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Agreement

Between

The Norwegian Agency for Development Cooperation

And
The Ministry of Foreign Affairs and Emigrants
of the Republic of Lebanon
regarding

Development Cooperation Concerning the Oil for
Development (OfD)

Program phase 2

WHEREAS Norway has been providing petroleum related development assistance to
Lebanon since 2006,

WHEREAS Lebanon in a letter dated 30.11.2011 has requested the support of Norway
to the project “Qil for Development Phase 2 in Lebanon” (the Program) as a
continued support under the Qil for Development (OfD) Program, and

WHEREAS Norway has decided to comply with the request,

NOW THEREFORE the Norwegian Agency for Development Cooperation (Norad)
and the Ministry of Foreign Affairs and Emigrants (MOFA) of the Republic of
Lebanon (Lebanon)), (together “the Parties”) have reached the following
understanding which shall constitute an Agreement between the Parties:

Article I Scope and objectives

1.This Agreement sets forth the terms and procedures for Norad’s support to the
Program as outlined in the Agreed Program Summary in Annex I and further
described in the Program Document “Program Document for the Oil for
Development (OfD) Program Phase 2 in Lebanon”, dated 11 July 2014.

2.The Goal of the Program is to ensure the sustainable management of petroleum
resources which safeguards the needs for present and future generations in Lebanon.

v e




3.The goal will be achieved through the following Program outcomes:

Outcome 1: Lebanon establishes a strategic and legal framework for managing the
petroleum sector

Outcome 2: The relevant Lebanese government entities carry out their assigned roles
and responsibilities in accordance with the strategic and legal framework in the
petroleum sector

Outcome 3: Accountability and transparency in the petroleum sector is strong

4.The Parties may agree on extending existing or including new Program elements
within the Program, as well as on re-allocating funds within the Program. Any such
agreement shall be in writing, e.g. recorded in the Agreed Minutes from the
consultations mentioned in Article VI

Article I Cooperation — Representation

. The Parties shall communicate and cooperate fully with the aim to ensure that
the Goal and Outcomes are successfully achieved. The Parties further agree 1o
cooperate on preventing corruption within and through the Program, and undertake
10 take rapid legal action to stop, investigate and prosecute in accordance with
applicable law any person suspected of misuse of resources or corruption. T} he
Parties shall immediately inform each other of any indication of corruption or misuse
of resources related to the Program.

2. In matters pertaining to the implementation of the Program, the MOFA
through the Lebanese Petroleum Administration (PA) (in view of its special
coordinating role) shall be competent to represent Lebanon. All communication to
Norad in regard to the Agreement shall be directed to the Section for Oil for
Development.

Article Il Contribution of Norad

1. Norad shall, subject to Parliamentary appropriations, make available to
Lebanon a financial grant not exceeding NOK 30 million (Norwegian kroner thirty
million) (the Grant) to be used exclusively to finance the Program in the planned
period 2015-2017.

2 The Grant will be used to cover the costs of the technical assistance from
Norwegian Directorates in accordance with the Institutional Cooperation Agreement
to be entered into by PA, ref. Article IV Clause 4 below.

3 Any accrued interests on the Grant may be used for the benefit of the Program
if agreed on by the Parties in writing.

Article IV Contributions and obligations of Lebanon

Lebanon shall through the PA as implementing agency be responsible for
implementing the Program, and shall hereunder:

1. Have the overall responsibility for the planning, implementation, reporting
and monitoring of the Program,

2, provide the financial and other resources required in addition to the Grant,




3 enter info the following contract:

Institutional Cooperation Agreement: “Agreement between Norwegian Petroleum
Directorate (NPD), Norwegian Environment Agency (NEA), Petroleum Safety
Authority (PSA) (hereafier jointly called “Norwegian Directorates”) and the
Lebanese Petroleum Administration (PA), with endorsement letters from the Lebanese
Ministry of Energy and Water, the Lebanese Ministry of Environment and the
Lebanese Ministry of Finance, regarding the “Oil for Development Program phase
2" (the Institutional Cooperation Agreement) regarding the implementation of the
Program. The Institutional Cooperation Agreement as well as any subsequent
amendments thereof shall be submitted to Norad for approval before entering into
Jorce.

4. ensure through the Institutional Cooperation Agreement that the Grant is used
according to approved work plans and budgets,

3 ensure through the Institutional Cooperation Agreement that Program funds,
which shall include any accrued interests, are properly accounted for, and that the
Grant is reflected in the plans, budgets and accounting of the Program,

6. promptly inform Norad of any circumstances that interfere or threaten to
interfere with the successful implementation of the Program,

7 ensure that all permits, import licenses and foreign exchange permissions that
may be required are granted,

8. ensure that representatives of Norway are permitted to visit any part of
Lebanon for purposes related to the Agreement and examine any relevant records,
goods and documents.

Article V' Disbursements

1. The Grant will be disbursed in arrears upon quarterly written requests from
Lebanon and will be transferred from Norad directly to the Norwegian Directorates
Jor costs incurred under the Institutional Cooperation Agreement between the PA and
the Norwegian Directorates. The requests shall be based on expenditures incurred
during the preceding period and be in accordance with approved work plans and
budgets.

2. The disbursements will be made against requests accompanied by:
Specified invoice(s) from the Norwegian Directorates (including enclosures to such
invoice(s)) certified by the respective focal point of the Norwegian Directorates

a written approval of the invoice(s) by the chief financial officer of PA

3. The Institutional Cooperation Agreement shall require that the Norwegian
Directorates confirm receipt of the funds in writing to Norad and Lebanon

4. All disbursements to other suppliers of goods or services shall be made by the
Norwegian Directorates.

Norad shall report payments made according to this clause to Lebanon.




Article VI Annual Meeting

1.Representatives of the Parties shall have an Annual Meeting within the first quarter
of each calendar year in order to:

a. Discuss the progress of the Program, including results and fulfillment of agreed
obligation;

b. Discuss and, if feasible, approve annual work plans and budgets for the following
year;

¢. Discuss issues of special concern for the implementation of the Program, such as
the major risk factors set out in the Agreed Program Summary in Annex 1, and how to
manage such risks/issues.

2. The documentation specified in Articles VII shall form the basis for the
consultations.

3 The Annual Meeting shall be called and chaired by Lebanon in consultation
with Norad. Each of the Parties may include others to participate as observers or as
advisors to their delegations.

4. Main issues discussed and points of view expressed as well as any decisions
shall be recorded in Agreed Minutes. The Agreed Minutes shall be drafted by
Lebanon and be submitted to Norad for comments no later than two weeks afier the
Annual Meeting.

Article VII Reports
1. Lebanon shall through the PA submit to Norad the reports and documentation

specified below. Norad shall respond within two weeks upon reception of the reports
and documentation.

2. A progress report for the previous calendar year shall be submitted annually
no later than four weeks prior to the Annual Meeting.

3. The progress reports shall include the following information:

A description of actual outputs compared to planned outputs (as defined in the work
plans),

a brief summary of the use of funds compared to budget,

an assessment of the efficiency of the Program (how efficiently resources/ inputs are
converted into outputs),

an explanation of major deviations from plans,

an assessment of problems and risks (internal or external to the Program) that may
affect the success of the Program,

an assessment of the need for adjustments to activity plans and/or inputs and outputs,
including actions for risk mitigation.

a brief assessment of achievements in relation to the three Outcomes.

4. A work plan for the coming calendar year shall be submitted annually no
later than four weeks prior to the Annual Meeting. The work plan shall specify
planned outputs and time schedules for the next calendar year.




5 The following annual financial statements and budget based on the invoices
Jfrom the Norwegian Directorates shall be submitted four weeks before the Annual
Meeting each year:

a. Financial statements for the Program consisting of:

a statement showing expenditures for the previous period structured as and compared
to approved budgets for such previous period as well as accumulated for the
Agreement period.

relevant notes to the above mentioned statements including a description of the
accounting policies used and any other explanatory material necessary for
transparent financial reporting of the Program.

b. Budget for the Program for the coming calendar year.

The financial statements and budget(s) shall give complete and detailed information
on the financing of the Program.

6. A final report shall be submitted within two months after the completion of the
Program. The final report shall include:

7. The topics listed in Clause 2 above for the whole Agreement period,

an assessment of the effectiveness of the Program, i.e. the extent to which the Goal
has been achieved,

an assessment of impact (if possible), i.e. the changes and effects positive or negative,
planned and unforeseen of the Program seen in relation to target groups and others
who are affected,

an assessment of sustainability of the Program, i.e. an assessment of the extent to
which the positive effects of the Program will still continue after the external
assistance has been concluded,

a summary of main “lessons learned”.

Article VIII Procurement

1. The Norwegian Directorates undertake to effect all procurements of goods
and services necessary for the implementation of the Program.

2 These procurements shall be performed in accordance with generally accepted
procurement principles, good procurement practices and the procurement regulations
of Norway.

3. The Norwegian Directorates shall observe the highest ethic standards during
the procurement and execution of contracts, and shall ensure in its national
legislation adequate and effective means to punish and prevent illegal or corrupt
practices.

4. No offer, gift, payment or benefit of any kind, which would or could, either
directly or indirectly, be construed as an illegal or corrupt practice, e.g. as an
inducement or reward for the award or execution of procurement contracts, shall be
accepted. Invitations to make offers as well as the procurement contracts shall,
respectively, include a clause stating that the offer will be rejected and/or the contract
cancelled in case any illegal or corrupt practices have taken place in connection with
the award or the execution of the contract.

3 All contracts shall be submitted to the PA for information before entering into
Jforce.




Article IX Audit

Norwegian Directorates will be audited by the Norwegian Auditor General in
accordance with regulations related to Norwegian Governmental audits.

Article X Reviews — Evaluation

1 An end review focusing on progress to date and the effectiveness of the
Program, i.e. the extent to which the Goal is being/has been achieved, shall be
carried out within 3 months afier the completion of the Program. An assessment of the
Program’s impact may also be included in the review.

2. The cost of the review shall be covered by Norad over and above the Grant.

3. Norad reserves the right to carry out independent reviews or evaluations of
the Program as and when Norad deems it necessary. The cost for such reviews will be
covered by funds over and above the Grant.

Article XI Reservations
s Norad reserves the right to withhold disbursements at any time in case e.g.:

The Program develops unfavorably in relation to the Goal and Outcomes,
substantial deviations from agreed plans or budgets occur,

resources 1o be allocated by Lebanon are not provided as agreed,

the documentation specified in Article VII has not been submitted as agreed,
the financial management of the Program has not been satisfactory,

the Institutional Cooperation Agreement referred to in Article IV, Clause 3 is
breached or terminated before all obligations therein are fulfilled.

2. Norad has the right to cancel the Agreement or portion of the Agreement, and

has the right to demand the cancellation of any contract financed under the
Agreement, with immediate effect if it determines that corrupt or fraudulent practices
were engaged in by representatives of Lebanon or by a beneficiary of Program funds
during procurement or execution of the contract without Lebanon having taken timely
and appropriate action satisfactory to Norad to remedy the situation.

3. Lebanon shall ensure in the Institutional Cooperation Agreement with the
Norwegian Directorates that Norad has the right to seek direct recourse against the
Norwegian Directorates. Norad shall have the right to reclaim all or parts of the
Grant directly from the Norwegian Directorates if Program funds are found not to
have been used in accordance with the Institutional Cooperation Agreement, this
Agreement or are found not to be satisfactorily accounted for.

4. Before Norad withholds disbursements, reclaims funds or cancels the
Agreement, the Parties shall consult with a view to reaching a solution in the matter.




Annex XII Distribution of the Agreement

The Parties shall distribute copies of the Agreement to the respective ministries,
authorities and other institutions involved in the Program or otherwise in need of
information on its content.

Article XIII Entry into force — Termination — Disputes

1. The Agreement shall enter into force on the first day following the date of the
last written notification by which one of the Parties informs the other about the
completion of its relevant internal procedures, and shall remain in force until the
Parties have fulfilled all obligations arising from it. Whether the obligations are
Julfilled, shall be determined in consultations by the Parties.

2. Notwithstanding the previous clause each Party may terminate the Agreement
upon three months written notice.

3. If any dispute arises relating to the implementation or interpretation of the
Agreement, the Parties shall consult with a view to reaching a solution.

Based on the Lebanese Council of Ministers Decision number 24 of 4 December
2014, assigning the Minister of Foreign Affairs and Emigrants and the Minister of
Energy and Water to sign the Cooperation Agreement with NORAD.

IN WITNESS WHEREOQF the undersigned, acting on behalf of their respective parties,
have signed the Agreement in two originals copies in Arabic and English languages.
In case of any divergence in the interpretation, the English version shall prevail.

Done in Beirut the  th of January 2015.

For the Ministry, of Energy and Water ~ For the Norwegian Agency fot
Development Cooperation

g&/ L/ ? e%/oem

Arthur Nazarian ard Glad Pedersen
Minister of Energy and Water  State Secretary of Foreign Affdi




Annex I Agreed Program Summary

Identification of the Program

Program Title: The Oil for Development (OfD) Program phase 2 in Lebanon
Cooperating institutions in Lebanon: Lebanese Petroleum Administration (PA ),
Ministry of Energy and Water (MoEW), Ministry of Finance (MoF), Ministry of

Environment (MoE)

Cooperating institutions in Norway: Ministry of Petroleum and Energy, Ministry of
Climate and Environment and Ministry of Finance; in addition to Norwegian
Petroleum Directorate, Norwegian Environment Agency, Norwegian Petroleum
Safety Authority, Norwegian Oil Taxation Office and Norwegian Coastal

Administration
Program duration: 2015-2017

Description of the Program
Goal

The goal of the Program in Lebanon is to ensure the sustainable management of
petroleum resources which safeguards the needs for present and future generations in

Lebanon.

Sustainable management of petroleum resources includes an efficient public
administration for the upstream petroleum sector, with roles and responsibilities
clearly defined, institutions capable of planning, promoting and monitoring petroleum
exploration and production activities in an accountable manner, and managing State
interests and revenues in a sustainable way to the benefit of the economy and people

of Lebanon.

Selected indicators

GDP per capita per year
(current USD)

9705 USD (2012)

World Bank

Index of Economic
Freedom rank

96 of 178 (2013

Heritage Foundation

Ease of doing business rank

111 of 189 (2013)

World Bank

Human Development Index
rank

72 0f' 186 (2013)

United Nations
Development Program

Corruption Perception
Index rank

127 0f' 177 (2013)

Transparency
International

World Governance
Indicators

Voice and accountability
Political stability
Government effectiveness
Regulatory quality

Rule of law

Control of corruption

Percentile Rank (2013)
34,6

6,3

43,1

47,4

27,5

21,5

World Bank

Gender Gap Index rank

123 0f 133 (2013)

World Economic
Forum

World Press Freedom
Index rank

106 of 180 (2013)

Reporters Without
Boarders

Proven petroleum reserves

Seismic data indicate
potential, but currently
no discoveries

Lebanese Government




Outcomes (with indicators) and Outputs

QOutcome 1: Number of Program outputs developed
Lebanon establish a strategic and | and delivered in accordance with annual
legal framework for managing the | work plans

petroleum sector

National short, medium and lng—termpl ns for developing the

upstream petroleum sector based on scenarios formulated

A stakeholder mapping study identifying gaps and overlaps in roles and
responsibilities in the petroleum administration is completed, including
recommendations and action plans

4.1.3

Procedures for cooperation between the PA and the MoEW, MoF and
the MoE in place

4.14

A plan for gender mainstreaming in the petroleum sector developed

4.15

Health, Safety and Environmental (HSE) policies, regulations, standards
and guidelines developed and applied

4.1.6

An adequate system for emergency preparedness and response
developed

4.1.7

A system for building needed HSE data developed

4.1.8

Options, international best practices and experiences to manage the
expected revenues of the petroleum sector analysed and documented

4.19

Appropriate management, accounting and auditing mechanisms that
meet international standards established

4.1.10

An appropriate supervisory framework for monitoring and supervising
petroleum exploration and production Programs developed

Outcome 2: Number of contracts and agreements successfully
The relevant Lebanese | negotiated

government entities Number of Plans for Development and Operation
carry out their reviewed and approved

assigned roles and Number of petroleum related incidents with negative
responsibilities in impact on the environment

accordance with the Number of petroleum related Environmental Impact
strategic and legal Assessments reviewed

Jramework in the Petroleum revenues captured by the state

petroleum sector

PA quality management system veloped and cpctty to zmleent it
strengthened

Technical support and training in contract management including the
EPA and other contracts provided and internal guidelines developed

Plans and systems for resource mapping, management and supervision
in line with international best practices developed and training to
implement it provided. System for publishing data regularly online
developed, with due consideration of applicable rules for
confidentiality.

Designing the data centre architecture, and providing the appropriate
rules, methods and techniques in order to build a professional archiving
structure




4.2.5 | Ethical guidelines/code of conduct/integrity principles for the PA
developed and published online

4.2.6 | Financial control and auditing systems developed and training to
implement them provided, and technical support for cost control
delivered

4.2.7 | Enhancing the capacity for assessing, auditing, monitoring, collecting
and reporting oil and gas revenues

4.2.8 | Training related to environmental assessments reviews and monitoring
in the oil and gas sector provided

4.2.9 | Training in enforcing HSE procedures, reviewing HSE plans and
conducting audits/inspections delivered

4.2.10 | Training in emergency preparedness and response (including oil spill
contingency plans) provided.

4.2.11 | Training in negotiation skills provided (in relation to EPAs as well as
legal, commercial, and financial aspects) and internal guidelines
developed

4.2.12 | Technical assistance to the MoF for taxation and auditing of oil and gas
companies.

4.2.13 | Training in petroleum resource management for key staff in the PA,

MoEW, MoE, MoF and other related governmental institutions
delivered. Training needs identified and action plan developed

Qutcome 3: EITI compliance in oil and gas achieved
Accountability | Number of public consultations conducted

and

Civil society organisations, media and public oversight

transparency | institutions have the space and competence to hold the

in the

government accountable

petroleum Ranking in Transparency International Corruption Perception
sector is Index improved
strong

Procedures on access to information developed and published on the
website of the PA

Procedures for public consultation of stakeholders in the development of
strategies, plans and legal framework and for sharing data and regular
reporting is developed and published online

Communication strategy for the PA and related tools developed and
relevant training provided

Training on good governance, transparency and anti-corruption issues
relevant to the petroleum sector for decision makers (such as politicians,
parliamentarians) provided

Training on petroleum resource management for civil society actors
(including non-governmental organisations) provided

Training on petroleum resource management for national media
provided

A simple, comprehensive guide to the petroleum sector governance
structure and a summary of key legislation developed and published
online.




Inputs

Norwegian funds in the form of technical assistance from Norway

Major risk factors

Below is an overview of risk factors that may hinder the achievement of the intended
results of the Program, divided into external and internal risk factors. The table also

Regional tension and
conflict

outlines the proposed mitigating actions.

ontinuous monitoring of the security situation and
planning by scenarios. Dialogue with Norwegian
Embassy.

Political stalemate at the

Program design reduces dependence on progress at

petroleum exploration due
to perceived control by
opponents

level of CoM the political level to achieve ouiputs
Political interference to Focus on transparency to reduce the suspicions of
block development of such control

Clear, written guidelines for cooperation in the
Program outlined in Program Document

Involvement with sensitive
(political or sectarian)
issues

Clear definition in Program Document of the scope of
involvement and nature of activities included in the
Program

High level of awareness on activities that may project
a sectarian bias

Cautious engagement with very politically
controversial issues

Further strengthening of the transparency and
accountability in the sector part of the Program

Selection of actors involved
in the Program perceived to
be biased
Involvement of Norway seen
as biased

Delay in recruitment and
turnover of personnel
resulting in losing
competence

Personal rather than
institutional capacity
building

High level of awareness about potential perception of
bias in the planning and implementation of Program
activities

Exceptional approval from CoM to speed up and
modernize recruitment process
Clear institutional focus of Program

Inadequate performance of
key partners in the Program
Insufficient coordination
and cooperation between
stakeholders

Limited authority and
relevance of the PA due to
conflict with other
governmental stakeholders
Duplication with other
donors

Main targeted institutions have a certain proven
capacity and level of knowledge

Clarification of roles and responsibilities under
Program detailed in Program Document
Clarification of guidelines on cooperation and
transparency between the PA and other governmental
stakeholders part of the Program

Targeted design of Program and clear information-
sharing routines in the Program

}\M?ﬂi




Inappropriate external Communication strategy, outreach and transparency
interference with the PA by PA part of the Program

affecting ability to function | Development of code of conduct for PA in order to
and jeopardizing reputation | reduce risk of misunderstanding part of the Program
Internal tensions within the
PA affecting ability to
Junction and jeopardizing
reputation

Overall budget
The estimated total budget for the Program in Lebanon is NOK 30 million for the

period 2015 — 2017. The annual budget estimates are broken down according to the

three outcomes:

Amounts in NOK 1000
ST = A0 i,

Outcome 1 4200 3350 320 10 750

Qutcome 2 3250 4000 4000 11250

Qutcome 3 2000 2100 2250 6350

Program administration | 550 550 550 1650

Sum 10 000 10 000 10 000 30 000

The Grant of NOK 30 million is provided in the form of technical assistance from

Norwegian cooperating partners.
Proposed activities and related timelines and budgets will be developed in annual

work plans.




