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a Right Holder hereunder. 
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Art.5-State as Right Holder 

1. The State or any Entity owned by 
the State may in the future become a 
Right Holder pursuant to Artide 36 of 
this EPA, but the State or such entity 
shall not in such capacity have any 
rights or obligations under this EPA 
that are different from those of any 
other Right Holder (except to reflect 
the respective Participating Interests 
of each Right Holder). 

2. The Right Holders shall not have, 
and to the extent necessary hereby 
waive, any right, arising as a matter of 
law or otherwise, to recover any 
contribution or other amounts from 
the State or any Entity owned by the 
State in its capacity as a Right Holder 
that result from the joint and several 
nature of the liability of the Right 
Holders pursuant to Article 6.3 hereof 
or the Law no 132/2010 (OPR Law), 
except that the Right Holders shall be 
permitted to exercise rights to 
recover a contribution from the State 
or any such Entity to such liability that 
is proportional to the Participating 
Interest then held by the State or such 
Entity. 
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Art. 6 Participating Interests, 
Oblisatlons of Right Holders and 
Term oi the EPA 

1. This EPA enters Into force on 
the Effective Date. As of the Effective 
Date, pursuant to Article 19~2 of the 
Law no 132/2010 (OPR Law), the Right 
Holders shall be deemed to have 
formed an unincorporated joint 
venture, on the terms set forth 
herein. In accordance with Article 8 of 
the Decree no 10289/2013 (PAR), 
within thirty (30) days of the Effective 
Date, each Right Holder shall have in 
place, and shall maintain during the 
term of this EPA, a legal presence in 
Lebanon appropriately staffed and 
authorized to manage, in accordance 
with applicable Lebanese law, all 
aspects of rights and obligations 
related to or arising out of this EPA. 

2. On the Effective Date of this 
EPA, the respective Participating 
Interests of [X], [Y) and [Z] are: 

(XI: ( ... ] percent( .... %); 
(VJ: ( ... ]percent( .... %): and 
(Z]: ( ... ] percent( .... %) 

3 The obligations of the Right 
Holders under this EPA and in respect 
of all Petroleum Activities shall be 
joint and several, except in respect of 
(i) any obligation of an individual Right 
Holder to pay taxes pursuant to 
Article 26 of this EPA, or (ii) the 
confidentiality obligations set forth in 
Article 35 of this EPA. The Right 
Holders may enter into agreements 
among themselves for the 
apportionment of liability or 
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Indemnification, but no such 
agreement shall affect the joint and 
several nature of the obligations of 
the Right Holders hereunder. Any 
such agreements shall be submitted 
to the Minister for approval in 
accordance with Article 65-1 of the 
Law no 132/2010 (OPR Law). 

4 Without prejudice to the joint 
and several liability of the Right 
Holders, concurrently with the 
signature of this EPA, each of the 
following Right Holders has provided 
to th-e Minister a guarantee of its 
obligations hereunder from the 
guarantor set forth opposite its name, 
substantially in the form of Annex E to 
this EPA: 
Such Guarantee is required where 

the pre-qualified company has 
designated a Wholly-Owned Affiliate 
to be the Right Holder or where the 
pre-qualified company has relied on 
the characteristics of its parent to 
become pre-qualified. 

Right Holder 
[X] 

Guarantor 
[X guarantor] 

[Y guarantor] 

[Z guarantor] 
[VJ 
[Z] 

5. The rights and obligations of 
each Right Holder, and the Right 
Holders collectively, pursuant to the 
EPA shall commence on the Effective 
Date and shall remain in force: 

a) With respect to 
Reconnaissance, Exploration 
and Appraisal Activities, for the 
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duration of the Exploration 
Phase (and for the duration of 
the Production Phase, to the 
extent such activities are 
conducted within a 
Development and Production 
Area); 

b) With respect to Development 
and Production Activities, for 
the duration of the Production 
Phase (and for the duration of 
the relevant Production Period, 
with respect to any particular 
Development and Production 
Area); and 

c) For such additional period of 
time as may be reasonably 
necessary to finalise the 
implementation of a plan for 
the transfer of Petroleum 
Activities to the State pursuant 
to Article 25.4 of this EPA 
and/or the cessation of 
Petroleum Activities and 
decommissioning of Facilities 
pursuant to Article 18 of this 
EPA and the Decree no 
10289/2013 (PAR). 

6. This EPA may be terminated 
prior to the relevant date or dates set 
forth in paragraph 5 above at the time 
and in the manner set forth in Article 
36 of this EPA. 

7. Notwithstanding that this EPA 
has expired, has otherwise been 
terminated or revoked subject to 
applicable law or the terrns and 
conditions of this EPA, the obligations 
of the Right Holders which have 
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accrued hereunder before the date of 
termination shall continue to be 
binding on the Right Holders for the 
period provided by applicable 
Lebanese law and this EPA, and for 
the purpose of any claim in respect 
thereof (and of any obligations that 
expressly apply after termination), 
the provisions of this EPA relating to 
the joint and several nature of the 
l"labHity of the Right Holders (Article 
6.3), health, safety and environmental 
requirements (Article 17), 
decommissioning requirements 
{Artlcle 18), indemnification and 
liability (Article 30), confidentiality 
(Article 35), arbitration (Article 38), 
language, governing law and 
interpretation (Article 40), Right 
Holder conduct (Article 41), waiver 
(Article 43) and notices (Article 44) 
shall survive such termination. 
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Art 7. Exploration Phase and Exploration J.MJ 
Periods 

1. The Exploration Phase shall have a 
maximum duration of seven (7) years. The 
Exploration Phase shall commence on the 
date on which a decision is made (or 
deemed to be made) with respect to the 
approval of the Exploration Plan for the 
initial Exploration Period, pursuant to Article 
7.7. 

2. The Exploration Phase shall be 
divided into two Exploration Periods as 
follows: 

The first Exploration Period consists of three 
(3) years that is extended one (1) additional 
year in the event that the Right Holders or 



the Initial Right Holders have committed to 
three (3) or more Exploration Wells in the 
first Exploration Period according to tile 
tecllnical proposal of the Right Holders or 
the Initial Right Holders as specified by the 
Tender Protocol. Tile second Exploration 
period consists of two (2) years which may 
be extended with the approval of the 
Minister as provided in this Article 7.2. 
The first Exploratfon Period shall commence 
on the date of comrnencement of the 
Exploration Phase determined pursuant to 
Article 7 .1. The second El(ploration Period 
shall cornmence on the expiration date of 
the first Exµloration Period, except that 
there shall be no second Exploration Period 
if the Right Holders fail to complete. the 
Minimum Work Commitment during the 
first Exploration Period other than by reason 
of an Event of Force Majeure(and the 
Exploration Phase shall terminate at the end 
of the first Exploration Period). If at the end 
of the two-year term of the second 
Exploration Period the Right Holders have 
completed the 1\llinimum Work 
Commitment for such second Exploration 
Period (unless prevented from doing so by 
an Event of Force Majeure), and are 
pursuing Appraisal Activities pursuant to <in 
approved Appraisal Plan, or have submitted 
an Appraisal Plan for approval in a timely 
manner but have not yet received a 
response, the Minister (based on the 
recommendation of the Petroleum 
Administration) may approve an extension 
of the second Exploration Period of one (1) 
year, upon request by the Right Holders 
subrnitted at least sixty (60) days prior to the 
end of the second Exploration Period. 
Exploration Periods may be extended by 
reason of an Event of Force Majeure 
pursuant to Article 7.9. The Exploration 
Phase shall terminate at the end of the 
second Exploration Period {as it may be 
extended), unless it is extended pursuant to 
Article 7.10. 

3. During the Exploration Phase, the Right 
Holders may conduct Reconnaissance, 
Exploration and Appraisal Activities 
pursuant to approved Exploration Plans. 
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Each Exploration Plan shall contain at a 
minimum the information required by 
Article 31 of the decree no 10289/2013 
(PAR) (except that informat'1on regarding the 
technical qualifications of the Right Holders 
need not be submitted if it would be 
duplicative of the information already 
provided in connection with the award of 
this EPA). Exploration Plans may contain 
applications for drilling permits 
contemplated by the decree no 
10289/2013) (PAR) in which case the 
approval by the Minister of the Exploration 
Plan shall also constitute the approval of the 
relevant drilling permit or permits. 

4. The initial Exploration Plan shall be 
submitted to the Minister with a copy to the 
Petroleum Adrninistration within sixty (60) 
days of the Effective Date. Such Exploration 
Plan shall, at a minimum, provide for the 
completion of the Minimum Work 
Commitment for the first Exploration 
Period. 

5. No later than sixty (60) days prior to 
the expiration of the first Exploration Period, 
the Right Holders may submit an Exploration 
Plan for the second Exploration Period to the 
Minister with a copy to the Petroleum 
Administration. No such Exploration Plan 
may be submitted unless (i) the Right 
Holders confirm in writing that they will 
complete the Minimum work Commitment 
prior to the end of the then current 
Exploration Period (unless they are 
prevented from doing so by reason of an 
Event of Force Majeure), (ii) such 
Exploration Plan, at a minimum, provides for 
the completion of the Minimum Work 
Commitment (if any) for the Exploration 
Period to which it applies, and (iii) such 
Exploration Plan provides for the 
relinquishment of a portion of the remaining 
area in the Block as provided in Article 7.6 
and delineates the portion of the Block to be 
relinquished. Upon approval by the 
Minister of such Exploration Plan, the rights 
of the Right Holders to conduct 
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Reconnaissance, Exploration and Appraisal 
Activities shall be maintained in the relevant 
Exploration Period, and the Block shall be 
reduced by the area that is relinquished as 
of the first day of such Exploration Period. 

6. The Right Holders shall relinquish 
twenty-five per cent (25%) of the Block at 
the start of the second Exploration Period. 
For purposes of the foregoing, any Appraisal 
Area and any Development and Production 
Area shall not be subject to relinquishment. 
The percentage set forth above shall be 
applied to the portion of the Block that is 
outside any Appraisal Area and any 
Development and Production Area. The 
portion of the Block to be relinquished shall 
be contiguous and delimited by meridians 
and parallels expressed in minutes of a 
degree. The same shall apply to the portion 
of the Block that is retained by the Right 
Holders. The size and shape of the Block to 
be retained shall be subject to approval by 
the Minister, based on the opinion of the 
Petroleum Administration. 

At the end of the second Exploration Period 
and upon the extension request of the 
Exploration Phase, the Right Holders shall 
relinquish an additional 25% of the initial 
block size in order to fulfill the obligation 
stipulated in the article 24 of the Law No 
132/2010 (QPR Law). 

7. The Petroleum Administration sha\I 
review each Exploration Plan and make a 
recommendation to the Minister as to 
whether to approve such Exploration Plan. 
lf no decision is made as to approval or 
rejection of an Exploration Plan within sixty 
(60) days of its submission to the Petroleum 
Administration, the Exploration Plan shall be 
deemed approved. The Exploration Plan 
shall be approved unless (i) the relevant 
conditions set forth in Articles 7 .4 or 7 .5 
relating to the Minimum Work Commitment 
are not met, (1\) any required Work 
Commitment Guarantee has not been 
provided, (iii) the Exploratlon Plan does not 
provide for the required relinquishment 
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pursuant to Artlcle 7.6, ('Iv) the activities 
contemplated in the Exploration Plan are 
not in accordance with Best International 
Petroleum Industry Standards, (v) such 
activities would, in the reasonable opinion 
of the Petroleum Administration, present an 
unacceptable risk to health, safety or the 
environment, or (vi) such activities would 
violate applicable Lebanese Jaw. Any 
decision to reject an Exploration Plan shall 
be accompanied by a writte~ explanation of 
the reasons for such rejection. In the event 
that any Exploration Plan is not approved, 
the Right Holders may submit an amended 
Exploration Plan addressing the issues giving 
rise to its rejection, and such Exploration 
Plan shall be evaluated on the basis of the 
same standards. Unless the Minister allows 
otherwise, the Right Holders may only 
submit one such amended Exploration Plan 
in respect of each Exploration Period. Prior 
to the rejection of any such amended 
Exploration Plan by the Minister, the 
Petroleum Administration shall notify the 
Right Holders of the contemplated rejection, 
and upon the request of the Right Holders 
shall engage in good faith discussions with 
the Right Holders for at feast thirty (30) days 
with regard to possible further amendments 
to the Exploration Plan. Pending the 
outcome of such discussions, the 
Exploration Plan shall not be deemed 
approved or rejected. If such discussions 
result in agreed further amendments, the 
Right Holders shall have the right to submit 
an Exploration Plan with such amendments 
in replacement of the prior amended 
Exploration Plan (notwithstanding the 
restriction that would otherwise limit the 
Right Holders to one amended Exploration 
Plan). 

8. In the event that, at the end of the 
first Exploration Period, the Right Holders do 
not submit an Exploration Plan for the 
second Exploration Period, or any such 
Exploration Plan (and any amended plan) is 
finally rejected, then the Right Holders may 
not conduct any further Petroleum 
Activities, except for {I) Appraisal Activities 
conducted withln an Appraisal Area in 
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accordance with an Appraisal Plan, and (il) 
Petroleum Activities conducted within a 
Development and Production Area in 
accordance with a Development and 
Production Plan. In such event, the Right 
Holders shall be deemed to have 
relinquished the entire Block, except for any 
Appraisal Area or Development and 
Production Area that has been approved, 
and any proposed Appraisal Area or 
proposed Development and Production 
Area that Is the subject of an Appraisal Plan 
or Development and Production Plan that is 
under review for possible approval. 

9. In the event that Reconnaissance, 
Exploration or Appraisal Activities 
contemplated in an Exploration Plan are 
substantially Interrupted due to an Event of 
Force Majeure, the relevant Exploration 
Period {and the period for completion of the 
relevant Minimum Work Commitment) shall 
be extended by the number of days of the 
interruption. However, no Exploration 
Period may be extended beyond the end of 
the Exploration Phase, except with the prior 
approval of the Council of Ministers in 
accordance with Article 21-1 of the Law no 
132/2010 (QPR Law). In such event, the 
Exploration Phase may not be extended 
beyond the latest date permitted by the Law 
no 132/2010 (QPR Law). 

10. At the end of the Exploration Phase, 
the Right Holders may apply to the Minister, 
with a copy to the Petroleum 
Administration, for an extension of the 
Exploration Phase pursuant to Article 21 of 
the Law no 132/2010 (QPR Law). Such an 
application must be submitted within the 
time period contemplated in Article 33 of 
the Decree no 10289/2013 (PAR). The 
application shall provide the following 
information: 

a) the reasons the Right Holders are 
seeking an extension (which must be 
valid operational reasons or an Event 
of Force Majeure, as provided in 
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Article 33 of the 
10289/2013 (PAR); 

Decree no ri-' r_,...._rll 0-4 rr &~l 

b) the proposed duration of the 
extension, 

c) a description of the portion of the 
Block to be relinquished pursuant to 
Article 24 of the law no 132/2010 
(OPR Law), and 

d) a proposed Exploration Plan covering 
the period of the extension (or a 
statement to the effect that the 
purpose of the extension is to pursue 
activities under an approved 
Appraisal Plan, or to prepare a 
Development and Production Plan 
for approval). 

The Right Holders may propose to provide a 
guarantee relating to the work 
contemplated in such Exploration Plan 
(including pursuant to the Work 
Commitment Guarantee provided in 
connection with the Second Exploration 
Period, if appropriate), and the Minister 
shall consider any such guarantee in 
deciding whether to submit the extension 
request to the Council of Ministers for 
approval pursuant to Article 21-1 of the Law 
no 132/2010 (OPR law). Any such extension 
shalt be effective only upon the approval by 
the Council of Ministers. 

11. For the avoidance of doubt, the 
duration of the Exploration Period(s) and the 
Exploration Phase shall not be affected by 
the submission or approval of an Appraisal 
Plan or a Development and Production Plan. 
The Right Holders may continue to conduct 
Exploration, Reconnaissance and Appraisal 
Activities in all parts of the Block for the 
remaining duration of the Exploration 
Phase, and inside of a Development and 
Production Area for the remaining duration 
of the Exploration Phase and the Production 
Phase. If an additional Discovery is made, 
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the Right Holders shall follow the 
procedures contemplated by this EPA In 
respect of such additional Discovery. 

Art. 8 Minimum Work Commitment 

1. The Right Holders shall carry out the 
Minimum Work Commitment stipulated by 
this Article with respect to each Exploration 
Period. The Minimum Work Commitments 
stipulated by this Article may not be 
performed as Exclusive Petroleum 
Operations. 

2. During the first Exploration Period 
the Right Holders shall conduct the following 
Minimum Work Commitment: 

a)Exploration Wells drilling: 
(1) Drill at least (_) 

Exploration Well(s). Each 
Exploration Well shall be drilled 
according to the Technical 
Proposal submitted by the Right 
Holders or the Initial Right 
Holders as specified in the 
Tender Protocol. 

In case any part of the Minimum Work 
Commitment for the first Exploration Period 
described in this Article has not been 
performed by the end of the first Exploration 
Period, the Right Holders shall pay to the 
State an amount of( ................ ( .... )] United 
States dollars, less the amount of 
Recoverable Costs incurred during the first 
Exploration Period in fulfilment of the 
Minimum Work Commitment. 

3. During the second Exploration Period 
(excluding any extension approved by the 
Minister pursuant to Article 7.2), the Right 
Holders shall conduct the following 
Minimum Work Commitment: 

tt 



a) Exploration Wells drilling: 

{1) Drill at least _ (_) Exploration 
Well(s). Each Exploration Well shall 
be drilled according to the Technical 
Proposal submitted by the Right 
Holders or the Initial Right Holders as 
specified in the Tender Protocol. 

In case any part of the Minimum Work 
Comniitment for the second Exploration 
Period described in this Article has not been 
performed by the end of the second 
Exploration Period, the Right Holders shall 
pay to the State an amount of [ ............... . 
( .... )] United States dollars, less the amount 
of Recoverable Costs incurred during the 
second Exploration Period (or carried 
forward from the first Exploration Period as 
provided below) in fulfilment of the 
minimum Work Commitment. 

4. At the end of each Exploration Period 
(excluding any extension approved by the 
Minister pursuant to Article 7.2, in the case 
of the second Exploration Period), if the 
Minimum Work Commitment has not been 
satisfied, the Right Holders shall provide a 
statement of the Recoverable Costs incurred 
in fulfilment of the Minimum Work 
Commitment within sixty (60) days of the 
end of such Exploration Period. The Right 
Holders shall pay the requisite amount 
described in paragraphs 2 or 3 above, as the 
case may be, within thirty (30) days of the 
delivery of such statement. Such payment 
shall be without prejudice to the right of the 
Petroleum Administration to dispute the 
amount of such Recoverable Costs or their 
attribution to the Minimum Work 
Commitment. In the event that any such 
payment is not made in a timely manner, the 
Minister may draw the relevant amount 
under the applicable Work Commitment 
Guarantee. In the event tha, the statement 
of Recoverable Costs is not submitted In a 
timely manner, the Minister may draw the 
entire amount of the applicable Work 
Commitment Guarantee, as if the 
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Hecoverable Costs were zero, unless the 
failure to submit the statement is cured 
before the drawing is made. (The Minister 
shall draw the full amount available under 
the applicable Work Commitment 
Guarantee before making any claim under 
any guarantee provided pursuant to Article 
[6.4/6.8 of this EPA] arising from any failure 
by the Right Holders to satisfy the Minimum 
Work Commitment.] 

The last paragraph will be amended or 
deleted in case any guarantee Is requested 
pursuant to Articles 6.4 and 6.8 of this EPA. 

5. The Right Holders must complete the 
work contemplated by the Minimum Work 
Commitment regardless of the amount of 
Recoverable Costs lncurred in doing so. The 
Minimum Work Commitment is a minimum 
work obligation and not a spending 
obligation. 

6. Should any Well forming part of the 
Minimum Work Commitments be 
abandoned before reaching the defined 
objectives of such Well for any reason, the 
Right Holders shall drill a substitute Well, 
unless the Right Holders demonstrate to the 
reasonable satisfaction of the Minister 
(based on the opinion of the Petroleum 
Administration} that: 

Ii) 

(ii) 

(iii) 

a formation stratigraphically 
older than the deepest target 
formation Is encountered; 

basement is encountered; 

further drilling would present 
an obvious danger, such as 
but not limited to the 
presence of abnormal 
pressure or excessive losses 
of drilling mud; 
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(v) Petroleum"bearing 
formations are encountered 
which require protecting, 
thereby preventing planned 
depths from being reached. 

In such circumstances the drilling of any 
such well may be terminated at a lesser 
depth and shall be deemed to have satisfied 
the obligations of the Right Holders in 
respect of that Well. In the event that the 
Right Holders are required to drill a 
substitute Well, the Right Holders may apply 
to the Minister for an extension of the 
relevant Exploration Period, which the 
Minister may grant, to the extent such 
extension is reasonably necessary to allow 
for drilling and evaluation of the substitute 
Well. No such extension may last beyond 
the end of the Exploration Phase (unless an 
extension of the Exploration Phase is applied 
for pursuant to Article 7.10 of this EPA and 
approved by the Council of Ministers in 
accordance with Article 21-1 of the Law no 
132/2010 (OPR law). No such extension 
shall be available if the relevant Well is 
abandoned before reaching its defined 
objectives as a result of the failure by the 
Operator to conduct the relevant Petroleum 
Activities in accordance with the standards 
required by this EPA and the decree no 
10289/2013 (PAR). 

7. In the event the number of Wells 
drilled by the Right Holder (excluding any 
appraisal Well) or the Data acquired during 
the first Exploration Period exceeds the 
number of Wells or the amount of Data 
acquired provided for in the Minimum Work 
Commitment for that Exploration Period as 
specified by this EPA, the number of 
additional Wells drilled or the amount of 
additional Data acquired by the Right Holder 
during such Exploration Period may be 
carried forward and treated as work 
undertaken in discharge of the Right 
Holder's Minimum Work Commitment to 
drill Wells or acquire Data during the second 
Exploration Period if such work would 
comply with the requirements of the second 
Exploration Period; provided, however, if by 
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reason of the provisions of this Article the 
Minimum Work Commitment of the Right 
Holder for the second Exploration Period as 
specified by this EPA has been fully 
discharged by the Right Holders before that 
Exploration Period commences, the Right 
Holders shall, after consultation with the 
Petroleum Administration, adjust the 
Exploration Plan for the second Exploration 
Period so as to ensure the continuity of 
Petroleum Activities in the Block pursuant to 

this EPA. 

8. Appraisal Wells drilled with respect 
to a Discovery shall not be considered 
Exploration Wells for purposes of the 
Minimum Work Commitment. In the event 
of a Discovery, only the Discovery Well shall 
be deemed to be an Exploration Well for 
purposes of the Minimum Work 
Commitment. 

Art. 9 Work Commitment Guarantee 

1. On or prior to the date of this 
Agreement, the Right Holders have jointly 
and severally provided to the Minister one 
or more Work Commitment Guarantees in 
the aggregate amount of US$ __ . (This 
amount will be determined pursuant to the 
Tender Protocol). 

2. On or prior to the date of submission 
of an Exploration Plan for the second 
Exploration Period, the Right Holders shall 
be jointly and severally required to provide 
to the Minister one or more Work 
Commitment Guarantees in the aggregate 
amount of US$ . (This amount will be 
determined pursuant to the Tender 
Protocol). 

3. Following the end of each calendar 
year, the Right Holders may present to the 
Minister, with a copy to the Petroleum 
Administration, a statement of the 
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Recoverable Costs they incurred in 
fulfilment of the Minimum Work 
Commitment during such calendar year. 
Within thirty (30) days after the receipt of 
such statement, the Minister, based on the 
recommendation of the Petroleum 
Administration, shall provide to the Right 
Holders a certificate (in the form attached to 
the Work Commitment Guarantee) 
providing for the reduction of the amount of 
the Work Commitment Guarantee in an 
amount equal to the lesser of (i) the 
Recoverable Costs set forth in the statement 
and (ii) the aggregate of the Indicative Work 
Commitment Amounts provided in the 
Technical Proposal submitted as per the 
Tender Protocol that correspond to the 
particular Minimum Work Commitments 
completed during such calendar year. The 
foregoing notwithstanding, the amount of 
the Work Commitment Guarantee shall 
under no circumstances be reduced to an 
amount that is less than the aggregate of the 
Indicative Work Commitment Amounts 
estimated by the Right Holders in the 
Technical Proposal submitted as per the 
Tender Protocol as necessary to perform the 
Minimum Work Commitments that remain 
to be completed prior to the end of the first 
Exploration Period or second Exploration 
Period, as the case may be. In the event that 
the Minister, based on the recommendation 
of the Petroleum Administration, disputes 
the amount of any such Recoverable Costs, 
or their allocation to the Minimum Work 
Commitment, the Minister shall provide a 
certificate with respect to the undisputed 
portion thereof, The Petroleum 
Administration and the Right Holders shall 
discuss the resolution of such dispute, and if 
no agreement is reached within thirty (30) 
days of the date of delivery of such 
statement, the Right Holders may submit 
the question to a sole expert for 
determination pursuant to Article 39 of this 
EPA. Such determination shall be final and 
binding on the Parties. Following the 
resolution of the dispute, the Minister shall 
provide the Right Holders with an additional 
certificate to reduce the Work Commitment 



Guarantee in an amount reflecting such 
resolution. 

4. When the Minimum Work 
Commitment for an Exploration Period has 
been completed, the Work Commitment 
Guarantee for the Exploration Period in 
question shall be released within thirty (30) 
days after the Right Holders deliver a 
request for such release to the Petroleum 
Administration. 

Art. 20 Recruitment, training and 
institutional support 

1. The Right Holders shall develop and 
carry out an effective recruitment and 
training program for Lebanese personnel in 
accordance with this EPA, the law no 
132/2010 (OPR Law), and decree no 
10289/2013 {PAR), including such 
additional requirements as may be specified 
by the Petroleum Administration pursuant 
to Article 164 of the decree no 10289/2013 
(PAR). A proposal for a detailed recruitment 
and training program shall be submitted to 
the Petroleum Administration for approval 
no later than six (6) months after the 
Effective Date of this EPA. An updated 
program for recruitment and training shall 
be submitted annually to the Petroleum 
Administration by 31 December each year. 
As of the beginning of the Exploration Phase, 
not less than eighty per cent (80%) of the 
aggregate number of employees of the Right 
Holders (including the Operator) shall be 
Lebanese nationals. Prior to the beginning 
of the Exploration Phase, the Right Holders 
and their contractors and subcontractors 
according to article 67 of the Law no 
132/2010 (OPR Law) shall achieve this eighty 
per cent (80%) threshold as soon as possible, 
to th~ extent that they are able to recruit a 
sufficlent number of Lebanese nationals 
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with the requisite qualifications, and the 
Right Holders and their contractors and 
subcontractors shall in any event maximize 
the proportion of Lebanese nationals 
employed by them, subject to their 
obligation to conduct Petroleum Activities in 
accordance with Best International 
Petroleum Industry Standards. Jn the event 
that as of the beginning of the Exploration 
Phase or at any time thereafter the 
aggregate number of employees of the Right 
Holders (including the Operator) and their 
contractors and subcontractors who are 
Lebanese nationals is less than eighty per 
cent (80%), the Right Holders shall submit to 
the Minister on their behalf and on behalf of 
their contractors and subcontractors in 
writing an explanation of the reasons why 
this requirement has not been met and a 
request for a temporary exemption from 
this requirement. The Right Holders may 
request one or more temporary exemptions, 
but no exemption may be requested for a 
period exceeding consecutive twelve (12) 
months. The Minister may, based on the 
opinion of the Petroleum Administration 
and after consulting with the concerned 
ministries, grant such a temporary 
eKemption to the Right Holders and their 
contractors and subcontractors subject to 
compliance with such terms and conditions, 
including achievement of any lesser targets 
for the employment of Lebanese nationals, 
as the Minister determines are appropriate 
upon recommendation of the Petroleum 
Administration. Pending a decision on the 
exemption request, the Right Holders and 
their contractors and subcontractors shall 
not be considered to be in breach of this 
requirement. 

2. Without limiting the foregoing, the 
Operator shall employ, and cause all 
Contractors and Subcontractors to employ, 
qualified personnel of Lebanese nationality 
whenever available. The Right Holders shall 
fund the training of Lebanese personnel 
associated with Petroleum Activities. Each 
Exploration Plan and Development and 
Production Plan shall include a plan for the 
hiring and training of persons of Lebanese 



nationality, including hiring and training of 
management, engineering and other 
professional staff, consistent with the 
recruitment and training program prepared 
pursuant to Article 20.1. 

3. The Right Holders shall pay costs 
related to the support of public sector 
institutions and the training of public sector 
personnel with functions relating to the oil 
and gas sector identified by the Petroleum 
Administration in addition to those 
nominated by the concerned ministries and 
notified to the Petroleum Administration 
(including awarding public sector personnel 
research grants), in an amount up to 
$/300,000/ per year (increased by 5% each 
year) until the beginning of the Production 
Phase, and thereafter $/500,000/ per year 
(increased by 5% each year). The Right 
Holders shall, upon request by the 
Petroleum Administration, assist the 
Petroleum Administration in arranging third 
party training opportunities for such public 
sector personnel, to be paid for by the Right 
Holders pursuant to the preceding sentence. 
The Right Holders shall pay all such costs 
directly to the provider of the training (or to 
the recipient of the research grant) when 
due and shall, promptly upon request from 
the Petroleum Administration, provide 
satisfactory evidence of payment of such 
costs in order to enable the Petroleum 
Administration to monitor and verify the 
Right Holders' expenditure under this 
Article. 

4. The Right Holders and their Affiliates 
may provide training or participate in the 
preparation of training programs 
contemplated by Article 20.3, unless doing 
so would represent an actual or potential 
conflict of interest (such as training auditing 
personnel who would be expected to audit 
the books and records of the Right Holders). 
As soon as practicable after the Effective 
Date, the Right Holders and the Petroleum 
Administration shall jointly prepare, and 
shall subsequently update at least annually, 
a plan for institutional support and training 
programs to be Implemented pursuant to 
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Article 20.3, including the type and amount 
of any contemplated institutional support, 
types of training and the categories of 
personnel to receive training, lists of and 
methods for selecting eligible training 
service providers (which may include the 
Right Holders and their Affiliates except as 
provided above in this Article 20.4), and such 
other information as they may consider 
appropriate. 

5. The cost incurred by the Right Holder 
for recruitment and training of Lebanese 
personnel and the annual contribution for 
the support of public sector institutions and 
training and participation of public sector 
personnel as provided in this Article shall be 
Recoverable Costs for the purpose of the 
Accounting and Financial Procedure that 
constitutes Annex D of this EPA. 

Art 21. Coordinated Petroleum Activities izl:i.i"'/l A.lj;.:i; u...i...!i ~J.At.11 ~'ii Y \ OJWI 
and unltJsation 

1. In the event that a Reservoir that is 
the subject of a Potentially Commercial 
Discovery extends beyond the Block into an 
adjacent block which is the subject of 
another Petroleum Right that grants a third 
party the right to conduct Development and 
Production activities (an "Adjacent 
Awarded Block"), the relevant provisions of 
Article 38 of the law no 132/2010 (OPR Law) 
shall apply, and the Right Holders shall in 
good faith negotiate and agree with the right 
holder(s) of the Adjacent Awarded Block on 
the terms of a unitisation agreement, which 
terms shall be based on reliable technical, 
operational and economic parameters in a 
manner designed to ensure optimal 
recovery of Petroleum in the Reservoir, all in 
accordance with Best International 
Petroleum Industry Standards. The 



apportionment of the entitlements of the 
Right Holders, on the one hand, and the 
holder(s) of the Petroleum Right for the 
Adjacent Awarded Block, on the other hand, 
shall be agreed upon on a fair and equitable 
basis and, to the exterit practicable, be 
determined on the basis of the expected 
total reserves in the Block and in the 
Adjacent Awarded Block. The Appraisal Plan 
for such Potentially Commercial Discovery 
shall have, as an objective, the preparation 
of a unitised Development and Production 
Plan, the determination of the respective 
entitlements to Production, and the 
preparation and negotiation of an 
unitisation agreement in accordance with 
Best International Petroleum Industry 
Standards. The unitised Development and 
Production Pl<.ln shall include a plan for 
unitisation which identifies the limits of the 
unitised area, the volumes of estimated 
Petroleum in place, and the principal terms 
to be included in the unitisation agreement 
and an undertaking by the respective parties 
to coordinate efficiently arnong themselves 
for the optirnal development of the unitised 
Reservoir. 

2. In the event that a Reservoir of an 
Adjacent Awarded Block extends into the 
Block, the Right Holders agree to negotiate 
in good faith with the right holder(s) of the 
Adjacent Awarded Block the terms of a 
unitisation agreernent and to coordin<1te 
efficiently for the optimal development of 
the unitised Reservoir, under the sarne 
terms provided in paragraph 1 above. 

3. If the condition of a Reservoir 
extending beyond its initial delimitation line 
is discovered only after a Developrnent and 
Production Plan has been put into effect, the 
Right Holders, on the one hand, and the 
right holder{s) of the Adjacent Awarded 
Block, on the other hand, shall prepare a 
unitised plan for Development and 
Production and may continue approved 
activitie·· :ling finalisation of the unitised 
plan. 

ot 
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4. In the event that a Reservoir extends 
beyond the Block into an adjacent area 
which is not an Adjacent Awarded Block, the 
provisions of Article 38-2 of the law no 
132/2010 (OPR Law) shall apply. To this end, 
in accordance with Article 164 of the decree 
no J.0289/20'1 J (PAR), the Petroleum 
Administration rnay specify •he form and 
contents of any application to be presented 
by the Right Holder(s) to the Minister for the 
extension of the perimeter of the existing 
Block. Any such application shall include 
both a commercial proposal and technical 
proposal containing a competitive minimum 
work program for such adjacent area. For 
the avoidance of doubt, the Right Holders 
expressly understand and agree that the 
Council of Ministers reserves a discretionary 
power to approve or reject such extension. 

5. The provisions of paragraph 1or3 (as 
applicable) of this Article shall apply to the 
situation where a Reservoir straddles the 
delimitation line of the continental shelf or 
territorial waters subject to the jurisdiction 
of another country, except that the State 
shall be responsible for any government-to
government negotiations, and the Right 
Holders shall negotiate with any private 
sector opc1·ator or right holder in the other 
country. Any agreement for the 
development of such Reservoir or the 
construction or use of trans-boundary 
Facilities, or any other arrangement 
between the Right Holders and any other 
Entities in relation to the coordination of 
trans-boundary Petroleum Activities, or any 
decision to develop such Reservoir without 
any such agreement or arrangement, shall 
be subject to the prior approval of the 
Council of Ministers. In this respect, any 
discussions undertaken or agreements or 
other arrangements made with any third 
party, shall at all times be compliant with the 
Lebanese, laws and regulations In force. 
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Art. 25 Title to assets 

1. Title to Facilities acquired or 
provided by the Right Holders for the 
purpose of Petroleum Activities pursuant to 
this EPA, the costs of which are subject to 
cost recoverY in accordance with this EPA 
and the Accounting and Financial Procedure 
that constitutes Annex D of this EPA, shall be 
vested in the Operator, on behalf of the 
Right Holders, and shall be transferred to 
and become the property of the State 
without the payment of any consideration 
upon the termination of this EPA. 

2. The Right Holders shall be entitled to 
the full and free use of such Facilities for the 
purpose and duration of this EPA, for 
purposes of conducting Petroleum 
Activities. To the extent that such Facilities 
have extra capacity, the Minister (based on 
the recommendation of the Petroleum 
Administration) may require the Right 
Holders to make such capacity available to 
third parties on the terms and subject to the 
conditions set forth in Article 39 of the law 
no. 132/2010 (QPR Law) and Article 56 of 
the decree no 10289/2013 (PAR). Prior to 
the termination of this EPA, the Right 
Holders shall not assign, sell or otherwise 
dispose of such Facilities except by mutual 
agreement. 

3. The provisions of Article 25.1 shall 
not apply to assets that have been leased 
and movable assets used on a temporary 
basis by Contractors or Subcontractors, 
which shall instead be removed from the 
Block upon termination of this EPA. 

4. No later than six (6) months prior to 
the anticipated termination date of the EPA, 
the Right Holders shall prepare and deliver 
to the Petroleum Administration a plan for 
implementing the transfer of title to, and 
operations of the Facilities. To the extent 
that any license to technology or intellectual 



ov 
property would not remain in force 
following such termination, the transfer plan 
shall also include a plan for the provision of 
services or arrangements so as to ensure the 
effective continuation of Petroleum 
Activities following such termination. 

S. All Data collected, developed or 
obtained by the Right Holders in relation to 
or resulting from Petroleum Activities 
pursuant to this EPA, including geological, 
geophysical, petrophysical, engineering, 
Well logs, production Data and completion 
status reports and any other reports, 
analyses, interpretations, maps, evaluations 
or other Data (including derivative Data) 
relating to or resulting from Petroleum 
Activities pursuant to this EPA, shall, 
according to applicable Lebanese law, be the 
property of the State. 

6. All Data, referenced in Article 25.S of 
this EPA that is collected, developed or 
obtained by the Right Holders shall be 
submitted to the State free of charge and 
may be used for Petroleum Activities free of 
charge by the Right Holders for the duration 
of this EPA. 

7. Copies of the referenced in Article 
25.5 shall be stored in Lebanon. Additional 
copies of such Data, Lebanese law, be 
exported. In addition, core samples may be 
exported temporarily for such period of time 
as may be reasonably necessary to allow 
Right Holders or their Contractors and 
Subcontractors to perform analyses in 
connection with Petroleum Activities, but 
shalt be returned to Lebanon as quickly as 
reasonably practicable after the completion 
of such analyses. In cases where an 
unavoidable consequence of the analyses 
carried out by Right Holders or their 
Contractors and Subcontractors is the 
destruction of core samples, the remnants 
of such core samples shall be returned to 
Lebanon in accordance with this Article. 

8. All proprietary technology of the 
Right Holders and their Affiliates, 
Contractors and Subcontractors used in 



connection with Petroleum Activities shall 
remain tha property of the Right Holders 
and their Afflllates, Contractors and 
Subcontractors. 

Art 27. Procurement and supply bases 

1. Subject to applicable Lebanese law 
and the provisions of the Joint Operating 
Agreement for the procurement of goods 
and services for the purpose of Petroleum 
Activities pursuant to this EPA, Right Holders 
shall conduct procurement on the basis of 
competitive tenders (except that 
competitive tenders shall not be required 
for (i) any contract between the Operator 
and an the Initial Right Holder or its Affiliates 
which has been approved in advance by the 
Minister in accordance with Article 27 .2 of 
this EPA or (ii) any contract, or group of 
related contracts, with a total value of 
US$SO,OOO or less, or such other lower 
threshold as the Right Holders may agree in 
the Joint Operating Agreement). The Right 
Holders shall ensure that preferential 
treatment is given to Lebanese goods and 
services that are competitive with regard to 
quality, availability, price and performance, 
in accordance with Article 67 of the law no 
132/2010 (OPR Law) and Article 157 of the 
decree no 10289/2013 {PAR). Without 
limiting the foregoing, the Right Holders 
shall procure that: 

a) in selecting Contractors for the 
provision of services in relation to 
Petroleum Activities, the Operator 
shall select, when possible, 
Individuals who are Lebanese or 
Entities which are majority-owned or 
controlled by Lebanese nationals 
and that provide such services 
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through permanent establlshments 
In Lebanon, provided that: 

(1) the Operator, in Its 
judgment acting reasonably, 
Is satisfied (on the basis of 
demonstrated ability, 
experience, quality, timely 
performance, workmanship 
and other relevant criteria) 
with their ability to properly 
perform the work entrusted 
to them; 

(ii) the cost of such 
services does not exceed one 
hundred and ten per cent 
(110%) of the lowest 
acceptable cost of equivalent 
or similar services offered by 
or otherwise available from 
foreign individuals or Entities 
that are not majority-owned 
or controlled by Lebanese 
nationals; and 

(iii) the other terms and 
conditions applicable to such 
services are otherwise 
competitive with those 
available from foreign 
individuals or Entities that are 
not majority-owned or 
controlled by Lebanese 
nationals; and 

b) in purchasing goods, the Operator 
shall give preference to goods which 
originate from Lebanon, or are 
manufactured or constructed in 
Lebanon, ln each case· by Entities 
that are majority-owned or 
controlled by Lebanese nationals, 
provided that: 

(i) the Operator is reasonably 
satisfied (on the basis of 
demonstrated quality, 
workmanship, availability in 
the quantity and at the times 



when needed, and, as may be 
appropriate, availability of 
service and support, and 
other relevant criteria) with 
the fitness of the goods; 

(ii) the goods price does 
not exceed one hundred and 
five per cent (105%) of the 
lowest acceptable all 
inclusive cost offered by or 
otherwise available for 
equivalent or similar goods 
that do not originate from 
Lebanon, are not 
manufactured or constructed 
in Lebanon or are not 
supplied by Entities that are 
not majority-owned or 
controlled by Lebanese 
nationals; and 

(iii) the other terms and 
conditions on which such 
goods are offered or 
otherwise available are 
competitive with available 
goods that do not originate 
from Lebanon, are not 
manufactured or constructed 
in Lebanon or are not 
supplied by Entities that are 
not majority-owned or 
controlled by Lebanese 
nationals. 

Right Holders and the Operator shall 
procure that Contractors and their Sub
contractors shall comply with this Article. 
The Exploration Plan and each Development 
Plan shall include a plan for retaining 
Lebanese companies as Contractors and 
Subcontractors, including priority rules 
meeting the requirements set forth in this 
Article. 

2. The Operator may enter into 
agreements with Contractors (and permit 
Contractors to enter Into agreements with 
Subcontractors) for the conduct of 
Petroleum Activities, and with suppliers of 
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goods, equipment and materials to be used 
in Petroleum Activities, so long as such 
agreements are consistent with the terms of 
this EPA, the Joint Operating Agreement and 
Lebanese law. In the absence of Lebanese 
law specifying the procedures to be followed 
by the Operator in the procurement of 
goods and services under this EPA, the Joint 
Operating Agreement shall specify the 
applicable procurement procedures, 
provided that any agreement (i) between 
the Operator and any Right Holder or 
Affiliate thereof or jii) which provides for a 
total amount of Recoverable Costs to be 
incurred under such agreement (or any 
group of related agreements) in excess of 
US$10 million in any calendar year, or US$20 
million overall, must be approved in advance 
by the Minister upon the recommendation 
of the Petroleum Administration. 

Any request for approvals shall include the 
amount of the relevant agreement or group 
of related agreements, the name of the 
relevant Contractor and either a copy of the 
agreement(s) or a description of the 
material terms thereof in reasonable detail. 
ln the event that the Minister does not 
respond to a properly submitted request for 
approval of any agreement within thirty (30) 
days of submission, the request shall be 
deemed to be approved. 

Art 30. Indemnification and liability 

1. The Right Holders shall indemnify 
and hold the State harmless from and 
against any and all claims, actions, demands 
and proceedings made against the State by 
third parties in respect of injury, loss or 
damage resulting from an act or omission by 
a Right Holder or the Operator and/or their 
Affiliates and/or Contractors or 
Subcontractors in their conduct of the 
Petroleum Activities that is in material 
breach of the EPA or Lebanese law or 
amounts to Gross Negligence or Wilful 
Misconduct. 



2. Notwithstanding anything to the 
contrary in this EPA, no Right Holder or any 
of their Affiliates, Contractors or 
Subcontractors carrying out Petroleum 
Activities on behalf of a Right Holder shall be 
liable to the State and the State shall not be 
liable to any Right Holder or any of their 
Affiliates, Contractors or Subcontractors, for 
consequential or indirect losses, damages, 
expenses or liabilities including but not 
limited to inability to produce Petroleum, 
loss of Production or loss of profit. 

3. In carrying out' Petroleum Activities 
pursuant to this EPA, the Kight Holders shall 
not be liable for any loss or damage suffered 
by the State that is caused by a Right Holder, 
the Operator or any of their Affiliates, 
Contractors or Subcontractors carrying out 
Petroleum Activities on behalf of a Right 
Holder unless such injury, loss or damage is 
the result of a breach of the EPA or Lebanese 
law or Gross Negligence or Wilful 
Misconduct on the part of a Right Holder, 
the Operator and/or their Affiliates, and/or 
Contractors or Subcontractors. 

4. Any claim pursued by any third 
parties which would entitle any of the 
Parties, the Contractors or Subcontractors 
together referred to herein as the 
"Indemnified Party" to be indemnified by 
any of the other Parties, the Contractors or 
Subcontractors, together referred to herein 
as the "Indemnifying Party", shall be 
promptly cornmunicated by the Indemnified 
Party by notice to the Indemnifying Party so 
that the Indemnifying Party may promptly 
intervene in such third party claim and 
pursue its defence. Such notice shall include 
a description of the third party claim and 
shall be accompanied by copies of all 
relevant papers received by the Indemnified 
P<irty and its counsel with respect to such 
third party claim (a "Clahn Notice"). The 
Indemnified Party shall cooperate with the 
lndernnifying Party and its counsel in 
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contesting such third party claim. If the 
Indemnified Party fails promptly to 
communicate by notice as provided above, 
it shall not lose its rights to the 
indemnification pursuant to this Article, 
except to the extent that such failure results 
In prejudice to the Indemnifying Party. 

5. If within thirty (30) days of receipt of 
a Claim Notice, the Indemnifying Party 
notifies the Indemnified Party that It elects 
to assume the defence of such claim, then 
the Indemnifying Party shall have the rights 
to defend, at its cost and expense, such 
claim by all appropriate proceedings 
including compromise or settlement 
thereof, so long as any settlement 
agreement does not provide for or result in 
any continuing liability or obligation on, or 
an admission of fault by, the Indemnified 
Party in respect of such third party claim. If 
the Indemnifying Party fails to elect to 
assume the defence of such claim within 
thirty (30) days of receipt of a Claim Notice, 
then the Indemnified Party shall have the 
right to defend at the sole cost and expense 
of the Indemnifying Party the third party 
claim by all appropriate proceedings 
including any compromise or settlement 
thereof. 

6. Except as provided for in paragraph 6 
of this Article, the Indemnified Party shall 
not settle or compromise any third party 
claim without the prior written consent of 
the Indemnifying Party, and in the event that 
it does so, the Indemnified Party shall not be 
entitled to any indemnification or to be held 
harmless in relation to such third party claim 
so settled or compromised. 

7. The Right Holders shall cause the 
Contractors and Subcontractors to comply 
with the provisions of this Article as if they 
were parties thereto. 



Art. 36 Early Termination and Forced 
Assignment 

1. Early Termination 
a) The Minister may terminate this 

EPA by giving all of the Right Holders 90 
days' written notice (an "EPA Termination 
Notice") specifying in reasonable detail the 
relevant circumstances if any of the 
following events or circumstances (each, a 
"Termination Event") occurs and is 
continuing: 

(i) a . matecial oc cepeated 
breach by the Right Holders 
or the Operator of the law no 
132/2010 (OPR Law}, the 
decree no 10289/2013 (PAR) 
or this EPA; 

(ii) the Right Holders have failed 
to comply within a 
reasonable period of time 
with any final decision 
reached: (A) as the result of 
arbitration proceedings in 
accordance with Article 38 of 
this EPA, or (B) by a sole 
expert in accordance with 
Article 39 of this EPA that is 
final and binding in 
accordance with the 
provisions of this EPA; 

(iii) the occurrence of an Event of 
Force Majeure that 
substantially disrupts the 
conduct of Petroleum 
Activities for a period of at 
least thirty-six (36) 
consecutive months provided 
that the Minister reasonably 
believes, based on the 
recommendation of the 
Petroleum Administration, 
that a party qualified in 
accordance with the 
Lebanese law would be 
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capable of conducting the 
Petroleum Activities In the 
Block pursuant to this EPA 
notwithstanding the events 
giving rise to such Event of 
Force Majeure; or 

(iv) The revocation of the 
Petroleum Right granted 
hereunder pursuant to 
Article 161 of the decree no 
10289/2013 (PAR). 

b) If the Right Holders have 
remedied the Termination Event within the 
90 days' notice period, the EPA Termination 
Notice shall be deemed to be no longer in 
effect. If the Right Holders notify the 
Minister that the Termination Event is not 
capable of remedy within such 90 day 
period, but is capable of remedy in a longer 
period of time, the Minister may grant an 
extension and suspend the effect of the EPA 
Termination Notice, so long as the Right 
Holders are diligently pursuing a remedy. 

c) Any termination of this EPA 
pursuant to this Article shall be effective 
notwithstanding any dispute by the Right 
Holders of the grounds for such termination. 
In the event that an arbitral tribunal 
appointed pursuant to Article 38 of this EPA 
determines that such termination was not 
justified, the remedy of the Right Holders 
shall be limited to monetary damages based 
on the fair market value (determined in the 
manner set forth in paragraph {d), except for 
the additional limitation relevant to an 
Event of Force Majeure) of their rights under 
this EPA as of the date of termination. 

d) No compensation shall be 
paid to the Right Holders Jn connection with 
any termination pursuant to this Article, 
except that upon any termination resulting 
from a Termination Event set forth in 
paragraph l(a)(lii) of this Art!cte, the State 
shall pay to the Right Holders an amount 
equal to the greater of {I) all Recoverable 
Costs that have not been recovered as of the 
time of such termination, and (II) 80% of the 



fair market value of the Participating 
Interests of the Right Holders as of the date 
of termination (such fair market value being 
equal to the amount that a vvilllng buyer 
would pay to a willing seller of such 
Participating Interests, free of all 
Encumbrances, for cash consideration in 
U.S. dollars and on arm's length terms, 
determined on a going concern basis and 
assuming that the Event of Force Majeure 
ends as of the date of termination). 

The fair market value shall be determined by 
the Parties through negotiations, but if such 
negotiations do not result in an agreement 
within ninety (90) days, then either the State 
or the Right Holders may submit the issue to 
final resolution through arbitration pursuant 
to Article 38 of this EPA. 

e) The Right Holders may 
terminate this EPA by giving the State 90 
days' written notice upon an Event of Force 
Majeure occurring and continuing that 
substantially disrupts the conduct of 
Petroleum Activities for a period of at least 
thirty-six (36) consecutive months. The 
Right Holders may also withdraw from this 
EPA and surrender their rights hereunder in 
the circumstances contemplated in Article 
39 of the decree no 10289/2013 (PAR). Any 
such withdrawal or surrender must be made 
by all of the Right Holders (or by the 
Operator acting on their behalf, if duly 
appointed to do so by the Right Holders). 
The withdrawal or surrender of a 
Participating Interest by one or more (but 
less than all) Right Holders shall be treated 
as an Assignment and may only be made in 
compliance with the requirements of Article 
34 of this EPA. No compensation shall be 
paid to the Right Holders in connection with 
a termination or surrender contemplated in 
this paragraph. 

2. Forced Assignment 

e) In the event of a Forced 
Assignment under Article 36.2(b) of this EPA, 
each Non-Defaulting Party shall be required 
to accept the assignment of its share of the 
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Defaulting Party's Participating Interest, 
provided that the Non~Oefaultlng Parties 
shall not be liable for any obligations of the 
Defaulting Party accrued prior to the Forced 
Assignment. From the date of the Forced 
Assignment, the Non-Defaulting Parties shall 
be jointly and severally liable for all 
obUgatlons arising from the Defaulting 
Party's Participating Interest Including but 
not limited to, any Minimum Work 
Commitment. The Right Holders may agree 
to arrangements among themselves for the 
compensation (or absence of compensation) 
of the Defaulting Party, but no such 
agreement shall have any impact on the 
effectiveness of, or result in a delay in, any 
Forced Assignment. 

f) Notwithstanding Article 
36.2{b), the Minister may elect to have the 
State or an Entity wholly-owned by the State 
(provided that such Entity will be financially 
capable of meeting its obligations under the 
EPA) (i) take a Forced Assignment of the 
Defaulting Party's entire Participating 
Interest in lieu of the Non-Defaulting Parties, 
or (ii) take an assignment of a Participating 
Interest of 0.01% from the Defaulting Party, 
in which case the assignment to each Non
Defaultlng Party shall be reduced 
accordingly. No compensation shall be paid 
to the Defaulting Party in connection with 
any such Forced Assignment. 

Art.44 Notices 

1. Subject to the second paragraph of 
this Article, all notices, invoices and other 
communications hereunder shall be 
deemed to have been properly given or 
presented, If delivered in writing In person 
or by courier or sent by facsimile or email at 
the addresses indicated in this Article with 
the charges associated with the delivery of 
the notice, Invoice or other communication 



being paid by the sender. Any notice shall be 
effective upon receipt by the Party to which 
it is addressed. All such notices shall be 
addressed to the State or the Right Holder, 
as the case may be, as follows: 

a) The State: 
The Ministry of Energy and Water 
[address] 
[Attention] 
[email] 
(fax) 
with a copy to: 

The Petroleum Administration 
(address] 
(Attention) 
[email) 
[fax) 

b) The Right Holders: 
(XXX] 
[address) 
[Attention] 
(email) 
(fax) 

[YYY] 
(address] 
(Attention) 
[email] 
[fax) 

(ZZZ) 
(address] 
(Attention) 
(email] 
(fax) 

2. If a Right Holder requests that the 
Minister or the Petroleum Administration 
provide its approval or take any other official 
action under this EPA, the request shall be 
registered at the office of the Mlnlster or the 
Petroleum Administration, as the case may 
be. 
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3. Subject to the fourth paragraph of this 
Article each Party to this EPA may substitute 
or change the address provided in the first 
paragraph of this Article by giving written 
notice thereof to the others. 

4. Each Right Holder shall at all times 
maintain an address in Lebanon for the 
purpose of service of notice, 

IN WITNESS WHEREOF, the Minister of 
Energy and Water herein representing the 
Republic of Lebanon and each Right Holder 
have signed this EPA in [four (4)] originals in 
each of the Arabic and English languages, as 
of the date first herein above stated. 

The Republic of Lebanon 
By: ................................................. . 
Minister of Energy and Water 
Date .......................................... . 

[XXX) 
By: 
Position: ........................................ .. 
Date: .................................... . 

Position: ......................................... . 
Date: .................................... . 

[ZZZ) 
By: ............................................... 
Position: ......................................... . 
Date: .................................... . 
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Annex D 
Accounting and Financial Procedure 

This Annex is attached to and made part of 
the Exploration and Production Agreement 
dated [ ....... , 20 ... ] concluded between the 
Republic of Lebanon and [XXXj, [VYY] and 
[ZZZ). 

1. General provisions 

1.1. Purpose 

The purpose of this Accounting and 
Financial Procedure is to determine the 
manner in which the Right Holder's books 
and accounts shall be prepared and 
maintained, to establish the methods for 
determining charges and credits applicable 
to Petroleum Activities pursuant to the EPA, 
and to settle the Petroleum costs applicable 
to the entire EPA Block. 

1.2. Definitions 

(a) In addition to definitions stipulated in 
this Accounting and Financial 
Procedure, definitions stipulated in the 
Law no 132/2010 {OPR Law) , the 
Decree no 10289/2013 (PAR) and the 
main body of the EPA apply to this 
Accounting and Financial Procedure. 

(b) The following words and terms in the 
Accounting and Financial Procedure 
shall have the following meaning: 

"Accrual Basis" means that basis of 
accounting under which costs and 
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benefits are regarded as applicable to 
the period In which the right to the 
benefit arises or revenues are earned, 
and the liability for the cost is incurred, 
regardless of when invoiced, paid, or 
received. Cost and expenses shall be 
deemed to have been Incurred: 

(i) with regard to physical items, In 
the accounting period where the 
Right Holder acquires title thereto, 
.od 

(II) with regard to services, in the 
accounting period when the services 
are performed. 

"Calendar year" means a period of 
twelve (12) consecutive Months 
according to the Gregorian calendar, 
commencing with the first (1'1) day of 
January and ending with the thirty-first 
(31st) day of December. 

"Calendar month" means any of the 
twelve (12) months of the Calendar 
year. 

"Calendar day" means any of the seven 
(7) days of the week. 

"Excess Corporate Income Ta11" means, 
for any calendar year, the excess (if any) 
of the amount of Lebanese corporate 
income tax actually accrued in respect of 
such year with respect to net income 
earned by the Right Holders from 
Petroleum Activities, above the amount 
of Lebanese corporate Income tax that 
would have accrued in respect of such 
calendar year on net inconie earned by 
the Right Holders from Petroleum 
Activities according to the corporate 
income tax rate as pursuant to Article 
28.3 of the EPA. If any Right Holder 
conducts any trade or business 
unrelated to Petroleum Activities that is 
subject to corporate income tax Jn 
Lebanon, such other trade or business 
shall be disregarded for purposes of 
determining the Excess Corporate 
Income Tax. 

4;' Lil, lf"ll •fal4 ~I ~tLllJ 
,.;:;1,1.,,~1 ~ ) ~tLll "' c).>.11 
u,ilSlll U<> 'JJ:,....JI J.>.; 4;' rl>J 
CJ.Jtl WC )dull LI~ ,e~l 

.W ,~1 JI i,.i> JI i._,,_,,.; 
.i.~ <....:t.i L~l i....U\\Sll\ ·1 -~- \ • .J .J~ ~~ 

;l>.\;S' " 

.1;,w1 _,,...u.i4 ~ L. _,; ( 1 ) 

~ "131 ""'"'l...11 ; fall "' 
·~ c).>.11 yo.\... l,J)I.;. 

; fall "' ,.;:;L.ill4 ~ L. "' ( l ) 

.:i. "''" l,J)I.;. "' "131 ""'"'l...11 
w~All 



Y. 1 ~/'/' _ 'I' '\ ,_w1 J.J.. _;;,,...)I ";_,,JI 

"Joint Account" means the account or 
set of accounts maintained by the 
Operator to record Recoverable Costs 
and other amounts to be debited and 
credited thereto In accordance with this 
Accounting and Financial Procedure. 

"Material" means machinery, 
equipment and supplies acquired and 
held for use in Petroleum Activities. 

"Section" means a section of this 
Accounting and Financial Procedure. 

1.3. References to Laws and Accounting 
Principles 

(a) Any reference to a law, regulation, 
agreement or other document shall 
mean such law, regulation, agreement 
or document as the same may be 
supplemented, amended or modified 
from time to time in accordance with 
its terms, and references to a specific 
article or section of such law, 
regulation, agreement or other 
document shall be construed as 
references to the relevant successor 
article or section of such 
supplemented, amended or modified 
law, regulation, agreement or other 
document. 

(b) Any reference to generally accepted 
and recognised accounting principles 
used in the international Petroleum 
Industry shall mean those principles 
generally used from time to time. 

1.4. Accounting records and 
statements submitted by the Right 
Holders 

(a) Within sixty (60) days of the 
Effective Date, the Operator shall 
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submit to tho Petroleum 
Administration a proposed outline 
of charts of accounts, operating 
records and reports, applicable to 
Petroleum Activities pursuant to the 
EPA, which shall be In accordance 
with applicable Lebanese law and 
generally accepted and recognised 
accounting principles used in the 
international Petroleum industry. 
Within sixty (60) days of receiving 
the above submission the Petroleum 
Administration shall either approve 
the proposal or require revisions to 
the proposal as It deems necessary 
or appropriate in Its sole discretion. 
Following the approval and within 
one hundred and twenty days {120) 
of the Effective Date, the Operator 
shall expeditiously prepare and 
provide all Right Holders and the 
Petroleum Administration with 
formal copies of the comprehensive 
charts of accounts related to the 
accounting, recording and reporting 
functions for the Right Holders to 
implement the charts of accounts, 
and in order to allow the Petroleum 
Administration to examine the Right 
Holder's manuals and to review 
procedures which are, and shall be, 
observed under the EPA. R'1ght 
Holders' Final End-of· Vear 
Statement shall be issued by an 
Independent internationally· 
recognised auditing company in 
accordance with Section 6.6 of this 
Annex. The Petroleum 
Administration shall be permitted to 
audit on site all of the Operator's 
and/or the Right Holders' records 
that evidence any of the reports 
Issued by the Operator or any Right 
Holder under the EPA in accordance 
with the procedures set forth in 
Article 32 of the EPA. 
The Right Holders shall also maintain 
a chart of accounts that complies 
with Lebanese tax regulations with 
respect to tax payments and tax 
returns preparation. 

(b) Notwithstanding the generality of 
the foregoing, the Operator on 
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behalf of the Right Holders is 
required to make regular 
statements to the Petroleum 
Administration relating to the 
Petroleum Activities performed 
pursuant to the EPA. These 
statements shall as a minimum be as 
follows: 

{i) Production Report (see Section 
6.1 of this Annex); 

(Ii) Value of Production and Royalty 

Statement (see Section 6.2 of 
this Annex); 

(iii) Cost Recovery Statement (see 
Section 6.3 of this Annex); 

(Iv) Statement of Expenditure and 
Receipts (see Section 6.4 of this 
Annex); 

(v) Profit Petroleum Sharing 
Statement {see Section 6.5 of 
this Annex); 

(vi) Final End-of.Vear Statement 
(see Section 6.6 of this Annex); 

(vii) Budget Statement (see Section 
6.7 of this Annex); and 

(viii) Local Procurement Statement 
(see Section 6.8 of this Annex). 

In accordance with Article 164ofthe 
Decree no 10289/2013 (PAR), the 
Operator on behalf of the Right 
Holders shall provide to the 
Petroleum Administration such 
additional information and 
documents relating to the 
Petroleum Activities as the 
Petroleum Administration may 
require, Including any modifications 
to or additional requirements 
concerning the contents of the 
statements listed in this Section 
1.4(b). 

(c) All reports and statements shall be 
prepared In accordanc:e with the 
EPA, tipplleable Ltbahese law at1d, 
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(di 

(o) 

(f) 

where there are no relevant 
provisions in either of these, in 
accordance with generally accepted 
and recognised accounting 
principles used in the international 
Petroleum industry. 
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shall Right Holder Each 

responsible for preparing its own 
accounting and tax reports to meet 
the applicable requirements of the 
Republic of Lebanon and of all other 
countries to which the Right Holder 
mciy be subject. The Operator, to 
the extent that the information is 
reasonably available from the Joint 
Account records, shall provide the 
Right Holders in a tlmely manner 
with the necessary information to 
facilitate the discharge of such 
responsibility. 

The Operator shall at all times 
maintain and keep in Lebanon true 
and correct records of the 
Production and disposition of all 
liquid and gaseous Petroleum, and 
of all Recoverable Costs, as well as 
other Data necessary or proper for 
the settlement of accounts between 
the State and the Right Holders, 
between the Operator and Right 
Holders, and between Right Holders 
hereto in connection with their 
rights and obligations under the 
EPA. Such accounts and records 
shall also be maintained in Lebanon 
so as to enable the Right Holders to 
comply with their respective 
obligations under applicable 
Lebanese income tax and other 
laws. 

Accounting records pertaining to 
Petroleum Activities Operations 
shall be maintained in accordance 
with applicable Lebanese law and 
the EPA, and when required, 
generally accepted accounting 
practices used in the international 
Petroleum industry. 



(g) The Accrual Basis for accounting 
shall be used in maintaining the 
Joint Account related to Petroleum 
Activities, e)(cept for the calculation 
of the Cumulative Cash Inflow for 
purposes of the computation of the 
R-Factor in Article 24 of the EPA. 

1.S. Language and units Of account 

(a) Accounts shall be maintained in 
United States dollars, and may in 
addition be kept in such other 
currency as may be required under 
applicable Lebanese law. 

(b) Metric units and Barrels shall be 

(o) 

employed for measurements 
required under this Annex. 

The language employed shall be 
English and such other language as 
may be required under applicable 
Lebanese law. Where necessary for 
clarification the Right Holder may 
also maintain accounts and records 
in other languages, units of 
measurement and currencies 

1.6. Currency exchange 

(a) Conversions of currencies into and 
from United States dollars shall be 
recorded at the rate actually 
experienced in the conversion, 
which shall be at the prevailing rate 
at the date of transaction. Unless 
otherwise agreed, currency 
translations to United States dollars 
equivalents for non-United States 
dollar expenditures accrued but not 
paid and receipts shall be recorded 
at the arithmetic average of the 
buying and selling exchange rates 
for conversions between United 
States dollars and the currency of 
expenditure/receipt at the close of 
the last business day as published by 
the Lebanese Central Bank, or if not 
published, then by the Wall Street 
Journal or some other mutually 
agreed publication. 
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vv 
(b) 

(c) 

Any realized or unrealized gains or 
losses from currency exchange 
related to Petroleum Activities shall 
be credited or charged to the Joint 
Account, except as otherwise 
specified in this Accounting and 
Financial Procedure. Any such 
exchange gains or losses shall be 
separately identified as such. 

A record of the exchange rates used 
in converting Lebanese Pounds or 
any other currencies into United 
States dollars shall be maintained. 

1.7. Payments between 

(a) 

(b) 

(c) 

(d) 

Default interest rate 

Except as provided in this Section 
1.7 (b) and (c), all payments 
between the Parties, unless 
otherwise agreed, shall be ln United 
States dollars and through a bank 
designated by each receiving Party. 

Payment of any individually 
chargeable tax by the Right Holder 
shall be made in accordance with 
the provisions of the EPA and 
applicable Lebanese law. 

Discharge of the Right Holder's 
obllgation with respect to Royalty 
and the State's share of Profit 
Petroleum shall be made in 
accordance with the EPA and 
applicable Lebanese law. 

All sums due bya Right Holder to the 
State or from the State to the Right 
Holder pursuant to the EPA or 
applicable Lebanese law during any 
Calendar month shall, for each day 
such sums are overdue during such 
month, bear interest compounded 
on a monthly basis at a rate 
equivalent to the delay penalty paid 
on withholding tax, ·ccordlng to the 
Lebanese Tax Procedures Law. 
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1.8. State right to audits 

(') 

(b) 

Pursuant to applicable Lebanese law 
and the EPA and upon giving the 
Right Holder thirty (30) Calendar 
days' notice, the Petroleum 
Administration either directly or 
through Its representatives 
(including professional accounting 
firms appointed by the Petroleum 
Administration, provided that those 
firms are not directly or Indirectly 
associated with the Right Holder 
under audit, In order to avoid any 
conflict of interest) shall have the 
right at any time to audit the Right 
Holder's accounts and records 
maintained in connection with 
Petroleum Activities or otherwise 
pursuant to the EPA with respect to 
any Calendar year. For purposes of 
auditing, the Petroleum 
Administration may examine and 
verify at reasonable times all 
charges and credits relating to the 
Petroleum Activities such as books 
of account, accounting entries, 
M01teria\ records, inventories, 
payrolls, tenders, invoices and any 
other documents, correspondence 
and records necessary to audit and 
verify the charges and credits. 
Furthermore the auditors shall have 
the right in connection with such 
audit to visit and inspect, subject to 
reasonable notification, all sites, 
Facilities, warehouses and offices of 
the Right Holders related to the 
Petroleum Activities pursuant to the 
EPA, Including visiting personnel 
associated with such Petroleum 
Activities. 

Without prejudice to the fl11<:11ity of 
matters as described In Section 1.8 
{a) above, all documents referred to 
in that Section shall be maintained 
and rnade available for inspection by 
the State for such a time as is 
prescribed by the EPA or applicable 
Lebanese law (whichever is longer). 

VA 



(o) 

(d) 

No later than one hundred and 
twenty (120) days after the end of 
each Calendar year, each Right 
Holder shall cause each of its 
Affiliates that provides goods or 
seivices in connection with 
Petroleum Activities to provide an 
audit certificate from an 
Internationally recognized firm of 
auditors acceptable to the 
Petroleum Administration certlfyir@ 
that all amounts paid or payable to 
the Affiliate for ·such goods and 
services that are charged to the Joint 
Account in respect of such Calendar 
year are done so fully in compliance 
with this Accounting and Financial 
Procedure, or noting any exceptions 
(which shall be applied as an 
adjustment as soon as practicable 
after delivery of the audit 
certificate). Such audit certificate 
shall be conclusive in the absence of 
fraud, gross negligence or manifest 
error. The Right Holder shall also 
require its Affiliates to maintain 
documents relating to Petroleum 
Actlvities conducted pursuant to the 
EPA as if they were a Right Holder. 
In addition, each Right Holder shall 
be required to Include in Its 
contracts with Contractors audit 
certification and document 
maintenance provisions (with 
respect to which the State shall be a 
third party beneficiary) which allow 
the Petroleum Administration or its 
representatives to request an audit 
certificate from the Contractors and 
its Subcontractors as to compliance 
of charges with the terms of the 
relevant contract or subcontract, as 
applicable. 

The Right Holder shall reply in 
writing on exceptions raised in the 
audit report within ninety (90) days 
after receipt of the report. Where 
the Right Holder has, after the 
ninety (90) days, failed to reply in 
writing on the audit report 
exceptions, the Right Holder shall be 
deemed to have agreed on the 
exceptions and the accounts shall be 
adjusted accordingly. 
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{e) 

{f) 

lg) 

{h) 

All agreed adjustments resulting 
from an audit agreed between the 
State and the Right Holder shall be 
promptly made In the Right Holder's 
accounts and any consequential 
adjustments to the State's 
entitlement to Petroleum shall be 
made within thirty (30) days along 
with interest due for late payment 
under Section 1.7 (d). 

If any dispute shall arise from the 
audit adjustments, either party may 
refer any dispute to arbitration 
pursuant to Article 38 of the EPA or, 
if the Parties so agree, to a sole 
expert pursuant to Article 39 of the 
EPA. 

Any Information obtained under the 
provision of this Section 1.8 which 
does not relate directly to the 
Petroleum Activities shall be kept 
confidential by the State in 
ac:cordance with Article 35 of the 
EPA or as is required by Lebanese 
law. 

Audit costs shall be borne by the 
State. 

The Accounting and Financial 
Procedure is without prejudice to 
the rights of the State or any 
competent authority to audit 
Petroleum Activities as and when, 
Including applicable time periods, 
provided by appllcable Lebanese 
law. 

2. Classification, definition and allocation 
of cost and expenditures 

Costs and expenditures shall be segregated In 
accordance with the purpose for which such 
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expenditures are made. All Exploration Costs 
and Development Costs are considered Capital 
Expenditures for purposes of the EPA, and all 
Operating Costs are considered Operating 
Expenditures for purposes of the EPA. All 
expenditures relating to the Petroleum Activities 
shall, subject to applicable Lebanese law and the 
EPA, be classified, defined and allocated as 
follows: 

2.1. Exploration Costs 

"Exploratlon costs" means all such direct 
and allocated indirect costs agreed, 
contracted or Incurred after the Effective 
Date in the search for Petroleum in the EPA 
Block and Appraisal Activities conducted 
during the Exploration Phase, including: 

(a) 

(b) 

(c) 

(d) 

(el 

Aerial, geophysical, geochemical, 
paleontological, geological, 
topographical and seismic surveys 
and studies and their Interpretation. 

Core hole drUllng and water well 
drilling as part of exploration 
operations. 

Labour, Materlals and services Lised 
in drilling Wells with the object of 
finding new Reservoirs or for the 
purpose of appraising the extent of 
Reservoirs already discovered 
provided such Wells are not 
completed as Production Wells. 

Facilities used solely in support of 
Exploration together with 
purchased geological and 
geophysical information. 

Service Costs (as defined below) 
allocated to Exploration on a basis 
determined by the applicable 
Lebanese law or, in the absence of 
such basis, as agreed to between the 
Minister based on the opinion of the 
Petroleum Administration and the 
Operator on a systematic basis and, 
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(f) 

failing agreement, to be determined 
by a sole expert in accordance with 
the EPA. 

General and Administrative 
Expenses (as defined below) 
allocated to Exploration on a basis 
determined by applicable Lebanese 
Jaw or, in absence of such basis, as 
agreed to between the Minister and 
the Operator, based on the opinion 
of the Petroleum Administration, on 
a systematic basis and, failing 
agreement, to be determined by a 
sole expert in accordance with the 
EPA. 

2.2. Development Costs 

"Development Costs" means all 
expenditures incurred in Development 
activities (recorded separately for each 
Development and Production Area), 
including: 

(•) 

(b) 

(<) 

(d) 

Costs related to Appraisal Activities 
conducted during the Development 
Phase. 

Drilling Wells which are completed 
as Production Wells and Wells for 
purposes of Production from a 
Reseivoir already discovered 
regardless of whether these Wells 
are dry or producing. 

Tangible drilling costs for 
completing Wells by way of 
Installation of casing or equipment 
or otheiwise after a Well has been 
drilled for the purpose of bringing 
the Well Into use as a Production 
Well. 

Intangible drilling costs such as 
labour, consumable Material and 
services having no salvage value 
which are incurred in drilling and 
deepening of Wells for Production 
purposes. 
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1•1 

{f) 

{g) 

{h) 

(i) 

Geological aod geophyslcal 
information acquired in connection 
with Development operations. 

The costs of sites, Facilities, and 
appurtenant equipment used In 
Production pursuant to the EPA, 
including but not limited to flow 
lines, Production and treatment 
units, wellhead equipment, 
subsurface equipment, enhanced 
recovery systems, offshore 
platforms, Facilities for landing of 
Petroleum onshore, including the 
ultimate landing terminal, Facilities 
for final processing or treatment of 
Natural Gas for the purpose of 
onwards shipment as liquefied 
natural gas or compressed Natural 
Gas, Petroleum storage Facilities, 
export terminals and piers, harbours 
and related Facilities for Production 
activities. 

Engineering and design studies for 
Facilities. 

Service Costs allocated 
Development activities on a basis 
determined by applicable Lebanese 
law or, in absence of such basis, as 
agreed to between the Minister 
based on the opinion of the 
Petroleum Administration and the 
Operator on a systematic basis and, 
failing agreement, to be determined 
by a sole expert in accordance with 
the EPA. 

General and Administrative 
Expenses allocated to Development 
activities on a basis determined by 
appkcable Lebanese law or, in 
absence of such basis, as agreed to 
between the Minister, based on the 
opinion of the Petroleum 
Administration, and the Operator on 
a systematic basis and, failing 
agreement, to be determined by a 
sola expert in accordance with the 
EPA. 
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2.3. Operating Costs 

"Operating Costsn means all expenditures 
incurred in connection with Petroleum 
Activities after the start of the Commercial 
Production other than Exploration Costs 
and Development Costs, including: 

{a) 

{b) 

{c) 

{d) 

Operating, servicing, maintaining 
and repairing Wells for Production 
and all Facilities completed during 
Development and Production .. 

Planning, producing, controlling, 
measuring and testing the flow of 
Petroleum and collecting, gathering, 
treating, storing and transporting 
the Petroleum from the Reservoir to 
the point of delivery as stipulated by 
the approved Development and 
Production Plan. 

The decommissioning fund cost as 
described Jn Section 2.6. 

The balance of General and 
Administrative Expenses and Service 
Costs not allocated to the 
Exploration Costs or Development 
Costs. 

2.4. Service Costs 

(a) "Service Costs" are direct and 
indirect expenditures in support of 
the Petroleum Activities, including 
for warehouses, offices, camps, 
piers, marine vessels, vehicles, 
motorised rolling equipment, 
aircraft, fire and security stations, 
workshops, water and sewage 
plants, power plants, housing, 
community and recreational 
facilities and furniture, tools and 
equipment used in these activities .. 
Service costs in any Calendar year 
shall Include the total costs incurred 
in such year to purchase and/or 
construct said facilities as well as the 
annual costs to maintain and 
operate the same. AH Service Costs 
shall be regularly allocated as 
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(b) 

(o) 

(d) 

specified in Sections 2.l(e), 2.2(h) 
and 2.3 to Exploration Costs, 
Development Costs and Operating 
Costs, respectively 

Service Costs incurred during the 
period commencing with the 
Effective Date and ending with the 
date of approval of the first 
Development and Production Plan 
and the approval of the Gas 
Infrastructure and Marketing Plan 
(in the case of a Natural Gas 
Discovery) by the Council of 
Ministers for a proposed 
Development and Production Area, 
shall be fully allocated to 
Exploration Cost. 

Commencing with the date of 
approval of the first plan for 
Development and Production and 
the approval of the Gas 
Infrastructure and Marketing Plan 
(ln the case of a Natural Gas 
Discovery) by the Council of 
Ministers for a proposed 
Development and Production Area, 
and 1f it becomes necessary to 
allocate Service Costs to or between 
Petroleum Activities pursuant to 
different exploration and 
production agreements, such 
allocation shall be made on an 
equitable basis in accordance with 
applicable Lebanese law or, In 
absence of such basis, as agreed to 
between the Minister, based on the 
opinion of the Petroleum 
Administration, and the Operator on 
a systematic basis and, failing 
agreement, the allocation to be 
determined by a sole expert in 
accordance with the EPA. 

The Right Holder shall furnish a 
description of Its allocation 
procedures determined as set forth 
above pertaining to Service Costs, 
along with each proposed 
Development and Production Plan. 
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2.5. General 
Expenses 

and Administrative 

"General and Administrative E>tpenses" means: 

(a) 

lb) 

(c) 

All main office, field office and 
general administrative costs in the 
Republic of Lebanon incurred by 
Operator on behalf of the Right 
Holders, including but not limited to 
supervisory, accounting and 
employee relations services. If such 
main office, field office or other 
administrative functions are used 
for Petroleum Activities and for 
activities conducted under other 
exploration and production 
agreements or other activities 
outside the scope of the EPA, such 
costs shall be allocated on an 
equitable basis In accordance with 
applicable Lebanese law or, in 
absence of such basis, as agreed to 
between the Minister, based on the 
opinion of the Petroleum 
Administration, and the Operator 
and, failing agreement, the 
allocation shall be determined by a 
sole expert in accordance with the 
EPA 

An overhead charge for services 
rendered inside and outside the 
Republic of Lebanon by the Right 
Holders' Affiliates for managing the 
Petroleum Activities and for staff 
advice and assistance including 
financial, legal, accounting and 
employee relations services. This 
charge shall be llmlted to one 
percent {1%) of all Exploration Costs, 
Development Costs, and Operating 
Costs for each year (excluding, for 
the avoidance of doubt, General and 
Administrative Expenses otherwise 
included therein). 

All General and Administrative 
Expenses shall be regularly allocated 
::is specified in Sections 2.l(f), 2.2(i) 
and 2.3 to Exploration Costs, 
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(d) 

1•1 

(f) 

Development Costs and Operating 
Costs, respectively 

General end Administrative 
Expenses Incurred during the period 
commencing with the Effective Date 
and ending with the date of 
approval of the first plan for 
Development and Production and 
the approval of the Gas 
Infrastructure and Marketing Plan 
(in the case of ·a Natural Gas 
Discovery) by the Council of 
Ministers for a proposed 
Development and Production Area, 
shall be fully allocated to Exploration 

Cost. 

Commencing with the date of 
approval of the first plan for 
Development and Production and 
the approval of the Gas 
Infrastructure and Marketing Plan 
(In the case of a Natural Gas 
Discovery) by the Council of 
Ministers for a proposed 
Development and Production Area, 
if it becomes necessary to allocate 
General and Administrative 
Expenses to or between Petroleum 
Activities pursuant to different 
exploration and production 
agreements, such allocation shall be 
made on an equitable basis in 
accordance with applicable 
Lebanese law, or, in absence of such 
basis, as agreed to between the 
Minister, based on the opinion of 
the Petroleum Administration, and 
the Operator and, failing 
agreement, the allocatlon shall be 
determined by a sole expert in 
accordance with the EPA. 

The Right Holder shall furnish a 
description of its allocation 
procedures pertaining to General 
and Administrative Expenses 
determined as set forth above, 
along with each proposed plan for 
Development and Production. 
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2.6. Decommissioning Fund 

l•I 

(b) 

(o) 

(d) 

l•I 

For the purpose of costs related to 
the implementation of a plan for 
cessation of Petroleum Activities 
and decommissioning of Facilities, a 

Decommissioning Fund shall be 
established for each Development 
and Production Area as stipulated In 
the Law no 132/2010 (OPR Law), the 

Decree no 10289/2013 (PAR) and 
the EPA. 

For every Quarter, commencing 
from the Quarter in which the first 
cost recoverable payment is made 
into the Decommissioning Fund, and 

for the remaining period In which 
Petroleum Is produced from the 
Development and Production 
Area{s), Right Holders shall charge 
as Operating Costs the Quarterly 
amount to be paid to the 
Decommissioning Fund in 
accordance with the Law no 
132/2010 {OPR Law), the Decree no 
10289/2013 {PAR) and the EPA. 

The first payment Into the 
Decommissioning Fund shall 
commence at the end of the Quarter 
during which fifty percent (50%) of 
the estimated recoverable reserve 
stated in the approved 
Development and Production Plan 
has been produced. 

Payment into the Decommissioning 
Fund with cost recovery effect may 
not commence before fifty percent 
(50%) of the estimated recoverable 
reserves stated in the approved 
Development and Production Plan ls 
produced. 

The amount to be paid to the 
Decommissioning Fund for a 

/\/\ 



(f) 

Quarter shall be charged to the Joint 
Account as Operating Costs. 

The amount to be paid to the 
Decommissioning Fund for a 
Quarter shall be calculated on the 
basis of the estimated cost for the 
Implementation of an approved plan 
(or, if there is not yet an approved 
definitive plan, the preliminary plan 
prepared pursuant to Article 18.3 of 
the EPA) for cessation of Petroleum 
Activities and decommissioning of 
Facilltles, the Production for such 
Quarter and the remaining 
Petroleum reserves to be recovered 
at the time of the first payment into 
the Decommissioning Fund subject 
to adjustments as described below. 
This shall be calculated In the 
following manner: 

QO = (ECO X (QCPE/EPR)) • DSA 

where: 

QD is the amount of funds to be paid 
to the Decommissioning Fund in 
respect of the relevant Quarter; 

ECO is the estimated total cost of 
Implementation of the approved 
plan (or preliminary plan) for 
cessation of Petroleum Activities 
and decommissioning of Facilities, 
as adjusted pursuant to the Law no 
132/2010 (QPR Law), the Decree no 
10289/2013 {PAR) and the EPA; 

QCPE is the total cumulative 
Petroleum extracted from the time 
of the first payment Into the 
Decommissioning Fund until the end 
of the relevant Quarter; 
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(g) 

EPR Is the estimated remaining 
Petrole1.Jm reserves to be recovered 
d1.Jrlng the remaining life of the 
Reservoirs in the relevant 
Development and Production 
Area(s) at the time of the first 
payment Into the Decommissioning 
Fund as adjusted from time to time 
for any reserves arising from 
seco.ndary recovery programmes or 
other changes; and 

DSA is the cumulative amount of 
moneys in the Decommissioning 
Fund following the payment in 
respect of the Immediately 
preceding Quarter. 

The payment in respect of each 
Quarter shall be made within thirty 
(30) days of the end of such Quarter, 
and shalt be subject to adjustment 
following the delivery of the 
relevant year-end statement 
pursuant to Section 6.6 of this 
Accounting and Financial Procedure. 

3. Charges to the Joint Account 

The Operator shall charge the Joint Account for 
all costs and expenditures incurred by the 
Operator for the conduct of Petroleum Activities 
within the limits of approved Work Programs 
and budgets or as otherwise specified by the 
EPA. 

Charges for services normally provided by the 
Operator such as those contemplated which are 
provided by a Right Holder's Affiliate shall reflect 
the actual cost to the Affiliate, on a no gain no 
loss basis, without any element of profit and 
with no allocation of fixed costs in the 
determination of the relevant service fees, for 
performing such services, except as otherwise 
provided in this Accounting and Financial 
Procedure. 

The costs and expenditures shall be recorded as 
required for the settlement of accounts 
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between the Right Holders hereto In connection 
with the rlghts and obligations pursuant to the 
EPA, and for purposes of complying with the tax 
laws of the Republlc of Lebanon and of such 
other countries to which any of the Right 
Holders may be subject. 

Costs and e1ependltures agreed, contracted or 
accrued subsequent to the Effective Date 
chargeable to the Joint Account Include, but are 
not limited to, the following 

3.1. Direct charges 

Cost related to: 

(a) Acquisition and maintenance of surface 
rights as described in Section 4.1 (a). 

(b) labour as described In Section 4.1 (b). 

(c) Offices, warehouses, and miscellaneous 
infrastructure as described in Section 4.1 
{o). 

{d) Transportation costs as described in 
Section 4.1 (d). 

fl: Services as described in Section 4.1 (e), 

(f) Material as described in Section 4.1 (f). 
(g) Taxes and duties as described in Section 

4.1 {g). 
(h) Environmental costs as described in 

Section 4.1 (h). 
(I) Insurance as described in Section 4.1 (I). 

(j) Damages and losses as described in 
Section 4.1 (I). 

(k) legal expenses as described in Section 
4.1 U). 

{I) Training expenses as described in 
Section 4.1 (k). 

(m) Communications expenses as described 
in Section 4.1 (m). 

(n) Cessation and decommissioning as 
described under Section 4.1 (n). 

(o) Cost related to recovery of ancillary 
products as described in Section 4.1 (o). 

(p) Audit and inspection fee as described 
under Section 4.1 {p). 
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(q) Other expenditures as described under 
Section 4.1 (q), 

3.2. Indirect charges 

The Operator shall charge the Joint Account 
monthly for the cost of General and 
Administrative Expenses of the Operator 
and its Affiliates not otherwise provided in 
this Accounting and Financial Procedure. 
General and Administrative Expenses 
chargeable under this Section 3.2 represent 
the cost of general assistance and support 
services provided by the Operator or its 
Affiliates as described In Section 2.5 (a) and 
the charges described In Section 2.5 (b). 
These costs are such that it is not practical 
to identify or associate them with specific 
projects, but are for services which provide 
the Petroleum Activities with needed and 
necessary resources which Right Holders 
require and that provide a real benefit to 
Petroleum Activities. The Operator shall 
provide to the Petroleum Administration 
such information and documents 
supporting the allocation of such costs 
under this Section 3.2 as the Petroleum 
Administration may request, including an 
explanation of the benefit such costs 
provide to Petroleum Activities. No cost or 
expenditure Included under Section 3.1 
shall be included or duplicated under this 
Section 3.2. 

4. Costs, expenses, expenditures and 
credits of the Right Holder 

4.1. Costs recoverable under the EPA 

Subject to the provisions of applicable 
Lebanese law and the EPA, the Operator 
shall subsequent to the Effective Date 
charge to the Joint Account the following 
costs and expenses In respect of the 
Petroleum Activities pursuant to the EPA. 
Costs and expenses incurred In connection 
with Petroleum Activities shall be 
Recoverable Costs, and may be charged to 
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the Joint Account, to the extent they are 
incurred in accordance with approved 
Exploration Plans, Appraisal Plans, 
Development and Production Plans, Work 
Programs and budgets, or otherwise 
pursuant to Artlcle 13 of the EPA {in respect 
of allowances, continuation of operations 
and emergencies). These costs and 
expenses shall be classified under the 
hee1dings referred to in Section 2, and shall 
constitute Recoverable Costs for purposes 
of the EPA without further approval of the 
State (subject to the audit and exception 
rights described above and the contracts 
approval conditions set out in Article Z7.2 

of the EPA), and include the following: 

( <IJ 

(b) 

Surface Rights 
All direct costs attributable to the 
acquisition, renewal or relinquishment 
of surface rights necessary In 
connection with the construction of 
onshore Facilities used in Petroleum 
Activities. 

Labour and associated labour costs, 
including: 

(I) 

(ii) 

The salaries, wages and related 
costs of employees of Operator 
(including secondees from 
Affiliates of the Operator and 
other Right Holders) temporarily 
or permanently assigned in the 
Republic of Lebanon and directly 
engaged in Petroleum Activities; 

The salaries, wages and related 
costs of employees of the 
Operator (including secondees 
from Affiliates of the Operator 
and other Right Holders) 
temporarily or permanently 
assigned outside the Republic of 
Lebanon directly engaged in 
Petroleum Activities, and not 
otherwise covered by Section 4.1 
(e); 

(') 

(') 



{iii) 

(iv) 

Costs for salaries, wages and 
related costs for employees 
working full time on Petroleum 
Activities shall be fully chargeable 
to the Joint Account. Costs for 
salaries, wages and related costs 
for employees working part·tlme 
on Petroleum Activities shall be 
chargeable to the Joint Account 
on a pro rata basis, taking into 
account time spent by the 
relevant employees or such other 
equitable basis as may be 
determined by the Minister based 
on the opinion of the Petroleum 
Administration; 

"Related costs" for purposes of 
the foregoing include: 
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a) holiday, vacation, sickness, 
severance (unless for 
dismissal of an employee 
without cause as 
determined by a court or 
arbitral body of competent 
jurisdiction), and disabflity, 
retirement and survival 
payments applicable to the 
salaries and wages 
recoverable pursuant to the 
foregoing paragraphs. In 
respect of the severance, 
retirement, and survival 
payments mentioned 
above, the amount that 
shall be cost recoverable 
shall be in proportion of the 
total time the employee 
was directly engaged in the 
Petroleum Activities 
pursuant to the EPA on a full 
time equivalent basis to the 
employee's total tenure 
with the Right Holder and 
its Affiliates. 
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b) social charges, or sim'itar 
contributions made 
pursuant to assessments or 
obligations imposed under 
applicable law which are 
applicable to the 
Operator's or Right 
Holder's (asthe case may 
be) cost of salaries and 
wages chargeable under 
the foregoing paragraphs; 

c)Operator's or Right Holder's 
{as the case may be) cost of 
established plans for 
employees' life Insurance, 
hospitalisation, pensions, 
and other benefits of a 
similar nature customarily 
granted to the Right 
Holder's employees and 
those of its Affiliates shall 
also be chargeable to the 
Joint Account; and 

d) reasonable travel and 
personal expenses of 
employees of the Operator 
and the Right Holders 
including those made for 
travel and relocation of the 
expatriate employees and 
their immediate families 
assigned to Petroleum 
Activities In the Republic of 
Lebanon; 

The Operator (on behalf of the 
Right Holders) shall also pay and 
may charge to the Joint Account 
reasonable expenses incurred by 
members and any observers of 
the Management Committee 
appointed pursuant to Article 
16.6 of the EPA in attending 
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meetings of the Management 
Committee; 

(c) Offices 
Cost of maintaining in Lebanon any 
offices and sub-offices, warehouses, 
operating bases and other infrastructure 
such as furniture, fixtures and supplies 
necessary for the operation of offices of 
the Operator located in Lebanon directly 
serving the Petroleum Activities. If such 
offices, sub-offices, warehouses, 
operating bases and other infrastructure 
serve activities in addition to the 
Petroleum Activities pursuant to the 
EPA, then costs shall be allocated on an 
equitable basis in accordance with 
applicable Lebanese law, or, In absence 
of such basis, as agreed to between the 
Minister, based on the opinion of the 
Petroleum Administration, and the 
Operator and, failing agreement, the 
allocation shall be determined by a sole 
expert in accordance with the EPA. 

(d) Transportation costs 
Transportation cost includes all cost of 
transportation of employees, 
equipment, Materials and supplies 
necessary for conducting the Petroleum 
Activities pursuant to the EPA. 

(e) Charges for Services and use of Affiliate 
equipment and facilities 
(i) Third Party Contracts 

The actual costs of contracts 
services, services of professional 
consultant, utilities and other 
necessary services to conduct 
Petroleum Activities entered into by 
the Operator, made with third 
parties are recoverable provided 
that the charges paid under such 
contract by the Operator are not 
higher than those generally charged 
by other International or domestic 
third party suppliers for comparable 
work and services. In the case of 
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contracts entered Into with 
Affiliates of Right Holders, costs may 
only be chargeable to the Joint 
Account, and shall only be 
recoverable, to the extent the 
relevant contracts are approved 
pursuant to Article 27.2 of the EPA, 
and only to the extent set forth In (ii) 
below. 

(ii) Affiliates of Right Holders 

A. Professional and Administrative 
Services and Expenses 
Cost of professional and 
administrative services provided 
by an Affiliate of a Right Holder 
for the direct benefit of 
Petroleum Activities pursuant to 
a service contract, including, but 
not limited to, services related 
to production, exploration, 
legal, financial, Insurance, and 
accounting. Without prejudice 
to the charges to be made In 
accordance with Section 2.S, in 
the case of services rendered in 
the Petroleum Activities by an 
Affiliate of the Right Holder, the 
charges shall be based on actual 
costs, on a no gain no loss basis, 
without element of profit. The 
charges shall be no higher than 
the most favourable prices 
charged by the Affiliate to third 
parties for comparable services 
under similar terms and 
conditions and no higher than 
the prices charged for 
comparable services currently 
by non-Affiliates. When 
required, certified evidence 
regarding the basis of prices 
charged by the Affiliate to third 
parties shall be obtained from 
the auditors of the Affiliate. 

8. Scientific or Technical Personnel 
Cost of scientific or technical 
personnel services provided by 
any Affiliate pursuant to a 
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service contract for the direct 
benefit of the Petroleum 
Activities which cost shall be 
charged based on actual costs, 
on a no gain no loss basis, 
without element of profit. 
Charges shall not exceed 
charges of comparable services 
currently provided by outside 
technical service organization of 
comparable qualification. 

C. Equipment and facilities 
Use of equipment and facilities 
owned and furnished by the 
Affiliate, at rates commensurate 
with the actual cost of 
ownership and operation, on a 
no gain no loss basis, without 
element of profit, provided that 
such rates shall not exceed 
those currently prevailing for 
the supply of like equipment 
and facilities on comparable 
terms. The equipment and 
facilities referred to herein shall 
eKdude major investment items 
such as, but not limited to, 
drilling rigs, producing platform, 
oil and gas loading and 
transportation, storage and 
terminal facilities and other 
major facilities. Upon the State's 
request, the Operator shall 
furnish a list of rates and the 
basis of application. 

(f) Materials 

(i) General 
So far as is practicable and 
consistent with applicable Lebanese 
law and Best International 
Petroleum Industry Standards, only 
such Material shall be purchased or 
furnished by the Operator on behalf 
of the Right Holders for use in the 
Petroleum Activities as may be 
required for use in the reasonably 
foreseeable future and to the extent 
that such purchase or supply are in 
accordance with the EPA (including 
without limitation Article 27 of the 
EPA). 
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In case of defective Material or 
equipment, any adjustment 
received by the Operator from the 
suppllers or manufacturers or their 
agents shall be credited to the Joint 
Account under the EPA. 

(Ii) Value of Material charged to the 
accounts under the EPA 
a) Except as otherwise provided in 

item b) below, Material purchased 
by the Operator for use in the 
Petroleum Activities shalt be 
valued at the actual net cost 
Incurred, Including: invoice price 
less trade and cash discounts (if 
any), purchase and procurement 
fees plus freight and forwarding 
charges between point of supply 
and point of shipment, freight to 
port of desflnation, insurance, 
taxes, customs duties, consular 
fees, other Items chargeable 
against imported Material and 
where applicable handling and 
transportation expenses from 
point of importation to warehouse 
or operating site or location, and 
its costs should not exceed those 
then currently prevailing In 
normal arms-length transactions 
on the open market. 

b) Materials purchased from 
Affiliates of the Right Holders shall 
be charged at the prices specified 
in (1) and (2) hereof. 

(1) New Material (condition "A") 
shall be valued at the current 
International price which should 
not exceed the price prevailing in 
normal arms-length transactions 
on the open market. 

(2) Used Material (conditions "B" 
and "C") shall be valued as 
follows: 
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(i) Material which is In sound 
and serviceable condition and 
is suitable for reuse without 
reconditioning shall be 
classified as condition "B" and 
priced at seventy-five percent 
(75 %) of the current price of 
new Materials defined in (1) 
above (Condition A). 

(ii)Material which cannot be 
classified as condition "B" but 
which after recondltloning will 
be further serviceable for 
original function as good 
second-hand Material 
condition ''B", or which is 
serviceable for original 
function but substantially not 
sultable for reconditioning, 
shall be classlfied as condition 
"C" and priced at fifty percent 
(50%) of the current price of 
new Material as defined In (1) 
above (Condition A). The cost 
of reconditioning shall be 
charged to the reconditioned 
Material provided that the 
condition "C" Material value 
plus the cost of recondltioning 
does not exceed the value of 
condition "B" Material. 

(i!l)Material which cannot be 
classified as condition "B" or 
condition "C" shall be priced at 
a value commensurate with its 
use. 

(Iv) Material involving erection 
costs shall be charged at the 
applicable percentage, in 
accordance to Its condition, of 
the current dismantled price of 
new Material as defined in (1) 
above (Condition A). 
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(v) When the use of Material Is 
temporary and its service to 
the Petroleum Activities does 
not justify the reduction in 
price as provided for in (2)(ii) 
hereof, such Material shall be 
priced on a basis that will result 
in a net charge to the accounts 
under the EPA consistent with 
the value of the service 
rendered. 

(g) Taxes, duties and other assessments 
All taxes, and all those levies, charges, fees, 
contributions and any other assessments and 
charges levied by the State, in connection 
with the Petroleum Activities, and paid 
directly or Indirectly by the Right Holders 
including, for the avoidance of doubt, any 
Excess Corporate Income Tax, with the 
exception of the following: 

(i) Taxes that are measured by or based 
upon the revenues, income and net 
worth of a Right Holder or physical 
person Including but not limited to: 
A. Corporate Income Tax {save for any 

Excess Corporate Income Tax); 
B. Tax on capltal gains; 
C. Withholding tax on non-resident 

income; 
O. Tax on dividends; 
E. Tax on bank deposits returns; 
F. Tax on movable capital; 
G. Tax on direct or indirect 

Assignments, or 
H. All taxes incurred by Right Holders 

on behalf of the tax payer including 
payroll tax where Incurred by the 
Right Holders on behalf of the 
employee. 



(ii) Fines and penalties imposed by any 
public authority in the Republic of 
Lebanon. 

(iii) Royalty shares, area fees, Profit 
Petroleum shares or other Petroleum 
entltlements, In each case paid to the 
state in connection with or related to 
the EPA. 

(iv) Any taxes paid outside the Republic of 
Lebanon. 

(v) Any taxes subject to reimbursement or 
refund. 

(vi) Any other tal(CS deemed tu be non· 
recoverable costs. 

(h) Environmental costs by the Operator 
incurred with respect to the Petroleum 
Activities in order to comply with 
applicable Lebanese law and Article 17 
of the EPA. 

(i) Insurance and losses 
(i) Insurance premiums and costs 

incurred for insurance arranged in 
accordance with the F.PA provided 
that if such insurance is wholly or 
partly placed with an Affiliate of the 
Operator or other Right Holder, 
such premi1Jms and costs shall be 
recoverable only to the extent 
generally charged by competitive 
insurance companies other than an 
Affiliate of the Operator or other 
Right Holder. Costs and losses 
incurred as a consequence of 
events which are Insurable, and in 
so far as not made good by 
insurance obtained under the EPA 
through no fault of the Operator, 
are recoverable under the EPA. 

(Ii) All costs or expenditures necessary 
to replace or repair damages or 
losses incurred shall be 
recoverable. The Operator shall 
provide the Petroleum 
Administration written notice of 
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damages or losses incurred in 
excess of one hundred thousand 
United States dollars (US$100,000) 
as soon as practical after report of 
the same has been received by the 
Operator. All losses in exce~s of 
fifty thousand United Sl<ites dollars 
(US$50.000) shall be listed 
separately in the quarterly 
statement of costs and 
expenditures. 

(iii) Expenditures Incurred in the 
settlement of all losses, dairns, 
damages, judgements, and other 
expenses for the account of 
Petroleum Activities shall be 
recoverable. 

(j) Leg•l e>pe"'" 
All costs and expenses of litigation and 
legal or related services necessary or 
expedient for the procuring, perfecting, 
retention and protection of rights 
pursuant to the EPA , and in defending 
or prosecuting lawsuits involving the 
EPA Block or any third party claim arising 
out of Petroleum Activities pursuant to 
the EPA, or sums paid in respect of legal 
services necessary or expedient for the 
protection of Petroleum Rights pursuant 
to the EPA or Joint interest of the State 
and the Right Holders, are recoverable. 
Such expenditures shcill include 
attorney's fees, court costs, cost of 
litigation, costs of investigation, and 
claims provided that such costs are not 
covered elsewhere in the Accounting 
and Financial Procedure. Where legal 
services are rendered in such matters by 
salaried or regularly retained lawyers of 
the Operator, an Affiliate of the 
Operator or other Right Holder, such 
compensation shall be included instead 
under Section 4.l(b) or 4.l(e) above, as 
applicable. Cost and expenses related to 
legal assistance for the purpose of 
challenging (or responding to a 
challenge of) cost recovery, Profit 
Petroleum split or Royalty shall not be 
cost recoverable. The preceding costs 
and expenses shall not include costs of 
any nature (including attorneys' fees 
and the fees of the rec, arbitrators, the 
'>nle exµ(;f't, other experts, proft!~>ion.::ils 
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and translators) incurred in connection 
with any consultation, arbitration or sole 
expert process under Articles 37 to 39 
(inclusive) of the EPA. 

(k) Training costs 
AH costs and expenses Incurred by the 
Operator In training of Its employees 
located In Lebanon and engaged in the 
Petroleum Activities pursuant to the EPA 
and such other training or lnstltutlonal 
support as required under the EPA 
(Including the contribution provided for 
In Article 20.2 of the EPA) or applicable 
Lebanese law Including the recruitment 
costs to lebanese citizens. 

{I) General and Administrative Expenses 
General and Administrative Expenses 
are the costs described in Section 2.S(a) 
and the charge described in Section 
2.S(b\. 

(m) Communications 
Cost of acquiring, leasing, installing, 
operating, repairing and maintaining 
communication systems Including radio 
and microware facilities between the 
Block and the Operator's nearest base 
facility. 

(n) Decommissioning fund 
Payments Into the Decommissioning 
Fund and costs Incurred for the 
preparation and Implementation of a 
preliminary or definitive plan for 
cessation of Petroleum Activities and 
decommissioning of Facilities according 
to applicable Lebanese law, the Decree 
no 10289/2013 (PAR) and the EPA (and 
subject to the limitations contained 
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therein) that are not covered by 
withdrawals from the Decommissioning 
Fund. 

(o) Costs related to recovery of ancillary 
products 
All costs borne by the Right Holders in 
respect of the recovery of ancillary 
products shall be recoverable costs 
pursuant to Article 19.4 of the EPA. 

(p) Any audit or inspection fees charged by 
the State. 

{q) Other expenditures 
Any other legitimate expenditure, other 
than expenditures which are covered by 
the foregoing provisions of this section 
incurred for the necessary and proper 
performance of Petroleum Activities in 
accordance with approved Work 
Programs and budgets under the 
Agreement. 

4.2. Priority of Recoverable Costs 

Costs recoverable pursuant to applicable 
Lebanese law, the Decree no 10289/2013 
{PAR) and the EPA shall be recovered in the 
following order of priority: 
{a) Operating Costs pursuant to Section 

2.3; 
lb) 

l<I 

Exploration Costs 
Section 2.1; 

pursuant 

Development Costs pursuant to 
Section 2.2; 

4.3. Costs not recoverable under the 

EPA 

The following costs shall not be cost 
recoverable pursuant to the EPA: 
(a) Petroleum marketing costs (except as 

otherwise contemplated in an 
approved Gas Infrastructure and 
Marketing Plan) and Transportation 
costs of Petroleum beyond the 
Delivery Point{s) as set forth Jn an 
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approved Development 
Production Plan.f 

(b) costs of any nature (including 
attorneys' fees and the fees of the 
ICC, arbitrators, the sole expert, other 
experts, professionals and 
translators) Incurred in connection 
with any consultation, arbitration or 
sole expert process under Articles 37 
to 39 (lncluslve) of the EPA; 

(cl Royalty; 

(d) Costs and expenditures incurred as a 
result of a breach of any provision of 
the EPA, Gross Negligence or Willful 
Misconduct on the part of the Right 
Holders or the Operator, or their 
Affiliates; 

(e) Costs that are not adequately 
supported and documented; 

(f) Costs and charges incurred before the 
Effective Date; 

(g) Interest, or any charge or payment in 
the nature of, in lieu of, or having the 
commercial effect of interest related 
to the financing of Petroleum 
Activities; 

(h) Any taxes measured by or based upon 
the revenues, income, gains, dividends 
and net worth of a Right Holder or 
physical person, wherever imposed 
(save for any Excess Corporate Income 
Tax); 

(i) The Value Added Tax paid by the Right 
Holder except the non-deductible 
Value Added Tax and the tax which 
deduction Is not approved by the tax 
authorities. 

(J) Any taxes paid to authorities outside 
the ltepublic of Lebanoh; 

'.' 
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(k) Anytaxessubjectto reimbursement or 4-i.ill.Jll . . . 
refund; 

(I) Any other taxes that should be 
deemed non-allowable costs; 

(m) Fines and penalties imposed by any 
public authority in the Republic of 
Lebanon or elsewhere and any interest 
due thereon; 

(n) Commissions and arrangement fees 
paid to intermediaries; 

(o) Commissions and arrangement fees 
and other costs (including borrowing 
costs, interest or other costs to secure 
guarantees (including professlonal and 
advisory fees and expenses) relating to 
guarantees Including the Work 
Commitment Guarantee and the 
Parent Company Guarantee. 

{p)Any amounts spent on indemnities with 
regard to non-fulfllment of contractual 
obligations; 

(q) Donations and contributions made by 
the Right Holders; 

(r) Costs Incurred by the Operator under 
contracts or amendments thereto that 
were (i) subject to approval by the 
Minister, the Petroleum 
Administration or the Management 
Committee and were not so approved, 
or (ii) required to be conducted on the 
basis of a competitive tender Jn 
accordance with Article 27.1 of the 
EPA, but that were not awarded on the 
basis of a competitive tender or 
otherwise in compliance with 
applicable Lebanese law or the 
provisions of the Joint Operating 
Agreement governing the 
procurement of goods and services; 

{s) Costs that are not documented in 
accordance with applicable law, the 
EPA or this Accounting and Financial 
Procedure; 
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(t) Costs of any disputes arising under the 
Joint Operating Agreement entered 
into among the Right Holders; 

(u) Any Service Costs incurred for the 
benefit of any operation or activity not 
related to Petroleum Activities; 

(v) Costs associated with the acquisition 
of seismic and other data incurred in 
connection with the licensing round 
pursuant to which the EPA was 
awarded; Including any licensing fees 
or uplift thereon; 

(w) Area fee 

4.4. Recoverability and deductibility 

The determination of whether the costs 
and expenses set forth herein are 
Recoverable Costs or not shall apply only to 
this EPA, and shall not be interpreted to 
preclude the Right Holder from deducting, 
or as providing the Right Holder with the 
right to deduce, said amounts in computing 
its net Income from the Petroleum 
Activities for Corporate Income Tax 
purposes under applicable Lebanese law. 

4.5. Credits under the EPA 

The net proceeds of the following 
transactions pursuant to the EPA shall, 
subject to the applicable law, be credited to 
the Joint Account under the EPA: 
(a) The net proceeds of any insurance or 

claim in connection with the Petroleum 
Activities or any assets charged as a 
Recoverable Cost under the EPA when 
such Petroleum Activities or assets were 
insured and the premiums charged as a 
Recoverable Cost under the EPA; 
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(b) Revenue received from third parties 
including Affiliated Companies for the 
use of, or Right Holders' disposal of, 
Material, property or assets charged as 
a Recoverable Cost under the EPA; 

(c) Any adjustment received by the 
Operator or any Right Holder from the 
suppliers or manufacturers, or their 
agents, in connection with defective 
Material the cost of which was 
previously charged by the Right Holders 
as a Recoverable Cost under the EPA; 

(d) Rentals, refunds or other credits 
received by the Operator or any Right 
Holder which apply to any charge which 
has been made as a Recoverable Cost 
under the EPA; 

(e) Proceeds of interest received from bank 
accounts opened in connection with the 
Petroleum Activities under the EPA; 

(f) The amounts received for inventory 
Materials charged to the Joint Account 
and subsequently exported from the 
Republic of Lebanon without having 
been used in the Petroleum Activities. 

(g) Legal expenses charged to the Joint 
Account under Section 4.lUJ and 
subsequently recovered by the Operator 
or any other Right Holder and payments 
obtained In resolution or settlement of 
losses, claims, damages, judgements 
and other expenses related to 
Petroleum Activities conducted 
pursuant to the EPA. 

4.6. Dupllcatlon of charges and uedlts 
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Notwithstanding any provision to the 
contrary in this Accounting and Financial 
Procedure, there shall be no duplication of 
charges or credits In the accounts under the 
EPA. 

5. Records and valuation of assets 

The Operator shall on behalf of the Right 
Holder maintain detailed records of 
Facilities and other assets acquired and 
charged as Recoverable Costs pursuant to 
the EPA in use for the Petroleum Activities 
in accordance with the applicable Lebanese 
law and Best International Petroleum 
Industry Standards. The detailed records 
shall include information on quantities, 
location and whether such assets are leased 
or owned. At reasonable Intervals, but at 
least once a year, with respect to movable 
assets, and once every five (5) years with 
respect to immovable assets, inventories of 
the property under the EPA shall be taken 
by the Operator. The Operator shall give the 
Petroleum Administration at least thirty 
{30) days written notice of its intention to 
take such inventory and the Petroleum 
Administration shall have the right to be 
represented when such inventory Is taken. 
The Operator shall clearly state the 
principles upon which valuation of the 
inventory has been based. When an 
Assignment of rights under the EPA takes 
place, a special inventory may be taken by 
the Right Holder at the request of the 
assignee provided that the costs of such 
inventory are borne by the Right Holder (for 
Its own account, as a non-Recoverable Cost) 
or the assignee. 

6. Statements and reports 

6.1. Production Report 

(') Subsequent to the commencement of 
Commercial Production from the 
Block, the Operator, on behalf of the 
Right Holders, shall submit daily, 
monthly and annual reports on 
production (hereinafter referred to as 
the "Production Report") to the 
Petroleum Administration for each 
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' ' ' 
Development and Production Area 
pursuant to Article 50 of the Decree no 
10289/2013 (PAR) and the EPA. 

(b) The Production Report of each 
Calendar month shall be submitted to 
the Petroleum Administration no later 
than fifteen (15) Calendar days after 
the end of such Calendar month. 

6.2. Value of Production and Royalty 
Statement 

(b) The Operator, on behalf of the Right 
Holders, shall prepare with respect to 
each Calendar month a value of 
production and royalty statement 
(hereinafter referred to as the ''Value 
of Production and Royalty Statement") 
covering the determination of the 
value of Crude Oil and other Petroleum 
(determined in accordance with the 
Law no 132/2010 (OPR Law), the 
Decree no 10289/2013 (PAR) and the 
EPA) respectively, produced during 
each Calendar month and the value of 
Royalty payable {if taken in cash). This 
statement shall contain the following 
Information: 

(;) The quaoUHe> ood pc;"' 
realised by the Right Holder in 
each sale of Crude Oil and other 
Petroleum respectively, other 
than to Affiliates, made during 
the Calendar month in question; 

(Ii) The quantities and the prices 
realised by the Right Holder In 
each sale of Crude Oil and other 
Petroleum respectively, to 
Affiliates made during the 
Calendar month in question; 

{Iii) The quantity and location of 
stocks of Crude Oil, and if 
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applicable other Petroleum, at 
the end of the preceding 
Calendar month; 

(lv) The quantity and location of 
stocks of Crude Oil, and if 
applicable other Petroleum, at 
the end of the Calendar month 
In question; 

(v) The total Royalty llabilltv for 
Crude 011 and other Petroleum 
respectively, for the Calendar 
month and the detailed 
supporting calculation; 

(vi) Published Information available 
to the Right Holder, when 
requested by the Petroleum 
Administration, concerning the 
prices of relevant qualities of 
Crude 011 or other Petroleum 
produced by the main 
Petroleum producing and 
exporting countries, including 
contract prices, discounts and 
premia, and prices obtained in 
the spot markets for such 
qualities of Crude OU and other 
Petroleum and for other 
relevant Petroleum products. 

The Value of Production and Royalty 
Statement of each Calendar month 
shall be submitted to the Petroleum 
Administration no later than thirty 
(30) Calendar days after the end of 
such Calendar month. 

6.3. Cost Recovery Statement 

(a) The Operator, on behalf of the 
Right Holders, shall prepare with 
respect to each Quarter a cost 
recovery statement (hereinafter 
referred to as the "Cost Recovery 
Statement") with respect to costs 
that are allowable and recoverable 
under Section 4.1 of this 
Accounting and Financial 
Procedure containing the following 
Information: 
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(b) 

(I) 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

(vii) 

Recoverable Costs 
carried forward from 
the previous Quarter, if 
any; 

Recoverable Costs 
charged to the Joint 
Account for the Quarter 
In question; 

Total Recoverable Costs 
for the Quarter in 
question (the sum of (i) 
and (Ii)); 

Quantity and value of 
Cost Petroleum taken 
proportionally in Crude 
Oil and other Petroleum 
for the Quarter in 
question; 

Credits for costs 
recovered for the 
Quarter In question; 

Total cumulative 
Recoverable Costs 
recovered up to the end 
of the Quarter in 
question; 
Recoverable Costs to be 
carried forward into the 
next Quarter. 

The Cost Recovery Statement of 
each Quarter shall be submitted to 
the Petroleum Administration no 
later than thirty (30) calendar days 
after the end of such Quarter. 

6.4. Statement of Expenditure and 
Receipts 

{a) The Operator, on behalf of the 
Right Holders, shall prepare with 
respect to each Quarter a 
statement of expenditures and 
receipts under the EPA (hereinafter 
referred to as the "Statement of 
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(b) 

Expenditure and Receipts"). The 
Statement of Expenditure and 
Receipts shalt distinguish between 
Exploration Costs, Development 
Costs and Operating Costs and cost 
related to cessation of Petroleum 
Activities and decommissioning of 
Facilities, including amounts drawn 
from the Decommissioning Fund, 
and shall identify major items of 
expenditures within these 
categories. The statement shall 
show the following: 

(i) Actual expenditures and 
receipts for the Quarter in 
question; 

(ii) Cumulative e)(pendlture and 
receipts for the budget year 
in question; 

(JU) Latest forecast cumulative 
expenditures at the year end; 

(lv) Variations between budget 
forecast and latest forecast 
and explanations thereof; 

(v) Price per barrel of Crude OH 
sold; 

(vi) Price per barrel of oil 
equivalent of Natural Gas 
sold. 

The Statement of Expenditure 
and Receipts of each Quarter shall 
be submitted to the Petroleum 
Administration no later than 
thirty {30) Calendar days after the 
end of such Quarter. 

6.5. Profit Petroleum Sharing 
Statement 

(a) The Operator, on behalf of the Right 
Holders, shall prepare with respect 
to each Quarter a statement of 
profit sharing (hereinafter referred 
to as the "Profit Petroleum Sharing 
Statement"). This statement shall 
contain the following information: 

(i) The total amount of Profit 
Petroleum to be shared 
between the State-and the Right 
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(b) 

Holder for the Quarter in 
question; 

(ii) The amount of Profit Petroleum 
due to the State and to the Right 
Holders (collectively) for the 
Quarter in question; 

(iii) The details of R·Factor 
calculation for the Quarter in 
question and the R-Factor to be 
applicable to the following 
Quarter; 

The Profit Petroleum Sharing 
Statement of each Quarter shall be 
submitted to the Petroleum 
Administration no later than thirty 
(30) Calendar days after the end of 
such Quarter. 

6.6. Final, End of Vear Statement 

The Operator, on behalf of the Right 
Holders, shall prepare a final end-of-year 
statement. The statement shall contain 
information as provided in the Production 
Report, Value of Production and Royalty 
Statement, Cost Recovery Statement and 
Statement of Expenditures and Receipts, 
Profit Petroleum Sharing Statement, but 
shall be based on actual quantities of 
Petroleum produced, and cost and 
expenses incurred. Based upon this 
statement, any adjustments that are 
necessary shall be reported to the 
Petroleum Administration Promptly and 
made to the payments made by the Right 
Holder pursuant to the EPA. The final end
of-year statement of each Calendar year 
shall be submitted to the Petroleum 
Administration within ninety (90) calendar 
days of the end of such Calendar year. 

Together with the end-of-year statement, 
the Operator shall submit to the Petroleum 
Administration an audit report prepared by 
an auditor of international standing that is 
authorized to practice Jn Lebanon, including 
an attestation (audit opinion) that the 
information In such end·of·year statement 
ts in accordance With the requlrementi> of 
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the EPA, Including this Accounting and 
Financial Procedure. 

6.7. Budget Statement 

(a) The Operator shall, on behalf of the 
Right Holders and In accordance 
with Article 13,3 of the EPA, prepare 
an annual budget statement 
(hereinafter referred to as the 
"Budget Statement"). This shall 
distinguish between Exploration 
Costs, Development Costs and 
Operating Costs and shall show the 

following: 

lb) 

(i) Forecast expenditures and 
receipts for the budget year 
under the EPA; 

(ii) Forecast cumulative 
expenditures and receipts to 
the end of the said budget year; 

(ill) A schedule showing the most 
Important individual Items of 
forecast Exploration Costs and 
Development Costs for the said 
budget year; and 

(iv) Decommissioning Fund 
statement, showing cumulative 
payments made into the 
Decommissioning Fund and the 
estimation of payments to be 
made the following year, and 
cumulative wlthdrawals from 
the Decommissioning Fund, and 
withdrawals expected to be 
made during the followlng year. 

The Budget Statement shall be 
submitted to the Petroleum 
Administration with respect to each 
budget year on or before the date 
set forth in Article 13(3) of the EPA. 
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6.8. Local Procurement Statement 

(a) The Operator, on behalf of the 
Right Holders, shall prepare a Local 
Procurement Statement that 
should at a minimum include the 
following Information: 

(I) An overview ofthe Right 
Holders compliance with 
Article 20 of the EPA, 
Including the percentage of 
the Right Holders and their 
Contractors and 
Subcontractors' total 
employees that are Lebanese 
nationals; 

(II) The amount of expenditure 
Incurred by the Right Holder 
directly or indirectly on 
Lebanese originating 
goods/services; 

(iii) The amount of recorded local 
purchases (goods and services) 
represented as a percentage 
of of the total expenditures; 

(iv) A comprehensive description 
of the procedures adopted to 
source and purchase local 
goods and services; and 

(v) A comprehensive variation 
analysis between the actual 
and budgeted local purchases. 
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(b) The Local Procurement Statement 
shall be submitted to the ""'1 µ1 "<Jfa1 ui.,, rJ';1 """' (Y) 
Petroleum Administration not later JJ\+.tl "'/ fjii J~ JJ.)i.JI t\.lai 'OJl.l) 
than nlnety(90)Calendardays after JS ~~ .lA.I i.:,i.. ~ l.tJ:I (~ •) ~ 
the end of each year. .~ 

7. Lan1ua1e and revision of the l.,ill..li.1 <;;..,l.Mll ..:.1•1~¥1 """i.Jo<J '11, V 
Accounting and Flnanclal Procedure 

This Accounting and Flnandal Procedure has 
been made In Arabic and English. However, in 
case of confUct the Arabic orlglnal shall 
prevail. 



The provisions of this Accounting and 
Flnancial Procedure may be amended only in 
accordance with Article 33 of the EPA. 

8. Conflict With the EPA 

In the event of any conflict between the 
provisions of this Accounting and Financial 
Procedure and the EPA main document, the 
provisions of the EPA main document shall 
prevail. 
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SCHEDULE 1- FORM OF CERTIFICATE OF 
RECOVERABLE COSTS 

(To be presented on the stationary of the 
Ministry of Energy and Water of the 
Republic of Lebanon] 
[Date] 

[The Company] (the "Company'') 

1. On [insert date], [insert the legal 
name of the bank] provided a 
guarantee in favour of the Republic 

of Lebanon in respect of certain 
obligations of the Company (the 
"Work Commitment Guarantee"). 

Cor1.initment 
Exploration 

Guarantee and the 
and Production 
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By: 

Agreement dated [insert date] 
between, Inter alia, the Company 
and the Republic of Lebanon, shall 
apply to this Certificate, unless 
otherwise stipulated or the context 
otherwise requires. 

3. The State hereby certifies that 
( .............. ) United States Dollars 
(US$ [ ...... ]) of Recoverable Costs 
incurred by the Company in 
fulfilment of the Minimum Work 
Commitment during [Insert 
calendar year] may be applied to 
reduce the Guaranteed Amount. 

4. The State acknowledges and agrees 
that the Guaranteed Amount set 
forth in the Work Commitment 
Guarantee shall be reduced by an 
amount equal to the amount 
specified in paragraph 3 above. 

IN WITNESS WHEREOF, the 
undersigned being duly authorised 
to execute this certificate on behalf 
oi the Republic of Lebanon has 
signed this certificate as of the date 
first herein above stated. 

Signed 
The Republic of Lebanon 
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