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Forward

The confirmation of significant quantities of hydrocarbons in Cyprus, (the Levantine
Basin, the Nile Delta Cone, the Eratosthenes Continental Block and the Herodotus

Basin) may prove to be a tremendous opportunity not only for the island but for the EU C

as a whole. The U.S. Geological Survey estimates that the aforementioned areas hold yprUS,

an estimated 13.8 trillion cubic meters (tcm) of natural gas. Also as per the

BEI C|l P/ FRANLAB and the I|Institut Francal s dtagytarrante,edhe Cy
Economic Zone alone holds an estimated 3 tcm of natural gas. prl mary natu ral
Cyprus — an EU member country, strategically located in the Eastern Mediterranean is

a long established international business and financial center with the lowest corporate gaS SOurce and

tax in the EU and about 50 double tax treaties; an established gateway to the world of i

International trade with tested legislation and more than adequate infrastructure of all tranSIt rOUte tO

sorts — has now the potential to becoming a guaranteed primary natural gas source the EU’)

and transit route to the EU.

Can Cyprus become a guaranteed primary gas source and transit route to the EU?

@




Why Natural Gas?

Natural gas (NG) is the cleanest-burning
conventional fuel leading to lower emissions
of greenhouse gases and local pollutants.

Fossil Fuel Emission Levels —
Pounds per Billion Btu of Energy Input

The factors that drive natural gas demand
and supply increasingly point to a future In

NG Is a

which natural gas plays a fundamental role in Carbon Dioxide 164.000 | 208.000 f

- evi ’ ’ undamental
thet_global Ienberlgy mix andltct>_ achlgl\/lgglthe St e - -
optimum global energy solution. Globa ) )

o . \ Oxid

uncertainties afflicting the energy sector can 'trogen_ f(' ©s 448 457 com pOnen’[
be seen as opportunities for natural gas. Suliur Dioxide 1,122 | 2,591 Of the IObaI
It can help to diversify energy supply, and so Particulates 84 2,744 g
Improve energy security. It can provide the Mercury 0007 | 0.016 :
flexibility and back-up capacity needed as energy MIX

more variable capacity comes on-line in SIOUITEE: eI SRS WaEngy
power generation.




NG vs. LNG

Natural gas (NG) is a mixture of hydrocarbon and small quantities of non-
hydrocarbons that exists either in the gaseous phase or is in solution in crude oill
In natural underground reservoirs, and which is gaseous at atmospheric
conditions of pressure and temperature.

To transport NG, located far out at sea or in remote regions when laying pipeline
would not be technically or economically feasible, it is converted into liquefied
natural gas (LNG). LNG is natural methane gas that has been chilled to -160°C.
This chilling process, known as liquefaction, takes place in specialized facilities
and condenses the gas to 1/600™" of its previous volume. This makes it easier to
ship safely and efficiently aboard LNG tanker vessels.

After arriving at its destination, LNG, Is frequently stored as liquid in specially
engineered tanks. For further processing, it is warmed to 0°C, which returns it to

Its gaseous state.
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LNG Is natural

gas that has been
chilled to -160°C.
This process,
liguefaction,
condenses the
gas to 1/600t of
Its volume




The Golden Age of Gas

The International Energy Agency (IEA)

forecasts that by 2035:
- World energy demand
A Global primary natural gas demand will by fuel

., amount to 5.1 tcm;
A An increase in production equivalent to

Gas-supply

about three times the current production of e = B = InfraS’[FUC’[ure
Russia will be required to simply meet the Coal T T :
A growth in gas demand; il 4,059 | 33 | 4,543 | 27 by 2035 IS
Cumulative investment in gas-supply
. Infrastructure will be around €6.2 trillion; Nuclear 712 6 1,196 7 expeCted tO
A Trade between the main world regions will Hydro 276 2 477 3 rea Ch
more than double, with the increase of Biomass 1,225 10 1,944 12
around 620 bcm split evenly between Other renewables | 89 1 697 4 “11:
< pipe”ne gas and LNG; Source: International Energy Agency :€6 : 2 trl I I Ion

A Natural gas production will increase
significantly in all regions except Europe.
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EU and Natural Gas

According to Eurogas the share of natural gas in
the EU Is expected to reach 30% of the primary

energy consumption in 2030 while demand for EU27 -
the same period will increase by 43%. Natural Gas demand outlook by sector EU27
Domestic production however will decrease. At _ Natu ral G as
end-2010, European production accounted for gOngg}ggﬂﬁgl 180 | 187 | 191 | 193 | 194
O L] n |
59% of supplies to EU gas markets and Is ndustry o8 | 137 | 125 | 150 | 156 demand 1N

expected to drop to a third by 2020 and to a _
further quarter by 2030. By 2015 a substantial _ 2030 will

gap emerges between demand and supply Others 203 | 535 | 578 | 603 | 625 _
coming from European production or imported Increase by

43%

: : S : E
The European gas industry must focus its gas DRSSO

procurement especially for the period after 2015.
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EU and Natural Gas

For the depending on imports European natural gas
Industry, the sufficient gas reserves available in the
medium to long run are in countries which are NOT so
accessible In terms of transmission distances or exist
In fields that are increasingly difficult to develop (with
the consequence of rising production and transport
Costs).

Taking into account the growing gas demand
worldwide and the decreasing indigenous production
In Europe, it will require huge efforts and substantial
Investments of the suppliers to mobilize this gas In
time. Besides, when assessing supply options, it has
to be kept in mind that competition for supply will
become far stiffer especially from North America and
the emerging economies of South-East Asia.

EU27 —
Import dependency from outside Europe
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the medium
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Introduction

The vulnerability of the EU to energy supply risks Is a fact but this Cyprus —

can be no more. If the most conservative data is taken into account Physiography of the Eastern Mediterranean
In regard to the natural gas reserves discovered in the exclusive
economic zone (EEZ) of Cyprus and its immediate region in the
Eastern Mediterranean, for the first time ever in European energy
history, the EU Is guaranteed an uninterrupted supply of a traditional
energy source.

The area within the Cyprus EEZ which was set as an exploration v
area occupi es 51, Gdxasflernlkcanst of the island. h e o
The area has been divided into 13 exploration blocks that are
situated in the N.E. Levantine Basin, and partly in the Herodotus |
Basin, adjacent to the Nile Delta Cone and covering the —
Eratosthenes Sea Mount. The Florence Ridge is to the North West Topogrohy Svababymey
of the exploration blocks, the Mediterranean Ridge to the West and L T T

the Latakia Ridge to the East.

Source: Ifremer-CIESM




Licensing for Exploration

In 2007 the 15t licensing round for exploration was conducted. One Cyprus —

license was awarded to Noble Energy International Limited for block Hydrocarbon Exploration Blocks
12 (or Aphrodite). A production sharing contract was signed with the
Republic of Cyprus in 2008 and the company commenced
exploratory drilling in September 2011 about 160 km offshore

Cyprus. © ©

The 2" [icensing round for exploration is expected to be announced
In the beginning of 2012. Candidate companies would then have
three months to submit their proposals. Government of Cyprus
consultants would subsequently short-list companies and make
recommendations to the Minister of Commerce, Industry and
Tourism (the energy minister), before the cabinet will take any final
decision.

Source: Republic of Cyprus Ministry of Commerce, Industry and Tourism
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http://www.pwc.com/cy/en/publications/eum/appendixv/model_production_sharing_contract.pdf
http://www.pwc.com/cy/en/publications/eum/appendixv/guidance_note.pdf

Surveys & Reports

Relevant seismic surveys have been carried out by Petroleum Geo-

Services (PGS) between 2006 and 2008 containing a considerable Mr. Per Helge Semb

amount of data. The fully processed lines of the surveys conducted by m‘{giﬂg;tME & CIS =
P,GS are available for purchase from PGS: Petroleum GeeServices, Marine EAME //,//,
A licap Cymaooy ey
A mggg : gizgggg Email: per.helge.semb@pgs.com

Relevant interpretation reports have been prepared by Beicip-Franlab —

and the Energy Service of the Ministry of Commerce, Industry and '\D/'irr-e%%?”E'ﬁgfg;”gervice

Tourism of the Republic of Cyprus (MOCIT). These interpretation reports Ministry of Commerce, Industry & Tourism

can be purchased from the MOCIT for €35,000: Republic of Cyprus -»
A\ 2D Interpretation report (2009); le'i_+33557722224§(§943§§4
A 3D Interpretation report (2008); Eﬁén: skassinis@mMmcit.gov.cy

A 2D Interpretation report (2007).

@


http://www.pgs.com/
http://www.mcit.gov.cy/mcit/mcit.nsf/dmlhexploration_en/dmlhexploration_en?OpenDocument

Bilateral Agreements

Under the United Nations Convention on Law of the Sea of 10 MC2D - CYP2008
December 1982 (UNCLOS), Cyprus has signed the bilateral agreements
with neighboring countries for the delimitation of their EEZSs:

A February 2003
. Delimitation agreement of the EEZ with Egypit.

A May 2006 =0
Framework agreement concerning the development of cross-median ; =

. line hydrocarbon resources with Egypt. : : <

A May 2006

. Confidentiality agreement with Egypt. =SS e,

A January 2007 : ==s?]”;hﬁ-

. Delimitation agreement of the EEZ with Lebanon.

A December 2010

. Delimitation of the EEZ with Israel.

A January 2012 =1
Agreement for hydrocarbon co-exploration with Egypt. Source: Petroleum Geo-Services ASA




Laws & Regulations

Hydrocarbon exploration and exploitation of the territorial waters, the
continental shelf and the EEZ of the Republic of Cyprus are governed by
the following laws and regulations:

A The Hydrocarbons (Prospection, Exploration and Exploitation) Law

. of 2007 (No.4(1)/2007) & Suppl. IlI(1) Regulations 2007 and 2009. © ©
A The Hydrocarbons (Prospection, Exploration and Exploitation)

. Regulations of 2007 and 2009 (N0.51/2007 and N0.113/2009). ® © ©®
A The Contiguous Zone Law (2004). ©
A The EU Directive 2001/42/EC. ©

A The EU Directive 94/22/EC (2004). ®

A Strategic Environmental Assessment concerning hydrocarbon

. activities within the EEZ of Cyprus (2008). ©

A UNCLOS 1982/ The Declaration of the EEZ Law (2004). ©

A Law for the Regulation of the Natural Gas Market (2004). ©® © ©

MC2D - CYP2006
by Petroleum Geo-Services

Source: Petroleum Geo-Services ASA



http://faolex.fao.org/docs/pdf/cyp50919E.pdf
http://www.mcit.gov.cy/mcit/mcit.nsf/All/A6D222B09D72E659C2257441002EE9BE/$file/Law 4(I)_2007 (english).pdf
http://www.mcit.gov.cy/mcit/mcit.nsf/0/A6D222B09D72E659C2257441002EE9BE/$file/Regulations 2007_2009 (english).pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2001:197:0030:0037:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31994L0022:EN:HTML
http://www.un.org/depts/los/convention_agreements/texts/unclos/UNCLOS-TOC.htm
http://www.mcit.gov.cy/mcit/mcit.nsf/All/C0FEAAF63F3DB362C22574D600456349/$file/SEA.pdf
http://www.eac.com.cy/EN/Documents/Nomos_Rythmisis_Agoras_Fysikou_Aerioun_183_2004.pdf
http://www.eac.com.cy/EN/Documents/Nomos_Rythmisis_Agoras_Fysikou_Aerioun_Tropopoiitikos_2007.pdf
http://www.eac.com.cy/EN/Documents/Nomos_Rythmisis_Agoras_Fysikou_Aerioun_Tropopoiitikos_2006.pdf
http://www.mcit.gov.cy/mcit/mcit.nsf/All/A6D222B09D72E659C2257441002EE9BE/$file/Regulations_51.2007_(greek).pdf
http://www.mcit.gov.cy/mcit/mcit.nsf/All/A6D222B09D72E659C2257441002EE9BE/$file/Regulations_113.2009_(greek).pdf
http://www.mcit.gov.cy/mcit/mcit.nsf/All/A6D222B09D72E659C2257441002EE9BE/$file/Regulations 2007_2009 (english).pdf

Cyprus Energy Center

Cyprus is in the process of developing an energy center at Vasilikos in the prefecture of C rus

Larnaca (South coast of the island). The Energy Center is envisaged to comprise: yp ]

A An onshore LNG import, storage and regasification terminal: a ReglOnaI
A An oil products import, storage (for both operational and strategic reserves);

A A handling/distribution depot; Energy H U b
A A liguefaction plant; .

A A methanol plant. 1N the

Electricity Authority Cyprus (EAC) has invited applications for expression of interest, for mak' ng

participation and investment in the LNG company responsible for the development, financing,
operation and management of the Vasilikos LNG terminal.

A separate entity, DEFA (Public Company for Natural Gas), which is jointly owned by the EAC
and the Government of Cyprus, will be responsible for the import and distribution of the gas.
DEFA has already announced for the Call for Tenders for the Provision of Engineering
Consultancy Services for the Development of a Gas Pipeline Network. ©

-



http://www.eac.com.cy/EN/LNG/Documents/DEFA_006_2010_Announcement_EN.pdf
mailto:defa@eac.com.cy

Solution to EU NG shortage

The annual NG consumption of the EU amounts
to about 500 bcm. Almost half of it is imported
from Russia, 160 bcm from Algeria and 90 bcm
from Libya. By 2020 the demand for natural gas
In Europe will increase by another 225 bcm. The
total energy deficit (Oil & Gas) of the EU will
therefore reach 845 bcm. These EU requirements
for NG can neither be satisfied by Russia — which
has 44 tcm of NG resources and an annual
production of 600 bcm — as 2/3 of its reserves
and production are allocated for domestic uses,
nor by Algeria and Libya as their reserves
amount to only 6.2 tcm. Now however, the
demand deficit can be satisfied from the newly
discovered and expected NG deposits of the
Eastern Mediterranean.

MC3D - CYP2007
by Petroleum Geo-Services

Source: Petroleum Geo-Services ASA

The deposits
of NG In the
Eastern
Mediterranean
satisfy the EU
needs of 2020
for 35 years




Solution to EU NG shortage

According to the USGS, besides the NG deposits Projected routes of main pipelines

already discovered in Egypt and Israel (=3 tcm), Into Europe The NabUCCO
the deposits that lie in the EEZs of Cyprus, Israel : : : :

and Egypt alone are conservatively estimated to P | pe“ne;

another 10.8 tcm. delayed mainly
This brings the total of proven and potential because Of

reserves to 13.8 tcm; an amount that is almost 12
times more NG than what Europe expects to
receive via the Nabucco Pipeline (1.2 tcm). If 3
tcm Is generously subtracted in order to satisfy
the domestic needs of Cyprus, Israel and Egypt
over the next 30 years, the remaining amount of
10. 8 tcm could satisfy
requirements by 2020 for 35 years!

@

obstacl
Imposed by
Russia IS now
obsolete

Source: BBC News




Scenario Optimum

Up until the liguefaction plant is constructed in Cyprus, the export of the Eastern Mediterranean
NG surplus can by facilitated via compressed natural gas vessels (CNG) loading directly from the

offshore field floating production systems to EU ports. In the short- to medium-term and after the T h T E .
liguefaction plant is operational, NG can be transported to the EU via the more efficient LNG e C

vessels (CNG's volumetric energy density 1 s eStMéd'eEUtO b e

In the long-term following further offshore discoveries in the region, the ability to build two or more P | e I | r
pipelines to transport natural gas from Haifa (Israel) via Cyprus to the island of Crete (Greece) and p

t hen to Wes_tern Greece and | taly i1 nto the Europ$é$ﬂ§&etwo

Med-EU PiI peli ne” could provide energy security fo f or

It is also important to note that the estimated giant shale gas reserves located in the area of Shefla make on Iy
onshore Israel and those in the offshore south of Crete basins and the rest of the Greek EEZ can sense

only enrich the already estimated substantial volumes. In the longer term, natural gas from Iraq,

Iran, Saudi Arabia and Qatar and even from the Caspian Sea could only make sense to connect to

t he “ Eabest HPMepde!l I ne” when the political environment all ows.

@




Scenario Optimum
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Cyprus — The Energy Hub
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New Gas Map Europe
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http://www.pytheas.net/

Challenging considerations

Complex challenges lie ahead for both Cyprus (and the EU):

>
>

>

Is a natural gas liguefaction plant too expensive an option for Cyprus?
Should the natural gas liquefaction plant be considered at all or should
Cyprus consider only the pipeline solution to mainland Europe?

Up until the natural gas liquefaction plant is constructed or pipeline to
mainland Europe is installed, is CNG transportation a feasible option?
Is CNG transportation a long-term solution?

Is the installation of the pipeline from Cyprus to mainland Europe
feasible, or the water depth and the underwater terrain forbid such a
task?

Would Cyprus alone be in the position to safeguard the valuable
pipeline from terrorist activities?

What if a JV is structured between Cyprus and the EU for the
exploitation of the hydrocarbons in Cyprus and the Eastern
Mediterranean (along with the participation of Israel, Lebanon, Egypt
and Syria)?

&

Whatif aJV Is
structured between

Cyprus and the EU for
the exploitation of the
hydrocarbons In
Cyprus and the Eastern
Mediterranean?




Challenging considerations

»  WiIll the countries in the Levantine Basin, such are Israel and
Lebanon, manage to put aside their differences and cooperate for the
real benefit of their people or would this be the cause of more

> tser:l;lj(ig'-; pipeline running from C_ypr_us gas fields onto Turkey and Wh at abOUt the O|I
i@igitgefrgfigrzoaﬂoei??d Nabucco.Plp.ellne be a Cyprus (an.d EU) depOSitS When BIOCk 12
S R ang e EU a wise decision-alongds estimated tQ cyp.
> Eo%s (?ypn;s_, rr]1atveetr:e_eapsprt0|:;c,riatebe?<perfis; I)nebc?ar_d a?ormi)ln?tociirrl?(\:j have a h Uge
. Should Cyprus develop a domestic natural gas distibution neworkor 3+ 7 Dillion barrels?
not?

» What about the oil deposits (when Block 12 alone is estimated to have
a huge 3.7 billion barrels)? What is the infrastructure required?

&




Conclusion

The vulnerability of the EU to energy supply risks is a fact but this can be no
more. If the most conservative data is taken into account in regard to the

natural gas reserves discovered in the exclusive economic zone (EEZ) of h

Cyprus (and the Eastern Mediterranean), for the first time ever in European T e NG

energy history, the EU Is guaranteed an uninterrupted supply of a traditional - -

energy source. In the Aphrodite and

Conservative estimates of reserves in the Eastern Mediterranean can satisfy the I—eVIath all bIOCkS

EU s NG requirements for at | east hal ' r e I ol
exploration in Cyprus so far exceeded all expectations. Note that recent ]iS be(“évbld lyO b% éQUé‘F

fir ndi ngs of Cyprus’ Bl ock 12 (or Aphretélhaﬂfoflthégkn/bWﬁ t hos

Leviathan block, rank among the largest discovered worldwide in the last 10

years. The amount of gas from these two parcels alone is estimated to equal

half of the known reserves of those of the U.S.; a country with a population of [ESEIVES Of the US
310 million, whereas the total population of Cyprus and Israel is less than 9

million.

@



Conclusion

Most interestingly, seismic surveys indicate that the other blocks in the Cyprus
EEZ are expected to reveal much more NG deposits, e.g. Block 4, in the
Herodotus Basin, is believed to contain three times more natural gas than Block

12 and a | ot more ol l .. TheeStimatedOiI
It Is also important to note that the oil deposits are also significant. The 3.7 billion dep05|t5 Of BIOCk 12

barrels of recoverable oil deposits estimated to lie within Block 12 alone can be

with current crude oil prices roughly translated into US$330 billion. alone; at curre nt

As the findings one after the other are confirmed Cyprus will attract more and pr|C681 are roug h Iy

more foreign direct investments. Required long term investments in infrastructure, i

maintenance, support services, financing and banking, suggest that also job tranSIated |nt0

creation will be long term. It is estimated that during the next decade an additional US%%BQ b| I(]“On

300, 000 Jobs will be required to satisfy eeds of the C

Industry; a phenomenon that will positively affect not only the Cyprus economy
but those of the neighboring countries as well.

&




Conclusion

The hydrocarbon discoveries in the Eastern Mediterranean are bound to serve as
a catalyst toward greater cooperation amongst the participant countries. The joint
exploitation between these countries and the launching of joint projects has the
potential to change the whole political and economic scene of the entire region to
the better.

Most importantly the gas-starved EU has to seize this opportunity for a
guaranteed energy source supply. Cyprus, Israel and the EU (with the lead
coordination of the EU and Cyprus) but also Egypt, Lebanon and Syria should
jointly work to ensure that an appropriate framework and solid plan are in place In
order to complete exploration drilling and commence exploitation as quickly as
possible. What if a JV Is structured with the EU for the exploitation of the
hydrocarbons in the Eastern Mediterranean along with the participation of
Greece? Note that the participation of Greece is not only important because of
the envisaged pipeline route but also for the substantial hydrocarbon deposits
that are estimated to lie within its EEZ.

@

Greece Is Important
for both the pipeline
route and estimated
hydrocarbons that lie
within its EEZ




Conclusion

Such a venture will minimize both sovereign and financial risks for all parties
Involved. The transit route that should avoid non-EU countries, via a pipeline to
mainland Greece and then to the rest of Europe as described herewith in

Scenario Optimum is the only way for an uninterrupted and guaranteed energy
source supply for the EU. COUId Cyprus
The damaged Irag-Syria Pipeline when reinstituted and when the closed Trans- as all energy h Ub

Arabian Pipeline reopened, can both become an additional source enhancer (and :
when the political environment allows); Saudi Arabia, lrag, Qatar and not only tranSfOrm |nt0

could also connect to Cyprus 1 n the Ionﬁﬁé nIeS(rtm

Cyprus, an EU member country, a regional business and financial hub (and an energy SUDerpOwer?

established investment gateway to and from Russia) is firmly on its way to
becoming an energy superpower and a guaranteed primary natural gas source
and transit route to the EU, of the EU; a hub of reconciliation and regional
stability!
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Conclusion
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l. Map Gas Europe
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Il. Map OIl & Gas Middle East

Middle East —
A Oll & Gas

2 780, Pipelines
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International
Energy Agency

Arabian
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* Source: International Enargy Agency (IEA).
® Source: BP.



Il. World OlIl & Gas Reserves

Proved Natural Gas Reserves (tcm)

Union

North America 1D 9.9 9.9 5.3%
South & Central 5

Arerics 6.9 s 7.4 4.0%
Europe & Eurasia 55.9 63.0 63.1 33.7%
Middle East 59.1 75.7 75.8 | 40.5%
Africa 12.5 14.7 14.7 7.9%
Asia Pacific 123 15.8 16.2 8.7%
OECD 14.7 17.0 171 9.1%
Non-OECD 139.6 169.6 170.0 | 90.9%
FOrMEE Sovict 50.8 | 58.4 | 58.5 |31.3%

Source: British Petroleum

Proved

Reserves

North America 68.9 74.6 74.3 5.4%
South & Central 5

Afarics 97.9 237.6 | 2394 | 17.3%
Europe & Eurasia 107.9 139.2 | 139.7 | 10.1%
Middle East 696.7 752.6 | 752.5 | 54.4%
Africa 93.4 130.3 132.1 | 9.5%
Asia Pacific 40.1 42.2 45.2 3.3%
OECD 93.3 92.0 91.4 6.6%
OPEC 949.7 |1,068.6|1,068.4| 77.2%
Former Soviet o

Union 125.4 126.1 | 9.1%

Source: British Petroleum

(000 millio

Oll & Gas-
starved EU
has the
least
reserves!




V. World OlIl & Gas Production

Natural Gas Production (bcm)

North America 763.7 | 801.6 | 826.1 | 19.3%
South & Central o

ArAercs 100.2 151.9 | 161.2 | 5.0%
Europe & Eurasia 938.9 969.8 [1,043.1| 32.6%
Middle East 208.1 | 407.1 | 460.7 | 14.4%
Africa 1303 199.2 | 209.0 | 6.5%
Asia Pacific 272.1 | 446.4 | 493.2 | 15.4%
OECD 1,073.9(1,126.3|1,159.8 | 36.5%
Non-OECD 1,339.511,849.5|2,033.5| 63.5%
AR 654.2 | 690.9 | 757.9 | 23.7%

Union

Source: British Petroleum

Oil Production (Million tonnes)

North America 650.8 | 632.2 | 648.2 | 16.6%
South & Central o

Arharica 345.3 | 338.2 | 350.0 | 8.9%
Europe & Eurasia 724.7 856.5 | 853.3 | 21.8%
Middle East 1,140.9 |1,164.4|1,184.6 | 30.3%
Africa 370.9 | 458.9 | 478.2 | 12.2%
Asia Pacific 379.2 | 380.8 | 399.4 | 10.2%
OECD 1,011.5| 863.3 | 864.7 | 22.1%
OPEC 1,510.3 | 1,583.5/|1,623.3 | 41.5%
Former Soviet 5

Union 393.4 | 644.3 | 657.5 | 16.8%

Source: British Petroleum

EU
has the
lowest

Oill & Gas
Production




V. World Consumption

Natural Gas Consumption (bcm)

North America 794.4 | 807.7 | 846.1 | 26.9%
South & Central o

AParice 96.0 135.1 | 147.7 | 4.7%
Europe & Eurasia 985.3 |1,060.5|1,113.7 | 35.8%
Middle East 186.7 | 344.1 | 365.5 | 11.5%
Africa 58.4 98.9 105.0 | 3.3%
Asia Pacific 290.8 | 503.9 | 567.6 | 17.9%
OECD 1,355.511,453.0|1,546.2 | 48.9%
Non-OECD 1,056.1 |11,497.2|1,622.8 | 51.1%
Former Soviet 5

Usilon 523.6 | 558.9 | 596.8 | 18.8%

Source: British Petroleum

Oil Consumption (Million tonnes)

Former Soviet
Union

180.4

192.7

North America 1,059.511,018.8|1,039.7 | 25.8%
South & Central 5

AMarice 226.6 | 268.6 | 282.0 | 7.0%
Europe & Eurasia 938.6 | 922.2 | 922.9 | 22.9%
Middle East 239.0 344.3 | 360.3 | 8.9%
Africa 116.9 150.9 155.5 | 3.9%
Asia Pacific 991.1 |1,203.8]1,267.8| 31.5%
OECD 2,217.1 12,094.8|2,113.8| 52.5%
Non-OECD 1,354.511,813.9|1,914.3 | 47.5%

201.5

5.0%

Source: British Petroleum

EU

IS amongst
the significant
Oill & Gas
consumers



V1. Fuel Prices

Fuel Prices (USD per million Btu)

German

Natural Gas

Import price

IS significantly higher
than that of the

UK, US and Canada
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Source: BAFA, Heren Energy Ltd., Energy Intelligence Group
Note: Japan = Japan LNG CIF; German = Average German Import Price CIF; UK = Heren NBP Index;
US = Henry Hub; Canada = Alberta; OECD = Crude oil CIF OECD countries




VII. Energy Biggest Companies

Global Energy Company Top 10 Rankings 2011

1 [ExxonMobil USA 302.5 341.6 30.5 18%
2 |Chevron Corp USA 184.8 189.6 19.0 16%
3 |Gazprom Russia 330.3 118.4 32.4 13%
4 |PetroChina China 254.9 220.2 21.0 12%
5 |Total France 206.6 189.2 14.2 13%
6 |Royal Dutch Shell UK 322.6 368.1 201 181 %6
7 |ConocoPhillips USA 156.3 175.8 113.6 12%
8 [China Petroleum China 153.1 282.0 10.8 11%
9 |Rosneft Russia 93.8 61.9 10.4 14%
10 |Lukaoil Russia 84.0 104.0 9.0 13%

Source: Platts, Standard & Poor’s
Note: Company data as 6 January 2011

The top 10 energy
company rankings
are dominated by
OIl & Gas giants
combining

$178.9 of profits




VIII. Sources (Alphabetically)

© Annales Geophysicae — High resolution

©

99 © ©

0

nested model for the Cyprus, NE Levantine
Basin, eastern Mediterranean Sea:
Implementation and climatological runs

BP — Statistical Review of World Energy,
June 2011

CGGVeritas — Regional seismic
Interpretation of the hydrocarbon
prospectivity of offshore Syria

CSA International — EIA for exploratory
drilling Block 12, Offshore Cyprus

Eurogas — Natural Gas demand and supply:

Long term outlook to 2030

Eurogas — Pipeline to the future
Eurogas — The role of natural gas in a
sustainable energy market

GIIGNL — The LNG Industry in 2010

© JGlobes — The status of hydrocarbon

exploration in Cyprus

-

© PTOnline-I srael s Gas

© Noble Energy — Press release on Block 12

© OGP - Liquefied Natural Gas

® PGS — The Levantine Basin draws attention
to upcoming license rounds in Cyprus and
Lebanon

© PGS — Eastern Mediterranean megaproject

© Pytheas — Cyprus: Finally, energy security
for the EU In the pipeline?

® Pytheas — Investing in Cyprus, an EU bridge
to the world of business

©® PWC — Cyprus hydrocarbon opportunities

¢ Republic of Cyprus Ministry of Commerce,
Industry and Tourism — Petroleum systems
offshore Cyprus

® Spectrum — East Mediterranean 2D multi-
client seismic data

© The Geophysical Institute of Israel — The
Levant Basin offshore Israel

B o n@ Teehaical University of Crete — Economic

and geopolitical importance of Eastern
Mediterranean gas fields for Greece and the
EU

® United Nations — UN Convention on the Law
of the Sea of 10 December 1982

© USGS — Assessment of undiscovered oill
and gas resources of the Levant Basin
Province, Eastern Mediterranean

©® Woodrow Wilson Center — Cyprus in the
Eastern Mediterranean: Strategic location,
strategic opportunities

¢ World Energy Council — 2010 survey of
energy resources

® World Energy Council — Roadmap towards a
competitive European energy market

©® World Energy Council — World energy
Insight 2011



http://www.eurogas.org/uploaded/Eurogas long term outlook to 2030 - final.pdf
http://www.ann-geophys.net/21/221/2003/angeo-21-221-2003.pdf
http://www.eurogas.org/uploaded/Eurogas long term outlook to 2030 - final.pdf
http://www.eurogas.org/uploaded/pipebrochure.pdf
http://www.eurogas.org/uploaded/The role of natural gas in a sustainable energy market 2010.pdf
http://www.giignl.org/fileadmin/user_upload/pdf/A_PUBLIC_INFORMATION/LNG_Industry/GNL_2010.pdf
http://www.spe.org/jpt/print/archives/2011/03/12Israel.pdf
http://www.ogp.org.uk/FactSheets/LNG.pdf
http://www.pgs.com/en/Pressroom/Calendar_of_Events/Campaigns/2011/MultiClient-Newsletter/Middle-East-News/The-Levantine-Basin-draws-attention-to-upcoming-License-Rounds-in-Cyprus-and-Lebanon/
http://www.pytheas.net/docs/20111104 Cyprus - Finally energy security for the EU in the pipeline.pdf
http://www.pytheas.net/docs/20110207Investing-in-Cyprus-Version04Web.pdf
http://www.worldenergy.org/documents/roadmap2.pdf
http://www.searchanddiscovery.com/documents/2010/10279montadert/poster01.pdf
http://www.spectrumasa.com/mcmap/public/filespool/0/17/east-med.pdf
http://www.mred.tuc.gr/home/foscolos/2011_foscolos_MW.pdf
http://www.un.org/depts/los/convention_agreements/texts/unclos/UNCLOS-TOC.htm
http://www.worldenergy.org/documents/ser_2010_report_1.pdf
http://www.worldenergy.org/documents/wec_wei2011.pdf
http://www.cggveritas.com/data/1/rec_docs/1917_syria_prospectivity.pdf
http://www.pgs.com/en/Pressroom/Calendar_of_Events/Campaigns/2010/Multi-Client-Newsletters/Middle-East-News/EMMP/
http://www.eurogas.org/uploaded/Eurogas long term outlook to 2030 - final.pdf
http://pubs.usgs.gov/fs/2010/3014/pdf/FS10-3014.pdf
http://www.bp.com/assets/bp_internet/globalbp/globalbp_uk_english/reports_and_publications/statistical_energy_review_2011/STAGING/local_assets/pdf/statistical_review_of_world_energy_full_report_2011.pdf
http://www.wilsoncenter.org/sites/default/files/CyprusMinister.pdf
http://www.pwc.com/en_CY/cy/publications/eum/assets/cyprus_hydrocarbon.pdf
http://investors.nobleenergyinc.com/releasedetail.cfm?ReleaseID=635912
http://wink.globes.co.il/docs/Solon Kasinis.pdf
http://www.gsi.gov.il/_Uploads/953GSI-14-2006.pdf

| X. The Author

An Economist and presently the Chairman & CEO of Pytheas, Harris has also worked with the Bank of
Ameri ca Group, Thomson Financi al BankWatch, and N
primarily in the areas of investment and corporate banking, private equity and finance, corporate
restructuring, risk management and business development. His research and extensive publications In

these areas range across practice rather than theory, economic and business thought,

entrepreneurship and geopolitics.

He has been an adviser to various governments, central banks, financial institutions, and other
Harris A. Samaras  corporates and has been a member of the board of directors of multinational organizations.

Harri s’ extensive and I n dept h knouvtasem Guwopey MENAh e ¢
Gulf, and Africa is complimented by his diverse expertise in industries such are Banking, Real Estate &
Construction, Hospitality, Minerals & Mining, Agriculture, Fisheries, Environment & Alternative Energy
Sources, Energy, Satellite Telecommunications and Shipping.

@



mailto:samarash@pytheas.net




X. Why Cyprus?

A An EU member state:

A An EMU member state:

A\ Democratic country with a free market economy;

A Strategic location at the crossroads of three continents;

A Top notch telecommunications;

A Modern and efficient legal, accounting and banking services based on British
. practices;

A\ Favourable tax regime including 10% rate of corporation tax;

A\ Double-tax treaties with about 50 countries:

A\ Bilateral investment agreements with numerous countries;

A Low set up and operating costs;

A Highly qualified managerial, clerical and technical staff;

A Tax system in full compliance with EU requirements and those of the OECD
. against harmful tax practices;

A The discovery of substantial quantities of oil & gas in its seabed create immense

Investment opportunities and momentum.

There are better
tax concessions
In Cyprus
than just about
anywhere on the
planet




X. Why Cyprus?

A Additional tax system provisions to the 10% corporation tax and the
extensive double-tax treaty network advantage, include:

[]

[]
[]

Exemption for tax of dividend income (subject to easily met
conditions);

Exemption from tax of profits from foreign permanent establishments;
Exemption from tax of profits generated from transaction in titles;
Exemption from withholding tax on the repatriation of income either in
the form of dividends, interest and on almost all royalties;

Access to EU Directives;

No controlled foreign corporation legislation;

No thin capitalization rules (funding by high debt/equity ratio
possible);

Tax neutral reorganizations for both EU and non EU group
companies.

Cyprus

Enjoys a

10% corporate tax and
double-tax treaties
with about

50 countries







X|. About Pytheas

Like Pytheas, the ancient Greek explorer, scientist and businessman we
provide access to markets inviting our partners to wander the paths and
explore the places with a partner that possesses, knowledge of
prevailing market dynamics, thorough industry expertise, and above all
keen awareness of geographic 1 diosyncrasi es.

Pytheas Is an organization with global outlook, offering a wide range of
sophisticated financial services to companies, governments, institutions,
and individuals.

Considered as one of the world's premier organizations in providing
access to emerging financial markets and economies in transition,
Pytheas services range from advising on corporate strategy and
structure to raising equity and debt capital and managing complex
Investment portfolios.

Pytheas' investment management capabilities are among the best in the
Industry, offering a wide range of investment products and solutions for
the investment issues faced by our clients throughout the world.
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http://www.pytheas.net/

XlIl. Pytheas Main Services

Strategic Business Distress Risk Credit Rating
Advisory Development Management Management Guidance
Capital Private Equity
Raising Credit Finance

Emerging Markets
Research

i | PYTHEAS @
q ASSET
' MANAGEMENT



http://www.pytheas.net/capitalraising.html
http://www.pytheas.net/emergingmarkets.html
http://www.pytheas.net/strategicadv/index.html
http://www.pytheas.net/investmentmanagement/index.html
http://www.pytheas.net/strategicadv/businessdevelopment.html
http://www.pytheas.net/strategicadv/distress.html
http://www.pytheas.net/strategicadv/riskmanagement.html
http://www.pytheas.net/strategicadv/creditrating.html
http://www.pytheas.net/investmentmanagement/investmentbanking.html
http://www.pytheas.net/investmentmanagement/corporatefinance.html
http://www.pytheas.net/investmentmanagement/mergers.html
http://www.pytheas.net/investmentmanagement/realestate.html
http://www.pytheas.net/private_credit.html
http://www.pytheas.net/pytheas_equity_finance.html
http://www.pytheas.net/investors-service.html
http://www.pytheas.net/investmentmanagement/minerals&mining.html
http://www.pytheas.net/pytheas_equity_finance.html
http://www.pytheas.net/investmentmanagement/asset-management.html
http://www.pytheas.net/private_credit2.html

Xlll. Pytheas — Company Pulse

Visit e
Pytheas pulse

Company Pytheas
Pulse

) 1T



http://www.pytheas.net/docs/Pytheas Company Pulse.pdf

XIV. Pytheas Investors Service

The Pytheas Investors Service was established as a vehicle for capital
and I nvest ment to advise Pyt heas
business global map — to be a catalyst for growth, development and

cli ents on how to shape 1t

di versi fication by better positioning Pytheas’ <c¢clients I n t
and in their quest for excellence.
|l n cl ose cooperation with the rest of Pyt he ’ orofessi onal

assists and guides clients to clearly identify and establish appropriate
Investment opportunities through in-depth research and analysis of the
world's equities, industries, and markets.

Product experts, country specialists and industry analysts work in close
unison and pool their talent to design, recommend, and, when
appropriate, customize and fine-tune investment strategies that clients
can act on in keeping with their portfolio preferences and imperatives.
The breadth and quality of Pytheas' fundamental research and strategic
advice, combined with its in-depth industry knowledge and geographic
specialization, offer investor clients a wealth of information to evaluate
and prioritize their investment decisions.
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http://www.pytheas.net/investors-service.html

www.pytheas.net
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http://www.pytheas.net/
http://www.facebook.com/
http://twitter.com/PytheasThe?utm_campaign=welcome20100914phx&utm_content=profile&utm_medium=email&utm_source=welcome
mailto:pytheas@pytheas.net
https://plus.google.com/105379722002892453743
http://www.linkedin.com/groups/PYTHEAS-Our-vision-is-be-3993511?trk=myg_ugrp_ovr
http://pytheasnet.blogspot.com/
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