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AGREEMENT
FOR

THE EXPLORATION FOR AND DEVELOPMENT
OF LIQUID AND GASEOUS HYDROCABONS IN
AN AREA OF THE NORTH AEGEAN SEA

Preamble

Whereas pursuant to letter of February 12, 1970 by
TEXACO GREECE INC. to the Ministry of Industry
of the Kingdom of Greece, preliminary discussions
were held in Athens, between representatives of the
Greek State and the said TEXACO GREECE INC,,
regarding the possibility of the Greek State granting
exploration and development rights for hydocarbons,
and

Whereas by the said negotiations the basic principles,
were established, for the conclusion of a direct Agre-
ement between the Greek State and the said TEXACO
GREECE INC., pursuant to the provisions of Article
5 of Law 3948/1959 «Re : research, exploration and
exploitation of hydrocarbons», such Agreement to be
ratified by Law, and

Whereas TEXACO GREECE INC., being a corpora-
tion duly established and operating in a¢cordance with
the laws of the State of Delaware of the United States
of America, with registered offices in the City of Dover,
in the State of Delaware of the United States of Ame-
rica, is wholly owned by TEXACO INC., with prin-
cipal offices 1n the City of New York, in the State
of New York of the United States of America and which
designated the said TEXACO GREECE INC. to con-
clude with the Greek State the present Agreement.

Now Therefore
Between :

1. The Kingdom of Greece, on the one hand, herei-
nafter to Le referred to as the «Greek State», legally
represented by the Minister of Industry Mr. Constan-
tine Kypraios, and

2. TEXACO GREECE INC. on the other, hereina-
fter to be referred to as the «Corporation» or the
uLesseen, duly represented by its Attorney-in—fact
Mr. John Theodorou Hadjis acting by virtue of a Po-
wer-of-Attorney granted by the Corporation, dated
February 9th, 1970.

This Agreement has been concluded, following the
concurring opinion of the Board of Mines under the
following terms and conditions.

Article 1

Original Exploration Area

For the purpose of carrying out the work of explora-
tion and development of hydrocarbons the Greek State
concedes hereby to the Corporation the exploration
area excluding any islands therein encompassed within
a borderline determined as follows :

Starts from point (A) having geographical coordi-
nates geographical latitude — geographical longitude
40027°05" N — 24°45'00” E thence to point (B) 40°
29'10”" N - 25°04'15"" E thence to point (C) 40° 25'00"
N - 25008'00” E thence to point (D) 40°0800” N -
25°08'00"" E thence to point (E) 400 08'00” N - 24045’
00" E and thence to the starting point (A).

The geographical longitude is understood eastern
computed from Greenwich and the geographical la-
titude is understood northern computed from the equa-
tor. The surface of the above described area amounts
to 1.000 square kilometers approximately.

.a

The abové described original exploration area is
marked by a black line on No 1086 map of the Bri-
tish Admiralty, scale 1 :300.000, attached to this
Agreement -as «Schedule A», signed by both parties
hereto and constituting an integral . part hereof.

Article 2

Duration of Exploration Period and Retention of
Exploration Areas

1. The original exploration area is granted to the
Corporation for a period of five (5) years from the
effective date of this Agreement. .

2. Provided before the end of the fifth year or of the
automatic extension thereof, if any, as provided for
in Article 21 item 8 (b) of this Agreement, no disco-
very of hydrocarbons, in quantities which, in the Cor-
poration’s opinion, would ensure an economic exploi-
tation, has been made by the Corporation and provided
the Corporation has, therefore, not applied for a de-
velopment concession as stated in Article 5, item 1,
any areas held by the Corporation under this Agreement
at that time shall be surrendered to the Greek State
and the present Agreement shall be terminated.

3. If at any time during the first five years from
the effective date of this Agreement or the automatic
extension thereof, if any, as provided for in Article 21
item 8 (b) of this Agreement, the Corporation makes
a discovery of hydrocarbons at any point of the then
held by it exploration area in quantities which, in the
Corporation’s opinion, would ensure the possibility
of an economic operation for it and the Corporation
selects a development concession, as per Article 5,
items 1 and 2, then, 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 the
said development concession, all exploration areas
still held by the Corporation.

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 operations under this Agreement and according
to the following program: o

U.S. §

Ist Year: , :
Digital marine seismic survey, plus any
other types of geophysical work required in
performing reconnaissance planning, to de-
termine thickness of sections, unconformi-
ties, and general size and location of prin-
cipal structural anomalies | ‘

2nd Year:

Digital marine seismic survey and other
types of geophysical surveys which might
be required to complement previous work
to upgrade areas for drilling plus possible
expenditures on exploratory drilling provided
the Greek State considers sufficient geophy-
sical information has been obtained

3rd Year:
Drill one exploratory well minimum depth
2,600m ‘ /
4th Year: \ L

Drill one exploratory well minimum depth
2,600m prortony P 1,000,000

50,000

75,000

1,000,000
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5th Year: ‘
Drill one exploratory well minimum depth

9,600m 1,000,000

TOTAL 3,125 000

2. If the Corporation retains any exploration areas
after the end of the fifth year, as stipulated in Article
9, item 3, it shall be ‘obligated to invest the following

- amounts in exploration work in the exploration areas
retained by it after the end of the fifth year from the
effective date of this Agreement :

U.S. 8§

‘ (a) for the whole period of the Ist three

years per square kilometer 900
(b} for the whole period of the 3 following

years per square kilometer 1,500
{¢) for the whole period of the 3 follow-

ing years per square kilometer 2,250
(b) every 3 years after the end of the 9th

year (after the end of the 14th year from

the effective date of this Agreement) per

square kilometer ’ 3,000

3. (a) Any amount invested by the Corporation
in its exploration and development operations under
this Agreement during the initial five year period as
mentioned under item 1 of Article 2, in excess of its
investment obligations shall be credited against the
nvestment obligations of the following year or years.
Any amounts invested by the Corporation in its explo-
ralion 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 corresponding each time period,
shall be credited against the obligatory investments
for exploration of the following period or periods of
three years each.

(b) If by the end of any of the year of the first five
years mentioned in item 1 of this Article or of any
one of the periods mentioned in item 2 of this Article,
in this latter case during its development operations,
the Corporation has failed to invest the above men-
tioned obligatory amounts, under this Agreement,
which shall include any credits as provided for in (a)
above, the Corporaion shall pay in cash to the Greek
State the difference between the obligatory amount for
that year or period 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 corresponding year or period and such payments
shall be deemed to consitute complete compliance by
the Corporation with its investment' obligations for
the corresponding year or period.

(¢) If by the end of anyone of the 4th or bth years
of the exploratory operations mentioned in item 1 of
this Article, Corporation has failed to invest the obli-
gatory amounts referredto in this item, corresponding
to each of the said years, including the credits, if any,
provided for in sub-item (a) above, although Corpo-
ration shall have performed its contractual obligations
corresponding to each of the said years, then Corpo-
ration is entitled to spend the difference, between the
obligatory amount corresponding to each of the said
years and the amount actually spent for this year,
In the drilling of an additional exploratory well (in
addition to those provided for by item 1 hereof), which
Must be completed before the end of the bth year of
the exploration operations. Providing a prior agree-
ent will be reached with the Greek State, the above

difference may be invested by the Corporation, in
total or in part, in the performance of complementary
seismic and geophysical syrveys and reconnaissance.

If by the end of the 5th year or its extension, if any,
as- provided for in item 8 of ‘Article 21 hereof, of the
exploration operations referred to in item 1 of this
Article, the abovementioned difference has not been
Invested in total or in part, as set forth in this sub-
item (c), then the balance thereof, remaining still unin-
vested shall be paid in cash by the Corporation to the
Greek State. This payment shall be effected not later
than three months after the end of the 5th year or of
its extension, if any, as provided for in Arlicle 21
item 8, and such payment shall be deemed to consti-
tute complete compliance by the Corporation with its
investment obligations of the 4th and 5th years of the
period of its exploration operations.

4. (a) The obligatory investment amounts mentioned
in this Article shall include any expenditures, whether
incurred inside or outside Greece, of whatever nature,
that are paid or owed by the Corporation in and for
the performance of its operations under this Agre-
ement, including but not limited to organization ex-
penses, general administrative and overhead expenses,
fees for services performed by contractors and any third
parties, purchase or lease or machinery and supplies,
mcluding any spare parts therefor, and materials and
supplies (except as set forth in sub-item (c) below)
provided however, that organization, administrative
and 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 res-
pective periods,

(b) For the purpose of item 4, sub-item (a) only
organization expenses shall be taken to be all expenses
incurred in connection 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 ex-
penses by the New York 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 managerjal
assistance in order to carry out the purpose of this
Agreement. :

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, etc.

(2) Purchase of furniture and equipment for said
offices and any expenses connected with the installation
of said offices.

(3) Purchase, maintenance and expenses for ope-
ration of passenger cars in Greece, for the use of the
General Manager and of the administrative staff.

(4) Moving and relocation expenses of foreign ma-
negerial and administrative personnel.

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

(6) Representation expenses of the entire personnel
i Greece.

~(c) 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 de-
fined in Article 4, item 4, the Corporation shall have
the right to credit against the investment obligations
mentioned in this Article not more than 20 per cent of
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the purchase price (including cost of transportation to
Greece) not to exceed normal rental for this type of
rig per calendar year, beginning 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 contraty, drilling operations are car-
ried out by a contractor or by a rig rented to the Cor-

poration 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 obliga-

tions mentioned in this Article whenever payments
to the contractor, to the affiliate or to a third party
are made.

Article 4

Working Obligations - Exploration

1. The Corporation shall have to start geological
or geophysical work on its exploration area not later
than three months after the effective date of this Ag-
reement, and all the exploration area shall be surveyed
in detail by means of geological and or geophysical
methods during the first three years after the effective
date of this Agreement for the primary purpose of
enabling the Corporation to determine the best pos-
sible locations for the drilling of exploration wells.

2. The drilling of a deep exploration well shall be
started within thirty months from the effective date
of this Agreement.

3. During the period from the end of the third to

the end of the fifth year, at least two additional deep
exploration wells shall be drilled. .

4. 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.

5. The location of the above-mentioned exploration
wells shall be selected by the Corporation in its own
judgment. ’

6. The exploration wells completéd in excess of the

minimum number in one year shall be credited against
the working obligations of the following year or years.

7. A deep exploration well shall mean a well of a
depth of not less than 2.600 meters measured from
the rig’s rotary table provided, however, that for the
purposes of this Article the following wells shall be
deemed Lo be deep exploration wells.

(a) Any exploration well in which a discovery of
hydrocarbons is made at any depth of less than 2.600
meters in quantities which in the Corporation’s opinion
would ensure an economically profitable operation 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 2.600 meters. If, however, the
erystalline or granite basement is ancountered at any
depth before the well has reached 750 meters, such
exploration well shall not be deemed to be a deep ex-
ploration well, and in this case the Corporation shall
have to drill one additional well, which shall have to
to be drilled to a depth of 2.600 meters, or until dis-
covery of hydrocarbons, as under (a) above, or until
the crystalline or granite basement is encountered in
it al any depth, or until the circumstances arise which
are foreseen under {(c¢) below, whichever of those three
events occurs first. i
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(¢) Any exploration well with respect to which (he
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 2.600 melers,
or until discovery of hydrocarbons in it, as under (a)
above, or until the erystalline or granite basement
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 these three
events occurs first.

In the cases foreseen under (b) and (c) above, the ne-
terage drilled in the original well added to the meterage
of the replacement well shall not be less than 2600
meters. If the condition provided for-in the preceding
sentence is not complied with within the established
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 2.600

- 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.

8. 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
abandon said well, the Corporation shall have the right
to do so in its own free judgment, under reservation
of the replacement through another well as stipulated
in this Article. However, if in this case the Greek Stale
has serious technical reasons to believe that hydrocarbons
could be discovered in this well at a greater depth, then
the Greek State shall have the right to request the Cor-
poration to continue the drilling of this well, provided
this request is made to the Corporation before the rig
is removed from the location and provided further thal
the Greek State shall not have the right t¢ request thal
this well be drilled beyond the depth capability 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 Greek 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
al the rates foreseen in the attached hereto Schedule
B and an overhead of 10 per cent. Such reimbursements
shall be 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 con-
nected with this additional drilling and full responsi-
bility 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 periods during which any of these obligations are
required to be performed.

(d) In case hydrocarbons are discovered in the above-
mentioned well during this additional drilling in quan-
tities which in ths Corporation’s opinion would ensure
an economically profitable operation for the Corpora-
tion, then the Corporation shall haye the right to apply
for and fteceive a Development Cdncession with respect
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to this discovery as stipulated in Article 5 of this Agree-
ment, 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 de-
claration 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 satisfac-
tion 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 ex-
ploration areas under this Agreement a discovery of
hydrocarbons in quantities which in the Corporation’s
opinion would ensure an economically profitable opera-
tion for the Corporation (commercial production), is
made in an exploration. well drilled in any such explo-
ration area, the Corporation, after having submitted
satisfactory 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 «Develop-
ment Concession» with the discovery well located within
it, under the terms of items 2, 3 and 4 of this Article
and in accordance with the procedure for notifying the
declaration foreseen in Article 11 of Law 3948/1959.

\2. From the moment of notification to the Ministry
ol VIndustry in conformity with Article 11 of Law 3948/
1959, of the selected area, the Corporation becomes au-
tomatically Lessee of the so selected area or areas.

_3. The maximum area of each development conces-
sion shall in principle be fifty square kilometers of any
shape determined by the Corporation. However, if the
Lorporation can prove to the Greek State that the pro-
bhable area of the producing field exceeds fifty square
kilometers, then the Corporation shall have the right
to a development concession measiring more than fi-
Ity square kilometers, but in no case more than one hun-
dred square kilometers.

4. The number of development concessions which
Ule Corporation is entitled to select and hold in full
right by virtue of this Agreement is unlimited and ea

ch new well capable of producing hydrocarbons, drilled

by the Corporation on any of its exploration areas, but
Outside its development concessions, shall entitle the
Lorporation to select and hold a new development con-
téssion under the conditions set forth in this Article.
2 The duration of the lease of each development con-
tession of the Corporation shall be twenty eight (28)
years from the date of the notification of the declara-
tioy, Provided the Corporation has complied with its
f’vmlgatlons under this Agreement applicable to each de-
velopment, concession under consideration, this period
of twenty eight (28) years shall be automatically e-
ttended for another ten years under the applicable
rms of this Agreement, provided however that any
ioendment of the Law 3948/1959 applicable to the explo
mal;}(m of -hydrocarbons generally shall be applicable
th t"e 80 extended concession or concessions, except
6{3 N0 change in Law 3948/1959 shall have the effect
altering the period of the ten years extension.

Article 6

Development and Production
Obligations of the Corporation

ge;' As soon as, in accordance with Article 5 of this A-
ment, the Corporationm notifies the declaration for

the area selected by it, foreseen in Article 11 of Law
3948/1959, it shall proceed diligently with the dril-
ling of delineation and development wells, using such
spacing of the wells as, in the opinion of the Corpora-
tion’s technicians and in accordance with international
standards is best suited to ensure the maximum eco-
nomic ultimate recovery.

2. Under reservation of the prescriptions of item: 3
below, the Corporation shall carry out continuous pro-
ducing operations in a workmanlike manner in accor-
dance 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 obli-
ged by the Greek State to produce hydrocarbons from
its installations existing at any given time at a rate w-
hich according to international oil field practice:

(a) is technically unsound. or .

(b) is detrimental to the scope of maximnum economic
ultimate recovery; or

{c) is uneconomic, i. ¢., does not ensure a profit to
the Corpora}ion from its operations.

4. In case the Greek State finds that the development
drilling and producing operations of the Corporation do
not comply with the principles set forth in items 1, 2
and 3 above, the Greek State shall give notice in wri-
ting to the Corporation for initiating compliance w-
ithin one month from such nofication. It is, of course, un-
derstood 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 unitiate.complian-
ce as above mentioned.

Article 7

Authorized Operations of the
Corporation Restrictions

1. The Corporation shall have theiright 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 geologi-
cal drilling and deep exploration drilling for the same
purpose within the exploration area and development
concessions at any tine 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 the hydrocarbons
discovered 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 hy-
drocarbons 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 Article 9 and 12 of this Agree-
ment.

5. For the exercizing of the righls enumerated in
this Article, and for complying with its obligations un-
der 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, desul-
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phurizations plants ete. branch railway lines, storage
and loading facilities at railways stations and in the
Greek ports, housing facilities for its ‘employees and
workmen, warehouses, mechanical shops, telephone
and radio communication facilities, ard all other in-
stallations necessary for the efficient carrying out of its
operations under this Agreement. Such installations
may be built and or operated by the Corporation only
to the extent that the existing installations owned by
the Greek State or any Governmental agency are not
sufficient for the Corporation’s purposes or when 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 A-
greement to reclaim lands or create islands within the
exploration areas at any time held by it under this A-
greement, provided permission to do so is obtained
from the Naval Command, which permission shall not
be withheld, without any serious reason. )

7. Upon the Corporation’s request, submitted ti-
mely, each time, the Greek State shall render all la-
wiul assistance to the Corporation in obtaining the per-
mits and authorization from any and all competent
authorities, including the military authorities, neces-
sary 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 neces-
sarily delay the carrying out of any of the Corporation’s
obligations under this Agreement such non- perfor-
mance or any delay in the performance by the Corpora-
tion of its obligations under this Agreement resulting
therefrom 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 obligation
to cause explosions through compresesd air—-guns or
by use of another method applied to eliminate destru-
ction of marine life. Only in exceptional cases, when a-
bove methods do not produce satisfactory results, will
the use of explosive material be allowed.

9. Geophysic research, drilling and exploitation of oil
discovered under seawaters shall take place under the
following conditions :

(a) An admiralty representative shall be permitted
to attend all such research, the Corporation giving him
prompt advance notice forthis purpose.

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

(c) Navigation in the sea area covered by this Agree-
ment should not be unfavorably affected and special
care shall be taken to avoid any damage to undersea
cables in the area. )

(d) Operations in alignments of Radio Sea Lights
ete. shall be prohibited, and any floating means to be
eventually used should comply with the rule of avoiding
collissions at sea and all installations and other such
objects in the sea shall be illuminated as regulations re-
quire.

(e) For any matters of a navigation nature it is ne-
cessary to furnish in time to the Department to of Hy-

drography of the Greek Navy the required information

in order to issue the relevent announcements and in-
structions to seafarers. ~ '

(f) In the event that any object of archaelogical va-
lue and of antiquities in general shall be discovered in
the course of research, the Corporstion shall be obli-
ged to suspend its operations in the area which might be
expected to affect such antiquities and to notify ur-
gently the appropriate Antiquities service so that the
latter may take all necessary measures for the protection
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of such antiquities. Any delay in the performance by
the Corporation of its obligations under this Agreement
caused by the taking of such measures shall not consti-
tute a transgression of the terms of this Agreement and
shall be treated as a case of «force majeure» under Ar-
ticle 25 of this Agreement. -

(g) Operations can be prohibited or discontinued ex-
traordinarily should such action be considered neces-
sary for reasons of National Security, and the instal-
lations in use shall be removed from the area until such
time as the reasons causing discontinuation of opera-
tions will have disappeared, without any obligation for
indemnity on the part of the State, provided, however,
that any sueh interruption or discontinuance of opera-
tions shall be considered to have been caused by force
majeure under 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 con-
cessions at any time held by - the Corporation under
this Agreement. The payment of this stremmatikos
will start from the moment the Corporation becomes
the Lessee of a concession. R

‘Article 9

Royalties -
1. The Corporation shall pay to the Greek State a

.royalty of 12-1/2 per cent on all hydrocarbons (crude

oil, natural gas and natural gasoline) producedand
measured by it as per item 3 of this Article in the course
of its operations under this Agreement, freed from wa-
ter 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 unavoible losses in the
course of the operations (principally gas flared) shall
not be subject to-the payment of royalty.

2. The royalty on crude oil and natural gas shall 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 writing W-
hether it desires to take all or part of its royalties for
crude oil and | or natural gas in kind during the ensung
semester. Once the Greek State has notified its choice
to the Corporation no change in the manner of col-
lecting the royalties shall be made up to the end of the
ensuing calendar semester, unless a mutually satisfa-
ctory written agreement is arrived at between the Greek
State and the Corporation on this subject. )
‘ Thehroyalty on natural gasoline shall always be paid
in cash.

3. The quantities of hydrocarbons subject to ro-
yalty shall be measured at the field storage tanks for
crude oil, at wellhead for natural gas, and at the se-
paration plants for natural gasoline. The Corporation
shall be obligated to install for this purpose adequate
measuring devices complying .with the standards u-
sually adopted in international oil field practice.

_ 4. The royalty in kind on crude oil shall be taken de-
livery 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, upless
another arrangement is arrived at by mutual written
agreement between the Greek State and the Corpora-
tion, and the Corporation shall be obligated to storé

~ et the sole risk of the Greek State, except that the
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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 its 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 specified period, the Corpo-
ration shall have the choise 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 ac-
count 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 ecrude
oil and natural gas the Greek State may request the
Corporation to transport the quantities belonging to
the State by means of those pipelines to their terminal
or to any other point lo¢ated on these pipelines. This
transportation shall be carried out by the Corporation
al cost, plus 10 per cent. The present item shall not
be interpreted as an obligation of the Corporation 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 ano-
ther agreement is arrived at between the Gree kState
and the Corporation for this purpose. .

7. Prior to 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 ap-
plying the price paid by the Greek State Refinery or
other refineries existing in Greece for crude oil pur-
chased by them from the Corporation, as such is spe-
cified in Article 12, item 9(a).

From the time 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 on crude oil by it in Greece shall be
calculated applyimg 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 actual sales revenue realized by -

the Corporation during the month to which the royalty
Payment applies, minus manufacturing costs and tran-
Sportation expenses from the field storage tanks to
the point of delivery.

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

10. All royalties in cash shall be payable every six
months in January and July of each year.

' Article 10

Taxes

1. The Corporation shall be subject to the income
tax for limited stock corporations at a fixed rate of
. ber cent on the net profits derived from its opera-
f}‘ms during a business period and determined as set
fOI‘th In item 7 of this Article, whatever the rate in
Orce 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 cash 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 pursuant to Ar-
ticle 8 of this Agreement in order to arrive at the net
amount of income tax to be paid by the Corporation
in respect of the business period. It is agreed that the
royalties provided for by Article 9 of this Agreement are
to be paid on any production of hydrocarbons 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 Articles 9 and 10 of this Agreement 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 Agree-
ment and the Corporation in the consideration of such
undertakings agrees and declares that during this A-
greement or any time afterwards 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
it ‘will accept in all cases the contractual effectiveness
and validity of this clause.

2. The net amount of the income 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 Sta-
tes by the Corporation during the currency of the above
mentioned Convention between the United States
of America and the Kingdom of Greece or after its
termination, shall not affect the tax on the Corpora-
tion’s net profits payable to the Greek State in ac-
cordance with item t above.

3. Excepting the mining surface fee (Stremmatikos)
provided for in Article 8 of this Agreement, the ro-
yalties 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 A-
greement, as well as any machinery, spare parts, ac-
cessories, tools 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 produ-
ced by the Corporation under this Agreement (with
the exception of refined products of any kind), shalil
be exempted from all taxes, whether director indirect,
or of whatsoever kind or nature, dugulies, fees, withhol-
dings, fiscal stamps or contributions or any other
special assessments, 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, except
of purely retributory dues for services or rights of any
nature and of employers insurance contributions in
favor of Social Security Funds and Organisations.

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



2408

The provisions of any laws of the Greek State re-
garding the minimum fees that shall be paid 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 of the Corporation, provided
they are domieiled or reside abroad, are exempted, as

regards their income from the Corporation, 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 of the Corporation.
5. All costs, expenses and charges incurred, by the
Corporation whether inside or outside Greece in con-
nection with
this Agreement prior to the business period during
which -for the first time it derives gross receipts from
the sale of hydrocarbons derived from its operations
under this Agreement shall be totalled and amortized
by it over a period of 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 car-
ried froward by the Corporation and consolitated with
the finaneial 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 consolidation 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. -

7. The term «net profits» of the Corporation as used
in this Article shall mean in respect of each business pe-
riod the profits shown after deducting from the gross re-
ceipts of the Corporation derived from its operations
under this Agreement all costs, expenses and charges
incurred by it in its operations under this Agreement
whether incurred inside or outside Greece. 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 Agree-
ment and shall be permitted as deductions irrespective
of restrictions in force or to be imposed relative 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 Corpo-
ration 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 TEXACO INC. 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 shall be that actually char-

its organization and operations under
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ged FOB sea terminal. Gross receipts for domestic sales
of crude o1l shall be the actual receipts. The determina-
tion of the gross receipts and the costs, expenses and
charges shall be in accordance with accounting practices
and principles as generally accepted in the internatio-
nal petroleum industry. ’

In case royalties are paid in kind during the business
period pursuant to Article 9 of this Agreement, the va-
lue of said royalties as determined pursuant to said Ar-
ticle 9 shall be added to the gross receipts of the Corpo-
ration in computing «net profits» under this Article.
Schedule B is attached to this Agreement which, being
duly signed by the parties hereto, shows the items of
cost, expenses, charges and other expenditures of the
Corporation under this item. C

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

. tion.

(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 mon-
ths 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 Artiele 9 of the pre-
sent Agreement for the monthly or semi-annual pay-
ments of amounts foreseen by the above provisions re-
maining, however, in force, and the Corporation being
only obliged to pay each year the income tax on the pro-
fits of the preceding business period. : .

(e) The provisions of legislation from time to time in
force regarding additional taxes for inexact declarations
have no application in this instance, provided the dif-
ferences arisen as regards the tax due do not result from
alterations 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 Corporation of the pro-
visions applieable in this instance.

(f) The remaining provisions of legislation in force
from time to time regarding tax on the income of legal
entities regulating the procedures for submission ol tax
declarations of income, for the notification of the invi-
tation for administrative settlement of the dispute, for
the notification of the audit sheets, for the opposition
against such audit sheets, as well as for appeals against
the relative decisions and the assessment of tax are ap-
plicable-in this instance. . ‘

_(g) Tt is understood that the provisions-of Article 21
of the present Agreement do not apply to any transgres-
sion of obligations of the Corporation under this Article.

- Article 11

Import and Export of Machinery, Equipment 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 whatever na-
ture, which in the judgment of the Corporation are ne-
cessary and best suited for the carrying out of its opera-
tions. The present Agreement is in lieu of any necessary
licence required in each instance for the importation
into Greece of such machinery, equipment, spare parts
and other materials. :

2. The machinery, equipment, spare parts and mate-
rials of any kind whatsoever mentioned under 1 above,
except fuels and lubricants, but including vehicles, ma-
rine vessels and platforms, whether self - moving or not,
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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 trac-
tors. and finally, jeeps or equivalent vehicles of whate-
ver kind not exceeding six at the beginning of opera-
tions and then one for each calendar year, shall be e-
xempt from import and custom duties and all cher ta-
xes, charges, fees and stamp duties, as well as from any
taxes in favor of any third party which are collected at
the time of import.

3. The Gorporation shall be {ree to export at any time
all the machinery, equipment and materials, including
spare parts and any kind of marine vessels and platforms
or vehicles imported by it into Greece in accordance
with items 1 and 2 of this Article, except as otherwise
provided in Article 22 of this Agreement, and such ex-
ports shall not be subject of any special 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 Cotporation sell or otherwise dispose of
the objects imported by it under the terms of this Arti-
cle, 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 applicable
in this case. However, this responsibility shall not apply
if the sale is made to the Greek State or to another com-
pany or contractor entitled to the same exemptions as
the Corporation under the provisions of this Article.

Article 12
Domestic Consumption and Exports

I. 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 eover its needs and to relieve the Greek national eco-
nomy 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 unique technical
characteristics or differs substantially, as regards its
gravity or quality, from the crude oil required by the
Greek Sate Refinery or pre-discovery refineries, which
would substantially increase the operating costs of said
relinery or pre-discovery refineries in order to produce
the pattern of products required by the Greek State,
thereby creating an economic hardship for it or them
or the addition of major installations would be required
In order to process said crude oil.

3. After the Corporation has commenced the com-
mercial production as defined in Article 5, item 1 of this
Agreement of crude oil in Greece, the Corporation shall
have the obligation to supply indigenous crude oil, to the
extent the Corporation has sufficient suitable indige-
nous crude oil therefor, to the Greek State Refinery and
any other refinery. existing and operating 1n (Greece as

» well as to such other refineries as shall come into opera-
tion in consequence of agreements between the Greek
State anq any other contractor that shall be signed be-
fore the discovery by the Corporation of commercially
exploitable indigenous crude oil with the amount of
crude oil which each such refinery may require, from
lime to time for the manufacture of petroleum products
Which each such refinery has the right or obligation to
Supply“for domestic consumption.

he supply of crude oil to such refineries shall be sche-
d.“led sufficiently in advance to permit production, d(?-
livery ang refinery operations to bein a normal and effi-
“lent manner. The obligation to supply and to accept

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 obligations to
supply under item 3 of this Article freely in any manner
and by any means and under any conditions determined
by it without any special license but under normal com-
mercial practice in such 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 exercising this right the Cor-
poration 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 quan-
tities are available to the Corporation. The Corporation
will notify the Greek State in writing when such mar-
kets are not available to it, at which time the Greek
State may arrange to purchase or to be purchased the
excess crude at posted price provided mutually satisfa-
ctory terms and conditions including duration of such
purchase arrangements are agread upon by the Corpo-
ration and the Greek State, however, within the limi-
tations of Article 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 Refinery
and the other domestic refineries pursuant to item 9 (b)
of this Article, the Corporation shall make available 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 quar-
ter by the Corporation, provided (1) that the Greek
State makes such crude available to one or more of the
domestic refineries for manufacture into petroleum pro-
ducts to be sold in the domestic market, and (2) that
the quantity of crade oil furnished to the Greek State
hereunder shall be in partial fulfillment of, and not in
addition to, the Corporation’s crude oil supply obliga-
tions 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 condi-
tions of its choosing. To the extent that the Greek State
transfers its rights to such crude oil to one or more do-
mestic refineries, the respective obligations of the Cor-
poration and the refineries to supply and purchase indi-
genous crude oil shall be reduced in each casc 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, Lo sup-
ply indigenous crude oil to the Greek State Refinery 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 Corpora-
tion in Greece, provided such crude is suitable within
the meaning of this Article 12, item 2, will be given prio-
rity 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 provide 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 at least the same percentage of total quantities
of crude oil imported into Greece as 1t did at the time
of the initial commercial discovery. The Corporation
shall have no obligation to produce and supply indige-
nous crude oil in compliance with item 3 of this Article
in excess of the quantities which will be purchased the-
reunder.

6. In order to fulfil at the earliest possible time the
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primary objective of this Agreement, as stated in item
+ 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 the
presently existing crude supply contracts and any ex-
tensions or substitutions thereof, every possible effort
shall be made within the limitations of said contracts
to ensure the priority of purchase at the earliest possible
time by the Greek State Refinery of any suitable indige-
nous crude oil produced by the Corporation up to the
total throughput of said erfinery.

(b) that from and ‘after the effective date of this

Agreement the Greek State shall exercise every effort
to ensure, insofar as existing contractual obligations
shall permit, that all new contractual obligations for
the supply of crude oil or products and all extensions,
renewals, or substitutions of either presently existing or
future crude oil or product supply contracts shall con-
tain every reasonable and lawful provision which is
within the power of the Greek State to permit the utili-
zation of the amounts of indigenous crude oil as defined
in item 3 of this Article in Greek refineries at the ear-
liest possible time after commercial crude oil produc-
tion begins. However, the provisions of item 6 (b) will
not apply to product supply contracts that are for pe-
riods of one year or less which are signed prior to the
commencement of production of crude oil in commercial
guantities.

(c) If, despite exercising 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 Ar-
ticle, the Greek State shall nevertheless be. obligated

to ensure that the Greek State Refinery and the other,

domestic refineries purchase an.amoupt of suitable in-
digenous crude oil produced by the Corporation equal
to at least thirty per cent of the throughput of the Greek
State Refinery. :

(d) Notwithstanding what is stated above in this
item 6, the Corporation shall not possess any right ei-
ther 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 Agree-
ment or will probably conclude in the future prior to the
date when the Corporation notifies the Greek State that
it has_discovered suitable crude oil in commercial quan-
tities or subsequent to such date so long as the Greek Sta
te provides for utilization in Greek refineries of the amo-
unts 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 Corporation’s obligation to
supply and the Greek State’s obligation referring to the
priority of purchase of the suitable crude oil produced
by the Corporation in Greece shall be' limited to the per-
centage of the production of the Corporation bears to
the total production of suitable crude oil in Greece by
all producers.

8. If the Greek State notilies the Corporation with psu-
porting 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 insure that the indi-
genous oil is given priority of purchase by the Greek
State Refinery and pre-discovery refineries and the o-
bligation 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 in item 1 above would be
achieved. If no such mutually satisfactory arrangement
can be achieved, then the respective obligations of the
Greek State and the Corporation, as stated above, shall
come to an end until such time as such crude oil or ¢-
ther crude oil produced in Greece by the Corporation
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 Refi-
nery and other refineries existing in Greece to pur-
chase such unsuitable oil t6 the extent that it can he
utilized in the refineries , provided that in this case the
operation of said refineries does not result in any har-
dship 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 indu-
stries 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 of Li-
bya, after making the usual corrections for specific
gravity and quality and geographical location.

(b) At the time the Corporation becomes an exporter
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 prevailing in the Mediterranean arca
at that time after considering the quality characteristics
and location of crude oil being exported.

10. Payments by the Greek State to the Corporation
for amounts due for hydrocarbons supplied shall be
made within sixty days from 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 Cor-
poration may without prejudice to any rights it may
have by law, offset such amounts receivable against
amounts which the Corporation would otherwise be
required to pay to the Greek State.

11. Should the Corporation own and.operate in Gree-
ce any trunk pipelines for the transportation of crude
oil and or any gas lines, the Greek State may request
the Corporation to transport the crude oil.and or na-
tural gas bought by it from the Corporation by means
of these trunk crude oil and/or gas lines either to their
terminal or to any other point located on their route.
The transportation shall be carried out by the Corpora-
tion at cost plus 10 per cent. The present item 11 shail
not be interpeted as an obligation of the Corporation to
build any crude oil or gas pipelines or any transporta-
tion facilities in addition to those which it shall at any
moment own and | or operate, nor to erect any additio-
nal installations with respect to such pipelines or other
transportation facilities, unless a mutually satisfactory
agreement is arrived at between the Greek State and
the Corporation 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 world market prices and transportation char-
ges, if denominated in foreign currency, shall be con-
verted to Drachma equivalent at any monthly average
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of the daily rates of exchange, as defined in item 8 of
Article 13 at which the Corporation is entitled to pur-
chase foreign currency with Drachma during the re-
spective calendar month.

Article 13
Foreign Exchange

1. As long as the Corporation does not derive any re-
venues {rom the sale of hydrocarbons under Article 12,
operations under this Agreement shall be financed by
the Corporation exclusively out of its foreign currency
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 foreely convertible to U.S. Dollars, in such a-
mounts as will be sufficient to cover the Corporation’s
cash operating expenses in Greek currency , including
any payments tothe Greek State and third parties;

" (b) By directly purchasing and or hiring abroad,
with its foreign currency funds, and importing to and
or using in Greece; freely and without any restrictions,
such machinery, equipment, materials and services,
of any nature whatsoever, as will be required by the
Corporation for its operations under this Agreement.

2. Once production commences, the Corporation shall
be entitled Lo 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.
When thé Corporation’s Drachmae revenues 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
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 alternatively,

be permitted to retain such Drachmae surplus funds i
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.
I'he provisions of the Greek legislation from time to
time in force regarding the blocking of claims of per-
sons permanently residing abroad and executable in
Greece, and the blocking of shares, bonds and other
assets, are not applicable in these cases. Investments
n the stock of companies shall be subject to the ap-
proval of the Greek State, which approval, however,
shall not be withheld except for reasons of undue fi-
nancial risk involved in said investments. )

3. (a) The Corporation shall also have the right
Lo retain abroad, and freely to dispose of, all currency
Proceeds that are surplus to the Corporation’s cash
Operating requirements in Greek currency, including
but not limited to the proceeds from the issuance of
stock, any' form of loans and other advances, foreign
currency revenues obtained from export sales of hy-
drocarbons 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.

h) Conversely, should Drachmae revenues from
the local sale of hydrocarbons be insufficient to cover
the Corporation’s-cash operating requirements in Greek
currency, then the Corporation shall exchange for Greek
currency, through banks or agents officially autho-
Mzed to deal in Greek currency and foreign exchange,
. Dollars or foreign currency freely conver‘mb]e
Mo U. S. Dollars in amounts sufficient to meet its
Cash operatina reauirements in Greek - currency.

(¢) Notwithstanding the provision in the preceding
subitem (b) of this item 3, the Greek State will permit
the Corporation to make remittance to Greece in cur-
rencies not freely convertible to U.S. Dollars provided :

1. Said currencies have been obtained through the
sale of hydrocarbons exported from Greece.

ii. 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.

iii. The Greek State in its own judgnent considers
the use of said currencies economically feasible under
its then existing international trade and payment
arrangements.

4. 1t is also agreed that the retention of currency
proceeds abroad under the provisions of this Article
shall enable the Corporation to cover fully all its foreign
currencyexpenses  under this Agreement including
the purchase and or hiring of such machinery, equip-
ment, materials and services, of any nature whatso-
ever, as will be required by the Corporation for its
operations under this Agreement.

5. For the purpose of this Agreement, Drachmae
revenues surplus to the Corporation’s cash operating
requirements in Greek currency and Drachmae sur-
plus funds shall mean all Drachmae funds not needed
to cover the Corporation’s cash obligations due and
payable within the ensuimg 30 day period in Greck
currency for local operating expenses, stremmatikos,
tax and royalty payments and other local currency
obligations.

6. The Bank of Greece, through banks or agents
officially authorized to deal in Greek currency and
foreign exchange, shall make ‘available the amount
of U.S. Dollars or other currencies convertible into
U.S. Dollars 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 attestation by the Corporation that the pro-
posed conversion represents a remittance of funds
surplus to the Corporation’s cash operating require-
ments for the ensuing 30 day period in Greck currency.
However, the Corporation shall undertake to furnish
the Bank or its authorized agents with such weekly and
monthly statements as may be required by the Bank
of Greece or its agents to confirm that the remittance
of funds effected by the Corporation in the period
under review represent remittances of Drachmae sur-
plus funds under the terms of this Agreement.

7. In case the Corporation liquidates in Greece any
of its movable of immovable assets, either imported
from abroad or acquired in Greece, the Bank of Greece,
through banks or agents officially authorized to deal
in Greek currency and foreign exchange, will make
available promptly and without delay to the Corpora-
tion an amount in U.S. Dollars corresponding to the
amount in Drachmae obtained by means of such liqui-
dation.

8. (a) For the purpose of carrying out its operations
under this Agreement, the Corporation shall be permit-
ied to buy and sell foreign currency through any bank
or agent officially aunthorized to deal in Greek currency
and foreign exchange and at a rate of exchange not less
favorable to the Corporation than the effective rate
or rates generally available to other firms on the day of
the transaction. In determining such rate of exchange
account shall be taken of all such exchange premiums,
surcharges, discount agios, exchange taxes and bro-
kerage fees of any kind whatsoever, as the Greek State
might autorize or impose and which effectively are a
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part of the cost to firms, as the case may be, of buying
or of selling foreign 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
shall also not be less favorable than the weighted ave-
rage of the effective rates of exchange lawfully realized
by other enterprises on the exports of minerals from
Greece. Such applicable weighted average shall be
calculated without any delay and, if necessary on-a
provisional basis, and its value shall be kept as cur-
rent as possible, using as weights the latest available
trade statistics or, if necessary, provisional estimates
for the export value of each class of minerals.

9. For the purposes of such books and accounts as
the Corporation may maintain in Greek currency,
the Corporation shall, on its books of accounts only,
convert all of its foreign currency expenses, charges
and obligations, as well as its foreign currency revenues
from export sales and other sources, to their Drachmae
equivalent at the rate of exchange, as defined in the
preceding item 8 of this Article; at which the Corpora-
tion is entitled to purchase Drachmae with foreign
currency on the day on which each transaction is law-
fully recorded on the Corporation’s books.

10. If and when the Bank of Greece should abandon
its poliecy of fixing the buying and selling rates for
U. S. Dollars, the rates of exchange for U. S. Dollars
as specified under item 12 of Article 12 and uhder 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. Certifica-
tion ol rates of exchange for other foreign 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 ac-
curate records of all its exploration, drilling, produ-
cing, 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
details 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 premises, it being understood that authorized
representatives of the Greek State shall have the
right to inspect this supporting material. Should
the Greek State desire to obtain such supporting ma-
terial for its own use, the Corporation shall comply
with such requests, 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 regional and nation-wide correla-
tion 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 supply to the Greek Staté, in
duplicate, all scientific data collected during its opera-
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tions including data and interpretations from {he
Corporation’s contractors, provided, however, all propri-
etary information of the Corporation as well as of
TEXACO INC,, its subsidiaries ‘and affiliates, and any
conclusions and interpretations arrived at by employces
of these corporations through the study of the factual
data shall be communicated to the Greek State solelv
at the discretion of the Corporation. The words sl
scientific data is meant to include the following :

(a) For the Seismic Research : ,

i. Complete series of seismic record section displays
for all seismic profiles measured. :

ii. Complete results of velocity determinations by
refraction method. : - o

iii. Complete series of all maps prepared specifi-
cally for maps of iso-chronos or iso-depths for ecach
continuous or phantom horizon. :

iiii. Technical report on field methods employed.
(b) For the Drilling. Exploration :.._
i. Weekly progress bulletin covering drilling operu-

tions. -
il. Stratigraphical and lithological log of the dril-
lholes. - ) A

iii Continuous series of cuttings.

(¢)*For the measuréments within the drilled arca:

Schlumberger (The different loggings).

Copies of recordings for the following measurements
within the drilled area : ‘ o
Electrical resistivity logging.
Self-potential logging.-
Gamma ray and neutron logging.
Speed of ‘seismic waves (velocity logging).
Laterolog-Microlaterolog.
Dip strike logging. "
. 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 operation and of their interruption aud
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.

5. Financial reports of the Corporation shall be sub-
mitted by the Corporation to the Ministry of Induslry
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
mtervals and upon reasonable notice the' official re-
cords and books of the Corporation in order to ascer-
tain the accuracy of the entries, however in such 2
manner that the operations of the Corporation are not
hindered. ’
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6. Authorized representatives of the Ministry of
Industry and especially of the scientific and technica}l
services of the Greek State shall have the right to visil
and observe the scientific activities and technical ope-
rations of the Corporation in order to be kept infor-
med and to know the details on the programs of same.
These visits shall be carried out in such a manner that
ghe i:lurrent operations of the Corporation are not hin-

ered. 7 :

7. With the exception of generalized figures on the
meterage drilled, the number of wells and the total
production of hydrocarbons per field, all data, infor-
mation, reports and material submitted by the Corpo-
ration to the Greek State shall be treated by it as con-
fldential, unless the Corporation advises the Grf;ek
State in writing with respect to any specific information
that it relieves the Greek State from its obligation. As
an exception to the above rule, the Greek State shall have .
the r_1ght to communicate to third parties for purposes
of scientific publications or other purposes, the scienti-
fic or technical data and information supvlied to it
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by the Corporation, three years after the termination
of the Corporation’s rights with respect to any spe
cific exploration area or concession to which this in-
formation applies or imimediately upon termination of
this Agreement. The Corporation shall not unreasonably
witlihold its consent ‘concerning requests of the Greek
State to publish or communicate to third parties 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 Cor-
poration’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 operation under
this Agreement as long as they belong to the Greek
State.-In case the necessary lands belong to private
persons or other legal entities their occupancy will be
effected 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
uceds of the exploitation of mines, as well as the
remaining provisions of laws relating to mines and the
other applicable general or special laws, are also ap-
plicable 1n.the present case by analogy, as long as
they do not conflict with the provisions of the present
if)\greement and those of law 3948/1959 re : hydrocar-

ons.

3. The Greek State, municipalities and communities
as well as owners or possessors of rural or urban im-
movable properties are obliged to grant the right of
way for underground pipelines, for the transportation
of hydrocarhons, or in case such underground instal-
lation is not possible or opportune, for the installation
of such pipelines on the surface. Furthermore, the
above mentioned are obliged to accept any necessary
work for the comstruction, use, maintenance, or re-
pair of the above pipelines. In case, through the exer-
¢i1se of the above rights by the Corporation, the pro-
perty or rights of municipalities, communities, private
persons, physicalor legal entities, with the exception
of ‘the property or rights of the Greek State, are im-~
paired 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 com-
pulsory expropriation for the exploitation of mines.
By means of compulsory expropriation it shall be pos-
sible to create servitudes in favor of the Greek State
In accordance with existihg provisions, 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 ol Article
12 of Law 1540/1938, of Law 2344/1940 regarding
S¢a and shores, and of any other applicable laws, lo-
cations 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
!nstallations necessary for such purposes on piers,
quays and bays as well as in the sea after obtaining

the approval of the Naval Command, which shall not

be withheld without any serious reason.

4. Any delay in the operations of the Corporation
and in the fulfillment of its obligations under this
Agreement 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 Corporation, will be considered as «force majeure»
entailing also the consequences of «force majeure».

Article 16
Use of Contractors
1. For the carrying out of the Corporation’s opera-

“tions -under this Agreement, including the carrying out

of geophysical surveys and deep exploration drillings,
the Corporation shall have the right to engage the
services of Contractors and Subcontractors.

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. :

3. The provisions of Articles 11 and 17 of the pre-
sent 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
Corporation and to foreign Contractors and Sub-con-
tractors. . .

4. The fees paid to the Contractors and Sub-contra-
corts by the Corporation during any business period
shall qualify as investment 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 gualify 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 Agreement.

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 con-
duct 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 mentio-
ned under item 1 above, except if there are serions rea-
sons to the contrary affecting public security, a cir-
cumstance which also applies to employed persons
of Greek nationality. Such non-approval of these per-
mits in accordance with the foregoing shall be made
known in due time to the Management of the Corpo-
ration 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 Grecece,

only on the salary which shall be paid to them by the
Corporation 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 ratifying the Convention between the United
States of America and the Kingdom of Greece for the
avoidance of double taxation. Such residence of a fo-
reign employee in Greece shall begin on the day he is
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granted the regular 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 payment of Greek Income Tax.
The foreign employees of the Corporation shall pay all
other Greek taxes in accordance with legislation from
time to time in force. -

4. The Corporation shall be obligated to employ
Greek nationals in all jobs not requiring technical or
administrative skill. With respect to jobs requiring
specialized skill, it shall be the policy of the Corporation
to employ as many Greek nationals as may be avai-
lable 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 Cor-
poration is liable under the provisions of the Penal
and Civil Laws of Greece, without having the right
of recourse to arbitration in accordance with -Article
26 of this Agreement. Also the Corporation must com-
ply with the Regulations of Mining Operations in force
in Greece during 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 éstablished
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 ;

(c) the training period for each trainee shall normal-
ly 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 candidate for the position of
trainee selected by the Greek State shall be subject
to approval by the Corporation, which may refuse
such approval if in the Corporation’s opinion this can-
didate is unsuitable for the carrying out of this assign-
ment. . The Corporation shall also have the right to
request the Greek State to recall a trainee already ap-
proved 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

The Corporation’s books of account and associated
records in Greece shall be kept hy the Corporation in
the Greek language and if the Corporation so desires
also in the English language, and in accordance with
the generally accepted principles and rules of accoun-
ting practice and in accordance with the Code of Greek
Tax Data.

The Corporation is permitted to show its expenditu-
res and its investments in U.S. Dollars and to keep their
books of account and issue their financial statements
in this same 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 ang 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 shail
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 jn this Agreement.
The Greek State, however, at any -time during business
hours and through its competent  supervisory autho-
rities reserves the right to inspect the operation, in-
stallations, 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-
luntarily to the Greek State all or any part of any or
all exploration areas at that time held by the Corpo-
tation, provided, however, that if,only a part of un
exploration area is surrendered such part shall measure
not less than fifty square kilometers. The Corporation
shall submit an accurate description and maps scale
1/10,000 showing the location of the areas surrenderc:
and the areas retained. The limits of these areas will
be defined according to the Greek National Triangu-
lation System.

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 sur-
render 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 fulfilled
all the obligations relating to the surrendered explora-
tion area (or part thereof) or to the surrendered deve-
lopment concession, accrued up to the date of the sur-
render and provided also the Corporation shall have
fulfilled the investment obligations relating to the sur-
rendered 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 va-
lidity of this Agreement, impose fines on the Corpora-
tion, 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
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herebelow (a) to (f) the fine may reach up to U.S.
Dollars 300,000. These cases are limited to the fol-
Jowing : ' ) )

(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; :

(¢) 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; SRR

(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 tranfers.

2. The imposition of a fine, as per item 1, shall be
potified 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
a transgression as per sub-item (c¢) of item 1 of this
Article. Any such recourse to arbitration shall suspend
the effectiveness of the fine for the duration of the
arbitration proceedings. Should the award of the Arbi-
tration Court be against the Corporation, the Corpo-
ration shall have thirty days after notification of the
final award within which to comply therewith, and
compliance 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
alter 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;

(b) Non-compliance with any of the final awards
}’endered by the Arbitration Court foreseen in Article
_{c) Non-compliance with the prescriptions of Article
23 regarding transfers;

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

4. The forfeiture, as per item 3 ahove, may apply to
all the.rights of the Corporation under this Agreement,
or only to specific exploration areas or concessions
at that time held by the Corporation, depending on
f;he fact as to whether the non—compliance or the de-
fault of the Corporation applies to the entite Agre-
ément or 40 a specific exploration area or concession.
In case of total forfeiture the Agreement shall termin-
ate as of the effective date thereof.

5. The decision of the Greek State to declare that
hhe CO_"POI'ation shall forfeit any or all of its rights un-
er thig Agreement shall be notified immediately to
CQPPOPatlon,, and the forfeiture shall becone effective
tI}‘lmeW days after such notification, provided, however,
foat the Corporation has not initiated procedures
thr remedying the non-compliance or the default before
n ?c expiration of said period of ninety days and has
OV continued these procedures without delays and

interruptions, or did not have recourse to arbitration
under Article 26 within the said period, except in case
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 effectiveness of the forfeiture for the
duration of the arbitration proceedings. Sould the award
of the Arbitration Court be against the, Corporation,
the Corporation shall have thirty days after notifica-
tion of the final award within which to comply there-
with and compliance 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
declaration of any forfeiture by the Corporation of
its rights under this Agreement, and a certificed copy
of this opinion shall be sent to the Corporation toge-
ther with the 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 - noncompliance becomes known to the
Greek State.

Expiration

8. (a) Termination of this Agreement by expiration
shall take place when the periods of validity of all
exploration rights and development concession at any
time held by the Corporation under this Agreement
and all extensions of such periods of validity have
expired. -

(b) By deviation to the stipulations of the prece-
ding sub-item (a) if the Corporation during the fifth
(5th) year from the effective date of this Agreement
has started drilling operations of an additional explo-
ratory well (in excess to the three wells provided for
by item 1 of Article 3 hereof) and such operations
are still pending at the end of the said 5th year, the
validity of this Agreement shall be automatically ex-
tended until the date of completion of the said opeta-

“tions and of the drilling of a deep well, in the sense

of item 7 of Article 4 hereof, until the date of expi-
ration of six months from the end of the said 5th year,
whichever of these dates shall be the earlier.

9. In case of termination of this Agreement ecither
by expiration (item 8 above) or by forfeiture (items 3,
4 and b above) or by surrender (Article 20) the Greek
State shall not be entitled to any claim for damages
or any othér indemnity by reason of such termination
(it being understood, however, that except in the case
of total forfeiture, all obligations of the Corporation
accrued up to the date of such termination shall have
to be complied with by the Corporation, including
the applicable obligations mentioned under item 3
of Article 20).

Article 22
Disposal of Corporation’s Property

1. At the termination of the rights of the Corpo-
ration on any exploration area, or part thereof, or on
any development concession, for any ol the reasons
mentioned in Article 20 andArticle 21 ol this Agree-
ment, all the wells drilled by the Corporation on the
exploration area, or part thereof, or on the develop-
ment concessions, with respect to which the Corpora-
tion’s rights have terminated, whether productive
of hydrocarbons or not, with the wellheads and the
casing existing in these wells, shall be turned over
to the Greek State by the Corporation free of charge.
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All the non-productive wells must be properly plug-
ged by and at the expense of the Corporation and any
potable waterbearing 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, garthering,
storage and preliminary treatmeént installations and
equipment, to the extent that this can be done without
damaging or endangering the wells. ’ ,

2. Except as provided in item 1 of this Article, the
Corporation shall have the right freely to dispose in
any manner whatsoever of all its movable and immo-
vable 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 rights are located within or outside
the exploration areas and/or development concessions
of the Corporation.

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
part of such movable and/or immovable property and
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 Corporation
under this Agreement no sales of immovable property
belonging to the Corporation and located within such
development concession shall be permitted without
the prior written approval of the Greek State. In case
such approval is not given such immovable property
shall become the property of the Greek State free of
charge upon expiration of the validity of such devel-
opment concession.

5. If at any time 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 (depre-
ciation having been calculated at the rates fixed in
Schedule B attached hereto) the difference shall be

cither added to the gross receipts of the Corporation.

derived from the sale of hydrocarbons during the bu-
siness period, in which the sale of this property was ef-
fected, and treated as a gross receipt for purposes of
taxation under the provisions of Article 10 of this Ag-
reement, 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 period during which theCorporation derives
for the first time gross receipts from the sale of hydro-
carbons.

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 business period during which the sale took
place, as specifically 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 under-

stood that the Corporation’s share of this liquidation
shall not be subject to any taxes, whether direct or
indirect, or of whatever kind or nature, duties, fees,
withholdings, and or contributions, or any other spe-
cial . assessments, 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 Article,
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 agreéd by it any rights granted to it
under this Agreement :

(a) to another Corporation controlled by the as-
signor or

(b) to amnother corporation controlled by TEXACO
INC,, or ' :

(c¢) to any other third party, in this case, however,
only upon the written approval of the Minister of Ine
dustry, which approval, given in the Minister’s free
judgment shall"be limited to the person, whether phy-
sical or juridical, of the assignees. - -

2. The Minister of Industry may, however, disallow
the transfers foresseen under item 1, sub-items .(a)
and (b) of this Article for reasons of national security.

3. In case of transfers as per item 1, sub-items (a)
and (b) above, the Corporation shall be-held respon-
sible 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 special 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 pro-
perty in Greece shall be subject to all Greek Laws
and Regulations from time to time in force to the extent
that they are not in conflict with the terms and pro-
visions of this Agreement. :

3. Should such a conflict exist, either today or in
the future, the terms and conditions of this Agreement
and of the supplementary or amendment Agreement,
if any, to be entered into as provided in Article 37, item
2 below, shall prevail and the stipulations of the 'abO_VO
mentioned Laws and Regulations which are in conflict
with the terms and provisions of this Agreement anfl
of the supplementary or amendment agreement, if
any, as aforesaid, shall have no effect as far as the
Corporation and its operations and property in Greece
are concerned. .

Article 25 T
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 trans-
gression of this Agereement if such failure is due to
force majeure. This expression shall -include but not
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be limited to acts of God, epidemics, earthquakes,
fires, explosions, .floods, casual occurrences, war,
revolution, civil commotions, insurrections, riots, strike,
acts of the public enemy, blockades, any act of the
Greek State or of any Greek authority or of any foreign
Government and any othr unforeseen act or circum-
stance beyond the control of the Corporation. If by rea-
son of such force majeure the compliance of the Cor-
poration with its obligations or the enjoyment of its
rights under this Agreement 1s delayed, the period of
such delay shall be added to the periods fixed in this
Agreement for sch compliance or such ejoyment.

2. Should the status of force majeure due to one or
more causes continue for more than one continuous
year Lhe Corporation shall have the right to surrender
to the Greek State in writing all its rights and obliga-
tions 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 vis-a-vis the Greek
State under this Agreement, and the Greek State as
well as the Corporation shall not have any claims a-
gainst each other for the non-fulfillment of any of the
terms of this Agreement by either party and will deli-
ver to each other complete and unrestricted written
release. <

Article 26
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 pro-
visions of Article 28 of Law 3948/1959 «re : reconnais-
sance, exploration and exploitation of liquid and ga-
seous hydrocarbonsy.

2. However, in the case of imposition of the penalty
ol forfeiture as determined in Article 21 or of cont-
roversies concerning differences, disputes or disagree-
ments as regards the interpretation and implementa-
tion 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
15 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 disagreement
{orming the object of the difference, dispute or,disag;-
reement and naming the arbitrator appointed by it
‘dn({ 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
Justice at The Hague on the request of the party de-
siring arbitration. The arbitrators so appointed shall
within twenty days from the communication of the
appointment of the second arbitrator, select by common
agreement a third arbitrater, who will be the Chairman
of the Arbitration Court. In the event that the arbitrat-
tors 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 International Court of Justice at The Hague on the
* Tequest of the arbitrators or either of them. The arbi-
rators shall render their award within two months
Tom the notification to the third arbitrator of his
‘ppointment. The above time limit may be extended
Yy common agreement of the Greek State and the
orporation. The arbitrators are not bound by any

rules of procedure in carrying out the arbitration. They
have the right to examine witnesses, carry out inspec-
tions, obtain the testimony of expert witnesses and
take into consideration any evidence.

Should any of the arbitrators refuse to continue the
arbitration or be prevented from it, he shall be replaced
in accordance with the procedure which has been fol-
lowed for his appointment. In this case the time limit
for the issue of the award shall be suspended during
the period from the date on which the refusal or the
impediment became apparent, which date will be
confirmed by deed signed by the remaining arbitra-
tors, until the replacement of the arbitrator who re-
fuses to continue the arbitration or is prevented from it.

Refusal of any of the arbitrators to sign the award
does not cancel the arbitration.

The decision of the arbitrators is definite, final and
irrevocable and is not subject to any regular or ext-
raordinary means of appeal.

The expenses of the arbitration and the customary
fees of the arbitrators as determined by the award
shall be borne by the defeated party.

Article 27
Use of State Owned Property

1. To the extent that the Corporation shall be using
in a continuous manner any property whether movable
or immovable belonging to the State :

(a) either as a result of the expropriation procedure
foreseen in Article 15 of this Agrecment, 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
operations, the Corporation shall be obligated to take
care of this property as if it were its owner and safe-
guard 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
exploration 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 interests of the Corporation against any
such claims. If, however, a third party would succes-
sfully assert a right against the Corporation or if such
right would be recognized definitely and finally by
decision of a Greek Court or otherwise, the Corporation
shall have the right to terminate this Agreement li-
berating itself from all and any of the obligations as-
sumed under this Agreement and the Greek State shall
have to reimburse to the Corporation all the amounts
spent by the Corporation iinder this Agreement up
to the date of said termination.

Attiele 29
Marketing and Relining
Marketing
1. Without in any way limiting or diminishing in any
manner whatsoever the rights of the Corporation gran-
ted to it under article 29 of the Agreement dated
29th May 1968, ratified by Emergency Law 512 of

September 28, 1968, the Corporation, if at any time
throughout the validity of the present Agreement de-
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sires to acquire the right to sell and distribute in Greece
petroleum products produced by it in Greece, the
Greek State upon the Corporation’s relevant applica-
tion, shall be obliged to grant to it such right under
terms and conditions not less favorable than those
granted or to be granted by the Greek State, until

the date of application, to any natural or juridical per—

son, engaged in petroleum exploration and/or produ-
ction in Greece. ‘
Refining A

2. (a) If at any time during the validity of this
Agreement the production of indigenous crude oil by
the Corporation reaches a level in excess of the amounts
which- the Corporation has the obligation to supply
under item 3, Article 12 of this Agreement, it shall
also have the right te construct and operate a refinery
to refine therein the crude oil which it has the right
to export and to export the petroleum products obtai
ned- from this crude. ‘

(b) If at any time during the validity of this Agre-
ement the existing domestic refineries as well as do-
mestic refineries that shall come into, operation in
consequence of agreements between the Greek State
and any other Contractor that shall be signed before
the discovery by the Corporation of commercially
exploitable crude oil, which are supplying products for
domestic market consumption are not supplying the
total product requirements of the domestic market
out of their own refinery capacity, the Greek State
shall, provided suflicient indigenous crude therefor
can be supplied by the Corporation, in excess of its
obligations under Article 12, item 3, give the Corpo-
ration a priority right over all other domestic refineries
to meet any such excess domestic markel requirements
either : (1) out of the production of any refinery which
the Corporation may previously have constructed for
the export of products persuant to paragraph (a) of

this item 2, or (2) if no such refinery has been con-

structed, out of the production ol a new refinery which
the Greek State shall permit .the Corporation to con-
struct both for the purpose of supplying such domestic
product requirements and for the purpose of exporting
any refinery production in excess of such domestic pro-
duet requirements,

(¢) It is, however, understood that the Corporation’s
rights as set forth in this Article 29, item 2 (b), shall

only arise: (1) if the Corporation shall be the first"

discoverer and producer of erude oil in Greece, or (2)
il the Corporation discovers and produces crude oil
in Greece, but is not the first to do so, and if those
who have done so relinquish or waive any rights they
might have to construct a refinery.

(d) In the event the Corporation has the righit to
construct or utilize a refinery under the provisons
of itern 2 (b) above, the Greek State undertakes to
permit such construction or utilization under terms
and conditions which shall be mutually agreed upon
at the time the right arises, provided, however, that
such terms and conditions shall not be less favorable
10 the Corporation than those accorded to other refi-
neries in Greece with the exception of the Greek State
Refinery.

{e) The Corporation shall have the right, after it
commences furnishing products for domestic con-
sumption from a refinery constructd or an existing
reflinery utilized under the provisions of item 2 (b)
above, to give first priority to the capacity require-
ments of such refinery out of its indigenous crude pro-
duction : (1) so long as the products from such re-
finery are made available to supply the domestic pro-
duct requirements of the Greek State, and (2) provi-
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ded that the Corporation continues to carry out (o
the extent of its ability any obligation it may have
under item 3 of Article 12 after giving such priority
to the requirements of its’own refinery. ’

(f) Nothing in Article 29, item 2 (b) or any other
provision of this Agreement shall be construed to place
any limitation upon the right of the Corporation or
its parent companies or any of their affiliated compa-
nies to apply for the right to establish or-participate
in the establishment of a’ refinery in Greece at eny
time. ;

(g) Throughout the present Agreement the ferm
«Greek State Refinery» shall mean the refinery exis-
ting at present and owned by the Greek State, even
if assigned in the future to a third party.

3. All rights of the Corporation under this Article
shall be exercised either by the Corporation itself or
by a related or affiliated company or companies, as
defined in Article 23 of this Agreement.

Article 30
Guarantee

1. The Corporation is obliged to deliver to the Greek
State (General Directorate of Mines of the Ministry
of Industry) within fifteen days from the signing of
this Agreement a letter of guarantee of a recognized
Bank in Greece for an amount of U. S. Dollars 300.000.
This letter of guarantee shall cover the good perfor-
mance 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 obli-
gated to renew at least every five years said guarantec
during the entire period of the validity of this Agree-
ment and until it shall expire or be terminated. Unless
a new letter of guarantee for the same amount is {ur
nished the Greek State by a recognized Bank in Greece at
least four months prior to expiration of the valid letter
of guarantee this Agreement 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 in accordance with the terms of this
Agreement, provided one month at least has lapsed
from the date on which such amounts have become
payable. If these amounts have not become finally
payable two months before the expiration of the Gua-
rantee they may be collected before their finalizatioe
by encashment of the Guarantee, unless the concen-
sionaire Corporation furnishes a letter of guarantes
covering the amount sought. '

In case for any reason whatsoever the original amount

of the above guarantee becomes less than U. S. Dol-
lars 300.000, 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, under the penalty stipu
lated in sub-item (d), item 3, Article 21. Such guaran-
tee will remain in force under the above mentionqd
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 31

Exemption of Stamp \Duties

‘The present Agreement, and transfers in accordghce
with Article 23 of this Agreement, are exempt by virtue
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of Article 27 of Law 3948/1959, from stamp duties and

contributions, fees and rémaining charges of whatever

pature in favor of the Greek: State and.of any third

ty. '
party Article 32

Effective Date of Agreement

1. The present Agreement is subject to the timely
deposition of the guarantee referred to in Article 30
and its ratification by the legislative authority, after
which and following the ‘effective date of the Law
ratifying 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 right to completely withdraw from this Agree-
ment. However, the Corporation is. obligated to de-
clare its non-acceptance of such modifications in wri-
ting within thirty days from the publication of the Law
ratifying this Agreement, with modifications in the
Government Gazette. In case such -non-acceptance
is not submitted in time the Corporation is considered
as having accepted such modifications.

3. In case of modification by the legistative 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 ex-
piration of the above thirty day time limit.

Article 33
Communications

1. Any communication of the Greek State to the
Corporation and vice versa on the basis of the present
Agreement shall only be valid if it is given against
receipt or sent through registered letter against receipt
and is addressed to : '

(a) for communications of the Corporation to the

Greek State to :

Ministry of Industry
General Directorate of Mines
Athens, Greece

(b) for communmications of the Greek State to
TEXACO GREECE INC. to:

John Theodorou Hadjis
Othonos 4
Athens 118, Greece : .

who is appointed lawful attorney, representative and
Process Agent (Anticlitos) of the Company in Greece.

In cage of revocation of the aforementioned agent,
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 abovemen-
tioned Anticlitos. . o

‘ Article 34
Letter of Technical* and Financial Assistance

TEXACO GREECE INC. declares that its sole sha-
reholder, TEXACO INC., 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

tate in accordance with the draft of this letter prepa-
red by the Greek State and the Corporation and ini-
talled today by them, TEXACO INC. in accordance
with detailed statements included in such letter, un-
flel‘takes the obligation provided the present Agreement
18 ratified by Law, to give, for the duration of the pre-
sent Agreement, TEXACO GREECE INC. or, in case
of transfer, to the transferee mentioned in Article 23,
tem 1, sub-items (a) and (b) of this Agreement all

?ﬁcgssafy technical and financial assistance for the
wifine. LA mae g ..f neny .r.r !m‘ e’me’nt

towards the Greek State as stated more specifically in
the above draft of letter. ‘

The party to this Agreement, TEXACO GREECE
INC., undertakes the obligation to deliver this letter
to the Greek State (Ministry of Industry, General
Directorate of Mines) within fifteen days from the
date of signature of the present Agreement. In case
such limit is not observed, the present Agreement
shall be null and void and shall be considered as not
having been executed.

Article 35

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 pro-
vided for by virtue of Legislative Decree 2687/1953
«re : protection and investment of foreign capital» for
the capital of any nature ard form that will be impor-
ted from abroad, necessary or useful for the imp-
leme ntation of the objectives of this Agreement, in
accordance with the procedure foreseen in same.

Article 36
Cash Payments to the Greek State

Any claim for cash payments of the Greek State
against the Corporation in accordance with the provi-
sions of the present Agreement, as long as there is no
provision to the contrary in the present Agreement,
1s payable within one month from the notice relating
thereto from the Greek State to the Corporation. Pos-
sible 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 37 )
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 Ag-

reement.
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 de-
fined in Article 1 hereof, and that this Agreement
embodies the entire understanding of the parties hereto
and that there are no further agreements or under-
standings, 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, supplemen-
ted or replaced except by mutual agreement between
the parties confirmed in writing and signed by the
lawful representatives of the contracting parties.

Article 38
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.

Athens, 5 August 1970

The Contracting parties

For the Greek State For TEXACO GREECE INC.
C FYPRAIOS JOHN THEODOROU HADIIS
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' SCHEDULE «B» :
Costs, Expenses and Charges

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

(a) the cost of goods purchased or services rendered ;

(b) administrative, overhead and establishment ex-
penses, including contributions, patent costs, licensing
fees, and research charges ;

{c) an allowance for amortization of physical as-
_sets (e. g. purchase of drill) of 20 per cent per annum
and allowance for amortization of 331/3 per cent per
annum of expenditures that do not result in the acqui

sition 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 transportation of hydrocar-
bons to 10 per eent per annum. Any more favorable
amortization 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, inclu-
ding losses arising from bad debts, claims for damages
and differences in rates of exchange in converting cur-
rencies ; ~

(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 affi-
liated companies and/or any third parties, with inte-
rest rates to be reasonable and in conformity with nor-
mal international monetary standard conditions ;

(g) remuneration and rewards for services by others,
whether :

(1) acerued 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
dlsposed of by sale, surrender, abandonment or othe-
rwise, including the unrecovered costs of drilling wells

non-productive of hydrocarbons in commercial quanti-
ties ;
b

(i) rents or other payments to others for or in conne-

ction with the use of any property belonging to others,
such as land, building, machinery, equipment, ete.
(or in connection with their use) amortizations as fore-
seen by item 4, of the present Schedule B;

(1) net losses from operations, as permitted by item

6 of Article 10 of the Agreement ;

. (k) the Stremmatikos payment provided for in Ar-
ticle 8 of this Agreement, during those periods prior
to the first period in which net income is realized by

€ concessionaire ; .
(1) exploration expenses and intangible drilling
expenses, (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-
penses 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 corpo-
rations.

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 amor-
tized as provided in item 4 of this Schedule. The elec-
tion 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
determining its size or expenditures related thereto.
The term shall not include expenditures for materials
used in buildings at well sites or installations or buil-
dings at well sites, or drilling equipment, gathering
and production lines, casings, tankage, motors, boilers,
machinery and the like. On the contrary, the térm
shall include expenditures incurred for preliminary
investigations and surveys, whether ground, aerial
or marine, all expenditures for geological and geophy
sical work, and all other expenditures incurred in deter-
mining the location and extent of a deposit of hydro-
carbons.

The term «intangible drilling expenses» shall mean
all expenditures for labor, fuel, repairs, maintenance,
handling, supplies and materials which are for or inéi-
dental to drilling, cleaning, deepening or completing
wells or preparation therefor. The term shall not in-
clude such expenditures for materials used in buildings
at well sites or other installations, or drilling equipment,
gathering and production lines, casing, tankage, motors,
boilers, machinery and the like. On the contrary, the
term shall include such expenditures for drilling, dyna-
miting and cleaning of wells, clearing, draining and
leveling of land road building, measurements or surveys
preparatory to drilling, and erection of rigs and tankage,
constuction of pipelines and other installations required
in the preparation or drilling of wells producing hydro-
carbons. -

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 amorti-
zéd 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, 5 August 1970

The Contracting parties

For TEXACO GREECE INC.
JOHN THEODOROU HADJIS
Attorney in Fact

For the Greek: State
C. KYPRAIOS
Ministrer of Industry
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