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(h) evaluation of the Hydrocarbons Reservoir and-adjoining:areas; and

()

‘Additional “geological data-and other relevant information relating to the
Discovery.

7 6 Where the Lessee by notrce in wrmng under Ar’ncte 7 4 has mformed the Lessor that

(b)

©.

reenmient thie Exploitation Area in respect
i _rea 50 far as the boundaries of

notlce ‘was glven under Artxole 7 4, -together with a reasonable margin
suiroundingsthe. periphery:ofithat afeas.In the event that the Lessor and the
Lessee arevdiiablerwithin: sixty (60)-cdlendar days from the date of the nottoe
Sunder Article:s 7:4-to- ﬁgree :on *the=boundaries of the Expleitation Area the
Lessor or the Lessee may refer the matter for determination by a Sole Expert
iy accordance wrth “Atticie” 23

the Lessee will prepare and submit to the Lessor not later than six (6) Months
from the date of the notloe guven under Adicle 7.4 a Development and
' ’ 6t of the Discovery. The Development and

"‘PrOdu'ctron' Programme shall be” consrstent with the requirements of the

S

d”on sound engineering and economic
d- Oilfield Practices and be designed. to

Présidential ‘Decrée, bhe prep'

principles in accordancs’ with
ensure:

() “ihe maximum economic’ recovery -of Hydrocarbons by the efficient,
beneficial and timely usé of the Hydrocarbon resources of the
Exploitation Area;

(i)  adequate measures for the protection of the environment in conformity
with accepted standards prevailing in the international petroleum
mdustry, and takmg account of the. particular characteristics of the

ct Area

Con

Without prejudrce to the general:ty of the requirements set out in Article 7.6(b)
the Development and Production Programme will contain the following

particulars:

(M :feasrble alternatrves for the development and production of the
Dlscovery, including. | the method for disposal of assocrated gas;

(i) proposats relating to the spacing, dnltrng and completion of production
; “and” ‘injection wells, the production and storage ifstaltatiohs and
transport and delivery facilities required-for the production, storage and
transport of Hydrocarbons. The proposals will include the folloWing
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information:-
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(A) estimated number of production and injection weils;

(B) (b)'particulars of production equipment and storage facilities;

(C) particulars of feasible alternatives for transportation of the

Hydrocarbons including pipelines;

(D) particulars of installations and other technical - equipment
required or the operations:

M

e

©)
4

®)

©®)

™)

®)

the production profiles for Crude Oil and Natural Gas
from the Hydrocarbons Reservairs;

spéciﬁc steps which the Lessee proposes to take during
production to prevent pollution and to restore the
environment when the Exploitation Stage terminates;

cost estimates of capital and recurrent expenditures;

economic feasibility studies carried out by or for the
Lessee in respect of the Discovery taking into account
the location, the water depth (where applicable),
meteorologiéal conditions, cost estimates, the price of
Hydrocarbons and any other relevant data; and
evaluations thereof;

proposals (if any) relating to the establishment of
processing facilities and processing of Hydrocarbons in
Greece; '

safety measures be adopted in the course of the
Exploitation Operations including measures to deal with
emergencies;

estimate of the ti_mé required to complete each phase of
the Development and Production Programme; and

the delivery point for the delivery of the Lessor's In-Kind
Royaity.

At or before the time the Development and Production Programme is submitted to the
Lessor the Lessee, if so requested by the Lessor and in addition-to the EIS prepared in
accordance with Article 12, will make available to the Lessor an environmental impact
study prepared by a third parly (approved by the Lessor) with expertise in the field of
international environmental studies, for the purpose of assessing the effects of the
proposed ‘development on the environment, inciuding its effect’ on human beings, wild
life and marine life in and around the Contract Area. This EIS-shall, as a minimum
address the matters referred to in Article 12.6. '
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7:87 Withinstwo™ (2) - Months:-ffom sthe daté™ on. whio'h_,-: the: Development: and -Prgduction
Programme was submitted to the Lessor, the Lessor will: approve the Development and
,__Productron Programme unless, after rts review by the Teohmcal Advrsory Commrltee

Article 23.

=i (@) if ther SelevExpert: isof -theopitiion “thatrthe Developmeént and -Production
Programme submitted by:the kessee meets:the.requirementrof-Article 7.6 (b),
the '‘Developmentdnd Production:Programme shall‘be deemed-to have been
approved: by the:Lessor;..

(b) if the uole Expeu rs of tne oprmon that the Deve(opment and Production
Programme does not meet the requirements of Article 7. 6(b) the Lessee shall,
notlater thans sixty (60) calendar days from.the date on which the Sole Expert
has .given-:his opinion, either re-submit -the Development and Production
Programme amended:to take account of the opinion. of the Sole Expert or
surrender. the Exploitation-Area; and

(¢c) where the Lessee has re_—{subm_itte_d- the Development and Production
Programme, amended as afbresaid, the Development and Production
Programme;rasiso amended;:shall-be:deemed to-have-been approved by-the
Lessor within five (5) Business Days of its receipt by the Lessor.

ARTICLE 8
DURATION AND EXPIRATION OF THE EXPLOITATION PERIOD

8.1 SUbject to th‘e p’o‘é‘éiﬁility df’“‘éin ’extéh"s"ion pursd"a"nt to pa‘ragra'ph 13 o‘f a'rt'i'CIe 5 of the

shall be twenty t”ve (25) years from the date on which a notice - was glven by the Lessee
to the Lessor under Article 7.4 (twenty five (25) plus two (2) extensions of five (5) years

each).

8.2 The Léssee may at any time unconditionally surrender 100% of it exploitation rights
over any one (1) or more or over all of the Exploitation Areas created under the terms of
Article 7.6, by serving notice to the Lessor (90) calendar days in advance. Such
surrender shall not entifle the Lessee to any claim whatsoever against the Lessor in
respect of costs or damages. Surrender by the Lessee of less than 100% of its
exploitation rights in one (1) or more or in all of the above Areas or surrender with
conditions shall not bé permrtted "but nothing in thrs paragraph ‘sHall be read or
construed as prohibiting a.Co-Lessee from withdrawing from this Agreement provided
that its rights and obligations under this Agreement are assumed by the remaining Co-
Lessees (or by a third party) accordmg to Article 20 of thrs Agreement
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8.3 Upon the.expiration of the Exploitation Stage in any Exploitation Area the same shall

8.4

8.5

revert, free and clear, o the State,

(a) The use of real property, which has been acquired pursuant to the provision of
paragraphs 1 to 4, inclusive, of article 6 ofthe Hydrocarbons Law and paragraphs
1 1o 5, inclusive, of article 11 of the same Law, and the ownership of moveable
property, the value of which has been fully depreciated, shall be tumed over to
the Lessor ipso jure without the payment of any consideration.

(b) Real property which has not been acquired pursuant to the provision of

" paragraphs 1 to 4, inclusive, of article 6 of the Hydrocarbons Law and paragraphs

1 to 5, inclusive of article 11 of the same Law and movable property, the value of

which has not been fully depreciated shall be transferred to the Lessor at a fair

market value taking account of the condition of the assets and making allowance

for depreciation already recovered hereunder. In. the event that a.n agreement

cannot be reached on a fair market value the matter shall be referred for
datermination to a Sole Expert under Article 23. ' '

(c)  Inrespect of the assets acquired by the Lessor under this Article, the Lessor shall
bear no responsibility whatsoever to the lenders of the Lessee for any of the
Lessee's debts and the Lessee hereby indemnifies and holds harmless the
Lessor against any claims by its lenders. ‘In the event that security has been
granted in favour of any such lender the-Lessee is obliged to release the security

" before the property reverts to the State.

Unless the Lessor states otherwise not later than ten (10) Months prior to the expiration
of the Exploitation Stage the Lessee shall be obliged to:

(a) plug all producing wells and known water zones:
(b) remove all installations;

(c) restore the environment in accordance with the proposals set out in the
Development and Production Programme, the EIS and any further

 environmental impact study prepared pursuant to Aticle 12, and in
accordance with Environmental Laws.

A committee shall be formed in accordance with the provisions of paragraph 1 of Atticle
8 of the Presidential Decree for the momtonng and coordination of work to ensure the
fulfillment of the Lessee's oblrgatrons under paragraphs (b) and (c) of Article 8.4 ("The
Committee for the Removal and Drsposal of the Installations"). This Committee
shall compnse three (3) members One member shall be appomted by the Lessor, one

by the Lessee and the third member who shall be the charrman of the Committee, shall

be appointed by the two already appomted members jorntly This third member shail be

" selected from persons who are independent of the Lessor and the Lessee and have
‘ expenence on matters of Good Oilfield Practices in the international petroleum industry.

If the two members fail to appoint thé third member of such Committee within thirty (30)
calendar days of their appointment, the Lessor or the Lessee shall be entitled to
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request the selection and the appointment of the third member by.the:Sole.Expert.

(a) The time when the Committee for the Removal and Disposal of the Installations
shall be empowered to act shalibé'determined by the mutual agreement of the
“'Lesserand e/ essee which: shall be reaohed upon.the: Coiimencement ofthe

Exploitation Stage.

(b)y  This Conimhittee:-"shallexarmineg=4ll tectinical; legal; -environmental-aiid fiscal
mattéis rélated to the rémoval of the msta!lat:ons and may, at its dlscretfon
request the assistance of specialists on such subjects ' o

Stage open a SpBClall‘ account m a bank or banks lawfully operating in Greece in
accordance with. the provxsmns of Article 8.2 of the Presidential Decree. During;the
Exploitation Stage .it._shall - penodlcally dep051t amounts Jinto_such account and such
funds, plus any lnterest thereon shall be developed to be the Lessee's specnal reserve

~for the fulfilment: of its obligations-to- rémove-the: installations. The procedure and all
“Televant: detailsforthieSe pgriodic deposits:-shall. be mutually dgreed upon the

commencement of the production. If no.agreement-is reached, the matters in issue
shall be referred to the Sole Expert for final determination.

(a) Thetime when thespecidl reserve shail. be used as well as ‘the necessary
amounts-and the:time-when:the: Lessee:. shall deposit.them,.shall:be determined
by decision+of the Committee for the Rémoval and Disposal of.the Installations.

(b) The accumulated reserve, without the re,levanf interest, shall be debited fo the
Lessee's Income and Expenditure Account,

The obligations to remove installations may be suspended following the consent of the
Minister for whatever period of time: the existence: of such instaliations is considered
necessary for the performance.of the Lessee's operatioris in the same.or in another
Contract Area, in accordance with the provisions and the procedure laid down in
paragraph 4 of Article 10 of the Hydrocarbons Law.

The provisions :of_- Article 8.4 shall apply mutatis mutandis where the Lessee is declared
to have forfeited: pursuant-to-paragraphs- 8- to, 14-(inclusive)--of-Article 10 of the
Hydrocarbons Law or where the Lessee surrenders its exploitation rights pursuant to

‘ Eparagraph 14 of Ar’ucle 5 the same Law and Atticle 8.2. The provisions of Articles 8.6
“and 8.7 shall, also apply, ,muta.t_ls .mutand_xs, if the Commlttee for the Removal and

Disposition of Inistéllaﬁons. has not been established, where such forfeiture or surrender



124

has taken place.

ARTICLE 9

CONDUCT OF PETROLEUM OPERATIONS IN THE CONTRACT AREA - OBLIGATIONS

9.1

9.2

OF TH LESSEE
The Lessee will carry out Petroleum Operations in the Contract Area:
(a) in accordance with:

(i) the Hydrocarbons Law and other applicable provisions of the Law, including
but not limited to regulations made under paragraph 1 of article 12A of the
Hydrocarbons Law; '

(i))- the Presidential Decree, which in accordance with paragraph 29 of article 2 of
the Hydrocarbons Law, is applicablé to this Lease Agreement:

(b) diligently, in accordance with Good Oilfield Practices, and in a safe workmanlike
manner and, in respect of Petroleum Operations in any Exploitation Area, in
compliance with the Development and Production Programme for that area.

Without prejudice to the generality of the,foregoing, the Lessee, in accordance with
such regulations as may be prescribed from time:-to-time, will:

-(a) take all measures to control the flow and to prevent foss in any form or waste of

Hydrocarbons above or under the ground dunng drilling, producing, gathering,
distributing or storage_operatron_s ,

(b) take whatever practical meaSures aré necessary to prevent any injurious ingress
of water or damage of any kind to.any Hydrocarbon- beanng formation which may
be encountered while drilling operatlons are in progress, or upon abandonment of
any well and shall carefully locate and preserve any fresh water sources
discovered in the course of such operations;

(c) take all precautions against fire and any unwarranted wastmg of Hydrocarbons or
water, :

(d) upon 'complet,ion of t.he'drill_ing___of. a well, inform the _LesSor when the well will be
tested and the production rate ascertained; '

(e) except in instances where mul’upie producmg formations'in the 'same well can be
produced economically only through a smgle tubing string, refrain from producing
Hydrocarbon from multiple oil carrymg zones through one string of tublng at the
same time, except with the prior wrrtten approval of the Lessor '

() if the Lessor, acting reasonably, has determined that works or installations
erected by the Lessee may endanger the physical saféty of third parties or their
proper’ry or cause poliution or other environmental damage ‘harmful to people,

“animals or vegetation, take, as may be required by the Lessor, remedial
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measures and repalr damage to.the environment;

) effect and marnfarn. ; Operatio ;_lrnsurance coverage ofthe type and
.n.such amount,, as, is customa : m}. the mternatlonal petro_l,eum_ rndustry in
aocordance with Good Ollfe[d Praotroes and on‘ £ nish to
certificates evidencing that such coverage is in effect when any surrender takes
places-The said insuranceshally withouts=prejudice rto the- generality: ‘of the

- foregoing coverthose matters:déseribed insAnnexiBys e

. such. ;amount..as, is, customary. 1., g, In :
accordance with Good Oilfield Practices; and

0 indemnify, defend and hold the Lessor harmless against claims, losses and
damages of any nature whatsoever;:including, without limitation, claims for loss
or damage to properly; injury: of deathito- persons,or damage to therenvironment
cause by or resulting from Petroleum Operations conducted by or on behalf of
the Lessee, provided-that the Lessee shall not be held responsible to the Lessor
under this” provision for dny 1058, claiffi, damage or injury calised by or resultifig
from any regligent-action-or wilfl misconduct of ‘personnel emiployed by the
Lessor or ffO‘H@?ﬁ:O_ﬂ,,dQﬂe at ‘f_he direction of the Lessor.

The Lessee shall promptly fiotify the' Lé5sor of any seriols’ evénts withiri the Contract,

Afea’or of any serious damage fo ths iRstallations capable of impeding thé performance

of the Annual Work Programme and Budget. If acts or omissions on the part of the

Lessee its agents or servants, rnvolve Irabrlrty of the, Lessor towards third parties, it shall
mdemnrfy and héld ‘harmless e Lessor i respeot"of all such ligbility.

The Lessee shall, before dnllrng any Expforatlon Well or Apprarsal Well

(a) notify the Minister and also in the case of an offshore area; the Mrmsters of
National Defence and of Mercantrle Manne

(i) atleast three (3) Months before the spudding of an Exploratron Well .and
@iy atleast one (1).week before the spudding of an Appraisal Well; and

(b)- submit to the_Le_ssor_anvapp!ication for consent to drill as set‘fo:_r:fh in'Annex D:
(i) at least three (3) Months before the spudding of an Exploration'Well; and
(i) atleast one (1) week before the spudding of an App’raisal“Welf.

Where the Lessee has, for the purpose of implementing a Development and Rroduction
Programme relating to one or more Exploitation Areas, constructed one or more
pipeline(s), the Lessee shall on the application of the Lessor and subject to available
capacity, in respect of which the Lessee shall have priority, make its pipeline available
to transport the Hydrocarbons of the Lessor or of Independent Third Parties. The
aforementioned Hydrocarbons shall be transported by the Lessee on reasonable terms
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and conditions and where agreement on such terms cannot be reached by the Lessee
and the Lessor, or as the case may be, the Lessee and an independent Third Party
within one hundred and twenty (120) calendar days of the commencement of
discussions, the issue or issues in dispute shall be referred . to an Sole Expert for
determination under Article 23.

Three (3) Months before the begihning of each Calendar Year, the Lessee shall submit
to the Lessor a statement showing the anticfpétéd production of Hydrocarbons and By-
Product(s) for the following Calendar Year and their expected values. Three (3) Months
prior to the anticipated commencement of first regular production of the Hydrocarbons
and By-Products, the Lessee shall submit a similar statement covering the period to the
end of the then current Calendar Year.

ARTICLE 10

CONDUCT OF PERTOLEUM OPERATIONS IN THE CONTRACT AREA — RIGHTS OF THE

10.1

10.2

10.3

10.4

10.5

10.6

LESSEE

The Lessee shall have the exclusjvé right to carry out Exploration and Exploitation
Operations in the Contract Area and the management and control of such operations.

Subject to the provisions relating to the safety of installations, representatives of the
Lessee, its personnel, and the personnel of its contractors and of their sub-
contractors may enter the Contract Area and have free access to all installations of
the Lessee.

Subject to the provisions relating to joint title where royalties are takeh in kind as set

out in Article 13, and Hydrocarbons Produced and Saved pursuant to a test as

provided for.in Article 7.1 each Co-Lessee, according to its interest in this Agreement

shall have unencumbered tltle at the wellhead to -all Hydrocarbons Produced and E
_ Saved in the Contract Area.

The Lessee, its contractors and their sub-contractors shall be entitled to freely re-
export any items they import into the country.

The Lessee shall be entitled to sell, within .or outside the country, equipment, as well
as materials resulting from the dismantling of installations no longer in use by
notifying the Lessor within three¢ (3) Months of the objects to be sold and the prices
thereof "

No Governmental Authonty shall grant to any third party any Hydrocarbons
prospecting license.in the Contract Area (or any part of it) to collect seismic and other
.data with the view to assessing its oil and gas. potentla( W|thout the pnor wntten
_consent.of the Lessee.
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UNITIZATION, ...

11.1. Ifra<Hydrocarbons: Reservoir extends: beyond.:theilimits:of:the.:Contract.-Area. of the
= Léssee:into the:contraét drea of:anotherlessee;. upon-the:invitation of:the :Minister the

. Lessee:shall.(ointly:with:the lesseerofithe adjoining:contract;area)prepare;and submit

i+ to the-Ministerswithin:the time: specifiedsby:thes Minister- a=unitizations.programme of
exploratron and explortatxon of the Hydrocarbons Reservorr Af=sUch a_ umtrzatron

: Lessor shall
“of Atticle 5 of

be entitled to termmate this Agreement in acéordance with parag'
ihe Hydroca Law. ..

'1'1'.2"5‘:!1‘ | Hydrooarbons Re“'”'rvorr extends beyond the fimits of:’the Contract Area of the
areh Whers ihe M : {8 of"exploration and
exploitation, “Upoh . invitation” by the® Minister,” the ~Le§see’ ‘shall "prépare a Jjoint
- developimeiit plai for the exploration and exploitation of the Hydrocarbons Reservoir.
Followmg the submrssron of a Jornt devetopment ptan the Lessor shall prooeed in
acoordance W|th the provrsrons of paragraph 15 of Artrcle 5 ofthe Hydrocarbons Law,

Has the exclusrve

11.3 As from the date when tfie Minister invites the Lessee to-prepare-a unitization program
in"accordance with Article 11.1, o a-joint-devélépment plan in-accordance with Article
11.2, the time limits set for the fulfiiment by the Lessee of its contractual obligations
shall. be suspended onty insofar as.the oblrgatrons are solely and drrectly related to
matters arising under the unitization® process described in this Article 11. '

'ARTICLE12
.ENVIRONMENTAL PROTEGTION

12.1 All terms in this Article 12 will be considéred ’éoco?"‘éi’in‘g" to tie legisfation in force, unless
otherwise provided-herein.

1_?;.2. Tbe Le‘ssee:snallz

(a) conduct all' Petroleum” ©Operations in a manner which. will assure the protection of
environmeént in accordance with Good Oilfield Practices;

(b) carry-out all Petroleum Operations in full compliance with: .
® the Environmental Laws;
(i) the approved Strategic Environmental Assessment (SEA)

@iy the Terms of Environment (ToE) resulting from the relevant Environmental
Impact Assessment (EIA) ; and

(iv) any additional Environmental Action Plan (EAP),
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pursuant to this Article and Good Oilfield Practices, while ensuring that such
operations are properly monitored;

(c) employ appropriate techniques in accordance with Good Oilfield Practices, for
preventing any environmental damage that might be caused by the Petroleum
Operations, and for minimizing the environmental impacts of the Petroleum
Operations within the Contract Area and in adjoining or neighbouring or more
distant areas,

(d) properly and timely implement any Laws in force regarding the safety of
Hydrocarbons exploration and production activities during the period of Petroleum
Operations;

(e) procure that the documentation on environmental compliance in conducting
Petroleurn Operations, such as SEA, ToE or EAPs and associated documents are
made available to its employees and to its contractors and their subcontractors to
develop adequate and proper awareness of the measures -and methods of
environmental protection to be used in conducting Petroleum Operations; and

(f ensure that any agreement between the Lessee and its contractors and their sub-
contractors refating to the Petroleum Operations shall include the terms as set out
in this Article 121 and any established measures and methods for the
implementation of the Lessee’s obligations in relation to the environment under
this Agreement. A

12.3 The Lessee undertakes for the purposes of this- Agreement to take all necessary and

12.4

12.5.

adequate steps:
(a) to fully and timely fulfill all requirements of applicable Environmental Laws;

(b) to prevent environmental damage to the Contract Area and neighbouring or more
distant areas being caused by Petroleum. Operations. :

If the Lessor has on reasonable grounds reason to believe that any works or
installations erected by the Lessee or any operations carried out by the Lessee are
endangering or may endanger persons or any property of any other person or are
causing. pollution or are harming wildlife or the environment to a degree which the

Lessor deems unacceptable, the Lessee may take remednal measures -within such

reasonable period as may be determined by the Lessor and may repair any damage to
the environment, the costs of such remedial action to be,borne by the Lessee. If the
Lessor deems it necessary, it may require the Lessee to discontinue Petroleum
Operations in whole or in part until the Lessee has taken such remedial measures or
has repaired any damage.

The measures and methods to be apphed by the Lessee for the purposes of complying
with the terms of this Article 12 shall be determmed in timely consultation and agreed

" with the Lessor prior to the commencement of the relevant Petroleum Operations

and/or associated works and whenever there is a significant change in the scope or
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< meth 0d"of carrying out Petroleum Operations; the'ligsses’ shall take'intoraceount Good
- Oilfield Practices, as well:as thie relevant’ requrrements oftHe ToE.

_:1:2.6;_Pursuant to Artlcle 12 2(a) the Lessee shall prepare_and -su_bmlt 1o the competent
authority, . a‘n_t...Enylronmlental JImpact . Study (Elg) .for. the relevant
quired.. The EIS shall,

governmental.

(a) fully comply with the requirements of the EIA legislatio‘n"i' i

(b) meet the requirements and guidelines set out by SEA, and

(c) be prepared by a third party With-adequate expettise in the fiéld of environmental
studies, which will be appointed by the Lessee to work on its behalf.

12.7+ Each’project; work; aothlty of any :6ther pait’of the Petidledit Operatlons that:is subrect
¢ cto-an EIA shallcominience only after thie ToE Have been approved o

12.8 Any modification, expansion, improvement or modernization of a projeot, work, activity
or any other part of the Petroleurn Operations with approvéd ToE: reqiiires tompliance
with the relevant provlsmns of EIA, leglslatrons The same applres for the renewal (time

: extensmn) ofthe ToE decrs;on

12.9 In case of activities fOl"Wthh an EIA is not mandatory, but nevertheless tis reasonably

""‘expected that some mlnor envrronmental lm 'ots may ocaur, as in partlcular for the
_‘ , i re an EAP to determlne assess and
‘tlgate these lmpacts focusmg onppreventlon and mlnrmlzatlon thereof in accordance

with Good Oilfield Practices.

12. 10 The EAP shall be submltted to the Lessor for review and must be Complled wrth by the
Lessee.

12. 11 The Lesseeshall include in each Annual Work Programme and Budget to be submitted

Work Programme and Budget

12 12 Before carryrng out any drilling activities, the Lessee shall fully meet the requrrements
of fhie’ appllcable leglslatlon:f'or safety, contlngency (le oil splll ﬁre acoldent “rnissions
eto) and major hazard management plans

<

12.13In the event of any emergency or accident arising from Petroleum Operdtions affecting
the environment, the Lessee shall immediately notify the Lessor, giving details of the
incident and immediately implement the relevant contingency plan. In déaling with any
emergency or accident affecting the snviforinienit, thie Lessge sHall“at dll 'times take
such action as is prudent and necessary. in accordance with the Environmental Laws
and Good Oilfield Practices in the circumstances. '

12.14 The Lessee shall not be liable for any environmental condition or damage existing in



131

130

the Contract Area prior to the commencement of the Lessee’s operation therein and
nothing in this Agreement shall be construed to hold the Lessee liable in relation to any
such pre-existing environmental condition or damage. For this purpose, a baseline
report shall be prepared by the Lessee, to detail the condition of the environmental
parameters and resources at the time prior to operation commencement The baseline
report shall be submitted for review to the Lessor. if there are no objectlons from the
Lessor within twenty (20) Business Days of submission of such report, the report shall
be deemed accepted. :

_ARTICLE 13
ROYALTIES

In accordance with the Presidential Decree, the Lessee shall pay to the Lessor a
Royalty on all Hydrocarbons and By-Products Produced and Saved in the C_ontrai:t
Area. The Royalty shall be calculated and payable in accordance with the provisions of
this Article 13.

For the purposes of this Article 13:

"Actual In-Kind Royalty" means, in respect of the First Period or any subsequent
Calendar Quarter, the In-Kind Royalty determined in accordance with Article 13.5.(b).

“pctual Production” means, in respect of the First Period or any subsequent Calendar

Quarter, the total quantity of Hydrocarbons and By-Products Produced and Saved from
the Contract Area during that First Period or that Calendar Quarter, as the case may
be, as set out in a statement prepared by the Lessee. in accordance with Article 13.7
and section 5 of Annex C (the “Exploitation Statement”).

“Cash Royalty" means any Royalty the Lessor elects to take in cash in accordance
with Article 13.3. ‘

“Cash Royalty Calculation Date” means each of the following dates: (i) in respect of
the First Period, and in respect of each subsequent Calendar Quarter, that date which
is thirty (30) calendar days after the .commencement of the next Calendar Quarter; and
(i) the date of termination.of this Agreement.

“Cash Royalty Payment Date” means each of the following dates: (i) in respect of the
First Period, and in respect of each subsequent Calendar Quarter, that date which is
forty five (45) calendar days after the commencement of the next Calendar Quarter,
and (i) the date of termination of thig Agreement.

“Gumulative Gross Inflows” means in respect of the First Period or any subsequent
Calendar Quarter the cumulative gross value of:

(i) Hydrocarbons and By-Products Produced and Saved (as determined under
the provisions of Article 16) from the Contract Area;

(i) sales of assets acquired for use in connection or associated with Petroleum
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Operations;: and

(iii) the net proceeds of the transactlons descrlbed in paragraph 3 6 of Annex C,
any-other income in-connection -qr<associated . with=Petroleunt- Operations
including, but not limited to, tariff incomé.derived. from-the construction and
operation of pipelines to convey each Co- Lessee’s Hydrocarbons and By-

first commercial production up to ant
Perigd or subsequent. Calendar Quarter, as the
. purposes:ofithis'definition;: gross:value

of any Royalty,, taxes ~duties,. or other fscal lmposrtlonzs; transportatlon
handllng, agency or any other costs or expenses of any nature whatsoever.

“Cumulatrve Total Outflows means forthe Flrst Penod and all subsequent Calendar
-"Quarters the cumulatr\m sim of ail: Explmatmn Gosts,. Explonauon Costs, Operatmg
Costs and other deductlble costs referred to in Section 3 of Annex C for all periods from
the Effective Date up to and including the last day of that First Period and each
subsequent Calendar Quarter, as the case may be.

“Estimated In-Kind Royalty” means in respect of the First Period or any subsequent
Calendar Quarter, the estimate of the In-Kind Royalty for such périod; as determined in
accordance with Article 13.5.(a).

“Estimated In-Kind Royalty Calculation Date” medns each of the following dates: (i)
in respect of the First Perod, such date (as agreed between the Partles) which is at
least two (2) Months .prior.to the estimated date of first commercial productron and (i)
in respect of each. subsequent Calendar Quarter, such date (as agreed between the
Parties) Wthh is at least two (2) Months prlorto the frst day of that Calendar Quarter

“Estimated Production” means in respect of the First P‘erlod,and each subsequent
Calendar Quarter, the Lessee's estimate of the total quantity of t _ .arbons and
, By produots ta. be Produoed and Saved from: the Contract Area, dunng such perlod

“Estimated R Facfor’ means in respect of: (i) the First P&fiod and the réxt Calendar
Quditer, the Léssee's estimate of What the R Factor will be for each’such period; (i) the
sééond Calendar Quarter after the First Period, the R Fadtor for tfie First Period; and
(i) esch subsequent Calendar Quartér, the R Factor for that Calendar Quattér which
immediately préceded the immediately preceding Calendar Quarter.

“Estimated Royalty Percentdge” means, in r‘espect of the First Period and in respect
of ‘gach subsequent Calendar Quarter, the - Royalty Percentage for such perlod
~gHiGutEted by reference to fhia Estimated’ R Faetor forthat petiod. T

“First Period” means, that period from the date of the notice sent by the Lessee to the
Lessor in accordance with Article 7.4 informing the- Lessor that a Discovery is
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commercially exploitable up to the commencement of that Calendar Quarter which
immediately succeeds the date of first commercial production.

“In - Kind Royalty means any Royalty the Lessor is deemed to. elect to take in - klnd
in accordance with Article 13.3.

“In - Kind Royalty Calculation Date” means each of the follcwin_g dates: (i) in respect
of the First Period and each subsequént Calendar Quarter that date which is thirty (30)
calendar days after the commencemént of the next Calendar Quarter; and (u) the date
of termination of this Agreement '

“Royalty Percentage” means, in respect of the First Period and in respect of each
subsequent Calendar Quarter, that percentage, calculated by reference to the R
FFactor, such that, if the R Factor in respect of such period is:

(a) lower than or equal to 0. 5 the Royalty Percentage shall be 2%:

(b) higher than_0.5, but lower than or equal to 1.0, the Royalty Percentage shall be
5%:;

(¢)  higher than 1.0, but lower than or equal to l 5 the Royalty Percentage shall be
10%;

(d)  higher than 1.5, but lower than or equal to 2 0, the Royally Percentage shall be
15%; ' :

(e) higher than 2.0, the Royalty Percentage shall be 20%.

“R Factor” means, in respect of the First Period and in respect of each subsequent
Calendar Quarter, - the product of: (i) Cumulative Gross Inflows for the First Period or
that Calendar Quarter, as the case may be, divided by (ii) Cumulative Total Outflows
for the First Period or that Calendar Quarter, as the case may be.

' Regardlng the calculation of the R factor: (i) Any amounts deposited in the special

reserve for decommrssnonlng or removal of installations and the rectification . of the
Contract Area (“Abandonment”) and if applicable; the total amount of actual.expenses
for Abandonment work not covered by the special reserve are considered and shall be
treated as deductible costs. (ii) All costs and expenses, in relatlon to the loans to

finance the Petroleum Operatlons including but not limited to, interest and finance

charges incurred by each Co-Lessee are not considered a deductible cost. (iii)
Royalties are included.in the denomlnator (Cumulatlve Total Outflows) of the R factor.

The Royalty to be pald by the Lessee to the Lessor shall be calculated asa percentage
of the Hydrocarbons and By—Products Produced and- Saved from theé Contract Area in
respect of the First Period and each subsequent Calendar Quarter in accordance with
the following provisions of this Article 13. o : -

The Lessor. may elect, in its absolute discretion, to take its Royalty in-kind ("In-Kind
Royalty"), or in cash ("Cash Royalty™) or in a combination of both in respect of any
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Calendar Year. If the-Lessor-wishes tostake:all-or part of the-Royalty as a:Cash Royalty
the Lessor shall advise the Lessee of its intention in writing not less than ninety (90)
calendar days before ‘tHe commenéement of each Caléndar'Year (or for the first
(2) Months prior to the
r shall also specify the
- Royalty during that year
(or in respect ofthe first Calendar Year in which Hydrocar bris are produced, during the
an:lfihe: Lessor does:not.elect:to, take afl or part of
o : ) ¢ . ar the Lessor shall be
‘- _.:deemed to.: have elected; 0: take allof: the Royalty as: an ln :Kind Royalty in respect of

that Calendar Year. _That proportlon of the Royalty the Lessor lS to take as a Cash

13.4 lf in respect of any Calendar Year the Lessor elects to take any part of its Royalty as a
e 'CASh Royalty Hhe followrng provrsrons shall-apply:- o

- ( ) The Cash - Royalty (lf any) in respect of the First Period and-.each subsequent
.. Calendar.-Quarteg shall:be-calculated on.the. Cash Royalty.. Calculation Date in
respect of. the;First Reriod.or that. subsequent: Calendar. Quarter,.as the case may

be, and shall be paid by the Lessee to the Lessor on the Cash Royalty Payment

“ Date in respeot ‘of the Fifst Périod or that' subsequent Calendar: Quarter as the

- ‘case’may’bé. -
(b) On the Cash Royalty Calculation Date in respect of the First Period and on the
" Cash ‘Royalty Calcuiation Date in respéct of each subsequent Calendar Quarter,
the Lessee shidll détermine the amount of the Cash Royalty for stich period by:
(|) ‘determining’thé R*Factor 4Rt then'the’ ‘Royalty F’eroentage in-respect of the
" Fifst-Pétiod ortha""' 7} etquent Calendar Quartér; as the tase may be;

(n) multiplying the Royalty Peroentage determlned in accordance with Article
prendag v w43 (b)) abovEbY the AStiTal Productiof for the® Frrst Petiod of fhat Calendar

Quarter as the case may ‘be; -

(ru) multrplymg the amount determined in accordance wrth Artrole 13.4.(b) (ii) by a

percentage which is equal to the percentage of the Royalty for that Calendar

- Y&ar forwhich the Lss8drhas eledted to tdke Cash’Rdyalty in accordance
with Article 13.3; dhd ‘ ‘

(iv) calculatmg the cash. value of -the amount détermined in accordance with
Article 13.4.(b) in.accordance with Atticle 16 (Valuation of Hydrocarbons).

13.5 If, in respect of any Calendar Year, theLessor is deemed to elect to take any part of
its Royalty as an In-Kind Royalty, the following provisions shail apply:

(a) On the Estimated In-Kind Royalty Calcufation D.at_e in respect of the First Period
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and each subsequent Calendar. Quarter, the Lessee shall:
@) determine the amount of the Estimated In-Kind Royalty by:

(A)  determining the Estimated R Factor and then the Estimated Royalty
' Percentage for the First Period or that Calendar Quarter as the case
may be;

B) multrplymg the Estimated Royalty Percentage determmed in
accordance with Article 13.5,(a)(i)(A). by. the Estimated Production for
the First Period or that Calendar Quarter, as the case may be; and

©) multrplyrng the amount determined in accordance with Adticle
13.5. (a)(r)(B) above by a percentage which is equal to the percentage
of the Royalty for that Calendar Year which the Lessor is deemed to
have elected to take in-kind in accordance wrth Article 13.3; and

(ii) with the Lessaor, prepare a programme pursuant to which the Lessor shall
take delivery of such Estimated In-Kind Royalty during such period, and the
Lessee shall be obliged to deliver -the "Estimated 1In- Kind Royalty in

.-accordance with the agreed programme at the delivery point agreed between
the Parties in the Development and Production Programme.

(b) Oh the In-Kind Rbya’l:ty Calc_ulation Date tn"_respect of the First Period and
each subsequent Calendar Quarter the Lessee shall determine the amount of
the In-Kind Royalty by: o

@O determlnmg the R Factor and then the Royalty Percentage for the First
Period or that Calendar Quarter as the case may be

(i) multrplylng the Royalty Percentage determined in accordance with Article
13.5. (b)(r) above by the Actual Produc‘uon for the First Period or that
Calendar Quarter as the case may be; and

iii) multlplymg the amount determmed in accordance with Article 13.5. (b)(ii)
by a percentage whrch is equal to the percentage of the ‘Royalty for that
Calendar Year which the Lessor is deemed to have elected to take in kind in
accordance with Article 13.3;

(c) . If the Estimated In- Kmd Royalty for the First Period or any subsequent Calendar
Quarter is less than or ‘greater than the Actual In- Krnd Royalty for the same
period, then an appropriate ad;ustment shall be made to future In-Kind Royalties
‘or Cash Royalties to be delrye_red or paid- by.the.Lessee to the Lessor in“order to

_ correct. any such. difference according to .the_{pro_yisionsiot article .2.3(b) of the
Presrdentral Decree ‘ ’

136 If a Cash Royalty shall become due to the Lessor each Co- Lessee accordmg 1o its
interest in this Agreement, shall acqurre ownership of the extracted Hydrocarbons by
acqulrlng possession thereof at'the wellhead. If an In-Kind Royalty shall become due to
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the Lessor, the L&ssorand each*Co-iéssed, aceording tofitstintérest;y shall‘become, as
~ from the time of the extraction of the Hydrocarbons until dehvery of the royaity to the

entitlement) for the First Period or th

13.7 Within fourteen:(14) calendat-days of thiesénd of:the First'Pe
rsupsequent Calendar Quarter theaALessee shalt submrt to the lessor castatement

1381

»Aand rroduotlon AProgramme and the Lcaé‘or shall bear aH ndks costs and 'expenses
beyond that delivery point.

13.9 Subject to the provisions of this Article concerning the Lessor's right to take an In-Kind
Royalty, each Co-Lessee shall be entitled to export freely the Hydrocarbons and By-
Products produced. '

13.10 Without prejudlce to the prov;suons of Atticle 1.4 and notwdhstandmg anythmg to the
oontrary in thls 'greement any P: """’ment due o the Lessor underthls Artlcle 13 shall he

made by the Lessee.

ARTICLE 14
TAXATION

The tax regime- of this' Agréement is éxclusively govermed by the provisions of the:present
Article, and, with the exceptionsef paragraph 5+df drticle 8-and:paragraphs 10-and-11:of article
- g+of aw-2289/1995;the:provisions ofvdrticlés-8rand:9- of Law-2289/1995¢ (@ﬁ-"cral Government
Gazette Vol.-A’ 27) do not:apply.- S : :

14.1 Each Co- Lessee S ll_be subjeot toa 'lncome tax at a rate of twenty per cent
(20%) and to a regi al(tax at, a,rate o t"ve per cent (5%) Wrthout any addmonal
ordmary or extraordmary oontnbutron duty or other encumbrance of any kmd in favour

.0of the State or any thlrd party The tax shall be tmposed on the net taxabte income
eamed by each Co Lessee's oontractual operatlons as determmed by the provnsmns of
this article of this Agreement Each Co-Lessee will be Jomtly and severally liable for the
income tax due by-the remaining Co- Lessees: The imposition of this tax.exhausts the
income  tax obhgatlons of each - Co- Lessee: . as well as s

» shareholders/partne'rs/rnembers with -Fespect to-the-profits-resulting from-its-contractual
operatrons The assessed tax is payable in one payment. Notwithstanding the
provxsmns of the lncome Tax Code and the Taxation Proceédures Code, ‘each Co-
Lesseé shall be exempted from the obhgatlon of advance ‘payment of incormne tax ‘for the
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tax corresponding to income arising from its contractual operations.

All the works, the purchases of fixed assets and the other expenses which are required
for the fulfillment of the purposes of the present Agreement as stipulated in detail in
paragraph 7 of the present An_icle are carried out by the Operator in its namé on behalf
.of the Co~Les‘sees.'_ The Operator concludes the requifed contracts, receives the
relevant invoices in accordance with the tax legislation as in force and records them in
its books separately per each exploration or exp(oitaﬁon area. The Operator issues a
monthly clearance document until the 15th day of the following month allocating the
above expenses to each Co-Lessee in accordance with the percentage that each Co-
Lessee holds in-the present Agreement. VAT, where applicable, is passed on to each
Co-Lessee through the clearance document. The clearance document which
constitutes a record to be used for the accounting entries in the books of the Co-
Lessees and the Operator, is accompanied by copies of the relevant records, by which
the initial entries in the books of the Operator have been made. In case the Operator is
one of the Co-Lessees the allocation concerns the remaining Co-Lessees, The
amounts feceived by the Operator from the Co-Lessces for covering the expenses of
the Operator do not constitute gross revenues of the Operator for the purposes of this
Artlcle and for income tax purposes. In addition to the expenses which are ailocated to

" each Co-Lessee as above each Co-Lessee shall have the right to deduct expenses

stipulated in paragraph .7 of the present Article and carried out by the Co-Lessee itself.

Each Co-Lessee shall maintain books and records that fully reflect its transactions,

according to tax legislation’ and the accountmg standards that are grescribed under
Greek legislation, and in which it shall maintain separate income and expendlture—
accounts for each exploration or exploitation area. o

The amounts that are recorded as income and expenses in the accounts specified in
the preceding paragraph, shall be determined in paragraphs 6, 7 and 8 of this article.
Specifically with regard to licenses that fall within the provisions of Law 2289/1995, up
to fitty per cent (50%) of the expenses of exploration operations in one Contract Area
may be included in the expenses of another Contract area for which the Lessee or each

Co-Lessee holds an explmta’uon license according to the provisions of Law 2289/1995

and has commenced the produonon of hydrocarbons Such a transfer of expenses is
realized, in the case of each Co-Lessee, in accordance with its participation percentage
in the present Adreement: Both exploration operations expenditures and the related
depreciations of this category are accounted for in separate’ accounts in the books of

‘each Co-Lessee. Net taxable income shali be -the difference resuiting between the
-amounts credited as incoriie and the amounts debited as expenses, as such amounts

are shownin the consolidated account for the ent;re contract area.

For the purposes of determlmng each Co- Lessees annual taxable mccme the -
pérmissible depreciation level of the value of the expenses incurred for exploratlon and

the- exploitation infrastructure and the remaining fixed assets including expenses

incurred  prior to the  production of hydrocarbons and expenses of the first
establishment, recorded in’ the income and expenditure account in accordance with
paragraph 9, is-equal to fifty percent (50 %) of the value of the annually Produced and
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“Saved Hydrocarbons. and -By-prodicts:-Any-depreciation taking-place in accordance
with the above, may not exceed the. expenses: incutred:-for exploration and the
acqulsrtron value of the assets o be deprecrated The value of the annually Produced
ccarbon nd By—products is determlned ln accordance with article 16 of

44:6. The-ihcome and expendlture account .of-each- explmtatlon area-is‘credited with the

:*“ffcllowmg

‘each Co-Lessee; . .
(b) the value of royalties paid in kind to the Lessor;

(c) the' proceeds of thie sale of assets o the extent that Such proceeds exceed the
acqursltlon VAIS fhereof ‘and; in the case of fixed " assets to the extent that
such,proceeds exceed the value thereof not yet depregiated; and

(d) any other income connected with the contractual operatlons or, deriving from
the transportatlon of plodurts through the Lessees pipelines on behalf of
tndependent thlrd partles within the. country and w;thm areas defined by
paragraph 1 of article 148 of the l\/llnmg Code or resultlng from the receipt of
any.insurance or..otherrcompensa ion.

In the event that any of the above revenues are derived by the Operator in the name
and.on b thalf of the Co- Lessees such. revenues will be, allocated to the Co-Lessees by

applrcatlon of paragraph 2.

14.7 The income and expenditure account of each exploration or exploitation area is debited
with the following:

(a) the _expenses that are fincurred for the exploratlon the exploitation
mfrastructure and the other f xed assets including expenses lncurred pnor fo
.'the commencement of _the .exploitation  of hydrocarbons as well as the
'expenses of the first establlshment which are calculated in accordance with

paragraph 5 of this article;

(b) current pro"ductlon expenses, and particularly the expenses lncu'rred for
materials, supplies or energy used or consumed, salaries and related
expenses and:expenses incurred for services provided by third parties;

(c) general expenses incurred in the country for the Co-Lessee's contractual
operations, including specifically expenses for salaries, rental costs for fixed
and movable assets and insurance premiums;

(d) amounts for salarjes, of mapagers or employees of the Co- Lessee’s Joffices
abroad and for general admrnlstratlve expenses of such offces accordmg to
the services provided by them reldting to the contractual operations. Such
amounts shall not exceed a percentage of the correspondlng expenses
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incurred in Greece, as determined by .P.D. 127/29.05.1996 (Official
Government Gazette Vol. A’ 92); :

(e) amounts of interest on loans and other bank charges incurred for the phrpose
of securing financing or enabling each Co-Lessee to-obtain credit in any other
manner for the performance of the contractual operations, with the exception
of exploration operations and the delineation of deposits. The following
interest charges shall be excluded: 1) the amounts by which the interest paid
exceeds a reasonable interest rate according to the arm’s length principle; 2)
the amounts by which the revenues from the production of hydrocarbons are
used to finance capital investments in fixed development assets during the
production;

() amounts for bad debt provisions according to the provisions of the Income Tax
A Code as well as any compensation paid for damages caused to third patrties;

(g) the non-depreciated value of destroyed or abandoned assets;

(h) any other current. expense or loss relating to the contractual operations,
provided that such expense or loss shall be deductible from the gross income
in accordance with the general income tax provisions;

() any amount deposited in a special account held with one or more banks
lawfully operating in Greece, which shall be used for the satisfaction of the-
Lessee’s obligations relating to the termination of the exploitation. The amount
accumulated shall .appear in a reserve account and, any amount not used
shall be taxed upon the termination of exploitation;

() any amount of the Royalty to be paid in cash or in kind, as determined in
accordance with Article 13 of this Agreement.

14.8 Revenues and expenses that cannot be attributed exdusively to a specific exploitation
~area are apportioned between all of the exploitation areas of the contract area, as more
par’ucu|arly prescribed by P. D. 127/29.05.1996 (Official Government Gazette Vol. A’
92).

14.9 The value of the hydrocarbons and their by-products is deteimined in accordance with
article 16 of this Agreement. ’

14,10 Losses incurred in respect of a. parﬁculér Exploitation Area prior to the commencement
of any exploitable production shall be carried forward without any restrictions for such
period. From.the. commencement of any exploitable production and thereafter, the
geheral- income tax provisjohs shall apply in relation to the carrying forward of losses.

14.11 in the event of a suspension of exbloitable production in accordance with article 26 of
this Agreement, the suspension period shall not be taken into account for the purposes
of calculating the time period for which. the transfer right of taxable losses applies in
accordance with the general income tax provisions. ’
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14,12 THE“4ctiond™of: thg“grant of 'h boriexploration- and  ‘ExXploitation ‘fights to the
Lessee in accordance with this Agreément; “thé‘"'t'r”ifh‘s"‘féf""df"rigﬁ'ts'by gach Co-Lessee
vagreements conolud d 'n _aooordanoe thh para ra hs 4 to 8 of article 7 of

Lessee with contractors and by contractors with subcontracibf’s, e feéiée, the granting
. of thef ac‘q‘uisitio‘_n in. any other;manner: of the.use.of property in.‘aooordg‘g‘ce with the

eral or special,

extraordmary

‘transter of - the” nghts ‘of 'eath “Colligsses: -pursuants tox ‘Agresmentsacoricluded in
accordance with paragraphs 4 to 8 of article 7 of Law 2289/1 995tandiArticle:20 of this
Agreement that is effected dunng a penod of Six (6) months from the commencement
date nfthls Aqreement is Pxempt fmm m«“ome ta\< prnv;ded that the naidérition paid
does not ‘exceed the aggxegate amount of payments made’ by such“:p rSon for the
implementation of the contractual operations against the proportion transferred.

14.13 The loan or credit agreements granted to each Co-Lessee by bank§ or financial
institutions or legal entities of any nature foreign or domestic, in order for the
contractual operations for hydrocarbons exploration and exploitation to be performed,
the interest accrued and its payment, as well as the payments (éésh' "Céll's) paid' by each
Co-Lessee to the Operator shall be.objectively exempt from any general or special,
.ordinary or_extraordinary_tax, duty, stamp:duty, dues, ordinary. or _extragrdinary
contribution and deduction and are generally exempted from any financial charge in
favour of the State and any third party, save for the contribution of Law 128/75. Interest
acerued on the aforementioned loan and credit agreements are not exempt from
ilicome-tax. With respect to VAT, the provisions of the-VAT Code (L.aw 2859/2000), as

in fofce, shall*apply.
14.14 The above provisions shall apply notwithstanding the provnsxons of the, lncome Tax

Code (Law 4172/2013 (Official Government Gazette Vol. A' 167), which shall apply only
with respect to issues that are not addressed-by this: article. :

14.15 The Code on taxation of inheritance, donations, gifts inter vivos and lottery gains, as
ratified by the first articie of l.aw.2961/2001- (Official Government Gazette A’ 226) shall

apply in the event that the conditions for its application are met.

4

ARTICLE 15
FEES AND BONUSES

15.1 The Lessee shall pay the following surface fees:

(a) ten (10) Euros per square kilometer of the Contract Area annually during the
Exploration Stage (First Phase);



140

(b) fifteen (15) Euros per square kilometer of the Contract Area annually during
the the Exploration Stage (Second Phase);

(c) twenty (20) Euros per square kilometer of the Contract Area annually during
the Exploration Stage (Third Phase) and any extension thereof as provided for
in Article 2.3;

(d) in addition to fees paid in respect of paragraphs (a), (b) and (c) above, two
hundred (200) Euros per square kilometer of the Exploitation Area annually
during all Phases of the Exploitation Stage.

For the Calendar Year in which this Agreement is executed, the surface fee set forth in
-paragraph (a) above shall be calculated pro-rata from the Effective Date through to
December 31% of said Calendar Year, and shall be paid within thirty (30) calendar days
after the Effective Date,

For succeedmg Calendar Years, the surface fees set forth in paragraphs (a), (b) and (©)
above shall be paid in advance, thirty (30) calendar days before the beginning of each
Calendar Year.

For the Calendar Year in which the Exploitation Period commences with regard to the
Contract Area, the surface fee set forth in paragraph (d) above shall be calculated pro-
rata from the date the Exploitation Period commences through to December 31st of
said Calendar Year.

For succeeding Calendar Years the surface fees set forth in paragraph (d) above shall
be paid-in advance, thirty (30) calendar days before the beginning of each Calendar
Year.

Surface fees shall be calculated based on the surface of the Contract Area and, where
applicable, of the Exploitation Areas held by the Lessee on the date of payment of said
surface rentals. In the event of surface relinquishment during a Calendar Year or in the
event of Force Majeure, the Lessee shall have no right to be reimbursed for any
surface fees already paid. 4

15.2 The Lessee shall pay the following amounts as bonus:

. (a) one million one hundred thousand Euros (€1 100,000) as a sngnature bonus
within thirty (30) calendar days after the Effective Date

(b) one million Euros (€1,000,000) Euros after the total average daily produ_ction
from Contract Area first reaches five thousand (5,000) barrels of oil per
calendar day or equivalent for a period of sixty (60) consecutive calendar
days;

(c) two million Euros (€2,000,000) after the total average daily production from
Contract Area first reaches ten thousand (10,000) barrels of oil per calendar
day or equivalent for a period of sixty (60) consecutive calendar days;
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(d) four million Euros (€4,000; “000) “after* the total average daily production from

Contract Area firstiTédchas’ twenty-five: thousand (25000) barrels of oil per
calendar day or equrvalent for a perrod of srxty (60) consecutive calendar

o days

Natural Gas shall be taken into account for purposes of determmmg the total .average
daily production from the Contract Area under Article 15.2 (b) to (d) and Article 15. 3(0)

by oonvertmg

,..,Lequrvalent barrels.;of daily Crude Oil

produotron ir rdance. with the:fo owmg ermula o

where

MSCF = one thousand Standard Cubrc Feet of Gas.

H = thie number of million ritis

ritish Thermal Units (BTU’s per MSCF).

Such payments:shall-be miadé within: thirty (30) calendar days following the last day of
the respectivé sixty (80) calendar day' period.

The surface fees and bonuses required under this Article shall not be included in the
Cumulative Total Outflows for the purposes of calculating the Royalty under Articie 13.

15.3 The Lessee shal'l ‘also-contribute to the training and improving-of thé professional skills
“of the l0cal staff in accordance with the-provisions of the Hydrocarboris Law and a plan
‘established in’ dgreetment with tié Mifiister at theend of ‘each Caleéndar Year. For that

purpose:

(@)

(o

©

during the Exploration Stage, the Lessee shall spend on said plan or, at the
Minister’s election, plage at-the.disposal of the Minister for.implementing said
plan, a minimum amount of erghty thousand Euros (€80,000) per Calendar

*Year

explmtable under Artrcle 74 sald amount shall be rncreased {o ninety
thousand Euros (€90,000) per Calendar Year

from-the date that the Lessee reaches an average, daily production from the
Contragct Area,wog»one_thguwnd. (1,000) .barrels of ojl per calendar day or
equivalent, -said amount shall be jnereased to one hundred thousand Euros
(€100,000) per Calendar Year.

16.4 All payments from the Lessee to the Lessor under this Agreement shall be made free of
any deduction including, without limitation, any deduction by way of claim, counterclaim

or set off.
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ARTICLE 16
VALUATION OF HYDROCARBONS

Taking into account thé provisions of the Presidential Decree, the value of Hydrocarbons and
By-Products shall be determined as follows:

16.1 For Crude Oil

(a)

(®)
@

(ii)

©

@

In the case of Arm’s Length Sales (as defined. herein below) of Crude Qil by
the Lessee to Independent Third Parties: the price shall be the price free on
board at the place of loading, ("FOB Greece Point of Delivéry") actually
realised by the Lessee provided that it is true and reasonable. A price shall be
considered reasonable if it does not unduly differ from the official selling price,
fixed from time to time by the major crude oil exporting countries for Crude Qil
closest in quality to that produced and sold by the Lessee, after adjustment of
such price to allow for variations - in specific gravity, sulphur content,
transportation costs and terms of sale (the "Official Price™). In the event of
Cost Insurance Freight (CiF) sales appropriate deductions shall be rade for
applicable insurance and freight charges to calculate the FOB Greece Point of
Delivery price.

In the case of sales by the Lessee to Affiliate Enterprises and in the case of
quantities retained by the Lessee for its own refining or use, and of, Crude Oil
received in kind by the Lessor: the average weighted price, free on board at
the place of loading, in each Calendar Quarter, as established by Arm's
Length Sales of similar kinds of Crude Oil effected during such quarter from
the production of the Contract Area.by the Lessee to Independent Third
Parties and by the Lessor to third parties

If, during any Calendar Quarter, no Arm’s Length Sales of any kind of Crude
Qil have been made by the Lessee to Independent Third Parties, nor by the
Lessor to third parties, other than states and legal enﬁties, directly or
indirectly Controlled by the State or other states price shall be the Official
Price. -

In the event that, for the purposes of paragraph (a) and (b) of this Article 16.1
the Parties cannot ascertain the Official Price of .the Crude-Oil produced and
sold then the price shall-be as determined in accordance with paragraph (e) of
this Article 16.1 for Crude Oil which, at the time of calculation, is being freely -
and actively traded in the international market and has similar characteristics
(such as, by way of example only, ‘specific gravity and sulphur content) to the
Crude Oil in respect of which the price is-being determined (the "Marker
Crude").- The FOB selling price for the Marker Crude shall be ascertained
from Platts Crude Oil Market Wire daily publication ("Platts").

In the event the Parties fail to agree upon the identity of the Marker Crude,
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. arithriietic average: of the-high-and-low FOB=prices-persbarrel of the Marker
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Article 16.3 shall apply.

The price, for the:purposes.of paragraph (c). of:this-Article 16.1 shall be the

-:Grude as published.by Platts for each of the: preceding:five-(5) consecutive

-Business.. Days, . after. adjustment:of such.:prices:. to..allow: for variations in

qualrty, transportatron costs; dehvery time,: payment,terrns the market area in

other contract terms to the exte }
calculatron for the average price mcludes a weekend or a day upon which

estabhshed in government transactrons exohanged barter spot sales,

restncted or distress transactrons any other transactions which are associated
~ with special financial or-commercial considerations or other dispositions not
consistent withfprevaiting market prices for similar Crude Oil.

tg)

(h).

16:2 t:br Nétnral Gas Condensateand ot’t’tﬁé‘r Hydrocarb‘dne: én‘dffBY-

(@)

(). In,

in. the event that. Platts Ceases to be publrshed for a period of thirty (30)
conseoutrve Busmess Days, the Partres shall agiee on an alternatrve daily
publication of similar nature. and stature used in the rnternatlonal _petroleum
industry. If the Partres cannot agree.. on the rdentrty of.an . alternatrve daily
publication as aforesaid, Artrcle 16.3 shall apply

For the purposes of this Article; the expressron "Arm s Length Sales" means
sales entered mto between a willing . seller and a wrlhng purchaser on
commercral terms reﬂectrng current_open_ market condrtrons and excludes
exchanges, barter restncted or drstress transactrons or any other transactron
which is associated with.special financial or commercial considerations.

Products

In the case of Hydrocarbons and By-Products, other than Crude Oil, sold by
the Lessee, the price shall be the:actual selling price realised by the Lessee
provided that it is true.and reasonable. A price shall be considered reasonable
if it takes account of prices current from time to time on the international
market, the -particular -characteristics™ of the .product, and the price of
alternative fuels inthe place to Which'the gas is delivered.

In the case of Hydrocarbons and By-P) s, other than Cr d_e_'Ort retained

by the Lessée for its own use or recerved in kind by the Lessor the price shall
be agreed by both the Lessor and the ‘Lessee, account being taken of the

price referred to in the preceding paragraph (a).



144

16.3 Final Determination

In the event of any difference, dispute or failure to agree between the Lessor
and the Lessee about the value or price of any Hydrocarbons or.the manner in
which such value or price is to be determined, in.accordance with the
provisions of this Article, the matter or matters in issue shall be. subject to final
determination by the Sole Expert in accordance with Article 23.

16.4 For the purposes of this Article, any reference to the Lessee shall be deemed t6 be a

17.1

17.2

17.3

17.4

reference to the Lessee or any Co-lessee.

ARTICLE 17
MEASUREMENT OF HYDROCARBONS AND BY-PRODUCTS

The Lessee, using international standard measurement methods, shall measure all
Hydrocarbons extracted at their- place of extraction and shall also measure all
Hydrocarbens and By-Products Produced and Saved pursuant to. Article 17.2.

Representativés of the Lessor shall have the right to be present at and observe such
measurement and to examine and test whatever appliances are used. If upon. such
examination or testing any appliance shall be found to be out of order or defective in
any way the Lessor may require-that the same be put in order or-replaced by the
Lessee, and if any such request is not complied with in a reasonable time specified
by the Lessor, the Lessor may cause the said appliance to be put.in order or replaced
and may recover from the Lessee the cost of so doing.

If upon examination by the Lessor, as afdresaid, any error or defect is discovered in
an appliance, such error or defect shall be deemed to have existed for three Months
prior to its Discovery or from the date of the last examination and testing, which ever
last occurred and quantities shall be adjusted accordingly.

If the Lessee desires to effect modifications to the measuring instruments, it shall give
reasonable advance notice to the Lessor to enable the latter's representatives to
attend the maodifications.

ARTICLE 18
. SATISFACTION OF. DOMESTIC REQUIREMENTS

18.1 Pursuant to paragraph 1 of article 7 of the Hydrocarbons Law, in case of war, danger of

war or any other state of emergency, the Lessee shall, upon request by the State, sell
to the latter all or a specnr ied portlon of its share of the product«on of Hydrocarbons and
By-Products from -the Exploitation ‘Area, provided- that, if,-immediately prior to the
exercise .of the above entitiement there are several exploitation areas. in the same
Contract Area-or another areas in Greece, the Lessee's contribution pursuant to such
request shall be apportioned on a pro rata basis among the lessees of the relevant

areas.
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18:2°" The price’ charged:for the quantities of-Hydrocarbons and By-Products sold to'the State

19.1

19.2

pursuant to Article 17.4, shall be the price fixed:for-the Hydrocarbons and By- Products

» recenved in kind by the Lesgor m accordanoe w1th Amcle 16

h‘ m the case of Crude Oll the pnce taken lS the average welghted pnced under Article

to the State dunng each Calendar Quarter shall be prov13|onally' based on the
i f h { any resul‘nng

- ARTICLE19™
RECORDS . REPORTS AND' DATAINSPECTIONS

The Lessee shall, as specified in the present Article:

(a)- keep. cuirent,. cornplete. and- acourate-records. in the State of ail-Retroleum
Operations and its activities in the Contract Area;

(b) permit the Lessor's representatives to inspect the Petroleum Operations and
the records kept according to paragraph (a) above;

(©) .supmit,tq:tj)ve.‘l‘_rei_ssor___quz‘r Data, as.required pur_suant to paragraph 10 of Article
7 of the Hydrocarbons Law, and

(d) maintain the, Propnetary Data l_»_ reece. and ensure that the Lessor has

unrestncted access to suoh data as réquired pursuant to palagraph 10 of
Atticle 7 of the Hydrocarbons Law.

The following reports and data shall be supplied to the Lessor without delay upon being
drawn.up.or.obtained:
(a) copies of geological surveys with suppoiting material, accompanied by the

rél

.-(b) copies: of geophysical surveys with- supporting material, as well as.copies of

recorded seismic magnetic tapes; and interpretation-reports;

1

() in the case of dnlhng, dally repods while drilling is in progress and copies of
records containing full partloulars of;

L4

(i) the drilling, operations, deepening, testing, plugging and abandonment of
wells;

(iii) the strata and subsoil through which wells are drilled;
(iv) the casing inserted in wells and ény alteration in such casing; and

(v) any formation water, other minerals as per Article 7.2, or dangerous
substances encountered;
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(c) copies of records on production tests carried out, as welf as any survey relating to
the initial production of each well;

(d) copies of all analysis reports of core samples and sampling procedure followed

(e) copies of any other technical reports which may be drawn up regardmg the
Petroleum Operations; and

() daily production reports and all relevant information related to production,

The Lessee shall, without delay after their execution, submit (in hard or electronic copy)
to the Lessor copies of all contracts entered into by it with suppliers (including Affiliate

- Enterprises), contractors and sub contractors and others with respect to Petroleum

19.4

19.5

19.6

19.7

19.8

Operations. The Lessor may ask for clarification of the terms and prices of these
contracts. ’

The Lessee shall submit to the Lessor detailed quarterly and annual financial and
technical reports of its activities under the Agreement. Quarterly reports shall be
submitted within one (1) Month of the expiration of each Calendar Quarter and the
annual report within three (3) Months of the end of each Calendar Year,

Within three (3) Months of the end of the Calendar Year in question - unless a shorter
period is provided for lodging the tax return under paragraph 5 of Atticle 8 of the
Hydrocarbons Law, in which case this shorter period shall also apply - the Lessee shall
submit to the Lessor copies of income and expenditure accounts according to Annex C.

The Lessee shall submit representative samples of drilling cores -and. cuttings taken
from each well, as well as samples of production fluids. Upon the- expiration of this
Agreement, samples of drilling cores and cuttings remaining in the possession of the
Lessee shall be delivered up to the Lessor,

The Lessor warrants that it has title to all State Data and grants to the Lessee an
unconditional, royalty free, licence only for those State Data held or developed by the
Lessor vunt'iI the Effective: Date (excluding any data acquired and/or produced under the
non-exclusive marine seismic data acquisition and services commenced on the 26" of
October 2012) valid for the duration of this Agreement to access retain and use such
data for the purposes of conductsng the Petrofeum Operatlons The Lessor shall have
title to all Data and grants the Lessee an unconditional royalty free licence valid for the
duration of this Agreement to access, retain and use such data for-the purposes of
conducting the Petroleum Operations. Such licences shall.be -exclusive in respect of
State Data and Data relating to all parts of the Contract Area which have not been
relinquished or surrendered by the Lessee and non-exclusive for the areas relinquished
or surrendered by the Lessee during the term of this Agreement. Notwithstanding the
above, the Lessor shall keep State Data in relation to the Contract Area confidential but
shall be entitied to disclose such data for purposes of promotmg tenders with respect to
exploration and exploitation of hydrocarbons in adjacent areas.

The Lessor acknowledges the proprietary rights of the Lessee in the Proprietary Data,
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Liessee;shall.duly.submit;-upon:request, all.Data and Propiietary Data for statistical

purposes, specrf'c par
Lessee's interests,.

19.13 The Lessor.and. its representatives:

) shall have fights (67

(iy access the:Contract- Areasat:allsreasonable.times -and-reasonable intervals
and with reasonable, piior wiittefi:notise:to the: kesses. at-their. own risk (save
where 1nJury or damage results from the gross negllgence or willful
mrsconduct of the Lessee) and expense

(iiy- o‘bserve-Petrole‘umz@p‘eratro‘nsae‘a‘nd;..‘;,.

(m) mspect all assets records, Data and Proprretarvaata'owned or maintained

reasonable us\e of the equrpment or mstruments of the Lessee provrded that no
damage to the equ1pment or mstruments or mterference z_wrth_'f the Petroleum
Operations which resu!ts from such use. The Lessor éﬁd its representatrves shall
‘be given: reasonable. assrstance ‘by-the:L.essee for such funetions;.and the Lessee
shali < afford to the Lessor and its representatrves all* facilitiés and priviléges
afforded to its own personnel in the field, including the use of available office

space and housing free of charge.

19.14 Except as provided in Articles 19.12, 19.15 to 19.20, for the term of this Agreement, all



