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Gaz : deux socliétés
libanaises remportent un
contrat a Chypre

Malgré le blocage politique sur le dossier libanais du gaz et
du pétrole, plusieurs sociétés de services libanaises se
positionnent sur ce nouveau secteur. Petroserv et Energy &
Environment Holding (EEH) viennent de signer un contrat a
Chypre pour évaluer le potentiel gazier et pétrolier terrestre
de 1’ile, en partenariat avec la société américaine Neos
GeoSolutions, détentrice de la technologie.
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Il faut relancer
1’attribution des blocs
d’'exploitation de gaz.

-

Ziad Abs est le président de Petroserv, 1’un des deux
partenaires libanais — avec Energy Environment Holding - de
Neos GeoSolutions, la société américaine chargée de détecter
la présence d'hydrocarbures dans le sous-sol libanais. Il
revient pour « L’Orient-Le Jour » sur le lancement d’une
campagne d’exploration similaire a Chypre.

Qu’est-ce qui a décidé Chypre a mener cette campagne

d’évaluation du potentiel pétrolier et gazier de son sous-sol
?

Le succes du projet Cedars0il, qui a permis de découvrir des
indices importants sur 1la présence de gisements
d’'hydrocarbures dans le sous-sol libanais, a convaincu les
autorités chypriotes de la nécessité de mener une étude
similaire sur leur territoire. La découverte fin aolt de ce
qui pourrait étre le plus important gisement de gaz offshore
jamais découvert en Méditerranée — le puit de Zohr, situé dans
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les eaux territoriales égyptiennes a quelque encablures de la
frontiere maritime avec Chypre et dont le potentiel est évalué
a 30 000 milliards de metres cubes de gaz — a également
contribué a faire aboutir les discussions.

Les négociations entre le ministere chypriote du Commerce, de
1’Industrie et du Tourisme et Neos GeoSolutions pour réaliser
une carte tridimensionnelle afin d'évaluer le potentiel gazier
et pétrolier de 1’ile ont commencé au printemps. L’accord
signé le 25 septembre pour un montant total de 12 millions de
dollars concerne l’exploration d’une zone de 9 000 km2, soit
1,5 fois la superficie explorée lors des opérations de
balayage aérien menées par Neos et ses partenaires au Liban -
Energy Environment Holding (EEH) et Petroserv.

Les données collectées permettront d’obtenir une évaluation du
potentiel gazier et pétrolier, qui devra ensuite étre confirmé
par des études sismiques suivies par des opérations de forage.
Les opérations devraient débuter d’ici au début de 1’année
prochaine.

(Lire aussi : « Le Liban doit profiter de la baisse des prix
du brut pour lancer l’exploration »)

Quel est le role de Petroserv dans le partenariat qui le lie a
Neos et a Energy Environnemental Holding ?

Fondé en 2012, Petroserv est un prestataire de service qui
sous-traite toutes les formalités administratives accompagnant
les opérations d’exploration des sous-sols pour le compte de
Neos, comme par exemple Ll'obtention des autorisations de
survol auprés des autorités locales. Petroserv propose
également son assistance technique 1lors des phases de
négociation et d’exécution des contrats d’exploration, sur le
plan 1égal et commercial. La société américaine Neos prend en
charge de son cO6té toutes les opérations de télédétection
alors qu'EEH s’occupe de l'aspect financier du projet.

Cette initiative chypriote accentue-t-elle la pression sur le
Liban, ou 1’attribution des blocs d’exploration offshore reste
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bloquée ?

I1 faut 1'espérer, car s'il n'’est pas trop tard pour relancer
le processus, il devient urgent de ne pas laisser les pays
voisins qui jouxtent le bassin levantin — 1’Egypte, Israél et
Chypre — prendre trop d’avance sur le Liban, ou 1’exploration
et la possible exploitation des ressources pétrolieres est
figée depuis 2013. Les 46 compagnies qui ont été préqualifiées
pour exploiter les dix concessions situées dans 1la zone
économique exclusive (ZEE) du Liban attendent toujours
1’adoption de deux décrets — celui qui définit leurs
coordonnées et celui qui fixe les modalités du contrat
d’'exploration et de production — pour pouvoir confirmer 1la
présence de gaz et, le cas échéant, son exploitation. Le
blocage politique a retardé le processus de deux ans mais cela
a permis de disposer de plus de temps pour affiner les
résultats des études effectuées par Neos.

L'idéal serait de le relancer maintenant, au moment ou le prix
du pétrole, et donc le colt des opérations de prospection sont
au plus bas.

al> | gusg .
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Cyprus Picks U.S. based NEOS
to Map 0il and Gas Prospects

Lebanon
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NICOSIA: Cyprus has selected California-based NEOS Geosystems
to create a three-dimensional map of the island nation’s
onshore and near-shore oil and gas prospects, the Ministry of
Energy, Commerce, Industry and Tourism announced on Monday.

“The new dataset will be non-exclusive,” Minister Giorgos
Lakkotrypis explained, “allowing prospective participants 1in
Cyprus’ emerging hydrocarbon sector to acquire crucial
information to help guide their respective investment,
exploration and development decisions.”

NEOS, a global leader in the field, employs a unique
combination of proprietary processes and technologies and
information already available to build its maps, including
multiple ground and airborne sensors and supercomputers
running advanced analytics software developed in Silicon
Valley. According to Jim Hollis, the company’s CEO, this
allows a “quantitative integration of disparate imaging data
that provides a faster, better and more-cost-effective
workflow in previously underexplored areas.”

“The data will provide new insights into the subsurface
geology onshore to near-shore and help the region to explore
and exploit the hydrocarbon potential it possesses,” he added,
“helping to create jobs for the local population, benefits for
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the national economy, and energy security well into the
future.”

Supported by a group of high-profile investors that includes
Microsoft founder Bill Gates, and venture capital firm KCPG (a
ground-floor backer of Amazon, Google, and Sun Microsystems),
investment banking giant Goldman Sachs, NEOS’ approach has won
high praise from Super Majors and other key players in the oil
and gas industry. No less a figure than Dirk Smit, Shell’s
Vice President of Exploration Technology and formerly the
company’s Chief Scientist for Geophysics, predicted in an
interview with Exploration and Production magazine that
technologies like those employed by NEOS were destined to have
a decisive impact.

The company and its investment partners in the Cyprus venture
— Beirut-based firms Energy & Environment Holding (EEH) and
Petroserv — first applied its unique methodologies in the
Eastern Mediterranean by carrying out a similar study for
nearby Lebanon’s CedarsOil project.

“I think that subsurface characterization or exploration will
be more driven by more remote-type sensing technologies” whose
measurements might extend to such factors as gravity and
magnhetics, Smit told Exploration and Production. “Perhaps this
could be combining more refined measurements of surface
expressions affected by climate, biology or geology with
probing technologies that can be deployed airborne or on the
ground.”

EEH CEO Roudi Baroudi said the new Cyprus map would add to
mounting evidence of multiple world-class gas and/or oil
deposits in the Eastern Med.

“Thanks to the dataset acquired by NEOS, Lebanon looks more
promising than ever, (Italy’s) ENI has discovered a supergiant
gas field in neighboring Egyptian waters immediately adjacent
to Total's sector offshore Cyprus, and the latest news from



Syria 1s encouraging too,” the Ministry quoted Baroudi as
saying.

Apart from the onshore and near-shore survey, the agreement

also contains an option for NEOS to expand its work offshore
into deeper waters.
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Sanctions relief may enable
Iran energy help

BEIRUT: Over the past five years, Iran has repeatedly offered
assistance to Lebanon’s troubled energy sector, from building
power plants and dams to rehabilitating oil refineries. While
none of these offers have come to fruition, the expected
gradual lifting of U.S. sanctions on Iran may present a fresh
opportunity for the two countries to move forward together on
energy deals.
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“Legally speaking, it wasn’t easy to deal with Iran on energy
or other areas of cooperation [suggested by Iran], whether
military or infrastructure. It was always at the rhetorical
level or the signature of an MOU [Memorandum of Understanding]
because of the legal sanctions,” said Mona Sukarrieh, co-
founder of Beirut-based political risk consultancy Middle East
Strategic Perspectives.

“I think the legal sanctions were a very convenient excuse
also because there are political obstacles,” she told The
Daily Star, referring to “the major political divide between
March 8 and March 14."” There has been “more of a general
reluctance [from pro-March 14 factions] toward Iran-anything,
rather than specifically energy.”

With the upcoming lifting of sanctions, “it 1s going to be
much harder now to justify automatically rejecting cooperation
with Iran,” she said. Moreover, the “energy sector, unlike
other more sensitive areas of cooperation [such as military],
is a good starting point.”

Energy is a critical component of all services and industries,
from bakeries to ports, noted Roudi Baroudi, CEO of Doha-based
energy consultancy Energy and Environment Holding, whose
clients include the Lebanese government. He told The Daily
Star that if political factions put their differences aside
and focused on the country’s economic development, energy
“would definitely be a very nice sector to work on.”

Cesar Abou Khalil, an adviser to the energy minister since
November 2009, downplayed the effect of sanctions. “Has it
ever been because of sanctions that things didn’t work out in
energy projects? No not to my knowledge,” he told The Daily
Star.

As an example, Abou Khalil said the Energy Ministry had
rejected Iran’'s gift of a power plant in Zahrani because its
technological capabilities fell short of the requirements as



set out under the 2010 Policy Paper for the Electricity
Sector. The ministry wanted tri-fuel turbines that could be
fueled by gas oil, natural gas, or fuel oil, but Iran could
only provide turbines fired on the first two sources. “Since
we don’t have gas, we would have had to run these turbines on
gas o0il, which was very very costly at that time.”

The countries signed three energy-related MOUs on oil, water
and electricity during then-Iranian President Mahmoud
Ahmadinejad’s visit to Beirut in October 2010. They have not
moved forward with them, Abou Khalil said, citing constant
upheaval in the government. “In Lebanon we spent more than a
year forming governments since then. .. We spent many months
either forming a government or with the resigned prime
minister during the Mikati government.

“Lebanon is open to cooperation with all friendly countries,”
Abou Khalil emphasized, “[and] Iran is a friendly country.

“If [Iranian] companies have the technology required and they
have the best offers at the time, I don’t see why the ministry
or the administration or any agency of the Lebanese government
would have a problem with that,” he added.

When asked which areas Iran was well-suited to help with, Abou
Khalil said it was “very well-equipped in the o0il and
electricity sectors.”

Sukkarieh and Baroudi echoed that electricity is the most
feasible energy subsector for Lebanese cooperation with Iran.

For the time being, it looks unlikely that Iran can export
energy to Lebanon. Transporting gas — which must be
transported by pipelines, or liquefied and carried in tankers
— 1s unfeasible, given that it must pass through war-torn
Syria and Iraq. Currently, there are no pipelines connecting
Lebanon with Iran. The Iran-Iraq-Syria gas pipeline announced
in 2011 that may have extended to Lebanon and Europe has yet
to materialize.



0il, though simpler to handle, must still be transported via
tankers. Sukkarieh also noted that feasibility studies have
found that it would not make economic sense to rehabilitate
Lebanon’s two oil refineries, given how small and outdated
they are.

Two years ago, the National Iranian Drilling Corporation — the
only Iranian applicant — failed in the first prequalification
round for participating in Lebanon’s long-delayed offshore oil
and gas exploration licensing. Sukkarieh said it “wouldn’t be
far-fetched to imagine an Iranian company applying to
prequalify, more likely as a non-operator” in a second
prequalification round under discussion.

Baroudi said Iran is well-equipped to assist Lebanon with
onshore exploration and drilling. However, he said Iran is not
capable of dealing with offshore “unless teamed-up with major
oil and gas firms from the West or Far East.”

The Iranian Embassy in Beirut accepted written questions from
The Daily Star, but did not respond by the time of
publication.

“I wouldn’t expect Iran to be confrontational in its approach;
it would be counterproductive,” Sukkarieh said. “The Iranians
are more likely to diversify their business partners in the
country, whether Lebanese or non-Lebanese, and will seek to
initiate projects that will be perceived as benefitting the
county and not just a particular segment of society.”
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Energy: Turkish Continuous
Provocations 1in the East
Mediterranean

By Roudi Baroudi

Cypriot President Nicos Anastasiades made full use of the
high-profile stage created by the latest summit in Cairo with
the leaders of Egypt and Greece, issuing a very public call
for Turkey to adopt a “constructive stance” in addressing
regional disputes.
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Recent Turkish intrusions into the internationally recognized
Republic of Cyprus’s Exclusive Economic Zone (EEZ) — at a time
when Nicosia is working with private companies to determine
the extent of the divided island’s offshore o0il and gas
reserves — have prompted the ROC to suspend peace talks with
the self-styled “Turkish Republic of Northern Cyprus” (TRNC),
which is recognized only by Ankara.

With both Egyptian President Fatah al-Sisi and Greek Prime
Minister Antonis Samaras at his side following their talks,
Anastasiades said the repercussions of Turkish actions could
be far-reaching.

“Turkey’s provocative actions do not just compromise the peace
talks, but also affect security in the Eastern Mediterranean
region,” the Cypriot leader said. “For the negotiations to
succeed, Turkey needs to show positive intentions and adopt a
constructive stance through positive and effective steps in
this direction.”

The summit appears to demonstrate that the ROC is making
progress in its efforts to build multilateral support in the
face of Turkish intimidation.

Indeed, Turkey'’s latest gambit in the chess match over Cyprus’
oil and gas reserves is pure obstructionism because no one —
including Turkey and its ally, the TRNC — will derive any
benefit from the move.

Unless the right people decide otherwise, in which case the
potential crisis touched off by the Turkish move could be
transformed into an historic opportunity.

Notwithstanding political and diplomatic complications, the
legal facts of the case are fairly straightforward. In 1974,
Turkish troops invaded the northern third of Cyprus following
a coup in Nicosia whose leaders sought an unlikely unification
with Greece. Since that time, the Turkish military and more
than 100,000 settlers have occupied just over 36% of the



island, not only denying displaced Greek-Cypriots the right to
return to their homes but also engaging in an illegal policy
of systematically exploiting their properties. Successive
governments in Ankara have steadily entrenched the occupation,
even going so far as to establish the aforementioned TRNC in
1983.

Just as clearly, both the international community and all
competent and independent legal authorities have conclusively
rejected Turkey'’s attempts to gain legitimacy for the TRNC.
Resolutions by the United Nations Security Council have
repeatedly declared the entity illegal and all of its actions
null and void, and urged UN member-states to withhold both
diplomatic recognition and all forms of assistance or
facilitation. At the same time, a series of regional, national
and international legal verdicts — including in the United
States, the United Kingdom, several European countries, and
the European Court of Human Rights — has comprehensively
discredited 40 years of Turkish policy while unreservedly
endorsing the right of the ROC to be regarded as the sole
legitimate government of the island. In addition, Cyprus’
accession deal with the European Union specifies that although
the ROC does not control the occupation zone, its residents
are regarded as ROC citizens and therefore as EU ones.

This thorough refutation of Turkish claims enjoys virtually
universal support, and until today, the TRNC is formally
recognized by only one independent country: Turkey itself. The
occupation zone uses the Turkish lira as its currency, direct
air travel and many other forms of transport are allowed only
from Turkey, and various embargos have resulted in badly
stunted economic development.

Greek-Cypriots have yet to obtain redress for the depredations
carried out against them, even the economy in the unoccupied
two-thirds of the island has been prevented from realizing its
potential, and the ROC’s sovereignty remains subject to gross
violation. Despite all this, no one has suffered more hardship



from Turkish policy and the resultant isolation of the TRNC
than Turkish-Cypriots, almost half of whom are estimated to
have emigrated since the original 1974 invasion.

An on-again, off-again peace process was rebooted in February
of this year, but Turkey'’s leaders demonstrated little
enthusiasm, and now Ankara has erected yet another obstacle.
At the beginning of October, Turkey issued a Navigational
Telex (NAVTEX) declaring its intention to carry out offshore
seismic surveys, between October 20 and December 20, in a huge
area off the island’s southern and eastern coasts. This area
lies well within the ROC’s internationally recognized EEZ and
continental shelf, and overlaps substantially with undersea
blocs already auctioned off for exploration by international
energy companies, 1including Italian giant Eni and South
Korea’s KOGAS. Nonetheless, when October 20 rolled around, the
Turkish survey ship Barbaros was reported to have arrived on
scene, accompanied by at least one warship and two support
vessels.

Once again, the facts render Turkey’'s actions null and void.
Cyprus’ EEZ 1is recognized in bilateral delimitation
agreements, concluded under the provisions of the UN
Convention on the Law of the Sea (UNCLOS), between the ROC and
each of the sovereign states with any possible counter-claims,
including Egypt (2003), Israel (2010) and Lebanon (2007).
Conversely, Turkey has yet to join UNCLOS, proclaim an EEZ,
define the extent of its continental shelf, or conclude
bilateral delimitation pacts with any of its neighbors in the
Eastern Mediterranean. Turkey has, however, concluded
delimitation deals with its neighbors in the Black Sea,
lending its own weight to the very same international legal
precedents that it refuses to abide by in the Eastern Med.

What all this — and so much more — means is that for all of
Turkey'’s bluster, any project to illegally exploit the ROC’s
offshore resources is likely to be stillborn: few respectable
countries (if any) will purchase this oil or gas, the



isolation of the TRNC will continue, and Turkey could face
both damaged trade relationships and even sanctions. In short,
Turkey has little to gain, and probably much to lose, if it
maintains its current course. Ankara is fully aware of this,
so the threat implied by the NAVTEX and the Barbaros cannot be
interpreted as anything but a spoiling tactic aimed at
hampering the ROC’s own legitimate plans to develop an
offshore energy sector by intimidating the government and its
partners.

This is where the opportunity comes in. Previous attempts to
settle the Cyprus conflict have failed, often reinforcing the
kind of zero-sum-game approach that informs Turkey’s latest
provocations. With the right handling, however, this time
could be very different. The possibilities opened up by
Cyprus’ own oil and gas reserves are highly lucrative, and now
the EU has endorsed plans to make the island a major regional
gas hub which would interconnect the output of several Eastern
Mediterranean countries with markets in Europe via pipeline
and/or LNG shipping. The incentive to get a reunification deal
done has therefore been expanded geometrically, and extended
to more third parties.

Apart from both Greek- and Turkish-Cypriots, the primary
beneficiaries of such a settlement would be EU consumers, who
would gain several advantages from easier and more reliable
access to cheaper and greener energy supplies from within the
European family. And since Eni is Italy’s largest industrial
concern by market capitalization, that country in particular
has a powerful motive to see the Cyprus mess cleaned up once
and for all. Other major players like France’'s Total and
Schlumberger, as well as America’'s Noble Energy and
Halliburton, further widen the field of interested governments
whose good offices could be put to good use. Above all else,
the founding principles of both the EU and the UN demand that
no effort be spared in ending this long and painful chapter of
Cypriot history.



Conflicts over energy have fueled violence in many parts of
the world, including nearby areas of the Middle East and North
Africa. Now the international community has a chance to
accomplish the opposite by leveraging energy wealth to end a
decades-long dispute. That would serve the legitimate
interests of all concerned, including Turkey, which could
eventually gain the same access to attractive energy supplies
as European countries. First, however, the warships have to
return to port.

And stay there.

Roudi Baroudi is an 0il & Gas economist



