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14. Model EPA

14.1 The Model EPA applicable to this Licensing
Round is attached to this Tender Protocol as Exhibit
1.

14.2 The following provides a general overview of
the EPA that will be entered into between the
Lebanese State and a winning Applicant in the
Licensing Round for the right to conduct Petroleum
Activities in the selected offshore Block. The
Applicant will be required to enter into an EPA in a
form identical to the Model EPA provided at Exhibit
1, updated to incorporate the relevant terms of the
Applicant’s Technical Proposal and Commercial
Proposal including any revisions hereto agreed
between the Minister and the Applicant and
approved by the Council of Ministers. This overview
does not amend or modify in any way the terms of
the Model EPA.

143  Pursuant to the OPRL, an EPA shall be
executed by no fewer than three (3) Right Holders,
among which one shall be the Operator. Each
“Individual Company” that is awarded a Petroleum
Right may appoint a Signing Affiliate in accordance
with the requirements of Articles 18 and 19 of this
Tender Protocol.

144  The EPA extends over the exploration,
appraisal, development and production up until
decommissioning and accounts for all necessary
legal provisions in relation to Petroleum Activities.
Under the EPA, the Operator is responsible for
carrying out day-to-day Petroleum Activities on
behalf of the other Right Holders, and all Right
Holders are jointly and severally liable for their
obligations.

14.5 The EPA authorizes the Right Holders to explore
for oil and gas during an Exploration Phase of
maximum Seven (7) years, which is divided into
two periods: a First Exploration Period of three (3)
years and this First Exploration Period may
consist of four (4) years if the Minister, based on

FUY)y waldsiay) A8y ey Glyxﬂ} V¢
S WYTAEEY el 23l o V)
ua.\:;’\).J)OJJQGMWL:L@dM! Lu}’ij
L;M\ﬂq@yﬁ@ﬂ!a@l@wm!

LS WY e e UL b V8,
(A-JAJ" Al Mjﬂiuudﬁ}\._u u_ﬂ\ CL.J\}"J
d:J\ 4 aial Q.:ugi_)_“ 5593 LSS J.:LAH Tl
WMJ&W\)@QJ)L\”%YM ‘.JJLJ
& 5 LYl GLASTLYY A e el ,m" A8
ey ) uLaJiLéaLLJstJAIuLsN! z 3 el
gl y SN O jally dalata) eLia‘}Iln\.sLW$
Lple Gadtal) culaggidli dl.s(salm"g__xl.us e8]
I8 O Legle Gl pall y Culball ania g 303l o
cb_UHUAM
O JS5 oy T Y o8 Al Aadll a3 Y
Y LAWY A8l WS Ja)

b Ay ll ol pall () gilE ALSAY Uy v gy
) gall BT YN AFY L8 A el oLl
ui_u\é.ﬂyua_u("m_)s.ﬂ\o\_mngaujﬁ
(V):C:)\Sucdsayud.smcbwju\ﬁxﬁmm

Shtie ppaal 068 o e (5 g o]
L A e A8 35 (a3 0 52,450 38 5 S (g
plSaY s Uy L SSE L1 A8l 0 1)

bl dag B30 53y (e Y95 VA aalal)

ugfmcmyuquﬁluymgum Mo Y £, 4
sl ALY g 5 N G isa )
Dty di 2 il 0 Y s iy
Aol s ) A, Haleidl 28 0 WS2Y] gnen
LY 5 CHLESE Y1 A o gy Jitiall (4
Al Aae ll Al 5 3l Al ALl o Y g
e 0559 oAV Gsial wlaaf e
0 Ut B 0l 3 ane (3 sinl) il

P ga

Laal LYy CHLISTLYY A8 )55 ) £,0
Asye DA Ll Lall Galasiuly 3l
Mculy(V)@mM‘}] \Aa;;&lgu\ﬁ&m
(\“)g./b oY CLESIL Y B QmAu_HLAij
23 VT CALEASTLLYY mL_ﬂuuiusmju
Awyuw}n&bduwgu\w(z)wx

Printed by



YoY £/ /Y0 & anall — dyan sl 52y 5al

Yvy

the recommendation of the Petroleum
Administration, approves the extension of the
twelve (12) months period specified in Article
7.2 of the EPA for the obligation of the Right
Holders to drill an exploration Well in the first
Exploration period for a similar period upon an
application submitted by the Right Holders, and
a second Exploration Period of Two (2) years {that
may be extended One (1) additional year based on
Minister's decision upon the recommendation of
the Petroleum Administration. Upon approval of the
Council of Ministers, the Exploration Phase may be
extended for a period not to exceed Ten (10) years.

The Minister may, based on the
recommendation of the Petroleum
Administration, extend the twelve (12) months
period specified above to a similar period and
only once, if the rights holders submit a written
request to the Minister with a copy to the
petroleum Administration sixty (60) days prior
to the expiry of this period requesting an
extension. If the Minister approves the request
to extend this period, the First Exploration
Period shall consist of four years.

The Minister shall decide on the extension
request submitted by the Right Holders within
fifteen (15) working days from the date of
submission of the application. In the event that
the Minister rejects the extension request, the
Right Holders shall have the right to decide
whether or not to drill an Exploration Well in the
awarded Block through the Exploration and
Production Agreement before the expiry of the
twelve {12) months period specified above.

14.6 In the event that the Minimum Work
Commitment suggested by the Right Holders, upon
submission of the Application to participate in the
Licensing Round, does not include drilling an
Exploration Well during the first Exploration Period,
Right Holders shall decide, during the First
Exploration Period and within a period not
exceeding twelve months from the date of approval
of the Exploration Plan by the Minister, whether or
not they commit to drill an Exploration Well in the
Block awarded to them by an Exploration and
Production Agreement, within the period specified
in Article 14.6 of the current Tender Protocol taking
into consideration the possibility of extending it for
a similar period as specified above, and shall notify
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the Minister and the Petroleum Administration
about their decision to drill the well or not before
the expiry of such period or before the expiry of the
extended period.

In the event that the Right Holders commit to drill
an Exploration Well within the deadline specified in
Article 14.6 of this Tender Protocol or during the
extended period, they shall sign the document of
commitment to drill the Well pursuant to Annex G
of the EPA (Form of Commitment to drill an
Exploration Well During the First Exploration
Period) and shell submit to the Minister the
Minimum Work Commitment Guarantee related to
this Well,

The provisions of Article 14.6 of this Tender
Protocol shall not apply in the event that the
Minimum Work Commitment suggested by the
Right Holders, upon submission of the Application
to participate in the Licensing Round, includes
drilling an Exploration Well during the first
Exploration Period. Therefore, in this case, the
Applicant shall submit to the Minister, upon
signature of the Exploration and Production
Agreement, the Work Commitment Guarantee to
fulfill the work obligations determined in its
Technical Proposal,

14,7 In the event that the Rights Holders decide
not to commit to drill an Exploration Well in the
Block awarded to them by an Exploration and
Production Agreement, their decision is deemed to
be a termination of their petroleum license granted
by an Exploration and Production Agreement and a
termination of all their rights in the Block subject to
an Exploration and Production Agreement.

In the event that the Minister and the Petroleum
Administration are not notified about any decision
by the Rights Holders regarding the drilling of the
Exploration Well within the period specified in
Article 14.6 of this Tender Protocol or during the
extended period, this shall be deemed as a decision
by the Rights Holders not to commit to drill the well,

The Right Holders may submit an Exploration Plan
for the second Exploration Period to the Minister
with a copy to the Petroleum Administration. The
Exploration Plan related to the Second Exploration
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period shall include the commitment of Right
Holders to drill at least one Exploration Well during
the Second Exploration Period and this Well is
deemed to be among the Minimum Work
Commitment Obligations related to the Second
Exploration Period and the Right Holders shall sign
with the Minister the document of “Commitment to
drill an Exploration Well during the Second
Exploration Period as per the Form provided in
Annex H of the EPA and the Right Holders shall
submit to the Minister the Minimum Work
Commitment Guarantee related to the well that
they committed to drill during the Second
Exploration Period.

14.8 Petroleum produced from the Block covered by
the EPA will be split between the Lebanese State and
the Right Holders. First, the Right Holders must pay
Royalties (in kind or in cash) to the Lebanese State,
equal to 4% of the gas produced, and a varying
percentage (between 5% and 12%) of the oil
produced. Second, the Cost Recovery Ceilingis up to
80% of the disposable Petroleum which is allocated
to the Right Holders to recover their costs, with the
actual percentage determined by the winning
Applicant's Commercial Proposal. The Profit
Petroleum is split between the State and the Right
Holders in proportions determined by the winning
Applicant’s Commercial Proposal under a formula
pursuant to which the State’s share increases after
the Right Holders have recovered their Costs. Right
Holders are subject to the provisions of Law
N0.57/2017 (Tax Provisions related to Petroleum
Activities in accordance with Law 132/2010).

14.9 The EPA requires the Right Holders to
conduct Petroleum Activities in accordance with
Best International Petroleum Industry Standards, to
safeguard health, safety and the environment and
remedy any accidents, and to pay cash into a
Decommissioning Fund to ensure that facilities are
properly dismantled during Decommissioning.

The Right Holders must give preference to Lebanese
goods and services in awarding contracts in
connection  with  facility’s  construction or
procurement of goods and services related to
Petroleum Activities when the terms submitted by
Lebanese companies are equal to the terms of their
competitors, and the cost of such services shall
not exceed one hundred and ten per cent
(110%) of the lowest acceptable cost of
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equivalent or similar services offered by or
otherwise available from foreign individuals or
Entities that are not majority-owned or
controlled by Lebanese national, and the goods
price shall 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.

The Right Holders and their contractors and
subcontractors shall hire qualified Lebanese
nationals as of the beginning of the Exploration
Phase, and not less than eighty per cent (80%)
of the aggregate number of employees of the
Right Holders (including the Operator) shall be
Lebanese nationals, with an exemption when the
80% is not reachable.
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Art. 7 Exploration Phase and Exploration
Period

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
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deemed to be made) with respect to the
approval of the Exploration Plan for the
initial Exploration Period, pursuant to
Article 7.7 of this EPA,

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

The first exploration period shall consist of
three (3) years and this first exploration
period may consist of four (4) years if the
Minister, based on the recommendation of
the Petroleum Administration, approves the
extension of the twelve (12) months period
specified in this Article for the obligation of
the Right Holders to drill an Exploration Well
in the first Exploration period for a similar
period upon an application submitted by the
Right Holders.

The second Exploration period consists of
two (2) years which may be extended with
the approval of the Minister as provided in
Article 7.2 of this EPA.

The first Exploration Period shall commence
on the date of commencement of the
Exploration Phase determined pursuant to
Article 7.1 of this EPA. During the first
Exploration Period and within a deadline
that shall not exceed twelve (12) months
from the date of approval of the Exploration
Plan by the Minister, Right Holders shall take
a decision to commit to drill or not to drill an
Exploration Well in the awarded Block
within the abovementioned twelve months’
deadline and shall notify their decision to
the Minister and the Petroleum
Administration before the expiry of such
deadline. Provisions related to such
deadline do not apply in case drilling an
Exploration Well during the first Exploration
Period is included in the Minimum Work
Commitment suggested under the Technical
Proposal submitted by the Right Holders or
the Initial Right Holders, upon submission of
the Licensing Round Application.
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In the event that the Minister of Energy and
Water and the Petroleum Administration
are not notified about any decision by the
Rights Holders regarding the drilling of the
Exploration Well within the period specified
in this Article, or within the period extended
by the Minister based on the
recommendation of the Petroleum
Administration as specified below, this shall
be deemed as a decision by the Rights
Holders not to commit to drill the well.

The Minister may, based on the
recommendation of the Petroleum
Administration, extend the twelve (12)
months period specified above to a similar
period and only once, if the Right Holders
submit a written request to the Minister
with a copy to the Petroleum Administration
sixty (60} days prior to the expiry of this
period requesting an extension. If the
Minister approves the request to extend this
period, the first Exploration Period shall
consist of four years. The Minister shall
decide on the extension request submitted
by the Right Holders within fifteen (15)
working days from the date of submission of
the application. In the event that the
Minister rejects the extension request, the
Right Holders shall have the right to decide
whether or not to drill an Exploration Well in
the awarded Block through the Exploration
and Production Agreement before the
expiry of the twelve (12) months period
specified above.

In the event that the Right Holders commit
to drill an Exploration Well during the first
Exploration Period as mentioned above, and
they notify the Minister and the Petroleum
Administration of their decision within the
legal deadline specified in this article,
subject to the possibility of extending it only
once as indicated above, Right Holders shali
sign with the Minister the document of
“Commitment to drill an Exploration Well
during the first Exploration Period” in the
form provided in Annex G of this EPA the
Right Holders shall submit the Work
Commitment Guarantee related to their
commitment to drill the Well during the first
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Exploration Period within the deadline
specified in Annex G of this EPA .

The Exploration Phase shall terminate in the
event that the Right Holders did not commit
to drill an Exploration Well within twelve
(12) months from the approval of the
Exploration Plan by the Minister, or within
the extended period as specified above, or
in the event that the Right Holders did not
sign the document of “Commitment to drill
an Exploration Well during the first
Exploration Period” as per the Form
provided in Annex G of this EPA. The
decision of the Right Holders of not
committing to drill the Well or not signing
the document of “Commitment to drill an
Exploration Well during the first Exploration
period” is deemed to be an Early
Termination of the Exploration and
Production Agreement as per the provisions
of this EPA and the provisions stipulated in
article 36.1 (a) of this EPA shall apply in this
case.

The second Exploration Period 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 Work
Commitment during the first Exploration
Period, including the commitment to drill
the Exploration Well and the completion of
drilling of this Well during the first
Exploration Period, other than by reason of
an Event of Force Majeure (and the
Exploration Phase shall terminate at the end
of the first Exploration Period). If at the end
of the two-year term of the second
Exploration Period the Right Holders have
completed the 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 but have not vyet received a
response, the Minister (based on the
recommendation of the  Petroleum
Administration) may approve an extension
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of the second Exploration Period of one (1)
year, upon request by the Right Holders
submitted at least sixty (60) days prior to the
end of the second Exploration Period.
Exploration Periods may be extended by
reason of an Event of Force Majeure
pursuant to Article 7.9 of this EPA. 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 of this EPA.

3. During the Exploration Phase, the Right
Holders may conduct Reconnaissance,
Exploration  and  Appraisal  Activities
pursuant to approved Exploration Plans.
Each Exploration Plan shall contain at a
minimum  the information required by
Article 31 of the decree no 10289/2013
(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 Plan shall also
constitute the approval of the relevant
drilling permit or permits.

4.The initial Exploration Plan shall be
submitted and notified 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. No later than sixty (60) days prior to the
expiration of the first Exploration Period,
and notwithstanding the provisions related
to the Commitment to drilt an Exploration
Well during the first Exploration Period
stipulated in article 7.2 of this EPA, the Right
Holders may submit an Exploration Plan for
the second Exploration Period to the
Minister with a copy to the Petroleum
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Administration. The Exploration Plan related
to the second Exploration Period shall
include the commitment of the Right
Holders to drill at least one Exploration Well
during the second Exploration Period and
this Well is deemed to be among the
Minimum Work Commitment Obligations
related to the second Exploration Period and
the Right Holders shall sign with the Minister
the document of “Commitment to drill an
Exploration Well during the second
Exploration Period” as per the Form
provided in Annex H of this EPA and the
Right Holders shall submit to the Minister
the Work Commitment Guarantee related
to the drilling of the Well that they
committed to drill during the second
Exploration Period. 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 current Exploration
Period (unless they are prevented from
doing so by reason of an Event of Force
Majeure), (i) the Right Holders sign the
Form related to the Commitment to drill an
Exploration Well during the second
Exploration Period as per the Form provided
in Annex H of this EPA (iii) such Exploration
Plan, at a minimum, provides for the
completion of the Minimum Work
Commitment (if any) for the Exploration
Period to which it applies, and (iii) such
Exploration Plan provides for the
relinquishment of a portion of the remaining
area in the Block as provided in Article 7.6
and delineates the portion of the Block to be
relinquished. Upon approval by the Minister
of such Exploration Plan, the rights of the
Right Holders to conduct Reconnaissance,
Exploration and Appraisal Activities shall be
maintained in the relevant Exploration
Period, and the Block shall be reduced by the
area that is relinquished as of the first day of
such Exploration Period.

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

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

7. The Petroleum Administration shall
review each Exploration Plan and provide
an opinion to the Minister as to whether to
approve or reject such Exploration Plan
within sixty (60) days from the date of
notification of the Petroleum
Administration of such Exploration Plan and
if the Petroleum Administration fails to
provide its opinion, the Exploration Plan
shall be deemed approved. If the Minister
does not take any explicit decision
concerning the request of approval of the
Exploration Plan within sixty {60) days from
the date of notification of the Minister of
such Exploration Plan, the Exploration Plan
shall be deemed approved. The Minister
issues a decision as to whether to approve
or reject such Exploration Plan but the
Exploration Plan shall not be explicitly or
implicitly approved unless (i) the relevant
conditions set forth in Articles 7.4 or 7.5 of
this EPA relating to the Minimum Work
Commitment are not met, (ii) the
Exploration Plan related to the second
Exploration Period does not include a
Commitment to drill at least one
Exploration Well as per article 7.5 of this
EPA (iii) the Right Holders did not sign the
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Form related to the Commitment to drill an
Exploration Well during the second
Exploration Period as per the Form provided
in Annex H of this EPA (iv) any required
Work Commitment Guarantee has not been
provided (v) the Exploration Plan does not
provide for the required relinquishment
pursuant to Article 7.6 of this EPA, (vi) the
activities contemplated in the Exploration
Plan are not in accordance with Best
International Petroleum Industry
Standards, (vii) such activities would, in the
reasonable opinion of the Petroleum
Administration, present an unacceptable
risk to health, safety or the environment, or
(viii) such activities would violate applicable
Lebanese law. Any decision to reject an
Exploration Plan shall be accompanied by a
written explanation of the reasons for such
rejection. In the event that any Exploration
Plan is not approved, the Right Holders may
submit an amended Exploration Plan
addressing the issues giving rise to its
rejection, and such Exploration Plan shall be
evaluated on the basis of the same
standards. Unless the Minister allows
otherwise, the Right Holders may only
submit one such amended Exploration Plan
in respect of each Exploration Period. Prior
to the rejection of any such amended
Exploration Plan by the Minister, the
Petroleum Administration shall notify the
Right Holders of the contemplated
rejection, and upon the request of the Right
Holders shall engage in good faith
discussions with the Right Holders for at
jeast thirty (30) days with regard to possible
further amendments to the Exploration
Plan. Pending the outcome of such
discussions, the Exploration Plan shall not
be deemed approved or rejected. If such
discussions result in agreed further
amendments, the Right Holders shall have
the right to submit an Exploration Plan with
such amendments in replacement of the
prior amended Exploration Plan
(notwithstanding the restriction that would
otherwise limit the Right Holders to one
amended Exploration Plan),
notwithstanding the provisions related to
the Commitment to drill at least one
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Exploration Well during the second
Exploration Period.

For the avoidance of doubt, the non

commitment of the Right Holders to drill an
Exploration Well during the second
Exploration Period automatically leads to
the Early Termination of the Exploration
and Production Agreement as per the
provisions of this EPA and the provisions
stipulated in article 36.1 (a) of this EPA shall
apply.

8. In the event that, at the end of the first
Exploration Period, the Right Holders do not
submit an Exploration Plan for the second
Exploration Period including at least, the
commitment to drill an Exploration Well
during 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 accordance with an Appraisal Plan,
and (i) Petroleum Activities conducted
within a Development and Production Area
in accordance with a Development and
Production Plan. In such event, the Right
Holders shall be deemed to have
relinquished the entire Block, except for any
Appraisal Area or Development and
Production Area that has been approved,
and any proposed Appraisal Area or
proposed Development and Production
Area that is the subject of an Appraisal Plan
or Development and Production Plan that is
under review for possible approval.

9. In the event that Reconnaissance,
Exploration or  Appraisal Activities
contemplated in an Exploration Plan are
substantially interrupted due to an Event of
Force Majeure, the relevant Exploration
Period (and the period for completion of the
relevant Minimum Work Commitment) shall
be extended by the number of days of the
interruption notwithstanding the provisions
related to the Commitment to drill an
Exploration Well during the first Exploration
Period stipulated in article 7.2 of this EPA
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and the provisions related to the
Commitment to drill an Exploration Well
during the second Exploration Period
stipulated in article 7.5 of this EPA .
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. At the end of the Exploration Phase, the
Right Holders may apply to the Minister,
with a copy to the Petroleum
Administration, for an extension of the
Exploration Phase pursuant to Article 21 of
the Law no 132/2010 (OPR Law). Such an
application must be submitted within the
time period contemplated in Article 33 of
the Decree no 10289/2013 (PAR). The
application shall provide the following
information:

a) the reasons the Right Holders are seeking
an extension (which must be valid
operational reasons or an Event of Force
Majeure, as provided in 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 the
period of the extension (or a statement
to the effect that the purpose of the
extension is to pursue activities under an
approved Appraisal Plan, or to prepare a
Development and Production Plan for
approval).
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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 based on the
proposal of the Minister.

11. For the avoidance of doubt, the duration
of the Exploration Period(s) and the
Exploration Phase shall not be affected by
the submission or approval of an Appraisal
Plan or a Development and Production Plan.
The Right Holders may continue to conduct
Exploration, Reconnaissance and Appraisal
Activities in all parts of the Block for the
remaining duration of the Exploration
Phase, and inside of a Development and
Production Area for the remaining duration
of the Exploration Phase and the Production
Phase. If an additional Discovery is made,
the Right Holders shall follow the
procedures contemplated by this EPA in
respect of such additional Discovery.
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Art 20 Recruitment and training and
institutional support

1. The Right Holders shall develop and
carry out an effective recruitment and
training program for Lebanese personnel
in accordance with this EPA, the law no
132/2010 (OPR Law) and decree no
10289/2013  (PAR), including such
additional requirements as may be
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specified by the Petroleum Administration
pursuant to Article 164 of the decree no
10289/2013 (PAR). A proposal for a
detailed recruitment and training program
shall be submitted to the Petroleum
Administration for approval no later than
six (6) months after the Effective Date of
this EPA. An updated program for
recruitment and training shall be
submitted annually to the Petroleum
Administration by 31 December each year.
As of the beginning of the Exploration
Phase, not less than eighty per cent {80%)
of the aggregate number of employees of
the Right Holders (including the Operator)
shall be Lebanese nationals. Prior to the
beginning of the Exploration Phase, the
Right Holders and their contractors and
subcontractors according to article 67 of
the Law no 132/2010 (OPR Law) shall
achieve this eighty per cent (80%)
threshold as soon as possible, to the
extent that they are able to recruit a
sufficient number of Lebanese nationals
with the requisite qualifications, and the
Right Holders and their contractors and
subcontractors shall in any event
maximize the proportion of Lebanese
nationals employed by them, subject to
their obligation to conduct Petroleum
Activities in accordance with Best
International Petroleum industry
Standards. 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 [ess 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
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Minister may, based on the opinion of the jUsiily (J, yil glkd s laf A L:_gi_) A alsay
Petroleum  Administration and  after s, ofa Y elie Yl cdla o @1 pain
consultini with the concerned ministries, 1ga8laed (Al Cy N ) glaall O sliall g 5 g8aly
grant such a temporary exemption to the AL T
Right Holders and their contractors and Al Ba |gils, 8 ool pene
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.
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achieve the obligation to reach the

aforementioned percentage of Lebanese

nationals, as well as a request for

temporary  exemption from  this

obligation.
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include a plan for the hiring and training of bes ‘Uj‘ﬂm Ms Lf"lf\’;j,j ﬁl’ﬁ“\b U_h%”
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hiring and training of management, ABEY o2 e Y45 Balall
engineering and other professional staff,
consistent with the recruitment and
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training program prepared pursuant to
Article 20.1 of this EPA.

3.The Right Holders shall pay costs related
to the support of public sector institutions
and the training of public sector personnel
with functions relating to the oil and gas
sector identified by the Petroleum
Administration in addition to those
nominated by the concerned ministries
and notified to the Petroleum
Administration (including awarding public
sector personnel research grants), in an
amount up to $/300,000/ per year
(increased by 5% each year) until the
beginning of the Production Phase, and
thereafter $/500,000/ per year (increased
by 5% each year). Eighty percent (80%) of
the due amount shall be dedicated to the
institutional support and shall be
deposited in the Petroleum
Administration’s account (Public treasury)
at the Central Bank at the beginning of the
financial year (Recoverable Costs in
accordance with Article 20.5 of this EPA).
The Right Holders shall, upon request by
the Petroleum Administration, assist the
petroleum Administration in arranging
third party training opportunities for such
public sector personnel, to be paid for by
the Right Holders pursuant to the
preceding sentence. The Right Holders
shall pay all such costs directly to the
provider of the training {or to the recipient
of the research grant) when due and shall,
promptly upon request from the
Petroleum Administration, provide
satisfactory evidence of payment of such
costs in order to enable the Petroleum
Administration to monitor and verify the
Right Holders’ expenditure under this
Article.

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

5. The cost incurred by the Right
Holder for recruitment and training of
Lebanese personnel and the annual
contribution for the support of public
sector institutions and training and
participation of public sector personnel as
provided in this Article shall be
Recoverable Costs for the purpose of the
Accounting and Financial Procedure that
constitutes Annex D of this EPA.
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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
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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
jower threshold as the Right Holders may
agree in the Joint Operating Agreement),
The Right Holders shall ensure that
preferential treatment is given to
Lebanese goods and services that are
competitive with regard to quality,
availability, price and performance, in
accordance with Article 67 of the law no
132/2010 (OPR Law) and Article 157 ofthe
decree no 10289/2013 (PAR). Without
limiting the foregoing, the Right Holders
shall procure that:

a) in selecting Contractors for the
provision of services in relation to
petroleum Activities, the Operator shall
select, when possible, individuals who are
Lebanese or Entities which are majority~
owned or controlled by Lebanese
nationals and that provide such services
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

(i) the other terms and conditions
applicable to such services are otherwise
competitive with those available from
foreign individuals or Entities that are
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criteria) with the fitness of the goods;

(iijthe goods price does not exceed one (b Aed g Ao C:JL»AJM um Solamy Y U\(Y)
hundred and five per cent (105%) of the ey dyﬂ» go Ls_m (/\ .0) ALl
lowest acceptable al! mclus.Ne cost el 158 5 J‘L&Jﬂuﬁw L_,mm S

offered by or otherwise available for v j‘ ul—tﬂ whiie O Y A«.:LM ‘m\’w
equivalent or similar goods that do not oS Y 3 Sl o iS5 J‘ s

originate from Lebanon, are not i< o aet . -
. - slae Lgiy &I o GRS - bica
manufactured or constructed in Lebanon  “* - A

or are not supplied by Entities that are (Ol e a8y Y gl il palasl
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Lebanese nationals; and
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Right Holders and the Operator shall uj!j\.ull oty OF Jaiall 5 (3 58all Galanial Cyaniay
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Subcontractors, including priority rules
meeting the requirements set forth in this
Article.
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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 (i) which provides for
a total amount of Recoverable Costs to be
incurred under such agreement (or any
group of related agreements) in excess of
US$10 million in any calendar year, or
US$20 million overall, must be approved
in advance by the Minister upon the
recommendation of the Petroleum
Administration.

Any request for approvals shall include the
amount of the relevant agreement or
group of related agreements, the name of
the relevant Contractor and either a copy
of the agreement(s) or a description of
the material terms thereof in reasonable
detail. Inthe 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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Art. 36 Early Termination and Forced
Assignment

1.Early Termination

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

() In the event that (a) the Right
Holders did not commit to drill an
Exploration Well during the first
Exploration Period within a period nét
exceeding twelve (12) months from the
date of approval of the Exploration Plan
by the Minister or within its similar period
in case the Minister approves its extension
based on the recommendation of the
Petroleum Administration provided for in
Article 7.2 of this EPA and in this case the
Minister shall notify the Right Holders (an
“EPA Termination Notice”) and the 90
days’ deadline stipulated in this EPA shall
not apply , (b) the Right Holders did not
sign the document related to the
Commitment to drill an Exploration Well
as per Annex G of this EPA, (c) the Right
Holders did not submit the Minimum
Work Commitment Guarantee related to
drilling the Exploration Well within the
deadline stipulated in Annex G of this EPA
(d) the Right Holders did not commit to
drill an Exploration Well during the
second Exploration Period as per the
provisions of article 7.5 of this EPA (e) the
Right Holders did not sign the document
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related to the Commitment to drill an
Exploration Well as per Annex H of this
EPA (f) the Right Holders did not submit
the Minimum Work Commitment
Guarantee related 1o drilling the
Exploration Well pertaining to the second
Exploration Period.

(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;

(i) 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;

(iv) 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 Fvent of Force Majeure; or

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

b) Ifthe Right Holders have remedied the
Termination Fvent within the 90 days’
notice period, without applying such
provision on the case of Early Termination
when the Right Helders did not commit 1o
drill an Exploration Well during the first
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Exploration Period within a period not
exceeding twelve (12) months from the
date of approval of the Exploration Plan
by the Minister or within its similar period
in case the Minister approves its extension
based on the A recommendation of the
Petroleum Administration provided for in
Article 7.2 of this EPA as stipulated in
paragraph 1 (a) of this article, 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.

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

d) No compensation shall be paid to the
Right Holders in connection with any
termination pursuant to this Article,
except that upon any termination
resulting from a Termination Event 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
termination, and (ii) 80% of the fair market
value of the Participating Interests of the
Right Holders as of the date of termination
(such fair market value being equal to the
amount that a willing buyer would pay to
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a willing seller of such Participating
Interests, free of all Encumbrances, for
cash consideration in U.S. dollars and on
arm’s length terms, determined on a going
concern basis and assuming that the Event
of Force Majeure ends as of the date of
termination).

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

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