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Art 27. Procurement and supply
bases

1. Subject to applicable Lebanese
law and the provisions of the Joint
the
procurement of goods and services for

Operating  Agreement  for
the purpose of Petroleum Activities
pursuant to this EPA, Right Holders
shall conduct procurement on the basis
of competitive tenders (except that
competitive shall not be
required for (i) any contract between
the Operator and the Initial Right
Holder or its Affiliates which has been
approved in advance by the Minister in
accordance with Article 27.2 of this
EPA or (ii) any contract, or group of

tenders

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 to Lebanese goods and services
that are competitive with regard to
quality, and
performance, in accordance with
Article 67 of the law no 132/2010 (OPR
Law) and Article 157 of the decree no
10289/2013 (PAR). Without limiting
the foregoing, the Right Holders shall
procure that:

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

(i) the Operator, in its judgment acting
reasonably, is satisfied (on the basis of

demonstrated  ability, experience,
quality, timely performance,
workmanship and other relevant

criteria) with their ability to properly
perform the work entrusted to them;

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

(i) the Operator is reasonably satisfied
(on the basis of demonstrated quality,
workmanship, availability in the
quantity and at the times when needed,
and, as may be appropriate, availability
of service and support, and other
relevant criteria) with the fitness of the
goods;
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(ii)  the goods price does not exceed
one hundred and five per cent (105%)
of the lowest acceptable all inclusive
cost offered by or otherwise available
for equivalent or similar goods that do
not originate from Lebanon, are not
manufactured or constructed in
Lebanon or are not supplied by Entities
that are not majority-owned or
controlled by Lebanese nationals; and

(iii) the other terms and conditions on
which such goods are offered or
otherwise available are competitive
with available goods that do not
originate from Lebanon, are not
manufactured or constructed in
Lebanon or are not supplied by Entities
that are not majority-owned or
controlled by Lebanese nationals.
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Right Holders and the Operator shall
procure that Contractors and their Sub-
Contractors shall comply with this
Article. The Exploration Plan and each
Development Plan shall include a plan
for retaining Lebanese companies as
Contractors and  Subcontractors,
including priority rules meeting the
requirements set forth in this Article.

2. The Operator may enter into
agreements with Contractors (and
permit Contractors to enter into
agreements with Subcontractors) for
the conduct of Petroleum Activities,
and with suppliers of 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 US$20
million overall, must be approved in
advance by the Minister upon the
recommendation of the Petroleum
Administration.
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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.

3. Supply bases for the provisions of
goods and services, understood to
include transshipment points,
including air transport related to
Petroleum Activities pursuant to this
EPA, shall be used as stipulated by
applicable Lebanese law and Article 8
of the decree no 10289/2013 (PAR),
and approved plans for Development
and Production.
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1. Early Termination

a) The Minister may terminate
this EPA by giving all of the Right
Holders 90 days’ written notice (an
“EPA Termination Notice”) specifying in
reasonable detail the relevant
circumstances if any of the following
events or circumstances (each, a
“Termination Event”) occurs and is
continuing:

(i) a material or repeated
breach by the Right
Holders or the Operator
of the law no 132/2010
(OPR Law), the decree no
10289/2013 (PAR) or this
EPA;

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

(ili) the occurrence of an
Event of Force Majeure
that substantially
disrupts the conduct of
Petroleum Activities for
a period of at least thirty-
six (36) consecutive
months provided that
the Minister reasonably
believes, based on the
recommendation of the
Petroleum

Administration, that a
party qualified in
accordance with the

Lebanese Law would be
capable of conducting
the Petroleum Activities
in the Block pursuant to
this EPA notwithstanding
the events giving rise to
such Event of Force
Majeure; or

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

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.
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
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EPA Termination Notice, so long as the

Right Holders are diligently pursuing a
remedy. i g AAY1 03g) eled) T ) (2
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effective notwithstanding any dispute . N . R .
by the Right Holders of the grounds for VA dalally Slee gl 5o Aad

such termination. In the event that an | S @l ledY! 13 ¢l Ay 0 (e
arbitral tribunal appointed pursuant to lanal ailall oay il patly o s
Article 38 of this EPA determines that | sle iy Jhe panad e 3s8all
such termination was not justified, the | (& L&) agdgial Aalall Ggull Ao
remedy of the Right Holders shall be | ygdll oUiiuly ¢o(2) B8l A 3o
limited to monetary damages based on (28 5.8 ik Lﬁh Aalaiall dgla)
the fair marketvalue.(determmed inthe gl O Tlic) AEEY) o3 Can san
manner set forth in paragraph (d), RN
except for the additional limitation :
relevant to an Event of Force Majeure)
of their rights under this EPA as of the
date of termination.
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termination, and (ii) 80% of the fair | 4dy (o) &luall 4 glose Aalall (3 gud)
market value of the Participating el o yall @_.,3\_., el Lad il
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seller of such Participating Interests, el e s 3 40 | b
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consideration in U.S. dollars and on -("-té—‘?‘
arm’s length terms, determined on a
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going concern basis and assuming that
the Event of Force Majeure ends as of | (Jd (0 Aalall el dad yaad 4
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(90) days, then either the State or the ASEY) 238 (e YA Balall
Right Holders may submit the issue to
final resolution through arbitration f'& “Lﬁ‘.’! 69333‘ Claay Say (=)
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ays’ written notice upon an Event of | . oo JB Y sad 4l iy
Force Majeure occurring and continuing oS (e 7)4.& i (Y"L) uﬂ)\iJ
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of Petroleum Activities for a period of at o e ) Ll (3 siad) N

least thirty-six (36) consecutive months. | & 54 ped s (e Jolall y 48yl
The Right Holders may also withdraw ¥4 salall & lale a paiall oy lal)
from this EPA and surrender their rights | #¥1) Yo )¥/) 0 YA &8 ) 4 gu sall
hereunder in the circumstances | (4l il sy Al aef gl
contemplated in Article 39 of the decree | J il o eV 138 Jeany off Cang
no 10289/2013 (PAR). Any such| i Ji) 3 siall () s Ji O
withdrawal or s.urrender must be made oS 13 ogie Ll ey 5553‘ Jaiall
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perator acting on their behalf, if duly T R T

appointed to do so by the Right| . e e ts
Holders). The withdrawal or surrender J"Si sl el calia Ji e 38 L

of a Participating Interest by one or L (e g J s 4l (é‘»‘"’l‘u“fx oSl)
more (but less than all) Right Holders | 2% (e Y& salall Loy dl Wy oy of
shall be treated as an Assignment and | Slaaal (asai (sl a3a) Y 48y
may only be made in compliance with | JJl 5 oLy} Lapady (3l
the requirements of Article 34 of this sl sda 8 die a sealdl
EPA. No compensation shall be paid to
the Right Holders in connection with a
termination or surrender contemplated
in this paragraph.

The fair market value shall be

2. Forced Assignment . iﬂgﬂ Y
a) A “Forced Assignment "55*‘#‘ Jots ) Qaat . (i
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or circumstances
continuing:

(i)

(ii)

(iii)

(iv)

occurs and is

the occurrence of a
Termination Event
resulting primarily
from the actions or
omissions of, or an
Event of Force Majeure
affecting, a particular
Right Holder;

a material breach of
Article 26, 35 or 41 of
this EPA or Article 147

of the decree no
10289/2013 (PAR) by a
Right Holder;

a Right Holder has

provided any
materially false or
misleading

statement(s) to, or
withheld any
significant information
from, the Council of
the
the

Ministers or
Minister or
Petroleum
Administration relating
to this EPA or any
Petroleum Activities;
or

the making of any
order or the passing of
any resolution or the
taking of any other
step by any person for
the receivership,
administration,
liquidation,
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bankruptcy,
insolvency, dissolution,
or reorganization for
the benefit of the
creditors, or any
similar or analogous
process in any part of
the world, of any Right
Holder or any Entity
that guarantees the
obligations of a Right
Holder pursuant to
paragraph 4 [or
paragraph 8] of Article
6 of this EPA, save
where the foregoing is
for the purpose of
amalgamation or
reorganization of a
Right Holder or such
guarantor and its
Affiliates.

b) In the event of a Forced
Assignment Event, the Minister may
elect to require the Right Holder
responsible  for the Forced
Assignment Event (the “Defaulting
Party”) to assign its Participating
Interest unconditionally, without
consideration and free from all
Encumbrances to the other Right
Holders (the  “Non-Defaulting
Parties”) in proportion to the Non-
Defaulting Parties’ Participating
Interests (a “Forced Assighment”)
by giving the Defaulting Party 90
days’ written notice and specifying
in reasonable detail the Forced
Assignment Event (a “Forced
Assignment Notice”).

Notwithstanding the foregoing, if the
Forced Assignment Event is a result of a
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breach of Article 41 of this EPA, the | e £) salell dallaal dayh
Minister may require the Forced | 5 550l oSay ALY o3a
Assignment to take place with Gl ol s Callay
immediate effect. (55t U saiay

c) If the Defaulting Party | . 1l " ,
has remedied the Forced Assignment Andas | ol dia " (C)

Event within the 90 days’ notice period, DR Alee A oyl J il Lass
the Forced Assignment Notice shall be ladie iy Loy (3+) Qi A2
deemed to be no longer in effect. If the (g b dmy (J Al ,)':‘-»":!Js Jotl )
Defaulting Party notifies the Minister | Jaall Cijlall &l Jla JM\
that the Forced Assignment Event is not d:ta e gl Jolll Goa o e
capable of remedy within such 90 day gLAy (40) Cpniill Aga Jha dndladll
period, but is capable of remedy in a Cfay o glal Al &5‘9 Galleall Q43 a1
longer period of time, the Minister may d}*“ L_slu u fasdad Asiag u‘ 3l
rant an extension and suspend the

iffect of the Forced AssignmerF:t Notice, Okl G | L L”aj\ dou iy
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so long as the Defaulting Party is
diligently pursuing a remedy. The (ibae 3 gmia g5l Jjth iy eN
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events or circumstances.
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the compensation (or absence of
compensation) of the Defaulting Party,
but no such agreement shall have any
impact on the effectiveness of, or result
in a delay in, any Forced Assignment.

e) 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.

f) Any Forced Assignment
shall be effective notwithstanding any
dispute by the Defaulting Party of the
grounds therefore. In the event that an
arbitral tribunal appointed pursuant to
Article 38 of this EPA determines that
such Forced Assignment was not
justified, the remedy of the Defaulting
Party shall be limited to monetary
damages based on the fair value of its
rights under this EPA as of the date of
Forced Assignment, less any
compensation received.

g) Nothing in this Article
shall preclude the State from pursuing
any and all remedies in respect of a
default by a Defaulting Party available
under this EPA, Lebanese law or
otherwise.
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3. Consequences of Termination.
If the EPA is terminated in accordance
with an EPA Termination Notice, the
Right Holders shall:

a) forfeit all their future rights
and interests under the EPA as from the
date of termination;

b) release the State from any
and all actions, claims, demands and
proceedings that may arise out of such
termination other than in respect of a
dispute in relation to such termination;
and

c) if
during  an

termination  occurs
Exploration  Period,
forfeit the Work Commitment
Guarantee, which the Minister
may draw in an amount equal
to its face amount less the
Recoverable Costs incurred
during such  Exploration  Period
and attributable to the relevant
Minimum Work Commitment,
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