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Under the Foreign Ageats Registration Act of 1938, IN%?G S JRITY
REGISTRATION UNIT
Furnish this exhibit for EACH foreign principal listed in an initial statement
and for EACH additional foreign principal acquired subsequently,
Gray and Company
1. Name and address of registrant The Power House 2. Registration No.
3255 Grace Street, N.W.
Washington, D.C. 20007 336/
3. Name of foreign principal 4. Principal address of foreign principal
Kuwait Petroleum Corporation P.O. Box 26565, Safat, Kuwait

5. Indicate whether your foreign principal is one of the following type:

[ Foreign government
[] Foreign political party

(%) Foreign or [ ] domestic organization: If either, check one of the following:

[ Partnership [C] Committee
{x] Corporation [J Voluntary group
] Association [J Other (specify)

(] Individual - State his nationality

6. If the foreign principal is a foreign government, state:

a) Branch or agency represented by the registrant.

b) Name and title of official with whom registrant deals.

7. If the foreign principal is a foreign political party, state:
a) Principal address
b) Name and title of official with whom the registrant deals.

c) Principal aim

8. If the foreign principal is not a foreign government or a foreign political party,
a) State the nature of the business or activity of this foreign principal
Kuwait Petroleum Corporation is engaged through subsidiaries in the exploration,

production, refining, and marketing of oil, natural gas, and petrochemicals
both in Kuwait and abroad.




b) Is this foreign principal
Owned by a foreign government, foreign political party, or other foreign principal . . ... Yes £ No
Directed by a foreign government, foreign political party, or other foreign principal. ... Yes 1 No

Controlled by a foreign government, foreign political party, or other foreign principal .. Yes B No

Subsidized in whole by a foreign government, foreign political party, or other foreign
22T T Yes (] No

Subsidized in part by a foreign government, foreign political party, or other foreign

Ol
(]
O
Financed by a foreign government, foreign political party, or other foreign principal ... Yes §Z] No O
=
L L Yes (] No BJ

9. Explain fully all items answered ‘‘Yes’’ in Item 8(b). (If additional space is needed, a full insert page may
be used.)

Kuwait Petroleum Corporation (KPC) was established on January 21, 1980 pursuant
to Decree Law No. 6 of 1980 as the state-owned company to coordinate all of
Kuwait's existing oil interests. The Decree Law gives KPC a commercial status
which puts KPC outside of the normal state sector budget and expenditure control
system.

KPC is the successor to the four principal petroleum-related companies in which
the Government of Kuwait held interests upon the organization of KPC. All of
these companies are now wholly-owned subsidiaries of KPC.

Under the Kuwaiti Constitution, all hydrocarbon resources belong to the State.
In reflection of that fact and of KPC's commercial character, KPC earns its way
as a commercial enterprise on the margin which it earns between its cost of
crude oil as determined by the Government and whatever can be obtained in the
marketplace as revenues from sales of crude oil and refined products.

10. If the foreign principal is an organization and is not owned or controlled by a foreign government, foreign
political party or other foreign principal, state who owns and controls it.

Date of Exhibit A Name and Title  Jon Jessar t %ﬂ/\
Senior Vice President ‘
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‘ JNERNAL SECURITY
TO REGISTRATION STATEMENT . “*UCHON

Under the Foreign Agents Registration ARECISTRATION UNIT

of 1938, as amended

INSTRUCTIONS: A registrant must furnish as an Exhibit B copies of each written agreement and the
terms and conditions of each oral agreement with his foreign principal, including all modifications of
such agreements; or, where no contrect exists, & full statement of all the circumstances, by reason of
which the registrant is acting as an agent of & foreign principal. This form shall be filed in duplicate
for each foreign principal named in the registration stetement and must be signed by or on behalf of
the registrant.
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Name of Registrant

o s o e e il Sy T R 3t 1

Name of Foreign Principal

. GrayandCompany ] Kuwait Petroleum Corporation

Check Appropriate Boxes:

1. [} The agreement between the registrant and the above-named forcign principal is a formal
written contract. If this box is checked, attach two copies of the contract to this exhibit.

2. [} There is no formal written contract between the registrant and forcign principal. The
agreement with the above-named foreign principal has resulted from en exchange of
correspondence. If this box is checked, attach two copies of ell pertinent correspondence,
including & copy of any initial proposal which hes been adopted by reference in such
correspondence.

3. DX The agreement or understanding between the registrant and foreign principal is the result
% of neither a formal written contract nor an exchange of correspondence between the parties.
" If this box is checked, give a complete description below of the terms and conditions of the
oral agreement or understanding, its duration, the fees and the expenses, if any, to be
received.

No written or oral agreement between Gray and Company and Kuwait Petroleum
Corporation currently exists,

Incidental to its professional relationship with Santa Fe International, a
domestic corporation, Gray and Company was asked to engaje in several activities
on behalf of the Kuwait Petroleum Corporation., Staff time and expenses for
these activities were paid for by Santa Fe International.

4. Describe fully the nature and method of performance of the above indicated agreement or
understanding. '

Gray and Company has been retained by Santa Fe International since Septenber 28,
1981, for public relations/public affairs oounsel ani services.

Kuwait Petroleum Corporation has made a friendly offer to acguire Santa Fe
International.

It is not clear whether or not Gray and Company will perform similar activities
again for Kuwait Petroleum Corporation,




«92.

5. Describe fully the activities the registrant engages in or proposes to engage in on behalf of the
above foreign principal.

During the month of October, Gray and Company engaged in the following activi-
ties in behalf of Kuwait Petroleum Corporation (KeC):

o0 Counselled KpC representatives on how to handle questions from members of the
press regarding the proposed merger of Kuwait Petroleum Corporation and Santa Fe
International (SFI).

o Directed inquiries from meabers of the press about the morger to the appro--
priate KPC official(s).

o Advised the Deputy Chainmnan of Kuwait Petroleum on his testimony before the
House Goverament Operations Suboomnittec on Comnerce, Consuer & Monetary
Affairs. The subconmittec held two days of hearings October 20 and 22 to hear
testimony on the SFI-KPC merger,

0 Prepared and disseminated a press release. (Sec attachment).

6. Will the activities on behalf of the above foreign principal include political ectivities as defined in
Section 1(o) of the Act?d/ Yes§Z No ()

If yes, describe all such politicel activities indicating, among other things, the relations, interests
or policies to be influenced together with the nieans to be employed to achieve this purpose.

All of the above activities oan probably be oonstrued as "political activities”
under the Act. Any further political activities engaged in by Gray and Company
on behalf of Kuwait Petroleum Corporation will be reported to the U.S.
Department of Justice.

i NG L U S B SRS G B A O S Tt s 3 ST Al o oy P b o O

Date of Exhibit B Name and Title

Jon Jessar
Senior Vice President
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¥ political activily as defined in Section 4(0) of the Act means the dissemination of politicdl propagande and yny other
activity which the person engaging therein believes will, or which he intends to, prevaildpon, in :hnm ; convert,
induce, persvade, or in any other way fnfluence ey agen¢y or officia) of the Governnient of the United Stetes or any
section of the public within the Unlted States with reference 1o formuleting, edopting, or changing the domestic or foreign
policies of the United States or with reference to the politica) or public interests, policles, o refetlons of a government
of @ foreign country or & foreign political party. .

¢
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FOR KUWAIT PETROLEUM CORPORATION Contact: Jonathan S. Jessar
FOR IMMEDIATE RELEASE (202)333-7400

KUWAIT PETROLEUM SUPPORTS SEC INVESTIGATION

WASHINGTON, October 27 -- Kuwait Petroleum Corporation said today that it
totally supports the Securities and Exchange Commission in its efforts to
uncover any illegal trading in Santa Fe International securities.

A lawsuit filed yesterday by the SEC alleges trading in Santa Fe stock and
stock options on the basis of inside information.

The KPC spokesman emphasized that no one connected with KPC was involved in
any such activities and that KPC vigorously condemns trading on inside

information.
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KPC Press Release Sent to the Following:

R. Gregory Nokes
Associated Press

Donald H. May
United Press International

William J. Eaton
Los Angeles Times

Edward Cowan
The New York Times

Richard Gotcher
Wall Street Journal

William H. Jones
The Washington Post

Assignment Editor
ABC News

Irving R. Levine
NBC News

Kirsten Lindquist
Cable News Network

Assignment Editor
CBS News

Peter Montagon
and David Wallace
Reuters

John T. Norman
Dow Jones Wire
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Focus on Kuwaiti Investments

Deals' in U.S.

Stir Questions

ByBARNABY J. FEDER

Thirty years ago Abdullah al-Salim
al-Sabah, the Emir of the British Pro-
tectorate of Kuwait, signed a new roy-
alty agreement with the Kuwalit Oil
Company, the British- and Americen-
owned enterprise that dominated the
Kuwaiti oll scene. Soon he was recelv.
ing more than $2.5 million a week.

Within a year the British Foreign Of-
fice dispatched a high-ranking officlal
to help determine how Kuwalt could
invest the Emir's vast wealth outside
the shetkdom without causing foreign
policy problems. ,

Today the British are gone, Emir
Jaber al-Ahmed al-Sabah reigns over
an independent nation and the oil com-
pany has been nationalized. However

with oll revenues pouring into Kuwalti .
coffers last year at the rate of $290 mil-

lion a week, acco! to a Bankers
Trust estimate, both the need to invest
abroad and foreign fears about the im-
pact of such investments loom larger
‘thanever.

Kuwalt’s Sensitive Situation

Attention was focused on Kuwait's
enviable but sensitive situation last
Monday, when it was announced that
the Kuwait Petroleum tion, an

’
acquire the Santa Fe International
Oor{)oration. an Alhambra, Calif., ol
dril .servloesandex%o:ationeom-
or $51 a share. takeover,
hed boer, muggested by the oo Frnye e
A suggested by the com; 's
management l:;rter the mll(noﬂmty lmlml
proposed a a or-
est.wasvalgqed at $2.5 billion.

Representative Benjamin S. Rosen-
thal, a Queens Democrat, immedi-
ately urged T Don-
ald T. Regan to try to delay the deal so
that its impact on the United States
could be investigated. He also sched-

Continved on Page D4

" armof the nation’s oll
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Rep. Benjamin S. Rosenthal
Democrat, N.Y,

Hes urged Treasury Secretary
Donald T. Regan to sttempt to
delay the Kuwalt-Sants Fe desl
so thatits impact on the Unlted
States can be Investigated.

Robert Stobaugh
Harvard Business Schoo!

“Kuwaltis in a posltion to pro-
vide long-term equity at a time
when Wall Street Is 80 focused
onthls quarter's parformance
thatitis creating problems for
companles that want to grow
rationally."

i
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Fariborz Ghadsr
George Washington Unlversity

“Itis natural for Kuwelt to look to
the United States. They are g8 -
worrled about expropriation of
investments In developing coun-
tries as the muitinationals are."

piaacs s~ TN

Robert Roosa
Brown Brothers Harriman

“Unless we are talking about &
forelgn country domlinating e
perticuter Industry, there is a
clear benefit In having substan-
tialtoreign Investment here.'

Visa’s Move Warriea Clarrnan Tanlsa
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Focus on Kuwaiti Investments in the U.

Continued Frot First Business Page

uled héarings on it for this week before
the House Subcommittee on Com-
merce, Consumer and Monetary Af-
fairs, of which he is the chairman.

Mr. Rosenthal’s response reflected
concerns about the effects of growing
forelgn investment in American finan-
clal markets, businesses and real es-
tate, especla.fly investments by mem-
bers of the Organization of Petroleum
Exporting Countries.

Fearof Pressure on Policy

The fear is that OPEC nations might
threaten to withdraw their invest.
ments suddenly or attempt to use them
&s leverage to influence American
policy toward Israel. Some suggest
that such investments might be used to

ress the United States to slow its ef-

orts to become less dependent on oil
imports. Questions have also been
raised about the impact on the nation’s
_balance of payments of billions of dol-
lars in interest payments, corporate
earnings and dividends flowing to
- Arabinvestors.

* The Santa Fe deal, the largest
Jnown investment yet by an OPEC
‘member, came only weeks after Mr.
"Rosenthal’s subcommittee completed
heal at which estimates of
OPEC’s American investments

nmdashlghasszoomllion. .
t estimate was made by David -

7. Mizrahi, editor of Mideast Report, &
newsletter in New York, based on con-
versations he had had with sources in
the Middle East. His figure is almost
triple Treasury Department esti-
inates, which have been roundly criti-
cized by Mr. Rosenthal’s subcommit-
tee as based on inadequate data-gath-
ering procedures,

A Reputation for Innovation

i* Experts say it is no accident that a
Kuwalti investment has given Mr.
Rosenthal an opportunity to focus at-
tention on such issues again. Although
Kuwait is thought to have less money
invested in the United States than
Saudi Arabla does — $55 billion, com-
pared with Saudi Arabia’s $100 billion,
according to Mr. Mizrahi — it has long
had a reputation as the oil-producing
nation most likely to break new invest-

- ment ground.

The Santa Fe deal, the experts say,
is part of a natural and conservative

_diversification strategy that is several
years further along than that of the
Saudis. In acquiring Santa Fe, Kuwait
Petroleum is seen as continuing & push
toward vertical integration — the ca-
pacity to do everything from exploring
for oil through pumping it, refining it
and selling refined products.

. Since Kuwait Petroleum was
formed last year, Kuwait has put $50
million into a joint venture with AZL
Resources Inc., an exploration compa-
ny, and $185 million into a venture with
Paclfic Resources Inc. that will give
Kuwalt 50 percent ownership of the
Hawalian company's refinery. Nei-

. ther deal has been completed yet.

“It is natural for Kuwait to look to
the United States for such invest-
ments,” said Fariborz Ghadar, an in-
_ternational business professor at
George Washington University who

has studied the investment policies of
national oil companies. ‘‘They are just
as worried about expropriation

the multinationals are.”

Mr. Mizrahi said he an ex-
tension of the vertical integration into
a purchase of American gasoline sta-
tions by the end of the year.

“I have no knowledge of any such
lan,” said Fuad Jaffar, the officlal
rom Kuwait Petroleum's London of-

fice who signed the Santa Fe agree-
ment. In a telephone interview, Mr.
Jaffar played down the vertical inte-
gration aspects of the Santa Fe trans-
action. “It has no relevance to any
other deal,” hesald.

Worldwide Interests Cited

He described Kuwait Petroleum’s
investment aims as global, with trans-
actions in other parts of the world also
under discussion. He said his compa-
ny's investments were separate from
those made by other agencles of the
Government and from those of &l;lvne
Kuwalitis, such as the groups that re-
oglntly purchased two Texas refin-
eries.

Whatever the details, Kuwait Pe-
troleum’s investment strategy repre-
sents a small‘part of Kuwait's total
overseas investments. Other arms of
the Government hold bank deposits,
Treasury notes and bonds, real estate

" and huge investment portfolios man-

aged by major banks, including, in
this country, Morgan Guaranty Trust
apd Chase Manhattan, )

' Even more visible have been Ku.
walit’s direct investments in West Ger-
man manufacturers. These have in-
.cluded auto makers such as Daimlet-

i
- vestments in developing countries as

Benz (a 14 percent stike) and Volks-
wagen (6 percent as wel{ as a 10 per-
cent share )oﬂhe (] Bngllm
subsidiary); a + Meta.
llgeoeusxmm t), and & steel-
maker, Korf. (23 percent).
Smalier Investments In Japan
Smaller direct investments have
been made in several Japanese equip-
ment manufacturers, including
Hmmcm, Toshiba and Mitsubishi Elec-
c. . . . .
Typlcally, the major investments in-
votve wi and companies
with which Kuwait has had extensive
dealings. Last year Kuwait offered to

invest §1 billion for a 14.6 percent
share of the Getty Oll Company, which

purchases l“;:? amounts of Kuwaiti .
crude, but backed off when Getty's di-
rectors expressed opposition.

Most say that the to
the United States in such are
highly speculative, while the benefits
areimmediateand clear, .

A Lackef Expertise Is Seén

“Kuwalit is in a position to

ong-term equity at & time when Wall

cause the Ruwdtis fack operat
pertise. '\ g ‘ i

‘‘Unless W  talking abou
here,” said Robert Roosa, &
Brothers Harriman partner &
of the New York Stock Exc
committee on international n
“]t is unfortunate if the Congr

. reaction creates the impress

wurgnounopmsynem.”

Dividend Meeti
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Argen tina’s Floating Chemical Pla

Continued From First Business Page
nese company has built a power plant
for Bangladesh and a hotel was floated
to Abu Dhabi in the Persian Guif.
Other shipbuilders in Japan and Eu-
rope have begun to follow suit.

The advantage of the remote-con-
struction method is that many kinds of
factories can be built quickly and
cheaply in the controlled environment
of a shipyard, where a vari of
heavy cranes, special tooling
and skilled labor are available.

The method is particularly suited
for plants to be located in rapidly

areas where the infrastruc-
ture and skilled labor for conventional
construction are stretched thin, a com-
mon problem in many developing
countries. ‘
Delivery Abead of Schedule

The main disadvantage is that the
permanent mooring site of the plant
must be a river or protected coastal
area. In addition, the purchaser may
have to deal with angry construction
companies and unions at the destina-
tion site that resent lost employment
opportunities. -

Construction of the | plant tobk
only eight months. Delivery was three
months ahead of schedule and at least
orte year faster than constructing a

U .
*“The Japanese do such a A
John W. er, ml&d o’(at,he
polyoiefins division of Unlon Carbide,
said. 'l doubt that a U.S. shi

185
E
:
|
i
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were drawn up to make use
%‘aehugepetmchmucalobrr
superd deep-water por
made the city the outl'e,?
from the surrounding pa:
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Anuncertain political anc
climate led to repeated de
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material of much of the pet:
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U.S. Approves Santa ke Sale
In Spite of Unsecured Papers

New York Dally News

The Reagan administration gave
swift approval to Kuwait's $2.5 bil-
lion purchase of Santa Fe Interna-
tional Corp., a major U.S. oil explo-
ration firm, even though the Energy
Department had not completed “ar-
rangements” to secure sensitive doc-
uments owned by a Santa Fe sub-
sidiary.

Energy Department officials told
a essional panel yesterday that
C.F. Braun Inc,, a Santa Fe subsid-
iary, still has 25 classified documents
in its possession at the Hanford,
Wash., nuclear weapons facility,
which it designed. They insisted the
documents were “well protected,”
however.

National security concerns were
voiced by some in Congress when
news came out about the proposed
Santa Fe sale because C.F. Braun
had worked on several major de-
fense-related projects involving nu-
clear materials, including the Han-
ford plant and the Rocky Flats nu-
clear weapons plant in Colorado.

Despite those concerns, the sale of
Santa Fe to Kuwait was approved
and completed in 60 days.

“You gave this operation pretty
fast-track service,” Rep. Benjamin S.
Rosenthal (D-N.Y.), chairman of the
House government operations sub-

- committee, told Assistant Treasury

Marc Leland. “Only hie-

Secmaq
tory will tell if your decision was-*

eign investors, insisted that his
group and the Justice Department
agreed the sale would have no “ma-
jor negative implications™ for the
United States.

Energy Department officials tes-
tified that it will take two more
weeks to secure the documents that
C.F. Braun has and to “debrief” em-
ployes who had security clearances.
But they said they do not feel it was
necessary to block the sale while
they completed their investigation
and clearance of Braun.

*But Leland, who is chairman of, .| = .o
.| an interagency government commit~" * o
. .7} tee that approves all major acquisi- - -
* ") tions of American companies by for- | -
B R R AL PR ik B Rt .L&a.i
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This Memorandum of Understanding ig intended to set forth principles
concerning certain cts of the business an erations of Santa Fe
International Corpo ion (the "Company") foll ng the proposed merger

of the Company with a Delaware subsidiary of Kuwait Petroleum Corporation
("KPC"). This is not intended to be a binding legal document but, instead,
an expression of intent and principle by the parties.

1. Corporate Name and Principal Executive Office. Following the
Closing, the name of the Company will continue to be "Santa Fe International

Corporation." The Company's principal executive office will remain in
Alhambra, California. :

2. Personnel. No changes in personnel at any levels are contemplated.

3. Operating Authority. The senior management of the Company will
continue to serve as the management group for the Company and have oper-
ating authority for day-to-day matters. KPC will elect certain directors
to the Board of the Company. KPC's directors will have voting control of -
the Board, but the current directors have been invited to remain on the Board
and will be compensated on a competitive basis.

4. Compensation Matters. With respect to compensation and related
matters, the Company's compensation structure will be substantially similar
to its present structure. Salaries and bonuses for management will be set
at levels and paid consistent with past practice (bonuses could range from
30% to 60% of annual salaries). In addition, existing benefit plans will be
maintained with the exception of the stock option plan, the restricted stock
plan and the long-term incentive plan and such plans would be restructured
as indicated in paragraph 5. Moreover, in order to replace the stock bonus
plan, it is proposed that employees be permitted to deduct up to 5% of their
compensation for a saving plan and the Company will continue its practice
of matching one-half of this amount.

5. Book Value Appreciation Plan and Participation Type Plan. To
replace the Company's stock option plan, long-term incentive plan and re-
stricted stock plan and in order to retain key personnel in a competitive
industry, it is proposed that an amount to be determined will be devoted to a
"pool" which would be made available to those personc who ordinarily would
participate in option plans and restricted stock plans. This "pool” might
be allocated to a book value appreciation plan or another plan which would
be attractive to officers and key employees. The Company has advised KPC
that it estimates that currently a minimum of 12% of consolidated "payroll”
(as that term is currently defined by the Company) would. be needed to provide
an adequate pool. Further, it is proposed that the Company will adopt a
participation type plan similar to that currently used by Bechtel Corporation.
Under such a plan, officers and key employees would be permitted to invest
in such property as drilling rigs and exploration ventures through part-
nerships controlled by the Company with financing assistance from the
Company. In appropriate cases payments under benefit plans will be deferred

to encourage key personnel to stay with the Company on a career basis.

6. Additional Capital Contributions. KPC will invest substantial
additional capital in the Company to enhance the Company's ability to
develop its existing resources and carry on its growth and capital expendi-
ture plans, to take advantage of additional growth opportunities and to

retain and attract the high caliber personnel necessary to achieve those
programs.

. e 4% P e et e A S o—m et
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;ﬁ 5’ 7. Operation in Accordance With Plan. 1In the coming year, the senior
‘ management of the Company will operate the Company substantially in accor-

dance with its financial plan for 1982 under its present divisional structure.

8. Reporting. Following the Closing of the acquisition, the Chief
Executive Officer and Chairman of the Board of Directors will report to a
person identified at KPC. The Chief Executive Officer and Chairman of the
Company will have access to the Chairman of KPC on major policy matters.
To facilitate the decision making process KPC will arrange for persons
authorized to direct the Company's management in the event the Company
is unable to communicate with KPC on a timely basis.

9. Financial Statements and Professional Advisors. The Company
will continue to have its financial statements prepared in accordance with
generally accepted accounting principles (applying both such principles
and SEC principles). The Company will continue to retain its current
independent auditing firm, its financial and internal audit staff and
other regular outside professional advisors.

10. Directorships and Outside Activities. The Company's officers
~and personnel will continue to serve on boards of directors of other com-
panies and engage in outside activities of their choice so long as such
directorships and activities do not interfere with the performance of
their duties for the Company. -

11. Contributions. The Company will continue to make appropriate
contributions in accordance with the discretion of the Chief Executive
Officer and Chairman of the Board of Directors.

12. Financing. KPC has advised CORP of the general arrangements
made to mobilize its funds to finance the purchase and will provide
further advice by October 21, 198l.

13. Closing. Both parties will use their best efforts to close
the transaction at the earliest possible date. Such commitment includes the
retention of necessary professional personnel who will be instructed to
afford the Closing top priority. With respect to publicity, both parties
agree that press releases will be prepared in cooperation with the other
party to the extent feasible. It is the intent of the parties to close
the transaction on December 3, 198l. :

14. Absence of Binding Legal Agreement. With respect to this
Memorandum of Understanding, the parties acknowledge that the above does
not constitute a binding legal agreement but only a statement of principles.
It is understood that the elements of this Memorandum of Understanding
may be disclosed in the Company's Proxy Statement. '

DATED: October 5, 1981

-‘
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DECREE LAW NO. 6 OF 1980
ESTABLISHING THE KUWAIT PETROLEUM CORPORATION*

After taking note of the Amiri decree issued on 4 Ramadhan 1396 H., correspond-
ing to 29 August 1976, concerning the amendment of the Constitution, and

Articles 20, 21, 136, 137, 148 and 156 of the Constitution, and

Law No. 15 of 1960 in accordancé with which the Law of Commercial Companies *
and the laws amending it were issued, and

Law No. 30 of 1964 establishing the Audit Bureau, amended by Decree Law No. 4
~of 1977, and ‘ ‘ : ’

Law No. 19 of 1973 regarding the Conservation of Petroleum Resources, and

Decree Law No. 31 of 1978 setting forth the Rules For Preparing General Budgets
and their Supervision and Executiori and for preparing the final accounts, and

' Decree Law No. 15 of 1979 appertaining to the Civil Service, and

The Decree issued on 26 August 1974.providing for the establishment of the
Supreme Petroleum Council, amended by the Decree issued on 19 April 1975, and,

The Decree issued on 7 January 1979 concerning the Oil Ministry, and

In accordance with the proposals of the Minister of Oil which have been approved
by the Council of Ministers, ,

We have issued the following Law:

.CHAPTER 1

Concerning the Establishment of the
Corporation, Its Objectives and Regulationsg

Article 1

There shall be established a public corporation, economic in character and enjoying
an independent juridical personality, to be known as "the Kuwait Petroleum Corporation"
and to be supervised by the Minister of Oil, :

Article 2

The headquarters and legal domicile of the Corporation shall be Kuwaif, but the -
Corporation may establish branches, offices or agencies both at home and abroad.

10 by "!{a

Article 3 .
The objects of the Corporation are to carry out all activities relating in general to * . .
all stages of the oil.and hydrocarhon industries, as well as to those stemming f?&gmh—em“or‘

St

* Translated by MEES from the Arabic original which was published in the Kuwait official
_gazette Kuwait al-Yaum on 27 January 1980.
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connected with them or attached or complementary to them both in Kuwait and abroad, in- C
cluding particularly the following: -

(1) Exploring, prospecting and drilling for crude oil, natural gas and all other hydrocarbon
substances, and producing, storing, refining and processing all these substances and
their derivatives and products. - R

(2) Transporting,, distributing and marketing of crude oil, ‘natural gas,liquefied petroleum
gas and all other hydrocarbon substances, and their derivatives and manufactured pro-
ducts, and trading in all these substances.

{3) Engaging in the hydrocarbon-chemical industry including the petrochemical industry,
and storing,transporting and distributing the products of these industries and trading
in them.

(4) Engaging in services connected with all the foregoing including designing, building,
Zaintaining and operating the required plant, installations, instruments, apparatus,
equipment and facilities and managing existing projects, . :

, : i - Moo W et Ak

(5) Carrying out studies and research, and providing investment advice in connection with
all the fields appertaining to its objects. y

{6) Developingixationa.l expertise in technical, economic, managerial and other fields
connected with its activities. D

(7) Carrying out all operations and activities conducive to the fulfﬂlment of Vi.ts objectives.

Article 4

The Corporation shall market the crude oil and gas belonging to the State accord-
ing to financial criteria proposed by the Minister of Oil and approved by the Supreme
Petroleum Council and issued by decree. The Corporation shall also marketl refined petro-

leum groducts, liquefied petroleym gas and petrochemical products.
Article §

In the pursuit of its objects, the Corporation may take all the necessary measures,
including particularly the following:

(1) Establishing stock companies b itself, with full ownership of their capital, Unless
- otherwise stipulated in this Law, these companies shall be subject to the provisions of
the aforementioned Law No. 15 of 1960,

(2) Participating in the establishment of companies with other juridical persons without
specifying a2 minimum number of founders.

2 T e

merging them with or attaching them to itself, and also participating in the ownership
of existing companies. .

(3) Acquiring the ownership 6f existing companies, and reorganizing them, including ) ? w
i
- k-]

(4) -Participating with companies or organizations engaged in activities similar toitsown ¥ ~ .
. or which may assist it in fulfilling its objects.

(5) Borrowing from the Government or the financial institutions belonging to it and con- T
tracting loans and issuing bonds in local and foreign financial markets, conditional on
the approval of the Council of Ministers. : :

(i1)
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(6) Lending its wholly or partly-owned companies, and guaranteeing loans obtained by
them from third parties, conditional on the approval of the Council of Ministers.

Article 6

The Board of Directors of the Corporation shall exercise vis-a-vis cofrxp'a,nie's_'

wholly-owned by it the functions of a congtituent agsembly and an wm

as laid down by the Commercial Companies' Law.

The Sinpreme‘ Petroleum Council shall exercise the functions of an extraordinary
f Wﬁma-vis the companies referred to in the preceding paragraph.

CHAPTER 11

--Concerning Capital, Profits and Reaserves

Article 7 - ~ S : L
The capital of the Corporation is one thousand million Kuwaiti dinars, to be sub-
scribed by the State according to the needs of the Corporation as proposed by its Board of

_ Directors, upon the recommendation of the Minister of Oil and with the approval of the
Supreme Petroleum Council.

Article 8 '
C c. The Corporation shall acquire the following:
(1) The State's shares in the capital of the following companies:

{(a) The Kuwait National Petroleum.Company.

(b) The Kuwait Oil Company,

{c) The Petrochemical Industries Company.

(d) The Kuwaiti Oil Tankers Company.

With due regard to paragraph (4) of this article, these shares shall be valued in
accordance with the shareholders rights as of 31 December 1978 and the value of these
shares shall be considered a part of the Corporation's capital,

(2) The State's shareholding in the capital of the Arabian Ofl Company Ltd., of Japan,.
This shareholding shall be valued at the nominal value of the sharés subscribed to by
the State and the paid-up portion of the nominal value of these shares shall be con-
sidered a part of the Corporation's capital. - -

. e
(3) The State's shareholding in the oil and.gas producing concession in the Neutral Zone
<“D offshore, which shall be valued at its book value as of 31 December 1978,

(4) The Natural Gas Utilization Project which shall be valued at cost. The amounts already

paid on account of the project's cost shall be considered as  part of the paid-up capital
of the Corporation.

PR

)

K& ’ {(5) The ownership of the liquefied natural gas tankers delivered to date, which shall be
- valued at their cost at the time of delivery, and this shall be considered part of the paid-
up capital of the Corporation,

(iii)
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(6) The contracts for liquefied etroleum gas tankers under construction. The amounts
paid on account of the cost of these tankers shall be considered part of the paid-up
capital of the Corporation.

Article 9

The revenues of the Corporation shall consist of the income realized from the direct
exercise of the activities falling within its objects and received in return for work and services
rendered to others, as well as the profits accruing to it from companies wholly or partly-
owned by it. ’ ' :

Article 10

- There shall be deducted from gross profits a certain percentage 1o be determined
by the Supreme Petroleum Council, on the basis of a recommendation of the Corporation's
Board of Directors, to cover the depreciation of its assets. The Supreme Petroleum Coun-
cil may, at the recommendation of the Board of Directors, decide to deduct an additional
sum from gross profits which shal_lf be allocated for meeting the cost of amortizing the Cor-
poration's assets. s : e e

Article 11

In each financial year, the net profits of the Corporation shall be arrived at by
deducting all obligations, costs, expenses, and depreciation allowances according to

‘modern accounting principles generally applicable to industries and to activities within the
-scope of their objectives. .

Article 12 -

Net profits shall be distributed as follows:

First: 10% shall be set aside as a mandatory reserye but such deductions shall cease
once this reserve amounts o half the Corporation's capital.

Secondly: 10% shall be set aside as a general ggggrvg,. and this percentgge méy be amended
by a decision of the Supreme Petroleum Council, :

.

Thirdly: The balance of the profits shall go to the State Treasury.

CHAPTER III

" The Management of the Corporation

Article 13
The Corporation shall be managed by a Board of Directors set up under the Chair-
manship of the Minister of Oil. Upon the proposal of the Minister of Oil a decree shall be
issued setting forth the following:
E 41

-

(a) The procedure to be followed in the formation of the Board, the selection of its mem- .

bers and the appointment of a Deputy Chairman from among them; the number of the
Board members and their terms of office; and the competent authority for fixing their
remuneration,

(iv)

2
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(b) The regulations concerning the meeting of the Board, its work procedures, the
quorum needed to validate its meetings and the issue of its decisions; and the provisions
relating to the implementation of these decisions.

(¢) The rules for the formation of Board subcommittees and their work procedures.

() The rules and conditions for the selection of Managing Directors from among the Board
members and the procedure for defining their functions and powers.

Article 14

The Board of Directors shall have all the necessary powers {o manage the Cor-
poration, and the following powers in particular;

(a) To propose programs for the Corporation's projects and for following up on their im-
plementgtion. '

L -- T e

(b) -To establish companies or participate in the establishment of companies.

{(c) To acquire ownership of existing companies, participate in them or cooperate with
them in joint aclivities. _ >

(d) To propose the contracting of loans and the issue of guarantees and bonds,

(e) To acquire ownership of and administer real estate in accordance with rules to be
issued by the Supreme Petroleum Council,

() To 'appoint the boards of directors of the Corporation's wholly-owned companies and
select the Corporation's representatives on the boards of directors and general
assemblies of companies in whose capital the Corporation participates.

(g) To propose draft by-laws for the Corporation,
(h) To. prepare the Board of Directors' annual report on the Corporation's activities eud

financial position and to prepare the draft annual budget, the draft balance sheet, the
‘profit and loss account and the dividend distribution account,

.Article 15

The Chairman of the Board of Directors shall represeht the Corporation before
the law and in its relations with others. ) - -

The Deputy Chairman shall assist the Chairman and substitute for him in chairing
the meetings of the Board of Directors during the Chairman's absence and act for him in

other matters on the basis of a mandate from the Chairman, - e
. . i . g. .
The Chairman and his Deputy each have the right to sign singly on behalf of the S
Corporation but the Board of Directors may delegate signature authority to others subject 1} ’
to conditions and limits which it will lay down. i
~»

Article 16 | | Y.
The Supreme Petroleum Council shall:

(1) Approve the general policy of the Corporation.

v)
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(2) Approve the alteration of the capital of the Corporation. _ C
(3) Approve the administrative and financial by-laws of the Corporation.
(4) Draw up the regulations concerning the employees and workers of the Corporation
without contravening the provisions of Articles 5 and 38 of the aforementioned Law
No. 15 of 1979,
(5) ‘Regulate the tenders and other such activities of the Corporation.

-(6) Approve the establishment of companies, or participation in their establishmeﬁt, or
. the acquisition of ownership of existing companies or participation jn them,

(7) Approve the liquidation of affiliated companies o;' their merger with the Cdrpox"ét'iori:
or with each other. . = .

O -
f

' (8) Discuss the Board of Directors' annual report, and approve the draft annual i:udéet,
the balance sheet, the profit and loss account, and the divided distribution account,

(9) Appoint the auditors and specify their remuneration for the subsequent financial year,

CHAPTER IV

The Corporation's Bugégét and Accounts

Article 17

Ty
‘The Corporation's budget shall be independent of the State budget and shall be pre- C
pared on the lines of commercial budgets in accordance with modern accounting principles e
generally applicable to industries and the activities falling within the scope of their

objectives. '

The Corporation’s financial year shall begin on 1 July of each year and shall end
on 30 June of the following year. Excepted from the provisions of this paragraph is the
Corporation's first financial year which shall begin as of the date of the implementation of
this Law and end on 30 June of the following year.

The Corporation shall be subject to the provisions of the aforementioned Law No.
31 of 1978, due regard being taken of such other provisions ag may be passed by the
Supreme Petroleum Council. : -

.

- Article 18 | ' S e . )

The Corporation shall have one or more certified accountants as auditors to be
appointed by the Supreme Petroleum Council each year who shall audit the accounts of the
financial year for which they have been appointed. The auditors shall exercise the powers
and fulfill the obligations stipulated in the Commercial Companies' Law.

-

Article 19 "
The auditors shall submit to the Supreme Petroleum Council a report stating M

whether the budget and the profit and loss account are in agreement with the facts and ‘

whether they represent correctly and clearly the Corporation's true financial position, and

also whether the statements included in the Board of Directors' report are in agreement C

with the facts appearing in the Corporation's books; and whether there have been any viola- '

tions of the provisions of the Corporation's law or its internal regulations during the financial

(vi)
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year under review which affect the Corporation's activities or its financial standing; and
whether such violations are continuing, to the extent that such information is verifiable to
the auditors. The auditors shall be held responsible for the correctness of the statements
appearing in their report.

CHAPTER V

General Provisions

Article 20 : . : . .
The Corporatlon's funds shall be considered as privately-owned State funds vnth '
the exception of such funds as may be apprOprlated for the public interest.

Artxcle 21 o e e e ‘\

Debts owned to the Corporation shall enjoy the same preference as Government
debts enjoy vis-a-vis debtors and sflall be collected in the same manner as State funds.

W 3
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The Corporation shall not be subject to the Prior Control provisions prescribed
by the aforementioned Law No. 30 of 1964.

Article 23 - . _ _ . e

:

"The Prime Minister and Ministers - each according to his field of specn.ahzatlon -
shall implement this Law which shall come into effect as from the date of its pubhcanon in
the Official Gazette.

The Ruler of Kuwait
Jabir al-Ahmad

The Deputy Prime Minister
Jabir al-'Ali al-Salem

The Minister of Oil :
'Ali al-Khalifah al-Sabah

* Issued at Seif Palace on 3 Rabi' I, 1400 H., corresponding to 21 January 1980,

(vii)
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EXPLANATORY MEMORANDUM TO THE DECREE LAW
-ESTABLISHING THE KUWAIT PETROLEUM CORPORATION

Kuwait's oil wealth is the nation's mainstay and the source of its strength. The
Kuwaiti oil industry has made great progress. Its modern refining capacity now represents
a high proportion of oil production, associated gas is fully used, the proportion of oil and
gas transported in national carriers continues to rise, and operational and marketing
capability in the production of fertilizers is increasing. All of these results bear witness
to this progress and make it incumbent to strive to maintain the pace of this progress and
reinforce development, as well as to enhance the effectiveness of the Kuwaiti ofl industry
and overcome whatever difficulties and obstacles it may encounter.

The most appropriate means of strengthening this industry js to establish one
corporation which will own all the companies operating in the ofl industry and provide the
necessary services and centralized planning, while assigning the work to the various
sectors on a scientific basis, whether to departments which will carry out the work directly
or to wholly-owned subsidiaries, according to the requirements of the work and the special
circumstances of each sector, so that officials from each sector may participate in drawing

up the corporation's general policy and an integrated plan for the industry in order to ensure
complete coordination between the various sectors.

~~ Therefore, and to this end, the accompanying draft law has been drawn up establish-
ing this corporation,

In its first chapter the draft law sets out the special provisions establishing the
corporation and its objects and regulations. It provides in Article 1 that & public corpora-
tion shall be established, economic in character and enjoying an independent juridical per-
sonality, to be known as "The Kuwait Petroleum Corporation' and to be supervised by the
Minister of Oil. By "economic in character" it is meant that it will be run on a commercial

_basis-and will take into account long-ter including the development o
the Kuwaiti oil industry and its expertise. In accordance with Article 2 the headquarters
and legal domicile of the Corporation shall be Kuwait and it may establish branches, offices
and agencies at home or abroad as necessary.

Article 3 defines the objects of the Corporation, which include all activities relat-
ing to the oil industry from exploration, drilling and production of o0il and gas to transport-
ation, refining and marketing and setting up industries based on oil. It goes without saying

~ that the exercise of thes ctions will ha d o
the Ministry of Oil and of the pro of arding the conservation of oil
_resourceg,. In accordance with Article 4, among the objects of the Corporation is the mar-

_keting of crude oil and gas belonging to the State according to financial criteria proposed by
- the Minister of Oil and approved by the Supreme Petroleum Council and issued by decree.
By this it is meant that the State will set the price on the basis of wh’ *h the Corporation will

be accountable to the State in respect orMe-Rutes-vf-crude ot 1"Bid" gas for various purposes,
Wwith a reasonable margin of profit being allowe in return for undertaking marketing

operations and appropriate to the efforts it makes to this end. Tne Corporation shall alsobe
responsible for marketing refined oil products, liquelied petroleum gas and petrochemical

products.

In order to enable the Corporation to achieve these objectives, Article 5 of the
draft law guarantees it the right to take all necessary measures, whether by direct action
or through the formation of companies owned wholly or in part, Article 6 specifies the
functions the Corporation shall exercise in regard to companies whose capital it owns
wholly, and stipulates that the Board of Directors shall exercise the functions of a constit-
uent assembly and an ordinary general assembly. The Supreme Petroleum Cotincil ghall

exercise the functions of an extraordinary general assembly vis-a-vis the aforementioned
companies.

{viii)
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Chapter II of the draft law sets the capital of the Corporation and lays down the
rules relating to profits and reserves. Article 7 stipulates that the capital of the Corpora-
tion shall be one thousand million Kuwaiti dinars to be subscribed by the State according to
the Corporation's requirements. In accordance with Article 8 the State's rights in the four
main existing oil companies - the Kuwait National Petroleum Company, the Kuwait Oil Com-
pany, the Petrochemical Industries Company, and the Kuwait Oil Tankers Company - shall
pass to the Corporation as well as the State's share of the capital of the Arabian Oil Com-
pany of Japan and the state's outlays on certain projects in the oil sector. The value of
assets assigned to the Corporation under these provisions shall be considered a part of its
capital. - . . . T . . e R

o . . - LR A . . e . . : s M | o [ . .o

As for the revenues of the Corporation, under Article 9 these shall consist of in-
come realized from pursuing its activities and aims directly and its profits from companies
owned wholly by it or in whose capital it participates. Article 10 obliges the Corporation to
deduct from gross profits a certain percentage to be determined by the Supreme Petroleum
Council on the basis of a recommendation of the Board of Directors to cover the deprecia-
tion of the Corporation's assets. Article 11 stipulates that the net profits of the Corporation
in each financial year shall be arrived at by deducting all obligations, costs, expenses and . |
depreciation allowances according to modern accounting principles generally applicable to
industries and to activities falling within the scope of their objectives. : B

* s .- . P . Je et -7 ot

In order to enable the Corporation to safeguard its cepital and expand its opera-
tions in an industry where fluctuations are the rule, Article 12 stipulates that 10% of net
profits shall be set aside as a mandatory reserve but that such deductions shall cease once .
this reserve amounts to half the Corporation's capital. A further 10% of these profits shall
be set aside as a general reserve and this percentage may be amended either upwards or
downwards by the Supreme Petroleum Council. The balance of the profits shall go to the
State Treasury. . : C ‘

Chapter III of the draft law contains the provisions relating to the management of
the Corporation. These provisions basically divide responsibility between the Supreme
Petroleum Council and the Corporation's Board of Directors so that fhe Supreme Petroleum
Council is responsille for everything relating to the drawing yp of overall poljcy while the

Board.of Dixectors is respansible for management operations under the supervision of the
Supreme Council, Co . o

Article 13 stipulates that a Board of Directors shall be formed under the Chairman-
ship of the Minister of Oil. In order to achieve the requisite flexibility this Article provides
that a legislative decree shall be issued defining the procedure to be followed in the forma-
tion of the Board and other provisions relating to it such as the rules for convening it and
for its work procedures, the rules for the formation of subcommittees,and the rules and

conditions for selecting managing directors and the procedure for defining their functions )
and powers, '

Article 14 concerns the definition of the functions of the Board of Directors of the
Corporation so that it shall have all the powers necessary to manage the affairs of the Cor- -
poration. It goes without saying that the Board shall exercise these powers _Withig the..

limits and under the terms specified in the 1aw by réspecling the Jurisdictions accorded

_both the Supreme Council and the Ministry of Oil, For example, the Board of Directors'
right to establish companies in accordance with paragraph (b) of Article 14 shall be subject -
to the approval of the Supreme Council in accordance with paragraph (6) of Article 16, and =
its right to propose draft by-laws shall be subject to the approval of the Supreme Council in
the manner specified in paragraph (3) of Article 16 in so far as concerns the Corporation's
administrative and financial by-laws and in paragraph (4) of that Article in relation to draw-
ing up the regulations regarding its employees and workers.

" -
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In accordance with Article 15 the Chairman of the Board of Directors shall be
responsible for representing the Corporation before the law and in its relations with others.

‘The Deputy Chairman shall provide assistance to the Chairman and substitute for him on

chairing the meetings of the Board of Directors during his absence as well as in other mat-
ters on the basis of a mandate from the Chairman. Paragraph 8 of this article specifies
who may sign singly on behalf of the Corporation. This right is given to the Chairman of
the Board, his Deputy, and to anyone who is delegated by the Board of Directors to sign
within the limits and under the conditions specmed by the Board

Article 16 enumerates the functlons of ghe Sugrgme Pe_t.roley,m gg gn, 1n a man-

ner which ensures that it shall have supreme and dominagt.nower over the definition and
drawmg up of overall policy for the exploitation of Kuwait's oil resources. The text is at
pains to stress that the ri gﬁt of the Supreme Council to draw up regulations for the Corpora-
tion's employees and workers shall not infringe on the jurisdiction of the Civil Service

Board. The text also covers the right of the Supreme Council to regulate the tenders and
practices of the Corporation, and it goes without saying that until a contrary decision is is-

-sued by the Council, its Decision No. 79/5 regarding the regulation of the tenders of oil

companies remains in effect. Similarly it was taken into consideration that these rights
include the right to dissolve affiliated companies or incorporate them into the Corporation

or into each other, thus permitting the reorganization of the oil gector and the realization
of the goals of the Corporatxon s esta 1shment _ '

-~ In Chapter IV the’ draft law lays down the regulations for the Corporatxon's budget
and accounts.
State budget and shall be prepared on the lines of commercial budgets in accordance with
modern accounting principles generally applicable to industries and the activities falling
within the scope of their objectives. This is pursuant to the provision in Article 1 of the
law that the Corporation shall be economic in character. This article also specifies that
the Corporation's financial year shall be defined as beginning with the State financial year

" on 1 July and ending on 30 June each year, because of its effects on the general budget of

the State. The Corporation's first financial year is excepted from these provisions and
shall begin as of the date of implementation of this law and end on 30 June of the following
year. In accordance with the last paragraph of Article 17 the provisions of Law No. 31 of"
1978 shall apply to the Corporation regarding the rules for preparing the general budget and
supervising its implementation and drawing up the final accounts, taking into cons.deration
whatever new provisions may be approved by the Supreme Petroleum Council.

Article 18 requires that the Corporation shall have one or more auditors end de-
fines their responsibilities so that they shall have the rights and obligations specified in
the Commercial Companies' Law. Article 19 stipulates that the auditors shall submit a re-

" port to the Supreme Petroleum Council and shall be responsible for the correctness of the

statements appearing it it.

Chapter V of the draft law contains a number of genefal provisions. Article 20"
specifies that the Corporation's funds shall be considered as privately-owned State funds
with the exception of such funds as may be appropriated for the public interest.

State funds are not all public funds allocated to public utilities and intended to
satisfy the direct needs of citizens. Part of these funds are held in private ownership by
the State and allocated for economic investment, and the Corporation's funds, by virtue of
its raison d'etre and the economic nature of its activities falls into this category. Further-
more, its commercial character is testified to by its projected relationship with third

arties In accorda agraph 2 of Article 19 of the Commercial Law. Therefore
the text of Article 20 merely represents the application of an established principle and is

intended to allow the Corporation a greater degree of flexibility in pursuing its activities

(x)

Article 17 stipulates that the Corporation's budget shall be independent of the
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‘ ' - and transactions with others at home and abroad, while at the same time taking care to
a categorize as public funds those funds of the Corporation allocated to the public interest,

In any case, whatever the nature of the Corporation's funds they are part of the
State's funds, and therefore Article 21 stipulates that the Corporation's debts shall enjoy

the same preference as government debts enjoy vis-a-vis its debtors and that they shall be -
collected in the same manner as State funds.

In order not to burden the Corporation with restrictive governmental regulations

and to enable it to carry out its work in a vigorous commercial manner, Article 22 exempts
it from the provision of prior control of the Audit Bureau.

In the form in which it has been submitted, the draft law lays the foundations of a
new organization for Kuwait's oil industry, removing all obstacles in its way, permitting it
to preserve its accomplishments and allowing it the freedom and flexibility necessary for
discharging its work, all subject to a framework of effective controls guaranteeing the
soundness of its operations.

{4

(xi)



- ha ceve 0

anuy ARC We NOrtn AITican country even
more important to the U.S. : .
" If proved, such oll reserves would move
Sudan to fourteenth place on a list of nations
with oll deposits, ranking just ahaas? of Indo-
nesia with estimated proved r. of 9.5
billien barrels and Algeria wil{f®.2 billion
barrels.

The 10-billion-barrel estimate comes
‘from Lawrence W. Funkhouser, vice presi-
dent, exploration and production, for Stand-
ard Oil Co. of California, Socal has leased
perhaps the biggest exploration area among
the dozen or so Western ofl companies cur-
rently exploring in Sudan, and so far it has
had the most success, discovering a field in
southern Sudan that is estimated to have as
much as 400 mitllon barrels of oil,

 Mr. Funkhouser says that Sudan would
need at least one billion barrels of proved
reserves to become an oll exporter, which
would bring In‘badly needed foreign cur-
tency. He note that the oil discoveries
made so far stretch over a wide area of this
vefy large country, “And there's a whole
bunch of Sudan that nobody's explored yet,"
he says. \

Sudan is having trouble making Interest
payments on loans from Western banks. It
has been forced to take some domestically
unpopular belt-tightening moves to get a
$220 million emergency credit from the In-
ternational Monetary Fund, including a cur-
rency devaluation and a reduction of subsi-
dies for basic foods.

Moreover, its agriculture has been devas-
tated by an ill-fated campaign in the 1970s to
introduce expensive capital-intensive farm-
ing methods. On top of that, the country has
been hurt by a “brain drain” as Sudanese
skilled workers migrate to countries where
job prospects are better.

Although major oll discoveries wouldn't
be a panacea, they could pump new life into
Sudan’s mioribund economy. The country
has wready discovered enough oil to justify
construction of a 25,000-barrel-a-day refinery
to meet its internal needs.

Questions about the size of Sudan's oil re-
serves probably will be answered soon be-
cause government contracts require foreign
companies such as Socal to find enough oil
to juslify full-scale produttion within about
four years, or possibly lose claim to their
leased exploration areas.

“We're building roads. We've got three
rigs and four seismic crews in the fleld.
We'll probably know how much we've got by
the end of 1983, says Mr. Funkhouser.

Among the ofl companies exploring in Su-
dan are Texas Eastern Corp., the French oil
company Total Cie. Francaise des Petroles,
and Phillips Petroleum Co. Others report-
edly seeking concesslons include Mobil
Corp. and Atlantic Richfield Co.

If Sudan became an oil exporter, it is be-
lieved it would want to join the Organization
of Petroleum Exporting Countries. Although
OPEC isn’t known for belng pro-U.S., Sudan
might well give Washington an ally inside
the oil organization. Ol might also give $o:

O Tt

cial, legal, health, envitonmental and edu-
cational matters. It also has set up ma-
chinery to guarantee fundamental righ
and freedoms &f idiviSuals, and can
pend member states if they violat
council’s various conventions.
Among the antidemocratic actions in
Turkey cited by the counctl have been the
recent jailing of former socialist premier
Bulent Ecevit for criticizing the military
government, the disbanding of political
barties. reports of torture of prisoners and

Kuwait Envisions
Role as Major Force
In Oil Exploration

Bya Wars. StukcT JovanaL Staff Heporicr

NEW YORK-~Kuwalt Petroleum Co. will
become a major force In internationai oil ex-
ploration, Sheik All Khalifa al-Sabah told
Petroleum Information International, an in-
dustry newsletter.

Sheik Ali Khalifa, Kuwait's oil minister
and chairman of the state ol company, said
the concern has spent close to $100 million in
198} acquiring leases in nine countries rang-
ing from Canada to Australia.

Abdul Razak M. Hussain, chairman of
Kuwalt Foreign Petroleum Exploration Co.
~the KPC division handling foreign explora-
tion~was quoted as saying thal some explo-
ration ventures being weighed will make
current operations “look like peanuts.” He
added that within three years Kuwait could
be spending $500 million to $600 million a
year drilling outside its own territory either
through direct participation or through part-
nerships.

Sheik Ali Khalifa said Kuwait would re-
main cautious about investments in down-
stream operations such as refining and mar-
keting and would concentrate on oil explora:
tion and production.

KPC recently bought Sanmta Fe Interna-
tional Corp. for $2.5 billion, a major step in
building itself into an international explora-
tion and production force. Because the com-
pany has the backing of the Kuwaiti govern-
ment, it has enornious potential as a player
in world exploration. Kuwait has a popula-
tion of just 1.3 million, but it has 15 of the
world’s oll reserves, second only to Saudi
Arabia. .

A Bankers Trust Co. report on cash sur-
pluses in the Organization of Petroleum Ex-
porting Countries estimated that, by the end
of 1981, Kuwait will have accumulated $76.2
billion in foreign assets,

Petroleum exploration is seen as an addi-
tional outlet for Kuwaitl investment and as
an additional source of revenue. Analysts
note that any overseas oil production by
KPC wouldn't need to be tied in with OPEC
agreements on pricing or production,
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als should make somne concrete concessions
to accommodate the Earopean demands.
Western Ald Needed

“The last thing the U.S. wanls is to
ave a Turkey isnjated from Western Ku-
rope,” says one Ametican official.

If the council were to expel Turkey, it
could adverseiy affect Western aid that is
needed o improve the economy. “This
would undo everything the tnilitary govern-
ment has so far accomplished,” says Zafer
Atay, foretgn editor of the right-wing daily
newspaper, Tercuman.

Backed by huge borrowings from the
West, Turkey's ruling National Security
Council has successfully applied a strict
economic stabilization program. This has
increased the country's export earnings
and remitlances from Turkish workers
abroad, and reduced the inflation rate to
40% this year frum 1007% in 1980,

But as part of its pressure against mili-
tary rule, the Organization for Economic
Cooperation and Development, lod by West
Germany and the Scandinavian countries,
cut off $600 ruillion in economic aid to Tur-
key in 1981. And the Common Market has
suspeinded talks for Turkey's full 1eniber-
ship until democracy is restored. Many Eu-
ropean states are continuing to enforce
visa restrictions on Turkish nationals that
they imposed shortly after the Sept. 12,
1980, military coup.

The National Sccurity Council. com-
posed of four generals and one admiral,
5ays it won't restore parliamentary democ-
racy until it has drawn up a new constity-
tion. It also wants to establish laws goveru-
ing potitical parties.

New Constitution?

Gen. Kenan Evren, head of state and
chairman of the National Security Council,
is scheduled to appear on television New
Year's Day. He is expectad to announce a
date for a4 national referendum on a new
constitution and to set a timetable for a re-
turn to democracy.

In the past 21 years, the Turkish army
has assuined power three times because of
breakdowns in  guvernment authority,
growing polarization amony political par-
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=7 Me, X says that Le bas had
conversalions with U.S. State rtment
officials abouott:Sudan and that “mtbeere is an
atmosphere of urgency" about country
since the assassination of Anwar Sadat in
Egypt, Sudan’s neighbor to the north. “We
el the feeling that Washington is deter-
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sassination, the administration
glheedg«}uto lncrt'a.':eul itary aid to Suda'%
military eq t supposedly wou
be used to delens aguingt Libys, to the
northwest, but 4t could also prove tmportant
isne protecting oll-tanker routes in the Red
a, 5 H -

_In fact, with the Persian Gult still unsta-
bie because of the Iran-Iraq war, countries
like Saudi Arabia are making plans to avoid
the Gulf by shipping more and more of their
crude to Red

mined that Sudan not be lost™ by the West,
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$6,000,000 Cre

$3.000.000 Secured Term Loan
$3.000.000 Revolving Credit |

has been granted to

TVC Laboratories, Inc.
&
TVC Video, Inc.

subsidiaries of

TVC Image Technology,
o

y o
Trefoil Capital Corpor
New York, NY. -
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