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[ ENGLISH TEXT — TEXTE ANGLAIS]

hve. Republic of Tarkey

The Republic of Austria; the Repu&ﬁc of Bulgaria, the Republic of Hungary, Romania
and the Republic of Tutkey Hess r referred to individually as “State Party” and
collectively as “States Parties™: .

deeply concerned about the energy secufity Sitbation of their countries and wishing to
undertake. a-projsct: that will lead to diversification ‘of :supply sources, thus granting 2
higher level of seeurity in: the field of snergy supplies. for the benefit- oﬁhs European
Union, the Repyblic of Turkey dnd every citizen thereof;

' reaffirming the Detlaration ‘adopted at the Nabueco Sumamit in Budam:m‘m’“ of

January 2009;

recognizing the. need to co-operate in facilitating the promotion, development,
construction and opetation of the Nabucco Project. for the secure and uninterrupied
Transportation of Natural Gas in and across theif respective Territories;

desirtug to promote and:protect the investments in the Nabuceo Project and safeguard the

efficient and secure development, ownership and. operation of the Nabucco Pxpehne
System in and across their respective Territoties; _

taking note of the fact that the Shareholders have establishied an international company in

sorder to co-operate in:the promotion, development, financing, construction and-operation

of the Nabucco Project arid that this international corhpaiy in turn shall créaté natiorial
compatiies to carry. utthe: implementation of'the Project in.¢ach respective Temtmy;

acknowledging the need for uninterrupted, secure supplies of Natural Gag far the,,:

domestic markets of all States Parties at competitive prices and conditions;
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.

{ noting that the desire of the Republic of Turkey to devélop its natural gas market roquires
! the provision of Natural Gas tovit 4t competitive prices;

fWngmopmmwgasswplymmmdﬁbmﬁmWeameymme

Member States: of ‘the: Evpopean Union via the Territorigs of the: States Parties; and
eogmmtﬁ:atmﬁseﬂowmodemtheNahuceo Project assists in the security of the
States Parties in emergenoy- situations and assures ‘the. optimisation: of gas netwotks
‘through swaps and other commercial'instruments;

noting the desire of the States Parties to' create a Coitidor fm the Transportation of
Natural Gas amongst theri,to beextcndedtmhndpmesas _ rinte; and cotisidering
the importance of creating and: :emfercuzganapytepnme uniform and m—&isaﬂnmtory
general legal framewsrk, commeasur fhe transnational nature:-of projects such as
the Nabuces Project, and thie require ] ynavaxe inmaﬁveand énterprise, to'support such gus
sector investment opportunities. and 1o establish favotrable conditiens to justify the
commitment of capital and zesources-to: the Nabucco Project and/or across their respective
Temtones,and

acknowledging and appreciating the support of the Federal Republic of Germany for the
Project.




: Have agreed as follows:

ARTICLE 1 -THE NABUCCO PROJECT

t1 The States Parties shall lend their full nolitical sunnort for, and undertake to

Ry 22310 DTl LRI MG SAimal st LIl Aess  VARUGGE SUplpial AL, Sudse iuvaiaas

promote, support and facilitate the measures necessary for the mahsatmn of the Nabuceg
Project and the Transportation thereby of Matural Gas in and across their Temitories; The
States Parties shall endeavour to ensure the full co-opetation of all other relevant
authorities within their Territory and take:all actions necessary to enable the aforesaid to
be undertaken.

1.2 The States Parties acknowledge the importance to €ach State Party that companies
have the means of procuring sufficient supplies of Natural Gas-on commercial terms for
the purposes of assuring security of supply, and recognise that this is necessary for the
welfare and security of each citizen and that States Parties are theréfore determined to act
in-a spirit-of solidarity to achieve: collective energy security; and note that-such solidarity
constitutes an answer to the challenges with regard to energy supply security and thus
resolving to address in particular the Republic of Tuzkey’s coneerns in thisared.

In the event of disruption of Natural Gas supply affecting a State Party and involving
another- State Party or a third country, the States Parties ‘shall seek an expeditious
resolution in accordance with: the provisions of the Agreemient. '

1.3 The Nabucco Project, hiereinafter ‘the Nabucco Project' or “thie Project!, shall
mean-the “Nabucco Pipeline System™, as the expressly constructed Natural Gas Pipeline
svstern, including attendant Facilifies, that shall connect the Tnitial E‘:ﬁrv Points to
Baumgarten in the Republic ‘'of Austria, including the davalopmmt, evaluation, design,
acquisition, .construction, installation, financing, insuring, ownerclup, operazzon,
commercial exploitation, repair, replacement, refurbishment, maintenance, expansion,
extension, protection,-decommissioning, and activities associated orincidental thereto, all

' in respect of the Nabucco Project: The Nabucee Project is situated in the Texritories of the

States Parties, and has a final maximum Transportation capacity of 31 billion cubu:
meters per year along its entire length.

The Nabucco Project will be ‘constructed, owned and operated, in accordance wiih the
Agreement, the Project Support Agreements, and contracts governed by private law
concluded between the Nabucco International Company and the Nabucce National
Companies or by any of these companies inter se or with third parties.
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ARTICLE 2

The terms used in the Agreement, including its Preamble, Article 1 and the Annex to the
Agreement, and not otherwise defined herein, shall have the following meaning:

(1)  “Agreement” shall mean this Agreement, as the same may be amended or
otherwise modified ot replaced pursuant to Article 14.2,

(2)  "Commercial Arrangement" shall mean any contract govertied by private law or
other instrument. with equivalent effect,

(3)  "Contractual Congestion” shall mean a situation where the level of firm
capacity demand.exceeds the technical capacity (all technical capagity i§ booked as firm)-

@ “Energy Charter Treaty” shall mean the Energy Charter Treaty as opened for
signature in Lisbon on 17" of December 1994,

(5)  “Facilifies” shall mean the assets owned by the Nabucco Companies used for the
purposes of the Nabucco Project, including but not limited to pipelines-and laterals for the
Transportation of Natural Gas within and/or across the Territories of the States Patties,
and all installations below and above gronnd.or on the seabed and ancillary equipment,
together with any associated land, pumping, measuring, testing and metering facilities,
communications, telemetry and similar eqmpmenx. “all pxg l‘aunchmg and recewmg
Lauuluca, au ;.xycuucb, auu U\-LLUT i‘eiau:u uiuxpmcut, muuuu.xg puwvn uuca, ua.\su lU u::u‘du
any form of liquid or gaseous fuei and/or power necessary to operate compressor stations
or for other system needs, cathodic pretection devicés and. equipment, all mionitoring
posts, markers and sacrificial anodes, all port; terminalling, and all associated physical
assets and appurtenances, including roads and other means of access and operational
support, required for the proper functioning of any and all thereof.

(6) "Hazard" shall mean. any disproportionate, deleterious danger to or effect on
public health, safety, property or.the environment.

(7  "Impediment" shall niean any eveiit that'occlirs 'or any situation ‘which arises that
threatens to- intetrupt, curtail or-otherwise nnpede the Project Activities in the Territory of
a State Party.

(8)  “Imitial Entry Points” shall mean the starting points of the Nabucco Project at
any three points on: the eastern ‘or southern land borders of the Republic of Turkey as
selected by Nabucco. International Company, and, subject to agreement by the Nabucco
Committee in consultation with Nabucce International Company, any other point at the
sastern or southern Turkish border. The eéxact location of the Initial Entry Points at the
respective borders is subject to ‘the standard permitting and related authorisation
srocedures. ‘

9)  “Land Rights” shall mean all these rights and permits .in accordasice with the
wpplicable legislation with respect to land in any Territory which grant such free and
inrestricted rights, access and title as are necessary for the Project Activities, whmh ¥
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include but not be limited to use, possession, ownership, occupancy; conuol, assignment
and enjoymeént of such land,

(10) “Nabucco Committee” shall have the meanitig set out at Article 12.1 of the
Agreement.

(11) “Nabucco Companies” shall mean both the Nabucco International Comspany and
the Nabucco National Companies, and, for both, their affiliates, or the assignees of their
rights under the .Agreement.

(12) “Nabucco International Company” shall mean INabucco Gag Pibehne
International GmbH which was established on 24" of June 200% and is seated, unless
otherwise agreed by the Shareholders; in Vienna, Austria.

(13) “Nabucco National Company" shall mean any one of the five subsidiary
companies ‘'of Nabucco International Company, owned and controlled by the Nabucco
International Company, to be established in-each State Party,

(14) “Natural Gas” shall mean any hydrocarbons or mixture of hydrocarbons and
other gases consisting primarily of methane whicl at a tempetature of 15 Celsius and a:
atmospheric pressure (1,01325 bar absolute) are or is prﬁdominautly in.gaseous state.

(15) "Nomination” shall mean the prior reporting by the Shippers to Nabucco
International Company of the actual capacity that they wish to use inthe Nabuecco Project.

(16) "One-Stop-Shop Shipper Access” shall mean u situation where Shippers have
only one conmactual relationship ‘with Nabucco International Company. for Natural Gas
Transportation services between the rélevant entry point end exit point.

(17) “Open Season” shall mean the process adopted by Nabuccd'International
Company to allocate to the Stappers the capacity in’ the Nabucco Fro;ect and that ig
consistent with Article 3 of the Agteement.

(18) “Person™ shall mean any natural or legal persoe whether of a public or private
nature. :

(19) "Primary Market" shall mean a market of the capacity ‘traded directly by
Nabueco International Company.

(20) “Project-Activities” shall mean the activities conducted by the project participants
in connection with the Project.

(21) "Project Support -Agreément" shall mean a conwact governed by private law,
and as far as the specific circumstances of a State Party require alsc by public law, tbat is
concluded in support of the Agreement beiween a State Party and the Nab
International Company and-theirefevant Nabucco Naticnal Company on issues mc:mdmg
but not limited to regulatory :conditions. investment protection, and other issues, as
defined in the Project' Support Agreemient.
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(22) “Reserved Capacity” shall mean the maximum tHow, expressed in normal cubic '
meters per time unit, to which the Shipper is entitled in sccordance with the provisions of
the Transportation Contract. ’

(23) "Secondary Market" shall mean a market of the capacity traded otherwise than
on the primary market. ‘

(24) “Shareholders” shall mean the Persons owning shares in Nabucco International
Company.

(25) ‘“Shippers” shall mean the Persons that coatract with Nabucco hiternational
Company for Transpertation of Natural Gas thmugh all or any section of the Nabucco
Pipeline QVStem )

(26) “State Party Authority” shall miean the authority that has regulatory jurisdiction
and competence to deal with Transportation.

(27) “Substitution Proposal”’ shall mean a proposal by Nabucco International
Company to use uncontracted or free capacity in existing or-planned new infrastructure to
facilitate the Transportation of Natural Gas from the Initial Entry Points to Baumgarten as
an integrated but sepatately: owned component of the Nabucco Project as defined in
Article 1.3 of the Agreement.

(28) “Taxes” shall mean all existing and future ievies, imposts, payments, fees,
assessments, taxes and charges payable to or imposed by the States Parties, any crgan or
any subdivision of the States Perties; whether cenwral or local, or any other ‘mdy having
the effective legal powet to levy any such:charges within the Termritories of the States
Parties, and “Tax” shall mean any one of them.

(29) “Technical Capacity” shall mean the maximum firm -capacity that Nabucco
International Company can offer to the Shippers, taking account of system integrity and
operational requirements.

30y  “Territory” shall mean, with respect:to a State Party; the land. territory of such
State Party, including its territorial sea, and the air space aboveit, as well as the maritime
areas over which the State Party has jurisdiction or exercises sovereign rights in
accordance with public international law:(and “Territories” shall mean such territory in
respect of all of the States Parties).

(31) “Transportatmn shall mean the capiage of Natural Gas into, out of, within or
across the Territory of a State Patty.

(32) "Transportation Contract” shall mean any -commercial ag:reemem between,
Nabucco International Company and Shippers for' the Transportation of Natural Gas
through the Nabucco Pipeline Systcm

Unless the context otherwise requires, reference to the singular includes a reference tc the
plural, and vice-versa. Reference to any Person under the Agreement shall ifictude -
reference to any successors or permitted. assignees of thet Person: ‘
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A reference to any agreement, treaty, statute, statutory provision, subordinate legislaiion,
regulation or other instrument is-a reference to-it as it is in force, taking account of any
amendment, re-enactment or replacemient.

ARTICLE 3

3.1  The Agreement shall not affect any treaty tights and obligations: of the States
Parties, including those deriving from the Energy’ Charter Treaty to ‘which the States
Parties are all party, and from the Treaties establishing-the European Usion for the
Republic of Austria, the Republic of Bulgaria, the Republic'of Hungary, aud Romania.

3.2  Each State Party shall provide the most favourable, non-discriminatory regulatory
conditions for the implementation of the Nabucco Project, subject to any provisions set
out in the Agreement. Consistent with natioual, European Community and international
law each State Party shall use its best endeavours to take all legislative measures that are
reasonably required to enable the implementation of the Project Activaties. This provisior
shall not be construed as to apply to the tax treatment of the Nabucco Companies.

Nothing in the Agreement obliges the States. Parties to finance the Nabucco Project of to
accept finanecial Hahilities in regard o the Nabucco Project.

3.3 For a period of 25 years from the date where the first construciios stage of the
Nabucco Project is put into-initial operation, in respzct-of the Nabucco:Project each State
Party shall ensure that its relevant State Party Authority gives effect to the two following
regulatory permissions on the basis of the requirements set out in Articies:3.3.1 to 3.3.3.
which permissions and requirements are:as detailed:in the Annex, namely: v

- fifty percent (50%) of the maximum availabie total technical annual Transpostution
capacity in the Nabucco Project, but not more than IS billion cubic meters per year in the
event of a final expansion of capacity t0.31 billion cubic:meteérs per yzar, shall initially be
offered to, and if accepted, reserved by the Shareholdets, or their affiliates of transferets
provided that the remaining capacity will be offered in’a transparent, objective and non-
discriminatory nmcedme for Shipper aceess; and

- pursuant to the tariff methodology defined in the Annex, Nabucco Intcma::xona}
Company may determine a stable tariff to attract financing and Shippers" commitraents;
the determination of the applicable tariffs derived from such methodology shall be in the
cole discretion of Nabucco International Company.

Having regard to the fact that exemptions from Asticles 18 and 25 (2), (3) and (4) of the
Directive 2003/55/EC of the Eurapean Patliament and of the: Council of 26 June 2003
concerning common rules for the internal market in natural gas and repealing Directive
98/30/EC have been requested from the State Party Authorities of the Republic of
Austria, the Republic of Bulgaria, the Republic of Hungary and of Romania before the
entry into force of the Agreement, and noting that these States Parties have; in-accordance
with that Directive, granted the respective exemptions and notified them to the Furopean:
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Commission, these States Parties will have entirely satisfied theit opngations under tis
Article 3.3.

Having regard to the fact'that the obligations under this Article 3.3 are directly effective
in the Republic: of Turkey, the Republic of Turkey will upon entry into force of the
Agreement have entirely satisfied its-obligations uader this Article 3.3.

3.3.1 The capacity in the Nabucco Project shall be allocated by way of an. Season
or other transparent, objective and non-discriminatory allocation proeedmes Further to
the allocation procedures, the State Party Aumonnes shait be informed of the results of
these procedures;

3.3.2 A mechanism for the reléase of unutilised eapacity shall be implemented in order
to prevent the hoarding of such capacity by Shippers. The State Party Autthorities shall be
informed of the-mechanism;

333 Loagetem binding capacity requests for the Nabucco Project, necessitating the
build-up.of the Nabucco Praject up to its final maxirum Transportation capacity, ate o
be satisfied provided that this build-up is technically possible, economically feasible and
that the binding capacity requests amount to at least 1.0 bem/year. Each State Party shall
facilitate the compliance of Nabucco International Corspany with possible regulatory
obligations foreseen by State Party Authonttesto bmfd additional capacity.

States Parties shall ensure that the capacity of the Nabucco: Project between the Initial
Entry Points and Baumgarten' in Austria including any capacity leased by Nebuczo
International Company or made available to it, is marketed on the basis of a One-Siop-
Shop:Shipper:Access.

3.4 Each State Party shall éndeavour to' enstize the ‘capability of Transportation of Natwral
Gas in reverse flow direction for the whole fength of the Nabucco Projest at a specific
tariff agreed between Nabucco International Company or the relevant Nabxlcco National
Company and Shippers as far as technically possible and economically feasible.

Where reverse flow capacity is offered on the Nabucco Project, the States Parties shall
ensure that the Transportation Contracts and tariffs by Nabucco International Company to
Shippers are-offered on a‘transparent and non-discriminatory basis, and communicated to
the respective State Party-Authority as required in the Territory.

3.5 Each State Party shall conclude, undet mtnuaﬂy agreed ‘terms and conditions, a
Project Support Agreement with the Nabucco International Company and the relevant
Nabucco National Company as.a means to facilitate the: private sector ﬁnaucmg and the
realisation of the Nabucco Project:
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ARTICIE 4

4.1  Each State Party agrees that no discriminatory requirements or -obligations will be
applied to pipeline owners or operators who obtain or seek o obtain connections for their
Natural Gas pipelines to the Nabucco Pipeline System or to Shippers who-obtain or seek
to obtain transportation services via the Nabucco Pipeline System.

42  States Parties may establish a limit to the application of Article 4.1 in order to
address duly substantiated national security. concerns, which shall be presented 1o the
Nabuceo Committee.

ARTICLE S

The States Parties shall use their best endeavours to extend ‘the protections set out in
Article 7 of the Agreement to any pipelines and attendant technical Facilities to-be used
by Shippers for the Transportation of Natural Gas within theis Territories to:the Nabucce
Project. The Nabucco Committee may determirie; where riecessary, which pipelines are
covered by this Asticle.

ARTICLE 6

The States Parties shall respec! Comunercial ‘Arrangements between any Nabucco
Companies (or their affiliates ot Shareholders) inter se. betwieen the Nabuceo Companies
(or their affiliates or Shareholders) and the States Parties, and/or the Nabucco Companies
(or their affiliates or Shareholders) with third parties to address the security of supply
concerns of the States Parties provided that such Cominercial Arrangements arc
consistent with applicable national legislation, international law and, in the case of those
States Parties that are Member States of the European Union, Europear Union law.

ARTICLE 7

7.1  States Parties shall refrain from imposing any additiohal Nabuceo Projeet specific
Taxes, or discrinziratory tax-or lezal requirements, or ostensibly general measuresthat-are
of equivalent effect, on the Nabuccvo, Companies or the Nabucco Project that affect the -
economics or financing conditions of the Nabueco Project. In pamcular this prohibition:, -
refers to any requirement with. respect-to title, including the cession or transfer thereot

10
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including the' geographical point of transfer of title; or ownership-of Natural Gas in the
Nabucco Project or any part thereof. This provision does not refer to any general
measures of tax law or company law.

7.2 Without prejudice to Articles 7.3 and 7.4, States Parties shall not permit nor
require the Interruption of or restriction on thie freedom of Transportation of Natiral Gas
in the Nabucco, Project and shall take all measures and actions which may be necessary or
required to avoid and prevent the interruption ot -curtailment of such freedom of
Transportation,

7.3  No State Party shall interrupt, curtail, ot delay the realisation of the"Nabucco
Project or the Project Activities in its Tertitory; unless justified in-advance to the other
States Parties with reference to a legitimate purpose-and agreed with them.

7.4 Notwithstanding Article 7.3, a State Party may interrupt the Project Activities in
its Territory-only to the extent:and for the. length of time necessary to remove a Hazard, or
10 require the Nabucco Companies to remove the Hazard if it directly arises from Project
Activities. In the event of a Hazard, whether or not. it interrupts Project Activities, the
State Party shall provide without undue delay all necessary information to the-other States
Partics. The non-performance of any supply or Trarsportation Contract can neither
constitute an Hazard nor-¢atise-an Hazard to occur,

7.5  States Parties shall use all lawful and reasonable endeavours to-reniove or avoid
Impediments. The non-performance of any supply-or Transportation Contract can neither
constitute an Impediment nor cause an Impediment to pecur. -

7.6 If any other event ocours or any other situation arises which mmpts curtails, or
otherwise réstricts Project Activities, ap“Interryption” for the purpose of this Aiicle, the
State Party in, or in respect of whose Territoryv the relevant Intertuption ‘:a§ arisen, shall
give notice to the other Statés Parties-and.to. Nabucco International Company without
undue delay, and will use all }awiul and reasonable endeavours to remove the reasons
underlying such interruption and to promeote: resicration of such Project Activities at the

earliest pessible opportunity.

ARTICLE 8

8.1 The States Parties shall ensure that the Nabucce National Companies ben:fit from a
Iegal and regulaiory regime that allows them to-have ‘ownership and operating rights ¢-ver
their respective sections of the INabuceo Project and ull other assess intetided to be uszd
for the Project within the respective Temitones within the limits of Article 3 above,
subject to-any sector spécific legislation or other geperal legal requirements.

11
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8.2 The States Parties shall:

a. enable the creation and operation of the Nabucco Companies within their jurisdiction
allowing them to.obtain the licences necessary for the Project Activities; and

b. enable the Shareholders to own all of the shares of Nabucco Interrational Company
and Nabucco International Company to own all of the shares of the Nabucco Nationa
Companies.

8.3 The States Parties shall ensure that the Nabucco National Companies bénefit from ¢
legal and regulatory regime that allows them to transfér their marketing riglits anc
Transportation capacity to Nabucco Interrational Company under ‘a generd
Transportation agreement.

8.4 To facilitate capacity management of the Nabucco Prajéct, the States Parties ‘shall
endeavour that the Nabucco Companies benefit froni a legal and regulatory regime thai
allows them te carry out harmonised capacity management on the whole length of the
Nabucco Project.

8.5 Each State Party agrees to ensure that the Nabucco Companies shall have the legal
entitiement conferred on them under the law applicable in its Territory to enter into and
fulfil commitments t¢ sell, allocate and reallceate capacity in-and sell gas transportation
services through the Nabucco Project in the ‘manner described in Article 3 of the
Agreement

8.6. The States Parties shall ensure that where it is intended by the Sharebolders and
permitted under the law applicable in the relevant State, ‘the local opsration and
maintenance sub-contractor witl be the respective Sharcholder in the relevant pipeline
section.

ARTICLE 9

9.1 The realisation of the Project defined in Article 1.3 may be facilitated by using any
uncontracted or free capacity in existing or planned new infrastructure if the Nabucen
Committee agrees upon a Substitution Proposal pursuant to the procedute sei oui in
Article 12.3. Any Substitution Proposal shall be limited in time and geography and shall
be restrictively interpreted.

Nabucco International Cempmy may determine that there exists, of may exist,
uncontracted or free ca?aclty in exxstmg or planned new infrastructure from the Initial

Entry Points to-Baumgarten.

Before the date on which. the: Nabueco Project is put into initial operation, Nabucco
International Company may, in agreement with the tramsmission system operator
concerned, notify and then implement a Substitution Proposal of defined duration to the
Nabucco Commuttee referred to in Article 12. The Committee will examine expeditiously

12
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all Substitution Proposals with the aim of facilitating the early start'and implementation
of the first stage of the Nabucco Project.

After the third anniversary of the date on which the Nabucco Project is put into initial
operation, the Nabucco Commiittee ‘shall examine expeditiously and decide on any
Substitution Proposal.

9.2 The 3tates Parties- agree that any terms and conditions, including the
Transportation tariff, applicable to- uncontracted or five capacity in existing or planned
new infrastructure covered by a Substitution Proposal shall be subject to the jurisdiction
of the relevant State Party Authority and shall have a fixed term. The Siate Party
Authority must give jts.assent to any specifie regime unposed or specuﬁr fiie general
Transportatios regime to be-applied befors the Substitution Proposal in Articie 9.1 sab-

paragraph 1 is'made.

ARTICLE 10

10.1  Each State Party shall endeavour to facilitate either the concession, the grant, or
the acquisition of Land Righis necessary for the realisation of the iject under fair,
transparent, legally enforceable, commercial terms ard conditions.

10.2  Each Statc Party shall cooperate dgomdlw,e with the other States Parties and
the Nabucce Companies in the application of relevant echitical, safety and epvirorimental
standards. '

ARTICLE 11

11.1 Each State Party shall ensure that the tax trestment of the cespective resident
Nabucco Company with: réspect to any part of the Project Activities will be no less
favourable than that applicable to other tesidents, to other domestic entrepreneurs or
comparable cross-border Natural Gas pipeline projects in the same circumstances under
its generally applicable tax legislation and that the tax treatment is otherwise in
accordance with any terms specifically agreed ifv the applicable Pro;ect Support
Agreement.

11.2 Notwithstanding the provisions of paragraph 7, with respect to any part of the
Project Activities, the aggregate amount of net revenue generated by the Nabucco
International Company (gross revenues. less original costs of the Nabusco:International
Company) shail be attributed for the purpose of assessing the tax entitlements to the
States Parties based on the proportional share of each State Party in the total Jength:of the

Nabucco Pipeline System. ‘

13
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11.3 Dividends distributed by the Nabuceo National Company established in Turkey to
Nabucco International Company shall be exempt from withholding tax. Dividends
distributed by the Nabucco International Corapany to its Sharehoider incorporated in
Turkey shatl be exempt from withhoelding tax. '

11.4 Dividends received by the Nabucce International Company from the Nabuceo-
National Companies shall be exempt from any profit tax, income tax, any personal and
corporate tax or any tax which has similar effect of these taxes in Aystria. Dividends
distributed by the Nabucco International Company to its' Shareholder incorporated in
Turkey shall be exempt from any profit tax, income tax, any personal and corporate tax or
any tax which has similar efféct of these taxesin Turkey.

ARTICLE (2

12.1 The States Parties shall without delay consalt each other in order to- provide
promipt and effective assistance on the implementation of the Nabucco Project as wellas
to resolve in good faith any comphcatzens, issues, problemis, disputes or distuptions
within the sense of Article 1.2, that may-arise in connection with the Agreement, or to
discuss any matter relating tothe interpretation and application of the Agreement.

To this end, the States Parties hereby establish a Nabuceo Commiittee consisting of one
(1) representative from each State Party {0 eversee, compﬁancc with and facilitate the
application of the Agreement.

The representative shiall be fully authorized and empowered by the respective State Party
to act on its behalf with regard to any matter properly brought before the: Nabucco
Commiittee’in respect of the Project.

The Federal Republic of Germany, the European Ifivestinent Bank, the Evropean Bank for
Reconstruction' and Development, and the European Commission, as well as Nabucco
International Company, may participate in the Nabucco Committee with observer status
and may attend any regular meetitigs of the NabncoorCommiﬁee.

The Nabucco Comumittee shall witheut undue &elay adopt its rules of procedure by
consensus.

12.2.  The States Pasties shall co-operate 1o give efféct to the Agreementthrough regular
discussion and exchange of information, This obhgation shall extend to the exchange of
information necessary for the regulatory tasks in Article 3 to be implemented by each
State Party.

States Parties shall inform ‘and consult and shall regularly exchange information on the
status and development of the Projectusing the Nabucco Commiittee.
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12.3 The Nabucco Commiittee may décﬂiegyvgdmﬁﬂmy to implement a Substitution
Proposal pursuant to Article 9 above. Variation of a Substitution Proposal once adopted
must also be agreed unanimously.

124  The Nabucce Committee shall take any decision on aproposal to add a new Initial
Entry Point by unanitnity. The exact location of the Initial Entry Points at:the respective
borders.is subject to the standard permitting and related authorisation procedures.

ARTICEE 13

13.1  The Nabucco Committee shall adopt detailed rules relating to the settlement of
disputes. The Nabucco Committee may establish time: limits for the ad hoc Hibunal
procedure described below.

Disputes between States Parties relating to the: Agreement may be brought before the
Nabucco Committee. If an amicable solution to.a dispute has not been achieved after a
ninety (90) day period after the initial consideration in the Nabucco Committee, then, in -
the sole discretion of a State Party, and regardiess of the status of any consultations
pursuant to the Agreement, that State Party may, upon written notice to the other States
Parties, submit the matter for final and binding resolution to an ad hoc tribunal under this
Atticle.

13.2  Each State Party shall consult in good faith through the Nabucco Committee with
the other States Pardes in the event either of any change to-the international or Eutopean
Union legislative framework, or of a proposal to change the natiohal legislative
framework, that has an actual effect on the Agreement or the rights and obligations
contamee therein.

In the event that a State Party identifies an incompatibility between the Agreement and
another agreement concluded by a State Party, ora legislative change that affects the
rights and -obligations contained in the Agreement, the States Parties shall use their best
endeavours to' conclude a satisfactory adjustment to the Agreement. If a satisfactory
adjustment to the Agreement cannot be concluded, then for as long as any State Party
does not ccomply with a requement of the Agreement dae to the identificd
incompatibilify or relevant change ta the international or European Ution legislative
framework, the other States Parties shall be free under the Agreement ‘to decling to
comply with' the requirement directly affected by the identified iricompatibility or

relevant change to the same extent.

133 The last sentence of Article 13.2 chali not apply as between States Parties which
are Member States of the European Uniogl

13.4 Motwithstanding the above, duriig 2 dispute the' States Parties shail continue to
:o-operate and implzment the Agreemient until its final vesoiution.
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13.5 An «ad hoc wibunal shall be constituted and shall conduct proceedings in
accordance with the dispute resolution provisions contained in Asticle 27(3) of the Energy
Charter Treaty 1994, applying those dispute resolution provisions mutatis mutandis to the
Agreement,

By derogation to the foregoing, no issue that relates to the implementation of the
competition and state aid rules of the Eyropean Unicn, in respect of theit application on
the Territory of the States Parties that are Member States of the European Union, may be
teferred to the ad hoc tribunal by any State Party. This shall not prevent the Republic of
Turkey to bring any alleged infringement of European Union law by a State Party which
is also a Member State of the Furopean Union to the attention of the .Fumpean

Comimission.

Compliance with Furopean Community law shall not ‘constituté a viotation of the
Agreement. Any term. or concept used in the Agreement that is derived from Eufopean
Community law shall be interpreted ‘in conformity with: thie case law of the Cowrt of
Justice or the Court of First Instance of the Eurdpean Communities. Where no such case
law exists it is understood that any interpretation of a term or concept derived from
European Cemmusnity law shall not prejudice - any mte:pretauon of the acquis
communavtaire by the Court of Justice or the Court of First Instance at a later stage.

ARTICLE 14

14.1 The Agréemient shall enter ifto fowe on. the first ‘day of the second. mcmth
following the date of reception by the depositary through diplomatic charmgis of the jast
writien notification by States Parties of the coripletion ‘of the relevant lefgai procedures
necessary for the entry into force of the Agreement.

Within 30 days from the entry into force of the Agréement ‘the depositary shall
communicate this to-the other States Parties and convene. the first Nabucco'Committee
meeting.

142 The Agreement may be amended and supplemented upon mutual agreement of all
States Parties. All amendments and :supplements shall be setfled in a separate Protocol
which shall form an integral part of the Agreement and which shall enter into force
according to the provisions of this Atticle.

14.3 The Agreement is governed by public/intémational law.
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APRTICLE 15

15.1 The Agreement shall terminate after fifty (50) years afler its-entry inte force. -

15.2 With reférence to the apphcanorx of the Agreement, States Parties shall use the
English language.

15.3 The Annexto the Agreement formis an intégral parthereto

154 The Agreement shall be signed in five originals in the English Langtiage. The
Republic of Turkey shall act as'depositary to the —’& ,reemem. ‘ )

In witness whireof, the undersigned, being duly authorized thercfo, have signed the
Agreement

Signed on 13 July 2009 in Ankara, Turkey.
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FOR THE REPUBLIC OF AUSTRIA
"Wdthef FAYMA

Federal Chance

FOR THE REPUBLIC OF BULGARM

[ e ]

: -
Sergei STANIS:IEV

Prime Minister

FOR THE REPUBLIC OF HUNGARY

Prime Minister

FOR ROMANIA

Emil BOC
Prime Mipister

FOR THE REPUBLIC OF TURKEY

Recep Tayyip ERDOGA
Prime Minister
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Annex to:the Nabucco Agreement

Expanded Principles of Article 3.3 of the Nabucco Agreement

1. 50% RESERVED CAPACITY FOR SHAREHOLDERS (EXPANDING THE PERMISSION
SET OUT IN ARTICLE 3.3 OF THE NABUCCO AGREEMENT)

Each State Party shall permit that in its Territory Nabucco Intérnational Company V\ali
reledse its capacity on a long-term basis, leaving; however, parts of the capacity also. for
short-term contracts. Bach State Party-shall permit that Nabueco International C@mpany
will enter into capacity contracts with both (i) Shareholders, their affiliated conipanies or
their assignees; and/or (i) third party entities. ,

2. CAPACITY ALLOCATION PROCEDURES (EXPANDING THE PRINCIPLE SET OUT IN
ARTICLE 3.3.1 OF THE NABUCCO AGREEMENT)

2.1. General Principles

The States Parties shall permit Nabuceo International Companyto-implement and publish
mechanisms to allocate capacity both to Shareholders and third parties on a wansparent
and non discriminatory basis inorder to give effect inter alia to the following objectives

a) facilitating the development of competition and liguid trading of capacity,

b) providing: appropriate economic signals for efficient and ‘maxiroum' use of -
technieal capacity-and facilitating investment in new infrastructure, and

¢) avoiding undue batriers to entry and impediments to markat participants,
including new entrants and small players.

Without prejudice to the-capacity expansion requirements of Article 3.3.3 of the Nabucco
Agreement, the States Patties ‘shall permit that transportation capacity will be offered
through an Open Season under which qualifying Shlppers will be able to bid to book
capacxty R

Shippers will have the right to book Reserved Capacity from entry points to defined exit
points on the Nabucco Project. Nabucco Internatiorial Company's determination of entrv
and/or exit points shall, among' other things, take inte dccount economic, financial and
technical feasibility.

2.2. Open Season

The States Parties shall permit that the Open Seasor is:performed pursuant to provedures
published by Nabucco: International Company on its website ahead of the start of the
Open Season; and such Open Season shall ensure that objective, transparent arnd non-
discriminatory conditions apply ‘to all Shippers (including third party eiitities and
Shareholders, their affiliated compamcs and/or their assignees) that qualify te take parin
the:Open Season.
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The invitation to tender would stipulate the available iechnical total capacity to be
allocated, the number and size of lots, as well as the allocatioh procedure in case of an
excess of demand over supply. Both firm and interruptible trazisportation capacity would
be offered on an annual and monthly basis. The invitation to tender would be published,
at the cost of Nabuceo International Company, in the Official Gazette of each Svate Party
and the Official Journal of the Eurepean Union and the allocation process would be fair
and non-discriminatory.

The Open Season shall be carried out in two steps. In a first step, only the Shareholders,
their affiliated companies and their assignees can apply. In the second step, all market
participants, including the Shareholders, their affiliated companies and their assignees tan
apply. If after the second step not all capacity has been allocated, there wili be a third
Open Season to allocate ‘the ‘remaining capacity. Afteér each step of the Open Season
Nabueco International Company shall provide to all relevant State Party Authorities a list
of the companies which have reserved capacities of the Nabucco: Proect.

3. 'RELEASE OF UNUTILISED CAPACITY (EXPANDING PRINCIFLE SET OUT IN
ARTICLE 3.3.2 OF THE NABUCCO AGREEMENT)

Each State Party shall permit that in its Territory Nabucco International Company re-
utilises unused Reserved Capacity by allowing Shippers whe wish to re-sell or sublet
their unused Reserved Capacity on the secondary marketto do so in-accordance with their
contracts.

Where Reserved Capacity remains unused and Confractual Congestion occurs, this
unused Reserved Capacity shall be made avaiiable to the primaty market in-accordance
with “Use-itsor-lose-it principles” (“UIOLP"). Deétailed procedures to be applied for re-
utilisation of unused Reserved Capacities shall be included in. the Transportation
Contracts that Nabuicco International Company offers to Shippers. These disill be devised
in co-operation with and submitted for prior approval to - the ‘relevaut ‘State  Party
Authority.

Starting from the completion of the first full calendar year of operation of the Nabucco
Project -onwards, each. State Party-shall permit that in its Territory Nabucco Intérnational
Company sells a portien of the Technical Capacity as interruptible capacity, via a bulletin
board on the internet, pursuatit to the historical flow and pomination data, provided that:

There is Contractual Congestion of Reserved Capacity whxch has been sold
on 4 firm basis but which:is not being used; and

The probability of non-interruption of capacity sold on an interruptible
basis for the upcoming calendar yeaiis at least nibiety (90) pércent.

The sale of Reserved Capacity on the bulletin board shall not affect the original Reserved
Capacity holder’s obligation. under the Transportation Contracts, to pay Nabucce
International Company for that Reserved Capacity. The original Reserved Capacity holder
shall not Jose his Reserved Capaclty rights and shall still be entitled to use his Reserved
Capacity contracted for in full, via the Nomination process. The revenues gerierated by
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any marketing’ of the. UIOLI-capacity 6n ah interfuptible basis shall be entirely for
Nabucco International Company.

The States Parties shall permit that Nabucco International Company; which shall estimate
expected flows based on the Nomination process, fo make available the difference
between the firm capacity committed and the nominated capacity to the matket as
interruptible capacity, on a short-term day-ahead basis. _

If the original Reserved Capacity ,holdgf pominates capacity which Nabucco International
Company has remarketed, Shippers: who have purchased such UIOLl-interruptibi¢
capacity shall be interrupted.

Any Shipper, which has centracted for capacity on an ‘interruptible’ basis. shall be
informed. in advance by Nabucco International Company if it is to be subject to
interruption because the original Reserved Capacity hoider has nominated some-or all of
its contractually committed capacity. An interruptible Shipper shall ‘have no right to reject
this jnterruption.

4. TARIFF METHODOLOGY. (EXPANDING THE PERMISSION SET OUT IN ARTICLE 3.3
OF THE NABUCCO - AGREEMENT)

4.1. Principles for tariffs

Each State Party shall permit that for the capacity sold Nabueco International Company
will enter into Traiisportation Contracts with Shippers under which Shippers pay raonthly
Capacity Payments (in Euro) which are determined according to .the Hllowing
methodology. Bach Transportation ‘Contract will apply- that methodology to the volume,
distance, time, duration, Seasonality invelved and to the firm, interruptible and other
characteristics of the services provided. The Transportation Contract will.alse specify
other adjustments to the charges payable by Shippers in case of late piyment, early
termination, change in law etc.

The following tariff methodology shall be applied:

1) Capacity Payments: shall be calculated as the relevant tariff stipulated for the
relevant 'year, multiplied by the volume of Reserved Capacity that such Shipper
has contracted (expressed. as (Nm*(0°C)/h)), multiplied by the distance of such
capacity booking (distance is calculated:as the distance (in km) between'the entry
point on the pipeline that the Shipper has committed to deliver gas to, and the exit
point on the pipeline that the Shipper hds reduested Nabucco International
Corapany to.deliver the.gas to)..For clanﬁca&oﬂ. the. following formula defines

the monthly Capacity Payment:
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2)

3

—

, _ F*T,*d

P m = 12 . , where:

fi = ‘Shipper contracted capacity volume {(expressed as hourly flow tate of
gas)

d = distance expressed in km (between Shipper contracted entry and exit
point)

Pn = Payment for Transportation-Servises in Euro/Monsh

T = the adjusted transportation tariff for year “n”, in EURO / (Nm* /hy¥kra)
ly.

Further details of the current version of the tariff formula-are set out beicw and
Nabucco International Company and the Nazonal Nabucco €ompanies shal apply
these for use in the Open Season, other capacity alfocation procedures and in the
definitive Transportation Cantracts:

Tariff: The tariff shall be distance-related and (expréessed in. ELR /
((Nm*(0°C)/Hy*km) / y.), which means that the tariff shall be uniform and apply
for all sections of the pipeline. Once the tariff is-defined, it shall be escalated on
1st October of every year againsta defined tariff escalation formula to be set out
in the long-term Transportation Contracts between Nabuceo International

Company and Shippers.

The tariff shall exclude any Taxes, duties orizvies of a similas: ‘nagyre. These shall
be levied by Nabucco Intenational Company on the Sinpper df the same are levied
on Nabucce International Company for the provision of the Transporta:mn'
Services.

Tariff calculation; The. final tariff paid by the. mdlﬁ;dual Shippers shall be derived
frem a tariff methodology. In formulating the tariff methodology, and therefors
the final tanﬁ‘ the following factors and cbjectives shall be: abserved. .

a. recovery of efficiently incurred costs;. nchiding aﬂpmpnate return on
investment; facilitate efficient gas trade ‘and cempmfmn while at the same
time avoiding cross-subsidies between Shippers; promote efficient use of the
vetwork and provide for appropriats. incemiVes on’new iuvastments*

b. taking into -account the: afiount of capacity contracted for by Shippers which
shail reflect the duration of Transportation Contracts, the load factor, the
dislance of transportation (expressed in EUR / ((Nm*(0°C)/h)*km} / v.), the
capital investment per capacity unit and volumes etc.; )

c. that reverse flows shall be defined by reférence to the direction of the
predominant physical flows in the Nabucco Pipeline System. In case of
Contractual Congestion, specific tariffs shall be applied for reverse flows:
Nabucco International Company nay:not adopt any charging principles and/er
tafiff structures' that in any way ‘testrict market liquidity or distort the marker -
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‘ortrading across borders of different Transmission System Operator systems
or hamper system enhancements- and mtagrtv of any svsiem to which the
Nabucco Pipeline System is connected.

42. Tariff Methodology for Calculation of the Tariff

The States Parties shall permit Nabucce International Company to receive Capacity.
Payments from Shippers for offering Transportation Services that will inter-alia allow it
to recover the following types of investment and operating costs that it will incur by
constructing, operating and maintaining the Nabucco Pipeline Systen:

¢ Capital Expenditure (“CAPEX”) incumed by Nahucco Interpationzl Company in
constructing the pipeline: sach as taw foaterial costs: {e.g: steel), eqalmﬁnt costs-{e:z:
‘compressor costs), appropriate depreciation-and capital costs reflecting tae investrient
cost (on the assumption that CAPEX is dcpma’ssd over 23 yeats);

* Qperating Expenditune (“OPEXY) will include. a mixture of fixed and vanable co5ts
reflecting Nabuceo International Company’s on-gomng operaticn of the pipeline.
Additionaily, OPEX such as fuel gas costs, associated snvironmental costs (such as the
purchase.of any apphcablc carbon ernission pertnit allowances, or equivalent cost, that
may be levied on Nabucco International Company in any of the transit states), and any
rental expenditures incuired ‘by Nabucco’ Mternafional Company for the use of any
other pipeline systems that'could be cornected to'the Nabucco Project to-enable sarlier
operation of the Nabucco' Pro}ea

« Ecenomic costs incurred by Nabucco International Company in maiiaging s busiliéss
such as inflation, wage inflation, interest rates and other costs rPlateci to the financing
of the Nabucco Project.

For calculation of tariffs the capacities-sold on a long term (i.e. 25 years) shml be used as
basis.

The States Parties shall permit -that the tariff m‘eﬁ;odologjy takes ‘in. particular into
consideration the fact that the:investment costs for constructing the Nabucce Pipeline
System- will te funded from a mixture. of equity coniributions from Sharehslders, arnd
debt by means of recemng loans from ienders and other financial institutions: providing
deht finance, .

‘4.3. Further cqmideraﬁousac;oncemingfapaeﬂy Payments, ‘i?aﬁf?t
The tariff'shall give effect to the following additional factors:

Daration of Transportation Contract and incentives: For tariff setting the duration of the
Transportation. Contract shall be taken into account. Given- the: importance to the
economic feasibility of the project of enstwing that capacity is booked by Shippers for as
long a contractual period as possible, an incentive structure shall ‘be ‘included in the
Capacity Payment calculation to' incentivise Shippers 1o book capacity long-term (e.g.
scaled reduction to Capacity Pdyment to reward contracts of longer duration). Tijsé
factors shall be calculated on a 25 yéars contacts term basis. The time factors t%
peak-period) shall be: 1 for the standard term of 25 years contrdct, then increase Tifasy
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up to a factor-of 1.20.for the contract duration of 10 years; then increase lineariy upto a
factor of 4 for a one day-contract.

Impact of seasonal gas demand on short-term Transportation Contracts: For ghort-term
Trapsportation Contracts.(h.¢..duration of one day up to one year less one day), Capacity
Payments' shall also reflect seasonal demand for shorteriterm Transportation and #ie
 resulting load factors for the pipeline such that there shall, for example, be transparent
and pre-defined surcharges for daily Transportation Contracts concluded during winter
morths where demand can be expected to be higher (so that there will be a kigher load
factor on the pipeline), and lower surcharges-for daily Transportation: Contracts concluded
during the summer months (where demand can be expected to be lower so that there will
be a lower load factor on the pipeline). Seasonality factors shall be; 150% sumharge for
daily contracts per day for tht period November — March {(peak season) and 75%
surcharge for October and for April (shoulder season} and no.surcharge. for off peak

period (May September).
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