OLR3 EPA - Annex A 2024

Annex A (1) (3ala

Description of the EPA Block A B Aad ) Cina g

Page1of1



OLR3 EPA — Annex B - 2024

Annex B (<) (3ala

Map of the EPA Block 48U dad ) dday A

Page1of1



OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

Annex C
Heads of Joint Operating Agreement

Contents

Art. 1 Scope 1
Art. 2 Participating Interest 2
Art. 3 Operator 2
Art. 4 Management Committee 2
Art. 5 Costs and Expenses 3
Art. 6 Exclusive Petroleum Operations 4
Art. 7 Default 5
Art. 8 Withdrawal 5
Art. 9 State Participation 5
Art. 10  Assignment 6
Art. 11  Relation of the Right Holders 7
Art. 12 Dispute Resolution 7
Art. 13 Effective Date and Term 7
Art. 14  Joint Operating Agreement (JOA) 7

This Annex C is attached to and made part of the
Exploration and Production Agreement entered
into between the State and [xxx], [yyy] and [zzz]
for Petroleum Activities in [name of Block] (the
“EPA”). Terms defined in the EPA shall have the
same meanings for the purpose of this Heads of
Agreement.

Art. 1. Scope

This Heads of Agreement provides the basic
principles that are of interest to the State and are
to be included in a Joint Operating Agreement
("JOA") to be executed among the Right Holders.

Until a definitive JOA is signed by the Right
Holders, the terms set forth in this Heads of Joint
Operating Agreement shall be binding and shall
form the basis for the conduct of Petroleum
Activities pursuant to the EPA.
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OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

Art. 2. Participating Interest

Subject to Article 15.7 of the EPA (relating to
Exclusive Petroleum Operations), each Right
Holder will have an undivided participating
interest in all operations specified under the JOA
which shall at all times be equal to such Right
Holder’s Participating Interest under Article 6 of
the EPA, and the Right Holders shall as a result
participate in proportion to their respective
Participating Interests in all costs, expenses and
liabilities incurred pursuant to the EPA or JOA.

In accordance with Article 34 of the EPA, a Right
Holder's Participating Interest shall not be less
than ten percent (10%), or if the Right Holder is
the Operator, its Participating Interest shall not
be less than thirty five percent (35%).

Art. 3. Operator

3.1. [...] has been appointed by the parties to
act as Operator and fulfill all obligations of the
Operator as set forth in the EPA and the JOA.

3.2. Any appointment of a new Operator,
including following the removal or replacement
of the Operator in the circumstances
contemplated in Article 15.8 of the EPA or
pursuant to a Forced Assignment, shall require
the approval of the Council of Ministers. Any
removal of the Operator by the Right Holders,
and any resignation by the Operator, may not be
effective until a replacement Operator satisfying
all the conditions for appointment has been
identified by the Right Holders and approved by
the Council of Ministers.

Art. 4. Management Committee

4.1. A Management Committee composed
of representatives of the Right Holders shall
be established in accordance with Article 16 of
the EPA and shall act for the entire duration of
the)OA to establish policies and make any other
decisions necessary or expedient for the
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OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

orderly supervision and direction of Petroleum
Activities.

4.2. The decision-making rules of the
Management Committee shall at all times be
reasonably designed in order to ensure the
continuity of Petroleum Activities and the
continuing fulfillment of the Right Holders’
obligations under the EPA and Lebanese law in
the event of deadlock.

4.3. Except as otherwise approved by the
Petroleum Administration, all meetings of the
Management Committee shall take place in
Lebanon.

Art. 5. Costs and Expenses

5.1. All costs and expenses of the Operator
for Petroleum Activities shall be borne by the
Right Holders participating in such Petroleum
Activities in proportion to their respective
Participating Interests, except in the case of
Exclusive Petroleum Operations. The Operator
shall neither realize profits nor suffer a loss as a
result of being the Operator in its conduct of
Petroleum Activities under the EPA and the JOA.

5.2. The Right Holders shall establish
procedures for cash calls that are sufficient to
allow the Operator to conduct Petroleum
Activities in accordance with the requirements of
the EPA, including without limitation the
programs and budgets contemplated in
approved Exploration Plans, Appraisal Plans,
Development and Production Plans and Work
Programs, and the requirements of the law no
132/2010 )OPR Law(, the decree no 10289/2013
JPAR( and the EPA regarding environmental
remediation and decommissioning.

5.3. The Operator shall keep records of
income, costs and expenses in Lebanon in
accordance with the requirements of Article 32
of the EPA and the Accounting and Financial
Procedure. Such records shall be sufficient to
allow accounts to be prepared in accordance
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OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

with International Financial Reporting Standards
and Generally Accepted Accounting Practices
used in the international petroleum industry,
and shall be subject to periodic inspection and
audit in accordance with the Accounting and
Financial Procedure (Annex D of the EPA.).

Art. 6. Exclusive Petroleum Operations

6.1. In the event that Right Holders decide to
carry on Exclusive Petroleum Operations, such
Operations shall be undertaken in strict
compliance with Article 15.7 of the EPA. Any
positive participation interest shall be sufficient
in order for a Right Holder to be deemed to have
an interest in Exclusive Petroleum Operations for
purposes of the requirement that three Right
Holders have such a participation interest.
Without prejudice to the foregoing, and for the
avoidance of doubt, nothing in this Heads of
Agreement, the JOA or the EPA shall preclude
one or more Right Holders from funding the
economic participation of another Right Holder
in relation to the conduct of Exclusive Petroleum
Operations.

6.2. In light of the joint and several liability of
the Right Holders for all Petroleum Activities
(including Exclusive Petroleum Operations), the
JOA may contain provisions for indemnification
of Right Holders by other Right Holders to reflect
their in any Exclusive
Petroleum Operations. The JOA may also
contain provisions allowing Right Holders with
no participation interest or a low participation
interest to acquire interests in Exclusive
Petroleum Operations on such terms as the Right
Holders may agree among themselves.

economic interests

Any change in the participation interests of the
Right Holders in respect of Exclusive Petroleum
Operations shall not affect the joint and several
liability of the Right Holders provided in the EPA.
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OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

Art. 7. Default

7.1. The JOA shall contain provisions to
ensure the continued funding of Petroleum
Activities in the event of the default by a Right
Holder to meet its cash call or other funding
obligations. Such provisions shall include, but
need not be limited to, a requirement that the
non-defaulting Right Holders
amounts that a defaulting Right Holder fails to
fund, subject to a reasonable notice period.

advance the

7.2. The JOA may contain
designed to minimize the likelihood of default,
including limitations on voting rights of a
defaulting Right Holder’s representatives in the
Management Committee,
distributions to a defaulting Right Holder,
requirements that a defaulting Right Holder pay
interest on advances by non-defaulting Right
Holders, and provisions allowing non-defaulting
Right Holders to force the assignment of the
Participating Interest of the defaulting Right
Holder (subject to Article 34 of the EPA).

provisions

limitations on

Art. 8. Withdrawal

The JOA may contain provisions permitting the
withdrawal of a Right Holder from its rights and
obligations under the EPA and the JOA.

Except as otherwise approved by the Petroleum
Administration, no such withdrawal shall be
permitted prior to the completion of the
Obligatory Work Commitment for the first
Exploration Period. In addition, no withdrawal
shall be permitted if it would result in there being
fewer than three Right Holders.

Art. 9. State Participation

In the event that the State or any Entity owned
by the State acquires a Participating Interest in
accordance with Article 36 of the EPA, the State
or such Entity shall become a party to the JOA,
and its rights and obligations shall be identical to
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OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

those of the other Right Holders (except to
reflect the difference respective
Participating Interests). The Right Holders shall
to the full extent permitted by law not have, and
to the extent necessary shall agree to waive, any
right, arising as a matter of law or otherwise, to
recover any contribution or other amounts from
the State or any Entity owned by the State in its
capacity as a Right Holder that result from the
joint and several nature of the liability of the
Right Holders pursuant to the EPA, 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 State’s or such Entity’s
Participating Interest.

in their

Art. 10. Assignment

10.1. Any Assignment made by a Right Holder
pursuant to Article 34 of the EPA, or in
connection with a Forced Assignment pursuant
to Article 36 of the EPA, will automatically give
rise to an Assignment of the Right Holder’s
interest under the JOA. A new Right Holder
taking the Assignment shall, for the sake of good
order, sign an accession agreement relating to
the JOA, but pending the signature of such
accession agreement, the new Right Holder shall
be deemed to be bound by, and shall have the
benefits of, the JOA. In case of an Assignment to
an existing Right Holder, the rights and
obligations of such Right Holder shall
automatically be deemed modified to reflect its
new Participating Interest, without the need for
the signature of any agreement.

10.2. The Right Holders may agree among
themselves on additional terms relating to
Assignments (including limitations on
Assignments, pre-emptive rights and similar
provisions), so long as such terms are consistent
with the requirements of the EPA, including in
particular Article 34 of the EPA.
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OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

Art. 11. Relation of the Right Holders

The JOA may provide that it is not the intention
of the Right Holders to create, nor shall the JOA
be deemed or create, a
partnership, association or trust among the Right
Holders, or as authorizing any Right Holder to act
as an agent, servant or employee for any other
Right Holder for any purpose whatsoever except
as explicitly set forth in the JOA. Such provisions
shall not affect the joint and several liability of
the Right Holders provided for in the law no
132/2010) OPR Law (, the decree no 10289/2013
(PAR ( and the EPA.

construed to

Art. 12. Dispute Resolution

Any dispute, controversy or claim arising out of
or in relation to or in connection with the JOA or
the operations carried out thereunder, including
without limitation any dispute as to the validity,
interpretation, enforceability or breach of the
JOA, shall be settled by arbitration or other
proceedings as agreed by the Right Holders.
Costs relating to the settlement of any disputes
among the Right Holders shall not be
Recoverable Costs under the EPA.

Art. 13. Effective Date and Term

This Heads of Agreement shall come into force
on the Effective Date and shall continue in effect
until the definitive JOA is signed and approved by
the Minister, at which time this Heads of
Agreement shall be replaced and superseded by
the definitive JOA.

Art. 14. Joint Operating Agreement (JOA)

14.1. Within ninety (90) days from the
Effective Date, the Right Holders shall submit to
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OLR3 EPA - Annex C- 2024
Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022

the Minister for approval a definitive JOA, which
shall embody the principles stipulated in this
Heads of Agreement, and which may include
such other provisions as customarily used in
accordance with Best International Petroleum
Industry Standards. Upon approval by the
Minister, the JOA shall come into effect. The JOA
shall continue in effect as long as the EPA is in
effect. Pending the signature of a definitive JOA,
the terms of this Heads of JOA shall be binding
upon the Right Holders.

14.2. The terms of the JOA shall not conflict
with the provisions of the EPA and the provisions
of applicable Lebanese law.
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)
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This Annex is attached to and made part of the
Exploration and Production Agreement dated [
weeunery 20...] concluded between the Republic of
Lebanon and [XXX], [YYY] and [ZZZ].

1. General Provisions

1.1. Purpose

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

1.2. Definitions

(a) In addition to definitions stipulated in this
Accounting and 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.

Financial

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

"Accrual Basis" that basis of

accounting under which costs and benefits

means

are regarded as applicable to the period in
which the right to the benefit arises or
revenues are earned, and the liability for the
costisincurred, regardless of when invoiced,
paid, or received. Cost and expenses shall be
deemed to have been incurred:
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

(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 period when the services

are performed.

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

“Calendar month" means any of the twelve

(12) months of the Calendar year.

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

“Excess Corporate Income Tax” means, for

any calendar year, the excess (if any) of the

amount of Lebanese corporate income tax

actually accrued in respect of such year with
respect to net income earned by the Right
Holders from Petroleum Activities, above
the amount of Lebanese corporate income

tax that would have accrued in respect of

such calendar year on net 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. If any
Right Holder conducts any trade or business
unrelated to Petroleum Activities that is
subject to corporate income tax in Lebanon,
such other trade or business shall be
disregarded for purposes of determining the
Excess Corporate Income Tax.

“Joint Account” means the account or set of

accounts maintained by the Operator to
record Recoverable Costs and
amounts to be debited and credited thereto
in accordance with this Accounting and
Financial Procedure.

other
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

13.

(a)

(b)

1.4. Accounting

(a)

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

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

References to Laws and Accounting
Principles

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

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

time.

such

records and statements
submitted by the Right Holders

Within sixty (60) days of the Effective Date,
the Operator shall 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 recognised accounting
principles the international
Petroleum industry. Within sixty (60) days
of receiving the above submission the
shall
approve the proposal or require revisions to

and
used in

Petroleum Administration either
the proposal as it deems necessary or
appropriate in its sole discretion. Following
the approval and within one hundred and
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

(b

~

twenty days (120) of the Effective Date, the
Operator shall expeditiously prepare and
provide all Right Holders and the Petroleum
Administration with formal copies of the
comprehensive charts of accounts related
to the accounting, recording and reporting
functions for the Right Holders to
implement the charts of accounts, and in
the

to examine

order to allow Petroleum
Administration the Right
Holder's manuals and to review procedures

which are, and shall be, observed under the

EPA. Right Holders’ Final End-of-Year
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 behalf of the
Right Holders is required to make regular
statements the
Administration relating to the Petroleum
Activities performed pursuant to the EPA.
These statements shall as a minimum be as

to Petroleum

follows:
(i) Production Report (see Section 6.1 of
this Annex);
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

(c)

(d

~

(i)  Vvalue of Production and Royalty
Statement (see Section 6.2 of this
Annex);

Cost Recovery Statement (see Section

6.3 of this Annex);

(iii)

(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
behalf of the Right Holders shall provide to
the Administration
additional information and documents
relating to the Petroleum Activities as the
Petroleum Administration may require,
including any modifications to or additional
requirements concerning the contents of
the statements listed in this Section 1.4(b).

Petroleum such

All reports and statements shall be
prepared in accordance with the EPA,
applicable Lebanese law and, where there
are no relevant provisions in either of these,
in accordance with generally accepted and
recognised accounting principles used in the

international Petroleum industry.

Each Right Holder shall be responsible for
preparing its own accounting and tax
reports the  applicable
requirements of the Republic of Lebanon
and of all other countries to which the Right

to meet
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

(e)

(f)

(g)

1.5.

(a)

Holder may be subject.
the that the
reasonably available from the Joint Account
records, shall provide the Right Holders in a
timely manner with the
information to facilitate the discharge of
such responsibility.

The Operator, to

extent information s

necessary

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

in  connection and

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

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

Language and Units of Account

Accounts shall be maintained in United
States dollars, and may in addition be kept
in such other currency as may be required
under applicable Lebanese law.
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

(b)

(c)

1.6.

(a)

(b)

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

Currency exchange

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

Any realized or unrealized gains or losses
from exchange
Petroleum Activities shall be credited or
charged to the Joint Account, except as

currency related to

otherwise specified in this Accounting and
Financial Procedure. Any such exchange
gains or losses shall be separately identified
as such.
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Compiled EPA — Annex D — OLR2 - Rev 2 — 09-06-2022 (Decree 43/2017 & Decree 4918/2019 & Decree 9095/2022)

(c)

1.7.

(a)

(b)

(c)

(d)

1.8.

(a)

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

Payments between Parties; Default

interest rate

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 Petroleum 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
pursuant to the EPA or applicable Lebanese
law during any Calendar month shall, for
each day such sums are overdue during such
month, bear interest compounded on a
monthly basis at a rate equivalent to the
delay penalty paid on withholding tax,
according to the Lebanese Tax Procedures
Law.

State right to audits

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
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

(b)

(c)

associated with the Right Holder under
audit, in order to avoid any conflict of
interest) shall have the right at any time to
audit the Right Holder's accounts and
records maintained in connection with
Petroleum Activities or otherwise pursuant
to the EPA with respect to any Calendar
year. purposes of auditing, the
Petroleum Administration may examine and
verify at reasonable times all charges and
credits relating to the Petroleum Activities
such as books of account, accounting
entries, records, inventories,
payrolls, tenders, invoices and any other
documents, correspondence and records
necessary to audit and verify the charges
and credits. Furthermore the auditors shall
have the right in connection with such audit
to visit and inspect, subject to reasonable
notification, all sites, Facilities, warehouses
and offices of the Right Holders related to
the Petroleum Activities pursuant to the
EPA, including visiting personnel associated
with such Petroleum Activities.

For

Material

Without prejudice to the finality of matters
as described in Section 1.8 (a) above, all
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 EPA or applicable
Lebanese law (whichever is longer).

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 to
provide an audit certificate from an
internationally recognized firm of auditors
acceptable to the Petroleum Administration
certifying that all amounts paid or payable
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OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

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 noting any
exceptions (which shall be applied as an
adjustment as soon as practicable after
delivery of the audit certificate). Such audit
certificate shall be conclusive in the absence
of fraud, gross negligence or manifest error.
The Right Holder shall also require its
Affiliates to maintain documents relating to
Petroleum Activities conducted pursuant to
the EPA as if they were a Right Holder. In
addition, each Right Holder shall be
required to include in its contracts with
Contractors audit  certification
document maintenance provisions (with
respect to which the State shall be a third

Procedure, or

and

party beneficiary) which allow the
Petroleum Administration or its
representatives to request an audit

certificate from the Contractors and its
Subcontractors as to compliance of charges
with the terms of the relevant contract or
subcontract, as applicable.

(d) The Right Holder shall reply in writing on

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

(e) All agreed adjustments resulting from an

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

accounts and
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(f) If any dispute shall arise from the audit

adjustments, either party may refer any

dispute to arbitration pursuant to Article 38
of the EPA or, if the Parties so agree, to a
sole expert pursuant to Article 39 of the
EPA.

information obtained under

(g) Any

shall be kept confidential by the State in

accordance with Article 35 of the EPA or as

is required by Lebanese law.

(h) Audit costs shall be borne by the State.

(i) The Accounting and Financial Procedure is

without prejudice to the rights of the State

or any competent authority to audit
Petroleum Activities as and when, including
provided by

applicable time periods,
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

expenditures are made. All Exploration Costs

and Development Costs are considered Capital
Expenditures for purposes of the EPA, and all

Operating Costs are considered Operating

Expenditures for purposes of the EPA. All

expenditures relating to the Petroleum

Activities shall, subject to applicable Lebanese

law and the EPA, be classified, defined and
allocated as follows:

2.1. Exploration Costs

“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:

the
provision of this Section 1.8 which does not
relate directly to the Petroleum Activities
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Compiled EPA — Annex D — OLR2 - Rev 2 — 09-06-2022 (Decree 43/2017 & Decree 4918/2019 & Decree 9095/2022)

(a)

(b)

(c)

(d)

(e)

(f)

2.2,

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

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

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 Wells are not completed as
Production Wells.

Facilities used solely in support of
Exploration together with purchased

geological and geophysical information.

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

on a

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 Operator,
based on the opinion of the Petroleum
Administration, on a systematic basis and,
failing agreement, to be determined by a
sole expert in accordance with the EPA.

Development Costs

Ua e DA Cy gl Ul ) Al %l
e Lay 5 caliSinY)

Ao sl gaall Alia gaall (Al hd sl
Ll omadiy AU ) 2 sball
aley dalaidl Gl ) dsleayl
Sl aaall

g A all Cliad) & AdLY il s
LalisaLY) Gllee (e e S ol _)\_J
s Fadiinall el ) pall cdleball )
o dmaa e Caling) Cangy LY jaa
A B Al alSall alaial e g8 Caag
A HLYI o0 < YT e eila)
gl ol ey

Glogled) ) ALyl calasiuy)
BIAIal) Al b saad) g A ol )

(Ll Bxdae & L) cleaall s

ol e ol GLISLO daadd)
she sl Y o el Al g gilal saaa,
ety Gl 1 Jie e Jla 8
N On e G agie Gl
gl 5 o) A sl ) ) Taliiad Jadiall
Ay ey o il juall saasy Lo e

ZLY) 5 Calasiuy) 48l

b L) Ayl Al Cay jadl)
ey CLISLLOL daadall (sbal 4 jea
o= Al Al ¢ ) saany el e
Ba Jie e da G Sl oY)
e e oagie pubad o ol (i)
L gl Gl 5 Jadiadly sl oo
a oy &l Jia i syl glad 5 )
A ydal) judall saasn e (e el ¢ glany)

Z LY 5 CLESILY) A8 alSaY Tai

aghil) (i<t

Page 13 of 51

()

(<)

()

()

()

Y,Y



Compiled EPA — Annex D — OLR2 - Rev 2 — 09-06-2022 (Decree 43/2017 & Decree 4918/2019 & Decree 9095/2022)

“Development Costs” means all expenditures
incurred in Development activities (recorded

separately for each Development and
Production Area), including:
(a) Costs related to Appraisal Activities

(b)

(c)

(d)

(e)

(f)

conducted during the Development Phase.

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

from a Reservoir

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.

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.

Geological and geophysical information
acquired in connection with Development
operations.

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

Facilities,

units,
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(g) Engineering and design studies for Facilities.

(h) Service Costs allocated to Development
determined by
applicable Lebanese law or, in absence of

activities on a basis

such basis, as agreed to between the
Minister based on the opinion of the

Petroleum Administration and the Operator
failing

on a systematic basis and,
agreement, to be determined by a sole

expert in accordance with the EPA.

(i) General and Administrative Expenses
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.

2.3. Operating Costs

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

(a) Operating, and
repairing Wells for Production and all

servicing, maintaining

Facilities completed during Development

and Production.

(b) 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.
(c) The decommissioning
described in Section 2.6.

fund
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(d)

2.4.

(a)

(b)

(c)

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

Service Costs

“Service Costs” are direct and indirect
expenditures in support of the Petroleum
Activities, including for warehouses, offices,
camps, piers, marine vessels, vehicles,
motorised rolling equipment, aircraft, fire
and security stations, workshops, water and
sewage plants,
community and recreational facilities and
furniture, tools and equipment used in
these activities. in any
Calendar year shall include the total costs
incurred in such year to purchase and/or
construct said facilities as well as the annual
costs to maintain and operate the same. All
Service Costs shall be regularly allocated as
specified in Sections 2.1(e), 2.2(h) and 2.3 to
Exploration Costs, Development Costs and
Operating Costs, respectively

power plants, housing,

Service costs

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
Production and the approval of the Gas
Infrastructure and Marketing Plan (in the
case of a Natural Gas Discovery) by the
Council proposed
Development and Production Area, and if it

Development and

of Ministers for a

ao¥ls dsladl Gy badl aa
Call<il aadall je calaadll CallSs

o ohal) Callss of calasany)

Gladdl) (Al

8 pdlaall il o "elaadd) cagdlsst
¢ gyl 3adnd daclall 5 ikl e g
(il ccle s sivally ddlaidl Lo Lo
¢ Aall Sl dda Y1 ccladdll
2ol Olsall e el
c‘éjn}’\ ‘}S\‘)A “L\\JEUJ\ cQLSH
sl cliiia Jaall iy oYl
caallal) J.J)S e c‘f..aj\ &_17‘)...43\}
L yill 5 Lelaia¥) clind) (s
dandiaall Cilazal g ol o1 iy
o\l Jads of cangy s Adads¥) o34
£ e Apasii A gl A Al
o) i) Al ells a3 3l Calsil)
) AlaaYU 5 Sl calinal) el i/
St g il Aalaiall 4 gindl CaIsil)
allss s atadl aliial) sda
s nae s WS Ll SN Gleadl)
ISl Y, ¥ 5 (7)Y, Y5 (@)Y, kYl
CallSiy ekl CallKsy  calasiuy)

) Alaadl) ol JulS anadd iy
e gl (e Baiaall 3l JOIA 2SS o3
i s Ly 5 CLaSiLY) 48l M
ekl A Al e da) sl
A4 gust g lall Al Al ddas g 2 LY
di e (rmb Sl Qi) Js 9)
Deshill As e ddhaial o)l Galaa

(LIS A4lSS ALY

e el Oalae A8 g G (e J2
Al ddad g LYl gy shaill 1Y) Adadl)
Dpskill As e ddbid (anb Sl
Gospal e mual i s Lyl
il cleadll s anadl

Page 16 of 51

()

Y, ¢

()

(c)



OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

becomes necessary to allocate Service Costs
to or Dbetween Petroleum Activities
pursuant to different exploration and
production agreements, such allocation

shall be made on an equitable basis in

accordance with applicable Lebanese law

or, in absence of such basis, as agreed to
between the Minister, based on the opinion
of the Petroleum Administration, and the
Operator on a systematic basis and, failing
agreement, the allocation to be determined
by a sole expert in accordance with the EPA.

(d) The Right Holder shall furnish a description
of its allocation procedures determined as
set forth above pertaining to Service Costs,
along with each proposed Development and

Production Plan.

2.5. General and Administrative Expenses

(as amended by the Decree no.9095 dated

29/4/2022 ).

“General and Administrative Expenses” means:

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

between the Minister, based on the opinion of

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

(b)

(c)

General and Administrative Expenses for
services rendered inside and outside the
Republic of Lebanon by the Right Holders’
Affiliates for managing the Petroleum
Activities and for staff advice and assistance
including financial, legal, accounting and
employee relations services, but excluding
any remuneration for services charged
separately under section 4.1(e)(ii). These
General and Administrative Expenses shall
be limited to a maximum of one percent
(1%) of all Exploration Costs, Development
Costs, and Operating Costs for each year
(excluding, for the avoidance of doubt,
General and Administrative Expenses
otherwise included therein) and these
General and Administrative Expenses shall
be determined by a detailed study to be
submitted by the Operator to the Lebanese
Petroleum Administration for approval on a
yearly basis (within ninety (90) Calendar
days of the end of such Calendar year). The
limit of one precent may be reviewed and
adjusted by the Petroleum Administration
from time to time where appropriate, in
particular for the Development and
Production Costs, by mutual agreement in
writing between the Minister and the
Operator.

All General and Administrative Expenses
shall be regularly allocated as specified in
Sections 2.1(f), 2.2(i) and 2.3 to Exploration
Costs, Development Costs and Operating
Costs, respectively.

General and Administrative Expenses
incurred during the period commencing
with the Effective Date and ending with the
date of approval of the first plan for
Development and Production and the
approval of the Gas Infrastructure and

Glaaall g ylaYly daladl iy jlad)
Al 4y seanll z iy Jaly deaidll
Claaly dladijell @lS,al Jdé o
il dadY) s, dal e 3saal)
pildal Cilaclially ol HLAELY) anndi g
M,.u}a\ﬂ\ c:\,ﬂ\.d\ Slaaal) \.@.\5 L Jazll
Cpeddiall GliMe  ladd y dnadsll
lelusial oy cland Jilie jal o el
(Y) () £, 58l Caa say Jaaiia (<
L Gy ladl i G cany
amS (7)) Al asly e 4yl
GLESILY) S ¢ saan (e (aall
JSI Aplpall oSl gy phatl) ol
sliiuly ) uiadly) Baa e A
Al Ayl ddall Cay jadl)
(el )l sl 8 panads
daladl Cayjladll aaad Qi Of Cangg
Leady Allada dua) 50 Canx gan 028 4,12y
Jsal) g Usd 5 la) A ) g Jriial)
e e Lass Cpmad DR Lgale 4380 5all
8 e haill sale) Sy (e sl daul
8 aa) gl A 8 g il g Uad 5 1) A
die AL I iy e Lehaaty A
Gl Gl L8 Aals dalal
Jobiie S alisly @l 5 iyl skl

Jadall g sl om

Lalall Cay jladll e panadd g
@ e g LS (g0 S8y 4 Y
s Y, Y G)Y,Y5(5) ¥, Ayl
Call<i g okl el ccalasiny)

iy jladl S JWlS Ganadd g
5l 5 LS iy ) g oY) 5 Adlal
LS, Y\:\,ﬁm\ Al ey @JUQA'&M |
#1005l ulae 438 g0 oy U (Sn LY

Page 18 of 51

()

()



OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

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.

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

(d)

(e) 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.

(f)

2.6. Decommissioning Fund

(a) 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.
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(b)

(c)

(d)

(e)

(f)

For every Quarter, commencing from the
Quarter in which the first cost recoverable
payment is made into the Decommissioning
Fund, and for the remaining period in which
Petroleum is produced from the
Development and Production Area(s), Right
Holders shall charge as Operating Costs the
Quarterly amount to be paid to the
Decommissioning Fund in accordance with
the Law no 132/2010 (OPR Law), the Decree
no 10289/2013 (PAR) and the EPA.

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

reserve

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

recovery effect may

The amount to be paid to the
Decommissioning Fund for a Quarter shall
be charged to the lJoint Account as
Operating Costs.

The amount to be paid to the
Decommissioning Fund for a Quarter shall
be calculated on the basis of the estimated
cost for the implementation of an approved
plan (or, if there is not yet an approved
definitive plan, the preliminary plan
prepared pursuant to Article 18.3 of the
EPA) for cessation of Petroleum Activities
and decommissioning of Facilities, the

Production for such Quarter and the
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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 to 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 plan) for cessation of
Petroleum Activities and
decommissioning of Facilities, as
adjusted pursuant to the Law no
132/2010 (OPR Law), the Decree no
10289/2013 (PAR) and the EPA;

- QCPE is the total cumulative Petroleum
extracted from the time of the first
payment into the Decommissioning
Fund until the end of the relevant
Quarter;

- EPR is the estimated remaining
Petroleum reserves to be recovered
during 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
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- DSA is the cumulative amount of

moneys in the Decommissioning Fund
following the payment in respect of the
immediately preceding Quarter.

(g) The payment in respect of each Quarter

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

3. Charges to the Joint Account

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

Charges for services normally provided by the
Operator such as those contemplated which are
provided by a Right Holder’s Affiliate shall
reflect the actual cost to the Affiliate, on a no
gain no loss basis, without any element of profit
and with no allocation of fixed costs in the
determination of the relevant service fees, for
performing such services, except as otherwise
provided
Procedure.
The costs and expenditures shall be recorded as
required for the settlement of accounts
between the Right Holders hereto in connection
with the rights and obligations pursuant to the
EPA, and for purposes of complying 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 Effective Date
chargeable to the Joint Account include, but are
not limited to, the following:

in this Accounting and Financial

3.1. Direct Charges
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Cost related to:

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

(b) Labour as described in Section 4.1 (b).

(c) Offices, warehouses, and miscellaneous

infrastructure as described in Section 4.1
(c).

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

(e) Services as described in Section 4.1 (e).

(f) Material as described in Section 4.1 (f).

(g) Taxes and duties as described in Section 4.1

(8).

(h) Environmental costs as described in Section
4.1 (h).

(i) Insurance as described in Section 4.1 (i).

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

(k) Legal expenses as described in Section 4.1

(i)-

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

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

(n) Cessation and

described under Section 4.1 (n).

(o) Cost related to

products as described in Section 4.1 (o).

(p) Audit and inspection fee as described under

Section 4.1 (p).

decommissioning  as

recovery of ancillary
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(g) Other expenditures as described under

Section 4.1 (q).

3.2. Indirect Charges

The Operator shall charge the Joint Account

monthly for the cost of General and

Administrative Expenses of the Operator and its

Affiliates not otherwise provided in this
Accounting and Financial Procedure. General

and Administrative Expenses chargeable under

this Section 3.2 represent the cost of general
assistance and support services provided by the
Operator or its Affiliates as described in Section
2.5 (a) and the charges described in Section 2.5
(b). These costs are such that it is not practical

to identify or associate them with specific

projects, but are for services which provide the

Petroleum Activities with needed and necessary
resources which Right Holders require and that

provide a real benefit to Petroleum Activities.
The Operator shall provide to the Petroleum
Administration 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

such information

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

(as amended by the Decree no.9095 dated

29/4/2022 )

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 the Joint Account, to the
extent they are incurred in accordance with
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approved Exploration Plans, Appraisal Plans,
Development and Production Plans,

to Article 13 of the EPA (in
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:

(a) Surface Rights

All  direct costs attributable to the

acquisition, renewal or relinquishment of

surface rights necessary in connection with
the construction of onshore Facilities used
in Petroleum Activities.

(b) Labour and associated labour

including:

costs,

(i) The salaries, wages and related costs of

of Operator
from Affiliates

employees (including
secondees 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
Operator
(including secondees from Affiliates of

of employees of the
the Operator and other Right Holders)
temporarily or permanently assigned
outside the Republic of Lebanon
directly engaged in
Activities, and not otherwise covered
by Section 4.1 (e);

Petroleum

(iii)

Costs for salaries, wages and related
costs for employees working full time

on Petroleum Activities shall be fully
chargeable to the Joint Account. Costs

Work
Programs and budgets, or otherwise pursuant
respect of
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(iv)

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 basis as may
be determined by the Minister based
on the opinion of the Petroleum
Administration;

“Related costs” for purposes of the
foregoing include:

a) holiday, 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 wages
recoverable pursuant to the
foregoing paragraphs. In respect
of the severance, retirement, and

payments mentioned

above, the amount that shall be
cost recoverable shall be in
proportion of the total time the
employee was directly engaged

vacation,

salaries and

survival

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.

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 (as

the case may be) cost of salaries
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and wages chargeable under the
foregoing paragraphs;

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

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

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

(c) Offices

Cost of maintaining in Lebanon any offices
and sub-offices, warehouses, operating
bases and other infrastructure such as
furniture, fixtures and supplies necessary
for the operation of offices of the Operator
located in Lebanon directly serving the
Petroleum Activities. If such offices, sub-
offices, warehouses, operating bases and
other infrastructure serve activities in
addition to the
pursuant to the EPA, then costs shall be

Petroleum Activities

(ZJ\AS\ EWEN) &l cala
‘éj Q) LS M :\LM\
Al @) yaal)

G Gala o Jadal 4l (£
Adaally Aileiall (Al sy
s o opelill de gunsal
;u.;ﬁm‘g\) cb:\.odil.n.d\
Uoally  caclalll  cililaas
sale el ) Alilaall (5 jAY!
Gsiall  claal eadin
idasi yall S AN adiia
Glaall e lebaad cangy (Al
JERRA]
YAPYEON| oy jbas (2
Apad ) a5
Claaly Jadalleadid
G bae @l (A L (35l
O all Gpeadiall Jai5 jiu
& ol Lalall agdlile

IO

sy ‘; Leall s
Ol A A

Glasal e Alaly) Lad Jasdl e (9)
G jidall Clual) Jraai s ads (5 s8al
&) O (e 3l il J gina JS
Sl dal elmel e ) e
B e V7,7 sl lad g el
Clelaial ) pasd ZlaY) § CLISLLY)

B ylaYy) daal

S (z)

il cailSe b Llaay) AlS Jia
@ :\:\LMS ) 85 «Dled glua cd\:u:Js
SEY) Jie gAY daatl o
Clalea] 4 55 puall a5 slll 5 ol jagaill 5
s il 53 sall Jardiall e
Al il A il S5 aadiud
e [l CilSall 5 Sl oda cilS Jla
Gl Alesdll ael @l e siwal)
oAl dhdl s AV dgadl

Page 27 of 51



OLR3 EPA - Annex D - 2024
(Decree 4918 dated 31-05-2019 & Decree 9095 dated 29-04-2022)

(d)

(e)

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

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

necessary for

Charges for Services and use of Affiliate
equipment and facilities

(i) Third Party Contracts

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

other

(i)  Affiliates of Right Holders
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a)

Professional and Administrative
Services and Expenses
Cost of professional
administrative
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
conditions and no higher than
the prices charged
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.

and
services

similar terms and

for

Scientific or Technical
Personnel

Cost of scientific or technical
personnel services provided by
any Affiliate pursuant to a
service contract for the direct
benefit of the

Activities which cost shall be

Petroleum
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charged based on actual costs,
on a no gain no loss basis,
without element of profit.
Charges shall not exceed
charges of comparable services
currently provided by outside
technical service organization
of comparable qualification.
c) Equipment and facilities

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

(f) Materials

(i)

General

So far as is practicable and consistent
with applicable Lebanese law and Best
International  Petroleum  Industry
Standards, only such Material shall be
purchased or furnished by the Operator
on behalf of the Right Holders for use in
the Petroleum Activities as may be
required for use in the reasonably
foreseeable future and to the extent
that such purchase or supply are in
accordance with the EPA (including
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(ii)

without limitation Article 27 of the
EPA).

In case of defective Material or
equipment, any adjustment received by
the Operator from the suppliers or
manufacturers or their agents shall be
credited to the Joint Account under the
EPA.

Value of Material charged to the

accounts under the EPA

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

Material

to

normal arms-

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

(1)

(2)

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.

Used Material (conditions
"B" and "C") shall be valued
as follows:

(i) Material which is in
sound and serviceable
condition and is
suitable  for
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).

reuse

Material which cannot
be classified as
condition "B" but which
after reconditioning
will be further
serviceable for original
function good
second-hand Material

(ii)

as

condition "B", or which

is serviceable for

original function but
substantially not
suitable for

reconditioning, shall be
classified as condition
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(iii)

(iv)

(v)

"C" and priced at fifty
percent (50%) of the
current price of new
Material as defined in
(1) above (Condition A).
The
reconditioning shall be
charged to the
reconditioned Material
provided that the
condition "C" Material
value plus the cost of
reconditioning
not exceed the value of
condition "B" Material.

cost of

does

Material which cannot
be classified as
condition “B"
condition "C" shall be
priced at a
commensurate with its
use.

or

value

Material involving
erection costs shall be
charged at the

applicable percentage,
in accordance to its
condition, of the
current dismantled
price of new Material
as defined in (1) above
(Condition A).

When the wuse 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 resultin a

net charge to the
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(h)

(i)

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

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

(iii) 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.

Environmental costs by the Operator
incurred with respect to the Petroleum
Activities in order to comply with applicable

Lebanese law and Article 17 of the EPA.

Insurance and losses

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

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

(iii) Expenditures incurred in the settlement

of all losses, claims, damages,

judgements, and other expenses for the
account of Petroleum Activities shall be
recoverable.

Legal expenses

All costs and expenses of litigation and legal
or related services necessary or expedient
for the procuring, perfecting, retention and
protection of rights pursuant to the EPA ,
and in defending or prosecuting lawsuits
involving the EPA Block or any third party
claim arising out of Petroleum Activities
pursuant to the EPA, or sums paid in
respect of legal services necessary or
expedient for the protection of Petroleum
Rights pursuant to the EPA or joint interest
of the State and the Right Holders, are
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 Operator,
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. Cost and
expenses related to legal assistance for the
purpose of challenging (or responding to a

recoverable.
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(k)

(1

challenge of) cost Profit
Petroleum split or Royalty shall not be cost
recoverable. The preceding costs and
expenses shall not include costs of any
nature (including attorneys’ fees and the
fees of the ICC, arbitrators, the sole expert,
other experts, professionals and
translators) incurred in connection with any
consultation, arbitration or sole expert
process under Articles 37 to 39 (inclusive) of
the EPA.

recovery,

Training costs

All costs and expenses incurred by the
Operator in training of its employees
located in Lebanon and engaged in the
Petroleum Activities pursuant to the EPA
and such other training or institutional
support as required under the EPA
(including the contribution provided for in
Article 20.3 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).

(m) Communications

leasing,
and

Cost of acquiring, installing,
operating, repairing maintaining
communication systems including radio and
microware facilities between the Block and
the Operator’s nearest base facility.
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(n) Decommissioning fund
Payments into the Decommissioning Fund
and costs incurred for the preparation and
implementation of a
definitive plan for cessation of Petroleum
Activities and decommissioning of Facilities
according to applicable Lebanese law, the

Decree no 10289/2013 (PAR) and the EPA

(and subject to the limitations contained
therein) that are not

Fund.

(o) Costs related to
products

All costs borne by the Right Holders in

respect of the recovery of ancillary products
shall be recoverable costs pursuant to

Article 19.4 of the EPA.

(p) Any audit or inspection fees charged by the

State.
(q) Other expenditures

Any other legitimate expenditure, other
than expenditures which are covered by the

foregoing provisions of this section incurred

for the necessary and proper performance

of Petroleum Activities in accordance with

approved Work Programs and budgets

under the Agreement.

(r) Licensed Geophysical Data
Costs of 3D geophysical licensed data in an

awarded Block, licensed before or after the

date of the Block award.

4.2. Priority of Recoverable Costs

Costs
Lebanese law, the Decree no 10289/2013 (PAR)

and the EPA shall be recovered in the following

order of priority:

preliminary or

covered by
withdrawals from the Decommissioning

recovery of ancillary

recoverable pursuant to applicable
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(a) Operating Costs pursuant to Section 2.3;

(b) Exploration Costs pursuant to Section 2.1;

(c) Development Costs pursuant to Section 2.2;

4.3. Costs not recoverable under the EPA

(as amended by the Decree no.9095 dated

29/4/2022 )

The following costs shall not be cost recoverable

pursuant to the EPA:

(a) (a) Petroleum marketing costs (except as
otherwise contemplated in an approved
Gas Infrastructure and Marketing Plan) and
Transportation costs of Petroleum beyond
the Delivery Point(s) as set forth in an
approved Development and Production

Plan;

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

the EPA;

(c) Royalty;
(b)

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

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

(f) Costs and charges incurred before the
Effective Date. The provisions of Paragraph
(x) of Article 4.1 of this Accounting and
Financial Procedure shall remain applicable,

(g) Interest, or any charge or payment in the
nature of, in lieu of, or having the commercial

effect of interest related to the financing of

Petroleum Activities;

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

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

(j) Any taxes paid to authorities outside the
Republic of Lebanon;

(k) Any taxes subject to reimbursement or
refund;
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() Any other taxes that should be deemed
non-allowable costs;

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

(n) Commissions and arrangement fees paid to
intermediaries;

(c)

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

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

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

r) Costs incurred by the Operator under
contracts or amendments thereto that were
(i) subject to approval by the Minister, the
Petroleum Administration or the
Management Committee and were not so
approved, or (ii) required to be conducted
on the basis of a competitive tender 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 procurement of

goods and services;
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(s) Costs that are not documented in

accordance with applicable law, the EPA or

this Accounting and Financial Procedure;

(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) Area fee.

(w) Costs of seismic data licenses that were
awarded prior to the issuance of the
amending decree for decrees 43/2017 and
4918/2019.

4.4. Recoverability and Deductibility

The determination of whether the costs and
expenses set forth herein are Recoverable Costs
or not shall apply only to this EPA, and shall not

be interpreted to preclude the Right Holder
from deducting, or as providing the Right Holder

with the right to deduce, said amounts in
computing its net income from the Petroleum
Activities for Corporate Income Tax purposes
under applicable Lebanese law.

4.5. Credits under the EPA

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

(b)

(c)

(d)

(e)

(f)

(8)

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;

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, 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;

or

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

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 Joint Account
under Section 4.1(j)) 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
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related to Petroleum Activities conducted
pursuant to the EPA.

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

5. Records and Valuation of Assets

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

Petroleum

6. Statements and Reports

6.1. Production Report
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(a)

(b)

6.2.

(a)

Subsequent to the commencement of
Commercial Production from the Block, the
Operator, on behalf of the Right Holders,
shall submit daily, monthly and annual
reports on production (hereinafter referred
to as the “Production Report”) to the
Petroleum  Administration for each
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.

Value of Production

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 Production and Royalty
Statement”) covering the determination of
the value of Crude Oil and other Petroleum
(determined in accordance with the Law no
132/2010 (OPR Law), the Decree no
10289/2013 (PAR) and the EPA)
respectively, produced during each
Calendar month and the value of Royalty
payable (if taken in cash). This statement
shall contain the following information:

and Royalty

(i) The quantities and prices realised by the
Right Holder in each sale of Crude Oil
and other Petroleum respectively, other
than to Affiliates, made during the

Calendar month in question;

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

month in question;
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(b)

(iii) The quantity and location of stocks of
Crude OQil, and if applicable other
Petroleum, at the end of the preceding
Calendar month;

(iv) The quantity and location of stocks of
Crude OQil, and if applicable other
Petroleum, at the end of the Calendar
month in question;

The total Royalty liability for Crude Oil
and other Petroleum respectively, for
the Calendar month and the detailed
supporting calculation;

Published information available to the
Right Holder, when requested by the
Petroleum Administration, concerning
the prices of relevant qualities of Crude
Oil 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
Petroleum products.

(vi)

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

information:
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(b)

6.4.

(a)

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

(i) Recoverable Costs charged to the Joint
Account for the Quarter in question;

(iii) 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 Oil and
other Petroleum for the Quarter in
question;

(v) Credits for costs recovered for the
Quarter in question;

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

(vii) Recoverable Costs to be carried forward
into the next Quarter.

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

to

Statement of Expenditure and Receipts

The Operator, on behalf of the Right
Holders, shall prepare with respect to each
Quarter a statement of expenditures and
receipts under the EPA (hereinafter referred
to as the “Statement of Expenditure and
Receipts”). The Statement of Expenditure
and Receipts 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
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expenditures within these categories. The
statement shall show the following:

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

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

(iii) 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 Qil sold;

(vi) Price per barrel of oil equivalent of
Natural Gas sold.
(b) The Statement of Expenditure and Receipts
of each Quarter shall be submitted to the
Petroleum Administration no later than
thirty (30) Calendar days after the end of
such Quarter.

6.5. Profit Petroleum Sharing Statement

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

(i) The total amount of Profit Petroleum to
be shared between the State and the
Right Holder the Quarter in
question;

for

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

(ii)
for

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

Compiled EPA — Annex D — OLR2 - Rev 2 — 09-06-2022 (Decree 43/2017 & Decree 4918/2019 & Decree 9095/2022)
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(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
Royalty Statement, Cost
Statement and Statement of Expenditures and
Receipts, Profit Petroleum Sharing Statement,

and

but shall be based on actual quantities of

Petroleum produced, and cost and expenses
incurred.
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 the
Administration within ninety (90) Calendar days
of the end of such Calendar year.

Together with the end-of-year statement, the
Operator shall
Administration an audit report prepared by an
auditor of standing that is
authorized to practice in Lebanon, including an
attestation (audit opinion) that the information
in such end-of-year statement is in accordance
with the requirements of the EPA, including this
Accounting and Financial Procedure.

submitted to Petroleum

submit to the Petroleum

international

6.7. Budget Statement

(a) The Operator shall, on behalf of the Right

Holders and in accordance with Article 13.3
of the EPA, prepare an annual budget
statement (hereinafter referred to as the
“Budget Statement”). This shall distinguish

between Exploration Costs, Development

Recovery

Based upon this statement, any
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(b)

6.8.

(a)

Costs and Operating Costs and shall show
the following:

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

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

(iii) A schedule showing the most important
individual items of forecast Exploration
Costs and Development Costs for the
said budget year; and
Decommissioning Fund statement,
showing cumulative payments made
into the Decommissioning Fund and the
estimation of payments to be made the
following and
withdrawals from the Decommissioning
Fund, and withdrawals expected to be
made during the following year.

(iv)

year, cumulative

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

Local Procurement Statement

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

(i) An overview of the Right Holders
compliance with Article 20 of the EPA,
including the percentage of the Right
Holders and their Contractors and
Subcontractors’ total employees that
are Lebanese nationals;
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(ii) The amount of expenditure incurred by

the Right Holder directly or indirectly on
Lebanese originating goods/services;

(iii) The amount of recorded local purchases

(goods and services) represented as a
percentage of of the total expenditures;

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

(v) A comprehensive variation analysis
between the actual and budgeted local
purchases.

(b) The Local Procurement Statement shall be
submitted to the Petroleum Administration
not later than ninety (90) Calendar days
after the end of each year.

7. Llanguage and Revision of the Accounting

and Financial Procedure

This Accounting and Financial Procedure has
been made in Arabic and English. However, in
case of conflict the Arabic original shall prevail.
The provisions of this Accounting and Financial
Procedure may be amended only in accordance
with Article 33 of the EPA.

8. Conflict with the EPA

In the event of any conflict between the
provisions of this Accounting and Financial
Procedure and the EPA main document, the
provisions of the EPA main document shall
prevail.
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Annex E
Form of Parent Company Guarantee

[To be presented on the guarantor’s corporate
stationery]

The Ministry of Energy and Water of the Republic
of Lebanon

[Address]

[Date]

PARENT COMPANY GUARANTEE

1.

In consideration of the Exploration and
Production Agreement [dated [insert
date]] or [to be entered into] for [insert
Block numbers or EPA Block specification
as appropriate] (the “EPA”), to which
[insert name and company registration
number of the Signing Affiliate] (the
“Signing Affiliate”) is a Right Holder, we, a
[corporate form] organized under the
[jurisdiction] with registered
address at [address], being a Controlling
Affiliate of the Signing Affiliate, hereby
and
undertake to make available or cause to
be made available to the Signing Affiliate
such financial resources as may be
required to enable the Signing Affiliate to
perform and fulfil its obligations in
accordance with applicable Lebanese law
[if executed at the time of the submission
of the bid pursuant to Article [19.1] of the
Tender Protocol, add: (including, for the
avoidance of doubt, those arising from the
Tender Protocol published in connection
with the EPA)] and the terms of the EPA.

laws of

irrevocably unconditionally

Definitions set forth in the EPA, to which
this Parent Company Guarantee is an
annex and an integral part, shall apply to
this Parent Company Guarantee, unless
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otherwise defined herein or unless the
context otherwise requires.

This Parent Company Guarantee shall be
effective from the date hereof.

We hereby and
unconditionally guarantee and undertake
that, if any sums become due and payable
by the Signing Affiliate in respect of any
obligations owed to the State pursuant to
applicable Lebanese law and the EPA (the
“Guaranteed Obligations”) and the
Signing Affiliate does not pay those sums
payable by the Signing Affiliate, we shall
ourselves pay to the State within five (5)
days from the date of receipt of a request
for payment under this Parent Company
Guarantee an amount equal to all such
sums. We will make any payments under
this Parent Company Guarantee in full,
without any deductions or withholdings
whatsoever unless applicable law requires
a deduction or withholding to be made. If
a deduction is so required, we shall pay
such additional amount as will ensure that
the net amount the State or third party
receives equals the full amount which it
would have received had the deduction or
withholding not been required. For the
avoidance of doubt, any amount drawn
under the Minimum Work Commitment
Guarantee shall not be deemed to be an
amount unpaid by the Signing Affiliate for
purposes of this Company
Guarantee.

irrevocably

Parent

We agree that if any payments due from
the Signing Affiliate are not recoverable
from us as guarantor or surety for the
Signing  Affiliate any reason
whatsoever payments  shall
nevertheless be recoverable from us as
principal debtor and shall be payable by us
within five (5) days from the date of
receipt of a request for payment under
this Parent Company Guarantee in

for
those
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10.

accordance with the terms and conditions
of this Parent Company Guarantee.

Any amounts due and payable under this
Parent Company Guarantee shall carry
interest compounded on a monthly basis
equivalent to the delay penalty paid on
withholding tax according to the Lebanese
Tax Procedures Law, calculated from the
date payment is due by the Signing
Affiliate, up to and including the date of
payment.

The State may claim under this Parent
Company Guarantee after the Signing
Affiliate has defaulted in respect of the
Guaranteed  Obligations. For the
avoidance of doubt, the State may claim
under this Parent Company Guarantee
prior to taking any action to claim under
or enforce any other right, security or
guarantee which it may hold from time to
time against the Signing Affiliate, subject
to Article 8.4 of the EPA.

We have not received any security from
the Signing Affiliate for giving this Parent
Company Guarantee and we shall not take
any security for our liability under this
Parent Company Guarantee for so long as
any sums may become payable with
respect to the Guaranteed Obligations. If,
in contravention of that undertaking, we
take any security we shall hold the
security and all or any amounts realized by
us from it on trust for the State.

We also undertake not to dissolve or wind
up the Signing Affiliate, or take any other
course of action that would materially
prejudice the ability of the Signing Affiliate
to fulfil the Guaranteed Obligations.

We shall not take any steps to enforce any
subrogation rights we may have against
the Signing Affiliate or any co guarantor in
respect of any monies paid by us pursuant
to this Parent Company Guarantee unless
until  all of the

and Guaranteed
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11.

12.

13.

14.

Obligations have been performed and
discharged in full.

This Parent Company Guarantee is a
continuing guarantee and will remain in
force until the Guaranteed Obligations
have been discharged in full and shall
terminate once the statute of limitations
under Lebanese law has expired with
respect to the Guaranteed Obligations.
Our liability under this Parent Company
Guarantee will not be affected by:

a) any concession, time, indulgence or

release granted by the State to the
Signing Affiliate or any co-guarantor; or

b) the State’s failure to take, perfect or

hold unimpaired any security taken for
the liabilities of the Signing Affiliate,

which would, but for this paragraph,
operate to discharge or reduce that
liability. After termination of this Parent
Company Guarantee, the Minister shall, if
requested by us and on behalf of the
State, the
termination of this Parent Company
Guarantee.

acknowledge in writing

We shall not assign rights and obligations
under this Parent Company Guarantee
without the prior written consent of the
State.

This Parent Company Guarantee shall be
in addition to any other guarantee for
payment of any sums payable under the
EPA by the Signing Affiliate signed by us
that the State may hold.

This Parent Company Guarantee shall
remain in full force and effect even if we
or the Signing Affiliate have merged or
amalgamated with another company or if
we or the Signing Affiliate have changed
our constitutional documents. The Parent
Company Guarantee shall remain in full
force and effect notwithstanding any
amendment or extension to the EPA or
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any amendment to Lebanese law or
regulation.

15. Any demand or other communication to
us concerning this Parent Company
Guarantee may be sent to our registered
address as indicated above.

16. For the avoidance of doubt, this Parent
Company Guarantee shall be deemed a
“caution solidaire” and not a “garantie a
premiere demande” or a “caution
simple”.

17. This Parent Company Guarantee shall be
governed by and construed in accordance
with Lebanese law. We agree that the
arbitration provisions of the EPA shall
apply mutatis mutandis to any dispute
that arises in connection with this Parent
Company Guarantee. We irrevocably
agree only to bring proceedings according
to the arbitration provisions of the EPA.
We agree in connection with arbitration
proceedings that any writ, judgment or
other notice of process shall be
sufficiently and effectively served on us if
delivered to: [insert address for service
within Lebanon].

IN WITNESS WHEREOF, the Minister of Energy
and Water herein representing the Republic of
Lebanon and [insert name of parent company]
have signed this Parent Company Guarantee in
two (2) originals in each of the Arabic and English
languages, as of the date first herein above
stated.

Company Director
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for and on behalf of [insert name and
registration number of the parent company]
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Annex F
Form of Work Commitment Guarantee

[Date]

The Ministry of Energy and Water of the Republic
of Lebanon
[Address]

WORK COMMITMENT GUARANTEE

() Gale

Jead) Cilia s al i) AIS 73 gad

[l

Alialll & ) gganl) 3 olyall g A8UalI 5 ) 3
[0 si=dl]
Jaally ol 30y Allis

1. We understand that, on [insert date], the ‘[@Jm\ 25‘-*4\] C—Ut‘-‘ al Lle L] A
Republic of Lebanon and [insert company  au) ddLal] 5 dullll 4, ) geand) g
name], hereinafter referred to as the _, A TR DA B PN (I IR | ‘[;\5‘)‘;3\
“Company”, .entered into an Explor.ation G‘-“U GliSin) Al c"Z\S)&J\"
and Production Agreement for [insert i imd A A GaLal .
block number or EPA Block specification 3. _ 4_,_3‘)]“ ? J .4{ :] ué.j :
as appropriate] in Lebanon, (the “EPA”). LISiLY) Al 4 axd )l Glial 5e

@Gﬁ\") ool gﬁ [g__a.ul_‘m]\ D) Gtﬁ‘j\j
_("Ct’ﬁ‘j\) eLiSLy)

2. Definitions set forth in the EPA, shall apply 48L&l & Baaall iy el gkt Y
to this Work Commitment Guarantee, e\jﬁ‘j\ A e Gl_“d‘j\} LSy
unless otherwise stipulated or the context i1y _gdMa Sy ?j e o2 Jardl Cilias g
otherwise requires. Sl LA )&‘ . 0 5

3. We, the undersigned [insert the legal (&l au¥) d8Lzl] ol Gaadgall Y

name of the bank], hereinafter referred to
as the “Bank”, hereby unconditionally and
irrevocably on first demand guarantee in
favour of the State the punctual payment
by the Company of all sums owed to the
State by the Company in relation to the
Company’s failure to fulfil the Minimum
Work Commitment pursuant to the EPA,
in relation to the [....] Exploration Period,
up to a maximum of [........... ] United
States dollars (USS ...... ) (the “Guaranteed
Amount”). The Guaranteed Amount shall
be reduced by an amount equal to the
amount of Recoverable Costs set forth in
a certificate or certificates of Recoverable
Costs in the form attached as Schedule 1
to this Work Commitment Guarantee and
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delivered by the State to the Company (a
“Recoverable Costs Certificate”).

4, Any claim by the State under this Work
Commitment Guarantee will be honoured
within three banking days from the Bank’s
receipt of a drawing certificate in the form
attached as Schedule 2 to this Work
Commitment Guarantee and delivered by
the State to the Bank.

5. This Work Commitment Guarantee shall
become effective upon its signature and
shall terminate upon notice issued by the
Petroleum Administration stating that the
Minimum Work Commitment for the [...]
Exploration Period stipulated by the EPA
has been completed to the satisfaction of
the Petroleum Administration.

6. This Work Commitment Guarantee shall
be governed by and construed in
accordance with applicable
[Lebanese/English/New York] law without
regard to the conflict of law provisions
thereof. We, the undersigned, agree that
[the courts/the
England and Wales/any federal court or
state court in the Borough of Manhattan,
the City of New York, New York] shall have
non-exclusive jurisdiction to settle any
dispute or claim arising out of or in

Lebanese courts of

connection with this Work Commitment
Guarantee or its subject matter or
formation (including
disputes or claims).

non-contractual

The duly authorised representative of the Bank
has executed this Work Commitment Guarantee
on this the ...... day of .............

Very truly yours,
for and on behalf of

[the banks legal name]

GaleS o2 Jeadl il gy o 3iY1 AN
(MRS AL Callsal) Balg i) ) A8

Con gay A gall J (ge Adlne 40 ol 4ty 8
DU oda Jaall il gay ol ) AlUS
Gl (e @l g G yeaall Jae L1 43305
O Aadiall Canad) Balgl (ol 2 Uil
38l 3 saill (385 Capadll ) Al
GaleS o3a Jeadl Cllia sy o Y1 4GS,
Y oasy

o Jaall Clis sy ol 5V A muai 0
PRSP ER PR PIVES PPER Rk
w4y vy J g ) g Uad 5,)3) A Jd (e
Jandl Cilia 5o a2V 2all o) 33l 2
ade Lagaidl [LL..] GLESLLYI sl
e IS L) 5 LS 48 b
il glad 5 1) Al

o8 Jeadl Cilin gay ol 5V S aumds 7
A 508 0538/ 50NV Sl [ sial
(e A s W el oy 5 J srdall (5 Ll
Loy daliall (il sl 5 alSaly 220 () 0
O e 385 colial puadgall (nd S5
[Aa 5SS aSlaal) / 4alilll aSlaall] o 5y
dalaie A4V 5l aSlae 5 41l aSlaall
o Andlall [@) 550 dnte A Gl
Sl Las dldae i o) 3 gl call & juanl
sl oaa Jasdl s s ol AV AIES, 3l
Al 4 L) EEh o e s
DY) e da Al caldUadll o cule ) 3l
_(L..;_\.s.b.ﬂ\

AL G paall Jiiah (Y}».a\ a8l &
oo A a8) ]l psall 12a Zm b oda Jaally e\)"ﬂ‘)!\
A e

Page 2 of 5



OLR 3 EPA - Annex F - 2024
Decree 43/2017 & Decree 4918/2019

Schedule 1
Form of Certificate of Recoverable Costs

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

[Date]

[The Company] (the “Company”)

1. On [insert date], [insert the legal name of
the bank] provided a guarantee in favour
of the Republic of Lebanon in respect of
certain obligations of the Company (the
“Work Commitment Guarantee”).

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

3. The State hereby certifies that [....... ]
United State Dollars (USD [....]) of
Recoverable incurred by the
Company in fulfilment of the Minimum
Work during [insert
calendar year] may be applied to reduce
the Guarranteed Amount.

forth in
Guarantee

2. Definitions set

and

Costs

Commitment

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

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

Signed

The Republic of Lebanon

BY e e

-
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OLR 3 EPA - Annex F - 2024
Decree 43/2017 & Decree 4918/2019

Schedule 2 Y o) (il

Form of Drawing Certificate

G Balgd 73 gad

[To be presented on the stationary of the & slullgd8lall s ) )y cile e e L@-A;IJS.\S]
[Alulll 4y ) seanl)

Ministry of Energy and Water of the Republic of
(&)

Lebanon]
[Date]

[Insert the legal name of the bank] (the “Bank”)

1.

a)

b)

c)

On [insert date], [insert the legal name of
the bank] provided a guarantee in favour
of the Republic of Lebanon in respect of
certain obligations of the Company (the
“Work Commitment Guarantee”).

Definitions forth in the Work
Commitment  Guarantee and the
Exploration and Production Agreement
dated [insert date] between, inter alia, the
Company and the Republic of Lebanon
(the “EPA”), shall apply to this Certificate,
unless otherwise stipulated or the context
otherwise requires.

set

The State hereby certifies that:

the Minimum Work Commitment as
stipulated in the EPA for the [..]
Exploration Period has not been
discharged at the end of the [..]
Exploration Period;

the Guaranteed Amount as at the date
of this certificate less the Recoverable
Costs incurred by the Company in
fulfilment of the
Commitment (other than Recoverable
Costs by which the Guaranteed Amount
has previously been reduced pursuant to
any Recoverable Costs Certificate) is
[orierienne. ] United States dollars (USS ......

Minimum Work

the Company has been notified in
writing by the State in accordance with
Article 44 of the EPA (a copy of such
notice is attached) of the Company’s
non-compliance with the Minimum
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OLR 3 EPA - Annex F - 2024
Decree 43/2017 & Decree 4918/2019

Work Commitment and the details
thereof, and has been advised that the
State will make a drawing against the
Work Commitment Guarantee.

4, Payment of the amount specified in sub-
paragraph 3(b) of this certificate is to be
made by the Bank to the following
account: [to be communicated by the
Ministry in due course]

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

Signed
The Republic of Lebanon
BY: e
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OLR 3 EPA - Annex G - 2024
Decree 9095 dated 29-04-2024

Annex G

Form of Commitment to Drill an
Exploration Well during the First
Exploration Period

The Ministry of Energy and Water of the
Republic of Lebanon

[Address]

[Date]

1- The sentence “present document”,
whrever mentioned hereto, means the
document of Commitment by the Right
Holders to Drill an Exploration Well during
the First Exploration Period.

2- Pursuant to the provisions of article 7.2
of this EPA signed between the Right
Holders and the Lebanese State
represented by the Minister of Energy and
Water and pertaining to Block no...of the
Lebanese Offshore, The Right Holders
commit, by the present document
submitted and signed by them on the date
of.....to drill one Exploration Well in the
Block subject to this EPA (Block no...)
during the remaining period of the First
Exploration Period in Block no...specified
by article 7.1 of the EPA.

Starting the date of signature of the
present document by the Right Holders,
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OLR 3 EPA - Annex G - 2024
Decree 9095 dated 29-04-2024

the commitment to drill an Exploration
Well during the remaining period of the
First Exploration Period shall be deemed
as the Minimum Work Commitment that
shall be fulfilled and the EPA provisions
related to the completion of the Minimum
Work Commitment shall apply in this
regard, particularly the provisions of
articles 7, 8 and 9 of the EPA related to
Block....

3- The Right Holders, hereby undersigned,
present to the Minister of Energy and
Water the Indicative Amount of
(United States Dollars) related to the
completion of drilling of the Exploration
Well during the remaining period of the
First Exploration Period.

The Minister of Energy and Water in
collaboration  with  the Petroleum
Administration may discuss with the Right
Holders to determine the final amount
related to the completion of drilling of the
Exploration Well during the remaining
period of the first Exploration Period
within 10 (ten) business days from the
registration of the present document at
the bureau of the Ministry of Energy and
Water provided to transfer it to the
register of the Petroleum Administration.

The Minister of Energy and Water
approves the final indicative amount
pertaining to the completion of drilling of
an Exploration Well during the remaining
period of the First Exploration Period and
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OLR 3 EPA - Annex G - 2024
Decree 9095 dated 29-04-2024

the Minister signs with the Right Holders
the final version of the present document
upon the approval by the Minister of
Energy and Water, based on the opinion
of the Petroleum Administration, of the
final amount related to the completion of
drilling of the Exploration Well during the
remaining period of the First Exploration
Period, as determined in paragraph 4 of
this document.

4- The Right Holders have allocated, after
the approval of the Minister of Energy and
Water granted by his decision issued on
the date of ...,.an Amount of ...USD (
United States Dollars) to complete the
drilling of the Exploration Well during the
remaining period of the First Exploration
Period in Block no...

In the event that any part of the Minimum

Work Commitment for the first
Exploration Period described in the
present document has not been

performed by the end of the first
Exploration Period, the Right Holders shall
pay to the State the above mentioned
amount, less the amount of Recoverable
Costs incurred during the first Exploration
Period in fulfilment of the Minimum Work
Commitment.

5- Right Holders commit, within 15
(Fifteen) business days from the date of
signature of the final version of the
present document, to submit to the
Minister of Energy and Water the Work
Commitment Guarantee to drill an
Exploration Well during the remaining
period of the First Exploration Period as
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OLR 3 EPA - Annex G - 2024
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per Annex F of the EPA related to Block
no...

6- Upon signature and submission of the
present document to the Minister of
Energy and Water, Right Holders have
submitted to the Minister of Energy and
Water and to the Petroleum
Administration a document showing the
expected timeline to drill the Exploration
Well during the First Exploration Period
including the schedule of drilling the Well
and information about the nature of this
Well and the targeted geological
structures. The provisions of Decree no.
10289/2013 (PAR) related to drilling an
Exploration Well remain applicable.

7- In the event that the Right Holders fail
to complete the Minimum Work
Commitment related to drilling an
Exploration Well during the remaining
period of the First Exploration Period for a
reason other than the Event of Force
Majeure, the Exploration Period shall
terminate at the end of the First
Exploration Period.

8- The present document constitutes an
integral part of the EPA signed between
the Right Holders and the Lebanese State
represented by the Minister of Energy and
Water and pertaining to Block no....in the
Lebanese Offshore, and this document is
automatically deemed to be covered by
article 14 (Stamp Duty Fee) of the Law no.
57/2017 concerning the provisions of this
article related to the Stamp Duty Fee due
on each copy of the Exploration and
Production Agreements and the Stamp

s &V (Al attua) sy ad 5 gal
s &) Gssall Claal 238 oLl 5 Adkl)
Jooill gUad 3y A g slaall 5 48l
iy i) e gl i 31 50l 4 ) i Tains
Cranat Y] CalESinY) sae JIA Calasin
siad i3l Jsaadl jeasll Y QU Jas e
lgiee 5 il ol daphs oo loslaas i
e Ay Adgiual 4 gl pall Cladall
Aalaill) YOIY/V YA ) sl HlSA
dalaiall (45 id) AaiiVl dleial acl gl

(ki) daa gluse GLASIL) i s

Ol ge Geaall Claal ilas Js 4 1Y
ial sailall Jeall Gila gal 5081 asll ) 5
3 e Asiidl sadl DA Glasial
soaldl 58l e cuwal GV Calasaay)
Bl elglil Folhy LIS A ja A

s Galasiuy)

e am Y e e el arted) (<8 A
o Lo b dadpall Y15 CHlISELY Al
s Alice Al A gall g 3 gaal) Glaal
sLuall & e a8y dad Ll 3ailal) olall PO
sl Ysede GSa iiagy cdylilll 4 )a)l)
Ay O e (S adall as ) ) € Bala)
dalaiall 3alal) 028 alSafdgal @lla g Yoy V/0Y
GLaE e Adw JSU g shdall el
Atial) ) Pre ey ccl.u‘).[\} calaSauy)
Gsiall Glaal Bl 3 jma P JW

ALY A e o gid) an )



OLR 3 EPA - Annex G - 2024
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Duty Fee due on the present document is
deemed to be paid upon the payment of
the fee due on the EPA’s copy by the Right
Holders.

9- The provisions of the EPA and its
Annexes signed between the Right
Holders and the Lebanese State
represented by the Minister of Energy and
Water and pertaining to Block no....in the
Lebanese Offshore remain applicable.

Date of submission of the present
document by the Right Holders and their
signatures

The final version of the present document
has been signed after the determination
of the amount stipulated in paragraph 3
on the date of.....

Signature

Right Holders

Lebanese State represented by the
Minister of Energy and Water
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Annex H

Form of Commitment to drill an
Exploration Well during the

Second Exploration Period

The Ministry of Energy and Water of the
Republic of Lebanon

[Address]

[Date]

1- The sentence “present document”,
whrever mentioned hereto, means the
document of Commitment by the Right
Holders to Drill an Exploration Well during
the Second Exploration Period.

2- Pursuant to the provisions of article 7.5
of this EPA signed between the Right
Holders and the Lebanese State
represented by the Minister of Energy and
Water and pertaining to Block no...of the
Lebanese Offshore, The Right Holders
commit, by the present document signed
and submitted by them on the date of.....,
and in parallel with the submission of an
Exploration Plan pertaining to the Second
Exploration Period, to drill at least one
Exploration Well in the Block subject to
this EPA (Block no...) during the Second
Exploration Period specified as per article
7.1 of the EPA.

Starting the date of signature of the
present document by the Right Holders,
the commitment to drill an Exploration
Well during the Second Exploration Period
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shall be deemed as the Minimum Work
Commitment related to the Second
Exploration Period and all EPA provisions
related to the completion of the Minimum
Work Commitment shall apply in this
regard, particularly the provisions of
articles 7, 8 and 9 of the EPA.

3-The Right Holders have determined
among the Minimum Work Commitment
pertaining to the Second Exploration
Period to conduct the following
Exploration Activities and studies:

(To be also specified in the Exploration
Plan related to the Second Exploration
Period).

Starting the date of signature of the
present document by the Right Holders,
the commitment to conduct the
abovementioned Exploration Activities
and studies is deemed to be the Minimum
Work Commitment pertaining to the
Second Exploration Period and all EPA
provisions related to the completion of
the Minimum Work Commitment shall
apply in this regard, particularly the
provisions of articles 7, 8 and 9 of the EPA.

4- The Right Holders, hereby undersigned,
present to the Minister of Energy and
Water the Indicative Amount of ...USD
(United States Dollars) related to the
completion of drilling of the Exploration
Well during the Second Exploration Period
and to conduct Exploration Activities and
studies (in case they are determined in the
present document and in the Exploration
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Plan related to the Second Exploration
Period).

The Minister of Energy and Water in
colaboration  with  the  Petroleum
Administration may discuss with the Right
Holders to determine the final amount
related to the completion of drilling of the
Exploration Well and the completion of
Exploration Activities and studies (in case
they are determined in the present
document and in the Exploration Plan
related to the Second Exploration Period)
during the Second Exploration Period
within 10 (ten) business days from the
registration of the present document at
the bureau of the Ministry of Energy and
Water provided to transfer it to the
register of the Petroleum Administration.

The Minister of Energy and Water
approves the final indicative amount
related to the completion of drilling of the
Exploration Well during the Second
Exploration Period and the completion of
Exploration Activities and studies (in case
they are determined in the present
document and in the Exploration Plan
related to the Second Exploration Period),
such approval is granted by a decision
issued by the Minister and the Minister
sighs with the Right Holders the final
version of the present document, upon
approval of the Minister of Energy and
Water based on the opinion of the
Petroleum Administration of the final
amount related to the completion of
drilling of the Exploration Well during the
Second Exploration Period and the
completion of Exploration Activities and
studies (in case they are determined in the
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present document and in the Exploration
Plan related to the Second Exploration
Period) as determined in paragraph 5 of
the present document.

5- The Right Holders have allocated, after
the approval of the Minister of Energy and
Water granted by his decision issued on
the date of ...,.an Amount of ...USD
(United States Dollars) to complete the
drilling of the Exploration Well and to
conduct Exploration Activities and studies
during the Second Exploration Period in
Block no...

In the event that any part of the Minimum
Work Commitment for the Second
Exploration Period described in this
document has not been performed, the
Right Holders shall pay to the State the
abovementioned amount, less the
amount of Recoverable Costs incurred
during the Second Exploration Period in
fulfilment of the Minimum Work
Commitment.

6- Right Holders commit, within 15
(fifteen) business days from the date of
signature of the final version of the
present document, to submit to the
Minister of Energy and Water the Work
Commitment Guarantee to complete the
drilling of the Exploration Well during the
Second Exploration Period and to conduct
Exploration Activities and studies (in case
they are determined in the present
document and in the Exploration Plan
related to the Second Exploration Period)
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OLR3 EPA - Annex H - 2024
Decree 9095 dated 29-04-2022

as per Annex F of the EPA related to Block
no...

7- Upon signature and submission of the
present document to the Minister of
Energy and Water, Right Holders shall
submit to the Minister of Energy and
Water and to the  Petroleum
Administration a document showing the
expected timeline to drill the Exploration
Well during the Second Exploration Period
including the schedule of drilling the Well
and information about the nature of this
Well and the targeted geological
structures. The provisions of Decree no.
10289/2013 (PAR) related to drilling an
Exploration Well remain applicable.

8- The present document constitutes an
integral part of the EPA signed between
the Right Holders and the Lebanese State
represented by the Minister of Energy and
Water and pertaining to Block no....in the
Lebanese Offshore, and this document is
automatically deemed to be covered by
article 14 (Stamp Duty Fee) of the Law no.
57/2017 concerning the provisions of this
article related to the Stamp Duty Fee due
on each copy of the Exploration and
Production Agreements and the Stamp
Duty Fee due on the present document is
deemed to be paid upon the payment of
the fee due on the EPA’s copy by the Right
Holders.

9- The provisions of the EPA and its
Annexes signed between the Right
Holders and the Lebanese State
represented by the Minister of Energy and
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Water and pertaining to Block no....in the
Lebanese Offshore remain applicable.

Date of submission of the present
document by the Right Holders and their
signatures

The final version of the present document
has been signed after the determination
of the amount stipulated in paragraph 4
on the date of.....

Signature

Right Holders

Lebanese State represented by the
Minister of Energy and Water
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