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Art.5 - 5tate as Right Holder

1. The State or any Entity owned by
the State may in the future become a
Right Holder pursuant to Article 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 [nterests
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
Hoiders 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,
Obligations of Right Holders and
Term of the EFA

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
piace, 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, ali
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:

(Xl: (.. percent (... %);

(¥): [..] 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 agreetnents
among  themselves  for  the
apportionment of  liability  or
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indemnificatlon, but ne  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 the 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 Guarantor
[X] [X guarantor]
[Y] [Y guarantor]
[Z] [Z guarantor)

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 reasonabiy
necessary to finalise the
implementation of a plan for
the transfer of Petroleum
Activities to the State pursuant
to Article 254 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 bheen
terminated or revoked subject to
applicabie law or the terms 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
liability of the Right Holders {Article
6.3), health, safety and environmental
requirements (Article 17),
decommissioning requirements
{Article 18), indemnification and
liability (Article 30), confidentiality
(Articte 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
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
anproval of the Exploratiocn 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
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the Initial Right Holders have committed to
three (3) or more Exploration Wells in the
first Explotation Period according 1o the
technical proposal of the Right Holders or
the Initial Right Holders as specified by the
Tender Protocol. The second Exploration
period consists of two {2) years which may
be extended with the approval of the
Minister as provided in this Arlicle 7.2,

The first Exploration Period shall cormmence
on the date of commencement of the
Exploration Phase determined pursuant to
Article 7.1, The second Exploration Petiod
shall commence on the expiration date of
the first Exploration Period, except that
there shall be no second Exploration Period
if the Right Holders fail to complete the
Minimum Worle Commitment during the
first Exploration Period other than by reason
of an Event of Force Majeurefand the
Exploration Phase shall terminate at the end
of the first Exploration Period). i at the end
of the two-year term of the second
txploration Period the Right Holders have
completed the Minimum 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 an
approved Appraisal Plan, or have submitted
an Appraisal Plan for approval in a timely
manner hut 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
submitted at least sixty (60} davs priog to the
end of the second BExploration Period.
Exploration Petiads may be extended by
reason of an Event of Force Majeure
pursuant Yo 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 10 approved Exploration Plans.
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Fach Exploration Plan shall contain at a
minimum the information required by
Article 31 of the decree no 10239/2013
(PAR) {(except that information 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
Pian 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 Administration 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. Nao later than sixty (60) days prior to
the expiration of the first Explaration 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), (i) 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 (iil) 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 Bleck 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 Expioration Period.

8. The Right Holders shall relinguish
twenty-five per cent {25%) of the Block at
the start of the second Exploration Periad.
For purposes of the foregoing, any Appraisal
Arga 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 upen the extension request of the
Explotation 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
132/2610 {OPR Law}.

7. The Petroleum Administration shall
review each Exploration Plan and make a
rececmmendation to the Minister as to
whether to approve such Exploration Plan.
If 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, (i) any required Work
Commitment Guarantee has not been
provided, (ili) the Exploration Plan does not
provide for the required relinguishment
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pursuant to Article 7.6, ({iv) the activities
contempfated in the Exploration Plan are
not in accordance with Best International
Petroleumn 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 written explanation of
the reasons for such re]ecticin. 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 Haolders to one amended Exploration
Plan).

8. In the event that, at the end of the
first Exploration Peried, 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 within an Appraisal Area in

(2) «daad delal Ldlll uled) Sl
#lad 5 i) A Lﬁg‘_)gum R PRIRLA R
Gl Usda o Jllie cJobnall U il
oda il (1) o il o AN Al
O Gama el ¥ o alt ALl o gilall Aalay)
il CUASTILYY Alas i 18 by (3d
pe da (b a1 Gl dea Jas
e Ky LAl Ui g e 4l 4all
2l Aaee ilaSiul Uk ety of (3Rall
Aod oy 5 Ay g slpdad ) (Y ol (Al gl
Gag oslaadl e Y ol 238 CaLASTLYY
:U.\M LW :LL; ﬁﬁ: L:" _,;a.“ t.._al-"u-ay
1Y) ecldiSial Bae JS L seady ol 3aal
:LL:’\.{:;I oaby Jid Ay Ay el frass
50l L Al ¢ 50 8 e Uana CalaS5
(Jainall (siad il (3 siad) haal Jp il g Uk
Agi G IS chad o yiall Glanal llal 2Ly
oo JB Y sad Giall Glaaal ae L.
Sl ey dha e el cadgaad
LAWY Adad s Y ecliadlial oda dagi
PO QRS B k9N PRI i L B VR SV | PP
Haa¥ G sl Ml e WY
i) i e ClISEW Aad a0 (3 yiall
o) Manall A5l CGLISLLYY Ahd Jas Ja3)
qsoal Tl ge sl s adl e ai M

(Aana 5aad 5 LSSl Adady 3 giall Glaial

Al dla b o d Y LKLY Baa gl die A
i iliSiul ki Gdall Glasal A
e cuzmdy Jla o A calasiay)
Ga Y Diiked (Mana Aad (51 5) 238 Caliginy
iy s il (oly bt 5 8al lanal xie
Cpanca Bbbalh g il Adatil (1) Uy Agiliza)
WaZi¥) (V)5 eppilll ol Ui y oy pill ddkaie
[EEMPALT PR RIS W R



Yor e/t - YA sl Gabe - G 5y el

£y

accordance with an Appraisal Plan, and {ii)
Petroleum Activities conducted within 2
Development and Production Area in
accordance with a Development and
Production Plan. In such event, the Right
Holders shall he deemed to have
relinguished the entire Block, except for any
Appraisal Area or Deveiopment 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 compietion 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 (OPR Law}. In such event, the
Exploration Phase may not be extended
beyond the latest date permitted by the Law
no 132/2010 (OPR Law),

10.  Atthe 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 Articie 21 of
the Law no 132/2010 (OPR Law). Such an
application must he submitted within the
time period contemplated in Article 33 of
the Decree no 10283/2013 (PAR). The
application shall provide the following
information:

a} the reasons the Right Holders are
seeking an extension (which must be
valid operational reasens or an Event
of Force Majeure, as provided in
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Article 33 of the Decree no
10289/2013 (PAR);

b) the proposed duration of the
extension,

¢} 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) aproposed Exploration Plan covering
j the period of the extension (or a
statement to the effect that the
purpose of the extension is to pursue
activities wunder 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
shall 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
Expleration, Reconnalssance and Appraisal
Activities in all parts of the Biock 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. ¥ an additional Discovery is made,

swlgilly Aaaill) YA1T/10YAQ
o Al g sild AdaiVLs Aileal

s jitall asaaill 5 5 (=

Y £ 3alelly Slee Lgie 1A g
ol (45 5l 2 el 353)
‘(311);__1.“

‘;Jaajﬁ.;ﬁu LSl adad, g (2

i ol gly ) aaall 558

mﬂ&ﬁu\']%ﬁnﬁéﬁﬂi

ani ) Legle (38 ge g2 58 ddad

Bilgall gk, gl dba
(gale

laTs WSS a1 81 (3 ghall lanal ¢Sy
nhdﬁmﬂi&i@ﬁhoﬂ,@d‘dﬂh
Ganll Chm par b 50N AN Lo ol 6 L)
1 A ALY 5 s aheny La 3 Aasiall
o3n Slie¥h ush 3l (et S pig
waail calls e e s AN MA oa) ANEKY
) saally Slee 4o Al gal) ed ) 350 alaa e
sl ) YAV /NPT 8 5 e Y
138 a0 (60 0% Y (Rl ol A2 5

#1008 Galae 48 0 200 V)

Safise 3,8 gk o) cdal Las
2 gall gl wgaily CALISTANY] Ay g CALESLLY)
OSar .z ok ddas ol gl Al Lo
CALESTRYY Aol Yai Aaglia 5 gial cdaualY
:.s_llh,aaajl d_)a.‘@nua a;‘n’ﬂbtmyb
O g o tWBSAYY Ao je (e Agidell 5 il
s yo Go Aisiall 3 il 2Ly platll dikaia
IR Joman 1 Y Aa ey LS
Sl e gl Ggiall claal e il
a ol AFEY) oM b lple e seald)

Sl LY



TRETAVL U i SNV IV VR T ETTPA

£¢

the Right Holders shali follow the
procedures contemplated by this EPA in
respect of such additional Discovery.
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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 Cammitments
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:

ajExploration Welis 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 far 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 [....cvereeee. ()] United
States dollars, less the amount of
Recoverable Costs incurred during the first
Exploration Pericd 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:
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a} Exploration Wells drilling:

(1) Drill at least ___ () Exploration
Weil(s). Each Exploration Well shall
be drilled according to the Technical
Proposal submitted by the Right
Holders or the nitial 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 [....cccene.
{....)] United States doliars, less the amount
of Recoverable Costs incurred during the
second Exploration Period (or carried
forward from the first Exploration Period as
provided bhelow) 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 fulfiiment 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 Recoverahle 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 net submitted in a
timely manner, the Minister may draw the
entire amount of the appiicable Work
Commitment Guarantee, as if the
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Recoverable Costs were zero, unless the
failure to submit the statement is cured
hefore 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,

E. The Right Holders must complete the
work contemplated by the Minimum Work
Commitment regardiess of the amount of
Recoverable Costs incurred 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:

(i a formation stratigraphically
older than the degpest target
formation is encountered;

(i)

basement is encountered;

(iii)  further drilling would present
an obvious danger, such as
but not limited to the
presence  of  abnormal
pressure or excessive losses
of drilling mud;

{iv)  impenatrable formations are
encountered;
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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 7.20 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 Minimurm Work
Commitment for that Exploration Period as
specified by this EPA, the number of
additional Wells drilled or the amount of
additionai Data acquired by the Right Holder
during such Exploration Period may be
carried forward and treated as wark
undertaken in discharge of the Right
Holder's Minimum Werk 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 Expleration 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 he 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.
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Art. @ Work Commitment Guarantee

1. On or prior to the date of this
Agreement, the Right Holders bave jointly
and severally provided to the Minister one
or more Work Commitment Guarantees in
the aggregate amount of USS____. (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 USS . {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
compieted 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 nacessary to perform the
Minimum Work Commitments that remain
ta be completed prior to the end of the first
Exploration Period or second Exploration
Period, as the case may be. [nthe eventthat
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
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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.
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Art. 20 Recruitment, training and
institutional support

1. The Right Holders shall develop and
carry out an effective recruitment and
fraining program for Lebanese personne| in
accordance with this EPA, the law no
132/2010 (OPR Law), and decree no
1028972013 {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 proposalfor 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 the extent that they are able to recruit a
sufficient 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  [nternationa!
Petroleum (ndustry Standards. In 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
exemption 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. Fach
Exploration Plan and Development and
Production Plan shall include a plan for the
hiring and training of persons of Lebanese
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nationality, including hiring and training of
management, engineering and other
professional staff, consistent with the
recryitment 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
personne! with functions relating to the oil
and gas sector identified by the Petroleum
Administration in addition to those
nominated by the cancerned 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 5/500,000/ per year
{increased by 5% each vear). 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
Halders 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 Petrocleum 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
s0 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
shail subsequentiy update at least annuaily,
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
methcds for selecting eligible training
service providers {which may include the
Right Holders and their Affiliates except as
provided above inthis 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 shalf be
Recoverable Costs for the purpose of the
Accounting and Financial Procedure that
constitutes Annex D of this EPA.
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Art 21. Coordinated Petroleum Activities
and unitisation

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 [aw 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 Biock 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
Petroleun  Industry  Standards. The
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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 upaon on a fair and equitable
basis and, to the extent practicable, be
determined on the hasis 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 Plan 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 among themselves
for the optimal development of the unitised
Reservoir.

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

3. if the condition of a Reservoir
extending bevond its initial delimitation line
is discovered only after a Developrnent and
Production Plan has been put inta 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. | .ing finalisation of the unitised
plan.
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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  10288/2013 (PAR), the Petroleuam
Administration may specify the 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 neinimum
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 1 or 3 {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 opcrator 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
discussicns undertaken or agreements or
other arrangements made with any third
party, shall at all times be compliant with the
Lebanese. laws and regulations in foree,
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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 (CPR 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
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property would not remain in force
following such termination, the transfer plan
shall also include a plan for the provision of
services or arrangements 50 as to ensure the
effective  continuation of  Petroleum
Activities following such termination.

5. 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 25.5 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
shall 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
Lebaneon in accordance with this Article.

8. All proprietary technology of the
Right Holders and their Affiliates,
Contractors and Subcontractors used in
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connection with Petroleum Activities shall
remaln the proparty of the Right Holders
and their Affiliates, Contractors and
Subcontractors,
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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 Initiat 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$50,000 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 te Lebanese goods and
services that are competitive with regard to
quality, availability, price and performance,
in accordance with Article 57 of the law no
132/2010 {OPR Law) and Article 157 of the
decree no 10289/2013 (PAR). Without
limiting ihe foregoing, the Right Holdets
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 Llebanese or
Entities which are majority-owned or
controlled by Lebanese nationals
and that provide such services
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through permanent establishments
in Lehanan, provided that:

{l) 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;

(it} the cost of such
services does not exceed cne
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
ot 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, in each case by Entifies
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
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when needed, and, as may be
appropriate, availability of
service and support, and
other relevant criteria} with
the fitness of the goods;

(i) 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

(ili) the other terms and
conditions on which such
goods are offered or
otherwise available are
competitive with awvailable
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 priarity 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 {ii} 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 US52¢
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.
In 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.
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Art 30, Indemnification and liability

1. The Right Molders shall indemnify
and hold the State harmiless from and
against any and all ¢laims, 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.
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2. Motwithstanding anything to the
contrary in this EPA, no Right Holder or any
of their Affiliates, Contiractors or
Subcontractors carrying out Petroleum
Activities on behalf of a Right Holder shall be
lizble to the State and the State shall not be
liable to any Right Holder or any of their
Affiliates, Contractors or Subcontractors, for
conseguential 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 Right 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
Petroleumn Activities on behalf of a Right
Holder unless such injuiy, 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 Subconiractors
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 "tndemnifying Party", shall be
promptly communicaied 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 desctiption of the third party claim and
shall be accompanied by copies of all
relevant papers received by the indemnified
Party and its counsel with respect to such
third party claim (a “Claim WNotice”). The
Indemnified Party shall cooperate with the
Indernnifying 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 recelpt 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 lability or ohligation 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 refation 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,
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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”) oceurs and s
centinuing:

() a_ material or repeated
breach by the Right Holders
or the Operator of the law no
132/2010 (OPR taw}, 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 occurrance of an Event of
Force tMajeure 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
accardance with the
Llebanese 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
{ivi The revocation of the
Petroleum Right granted
hereunder  pursuant’  to
Article 161 of the decree no
10285/2013 {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 forthin 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 in connection with
any termination pursuant to this Article,
except that upon any termination resulting
from a Termination £vent set forth in
paragraph 1{a){iii) of this Article, 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 terminatlon, and (ii) 80% of the
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fair market value of the Farticipating
Interests of the Right Holders as of the date
of termination (such falir market value being
equal to the amount that a willing buyer
would pay to a willing seller of such
Participating Interests, free of all
Encumbrances, for cash consideration in
LS. dollars and on arm’s length terms,
determined on 3 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 arhitration pursuant
1o Article 38 of this EPA.

€) 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 10288/2013 (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 reguirements 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 £PA,
gach 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-Defaulting 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
obligations arising from the Defauiting
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
effectivenass 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-
Defaulting 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
ot by courler 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
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being paid by the sender. Any notice shallbe (i all Ca ylalt Ji (pe dadbing gl 130 e
effective upon receipt by the Party to which  J 4,4 ) Sl aaa dga S a4yl
it is addressed. All such notices shall be Lo 38, (Jlall Luafie 38 ogal) calaa )

addressed to the 5tate 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)

[2mail]

[fax]

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

[vyy]
[address]

[Attention)
[email]
[fax]

[z27)
[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 Minister 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:

POSIHION: wivem et s
Date:

[Yyv]
By:

POSITION: .cev i s sisin e teere
Date:

...............................................

-------------------------------------

...............................................

.....................................

{2zz)
By:

POSILION: viicrirsreiacs e sesernes e
Date:

...............................................

Sy sl o3h Cpa dagl N5 jiall al€al, Sae ¥
Ohsiall aas i 186 220 8 i pla JS)
Jad] Jla ) se sakall o3 cpa (1) 500 Jid

O A iy

ngas:\.hs\;dI@auaLmJSuhu:ﬁui
(i s s 5f illad (i 8 ) gie o ot Y
<l sl

Dian olyally J8Y 55 ally a2 Loy Salgd
2 3 qaalio S abys dalidl 4 g
o UG laal gais [(5) wll] e Ay
Al il gyl oy I g selt ial

AEEY) 028 b el

................

-------------------

................

-------------------



Yera/im o VA saadl Gate - daan ¥ 5300

¥ s

apadl (dasalaally Aaloll colsfadl) "' Gadelt ;ALIN alal

Galdl JCH o lyly CALESaIY) Rl g dpal (Aglally A0 Cloba¥l) " Gald) o
3 Gakall Al Tl sty dne ey YOV N4 G0l 61 55 gl o (Y) 66
1 A et andl (Rrslaally AL ceba)

Annex D
Accounting and Financial Procedure

This Annex is attached to and made part of
the Exploration and Production Agreement
dated { ... , 20...] concludad between the
Republic of Lebanon and [XXX], [YYY] and
(2Z7).

1. General provisions

1.1. Puirpose

The purpose of this Accounting and
Financial Procedure is to determine the
manner in which the Right Molder's books
and accounts shall be prepared and
maintained, to establish the methods for
determining charges and credits applicable
10 Petroleum Activities pursuant to the EPA,
and to settle the Petroleum costs applicable
1o the entira 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 tenms in the
Accounting and Financial Procedure
shali have the following meaning:

"Accrual Basls" means that basis of
accounting under which costs and
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benefits are regarded as applicable to
the period in which the sight to the
benefit arises or revenues are earned,
and the liahility 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,
and

(i} with regard to services, in the
accounting pericd 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% day of
january and ending with the thirty-first
(31%) 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 Tax” means,
for any calendar year, the excess (if any)
of the amount of Lebanese corporate
income taxactually 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 income earned by
the Right Holders from Petroleum
Activities according to the corporate
income tax rate as pursuant to Article
28.3 of the EPA. i any Right Holder
conducts any trade or business
unrelated to Petroleum Activities that s
subject to corporate income tax in
Lebanon, such other trade or business
shall be disregarded for purposes of
determining the Excess Corporate
Income Tax.
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“loint 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 Petrofeum Activities.

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

1.3. References to Laws and Accounting

(a)

{b)

(a)

Principles

Any reference to a law, regulation,
agreement or other document shall
mean such law, reguiation, 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.

Any reference ta generally accepted
and recognised accounting principles
used in the international Petroleumn
industry shall mean those principles
generally used from time to time,

1.4. Accounting records and
statements submitted by the Right
Holders

Within shdy (60) days of the
Effective Date, the Operator shail
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(b}

submit  to  the 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 sofe 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 coples 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 alfow the Petroleum
Administration to exarnine the Right
Holder's manuals and to review
procedures which are, and shall be,
observed under the EPA. Right
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.

Notwithstanding the generality of
the foregoing, the Operator on

&chﬁn.bhadjﬂlgw
w‘ _,;ULES.'-'I_, LI PRI | SPPLE P PPN |
a4, adl Aasl o gdais 30
q:‘“J (G'lli'fb aLaSiuYl A8y
ARl ol e BT O
Lamdaall (sasally olad) Al
ide ddiay lole o latdiy A gl
Jdeoull  delia Aaddtiaall g
Do Loy (1) O 38 Aplal
LA i Ll 2
&LLa a_)L‘nl M-lh (.rk' sote | 4-1-“

CJ-"‘-"‘U-I“'-;B’I}'U‘ Lal Jaialt
dﬂjuﬁllalmi_pﬁ‘ﬁ]%ﬂh
RN L\_).l' mmim)la_,ll,uj_)ha
Dhay tj&dlbia.u]lulcmbdl
&5 (e ey (VY0) Gudey Hla
VYT GLESEN) A () paie s
gex s w o Skl e
&LL-E 3kl g, é_,;a.n G....ll—‘\.u.a‘

WY e A ol
pleally Al ALLEN  cllaall
Slladl  alas) ‘;l.q.a Aol

d_ai J‘(JJ’"‘J" t_il.a.».a; d.m u.anM
d_,j.ig“ &LL;E o_)LJ! ‘\.\g.g.‘ C'bu.un
U= _)JL.A]'I G.:J'Iol_)';}'l d?gl,l ean i
Slel Yl danl ey (3 gl ol
el Ll e pudally Aualal
T
'Las  dgalle s Alitae 38 AS,3 U8
FECCPUREY RPN Tt ru.nu
G5 O il g 600 Agd ramy
el g /s Gaitiall Do gaan
oo bWl s Ay adgall b (3 sial)
Lf; _,l L]m.dl O Bodball sl
i | 3\._1§wi L gead ‘_"93. L..I:a.l.n.a
ua_,.\.n:u.“ '-.'.'.i’lol)_a;ﬁ &5_3 GL—I.IYL,

OF

A e TY salal tgale
£V 5 LAY

L.z.,l Luza.yl.; Gl laal 551k
W ope el ulae pseals
ui‘: L A0l Ly pal
_ya!l Sl adan g ] udall



Yora/ 11 = ¥ A saad) Gale - dpanl sayall

V§

<)

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
foliows:

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

(i) value of Production and Revalty
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-Year 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 164 of the
Decree no 10289/2013 (PAR), the
Operator on bhehalf 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 moadifications
to or additional requirements
concerning the contents of the
statements listed in this Section
1.4{b}.

All reports and staterments shall be
prepared in accorcance with the
EPA, applicable Lebahase law and,
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{d)

{e)

{f)

where there are no relevant
provisicns in either of these, in
accordance with generally accepted
and recognised accounting
principles used in the international
Petroleurn industry.

Each Right Holder shall be
responsible for preparing its own
accolnting and tax reports to meet
the applicable requirements of the
Republic of Lebanon and of all other
countries to which the Right Holder
may be subject. The Qperator, to
the extent that the information is
reasonably available from the Joint
Account records, shall provide the
Right Holders in a timely manner
with the nacessary 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 settlament of accounts between
the State and the Right Holders,
between the QOperator and Right
Holders, and between Right Holders
hereto in connection with their
rights and obligations under the
EPA. Such accaunts and records
shall also be maintained in Lebanon
50 as to enable the Right Holders to
comply with their respective
obligations under applicabla
Lebanese income tax and other
iaws.

Accounting records pertaining 1o
Petroleum  Activities Operations
shall be maintained in accordance
with applicable {.ebanese law and
the EPA, and when required,
generally accepted accounting
practices used in the international
Petroleum industry.
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The Accrual Basis for accounting
shall be used in maintaining the
Joint Account related to Petroleum
Activities, except for the calculation
of the Cumuiative Cash Inflow for
purposes of the computation of the
R-Factor in Article 24 of the EPA,

1.5. Language and units of account

(a)

{b)

(c)

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

Metric units and Barrels shall be
employed for  measurements
required under this Annex.

The language employed shall be
English and such other language as
may he 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 shalil 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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(b)

1.7. Payments

{a)

{b}

{<)

{d}

Any realized or unrealized gains or
losses from currency exchange
related to Petroleum Activities shall
be credited or charged 1o the Joint

Account, except as otherwise
specified in this Accounting and
Financial Procedure. Any such

exchange gains or josses 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.

between
Default interast rate

Parties;

Except as provided in this Section
1.7 (b) and (c), all payments
between the Parties, unless
otherwise agreed, shall be in 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
obligation with respect to Royalty
and the State's share of Profit
Petrofeum shall be made in
accordance with the EPA and
applicable Lebanese law.

All sums due by a Right Holder to the
State or from the State to the Right
Holder pursvant 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, ‘ccording to the
Lebanese Tax Procedures Law.,
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1.8, State right to audits

{a)

{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 vear, For purposes of
auditing, the Petroleum
Administration may examine and
verify at rseasonable times all
charges and credits relating to the
Petroleum Activities such as books
of account, accounting entries,
tMaterial  recerds, inventorles,
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 1o 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 wisiting personnel
associated with such Petroleum
Activities,

Without prejudice to the fhality of
matters as described in Section 1.8
{a) above, ali documents referred to
in that Section shall be maintained
and made available for inspection by
the State for such a time as is
prescribed by the £PA or applicable
Lebanese iaw {whichever is longer).
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{c}

{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
services in  connection  with
Petroleum Activities 1o provide an
audit certificate from an
internationally recognized firm of
auditors  acceptable to  the
Petroleum Administration certifying
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 tc maintain
documents relating to Petroleum
Actlvities conducted pursuant to the
EPA as if they were a Right Holder,
In addition, each Right Helder shall
be required to Include in its
contracts with Contractors audit
certification and document
maintenance  provisions  {with
respect to which the State shali be a
third party beneficiary) which atlow
the Petroleum Administration or its
representatives to raquest an audit
cartificate from the Contractors and
its Subcontractors as to compliance
of charges with the terms of the
relevant contract or subcontract, as
applicable.

The Right Hoider 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 repon
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)

(8}

(h)

(i}

All agreed adjustments resulting
from an audit agreed between the
State and the Right Holder shall he
prompt!y made in the Right Holder's
accounts and any consequential
adjustments to the State’s
entitlement to Petroleum shali 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 50 agree, to a sole
expert pursuant to Article 39 of the
EPA.

Anv 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
accordance with Article 35 of the
EPA or as is requited 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 guthority 1o audit
Petroleum Activities as and when,
including applicable time periods,
provided by applicable 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 rnade. All Exploration Costs
and Development Costs are considered Capital
Expenditures for purposes of the EPA, and all
Qperating 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, he classified, defined and allocated as
follows:

2.1. Exploration Costs

“Exploration 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:

Aerial, geophysical, geochemical,
pateontological, geological,
topographical and selsmic surveys
and studies and their interpretation.

(a)

(k) Core hole drilling and water well
drilling as part of exploration
operations.

{c) Labour, Materials and services used
in drilling Wells with the object of
finding new Reservoirs or for the
purpose of appraising the extent of
Reservoirs  already  discovered
provided such Woells are not
completed as Production Wells,

{d) Facilities used solely in support of
Exploration together with
purchased geological and

geophysical information.

(e) 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 betweenthe
Minister based on the opinion of the
Petroleurn Administration and the

Operator on a systematic basis and,
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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
law or, in absence of such basis, as
agreed to between the Minister and
the Qperator, based on the opinion
of the Petroleum Administration, on
a systernatic 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:
{a) Costs related to Appraisal Activities

conducted during the Development

Phase.
ib) Drilling Wells which are completed
as Production Wells and Wells for
purposes of Production from a
Reservoir  already  discovered
regardless of whether these Wells
are dry or producing.
{c) Tangible  drilling  costs  for
completing Wells by way of
installation of casing or equipment
or otherwise after a Well has been
drilled for the purpose of bringing
the Well into use as a Production
Well.
{d) 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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{e)

(f)

(g)

(h)

(i)

Geological and geophysical
information acguired 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 eguipment, enhanced
recovery systems, offshore

platforms, Facilities for landing of
Petroleumn onshore, including the
ultimate landing terminal, Facilities
for final processing or treatment of
Natural Gas for the purpose of
onwards shipment as lguefied
hatural gas or compressed Natural
Gas, Petroleumn storage Facilities,
export terminals and piers, harbours
and related Facilities for Production
activities.

Engineering and design studies for
Facilities.

Service  Costs  allocated to
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
applcable Llebanese law or, in
absence of such basis, as agreed to
between the Minister, based on the
opinion of the  Petroleum
Administration, and the Operatoron
a systematic basis and, failing
agreament, to he determined by a
sole expert in accordance with the
EPA.
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2.3. Operating Costs

“"Operating Costs” means all expenditures
incurred in connection with Petroleum
Activities after the start of the Commaercial
Production other than Exploration Costs
and Devalopment 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 in 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, wvehicles,
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/for
construct said facilities as well as the
annual costs to maintain  and
operate the same. Al Service Costs
shall be regularly allocated as
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(b)

{c}

(d)

specified in Sections 2.1{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
{in the case of a Natural Gas
Discovery) by the Councit of
Ministers for a proposed
Development and Praoduction Area,
and if 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 accaordance 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 Oparatoron
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 Preduction Plan.
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2.5. General

and Administrative

Exnenses

“Genaral and Administrative Expenses” means:

{a)

(b}

{c)

All main office, field office and
general administrative costs in the
Republic of Lebanon incusred by
Operator on behalf of the Right
Holders, in¢luding but not limited to
supervisory, accounting and
employee relations services. If such
main office, field office or other
administrative functions are used
for Petroleurm 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
hetween 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 cutside the
Republic of Lebancn 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 limited to one
percent {1%) of all Exploration Costs,
Development Costs, and Operating
Costs for each year {excluding, for
the avoidance of doubt, Generaland
Administrative Expenses otherwlse
included therein).

Al General and Administrative
Expenses shall be regularly allocated
as specified in Sections 2.1(f), 2.2{))
and 2.3 to Exploration Costs,
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(d)

(e)

n

Development Costs and Operating
Costs, respectively

General ang Administrative
Expenses incurred during the perlod
commengcing 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 1o 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,

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

{a)

{b)

{c)

{d}

(e)

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 CQuarter, commencing
from the Quarter in which the first
cost recoverable payment is made
into the Decommissioning Fund, and
far the remaining period in which
Petroleum s 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
10283/2013 (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 befare fifty percent
{50%) of the estimated recoverahle
reseives stated in the approved
Development and Production Plan is
produced,

The amount t¢ be paid to the
Decommissicning Fund for a
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(f}

Quarter shail 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
basls 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
Facilities, 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:

QD = (ECD X {QCPE/EPR]) - DSA

where:

QD is the amount of funds 1o be paid
to the Decommissioning Fund in
respect of the relevant Quarter;

ECD is the estimated total cost of
implementation of the approved
plan {or preliminary pian} for
cessation of Petroleum Activities
and decommissioning of Facilties,
as adjusted pursuant to the Law no
132/2010 {OPR Law}, the Decree no
1028972013 {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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- EPR is the estimated remaining
Petroleum reserves to be recovered
durlng 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
secondary recovery programmes or
other changes; and

- DSA is the cumulative amount of
moneys in the Decommissioning
Fund fallowing the payment in
respect of the Iimmediately
preceding Quarter.

{2) The payment in respect of each
Quarter shall be made within thirty
(30) days of the end of such Quarter,
and shalil 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 shal 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 rights and obligations pursuant to the
£PA, and for purposes of complylng with the tax
laws of the Republic of Lebanon and of such
other countries to which any of the Right
Holders may be subject,

Costs and expenditures agreed, contracted or
accrued subsequent to the FEffective Date
chargeable to the Joint Account include, but are
not limited to, the following

3.1. Direct charges
Cost related to:

{a) Acqguisition and maintenance of surface
rights as described in Section 4.1 {a).

(b} Labour as described in Section 4.1 {b).
Offices, warehouses, and miscellaneous
infrastructure as described in Section 4.1

{c).

{c)

{d)

Transportation costs as described in
Section 4.1 (d).
§  Services as described in Section 4.1 (e},

(f)
{8

{h)
{0
()

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

Environmental costs as described in
Section 4.1 {h).

insurance as described in Section 4.1 {j).

Damages and losses as described in
Section 4.1 (i).

Legal expenses as described in Section
4.1 {j}.

Training expenses as described
Section 4.1 {k).

Communications expenses as describad
in Section 4,1 (m}.

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

Cost related to recovery of anclilary
products as described in Section 4.1 {o).
Audit and inspection fee as described
under Section 4.1 {p).

{k}
{h
{m})
{n)
{0)
(p)

in
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(g} Other expenditures as described under
Section 4.1 (g}

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 shafl
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 Article 13 of the EPA {in respect
of allowances, continuation of operations
and emergencies). These costs and
expenses shall be classified under the
headings 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 27.2
of the EPA), and include the following:

(aj  Surface Rights

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

(b] Labour and associated labour costs,

inchuding:

{i) The salaries, wages and related
costs of employees of Operator
fincluding  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;

{i)  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
Petroleurm Activities, and not
otherwise covered by Section 4.1
(e}
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{iii}

(iv)
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Costs for salaries, wages and
related costs for employees
warking full time on Petroleum
Activities shall be fully chargeable
to the loint Account. Costs for
salaries, wages and related costs
for employees working part-time
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 hasis as may be
deterimined by the Minister based
on the opinion of the Petroleum
Administration;

“Related costs” for purposes of
the foregoing include;
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 disability,
retirement and  survival
payments applicable to the
salaries and wages
recoverahle 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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{v)

b) social charges, or similar
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} cast 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
Helder'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
appeinted pursbant to Article
16.6 of the EPA in attending
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(c)

{d)

(e)

meetings of the Management
Committee;

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 agread to between the

"Minister, based on the opinion of the

Petroleum Administration, and the
Operator and, failing agreement, the
allocation shall be determinad by a sole
expert in accordance with the EPA.,

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.

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
partles are recoverable provided
that the charges paid under such
contract by the Operatar 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 loint
Account, and shall only be
recoverable, tg¢ 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 2.5, 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.

B. Scientific or Technical Personnel
Cost of scientific or technical
personne! 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.

€. 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
exclude major investment items
such as, but not limited to,
drilling rigs, producing platform,
oil and pgas 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.

Materials

(i} General

So far as fs 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
supplliers or manufacturers or their
agents shall be credited to the Jolnt
Account under the EPA.

Value of Material charged to the

accounts under the EPA

a} Except as otherwise provided in
item b) below, Materlal purchased
by the Operator for use in the
Petroleum Activities shall be
valued at the actual net cost
incurred, including: invoice price
lass 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 destination, Insurance,
taxes, customs duties, consular
fees, other items chargeable
against imported Material and
where applicable handling and
transportation expenses from
point of importationto warehouse
or operating site or location, and
its ¢osts should not exceed those
then currently prevailing in
normal arms-length transactions
on the open market.

b) Materlals 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).

{ilMaterial which cannot be
classified as condition 8" but
which after reconditioning will
be further serviceable for
original function as good
second-hand Material
condition “B", or which is
serviceable for original
function but substantially not
suitable for reconditioning,
shall be classified as condition
"C" and priced at fifty percent
(50%) of the current price of
new Material as defined in (1)
abkove {Condition A). The cost
of reconditioning shall be
charged to the reconditioned
Material provided that the
condition "C" Material value
plus the cost of reconditioning
does not exceed the value of
condition "B" Material.

(if)Material which cannot be
classified as condition "B" or
condition "C" shall be priced at
a value commensuraie with its
use,

{iv) Material involving erection
costs shall be charged at the
applicable  percentage, in
atcordance 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 wvalue 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 capital gains;

C. Withholding tax on non-resident

income;

., Tax on dividends:

Tax on bank deposits returns;

Tax on movable capital;

Tax on direct or indirect

. Assignments, or
H. All taxes incurred by Right Holders

on behalf of the tax payer in¢luding
payroll tax where incurred by the
Right Holders on behalf of the
employee,
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{ii} Fines and penalties imposed by any

public authority in the Republic of
Lehanon.

{ili) Royalty shares, area fees, Profit

Petroleum shares or other Petroleum
entitlements, 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 taxes deemed to be non-

recoverable costs.

{h) Environmental costs by the Operator

(i)

incurred with respect to the Petroleum
Activities in order to comply with
applicable lLebanese law and Article 17
of the EPA,

Insurance and losses

(i} Insurance premiums and costs
incurred for insurance arranged in
accordance with the EPA provided
that if such insurarnce is wholiy or
partly placed with an Affiliate of the
Operator or other Right Holder,
such premiums and costs shall be
recoverable only toc the extent
generally charged by competitive
insurance companias other than an
Affiliate of the Operator or other
Right Holder. Costs and losses
incurred as a conseguence of
events which are insurable, and in
so far as not made good by
insurance obiained under the EPA
through no fauly of the Operator,
are recoverable under the EPA.

(i} All costs or expenditures necessaiy
to replace or repsir damages or

losses  incurred shall he
recoverable. The Operator shall
provide the Petroleurn

Administration written notice of
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(i}

damages or losses incurred in
excess of one hundred thousand
United States dollars {USS$ 100,600)
as spon as practical afier report of
the same has been received hy the
Operator. Al losses in excess of
fifty thousand United States dollars
(US550.000) shall  be listed
separately in  the quarterly
statement of costs and
expenditures.
{iil) Expenditures incurred in the
settlement of all losses, claims,
damages, judgements, and other
expenses for the account of
Petroleum  Activities shall  be
recoverable.

Legal expenses

AH 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 fegal
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 shall  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 Qperator, an Affiliate of the
Operator or other Right Holder, such
compensation shall be included instead
under Section 4.1(b) or 4.1{e) above, as
applicable. Costand expenses related to
legal assistance for the purpose of
challenging {or responding to a
challenge of] cost recovery, Profit
Petraleum split or Royalty shall riot be
cost recoverable. The preceding costs
and axpenses shall not include costs of
any nature (including attorneys’ fees
and the fees of the ICC, arbitrators, the
sole expert, other experts, professionals
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{k}

{h

(m)

(n)

and translators} incurred in connection
with any consultation, arbitration or sole
expert process under Articles 37 to 39
(inclusive) of the EPA,

Training costs

All costs and expenses incurred by the
Operator in tralning of its employees
located in Lebanon and engaged in the
Petroleum Activities pursuant 1o the EPA
and such other training or institutional
support as reqguired 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.

General and Administrative Expenses
General and Administrative Expenses
are the costs described in Section 2.5(a)
and the charge described in Section
2.5(b).

Communications

Cost of acquiring, leasing, installing,
operating, repairing and maintaining
communication systems including radic
and microware facilities between the
Biock and the Operator's nearest base
facility.

Decormmissioning fund

Payments Intdo the Decommissioning
Fund and costs Incurred for the
preparation and Implamentation of a
preliminary or definitive  plan for
cassatlon of Petroleum Actlvities and
decommissioning of Facilitias according
to applicable Lebanese law, the Dacree
no 10289/2013 (PAR) and the EPA (and
subjact t0 the limitations contained
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therein) that are not covered by (4, il i dilesadl acdgilly
withdrawals from the Decommissioning 3l ;. C“) EL-"N' 5 LAY Al
Fund. Bllia i A U 5 (le bt M 25

?‘llﬂl gl e (e Gilisaaadl
(6} Costs related to recovery of ancillary gl
products . .
All costs borne by the Right Holders in  <hadiall sha yiuly Adadi al) CANSIH (e)
respect of the recovery of andillary auiatyl
products shall be recoverable costs .. .f wasy q_m LIS agas
pursuant to Article 19.4 of the EPA. :J i .:.La_.)i.;l.; e L\:g&é_’ﬂﬁ-‘tl
Aot A8 CallSs < bl
ALY RS (e 14,8 sl L
{p} Any audit or inspection fees charged by 'EL'N‘-’
the State. ' )
Ll AN dasd e apu) 6 (B)
Adgalh
{q) Other expenditures

Any other legitimate expenditure, other
than expenditures which are covered by
the foregoing provisions of this section
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incurred for the necessary and proper ook JS&  Ad, Al Adaday)
performance of Petroleum Activities in  Jaall @"‘_):‘l (H Sos s

accordance  with  approved Work
Programs and budgets under the
Agreement.
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4.2. Priority of Recoverable Costs

e AR chaieit 400 5 €,
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Costs recoverable pursuant to applicable
Lebanese law, the Decree no 10289/2013
{PAR) and the EPA shal} be recovered in the

following order of priority: By asepally sl eodt S

{a)  Operating Costs pursuant to Section adlagall et gl Aadaiyl) YeIV/VaYAQ
2.3; ZUEVy lasiay Lla 5 (A, nd iy

(b} :lef)rst:iao; Costs  pursuant  to Iwi 1*3“)._“1 . 3 it o Cany
ection 2.1; 1 1ms s mel] LW

(c) Development Costs pursuant to 3.¥ :‘“‘ML“J dbaadall cagtsily (‘)
Section 2.2; Y1l Gy GLASSLYY LSS ()

_*,“ ‘...ﬁlll.ié_, _)_-]_’Lﬂ‘k.l_.gns.ﬁ(c)

4.3, Costs not recoverable under the

EPA e e
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The following costs shall not be cost guiy il A8
recoverable pursuant to the EPA:

{(a) Petroleum marketing costs {except as

A e RIS A RIS 0S5 of
otherwise in an

contemplated
approved Gas Infrastructure and
Marketing Plan) and Transportation
costs of Petroleum beyond the
Delivery Point{s) as set forth in an

V1 LKLY AU g pas M2 il
o Us elinly) J ll (e IS5 ()
:\-_{-'Ig-“ idad o A GA o graia
(lle (3l pad ahypusy Sl Agiad



Yoy e/ o VA saadt 3ake - Lpau syl

Y o

(b}

{c)

(d)

(e

{f)

{:4]

(h)

(i)

1)

approved Development and

Production Plan.;

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
10 39 {Inclusive) of the EPA;

Rovalty;

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;

Costs that are not adequately
supported and documented;

Costs and charges incurred before the
Effective Date;

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;

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);

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,

Any taxes paid to authorities outside
the Republic of Lebanoh;
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(k) Any taxes subject to reimbursement or
refund,

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

—

{m} Fines and penalties imposed by any
public authotity in the Republic of
Lebanon or elsewhere and any interest
due thereon;

{n) Commissions and arrangement fees
paid to intermediaries,;

(0} Commissions and arrangement fees
and other costs (including borrowing
costs, interest or other costs to secure
guarantees {including professicnal and
advisory fees and expenses) relating to
guarantees including the Work
Commitment Guarantee and the

Parent Company Guaraniee.

{p}Any amounts spent on indempities with
regard to non-fulfilment of contractual
ohligations;

{q} Donatlons 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 in
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
praocurement of geods and services;

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 assoclated with the acquisition
of seismlc 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} Areafee

4.4. Recoverability and deductibllity

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 pursuwant to the EPA shall,

subject to the applicable law, be credited to
the Joint Account ynder 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}

{c}

{d)

(e)

)

{e}

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;

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;

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

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

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.

Legal expenses charged to the Jloint
Account under Section 4.1(f) 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
Petroleym Activities conducted
pursuant to the EPA,

4.6. Duplication of charges and credits
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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
inaccordance with the applicable Lebanese
law and Best [nternational Petroleum
Industry Standards. The detailed records
shall include information on quantities,
location and whether such assats are leased
or owned. At reasonable Intervals, but at
least once a year, with respact to movahle
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 QOperator 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 wpon which valuation of the
inventory has been based. When an
Assignment of rights under the £PA 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

{a) Subseguent 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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(b)

Development and Production Area
pursuant to Article 50 of the Decree no
10289/2013 {PAR) and the EPA,

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

{b)

Statement

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 Praduction and Rovyalty Statement”)
covering the determination of the
value of Crude Qil and other Paetroleum
(determined in accordance with the
Law no 13272010 (OPR Law), the
Becree no 10289/2013 (PAR) and the
EPA) respectively, produced during
each Calendar month and the value of
Rovalty payable {if taken in cash). This
statement shall contaln the following
information:

{i} The quantities and prices
realised by the Right Holder in
each sale of Crude Oil and other
Petroleum respectively, other
than to Affillates, made during
the Calendar month in question;

{ii) The quantities and the prices
realised by the Right Holder in
each sale of Crude Qil and other
Petroleum  respectively, to
Affiliates made during the

Calendar month in guestion;

{iii} The guantity and location of
stocks of Crude Oil, and if
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(c)

applicable other Petroleum, at
the end of the preceding
Calendar month;

{iv) 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 llability for
Crude Oil and ather Petroleum
respectively, for the Calendar
month  and  the detailed
supporting calcutation;

{vi) Published information available
to the Right Holder, when
requested by the Petroleum
Administration, concerning the
prices of relevant qualities of
Crude CGil 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 Oil and other
Petroleum and for other
relevant Petrofeum 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

(@)

The OQperator, on behalf of the
Right Holders, shall prepare with
respect to each Quarter a cost
recovery statement (hereinafter
refarred 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 Recoverable Costs
carried forward from
the previous Quarter, if
any,

{ii) Recoverable Costs
charged to the Joint
Account for the Quarter
in guestion;

(i} Total Recoverable Costs

for the Quarter in
question (the sum of (i)
and {ii));

{iv)  Quantity and value of
Cost Petroleum taken
proportionally in Crude
Qil and other Petroleum
for the Quarter in
guestion; '

{v) Credits for costs
recovered for the
Quarter in guestion;

{vi) Total cumulative
Recoverable Costs
recovered up to the end
of the Quarter in
question;

{(vii)  Recoverable Costs to be
tarried 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

(a)

Receipts

The Operator, on behalf of the
Right Holders, shall prepare with
respect to each Quarter a
statement of expenditures and
recgipts under the EPA {hereinafter
referred to as the “Statement of
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Expenditure and Receipts”). The
Statement oOf Expenditure and
Recelpts shall 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 shali
show the following;

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

(i) Cumulative expenditure and
receipts for the budget year
in question;

{i) Latest forecast cumulative
expenditures at the year end;

{iv} Variations between budget
forecast and latest forecast
and explanations thereof;

{v} Price per barrel of Crude Oil
soid;

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

{b) The Statement of Expenditure

6.5. Profit

(a}

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.

Petroleum Sharing

Statement

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
Petrcleum to be shared
between the State-and the Right
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Holder for the Quarter in

question;

(i} 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;

{b) 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 Year 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 Rovalty
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 in Lebanon, including
an attestation (audit opinion) that the
information in such end-of-year statement
is in acecordance with the requirements of
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the EPA, including this Accounting and
Financial Procedure.

6.7, Budget Statement

(2}

(b}

The Operator shall, on behalf of the
Right Holders and in accordance
with Article 13,3 of the EPA, prepare
an apnual 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:

{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
foracast Exploration Costs and
Development Costs for the said
budget vear; and

{iv) Decommissioning Fund
statement, showing curnulative
payments made into the
Decommissioning Fund and the
estimation of payments to bhe
made the following year, and
cumulative withdrawals from
the Decommissioning Fund, and
withdrawals expected to be
made during the following year,

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

A eadt e Y
ol oo Aty gasd Je o ()

i o VYT Sl Uy (5 gkl
Cha sl aLESILY
Lo ) b Rggndl 201 pal
e A a0 (Ml St
IS (LGN Gl o ol
tingy  odghlill CAMST,y g glall

okl 1o 8 Sl

claad, o (1)
AL gy it Tinah 3 dad yil

sa\:ﬂYU B
Cain glalt g Sl )
FRAY m‘@hﬁuhu)ﬂlhélﬂ\
el sl

yalie pal gy dya (V)
Tkl ALY i
Sl AL Audl Rl

]

S G Gl ol (£)
e dadd) jelay g3l e faal
a8 Asdpal LaSHT
Gy gl Sl g
i lgnis bglddl e sl

< pandl g iit.\lll:ljlr R
u.:.l'n..,uaﬂ e 81 _).T.J'I
Tl I3 248 55 i gands

A

A I8 oo A3l g o ()
08 51 b ol gl 5l gl e
TR g VYT B L dandl s

Ly LIS



VY

Yora/1/4 o Y4 ssall Gale - dseul 53 sal

6.8. Local Procurement Statement

(a)

0

The Operator, on behalf of the
Right Holders, shall prepare a Local
Procurement  Statement that
should at 3 minimum include the
following information:

(i} An overview of the Right
Holders compliance with
Article 20 of the EPA,
including the percentage of
the Right Holders and their
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(i) The amount of expenditure
incurred by the Right Holder
directly or indirectly on
Lebanese originating
goods/services;

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

(i}

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

{vi A comprehensive variation
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shall be submitted to the
Petraleum Administration not later
than ninety (90) Calendar days after
the end of each year.
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7. Language and revision of the

Accounting and Financial Procedure

This Accounting and Financial Procedure has
heen madein Arabic and English, Howevar, in
case of conflict the Arabic original shall
pravall.
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The provisions of this Accounting and
Financial Procedure may be amended only in
accordance with Article 33 of the EPA,
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8. Conflict with the EPA AU aa i el A
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
“Wark Commitment Guarantee).

2. De™'tions set forth in the Work
Conunitment Guarantee and the
Exploration 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.

. The State hereby certifies that

[ennna] United States Dollars
(USS$ [......]} 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.

. 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
ot the Republic of Lebanon has
signed this certificate as of the date
first herein above stated.

Sighed
The Republic of Lebanon
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