutes ‘West, then west to a point at 7 degreés 30
minutes North, 56 degrees 55 minutes West,then north to a point at 7 degrees
40 minutes North, 56 degrees 55 minutes West, then west to a point at 7
degrees 40 minutes North, 57 degrees 10 minutes West, then north to a point
at 7 degrees 55 minutes North, 57 degrees 10 minutes West, then west to

8 point at 7 degrees 55 minutes North, 57 degrees 30 minutes West, than
south to e point at 7 degrees 50 minutes North, 57 degrees 30 minutes West,
then east to a point at 7 dejrees 50 minutes North, 57 degrees 20 minutes
West, then south to a point at 7 degrees 15 minutes.North, 57 degrees 20
minutes West, then east to a point at 7 degrees 15 minutes North, 57 degreses
10 minutes West, then south to a point at 7 degrees 10 minutes North, 57
degrées 1@ minutes West, then east to a point at 7 degrees 10 minutes North,
57 degrees O minutes West, then south to a point at 6 degrees 50 minutes

North, 57 degrees O minutes West, then east to the point of commencementéfj//

Qil Concessions
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SU [
" Peznanant Sesretary, Rinietey of Q Emi28/26/27
Enezgy and Mines,

Agrecmunt dotad 30th Apza1, 19
Comptutier of Custome and Excise, botwosn thg Govermaent of Gwnngtna
" may, 1081, Dondson Mines Limited end Seagull
' Petroloum {Guyona)} Linited - Importatio
of Dutyifzes Equipment,

In fusthezence of Guyena's thrust in mineral: yespurces
development an Sgxeceent was eigned on the 30th April, 1981
batusen the Sovernmant or Guyana and Denisen/Beagull to
proapect, explore and possibly mine for Petrolewm in Guyans,

Under the turme of the fadd agremment, DBonison/Seagull
and 1ts Contractors ond subcontractors sngaged in Petrcleun
OprEations are parmitted taq import dutyfreg sachinery,
Squipsent etc, A €opy of the agremmsnt ig hesowith ottached,

By an agresment anisred {nto on the 10tk April, 1981
by and betwnen Uenison/Seagull and Wostern Geophynica) Company
of Amrrica, Delawaxe I:ornmuon,- of 10001 Richmond Avenue,
Houston, Texss 71001, Wesiwzn agrend to conduct » certain
warine Gmophysical Survay of fahore Guyans with Geophysical
Lnatrunents furnighed by Weatazn,

The HeVe “Indian 68al", B marine solemic vassel ig now
anchored 4in Guyana's texrritorial wators and hasm on board tha
Squipmont ae ligted in the photostet copy of the Invoice and
Declorstion Form hareto annaxed, <he sald aguipm-nt 1y

onshore and for earrying out the proposed anismic survay,
John Fernands and Company Limited, the locel agents of Vautcrn
Ssophysicnl are now 4n the srocess of completing the necescary
documants for the importation of the equipannt tiuty=Ffrog,

In these cinmtuneea. I shall be most gratoful for
your parmission to releoss the snid oquipment pending the formal
Complation of the relovent cuetoms documents, Any delay {n the
clearance of the said equipment woild rreult in added financial
Coet nat only to the Wentorn Gmophysicel byt to the Guyare
Goverment,

‘cé-" gulqm.

for Parmanent Secretary,

CeCe SeCretary to the Treasury,

fncly

st

It T e T a s o
AESEATUY I HEGHS TN

SRR
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Two Allen Centler, Suite 2770
1200 Smith Street, Houslon, Texas 77002
Tel. (713} 6589840 - Telex 774124 Seagull Hou

May 29, 1981

H. 0. Bovell

Permanent Secretary

Ministry of Energy & Natural Resources
41 Brickdam and Boyle Place
Georgetown, Guyana

Dear Sir:

center this weekend. We hope to have the final interpretations
and results before October first. We will keep you informed,

Best regards,

Joseph V&rcellino, President

% e
JV/rls

ce: L. L. Samoil, Denison~Mines Ltd.
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COPY NO: s0es0rv0000s o

THIS DOCUMENT IS TME PROPERTY OF THE CABINT
CABINET

DEVELGPMENT CREDIT AGREEMENY FOR PETROLEUM PROJECT -
INTERMATIONAL DEVELUPMENT ASSOCIATION

Memorendum b e, Minigtear of Ene n jines

Eerly in 1380 the IBRJ sent its consultants, Exploration Consultants
Limited C E € I ) to discuss with officials of the Ministry of Ensrgy and
Mines the status of the Netions Hydro-carbon development p:nbzlmme and to
essist in formulating strategien which will accelerats the explorl{ian pro~
gremmes of the Nation, When these consultants came it will be remembered
that Guyana had #lready considered and implemented contracts which were some~
what ocutside the scope of the pPr=sent petroleum Mining L&~, byt within tha

ambit of the Giscretionsry powers enjcyed by the pglitical functionaries,

2, The discussion with the World Benk consultants dealt with the
history of past concessionsires in the Guyant offsh-ge ar-a, the rerk they gid
and the infcrmation made svailsble to the Netion, Ths report of these con=
sultents identified certain srese of much nesded @ssistance for the institutional
development of the Petroleum unit or corporation of which Government may be
disposed to accomplish and were s» follows:

(s) office and laboratory squipment

(b} data base fil=s snd office equipment

(c) seismic deta analysis

(d) gravity and magnetic surveys

{s) gaologicel studics

(r) wall data

(g) legislation/model agreaznents/accounting and

(h) treining of personnel st ralevant lavals,

Subsaquent to that Missizn (cansultents) in 1980 another Mission
visited in 1961 in ordexr to work out in groater detail the specific arcas for
the programme loan, The isan Bgracment &t appandix "A" antitled "Development
Credit Agre=ment (Petxoleum Exploretion Promotion Project) betws=n Guyans and
International Devedopment Associstion®, is the document preparsd by the Wworld
Bank for tha implementsticn of Guyana's hydro-carbon development prugramme,
3. Thz loan is to be sn soft temms for & fifty year period for &
grace pdriod of betwezn fifteen and twenty yoara. The intersst to be } of 1%

of the principal snd to 13% when ropayment begins, Theee terms are quite saft

but/oo.o-
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but the content of the sgr=sment is not quite in kezping with the understending
of the scope of th= various elements of the programmes indiceted st paxagrsph two (2)
hegedin,

4, Guyans hes been invited to send @ team to the I BR D to negotiste
this sgreement 8 copy which wes fisst rrceived through the diplometic pouch #
week sgo., The sgreemsnt hes becn exémined by officisle of thz Ministzy of
Finance end the Ministry of Energy snd Mines with the Cde, Minister of Enmsxgy
and Minss chairing one of these sessions. There sra sspects of the sgraement
which do not allow for the concsptusl apprcsch which the Minietry of Energy
and Mines has cmbaxked upon for ths Jdevelapment of hydru-sarbon:. b very
clear example of this is st (b) of Section 3,03 which stetes as foilows:

(b) * The Durrower ehall not meke any final decisicn on the
eotablistment of & stetu-owned petroleum corporstion or
entity including the timing, staffing and scope of activities
of such corporation or antity without first reviewing the
sbove-mentioned matters with the Association",

This is rcpugnant tc the epirit of saveraignty of eny Netion and t~gether with
{a) of the saeid section need to be modified to the eoxtent that thé amendment
shculd only imply that duc nctice to the Apsociaticn will be required in order

to svoid any inhibition Cf the work progzemme through the tiansfer of per-

sonnel from the Petroleum Unit to the Corporstion. In the Minictry's spproach

tc the cstabliehment of a Corparltiogyzne Petroleur Unit which must be estsblished
in 1982 will form the nuclcue of the exploration/exploitation arm cf the
Petroleum Lorprration, which depending on the Naticn's fortunes on and off-
shore, will comprise of xefining coamercisl end other arms Bs well,

Se The Minist=r of Energy and Mines also wishes to inform Cabinet that
the United Natione Devalopment Programme hes alsc placed et tha disposal of

the Ministry of Energy end Mines sssistance for the legal and othcor inatitutionsl
framewark for the petroleum development and it is proposed thet the negotisting
position of Guyana on this sgreement is thet ghose. arsvas of assisisnce already
embarked upon with UN will not be duplicsted but tha tesm will pursue & course

of correlation between the UN Assistance and that of the World Bank.. More-

over th:z spparent disproportionate distribution of allocation of funds shown

at Schedule 1 of the draft loan sgreement will have to be sxamined at the
negotiations with & view of having a greater input into the training and explore-
tion elements of the programme, The tsem is currently working on the detailed
texms of refarenca for the United Nations grent assistence and will uss this se

a reference base for the nsgotistions with th= World Bank,

6. The Cde, Minister of Energy snd Mines rascommend to Cabinet that =
team comprising the following should go to Washington to negotiatz the terms

and conditions of the loan from the 16th to tha 21st Decembsr, 1981

Cdee, H.0, Bovell - Permesnent Secratary, Ministry of
) Energy snd Mines

D. Biscessar - Principal Legesl Adviser, Ministry of
Enexgy and Mines

.M. Pollydoxe

Petrolewm Enginasz/Geologiet

Oil Concessions W, Seaforth -~  Senior Economist, Minietxy of Finance.

(Guyana) Cabinet/ee=*~
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Cabinet 38 also invited to approve of four return =conomy class farzs for
the four officers Georgetown/Washington/Georgetown at =2 177.80
essch end for the advence for six days as followss

Cdes, H,0, Bovall 6 days st $45C, per day $§2 T00

D, Hiscesuar - 6 days at $288. per day §1 728
C. Pollydore 6 days at $288, per day $1 T28
¥, Semaforth - € days at $288, pex day 81 728

$7 684

7. Cabinat is alsc invited to spprove that advances totalling
$16,595.20 axe to bs met from MHead - B1 Ministxy of
Finsnce - Accountant Generel Sub-hsed - 19 Special Visits and Reprzsentation

ot Extexrnal Confarences,

coedosnepsodoscssopidssese
(Initimlled) HJ0.Jd.
Senior Mi

MINISTRY OF ENERGY AND MINES
3 8
EM: 14/117/3

Qil Concessions
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DENISON MINES LIMITED
SUITE 3900, SOUTH TOWER ROYAL BANK PLAZA TEL. 416-865-1991
P.O. 80X 40 TORONTO, ONTARIO. CANADA TELEX O65-2413S

MSJ 2K2

January 21, 1982

The Honorable H. 0. Jack
Minister of Energy and Mines

Government of Guyana MINISTRY OF Eresy & ay v
41 Brickdam & Boyle Place
Georgetown, Guyana )f Y K

Received Registry

s |

Dear Mr. Jack:

Re: Offshore Prospecting Licence
Denison Mines Limited/Seagull Petroleum (Guyana) Limited

I am pleased to inform you that Denison and Seagull have
.entered into a contract with Western Geophysical Company, of
Houston, Texas, to perform an additional 500-~line kilometer
seismic survey over certain areas of the Offshore Prospecting
Licence. The areas to be shot are those of specific interest
which we believe to be highly prospective for future drilling
and we believe that this additional program will assist us
greatly in locating precisely areas which may be drilled in
the second year of the Offshore Prospecting Licence.

We also wish to advise that in anticipation of positive re-
sults, we have commenced discussions with Gulf 0il Company
relating to the possible sharing of a drilling contract which
Gulf 0il has negotiated with Western Oceanic, Inc., which
company is to provide a jackup-type drilling rig to Gulf

for drilling operations on Gulf's offshore exploration con-
tract in Suriname in mid-1982.

Inasmuch as we expect our new program to commence early in
February, we would ask that your Ministry provide as much

8 L :
- o A7
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The Honorable H. 0. Jack
Minister of Energy and Mines Page Two
Georgetown, Guyana January 21, 1982

support as our contractor requires to facilitate these operations.
We will, of course, advise you promptly that the exact schedule
is defined and will provide reports to you as the work proceeds
and is concluded.

We are very hopeful that the forthcoming activity will be
successful in discovering hydrocarbons in Guyana and I look
forward to visiting with you on my next trip to Guyana.

We take pleasure in enclosing a copy of our Annual Report for
1981.

Yours very truly,

DENISON MINES Lmﬁé
-

Leo L. Samoil
Vice~-President
0il & Gas Operations

LLS/cl
Encl.

c.c. Mr. J. Vercellino
President
Seagull International Exploration Inc.
Houston, Texas

P H-S
AscT), 7Y
47%? o & szu\ 4 gah .A;}?é*”"442§;’“' ‘252 474;*4¢
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Hiddisineer N s Sty 1Y (O 2t N f:_-!-;-;)‘?m:w: 202 477104
IDA HEWS RELEASE NO. 82/35 Contact: Ciro Gamarra
. February 13, 1982 (202) 477-8034

GUYANA TO PROMOTE PETROLEUM EXPLORATION WITH IDA ASSISTANCE

Petroleum exploration in Guyana will be promoted with the assistance of an
SDR 1.7 million ($2 million) credit, the International Development Association (loA)
announced today. The credit from the Worlid Bank's affiliate will be used to provide
the services of specialists to help the government in pPreparing a promotional program
to attract foreign ojl companies.

Guyana has sedimentary deposits that may contain oij] Or gas in commercial
quantity. Exploration work at present js limited to the Takutu Rift Basin, onshore,
vhere the Home 0il Company is drilling. Offshore, a single block of about 8,000
square kilometers (sq km) was recently leased to the Seagull-Dennison Group. The
remaining offshore area of about 40,000 sq km is not under lease.

A petroleum unit js being set up in the Hinistry of Enercy and Mines to provide
professional management over petroleum exploration activities. This unit will be
provided with consultant advice and technical assistance to prepare itself for tech-
nicat, legal, and accounting responsibilities. Guyana's present petroleum laws will
be reviewed and regulations drawn up that will be consistent with attracting foreign
Private investment in the high-risk activity of petroleum search and development.

Guyana does not produce crude oil or natural gas, nor does it have refining
facilities. Petroleum imports increased from $22 million in 1973 to $140 million
in 1980, mainly as a result of rising import prices. A small commercial discovery would
would go a long way toward meeting the country's energy needs.

Under the project, consultants will also undertake an evaluation of the heavy
oil potential in an area southeast of Georgetown.

The 1DA credit to Guyana is for 50 years including 10 vears of grace; it is
interest-free but carries a service charge of 3/4 of 1% a year to help cover
administrative costs,

The address of the Ministry of Energy and Mines is 41, Brickdam and Boyle
Place, Georgetown, Guyana.

NOTE: IDA credits are denominated in SDRs (Special Drawing Rights), which are
valued on the basis of a 'basket" of currencies. The U.S. dollar equivalent
of the SDR amount of the IDA credit reflects the exchange rates existing at
the time of negotiation of the credit.

Oil Concessions
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T OFFICIAL
DOCUMENTS

Development Credit Agreement

(Petroleum Exploration Promotion Pro ject)

between

GUYANA

and

INTERNATIONAL DEVELOPMENT ASSOCIATION

Dated M 02';1 , 1982

CREDIT NUMBER 1208 GUA

Oil Concessions
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CREDIT NUMBER 1208 GUA .

DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated W 07'7‘ , 1982, between GUYANA

(hereinafter called the Borrower) and INTERNATIONAL DEVELOPMENT
ASSOCIATION (hereinafter called the Association).

ARTICLE I
General Conditions; Definitions

Section 1.0l1. The parties to this Agreement accept all the
provisions of the General Conditions Applicable to Development
Credit Agreements of the Association, dated June 30, 1980, with
the same force and effect as if they were fully set forth herein
(said General Conditions Applicable to Development Credit
Agreements of the Association being hereinafter called the
General Conditions). '

Section 1.02. Wherever used in this Agreement, unless the
context otherwise requires, the several terms defined in the
General Conditions have the respective meanings therein set
forth, and the term "Petroleum Unit” means the petroleum unit
referred to in Section 3.01 (b) hereof. v

ARTICLE II

The Credit

Section 2.01. The Association agrees to lénd to the Borrower,

-on the terms and conditions in the Development. Credit Agreement

set forth or referred to, an amount in various currencies

equivalent to one million seven hundred thousand Special Drawing
Rights (SDR 1,700,000).

Section 2.02. The amount of the Credit may be withdrawn from
. the Credit Account in accordance with the provisions of Schedule
1 to this Agreement, as such Schedule may be amended from time to
time by agreement between the Borrower and the Association, for
expenditures made (or, if the Association shall so agree, to be
made) in respect of the reasonable cost of goods and services
required for the Project and to be financed out of the proceeds
of the Credit.

Annex 12
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Section 2.03. Except as the Assoclation shall otherwise
agree, procurement of the goods and drilling services required for
the Project and to be financed out of the proceeds of the Credit,
shall be governed by the provisions of Schedule 3 to this
. Agreement. :

Section 2.04. The Closing Date shall be December 31, 1985
or such later date as the Assocfation shall establish. The
Association shall promptly notify the Borrower of such later
date.

Section 2.05. The Borrower shall pay to the Association
a service charge at the rate of three-fourths of one per cent
(3/4 of 1%) per annum on the principal amount of the Credit
withdrawn and outstanding from time to time.

Sectinn 2.06. Service charges shall be payable semiannually
on January 15 and July 15 in each year.

Section 2.07. The Borrower shall repay the principal amount
of the Credit in semiannual installments payable on each Janu-
ary 15 and July 15 commencing July 15, 1992, and ending Janu-
ary 15, 2032, each installment to and including the installment
payable on January 15, 2002, to be one-half of one per cent (1/2 .
of 1%) of such principal amount, and each installment thereafter
to be one and one-half per cent (1-1/2Z) of such principal amount.

Section 2.08. The currency of the United States of America
is hereby specified for the purposes of Section 4.02 of the
General Conditions.

ARTICLE III
Execution of the Project

Section 3.01. (a) The Borrower shall, through its Ministry
of Energy and Mines or through such other agency as the Borrower
with the prior agreement of the Association shall determine,
carry out the Project with due diligence and efficiency and
in conformity with appropriate administrative, financial and
engineering practices, and shall provide, promptly as needed, the
funds, facllities, services and other resources required for the
purpose.
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(b) The Borrower shall establish in the Ministry of Fnergy
and Mines, in a form and with functions and staffing satisfactory
to the Association, the petroleum unit referred to in Part A (3)
(a) of the Project and, until the Project is completed, shall not
make any changes in the form, functions and staffing of the
Petroleum linit without prior consultation with the Association.

Section 3.02. (a) In order to assist the Borrower in the
carrying out of the Project, the Borrower shall employ petroleum
exploration, management and accounting consultants and legal
advisors whose qualifications, experience and terms and conditions
of employment shall be satisfactory to the Association; and such
employment to be made in accordance with principles and procedures
satisfactory to the Assocliation on the basis of the "Guidelines
for the Use of Consultants by World Bank Borrowers and by the
World Bank as Executing Agency” published by the Bank in August
1981.

(b) The Borrower shall prepare the terms of reference of the
consultants and advisors mentioned in paragraph (a) hereof in
consultation with the Association.

(c) The Borrower shall assign to the Petroleum lUnit local

counterpart staff who will be provided on~the-job training by the
consultants mentioned in paragraph (a) above.

Section 3.03. (a) The Borrower's Ministry of FEnergy and Mines
shall send to the Association for review and comments the recom-
mendations of the legal advisors regarding the draft petroleum
exploration and production laws and regulations no later than 60
days after receipt of such recommendations from the advisors
and in any case before such draft laws and regulations are
formally presented by the Ministry of Energy and Mines for
approval by the Borrower.

(b) The Borrower shall consult with the Assoclation before
making any final decision on .the establishment of a state-owned
petroleum corporation or entity including the timing, staffing,
-and scope of activities of such corporation or entity.

Section 3.04. Before carrying out Part B of the Project, the
Borrower shall with the assistance of the consultants to be
employed under Section 3.02 hereof prepare, and provide tche
Assoclation with, for its approval, proposals for executing
surveys under Part B of the Project and therezfter a timetable
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and detailed propora!: for the drilling under Part 8 of the
Project which shal' ..early identify the number, location and
depth of the proposed wells, implementation arrangements, cost
estimates and such other information as the Association may rea-
sonably request.

Section 3.05. The Borrower's Ministry of Energy and Mines
shall no later than June 30, 1983 designate, and furnish the
Association for its review and comments with the list of, candi-
dates proposed for training included in the Project and a de-
talled description of such training.

Section 3.06. (a) The Borrower undertakes to insure, or make
adequate provision for the insurance of, the imported good to be
financed out of the proceeds of the Credit against hazards inci-
dent to the acquisition, transportation and delivery thereof to
the place of use or installation, and for such insurance any
indemnity shall be payable in a currency freely usable by the
Borrower to replace or repalr such goods.

(b) The Borrower shall cause all goods and services
financed out of the proceeds of the Credit to be used exclusively
for the Project.

Section 3.07. (a) The Borrower shall furnish to the Associa-
ticn, promptly upon their preparation, the plans, specifications,
reports, contract documents and work and procurement schedules
for the Project, and any material modifications thereof or addi-
tions thereto, in such detail as the Assoclation shall reasonably
request.

(b) The Borrower: (i) shall maintain records and procedures
adequate :o record and monitor the progress of the Project (in-
cluding its cost and the benefits to be derived from 1it), to
identify the goods and services financed out of the proceeds of
the Credit, and to disclose their use in the Project; (ii) shall
enable the Association's representatives to visit the facilities
and sites iIncluded 1in the Project and to examine the goods
financed out of the proceeds of the Credit and any relevant
records and documents; and (£ii) shall furnish to the Association
at regular intervals all such information as the Association
shall reasonably request concerning the Project, its cost and,
where appropriate, the benefits to be derived from 1it, the ex-
penditure of the proceeds of the Credit and the goods and ser- -
vices financed out of such proceeds. B
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(c) Upon the award by the Borrower of any contract for
goods, works or services to be financed out of the proceeds of the

Credit, the Association may publish a description thereof, the

name and nationality of the party to whom the contract was awarded
and the contract price.

(d) Promptly after completion of the Project, but in any
event not later than six months after the Closing Date or such
later date as may be agreed for this purpose vetween the Borrower
and the Association, the Borrower shall cause the Petroleum Unit
to prepare and furnish to the Association a report, of such scope
and in such detail as the Association shall reasonably request, on
the execution and i{nttial operation of the Project, 1its cost and
the benefits derived and to be derived from it, the performance by
the Borrower and the Association of their respective obligations
under the Development Credit Agreement and the accomplishment of
the purposes of the Credit.

Section 3.08. The Borrower undeftakes to maintain a pricing
policy for petroleun products that will be consistent with the
full cost of fimportation and the efffcient use of such products.

ARTICLE IV
Other Covenants

7 Section 4.01. (a) The Borrower shall maintain or cause to
be maintained records adequate to reflect in accordance with
consistently maintained appropriate accounting practices the
operations, resources and expenditures, in respect of the Project,
of the departments or agencies of the Borrower responsible for
~carrying out the Project or any part thereof.

(b) VWithout limitation to the foregoing, the Borrower shall
cause the Ministry of Energy and Mines to maintain or cause to
be maintained a special account into which shall be paid the
proceeds of sales of geophysical data and reports produced under
' the Project, said proceeds of sales to . be used exclusively to
finance expenditures for oil exploration related activities of the
Petroleum Unit. '

(c) The Borrower shall: (i) have the accounts relating to
the Project, 1including the special account referred to 1in
paragraph (b) of this Section, for each fiscal year audited, in
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accordance with appropriate auditing principles consistently
applied, by independent auditors acceptable to the Association;
(i1) furnish to the Association as soon as available, but in any
case not later than four months after the end of each such year, a
certified copy of the report of such audit by said auditors, of
such scope and in such detail as the Association shall have
reasonably requested; and- (i1ii) -  furnish to the Association such
other information concerning said special accounts, records and
expenditure and the audit thereof as the Association shall from
time to time reascnably request.

Section 4.02. The Borrower shall cause the Ministry of Energy
and Mines to send to the Association quarterly and annual reports
on the progress of the Project in a form satisfactory to the
Assoclation, including summaries of expenditures and the use of
funds under the Project.

ARTICLE V

Effective Date; Termination

Section 5.01. The following event is specified as an addi-
tional condition to the effectiveness of the Development Credit
Agreement within the meaning of Section 12.01 (c¢) of the General
Conditions, namely, that the Petroleum Unit has been established
in accordance with Section 3.01 (b) hereof.

' Section 5.02. The date ;ZM el , 1983 is hereby
‘specified for the purposes of Sectioh 12.04 of the General
- Conditions.

ARTICLE VI

Representatives of the Borrower; Addresses

A Section 6.0l. The Minister of the Borrower responsiblé for
.. Finance 1is designated ‘as representative of the Borrower for the
- purposes of Section 11.03 of the General Conditions.

Section 6.02. The following addresses are specified for
the purposes of Section 11.01 of the General Counditions:
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For the Borrower:

Minister of Finance
Main Street
Georgetown

Guyana

Cable address:

MINFIN
Georgetown
Guyana

For the Association:

International Devalopment Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:
INDEVAS 440098 (ITT)
Washington, D.C. 248423 (RCA) or
64145 (WUI)

IN WITNESS WHEREOF, the parties hereto, acting through their
representatives thereunto duly authorized, have caused this
Agreement to be signed in their respective names in the District
of Columbia, United States of America, as of the day and year
first above written.

e ere b o 30 il g e M

GUYANA .
Js/ Cedleee /1. &rasy
By ’ '
Authorized Representative

. INTERNATIONAL DEVELOPMENT ASSOCIATION

o IS/ Pnertas lodis Cartell

Regfonal Vice President
Latin American and the Caribbean
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SCHEDULE 1
Withdrawal of the Proceeds of the Credit
1. The table below sets forth the Catég:ries of items to bde
financed out of the proceeds of the Credit, the allocation of the
amounts of the Credit to each Category and the percentage of

expenditures for items so to be financed in each Category:

Amount of the

Credit Allocated
(Expressed in

% of
Expenditures

" Category SDR Equivalent) to be Financed
(1) Consultants 100% of foreign
services under: expenditures
(a) Part A of 650,000
the Project
(b) Part B of 75,000
the Project
(2) Legal advisory 130,000 100% of foreign
services expenditures
(3) Vehicles, office 160,000 100Z of foreign.
and laboratory expenditures
equipment
(4) Training 170,000 100% of foreign
expenditures
(5) Drilling services 285,000 85%
(4) Unallocated 230,000
TOTAL 1,700,000

2. TFor the purposes of this Schedule, the term "foreign expen-
ditures” means expenditures in the currency of any country other
than the Borrower and for goods or services supplied from the
territory of any country other than the Borrower.
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3. The disbursement percentages have bean calculated in com-
pliance with the policy of the Association that no proceeds of the
Credit shall be disbursed on account of payments for taxes levied
by, or in the territory of, the Borrower on goods or services, or
on the importation, manufacture, procurement or supply thereof; to
that end, if the amount of any such taxes levied on or in respect
of any item to be financed out of the proceeds of the Credit
decreases or increases, the Association may, by notice to the
Borrower, increase or decrease the disbursement percentage then
applicable to such item as required to be consistent with the
aforementioned policy of the Assocfation.

4. Notwithstanding the provisions of paragraph 1 above, no
withdrawals shall be made in respect of:

(a) payments made for expenditures prior to the date of this
Agreement; and

(b) expernditures under Category (5) until the Association
has approved the time table and detailed proposals required under
Section 3.04 hereof.

5. Notwithstanding the allocation of an amount of the Credit
or the disbursement percentages set forth in the table in para-
graph 1 above, if the Association has reasonably estimated
that the amount of the Credit then allocated to any Category
will be insufficient to finance the agreed percentage of all
expenditures in that Category, the Association may, by notice to
the Borrower: (i) reallocate to such Category, to the extent
required to meet the estimated shortfall, proceeds of the Credit
which are then allocated to another Category and which in the
opinion of the Association are not needed to meet other expen—
ditures; and (iif) if such reallocation cannot fully meet the
‘estimated shortfall, reduce the disbursement percentage then
applicable to such expenditures in order that further withdrawals
under such Category may continue until all expenditures thereunder
shall have been made. :

6. If the Association shall have reasonably determined that the
procurement of any item in any Category is inconsistent with
the procedures set forth or referred to in this Agreement, mno
. expenditures for such item shall be financed out of the proceeds
~of the Credit and the Association may, without in any way
restricting or limiting any other right, power or remedy of the
Association under the Development Credit Agreement, by notice to
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the Borrower, cancel such amount of the Credic as, in the
Association's reasonable opinfon, represents the amount of such
expenditures which would otherwise have been eligible for
financing out of the proceeds of the Credit.
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SCHEDULE 2

Description of the Project

The Project which is designed to assist the Borrower's
petroleum exploration promotion program consists of the following
Parts:

Part A: Petroleum Exploration Promotion

(1) (a) Collectton, compilation, organization and inter-
pretation of existing geological and geophysical
data;

(b) Preparation of presentation documents on areas to
be offered for exploration to foreign companies.

(c) Provision to oil companies of information on
Guyana's petroleum potential.

(d) Monitoring of the activities of oil companies
operating in Guyana.

(e) Integration of data provided by such operating
companies in the Ministry of Energy and Mines'
interpretation of Guyana's basins.

(2) (a) Revision of the Borrower's Petroleum Act and

regulations and preparation of petroleum explora-
tion and production contracts.

(b) Negotiation of petroleum exploration and production
contracts.

(3) (a) Establishment of a petroleum unit to be responsible
: for overseeing petroleum exploration and develop~
ment.

(b) Establishment within the Petroleum Unit of a
petrolcum accounting and management system and
- procedures.

(4) Training of Guyanese te..anical staff in petroleum
exploration techniques, laboratory » ' - ires and related activi-

ties including overseas and on (.. . "7 "ning; and university
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trainir; {n petroleum geology and geophysics for staff members of
the Petroleum Unit.

(5) Acquisition and purchase for the Petroleum Unit of
vehicles, office and laboratory equipment and r erials, including
storage cabinets for geologic and geophysical data; technical
books, and special copying machines for logs and profiles.

Part B: Evaluation of Heaﬁy 011 Potential

Gravity and magnetic surveys in the coastal areas southeast
of Georgetown to obtain information concerning hydrocarbon
potential of the area and, on the basis of the surveys' findings,
drilling of appropriate exploration wells as determined by the
Borrower and the Association; and evaluation of sample cuttings
for oil shows.

* * *

The Project 1is expected to be completed by June 30, 1985.
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SCHEDULE 3

Procurement

A.  Limited International Tendering

Vehicles, equipment and other goods required for the Project
shall be procured by limited international tendering invoiving
the solicitation of at least three quotations from suppliers.

B. Local Competitive Bidding

C. Review of Procurement Decisions by the Association

1. Review of invitations to bid and of proposed awards and
final contracts: .

With respect to all contracts for drilling services:

(a) Before bids are invited, the Borrower shall furnish
to the Association, for ftg comments, the text of the invitations
to bid and the specifications ang other bidding documents,
together with a description of the advertising procedures to be
followed for the bidding, and shall make such modifications in the
said documents or procedures as the Association shall reasonably
request. Any further modification to the bidding documents shall
require the Association's concurrence before it is iggued to the
prospective bidders.

award the contract and shall furnish to the Assoclation, in
sufficient time for itg review, a detailed report on the eval-
uation and comparison of the bids received, and such other
information as the Assocfation shall reasonably request. The
Association shall, 1f {t determines that the intended award would
be inconsistent with the procedures set forth 1in the current
edition of the “Guidelines for Procurement under World Bank Loans
and IDA Credits" or this Schedule, promptly inform the Borrower
and state the reasons for such determination.
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(c) The terms and conditions of the contract shall not,
without the Association's concurrence, materially differ from
those on which hids were asked or prequalification invited.

(d) Two conformed copies of the contract shall he furnished
to the Association promptly after its execution and prior to
the delivery to the Association ¢ the first application for
withdrawal of funés from the Credit Account in respect of such
contract.

2. With respect to the items procured by limited international
tendering, the Borrower shall furnish the Association for 1its
comments before tte execution of the contracts relating thereto
with (A) a detailed list of such items and of the names of the
suppliers from which quotations have been solicited: and (R)
a detailed report on the evaluation of the quotations received
and such other information as the Association shall reasonably
request.

3. Before agreeing to any material modification or waiver
of the terms and conditions of a contract, or granting an exten-
sion of the stipulated time for performance of such contract, or
issuing any change order under such contract (except in cases of
extreme urgency) which would increase the cost of the contract by
more than 107 of the original price, the Rorrower shall irnform
the Association of the proposed modification, waiver, extension or
change order and the reasons therefor. The Association, if it
determines that the proposal would be inconsistent w1th the
provisions of this Agreement, shall promptly 1nform the Borrower
and state the reasons for its determination.
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INTERNATIONAL DEVELOPMENT ASSOCIATION

CERTIFICATE

I hereby certify that the foregoing is a true’
copy of the original in the archives of the Interna-
tional Development Associalion.

In witness whereof [ have signéd this Certifi-

cate and affixed the Scal of the Association

7
thereunto the Mday of ‘fi'?’l_
198 <.

SWW.Cz,

FOR SECKETARY Oil Concessions
(Guyana)




