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Item 1.01 Entry into a Material Definitive Agreement
On November 2, 2006, VAALCO Angola (Kwanza), Inc., a wholly owned subsidiary of registrant, announced the signing of a Production Sharing Agreement with Sociedade
Naciona de Combustiveis de Angola – Empresa Publica for Block 05/06 located offshore the Republic of Angola. The Production Sharing Agreement grants us a 40% working
interest and we will carry Sonangol Pesquisa e Producao, SA, the national oil company of the Republic of Angola, for a 10% working interest in all wells drilled and costs
expended on the block. We have paid a $ 10,500,000 signature bonus for our interest and are required to pay our share of costs to acquire and process 3-D seismic data and to
drill two exploration wells during a four year period commencing from the date of execution of the Production Sharing Agreement.
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