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4. Zupgoveitar Gsabtwg 81t W watoyh Eévov cuvahia-
yratos eig 10 tEoTepndy cupgaves T mapovt: dpdpy Sa
radiatd eig v ‘Erarpeiav Suvariv-tay xdhudy mAfpog, @Y
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Adbee yOpav Enydpnag xat Egapuoyiy tob &pdpow 23 wap.
1 &2. (a) xai (6) tng wapolong oupbacews.

2. 'H wn éumpbSeopog Tapadosic 14 év map. 1 7ol mapov-
T0g &pdpou Gpynfis EyYunTIGG émoToATS nadiaTd dvioyupoy
Ty xapoloay cdpbasty frig wai S& Jewpiitar ¢ obdémote

TevouivY. .
"Apdpov 30. .
"Amalhayh dnd Tehdy YRpTOA0Y.
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00T@ V& YVOOTOROLNCY THY TotabTNy dvdnAnoty xal 10 Gvo-
waremdvopoy xat v A)very 100 véou dvrixhdrou, ot 3éov
va elvar xdtomog "Adwvdy péypr 3t tiig toadteg  recvo-
rovficeng EYRipOS YIvOVTar ai %owomorioets wpds TOV AvaTé-
p® GVTiRANTOY. _ ‘

’ « = o "ApSpev 33.

"Extovolh texvinie xat oixovopmixiig bondeiag.

'H- ADA OIL EXPLORATION CORPORATION,
dnhot &t 60 poveg pétoxos tadtng Aot ADA OIL COM-
PANY xaté mportoboukiav Thg omoiag Gpyaveody &hade
TARen @y 16y Spov TS mapolong cuwbastws.

AV Rrarvépag émiotodiis drevduvopévng mpog 0 ‘EAAmvixdy
Anudstov comgdverg wpog oyédiov EmTTOARG TadTNG KATAPT:-
e3¢y mapa 700 “EAAnyvinod Avposiov xai t4¢ ‘Erarpelag xal
uovepagevTog ouepoy mapa todtwy, § ADA OIL COMPA-
NY avahapbdver tiv Utoypéooty %atd Tdg Aemtopepsis dn-
hOTELG TG 1a¢ TEpteyoudvag ei¢ Ty émeTolny TadTNy, Sreg
& TEpmTAOEL NPOOEWG ThG Tapodume cupbdsews Sia Népov

v& mapaoyy wad’ SAqy v Bidpxeiav Thg ioybeg THS Taped-

s supbasews, ei¢ oy ADA OIL EXPLORATION COR-
PORATION, % & mepirtdoet perabibdosng cig 10, %até
16 & dpdpep 23 wap. 1 &3, (a), (&) xat (y) tie wapolong
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e A‘GREE:MENT , ) Latitude Longitude
S e L G FOR A 40009 107 250 30° 207
THE EXPLORATION FOR AND DEVELOPMENT B 39054 24” 250 40’ 00
OF LIQUID AND - GASEOUS HYDROCARBONS C 39 34 18" 250 40° 00"
IN THE OFF-SHORE AREA OF THE ISLAND D 390 24’ 00" 250 07 42"
_ - OF LIMNOS E 39 24 00" 240 49 54"
A . F 400 00" 00" 240 55 00”
PREAMBLE © Aticle 2. |

WHEREAS, . preliminary discussions were held in
Athens betweén representatives of the Greek State
and Ada Oil Exploration Corporation regarding the
possibility “of . the Greek . State granting exploration
and development rights for. hydrocarbons, and -

WHEREAS, on August 9, 1969, a letter of proposal

was submittéd 4o the Ministry of Industry by E. L

Athens, special attorne¥ on behalf of Ada Oil Explo-
ration Corporation, and on August 20, 1969, an amended
proposal was submitted: to the- Minister by Ada Oil
Exploration Corporation, outlining the basic principles
of a proposed “Agreement, pursuant to the provisions
of Article -5. of Law 3948/1959 regarding the explo-
ration for -and development of hydrocarbons, and

WHEREAS, it was agreed that such direct Agreement
to be ratified by Law would be -concluded between
the Greek State and Ada Oil Exploration Corporation,
incorporated under the laws of the State of Delaware,
of the United States of America, with its home offices
in Houston, Texas, US.A.

NOW THEREFORE
"BETWEEN -

1. The Kingdom of Greece, hereinafter referred
to as the «Greek Staten, legally represented by the
Minister of Industry, Mr. C. Kypraios,

. and

2. Ada 0Oil Exploration Corporation, hereinafter
referred to as the «Corporation» or the «lesseen, repre-
sented by its special attorney, E.J. Athens acting by vi-
rtue of a Special Power of Attorney granted by the Cor-
Poration on July 17, 1969, attached hereto in the original
and an official translation, the present Agreement, pur-
Suant to the concurring opinion of the Council of
Mines, has been concluded under the following terms
and conditions : -

Article 1.
: “Original Exploration Area

For the purpose of carrying out the work of explo-
Tation for and development of hydrocarbons, the Greek

tate concedes hereby to-the Corporation the following
exploration area : '

An off-shore area around the island of Limnos
hOu_nded on the east side by the Greco-Turkish inter-
National boundary and with a total sea surface area
of approximately 4000 square kilometers, and depicted
« Ied on the British Admiralty Chart No. 1659 marked
Schedl}le A and attached to the present Agreement
of which it constitutes an integral part.

38fh§s)cale of the Chart is 1 : 150,000 (at Latitude

The concession area is also precisely defined by the
ﬁ? ts and coordinates relative to the Greenwich
®ridian shown in the table below : - i

. Right to Renewal and Reductions of the
" Original Exploration Areas

1. The original exploration area is granted to the
Corporation for a period of two years from the effective
date of this Agreement.

2. At least one month before the end of the second
year the Corporation shall notify the Greek State
of the areas which it has selected to surrender at the
end of the second year. The areas to be 8o surrendered
shall measure at least 25 per.cent of the area of the
original exploration .area. . . .

3. Provided the Corporation has carried out its
investment and working obligations during the first
two years, as specified in Article 3 and 4 of this Agree-
ment and provided it has carried out the surrenders
specified under item” 2 above, the areas retained
by the Corporation shall be held by it in full right
for apother period of two years (first renewal period,
from the end of the second through the end of the
fourth year from the effective date of this Agreement).

4. One month before the end of the fourth year
from the effective date of this Agreement (end of the
first renewal period) the Corporation shall notify the
Greek State of the areas which it has selected to surren-
der at the end of the fourth year. The areas to be so
surrendered shall measure at least 25 per cent of the
original area.

5. Provided the Corporation has carried out its
investment and working obligations during the first
renewal period (from the second through the end of the
fourth year from the effective date of this Agreement),
as specified in Articles 3 and 4 of this Agreement
and provided it has carried out the surrenders specified
under item- 4 above, the areas retained by the Corpo-
ration shall be held by it in full right for another period
of one year (second renewal period, from the end of the
fourth through the end of the fifth year from the ef-
fective date of this Agreement).

6. Provided before the end of the fifth year no dis-
covery of hydrocarbons, in quantities which in the Cor-
poration’s opinion would ensure an economic exploi-
tation, has been made by the Corporation and provi-
ded the Corporation has therefore not applied for
a development concession as stated in Article 5, item
1, any areas held by the Corporation under this Agree-
ment at that time shall be surrendered to the Greek
State and the present Agreement shall be terminated.

7. If at any time during the first five years from the
effective date of this Agreement the Corporation makes
a disecovery of hydrocarbons in the original exploration
area in quantities which, in the Corporation’s opinion,
would ensure the possibility of an economic operation
for the Corporation and selects a development conces-
sion as per Article 5, items 1 and 2, then: (1) One

-month before the end of the fifth year from the effe-

ctive date_of this Agreement (end of the second renewal
period), the Corporation shall notify the Greek State
of the areas which it has selected to surrender at the
end of the fifth year. The areas to be so surrendered
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shall measure at least 259, of the original area; (2)
The Corporation shall have the right, after the end of

the fifth year from the effective date of this Agreement

to hold for the duration of thé said development con-
cession all exploration areas still held by the Corpora-
tion after the areas selected in (1) above have been
surrendered. Therefore if discoveries of hydrocarbons

are made and concessions selected in the original explo-

ration area undeér the conditions foreseen at the beginning
of this item, then the total of the exploration areas whi-

ch the Corporation shall have the right to hold by vir- -

tue of this item 7 shall be equal to 25 per cent of the

areas, if any, voluntarily surrendered by the Corpora-
tion before the end of the fifth year from the effective
date of this Agreement, and minus the areas of the de-
velopment concessions held by the Corporation at the
end of the fifth year. : S

8. The choice of the areas to be surrendered under
the stipulation of items 2, 4 and 7 above shall be
made by the Corporation solely in its own judgment

and the areas surrendered may be-in several non-éonti- -

nuous blocks, provided, however, that each surren-
dered block measures not less than fifty square kilo-
meters, ’

Each time that the Corporation makes its choice of the
areas to be surrendered it shall submit at the same time
an accurate description and maps Scale 1:10,000 sho-
wing the location of the areas surrendered and the areas
retained. '

The boundaries of the areas surrendered and retai--

ned in accordance with this Article, as also of the areas
conceded fof exploration, shall be defined by coordi-
nates relating to British Admiralty Chart No 1659.

Article 3.

Investment Obligation of the Corporation

1. During the first five years from the effective date
of this Agreement the Corporation is obliged to invest
the following amounts for the carrying out of the explo-
ration operation under this Agreement and according
to the following program : N

: US. §

1st Year : Marine seismic survey plus any
other type of geological and geophy-
sical work to determine structural.

anomalies 250,000.00

**2nd Year : Marine seismic survey plus
any other type of geological, geophysi-
cal, engineering, and any and all other
work necessary in determining a sui-
table drilling site plus possible dril-
ling

3rd Year: Drill an exploratory well to a
minimum depth of 2,650 m. with a rig
capable of drilling to 3,300 m.

4th Year : Drill two exploratory wells to a
minimum depth of 2,650 m. each, with
a rig capable of drilling to 3,300 m.

5th Year : Drill twoexploratory wells to a
minimum depth of 2,650 m. each, with
arig capable of drilling to 3,300 m.

MINIMUM TOTAL INVESTMENT

250,000.00
1,300,000.00
2,600,000.00

2,800,000.00
. 7,200,000.00
**In the event that surveys to date in the course of

the second year indicate, in the opinion of the Corpo-
ration, the desirability of drilling a deep test to a

. migimom depth of 2,650 metres the Corporation shall

have the right to tommence such drilling at any time
after the thirteenth month of the Agreemignt. Never the-
less the Corporation must fulfill .its obligation
to invest the sum - of $ 250,000.00 during the. se-
cond year in seismic surveys etc. asabove in the
concession area. ~

2. Tf the Corpdrétion retains any exploration areas
after the end of the fifth year, as stipulated in Article 2,

-item 7, it shall be obligated to invest the following

.amounts in exploration work in the exploration areas
b 1Aal L } . retained by it after the end of the fifth year from

total area of the original exploration area minus the - S

the effective dateé of this Agreement.” .

S o PR U.S$
a) for the whole period of the first three -
years per square kilometer ........... weenTo - 900
b) for the whole period of the three following E
years per square kilometer . ..... .. . ..., 1,500
¢) for the whole period of the three f6l- 4
lowing years per square kilometer .......... 2,250
d) every three years after the end of the
ninth year (after the end of the fourteenth . .
year from the effective date of this Agreement) < -
per square kilometer ............ ... ...... 3,000

3. a) Any amounts invested by the Corporation
in its exploration and development operations under
this .Agreement in the initial fwo-year period and ‘the
following renewal years, mentioned under 1 of this
Article, in excess of its investment obligations for
each of these years shall be credited against the inves-
tment obligations of the following year or yéars. Any
amounts invested by the Corporation in its exploration
operations under this Agreement during any one
of the periods of three years, mentioned in item 2 of
this Article in excess of the specifically mentioned
investments for the same period, shall be credited against
the obligatory -investments for exploration of the fol-
lowing period or periods of three years each. '

- b) If by the end of any of the years or periods men-
tioned in this Article the Corporation has failed to in-
vest in its exploration and, in the case of its develop-
ment operations under this Agreement, the- above —
mentioned obligatory amounts, which shall include
any credit as provided for in a) above, the Corpora-
tion shall pay in cash to the Greek State the "difference
between the obligatory amount for that year or pe-
riod and the amount actually invested during the
same year or period. These payments shall be effected
not later than three months after the end of the cor-
responding year or period, and such payments shall
be deemed to constitute complete compliance by the
Corporation with its investment obligations for the
corresponding year or period.

4.a) The obligatory investment amounts mentio-
ned in this Article shall include “any expenditures,
whether incurred inside or cutside Greece, of whate-
ver nature, that are paid or owed by the Corporation
in and for the performance of its operations under
this Agreement, including but not limited to organiza-
tion = expenses, general administrative and overhead
expenses, fees for services performed by contractors
and any third parties, purchase or lease of machinery
and supplies, including any _spare parts therefor,

. and materials and supplies (except as set forth in sub—

item ¢) below) provided however, that organization,
administrative and, whether incurred abroad or in
Greece, general expenses may not be credited against
the investment obligations set forth in this_ Article
In an amount exceeding 10 per cent of said obligations
as mentioned in item 1 of the present Article for the
respective . periods, '



B
a

_EOHMEPIEZ THX KYBEPNHIEQE (TEYXOX NPQTON)

563

_b) For the purpose of item 4, sub-item a) only :
Organization expenses shall be taken to be all expenses
incurred in conneetion with the formation of the Cor-
poration and the negotiation of this Agreement prior
to the date of its ratification through Law.

Administrative expenses shall be taken to be all
expenses by the Houston office of the Corporation and
expenses charged or incurred by the parent company
and / or subsidiaries or affiliates of the parent company
for technical and administrative advice and managerial
assistance in order to carry out the purpose of this
Agreement. A '

General expenses shall be taken to include :

1. Rent of managerial and administrative offices
in Greece and all such expenses as are connected with
the maintenance of said offices, such as light, heating,
telephone, - ete. )

2. Purchase of furniture and equipment for said of-
fices and any expenses connected with the installation
of said offices. . C :

3. Purchase, maintenance and expenses for opera-
tion of passenger cars in Greece, for the use of the Gene-
ral Manager and of‘the administrative staff.

4 Moving and relocation expenses of foreign mana-
gerial and . administrative personnel. -

5. Expenses connected with trips abroad of mana-
gerial and administrative personnel for business.

_ 6. Representation expenses of the entire personnel
in Greece.

_¢) If at any time the Corporation purchases drilling
rigs for the purpose of carrying out deep exploration
and development wells in accordance with details agreed
by this Agreement capable of reaching the depth defi-
ned in Article 4, item 5, the Corporation shall have the
rlght‘ to credit against the investment obligations
mentioned in this Article not more than 20 per cent
of the purchase price (including cost of transportation
to Greece) provided this amount does not exceed nor-
mal rental for this type of rig per calendar year, be-
ginning with the calendar year when the rig is used
for the first time in Greece until such time when the
total purchase price is so credited.

.d) If, on the contrary, drilling operations are car-
lied out by a contractor or by a rig rented to the
Corporation by one of its affiliates or by a third party
then the entire fees of the contractor or the entire
rent will be credited against the investment obligations
Mentioned in this Article whenever payments to the
tontractor, to the affiliate or to a third party are made.

Article 4.

Working Obligations - Exploration

1. The Corporation shall have to start geological
gﬁ geophysical work on its exploration area not later
an three months after the effective date of this Ag-
Teement, and all the exploration area shall be surve-
Yed in detail by means of geological and/or geophy-
Sical methods during the first two years after the ef-
ective date of this Agreement for the primary purpose
of enabling the Corporation to determine the best
Possible locations for the drilling of exploration wells.
st The (drilling of a deep exploration well shall be

arted within twenty - five months from the effective
ate of this Agreement.
the uring the period from the end of the second to
o end of the fourth year, at least two additional

°P exploration wells shall be drilled.

4. During the period from the end of the fourth
to the end of the fifth year at least two additional deep

* exploration wells shall be drilled.

- 5. The above - mentioned exploration wells shall
be drilled by means of a rig capable of reaching a depth
of at least 3,300 meters, unless seismic information
shows the sedimentary formations to be drilled require
a rig with a greater depth capability.

6. The location of the above - mentioned explora-
tion wells shall be selected by the Corporation in its
own judgment. T

7. The exploration wells completed in excess of the
minimum number in one year shall be credited against
the working obligations of the following year or years.

8. A deep exploration well shall mean a well of a
depth of not less than 2,650 meters measured from
the rig’s rotary table provided, however, that for the
purposes of this Article the following wells shall be
deemed to be deep exploration wells :

a) Any exploration well in-which a discovery of
hydrocarbons is made at any depth of less than 2,650
meters in quantities which in the Corporation’s opi-
nion would ensure an economically profitable opera-
tion for the Corporation and provided the Corporation
makes the notification foreseen in Article 5, item 1
of this Agreement on the basis of this discovery.

b) Any exploration well in which the crystalline
or granite basement is encountered at any depth be-
tween 750 meters and 2,650 meters. If, however, the
crystalline or granite basement is encountered at any
depth before the well has reached 750 meters,
such exploration well shall not be deemed to be a deep

“exploration well, and in this case the Corporation shall

have to drill one additional well, which shall have
to be drilled to a depth of 2,650 meters, or until di-
scovery of hydrocarbons, as under a) above, or until
the crystalline or granite basement is encountered in
it at any depth, or until the circumstances arise
which are foreseen under ¢) below, whichever of those
three events occurs first.

¢) Any exploration well with respect to which the
Greek State and the Corporation agree that further
drilling is not justified. If this agreement is reached
before the well has reached the depth of 750 meters,
then such exploration well shall not be deemed to be
a deep exploration well and the Corporation shall
have to drill one additional well to a depth of 2,650
meters, or until discovery of hydrocarbons in it, as
under a) above, or until the crystalline or granite ba-
sement is encountered in it at any depth, or until the
Greek State and the Corporation agree that further

drilling of this well is not justified, whichever of the-

se three events occurs first.

In the cases foreseen under b) and c¢) above, the
meterage drilled in the original well added to the me-
terage of the replacement well shall not be less than
2,650 meters. If the condition provided for in the pre-
ceding sentence is not complied with within the estab-
lished time limits, the Corporation shall be obligated
to pay to the Greek State ‘an amount of U.S. dollars
350 for each meter by which the total added meterage
of the original and of the replacement well falls short
of 2,650 meters. Upon the payment of this amount
the original and the replacement well taken together
shall be deemed to be one deep exploration well under
the terms of this Article.

9. If the Corporation wishes to discontinue the dril-
ling of any one of its exploration wells at any depth,
without having discovered hydrocarbons in it, and to a-
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bandon said well, the Corporation shall bave the right
to do so in its own frée judgment, under reservation of

the replacement through-another well as stipulated

in this Article. However if in this case the Greek State
has serious technical reasons t{o believe that hydrocar-
bons could be discovered in this well at a greater depth,

then the Greek State shall have the right to request . .

the Corporation to continue the drilling of this well,
provided thig request is made to the Corporation before
the rig is removed from the location and provided
further that the Greek State shall not have the right to
request that this well be-drilled beyond the depth capa-
bility of the rig. : - -

The Corporation shall have to comply with the above
request of the Greek State, provided, however, that :

a) This additional drilling shall be carried out at the
expense of the Gréek State, which shall reimburse the
Corporation for all the expenses incurred. for such
drilling, according to the same rate the Corporation
had been paying, including a charge for depreciation
of all the machinery and equipment used for such
drilling at the rates foreseen in Schedule B and an over-
head of 10 per cent. Such-reimbursements shall bé made
on a monthly basis and not later than thirty days after
the presentation by the Corporation of a monthly bill.

b) The Greek State shall assume all risks connected
with this additional drilling and full responsibility
for all damages suffered by the Corporation or by third
parties as a result of same, except in the case of gross
negligence on the part of the Corporation.

c¢) Should this additional drilling cause any delays in
the fulfillment by the Corporation of its working obli-
gations under this Article, such delays will be added to
the period during which any of these obligations are re-
quired to be performed. ) ,

d) In case hydrocarbons are discovered in the above-
mentioned well during this additional drilling in quanti-
ties which in the Corporation’s opinion would ensure an
economically profitable operation for the Corporation,
then the Corporation shall have the right to apply for
and receive a Development Concession with respect
to this discovery as stipulated in Article 5 of this Agre-
ement, it being understood however that in this latter
case the Corporation shall have to pay to the Greek
State thirty days after the Corporation notifies the

declaration foreseen in items 1 and 2 of Article 5

an amount which shall be equal to the double of all the
amounts charged by the Corporation to the Greek State
for this additional drilling (plus interest at the rate of
10 per cent per annum), all of which amounts so paid
shall be included as expenditures of the Corporation
in satisfaction of its obligations under Article 3.

Article 5.

Right of the Corporation to Receive
Development Concessions :

Number and Duration of‘ Same

1. If during any time when the Corporation holds
exploration areas under this Agreement a discovery of

hydrocarbons in quantities which in the Corporation’s -

opinion would ensure an economically profitable ope-
ration for the Corporation (commercial production),
ismade in an exploration well drilled in any such explo-
ration area, the Corporation, after having submitted sa-
tisfactory proof of such discovery to the Greek State,
shall have the right to select an area, referred to throu-
ghout this Agreement as «Concession» or « Development
Concession» with the discovery well located within it,

under the terms of items 2, 3 and 4 of this Article
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‘and in accordance with the procedure for notifyirg

the deelaration foresesn in Article 11 of Law 3948/1959.
- 2. From the moment of notification to the Ministry
of Industry in conformity with Article 11 of Law 3948/
1959, of the selected area, theé Corporation becomes au-
tomatically Lessee of the so selected area ‘or areas.

3. The maximum area of-each dévelopment con-
cession shall in principle be fifty square kilometers
of any shape determined by the Cofporation. However,
if the Corporation can prove to the Greek State that
the probable area of the producing field exceeds fifty
square kilometers, then the Corporation shall have the

* right to a development concession measuring more than

fifty square kilometers, but in no case more than one
hundred square kilometers. T

~ 4. The number of development concessions which
the Corporation is entitled to. select and hold in full
right by virtue of this Agreement is unlimited and each
new well capable of producing hydrocarbons, drilled
by the Corporation on any of its exploration areas, but
outside its development concessions, shall entitle the
Corporation to select and hold a new-development con-
cession under the conditions set forth in this Article.

- 5. The duration of the lease of each development
concession of the Corporation shall be twenty - eight
years from the date of the notification-of the declaration.

Provided the Corporation has complied with its obli-
gations under-this Agreement applicable to each deve-
lopment concession under consideration, this period
of twenty - eight years shall be automatically exten-
ded for another ten years under the.applicable terms
of this Agreement, provided however that any amen-
dment of the Law 3948/1959 applicable to the exploi-
tation of hydrocarbons generally shall be applicable
to the so extended concession or concessions, except that
no change in Law 3948/1959 shall have the effect of
altering the period of the ten years extension.

Article 6.

Production of théw(loi'poratfion
Obligations .

As soon as, in accordance with Article 5 of this
Agreement, the Corporation notifies the declaration
for the area selected by it, foreseen in Article 11 of
Law 3948/1959, it shall proceed diligently with the

Development and

- drilling of delineation and development wells, using

such spacing of the wells as, iri the opinion of the
Corporation’s technicians and in accordance with in-

“ternational technical standards is best suited to ensure

the maximum economic ultimate recovery.

2. Under reservation of the prescriptions of item 3
below, the Corporation shall carry out continuous
producing operations in a workman-like manner 1n
accordance with the internationally recognized rules
of good oil field exploitation and always with a view to
ensure the maximum economic ultimate recovery.

3. However, at no time shall the Corporation be
obliged by the Greek State to produce hydrocarbons
from its installations existing at any given time at a
rate which according to international oil field practice :

a) is technically unsound ; or

b) is detrimental 4o the scope of maximum economic
ultimate recovery; or

¢) is uneconomic, i.e., does not ensure a profit to
the Corporation from its operations.

_ 4. In case the Greek State finds that the development

_ drilling and. producing operations of the Corporation
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do not comply with the principles set forth in items
1, 2 and 3 above, the Greek State shall give notice
in writing to the Corporation for initiating compliance
within_one. month from such notification. It is, of
course, uhderstood that if the Corporation has objections
to. such suggestions, it-may refer to -Arbitration in
accordance with Article 26 of this Agreement pending
which the Corporation shall not be obligated to initiate
compliance as above mentioned.

o Article 7.

Authorized Operat{on&of the Corporation & Restrictions

1. The Gorporation shall have the right to carry out
geological geophysical and any other exploration ope-
rations for the purpose of discovering hydrocarbons by
any method -and to carry out reconnaissance geological
drilling-and deep exploration drilling for the same pur-
pose within the exploration area and development con-
cessions at any time held by the Corporation under
this Agreement. =

- 2. The Corporation. shall have the right to develop

the reserves of hydrocarbons discovered by it, to drill
development wells and to produce hydrocarbons dis-
covered by it.

3.  The Corporation shall have the right to store the
hydrocarbons produced by it, to submit them to pre-
liminary treatment (such as separation of water and
bottom sediments, . desulphurization, separation of
natural gasoline from natural gases) and to transport
them. ' :

4. The Corporation shall be the owner of all the
hydrocarbons produced by it and shall have the right
freely to dispose of them either by selling on the dome-
stic market or by exporting them, however within the
limitations set forth in Articles 9 and 12 of this Agre-
ement. ‘

5. For the exercizing of the rights enumerated in this
Article, and for complying with its obligations under
this Agreement the Corporation shall have the right
after complying ‘with the existing legal formalities to
build or cause to be built and or operate and or rent
from third parties storage tanks, field gathering lines
and trunk pipelines for gas and crude oil, separators,
plants for the primary treatment of the hydrocarbons
produced by it, as for example gasoline separation
plants, desulphurization plants, etc., branch railway
lines, storage and loading facilities at railway stations
and in the Greek ports, housing facilities for its emplo-
yees and workmen, warehouses, mechanical shops,
telephone and radio communication facilities, and all
other installations necessary for the efficient carrying

out of its operations under this Agreement. Such in-.

stallations may be built and or operated by the Corpo-
ration only to the extent that in the Corporation’s
judgment the existing installations owned by the
Greek State.or any Government agency either are not
sufficient- and proper for the Corporations purposes
or their use is uneconomic for the Corporation.

-6. The Corporation shall also have the right exclusi-
vely for the fulfillment of its operations under this
Agreement to reclaim lands or create islands within
the exploration areas at any time held by it under
this Agreement, provided permission to do s0 18 obtgu_led
from the General Staff of the Navy, which permission
shall not be unreasonably withheld.

7. The Greek State shall render all lawful assistance
to the Corporation in obtaining the permits and au-
thorizations from any and all competent authorities,
including the military authorities, necessary to reach

the objectives described in the preceding items. Should
the lack of or delay in obtaining the said permits and
authorizations render impossible or necessarily delay
the carrying out of any of the Corporation’s obliga-
tions under this Agreement, such non-performance o1
any delay in the performance by the Corporation o
its obligations under this Agreement resulting there-
from shall not constitute a transgression of the terms
of this Agreement and shall be treated as a case of
«force majeure» under Article 25 of this Agreement

8. During the performance of seismic measurements
in the sea, the Corporation undertakes the obligatior
to cause explosions through compressed air-guns o
by use of another method applied to limit destructior
of marine life. Only in exceptional cases when above
methods do not produce satisfactory results will the
use of explosive material be allowed.

9. Geophysic research, drilling and exploitation o
oil discovered under seawaters, shall take place unde

“the following conditions :

a) Operations should not cause substantial tran-
sformations of beaches and sea bottoms of the area.

b) Navigation in the Limnos Island area should nof
be unfavorably affected.

¢) Operations in alignments of Radio Sea Light:
etc. shall be prohibited, and any floating means to be
eventually used should comply with the rule of avoi-
ding collisions at sea. :

d) For any matters of a navigation nature it is ne-
cessary to_furnish in time to the Department of Hy-
drography of the Royal Navy the required informa-
tion in order to issue the relevant announcements and
instructions to seafarers. '

e} Operations can be discontinued indefinitely should
such action be considered necessary for reasons of Na-
tional Security, and the installations in use shall be
removed from the area until such time as the reasons
causing discontinuation of operations will have di-
sappeared, without any obligation for indemnity on
the part of the State, provided, however, that any such
interruption or discontinuance of operations shall be
considered to have been caused by force majeure un-
der Article 25 of this Agreement.

Article 8.
Stremmatikos Payment

"The Corporation is obligated to pay to the Greek
State a Stremmatikos of 1,000 Drachmae per annum
per square kilometer of the area of all development
concessions at any time held by the Corporation un-
der this Agreement. The payment of this Stremmati-
kos will start from the moment the Corporation be-
comes the lessee of a concession.

Article 9.
Royalties

1. The Corporation shall pay to the Greek State a
royalty of 14 (fourteen) 9 on all hydrocarbons (crude
oil, natural gas and natural gasoline) produced and
measured by it as per item 3 of this Article in the
course of its operations under this Agreement, freed
from water and foreign substances.

The quantities of produced hydrocarbons used by
the Corporation for its own operations for fuel, or for
the purpose of repressuring, or unavoidable losses in
the course of the operation (principally gas flared)
shall not be subject to the payment of royalty.

2. The royalty on crude oil and natural gas shall
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be paid in cash unless the Greek State elects to take
‘these royalties in kind as hereinafter provided. Two
months before the beginning of each calendar semester
the Greek State shall notify the Corporation in writ-
ing whether it desires to take all or part of its royalties
for crude oil andjor natural gas in kind during the
ensuing semester. Once the Greek State- has notified
its choice to the Corporation no change in the manner
of collecting the royalties shail be made up to the end
of the ensuing calendar semester, unless a mutually
satisfactory written agreement is arrived at between
the Greek State and the Corporation on this subject.

The royalty on natural gasoliné shall always be paid
in cash. ,

3. The quantities of bydrocarbons subject to royalty
ghall be measured at the field storage tanks for crude
oll, at well-head for natural gas, and at the separation
plants for natural gasoline The Corporation shall be
obligated to install for this purpose adequate measu-
ring devices complying with the standards wusually
adopted in international oil field practice. -

4. The royalty in kind on crude oil shall be taken

delivery of by the Greek State at the field storage
tanks of the Corporation within forty days from the
end of each month to which the royalty payment

applies, unless another arrangement is arrived at by

mutual written agreement between the Greek State
and the Corporation, and the Corporation shall be obli-
gated to store at the sole risk of the Greek State, except

that the Corporation will be responsible for any loss -

or damage resulting from its negligence, the royalty
crude oil to be delivered to the Greek State in the Cor-
poration’s field storage tanks. free of charge during this
period of forty days. In case the Greek State does not take
delivery of its royalty crude oil within the above spe-
cified period,. the Corporation shall have the choice
of either freely disposing of it, in which case the royalty
on crude oil shall be paid in cash, or of continuing to
store it for the account of the Greek State against an
appropriate storage charge, which shall amount to the
actual storage cost plus 10 per cent. '

5. Title to crude oil and or natural gas delivered
to the Greek State as royalty shall pass at the point
where the delivery therefor is effected. :

6. Should the Corporation own and operate in Greece
any trunk pipelines for the transportation of crude
oil and natural gas the Greek State may request the
Corporation to transport the quantities belonging to
the State by means of these pipelines either to their
terminal or to any other point located on these pipe-
lines. This transportation shall be carried out by the
Corporation at cost, plus 10 per cent. The present item
shall not be interpreted as an obligation of the Corpo-
ration to build any pipelines or any transportation
facilities in addition to those which it owns or operates,
nor to erect any additional installations with respect
to such pipelines or other transportation facilities unless
another agreement is arrived at between the Greek
State and the Corporation for this purpose.

7. Prior 1o the time when the Corporation becomes
an exporter of indigenous crude oil and establishes a
posted price in Greece the amount of cash to be paid
to the Greek State as royalty shall be calculated applying
the price paid by the Greek State Refinery or other
refineries existing in Greece for crude oil purchased
by them from the Corporation, as such is specified in
Article 12, item 9 a). '

From the time the Corporaiion becomes an exporter
of indigenous crude oil and establishes a posted price
in Greece, the amount of cash to be paid to the Greek

State as"royalty en crude il by it in Greece shall be
calculated applying said posted price, as such is spe-
cified in Article 12, item 9 b). )

8. The value of the royalty on natural gasoline shall
be calculated on the average sale prices realized by
the Corporation during the month to which the royalty
payment applies, minus manufacturing costs and-
trangportation expenses from the field storage tanks
to the point of delivery. - S '

9. The value of the royalty on natural gas subject
to royalty shall be calculated, if paid in cash, on the
average sales revenue realized by the Corporation per
cubic meter of gas sold during the month to which the -
royalty payment applies, minus treating -cests and
transportation expenses from wellhead to the point
of delivery. B o R

10. ‘All royalties in cash shall' be paid- every six
months in January and July of each year.

Article 10. ‘ ‘ R
~ Taxes '

1. The Corporation shall be subject as if it were a
Société Anonyme to the income tax for limited stock
corporations at a fixed rate of 50 per cent on the net
profits derived from its operations during a business pe-
riod and deternrined as set forth in item 7 of this Arti-
cle, whatever the rate in force from time to time for
other corporations may be. From the amount of income
tax for a business period computed in accordance with
this Article there shall be subtracted the amount of the
royalties paid during the business period. either in ¢ash
or in kind pursuant to Article 9 of this Agreement and,
from the time the Corporation has net income from the
concession, the amounts of Stremmatikos payment pur-
suant to Article 8 of this Agreement in order to arrive
at the net amount of income tax to be paid by the Cor-
{)oration in respect of the business period. It is agreed

hat the royalties provided for by Article 9 of this A-
greement are to be paid on any production of hydro-
carbons whether the Corporation’s operations result in a
net profit or loss. It is further agreed that the royalty .
and tax rates set forth.in Article 9 and 10 of this Agree-
ment shall remain unchanged for the duration of this
Agreement, and that the subtraction of the royalties
from the income tax will remain unchanged during this
Agreement and the Corporation in the consideration of
such undertakings agrees and declares that during this

_Agreement or any time afterwards it shall not intend to

raise any objection or dispute as to the rate of 50 per
cent on the net profits as provided herein above, and
1t will accept in all cases the contractual effectiveness
and validity of this clause. '

2. The net amount of theincome tax determined under
item 1 above is entitled to credit under Law 1413/1950,
ratifying the Convention of February 20, 1950 between

 the United States of America and the Kingdom of Greece

for the avoidance of double taxation. Taxes which may
be paid in the United States by the Corporation during
the currency of the above mentioned Convention bet-
ween the United States of America and the Kingdom
of Greece or after its termination, shall not affect the
tax on the Corporation’s net profits payable to the
Greek State in accordance with item 1 above.

3. Excepting the mining surface fee (Stremmatikos)
provided for in Article 8 of this Agreement, the royalties
provided for in Article 9 of this Agreement and the tax
on its net profits provided for in item 1 of this Article,
the Corporation, its property, operations and rights,
its income from operations under this Agreement, .as
well as any machinery, spare parts, accessories, tools,
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and materials of any kind imported from abroad for the
carrying out of the Corporation’s operations under this
Agreement (with the exception of fuel of any kind) as
well as the hydrocarbons produced by the Corporation
under this Agreement (with the exception of refined pre-
ducts of any kind), shall be exempted from all taxes,
whether direct or indirect or of whatsoever kind or na-
ture, duties, fees, withholdings, fiscal stamps or contri-
butions, or any other special assessments, whether le-
vied regularly or which might be levied occasionally for
special purposes, in favor of the Greek State, or any
Greek authority or legal entity, and, in general, of any
third party, except of contributions clearly for services
or rights' (retributory contributions) to social security
funds of-any kind. -

This Agreement, as well as any other agreement or
contract pursuant thereto which might be signed for
the acquisition of the exploration and development ri-
ghts on hydrocarbons within the areas described in Ar-
ticle 1-of this Agreement or related to purposes of this
Agreement are exempt from taxes, duties, stamp du-
ties, contributions, fees and withholdings in favor of the
Greek State, or any Greek authority or legal entity, and,
in general, of any third party. :

The provisions of any laws of the Greek State regar-
ding the minimum' fees that shall be paid to lawyers
shall not be applicable to lawyers who perform services
in connection with this Agreement.

Fees of notaries, in force from time to time for the
preparation of any agreement related to the purposes
of this Agreement and the fees (from time to time in
force) of salaried or nonsalaried recorders for possible
recording of such-agreements and of the present Agree-
ment may not in each case exceed 10,000 Drachmae. -

-4, Foreign shareholders or partners of the Corpo-
ration, provided they are domiciled or reside abroad,
are exempted as regards their income from the Corpo-
ration, from all taxes, regular or extraordinary or levied
for special purposes, duties, withholdings, contributions
or other exactions in favor of the Greek State, or any
Greek authority or legal entity, or any third party, by
reason of their capacity as shareholders or partners of
the Corporation.

5.- All costs, expenses and charges incurred by the
Corporation whether inside or outside Greece in con-
nection with its organization and operations under this
Agreement prior to the business period during which
for the first time it derives gross receipts from the sales of
hydrocarbons derived from its operations under this
Agreement shall be totalled and amortized by it over a
period not greater than ten business periods beginning
with the first business period during which it derives
gross receipts as above described. |

6. Should the Corporation show a net loss from its
operations during a business period after it has obtained
its first development concession, this loss shall be carried
forward by the Corporation and consolidated with the
financial results from its operations whether profit or
loss of the following business period or periods. Such result,
if it shows a loss, shall again be carried forward by the
Corporation and consolidated with the financial results
of the next business period or periods. This conso-
lidation shall be repeated until a net profit is shown or
the present Agreement is terminated. The Corporation
shall not have any claims against the Greek State for
losses sustained as a result of its operations under this
Agreement. : '

s The term «net profits» of the Corporation as used
In this Article shall mean in respect of each business

period the profits shown after deducting from the gross
receipts of the Corporation derived from its operations
under this Agreement all costs, expenses-and charges
incurred by 1t in its operations under this Agreement
whether incurred inside or outside Greecce. The costs,
expenses and charges referred to in the preceding sen-
tence and in item 5) of this Article shall include but not

- be limited to, those set forth in Schedule B of this Agre-

ement and shall be permitted as deductions irrespective

- of restrictions in force or to be imposed relativé to

the deduction thereof. The expenses outside of Greece,
after the commencement of commercial production,
as set forth in a) and b) hereinbelow, are not to exceed
10 per cent of the total yearly expenditures of the Cor-
poration inside of Greece : .

a) Expenditures included in item 1 b} of Schedule B
which are incurred outside of Greece.

b) Expenditures for services under item 1 a) of
Schedule B and sales expenses under item 1 d) of Sche-
dule B which are performed for the Corporation outside
of Greece by other companies which are controlled di-
rectly or indirectly by Ada Oil Exploration Corporation
or any of its affiliated companies.

The above costs, expenses and charges shall not in-
clude, however, the royalties provided for in Article
9 of this Agreement. Gross receipts shall include the
actual receipts from sale of produced hydrocarbons.
The price for crude oil sold for export shali be that
actually eharged FOB sea terminal. Gross receipts for
domestic sales of crude oil shall be the actual receipts.
The determination of the gross receipts and the costs,
expenses and charges shall be in accordance with ac-
counting practices and principles as generally accep'ed
in the international petroleum industry.

In case royalties are paid in kind during the busi-
ness period pursuant to Article 9 of this Agreement, the
value of said royalties as determined pursuant to said
Article 9 shall be added to the gross receipts of the Cor-
poration in computing «net profits» under this Article.
Schedule B is attached to this Agreement showing the
items of cost, expenses, charges and other expenditures
of the Corporation under this item.

8. a) The Corporation shall close its balance sheet
within two months from the end of each business period
which period will be of one calendar year’s duration.

b) The auditing of the books of the Corporation
will be made in accordance with Greek laws.

¢) The Corporation must pay the total tax amount
assessed on the basis of its declaration within three
months from the submission of such declaration.

d) The provisions in' force from time to time regar-
ding the assessment of tax against the tax on income of
the current business period have no application in
this case, the obligations deriving from Article 9 of
the present Agreement for the monthly or semi-annual

- payments of amounts foreseen by the above provisions

remaining, however, in force, and the Corporation
being only obliged to pay each year the income tax on
the profits of the preceding business period.

e) The provisions of legisiation from time to time in
force regarding additional taxes for inexact declara-
tions have no application in this instance, provided
the differences arisen as regards the tax due do not re-
sult from alternations of the business period’s results
due to the fault of the Corporation, but are due to a
mistake or to a different interpretation by the Corpo-
ration of the provisions applicable in this instance.

f) The remaining provisions of legislation in force
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from time to time regarding tax on the income of le-
gal entities, regulating the procedures for submission
of tax declarations of income, for the notification of
the invitation for administrative settlement of the dis-
pute, for the notification of the audit sheets, for the
opposition against such audit sheets as well as for ap-
peals against the relative decisions and the assessment
of tax are applicable in this instance.

g) It is understood that the provisions of Article

21 of the present Agreement do not apply to any trans- .

gression of obligations of the Corporation under this
Article. " .
Article 11.-

-Import and Export of Machinery, quxipmeﬁt and
Materials

1. The Corporation shall have the right to import
from abroad and to use for its operations under this
Agreement all machinery and equipment, including
any spare parts thereof, and any materials of whate-
ver nature, which in the judgment of the Corporation
are necessary ‘and best suited for the carrying out of
its operations. The present Agreement is in lieu of any
necessary licence required in each instance for the im-
portation into Greece of such machinery, equipment,
spare parts and other materials,

2. The machinery, equipment, spare parts and ma-
terials of any kind whatsoever mentioned under 4
above, except fuels and lubricants, but including ve-
hicles, marine vessels and platforms, whether seli-
moving or not, upon which machinery, instruments,
cranes or any other kind of accessories necessary for
the operations of the Corporation are fixed, as well
as the relative tractors, and finally, jeeps or equiva-
lent vehicles of whatever kind not exceeding six at the
beginning of operations and then one for each calen-
lar year, shall be exempt from import and customs
luties and all other taxes, charges, fees and stamp duties.

3. The Corporation shall be free to export at any
time all the machinery, equipment and materials, in-
sluding spare parts, and any kind of marine vessels
and platforms or vehicles imported by it into Greece
n accordance with items 1 and 2 of this Article,
»xcept as otherwise provided in Article 22 of this A-
greement and such exports shall not be subject to
any specinl authorization or license in each instance
nor to the payment of any export and customs duties
or any other taxes, charges, fees and stamp duties.

4. Should the Corporation sell or otherwise dispose
of the objects imported by it under the terms of this
Article, without reexporting them from Greece, it shall
be responsible for paying such customs duties and other
taxes, charges, fees and stamp duties in accordance

with the legislation then in force, which may be appli- -

>able in this case. However, this responsibility shall
not apply if the sale is made to the Greek State or to
another company or contractor entitled to the same
:xemptions as the Corporation under the provisions
>f this Article.

Article 12.
Domestic Consumption and Exports

1. The Greek State and the Corporation agree that

the primary objective of this Agreement is to supply
indigenous hydrocarbons to the domestic market so
as to cover its needs and to relieve the Greek national
economy from the necessity of using foreign exchange
for the importation of hydrocarbons into Greece.

2. «Suitable crude oil» as used in this Article 12
shall mean crude oil which does not contain unusual
technical characteristics or differs substantially as re-
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gards its specific gravity or quality from the crude
oil required by the Greek State Refinery or pre-disco-
very refineries, which would substantially increase-the
operating costs of- said refinery or pre-discovery re-
fineries in order to "produce the pattern of products
required by the Greek State, thereby creating an eco- -
nomic hardship for it or them. or the addition of ma-

-~ jor installations would be required in order to process

said crude oil. : .

3. After theCorporation has -commenced the com-

mercial production as defined in Article 5, item 1-of
this Agreement of crude oil in Greece, the Corpora-
tion shall have the obligation to supply indigenous
crude oil, to the extent the Corporation has sufficient
suitable indigenous crude oil therefor, to the-Greek
State Refinery and any other refinery existing and ope-
rating in Greece at the time of the Corporation’s ini- -
tial commercial discovery of-indigenous crude oil with
the amount of crude oil which each such refinery may
require, from time to time, for the manufacture of
petroleum products which each such refinery has the
right or obligation to supply for domestic consum-
ption. o R ;
. The supply of crude oil to such refineries shall be
scheduled sufficiently in advance,to permit production,
delivery and refinery operations to be in & normal and
efficient manner. The obligation to supply and to ac-
cept such crude oil shall be subject to normal force
majeure provisions. :

4.a) The Corporation shall have the right at any
time to export any production that is in excess of the
amounts which the Corporation has the obligation to
supply under item 3 of this Article {reely in any man-
ner and by any means and under any conditions de-
termined by it without any special licence but under
normal commercial practice in each instance and without
paying any export duties or other taxes, duties and
charges, and to retain the proceeds of such exports
abroad as stated in detail in Article 13. In exercizing
this right the Corporation shall endeavor to export
quantities of crude oil produced by it in excess of those
stipulated under item 3 above, provided that suitable
markets for such quantities are available to the Cor-
poration. The Corporation will notify the Greek State
in writing when such markets are not available to it,
at which time the Greek State may arrange to pur-
chase or to be purchased the excess crude at posted
price provided mutually satisfactory terms and con-
ditions including ‘duration of such purchase arrange-
ments are agreed upon by the Corporation and the
Greek State, however, within the limitations of Ar-
ticle 6, item 3.

b) In the event the Corporation exports indigenous
crude oil during a calendar quarter at prices which
are lower than the prices paid by the Greek State Re-
finery and the other domestic refineries pursuant to
item 9 b) of this Article, the Corporation shall make

* avamable to the Greek State during the same calendar

quarter an equal quantity of indigenous crude oil at
the average of the net prices realized on such sales
during such quarter by the Corporation, provided
(1) that the Greek State makes such crude available
to one or more of the domestic refineries for manufa-
cture into petroleurn products to be sold in the dome-
stic market, and (2) that the quantity of crude oil
furnished to the Greek State hereunder shall be in
partial fulfillment- of, and not in addition to, the
Corporation’s crude oil supply obligations set_forth
In item 3 of this Article. The Greek State may make
such indigenous crude oil available to one or more of
the domestic refineries upon terms and conditions of
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" its choosing. To the extent that the Greek State tran-

sfers its rights to such crude oil to one or more dome-
stic refineries, the respective obligations of the Corpo-
‘ration and the-refineries to supply and purchase indi-
genous crude oil shall be reduced in each case by the
amount of crude oil so transferred to each refinery by
the Greek State.

5. In order that the Corporation may comply with
its obligations, as set forth in item 3 of this Article,
to supply indigénous crude oil to the Greek State Re-
finery and other domestic refineries existing at the
time of initial commercial discovery, the Greek State
obligates itself to ensure that the crude oil produced
by the Corporation in Greece, provided such crude is
suitable, within the meaning of this Article 12, item 2,
will be given priority of purchase by all such refineries
over crude .oil imported from abroad. With respect
to the imported crude oil which the Corporation’s
indigenous crude oil will displace, the Corporation
or its affiliates through any contracts which may pro-
vide it or them with the right to import crude oil, will
thereafter continue to be entitled to supply the Greek
State Refinery and other domestic refineries with
imported crude oil in an amount equal to atleast the
same percentage of total quantities of crude oilimported
into Greece as it did at the time of the initial commer-
cial discovery.  The Corporation shall have no obli-
gation.to produce and supply indigenous crude oil in
compliance with item 3 of this Article in excess of
the quantities which will be purchased thereunder.

6. In order to fulfill at the earliest possible time the
primary objective of this Agreement, as stated in
item 1 of this Article, the Greek State further agrees :

a) That from and after the effective date of this
Agreement and at all times during the validity of any
presently existifig contracts for the supply of crude
oil to the Greek State and any extensions or substitu-
tions thereof, every possible effort shall be made wi-
thin the limitations of said contract or contracts to
ensure the priority of purchase at the earliest pos-
sible time by the Greek State Refinery of any suitable
indigenous crude oil produced by the Corporation up
to the total throughput of said refinery.

b) That from and after the effective date of this
Agreement the Greek State shall exercise every ef-
fort to ensure, insofar as existing contractural obli-
gations shall permit, that all new contractural obli-
gations for the supply of crude oil or products and all
extensions, renewals, or substitutions of either pre-
sently existing or future crude oil or product supply
contracts shall contain every reasonable and lawful
provision which is within the power of the Greek State
to permit the utilization of the amounts of indigenous
crude oil as defined in item 3 of this Article in Greek
refineries at the earliest possible time after commer-
01‘a1 crude oil production begins. However, the pro-
visions of item 6 (b) will not apply to product supply
contracts that are for periods of one year or less which
are signed prior to the commencement of production
of crude oil in commercial quantities.

¢) If, despite exercizing its best efforts, the Greek
State is prevented from achieving the objective foreseen
In item 5 and item 6 paragraphs a)and b) of this
Article, the Greek State shall nevertheless be obli-
gated to ensure that the Greek State Refinery and
the other domestic refineries purchase an amount of
Suitable indigenous crude oil produced by the Corpo-
ration equal to at least thirty per cent of the through-
Put of the Greek State Refinery. :

. d) Notwithstanding what is stated above in this
ltem 6, the Corporation shall not possess any right

either legal or by anyway arising out of the terms
of this Agreement to interfere, oppose, or ask the Greek
State to modify or change in any manner the terms
of the Agreement regarding the supply of crude oil
or products or the establishment of refineries in Greece
which the Greek State has concluded up to the date
of this Agreement or will probably conclude in the
future prior to the date when the Corporation noti-
fies the Greek State that it has discovered suitable
crude oil in commercial quantities or subsequent
to such date so long as the Greek State provides for
utilization in Greek refineries of the amounts of such
crude oil produced and delivered to the Greek State
up to maximum of the obligations defined in this
item 6.

7. Should there be any other producers of suitable
crude oil in Greece at any time during the validity
of this Agreement, then the obligation of the Corpo-
ration to supply and the obligation of the Greek State
regarding priority purchase of suitable crude oil pro-
duced by the Corporation in Greece shall be limited
to the percentage participation of the Corporation’s
production in relation to the total production by all
producers of suitable crude oil in Greece.

8. If the Greek State notifies the Corporation with
supporting data that the indigenous crude oil produced
by the Corporation is unsuitable for use in the Greek
State Refinery or the other pre-discovery refineries,
then the obligation of the Greek State to ensure that
the indigenous crude oil is given priority of purchase
by the Greek State Refinery and pre-discovery refi-
neries and the obligation of the Corporation to supply
said refineries with indigenous crude oil, would both
be contingent upon a mutually satisfactory arrangement
whereby the primary objective set out initem 1 above
would be achieved. If no such mutually satisfactory arra-
ngement can be achieved, then the respective obliga-
tions of the Greek State and the Corporation, as
stated above, shall come to an end until such time
as such crude oil or other crude oil produced in Greece
by the Corporatien becomes suitable for use in the
Greek State Refinery and other refineries, provided,
however, that the Greek State agrees that it will
cause the Greek State refinery and other refineries exi-
sting in Greece to purchase such unsuitable oil to the
extent that it can be utilized in the refineries, provided
that in this case the operation of said refineries does
not result in any hardship for them. In addition, the
Greek State agrees to extend its fullest cooperation
in promoting the use of such unsuitable crude oil as
a fuel substitute in industries in Greece.

9. a) Before the Corporation becomes an exporter
of crude oil, the price at which the Greek State Refinery
and any other refineries existing in Greece shall be
obligated to purchase crude oil produced by the Cor-
poration in Greece, shall be set at the field storage
tanks of the Corporation, and said price shall be the
arithmetic average, over the applicable calendar month,
of the posted price or prices, as defined in Platt’s
Oilgram or other similar publications of crude oil at
Sidon and Tripoli, Lebanon; Banias, Syria; and
Libya, after making the usual corrections for specific
gravity and quality and geographical location.

b) At the time the Corporation becomes an ex-
porter of crude oil and the Corporation establishes
in Greece a posted price at its field storage tanks, the
price at which the Greek State Refinery and other
refineries existing in Greece are obligated to purchase
crude oil shall be said posted price. Such posted price
shall take into account general market conditions
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prevailing in the Mediterranean area . étf'_’that' time
after considering the quality characteristics and loca-
tion of crude oil being exported. ;

10. Payments by the Greek State to the Corpora-

tion for amounts due for hydrocarbons supplied shall
be made within sixty daysfrom the date of presentation
by the Corporation of a bill therefor. If payment is
not received by the Corporation within sixty days
after the Greek State’s receipt of the bill therefor,
the Corporation may without prejudice to any rights
it may have by law offset such amounts receivable
against amounts which the Corporation would other-
wise be required to pay the Greek State. oo

14. Should the Corporation own and operate in
Greece any trunk pipelines for the transportation
of crude oil and/or any gas lines the Greek State may
request the Corporation to transport the-grude oil
and/or natural gas bought by it from the Corporation
by means of these trunk crude oil and/or gas lines either

‘When the Corporation’s ﬁrachmamvenues‘ exceed its

cash operating requirements -in Greek currency, the
Corporation shall be permitted to-remit abroad such

" Drachmae surplus funds derived from the local sale

to their terminal or to any other point located on their
route. The transportation shall be carried out'by»-theﬁ

Corporation at cost plus 10 per cent.

The present item 11 shall not be interpreted as an

obligation of the Corporation to build any crude oil
or gas pipelines or any transportation facilities in
addition to those which it shall at any moment own
and/or operate, nor to erect any additional installations

with respect to such pipelines or other transportation

facilities, unless a mutually satisfactory agreement
is arrived at between the Greek State and the Corpo-
ration to this effect in the future.

12. In order to determine the Drachma price of

crude oil in accordance with the provisions of this

Article, the applicable word market prices and tran-
sportation charges, if denominated in foreign currency,
shall be converted to Drachma equivalent at any
monthly average of the daily rates of exchange, as
defined in item 8 of Article 13 at which the Corpora-
tion is entitled to purchase foreign currency with
Drachmae during the respective calendar month.

Article 13.
Foreign Exchange

1. As long as the Corporation does not derive any
revenuéds from the sale of hydrocarbons under Article
12, operations under this Agreement shall be financed
by the Corporation exclusively out of its foreign cur-
rency funds in the following manner: ‘

a) by converting to Greek currency, through the
banks and agents officially authorized to deal in Greek
currency and foreign exchange, U.S. dollars or foreign
currency freely convertible to U.S. dollars, in such
amounts as will be sufficient to cover the Corpora-
tion’s cash operating expenses in Greek currency,
including any payments to the Greek State and third
parties.

b) by directly purchasing and/or hiring abroad,
with its foreign currency funds, and importing to
andfor using in Greece freely and without any res-
trictions, such machinery, equipment, materials and
services, of any nature whatsoever, as will be required
by the Corporation for its operation under this Agre-
ement. '

2. Once production commences, the Corporation shall
be entitled to meet its cash operating expenses in Greece,
including payments to the Greek State in the form of
Stremmatikos, royalties and taxes, out of the Drachmae
revenues obtained by the Corporation from the sales on
the domestic market under the terms of Article 12.

~

of hydrocarbons. Such remittances shall be made by the
conversion of Greek currency into U.S. dollars and/
or, after agreement with the Bank of Greece, into some
other currency convertible into U.S. dollars. However,
the Corporation shall also and altérnatively be permitted
to retain such Drachmae surplus funds in Greece and
to invest such funds in interest-bearing deposits or
securities or any -other form of investment not barred
to foreigners by the-general laws of Greece. The provi-
sions of the Greek legislation from time to time in force
regarding the blocking of claims of éyersens permanently
residing abroad and executable in Greece, and the bloc-
king of shares, bonds and ‘other assets, . are not appli-
cable in these cases. Investments on the stock of com-
panies shall be subject to the approval of the Greek State,
which approval, however, shall not be withheld except
for reasons of undue finaneial risk involved in said
investments. ) o

3. a) The Corporation shall also .ha;'e t;lie’-,right to re-

- tain abroad, and freely to dispose of, all currency pro-

ceeds that are surplus to the Corporation's cash opera-
ting requirements in- Greek currency, including but not
limited to the proceeds from the issuance of stock, any
form of loans and other advances, foreing currency reve-
nues obtained from export sales of hydrocarbons under
the terms of Article 12 or from other sources, as well
as Drachmae surplus funds remitted from Greece under
the provisions of this Article.

-b) Conversely, should Drachmae revenues from the
local sale of hydrocarbons be insufficient to over the
Corporation’s cash operating requirements in Greek
currency, then the Corporation shall exchange for Greek
currency, through banks or agents officially authorized
to deal in Greek currency and foreign exchange, U.S.
dollars or foreign currency freely convertible into U.S.
dollars in amounts sufficient to meet its cash operating
requirements in Greek_currency.

¢) Notwithstanding the provision in the preceding
sub-item b) of this item 3, the Greek State will permit
the Corporation to make remittance to Greece in curren-
cies not freely convertible to U.S. dollars provided : -

1. Said currencies have been g;Bj;ained through the
sale of hydrocarbons exported from Greece.

2. The Corporation is unable to maintain or.increase
its volume of export sales, if it insists on payment in
U.S. dollars or other currencies freely convertible into
U.S. dollars. '

3. The Greek State in its own judgment considers
the use of said currencies economically feasible under
its then existing international trade and payment arran-
gements. -

4. It is also agreed that the retention of ‘currency
proceeds abroad under provisions of this Article shall
enable the Corporation to cover fully al] its forefgn cur-
rency expenses under this Agreement including the pur-
chase and or hiring of such machinery equipment ma-
terials and services, of any nature whatsoever, as will
be required by the Corporation for its operations under
this Agreement.

5. For the purposes of this Agreement, Drachmae
revenues surplus to the Corporation’s cash .operating
requirements in Greek currency and Drachmae surplus
funds shall mean all Drachmae funds not needed to cover
the Corporation’s cash obligations due and payable within
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-the ensuing 30d§$tipeﬁod in Greek currency of local ope-
rating expenses; stremmatikos, tax and royalty payments
and other lgeal currency. cbligations. T

" 6. The Bank of Greece, through banks or agents
officially authorized to deal in Greek currency and fore-
ign exchange, shall make available the amount of U.S.
dollars or other currencies convertible into U.S. dol-
lars required by the Corporation to remit Drachmae
surplus funds from Greece. Such foreign exchange
will be made available promptly and without any delay
whenever-the funds are applied for, upon the attesta-
tion by the Corporation that the proposed conversion
represents a remittance of funds surplus to the Corpo-
ration’s cash operating requirements for the ensuing
30 day- period in Greek currency. However, the Corpo-
ration shall undertake to furnish the Bank or its autho-
rized agents with such weekly and monthly statements
as may be required by the Bank of Greece or its anents
to confirm that the remittances of funds effected by
the Corporation .in. the period under revew represent
remittances of Drahmae surplus funds under the terms
of this Agreement. :

7. In case the Corporation liquidates in Greece any of
its movable or immovable assets, either imported from
abroar or acquired in Greece, the Bank of Greece, throu-
gh banks or agents efficially authorized to deal in Greek
eurrency and- foreign exchange, will make available
promptly and without delay to the Corporation an
amount in U.S. dollars corresponding to the amount
in Drachmae obtained by means of such liquidation.

8. a) For the purpose of carry'ng out its operations
under this Agreement the Corporation shall be permi-
tted to by and sell foreign currency through any bank
or agent officially authorized to deal in Greek currency
and foreign exchange and at a rate of exchange not less
favorable to the Corporation than the effective rate

generally available to other firms on the day of the tran- -

saction. In determining such rate of cachage acaout
shall be taken of all such exchange premiums, surchar-
ges, discon nts, exchange taxes and brokerage fees of any

kind whatspever, as the Greek State might authorize

or impose and which effectively are a part of the cost
io firms, as the case may be, of buying or of selling fore-
ign currency, . :

b) Provided further : in the event the Greek State
should ever adopt a system of multiple rates of exchange
or of multiple export premiums and import surcharges,
then the rate of exchange at which the Corporation
shall be permitted to buy and sell foreign currency also
not be less favorable than the weighted average of the
effective rates of exchange lawfully realiéed by other
enierprises on-the exports of minrals from Greece.
Such applicable weighted average shall be calculated
without any delay and, if necessary on a provisional

as1s, and its value shall be kept as current as possible,
using as weights the latest available trade statistics or,
if necessary, provisional estimates. for the export value
of each elass of minerals.

9. For the purposes of such books and accounts as
the Corporation may maintain in Greek currency, the
Jrporation shall on its books of accounts only, convert
all of it foreign currency expenses, charges and obli-
gations, as well asqits foreign currency revenues from
®Xport sales and other sources, to their Drachmae ecui-
valent at the rate of exlhange, as defined in the prece-
10g Item 8) of this Article, at which the Corporation is
tntitled to purchase Drachmae with foreign currency
gn the day on which each transaction is lawfully recor-
e on the Corporation’s books.

10. If and when the Bank of Greece should abandon 7

its policy of fixing the buying and selling rates for U.S.
dollars, the rates of exchange for U.S. as specified under

“item 12) of Article 12 and under the preceding item 9)

of this Article, shall be certified by a recognized Greek
or foreign bank approved by the Greek State and the
Corporation. The applicable rates to be certified by that
bank shall be the buying and selling rates for U.S.
dollars, as defined in item 8 of this Article, which are
lawfully available in either Athens or New York on the
close of business of the day for which such certification
is required. Cerfication of rates of exchange for other fo-
reign currencies shall be arranged, at the request of
either party to this Agreement, through such Greek or
foreign banks as are mutually acceptable to the Greek
State and the Corporation.

~ Article 14.
Other Obligations of the Corporation

1. The Corporation shall be obligated to keep accura-
te records of all its exploration, drilling, producing,
transportation and sales operations.

2. The Corporation shall submit to the Ministry of
Industry quarterly and annual statements covering
its exploration and development operations in adequate
detail in duplicate. _

Supporting material, such as drilling cores, -fossils,
samples of the formations, samples of crude oil and water
etc., shall be kept by the Corporation in its own pre-
mises, it being understood that authorized representa-
tives of the Greek State shall have the right to inspect
this supporting material. Should the Greek State desire
to obtain such supporting material for its own use, the
Corporation shall comply with such request, but only
to the extent that this compliance does not create an
additional unusual expense for the Corporation and
does not delay or hinder its operations in any manner
whatsoever. ' :

3. In the interest of a regional and nation-wide cor-
relation by the Scientific Service of the Greek State of
data and information obtained by the various holders of
exploration areas and concessions throughout Greece, the
+Corporation shall submit in duplicate to the Greek State
all scientific data collected during its operations including
data and interpretations from the Corporation and
contractors, provided, however, all proprietary in-
formation of the Corporation and Ada Oil Company
and its subsidiaries and affiliates, and any conclusions
and interpretations arrived at by employees of these cor-
porations through the study of the factual data shall
be communicated to the Greek State solely at the dis-
cretion of the Corporation. The werds all scientific data
18 meant to include the following :

A) For the Seismic Research : .
1.- Complete series- of seismic record section displays
for all seismic profiles measured.

2. Complete results of velocity determinations by
refraction method.

3. Complete series of all maps. prepared specifically
for maps of iso~chrones or iso—depths for each continu-
ous or phantom horizon.

4. Technical report on field methods employed.

B) For the Drilling Exploration :

1. Weekly progress bulletin covering drilling opera-
tions.

2. Stratigraphical and lithological log of the drill-
~holes. :

3. Continuous series of cuttings.
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C) For the measurements ‘within ‘the drilled aréa: ;

Schlumberger (The différent loggings).

Copies of recordings for the following measure-
ments within the drilled area : T ’
Electrical resistivity logging. .

Self-potential logging. :
. Gama Ray and neutron logging.
Speed of seismic waves (velocity logging).
Laterolog-Microlaterolog. ‘ )
. Dip strike logging. » ,

" 4. The Corporation shall advise the Ministry of In-
dustry of any location chosen by it for the drilling of
any wells, of the commencement and completion of any
drilling operations and of their interruption and of the
discovery of any hydrocarbons. This obligation is in
addition to the obligation of supplying quarterly and
annual reports mentioned under item.2 above.

SR wN e

5. Financial reports of the Corporation shall be sub-
mitted by the Corporation to the Ministry of Industry
within three months after the end of each business pe-
riod. The Ministry of Industry and other authorized
services shall have the right to inspect at reasonable
intervals and upon reasonable notice the official records
and books of the Corporation in order to ascertain the
accurancy of the entries, however in such a manner that
the operations of the Corporation are not hindered.

6. Authorized representatives of the Ministry of In-
dustry and especially of the scientific and technical ser-
vices of the Greek State shall have the right to visit and
observe the scientific activities and technical opera-
tions of the Corporation in order to be kept informed
and to know the detail on the progress of same. These
visits shall be carried out in such a manner that the cur-
rent operations of the Corporation are not hindered.

7. With the exception of generalized figures on the
meterage drilled, the number of wells and the total pro-
duction of hydrocarbons per field, all data, informa-
tion, reports and material submitted by the Corpora-
tion to the Greek State shall be treated by it as confi-
dential, unless the Corporation advises the Greek State
in writing with respect to any specific information that
it relieves the Greek State from its obligation.

8. As an exception to the above rule, the Greek State
shall have the right to communicate to third parties for
purposes of scientific publications or other purposes,
the scientific or technical data and information sup-
plied to it by the Corporation three years after the ter-
mination of the Corporation’s rights with respect to
any specific exploration area or concession to which
this information applies or immediately upon termina-
tion of this Agreement. The Corporation shall not un-
reasonably withhold its consent concerning requests of
the Greek State to publish or communicate to third par-
ties for publication or otherwise, earlier than stipulated
in the preceding sentence, specific parts of the informa-
tion supplied to it by the Corporation if, in the Corpo-
ration’s opinion, this may be done without harming its
interests.

Article 15,

Occupation of Land, Right of Way, Right to Use
Water and Building Materials

1. The Corporation shall have the right to occupy

and use without any indemnity, and after approval
by the Greek State, land as well as underground and
surface water, and quarries if they are not leased,
which are necessary for the carrying out of the ope-
ration under this Agreement as long as they belong to

“the Greek State. Tn case the necessary lands:belong to

private: persons or other legal entities, their oceupancy
will be elgfected on the basis of existing legislation. .

2. Under reservation of the above, .expropriations
of property belonging to third parties, necessary to
carry out exploration and exploitation, including- also

, land having underground or surface water or springs,
-will be carried out in favor of the State at the expense

and care of the Corporation.

The provisions of the Mining Code relating to the
protection of property and to expropriations for the
need of the exploitation of mines, as well as the remai-
ning provisions of laws relating to mines and the other
applicable general or special laws, are -also applicable
in the present case by analogy, as long as they do not
conflict with the provisions of the present Agreement
and those of Law 3948/1959 re : Hydrocarbons.

3. The Greek State, municipalities and communities
as well as owners or possessors of rural or yrban immo-
vable properties are obliged to grant the right of way for
underground pipelines, for the transportation of hydro-
carbons, or in case such underground installation ds
not possible or opportune, for the installation of such
pipelines on the surface. Furthermore, the above men-
tioned are obliged to accept any necessary work for
the construction, use, maintenance, or repair of the
above pipelines. In case, through the exercise of the
above rights by the Corporation, the property or rights
of municipalities, communities, private persons, phy-
sical or legal entities, with the exception of the property
or rights of the Greek State, are impaired an indemnity
will be paid by the Corporation to them, which is to be
determined in accordance with the provisions from time
to time in force for the compulsory expropriation for the
exploitation of mines. By means of compulsory expro-
priation it shall be possible to create servitudes in fa-
vor of the Greek State in accordance with existing pro-
visions, but for the use of the Corporation, the indemnity
having to be paid by.the Corporation.

The Corporation has furthermore the right to use,

" in compliance with the relative provisions of Article

12 of Law 1540/1938, of Law 2344/1940 regarding sea
and shores and of any other applicable laws, locations
in port zones, on shores and in bays necessary for the
unhindered loading-and unloading “of materials and
hydrocarbons and their storing as well as to create instal-
lations necessary for such purposes on piers, quays and
bays as well as in the sea after obtaining the appro-
val of the General Staff of the Navy, which shall not
be unreasonably withheld.

4. Any delay in the operations of the Corporation and
in the fulfillment of its obligations under this Agree-
ment which is due to the lack of any action or permit
of any public authority or third party indispensable for
the operations and which cannot be remedied through
due diligence or appropriate action by the Corpora-
tion, will be considered as «force majeure» entailing
also the consequences of «force majeuren.

. Article 16.

Use of Contractors

1. For the carrying out of the Corporation’s operations
under this Agreement, including the carrying out of
geophysical surveys and all drillings, the Corporation
shall have the right to engage the services of Contra-
ctors and Sub-eontractors.

2. The full text of all contracts concluded with the
Contractors and Sub-contractors, ~ as per item 1 shall
be communicated by the Corporation to the Greek State.
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3. The provisions of Articles 11 and 17 of the present
Agreement shall apply to the Corporation and to the
above mentioned Contractors and Sub-contractors and
their foreign personnel. The provisions of Article 13 of
the present Agreement will apply only to the Corpo-
ration and to foreign Contractors and Sub-contractors.

4) The fees paid to-the Contractors and Sub-contra-
ctors by the Corporation during any business period
shall qualify as investments of the Corporation in the
meaning of Article 3 of this Agreement.

5. The work carried out by the Contractors and Sub-
contractors of the Corporation shall qualify as work
carried out by the Corporation in the meaning of Ar-
ticles 4 and 6 of this Agreement. Notwithstanding
the above, in this case too, the Corporation shall be
subject to all responsibilities arising under this Agre-
ement.

~ Article 17.
“Employment of Greek and foreign personnel

1. The Corporation shall have the right to employ
for its operations in Greece such managerial, technical
and specialized administrative personnel, whether
Greek or foreign nationals, as it deems necessary for the
conduct of its operations.

2. Upon application by the Corporation the State is
obligated to approve permits for entry into Greece and
permits for staying, working and travelling in Greece
for the Corporation’s foreign personnel mentioned under
item 1 above, except if there are serious reasons to the
contrary affecting public security. Such non-approval
of these permits in accordance with the foregoing shall
be made known in due time to the Management of the
Corporation in Greece.

3. The foreign employees of the Corporation shall be
subject to the payment of Greek Income Tax after they
have resided continuously for six months in Greece, only
on the salary which shall be paid to them by the Corpo-
ration for services rendered in Greece. The salary to be
taxed, whether paid in Greece in Drachmae or abroad
in foreign currency, shall be that shown as an expense in
the Corporation’s books. In addition, these employees
shall be entitled to the benefits of Law 1413/1950 rati-
fying the Convention between the United States of Ame-
rica and the Kingdom of Greece for the avoidance of
double taxation. Such residence of a foreign employee
in Greece shall begin on the day he is granted the regu-
lar residence and working permits. Absences from Greece
of more than fifteen consecutive days at a time shall be
added to the six month period in establishing the date
on which a foreign employee shall be liable to the pay-
ment of Greek Income Tax. The foreign employees of
the Corporation shall pay: all other Greek taxes in accor-
dance with legislation from time to time in force.

4. The Corporation shall be obligated to employ
Greek nationals in all jobs not requiring specialized te-
chnical or administrative skill. With respect to jobs re-
quiring specialized skill, it shall be the policy of the Cor-
poration to employ as many Greek nationals as may be
available from time to time and as the Corporation in
its discretion shall deem practicable for the carrying out
of its operations under this Agreement.

5; With respect to labor accidents which may occur
during the operations under this Agreement, the Corpo-
ration is liable under the provisions of the Penal and
Civil Laws of Greece, without having the right of recour-
seto arbitration in accordance with Article 26 of this
Agreement. Also the Corporation must comply with
the Regulations of Mining Operations in force in Greece

uring drilling operations.

6. The Corporation shall be obligated beginning
with the year following the year of the first discovery
of hydrocarbons, as per Article 5, items 1 and 2,
to accept for training each year two candidates selected
one by the geological and the other by the technical.
services of the Greek State, it being understood that :

a) all expenses of the trainees will be paid for by
the Greek State ;

b) the training program shall be concentrated on
practical work, the details of which shall be established
each time by the Corporation on the basis of general
indications by the Greek State with the scope of giving
the trainee the possibility to gain practical experience
in the various phases of exploration for and- develop-
ment of hydrocarbons ;

* ¢) the training period for each trainee shall normally
be six months, but, unless another mutually satisfa-
ctory agreement is reached between the Greek State
and the Corporation, it shall in no case be more than

.twelve months ;

d) the person of the canditate for the position of
trainee selected by the Greek State shall be subject
to the approval of the Corporation, which may refuse
such approval if in the Corporation’s opinion this
candidate is unsuitable for the carrying out of his
assignment. The Corporation shall also have the right
to request the Greek State to recall a trainee already
approved by the Corporation, for the same reason, as
above. However in both the above mentioned cases
the Greek State shall have the right to immediately
nominate a substitute.

Article 18.

Books of the Corporation

Books of account of the Corporation in Greeee shall
be kept by the Corporation in the Greek language and
if the Corporation so desires also in the English lan-
guage, and in accordance with the generally accepted
principles and rules of accounting practice and in ac-
cordance with the Code of Greek Taxes.

The Corporation is permitted to show its expendi-
tures and its investments in U.S. dollars and to keep
their books of account and issue their financial state-
ments in this currency. The Corporation’s tax returns
submitted to the Greek authorities shall be denomi-
nated in Drachmae, using the rule for conversion of
foreign currency amounts set forth in items 8 and 9
of Article 13.

Article 19.

Managerial and Administrative Freedom

The Corporation shall have full, unrestricted and
complete managerial and administrative freedom in
the conduct of its operations and activities during the
duration of this Agreement. The Corporation shall
have complete freedom to determine and to carry
out in its own free judgment its investment policy,
as well as its financial and operating programs, except
as specifically otherwise provided for in this Agree-
ment. The Greek State, however, at any time during
business hours and through its competent supervisory
authorities reserves the right to inspect the operation
installations, books and records of the Corporation’s
operations in Greece in order to ascertain the expenses
related thereto.

: Article 20.
Surrender

1. At any time during the validity of this Agreement
the Corporation shall have the right to surrender vo-
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luntarily to the Greek State all.or any part of any atransgiééshn' ‘a5 per sub-item ©) of item 1 of this

or all exploration areas at that time held by the Cor-
poration, provided, however, that if only a part of
an exploration area is surrendered such part shall
‘measure not less than fifty square kilometers.

2. At any time during the validity of this Agreement
the Corporation shall have the right to surrender vo-
luntarily to the Greek State any or all of the deve
lopment concessions held by it at that time. '

3. As from the date on which any voluntary surren-
der is effected under items 1 and 2 above, all the
rights and obligations of the Corporation relating to
a surrendered exploration area {or -part thereof)-or to
a surrendered development concession shall terminate,.
provided, however, the Corporation shall have fulfil-
led all the obligations relating to the surrendered ex<
ploration area (or part thereof) or to the surrendered
development concession, accrued up to the date of
the surrender and provided also the Corporation shall
have fulfilled the investment obligations relating to
the surrendered development concession as stipulated
under Article 3 of this Agreement to the end of any
of the years mentioned in said Article 3, during which
the surrender occurs.

Article 21.

Fines and Forfeiture ;
Termination of Agreement by Expiration

Fines

1. As a penalty for the transgression of any of the
terms of this Agreement and for the non - compliance
with the Corporation’s obligations under it, except
as otherwise provided for in this Agreement, the Greek
State may, thirty days after having given a written
warning to the Corporation, at any time during the
validity of this Agreement, impose fines on the Cor-
poration, which shall range from U.S. dollars 1,000
to U.S. dollars 5,000 for each transgression, provided,
however, that in case of repetition of the same trans-
gression after the Corporation has received written
warning from the Greek State, the fine for such re-
peated transgression may go up to U.S. dollars 10,000
and provided further that in the cases specified here-
below a) to f) the fine may reach up to U.S. dollars
300,000 ; these cases are limited to the following :

a) Non - compliance with the investment obliga-
tions as stipulated in Article 3.

b) Non - compliance with the working obligations
as stipulated in Article 4.

‘c) Non - compliance with the arbitration award
rendered in pursuance of the stipulations of item 4,
Article 6.

d) Failure to pay assessed royalties as stipulated in
Article 9.

e) Failure to supply the needs of the domestic market
as prescribed under Article 12,

f) Non-compliance with the prescriptions of Article
23 regarding transfers. -

2. The imposition of a fine, as per item 1, shall be
notified immediately in writing to the Corporation and
the fine shall be payable by the Corporation within
thirty days from such notification provided, however,
that the Corporation has not initiated procedures for
remedying the transgression or non-compliance before
the expiration of said period of thirty days and has not
continued same without delays and interruptions in
order to eliminate the transgression or the non-compli-
ance, or did not have recourse to arbitration under -
Article 26 within the said period except in the case of

Article. Any-such recourse to arbitration.shall suspend
the effectiveness of the fine for the duration of the ar-
bitration proceedings. Should the award of the Arbitra-
tion- Court be against the Corporation; the Corporation
shall have thirty days after notification of the final
award within which t6 comply-therewith, and com-
pliance by the Corporation ‘within this period shall
render the imposition of this fine'null and void.

Forfeiture

.3. The Greek State shall have the right, thirty days
after having given a written warning to the Corpora-
tion, to declare the Corporation forfeited from  its
rights under this Agreement in the following cases :

a) Non-compliance with the investment obligations
as stipulated in Article 3. v o

b) Non-compliance with any of the final awards ren-
dered by the Arbitration Court foreseen in item .2 of
Article 26. o -

¢) Non-compliance with the prescriptions of Article
23 regarding transfers. - e

d) Failure to re-instate the guarantee in the ori-
ginal amount of U.S. dollars 300,000.—(three hundred
thousand) three months after this guarantee becomes
less than U.S. dollars 300,000.- (three hundred thousand)
for any reason whatsoever due to the fault or negli-
gence -of the Corporation at any time-during the vali-
dity of this Agreement. S

4. The forfeiture, as per item 3) above, may apply

to all the rights of the Corporation under this Agree-

-ment, or only to specific exploration areas or coneces-

sions at that time held by the Corporation, depending
on the fact as to whether the non-compliance or the de-
fault of the Corporation applies to the entire Agreement
or to a specific exploration area or concession. In case
of total forfeiture the Agreement shall terminate as of
the effective date thereof.

5. The decision of the Greek Statle to declare that the
Corporation shall forfeit any or all of its rights under

- this Agreement shall be notified immediately to the

Corporation, and the forfeiture shall become-effective ni-
nety days after such notification, provided, however,that
the Corporation has not initiated procedures for reme-
dying the non-compliance or the default before the expi-
ration of said period of ninety days and has not conti-
nued these procedures without delays and interruptions,
or did not have recourse to arbitration under Article 26
within the said period, except in ease of non—compliance
within the time limits specified by the Arbitration
Court as per sub-item b) of item 3 of this Article 21.
Any such recourse to arbitration shall suspend the ef-
fectiveness of the forfeiture for the duration of the
arbitration proceedings. Should the award of the Abi-
tration Court be against the Corporation, the Corpo-
ration shall have thirty days affer notification of the
final award within which to comply therewith and com-
pliance by the Corporation within this period shall
render the declaration of forfeiture null and void.

_ 6. The prior concurring opinion of the Council of
Mines is required for the imposition by the Minister of
Industry of any fine on the Corporation or for the decla-
ration of any forfeiture by the Corporation of its rights
under this Agreement, and a certified copy of this
opinion shall be sent to the Corporation together with
notification mentioned in items 2 and 5 of this Article.

7. The notifications under items 2 and 5 of this
Article must be given as soon as possible and no more
than.two months from the date on which the trans-
gression or non-compliance becomes known to the

Greek -State.
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- Expiration

8. Termination of this Agreement by expiration
- shall take place when-the periods of validity of all
exploration rights and development concessions at any
time held by the Corporation under this Agreement
and all extensions of such periods of validity have ex-
pired. £ ‘

9. In case of termination of this Agreement either
by expiration (item 8 above) or by forfeiture (items
3, 4 and 5 above) or by surrender (Article 20) the
Greek State shall not be entitled to any claim for da-
mages or any other indemnity by reason of such ter-

mination (it being understood, however, that except

in the case of total forfeiture, all obligations of the
Corporation acerued up to the date of such termina-
tion shall have to be complied with by the Corpora-
tion, including the applicable obligations mentioned
under iteri 3-of Article 20).

L . Article 22.
.Disposal of Corporation’s Property
1. At the termination of the rights of the Corpora-
tion on any exploration area, or part thereof, or on
any development concession, for any of the reasons
mentioned in Article 20- and Article 21 of this Agree-
ment, all the wells drilled by the Corporation on the
exploration area, or part thereof, or on the develop-
ment- concession, with respect to which the Corpora-
tion’s rights have terminated, whether productive of

hydrocarbons _or not, with the wellheads and the ca- -

sing existing in these wells, shall be turned over to
the Greek State by the Corporation free of charge.

All the non-productive wells must be properly plug-
ged by and at the expense of the Corporation and any
potable water-bearing horizons must be properly shut
off in the same manner. The producing wells shall be
handed over to the Greek State in full working order,
it being understood, however, that - the Corporation
shall have the right to remove all producing, gathering,
storage and- preliminary treatment installations and
equipment, to the extent that this can be done without
damaging or endangering the wells. '

2. Except as provided uxder item 1 of this Article,

the Corporation shall have the right freely to dispose
in any manner whatsoever of all its movable and im-
movable property and of any other rights of any nature
during the entire period of validity of this Agreement
and upon termination or expiration of same for any
reason whatsoever, whether this movable or immovable
property or other right is located within or outside
the exploration areas and/or development concessions
of the Corporation. v

3. However, should the Corporation desire to sell its
movable or immovable property and any other rights
of any nature located within an exploration area or
development -concession, with respect to which -the
Corporation’s rights have terminated, the Greek State
shall have the preferential right to acquire all or any
of such rights at their fair market value.

4. During the last five years of the validity of each
of the development concessions held by the Corpora-
tion under this. Agreement no sales of immovable
property belonging to the Corporation and located
Wwithin such development concession shall be permitted
without the prior written approval of the Greek State.
0 case such approval is not given such immovable
Droperty shall become the property of the Greek State
free of charge upon expiration of the validity of such

evelopment concession. )
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5. If at any tithe during the validity of the present
Agreement or upon termination of same the Corpora-
tion disposes of its movable or immovable property by
sale then, if the proceeds of such sale exceed the value
of the property sold, as same is shown on the books of
the Corporation on the date of sale (depreciation having
been calculated at the rates fixed in Schedule B at-
tached hereto) the difference shall be : either added
to the gross receipts of the Corporation derived from
the sale of hydrocarbons during the business period,

“in which the sale of this property was effected, and

treated as a gross receipt for purposes of taxation under
the provisions of Article 10 of this Agreement; or
deducted from the total of costs, expenses and charges,
mentioned in item 5 of Article 10 of this Agreement,
if this sale of property is made prior to the business pe-
riod during which the Corporation derives for the first
time gross receipts from the sale of hydrocarbons.

If, on the contrary, the proceeds of such sale of pro-
perty fall short of the book value of the property sold,
then the difference shall either be allowed as a deduction
from the gross receipts of the Corporation for the busi-
ness period during which the sale took place, as speci-
fically stated in item 1 sub-item h) of Schedule B,
attached “hereto, or added to the costs, expenses and
charges mentioned under item 5 of Article 10 of
this Agreement.

6. Should the Corporation still have any kind of
assets resulting from this Agreement (whether movable
or immovable) in Greece or elsewhere, two years after
the termination of this Agreement, such assets shall be
liquidated by the Corporation and the proceeds of
such liquidation shall be divided equally between the
Greek State and the Corporation, it being understood
that the Corporation’s share of this liquidation shall
not be subject to any taxes whether direct or indirect or
of whatsoever kind or nature, duties, fees, withhol-
dings and/or contributions, or any other special as-
sessments, whether levied regularly or which might
be levied occasionally for special purposes, in favor
of the Greek State, or any Greek authority or legal
entity and, in general, of any third party.

7. All amounts in Drachmae obtained by the Corpo-
ration through the free disposal of its movable and im-
movable property and of any rights of any nature,
located in Greece, in pursuance of item 2 of this Ar-
ticle, shall be convertible into U.S. dollars at the rate
and under the conditions stipulated in Article 13.

Article 23.
Transfers

1. The Corporation shall have the right to assign in
whole or in part this Agreement and to transfer under
conditions freely agreed by it any rights granted to it
under this Agreement :

a) to another Corporation controlled by the assignor;
or

b) to another Corporation controlled by Ada Oil
Exploration Corporation or by another Corporation
controlled by Ada Oil Exploration Corporation; or

¢) to one or more limited partnerships formed under
the laws of a State in the United States designating
Ada Oil Exploration Corporation as a general partner,
the aforementioned partnership to be subject as a
legal entity to taxation exclusively in accordance with
Article 10 herein and at the rate stated therein and its
partners to enjoy all exemptions provided by Clause 4
of the same Article and not to be deemed to be esta-
blished in Greece by reason of the partnership’s acti-
vity there; or :
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d) to any other third party;-in this case; however,
only upon the written approval of the Minister of Indu-
stry, which approval, given in the Minister’s free jud-
gment shall be limited to the person, whether physical
or juridical, of the assignees.

2. The Minister of Industry may, however, disallow
the transfers foreseen under item 4, sub-items a),
b) and e¢) of this Article for reasons of national secu-
rity. ‘ -

3. In case of transfers as per item 1, sub-items a},
b) and ¢) above, the Corporation shall be held responsi-
ble towards the Greek State, jointly and severally
with the assignee, for the fulfillment of the terms and
conditions set forth in the present Agreement.

Article 24.

Applicable Laws

1. The Greek State guarantees to the Corporation
that no general or spécial law, or any administrative
measure shall terminate or in any manner amend this
Agreement, unless specially agreed to by the Corpora-
tion.

2. The Corporation and its operations and property
in Greece shall be subject to all Greek Laws and Regu-
lations from time to time in force to the extent that
they are not in conflict with the terms and provisions
of this Agreement. ’

3. Should such a conflict exist, either today or in
the future, the terms and conditions of this Agreement
shall prevail and the stipulations of the above mentio-

ned Laws and Regulations which are in conflict with

the terms and provisions of this Agreement shall have
no effect as far as the Corporation and its operations
and property in Greece are concerned.

Article 25,

Force Majeure

1. Failure by the Corporation to carry out any of its
obligations under this Agreement shall not give rise to
any claim and shall not be deemed to be a transgres-
sion of this Agreement if such failure is due to force
majeure. This expression shall include but not be limited
to acts of God, epidemies, earthquakes, fires, explosions,
floods, casual occurrences, war, revolution, civil com-
motions, insurrections, riots, strikes, acts of the public

enemy, blockades, any act of the Greek State or.any Gre- -

ek authority or of any foreign Government and any
other unforeseen act or circumstance beyond the con-
trol of the Corporation. If by reason of such force ma-
jeure the compliance of the Corporation with its obli-
gations or the enjoyment of its rights under this Agre-
ement is delayed, the period of such delay shall be ad-
ded to the periods fixed in this Agreement for such com-
pliance or such enjoyment.

2. Should the status of force majeure due to one or

more causes continue for more than one continuous’

year the Corporation shall have the right to surrender
to the Greek State in writing all its rights and obli-
gations under this Agreement and upon such written
surrender this Agreement shall terminate. Upon such
surrender the Corporation shall be relieved from all
its obligations of whatever nature under this Agree-
ment, and the Greek State as well as the Corporation
shall not have any claims against each other for the
nonfulfillment of any of the terms of this Agreement by
either party and will deliver to, each other complete
and unrestricted written release.
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Article 26. L T

< . Arbitration , '
1. Except as stated under item 2) of this Article, any
controversy arising between the Greek State and the

Corporation” with respect to this Agreement shall be
settled by arbitration in accordance with the provisions

- of Article 28 of Law 3948/1959 «re: Reconnaissance,

exploration and exploitation of liquid and gaseous
hydrocarbonsy. -
\

2. However, in the case of imposition of the pe-
nalty of forfeiture as determined in Article 21, or of
controversies concerning differences, disputes or - di-
sagreements as regards-the interpretation and imple-

- mentation of the provisions of this “Agreement which

entail the penalty of forfeiture, as well as generally
in cases covered by Articles 3, 4, 6, 12 and 13, the
arbitration is carried.out in the following manner :
The party desiring arbitration shall give the other
party written notice of its desire specifying the questions
forming the object of the difference, dispute or disa-
greement and naming the arbitrator appointed by it
and shall invite the other party to appoint a second
arbitrator.. Within twenty days from receipt of such
notice, the other party shall give the party desiring
arbitration written notice naming the arbitrator ap-

- pointed by it. If the second party fails to act within
- the above time limit, the second arbitrator is appoin-

ted by the President of the International Court of Ju-
stice at the Hague on the request of the party desi-
ring arbitration. The arbitrator so &ppointed shall
within twenty days from the communication of the
appointment of the second arbitrator, select by com-
mon agreement a third arbitrator, who will be the
Chairman of the Arbitration Court. In the event that
the arbitrators do not agree on. the selection of the
third arbitrator or fail to select him within the above
time limit the -third arbitrator shall be appointed by

._the President of the International Court of Justice at

the Hague on the request of the arbitrators or either
of them. The arbitrators shall render their award
within two months from the notification to the third
arbitrator of his appointment. The above . time limit
may be extended by common agreement of the Greek

State and the Corporation. The arbitrators are not

bound by any rules of procedure in carrying out the
arbitration. They have the right to examine witnes-
ses, carry out inspections, obtain the testimony of

- expert witnesses and take into. consideration any evi-

dence.

Should any of the arbitrators refuse to continue the
arbitration or be prevented from it, he shall be re-
placed in accordance with the procedure which has
been followed for his appointment. In this case the
time limit for the issue of the award shall be suspen-
ded during the period from the date on which the re-
fusal or the impediment became apparent, which date
will be confirmed by deed signed by-the remaining

-arbitrators, until the replacement of the arbitrator

who refuses to continue the arbitration or is prevented
from it.

does not cancel the arbitration.

_ The decision of the arbitrators is definite, final and
irrevocable and is not subject to ‘any regular or ex-
traordinary means of appeal.

Refusal of any of the arbitrators to sign the award

The expenses of the arbitration and the customary
fees of the arbitrators as determined by the award
shall be borne by the defeated party.
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. . Artiele 27. -
Use of State' Owned Property

. LL.T o the extent that the Corporation shall be using
in a continuous manner any property whether mova-
ble or immovable belonging to the State :

a) either as a result of the expropriation procedure
foreseen in Article 15 of this Agreement, or

b) on the basis of the other stipulations of the said
Article 15, or

¢) in virtue of any kind of contractual arrangements
between the Greek State and the Corporation to be
concluded during the course of the Corporation’s ope-
rations, the Corporation shall be obligated to take care
of this property as if it were its owner and safeguard
the interests of the Greek State with regard to such
property against the claims of any third parties.

Article 28.

Responsibility of "the Greek State for the Existence
of Rights on the Areas Conceded

The Greek State declares hereby that no other valid

rights or claims exist referring to the exploration and.

development of hydrocarbons within the original ex-
ploration area as defined in said Article 1. Should any
such claims be brought forward the Greek State shall
be obligated to safeguard the rights granted to the
Corporation under this Agreement and to protect the

mterest of the -Corporation against -any such claims. -

If, however, any third party would successfully assert
a right against the Corporation or if any such right
would be recognized definitely and finally by deci-

sion of a Greek Court, the Corporation shall have the . .pi"4 " oo pletely withdraw from this Agreement.

right to terminate this Agreement liberating itself from
all and any of the obligations assumed under this A-
greement’ and the Greek State shall have to reimburse

to the Corporation all the amounts spent by the Cor- -

poration under this Agreement up to the date of said
termination.

Article 29.

Guarantee

1. The Corporation is obliged to deliver to the Greek
State (Directorate of Mines of the Ministry of Indu-
stry) within fifteen days from the signature of this A-
greement a letter of guarantee of a recognized Bank
In Greece for an amount of U.S. dollars 300,000 (three
hundred thousand). This letter of guarantee shall co-
ver the good performance of the present Agreement
and all the obligations of the Corporation and all its
outstanding financial obligations towards the Greek
State for a period of five years from the effective date
of the Agreement and the Corporation, without any
notice, shall be obligated to renew at least every five
years said Guarantee during the entire period of the
validity of agreement and until it shall expire or be
terminated. Unless a new letter of guarantee for the
Same amount is furnished the Greek State by a reco-
gmzed bank in Greece at least two months prior to
expiration of the valid letter of guarantee this Agree-
ent will expire at the date of expiration of the valid
letter of guarantee. The above mentioned amount can
be cashed in whole or in part for amounts which have
become finally payable by the Corporation 1n accor-
dance with the terms of this Agreement, provided one
Month at least has lapsed from the date on which such
‘¥mounts have become payable.

In case for any reason whatsoever the original amount
gf the above guarantee becomes less than U.S. dollars
00,000 (three hundred thousand ) the Corporation shall

have to re-instate the guarantee in its original amount
at the latest within three months from the date on
which it becomes less than U.S. dollars 300,000 (three
hundred thousand) under the penalty -stipulated in
sub-item d) item 3), Article 21. Such guarantee will
remain in force under the above mentioned conditions
even in case that a transfer takes place in accordance

- with Article 23, item 1), sub-items a) and b), of this

Agreement.

2. The non-timely delivery of the initial letter of
guarantee foreseen in item 1) of this Article renders
the present Agreement null and void which will be
considered as not having been executed.

Article 30.
Exemption from Stamp Duties

~ The present Agreement, and transfers in accordance
with Article 23 of this Agreement, are exempt by vir-
tue of Article 27 of Law 3948/1959, from stamp du-
ties and contributions, fees and remaining charges of
whatever nature in favor of the Greek State and of
any third party.

Article 31.
Effective Date of Agreement

1. The present Agreement is subject to the timely
deposition of the guarantee referred to in Article 29
and its ratification by the legislative authority, after
which and following the effective date of the Law ra-
tifying it, ‘its effect and consequences commence.

2. If this Agreement is ratified with modifications the
Corporation shall not be bound by it and shall have the

However, the Corporation is obligated to declare its
non-acceptance of such modifications in writing within
thirty days from the publication of the Law ratifying
this Agreement, with modifications in the Govérnment
Gazette. In case such non-acceptance is not submitted
in time the Corporation is considered as having acce-

_ pted such modifications.

3. In case of modification by the legislative authority
of the provisions of this Agreement and in case the thirty
days time limit of the preceding item of this Article
has lapsed without action by the Corporation, the effect
of this Agreement commences after the expiration of the
above thirty day time limit.

Article 32.

Communications

1. Any communication of the Greek State to the Cor-
poration and vice versa on the basis of the present A-
greement shall only be valid if it is given against re-
ceipt or sent through registered letter against receipt
and is addressed to : )

a) for communications of the Corporat;ion to the Greek

. State to :

Ministry of Industry
General Directorate of Mines
Athens, Greece

b) for communications of the Greek State to Ada Oil
Exploration Corporation :

Socrates Vekris
Filellinon 19
Athens, Greece

who is appointed Process Agent (Anticlitos) of the Cor-
poration in Greece.

In case of revocation of the afore-mentioned agent,
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the Corporation must notify such revocation and the
full name and address of the new agent for the service
of notices, who must be a resident of Athens; until such
time notices are validly served on the above-mentioned
agent.

Article 33.

Letter of Technical and Financial Assistance

ADA OIL EXPLORATION CORPORATION decla-
res that its sole shareholder, ADA OIL' COMPANTY,
through the initiative of which it has been organized,
has taken full cognizance of the terms of the present
Agreement.

By means of a separate letter addressed to the Greek
State in acéordance with the draft of this letter prepared
by the Greek State and the Corporation and initialled
today by them, ADA OIL COMPANY in accordance
with detailed statements included in such letter, un-
dertakes the obligation, provided the present Agreement
is ratified by Law, to give for the duration of the pre-
sent Agreement ADA OIL EXPLORATION CORPO-
RATION or, in case of transfer, to the transferee men-
tioned in Article 23, item 1), sub-items a), b) and ¢)
of this Agreement all necessary technical and financial
assistance for the fulfillment of the purposes of the
present Agreement and the keeping of its obligations
deriving therefrom towards the Greek State as stated
more specifically in the above draft letter.

The party to this Agreement, ADA OIL EXPLORA-
TION CORPORATION, undertakes the obligation to
deliver this letter to the Greek State (Ministry of In-
dustry, General Directorate of Mines) within fifteen
days from the date of signature of the present Agree-
ment. In case such time-limit is not observed, the pre-
sent Agreement shall be null and void and shall be con-
sidered as not having been executed.

Article 34.

Protection of Investment Under Legislative Decree
2687/1953

The Greek State shall grant to the Corporation, in
any case before the beginning of the work provided for
in Article 4 of this Agreement, the protection provided
for by virtue of Legislative Decree 2687/1953 re: Pro-
tection and Investment of Foreign Capital, for the capi-

tal of any nature and form that will be imported from’

abroad, necessary or useful for the implementation of
the objectives of this Agreement, in accordance with
the procedure foreseen in same.

Article 35.
Cash Payments to the Greek State

Any claim for cash payments of the Greek State agai-
nst the Corporation in accordance with the provisions
of the present Agreement, as long as there is no provi-
sion to the contrary in the present Agreement, is pay-
able’ within one month from the notice relating thereto
from the Greek State to the Corporation. Possible.
recourse of the Corporation to. arbitration within the
above month in accordance with the provisions of

.Article 26 of the present Agreement suspends the obli-

gation to make the payment during the entire duration
of the arbitration procedure and during one month from
the notification to the Corporation of the final award
relating thereto. :

Article 36..

Good Execution of Agreement

1. The relationship between the two ‘parties shall
be such as to foster and maintain a harmonious spirit
of cooperation at all times during the term of this Agre-
ement. :

The parties expressly agree that.the provisions of
this Agreement shall govern the rights and obligations
of the parties in carrying through’ the exploration and
exploitation of hydrocarbon deposits in the area of
the off-shore Island.of Limnos and that this Agreement
embodies the entire understanding of the parties hereto
and that there are no further agreements or understan-
dings written or oral, other than the conditions .of this
Agreement and annexes thereto. .

2. The parties hereto further agree that no provi-
sions of this Agreement shall be amended, supplemented
or replaced except by mutual agreement between the
parties confirmed in writing and signed by the lawful
representatives of the contracting parties.

Article 37.

Valid Texts

The present Agreement has been executed in the
Greek and English languages and both texts shall be
deemed to have equal force.

_In witness whereof the Greek State and the Corpora-
tion have signed this Agreement, typed on one side
only of each sheet.

Athens 19th December 1969
For the Greek State

For the Corporation

Ada Oil Exploration Corporation
E. J. ATHENS
Special Attorney

C. KYPRAIOS
Minister of Industry
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SCHEDULE B

'Cosis, Expenses and Charges

4. The items of costs, expenses and charges referred
to in item 7 of Article 10 of the Agreement to which
this is attached are as following :

a) The cost of goeds purchased or services rendered.

b) Administrative, overhead and establishment ex-
penses, including contributions, patent costs, licensing
fees, and research charges.

¢) An allowance for amortization of physical aassets
(e.g. purchase of drill) of 20 per cent per annum and
allowance for amortization of 33 1/3 per cent per annum
of expenditures that do not result in the acquisition
or creation of physical assets (e. g. expenditures for the
drilling of wells, expenditures for geophysical research).
Amortization for buildings in big towns is limited
to a percentage of 5 per cent per annum and that for
pipelines for the tranmsportation of hydrocarbons
to 10 per cent per annum. Any more favorable amor-
tization percentages or other taxation incentives in
force, or to be imposed or granted in the future, will
not be applicable in this .case, except. if these apply
to similar enterprises.

d) Allowance for expenses on sale of hydrocarbons,
including brokerage and selling services expenses.

e) Losses from damage to or destruction or loss
of property used, produced, manufactured, or sold,
and not compensated for by insurance or otherwise,
including lossés arising from bad debts, claims for
damages and differences in rates of exchange in con-
verting currencies.

f) Interest -on indebtedness to be limited to two-
thirds (2/3) of all interest paid on all amounts of
loans and other financing by the parent company
or affiliated companies and or any third parties, with
interest rates to be reasonable and in conformity
:sjith normal international monetary standard condi-
lons:

g) Remuneration and rewards for services by others,
whether

1. accrued - or paid directly to them, or

_ 2. accrued or paid to others for their benefit through
insurance, pension or other plans.

‘h) The remaining unrecovered costs of property
disposed- of by sale, surrender, abandonment or other-
wise, including the unrecovered costs of drilling wells
;{(;{l-productive of hydrocarbons in commercial quan-
ities. ,

1) Rents or other payments to others for or in con-
nection with the use of any property belonging to others,
such as land, building, machinery, equipment etc.
(or in connection with their use), amortizations as
foreseen by item 4 of the present Schedule B.

J} Net losses from operations, as permitted by item
6 of Article 10 of the Agreement.

k) The Stremmatikos payment provided for in
Article 8 of this Agreement, during those periods prior
to the first period in which net income is realized by
he concessionaire.

1) Exploration expenses and intangible drilling ex-
penses, (as defined in item 3 of this Schedule) that
are elected to be deducted currently, as permitted by
item 2 of this Schedule. :

m) All other ordinary and necessary business ex-
pense that may be permitted by the Laws of the Greek
State prevailing from time to time in connection with
the taxation of the net profits of limited stock corpora-
tions. -

2. Exploration expenses and intangible drilling ex-
penses,. both of which terms are defined in item 3
of this Schedule that are incurred after the Corporation
has obtained its first development concession, may be
deducted in the business period during which they are
incurred, or they may be capitalized and amortized as
provided in item 4 of this Schedule. The election to
deduct or to capitalize may be made annually by the
Corporation for each business period during which
they have been incurred.

3. For the purpose of this Schedule B only the term
«exploration expenses» shall mean all expenditures for
discovering a deposit of hydrocarbons and for determi-
ning its size or expenditures related thereto. The term

~ shall not include expenditures for. materials used in

buildings at well sites, or installations or buildings at
well sites, or drilling equipment, gathering and produ-
ction lines, casings, tankage, motors, boilers, machi-
nery and the like. On the contrary, the term shall in-
clude expenditures incurred for preliminary investi-
gations and surveys, whether ground, aerial or marine,
all expenditures for geological and geophysical work,
and all other expenditures incurred in determining the
location and extent of a deposit of hydrocarbons.

‘The term «intangible drilling expenses» shall mean
all expenditures for labor, fuel, repairs, maintenance,
handling,supplies and materials which are for or in-
cidental to drilling, cleaning, deepening or comple-
ting wells or preparation therefor. The term shall
not include such expenditures for materials used in
buildings at well sites or other installations, or dril-
ling equipment, gathering and production lines, ca-
sings, tankage, motors, boilers, machinery and the like.
On the contrary, the term shall include such expen-
ditures for drilling, dynamiting and cleaning of wells,
clearing, draining and leveling of land, road building,
measurements or surveys preparatory to drilling, and
erection of rigs and tankage, construction of pipelines
and other installations required in the preparation or
drilling of wells producing hydrocarbons.

4. Should the Corporation elect to capitalize any
exploration expenses or intangible drilling expenses
pursuant to the provisions of item 2 of this Schedule,
the expenses selected to be capitalized shall be amor-
tized by the Corporation over a period of not less than
three business periods beginning with the business
period in which such expenses are incurred.

Athens, 19th December 1969
For the Greek State
Ada Oil Exploration Corporation

E. J. ATHENS
Special Attorney

For the Corporation

C. KYPRAIOS
Minister of Industry
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