New Energy era for Europe
“there for the taking”

€he New YJork Times

ATHENS: Offshore gas from the Eastern Mediterranean could
usher in a new era of energy independence and economic
renaissance for Europe, a regional energy expert told a high-
profile industry conference in Athens on Friday.

“Almost instantly, the flow of East Med gas into Europe would
mean additional diversification and flexibility of supply,
closely followed by enhanced competitiveness for European
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industry, accelerated economic growth, and dramatic long-term
improvements for public finances,” Roudi Baroudi, a veteran of
more than 36 years in the oil and gas business, told the
Athens Energy Conference.

While “East Med gas would be more of a complement than a
competitor to supplies already flowing .. from Russia” and
other countries, he explained, other factors were also likely
to help Europe diversify its energy supply, putting downward
pressure on prices and “reducing the potential impact of
possible interruptions elsewhere”.

Baroudi, who currently serves as CEO of Energy and Environment
Holding, a Doha-based independent consultancy, has advised
governments, companies, and multilateral institutions on
energy matters, even helping to craft policy for agencies of
the European Union and the United Nations. Speaking on the
sidelines of the conference, which drew a broad audience
including senior figures from both the public and private
sectors, he said the timing “could not be better” for Europe.

“Shale gas has made America another energy superpower
alongside Russia and OPEC, and liquefied natural gas is now a
fully fledged global commodity,” he said. “Plus, the East Med
producers will be sitting on Europe’s doorstep, and several
countries are already gearing up to start taking massive LNG
shipments. Decades of benefits for hundreds of millions of
people, all there for the taking.”
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And expected producer countries like Cyprus, Greece, and
Lebanon, Baroudi added, stand to gain even more. “For a
variety of historical reasons, most of these countries have
not yet achieved the levels of development enjoyed in most of
the European Union,” he told the conference. “Given the
potential rewards for their peoples, the governments involved
have nothing less than a moral responsibility to take
advantage of propitious circumstances by tapping the oil and
gas wealth within their respective social, economic, and
geopolitical reaches.” Baroudi also has emphasized some of
East Med countries are not party to UNCLOS but all countries
are signatories to the UN Charter. Therefore, Baroudi reminded
that all these countries are under an obligation to “settle
their international disputes by peaceful means in such a
manner that international peace and security, and justice, are
not endangered.”

He also sounded notes of caution, however. For one thing, he
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stressed the need for producer countries to ensure proper
management of the proceeds from gas sales to pay social
justice. For another, he reinstated on the same countries to
avoid international tensions that might impede development of
the sector.
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My purpose here 1is to update you on progress at the eastern
end of the Mediterranean — namely some new steps taken by the
government of Lebanon to gets its nascent energy sector off
the ground.

As you may recall, Lebanon has wasted a lot of time in the
past few years. Cyprus recently held its third licensing
round, and others have gone even further: Israel, for
instance, is already drilling, and while internal legal and
policy battles have slowed some aspects, Israeli negotiators
have aggressively pursued export or transit deals with other
countries — including both Jordan and Turkey.

In Lebanon, things have been very different. A long-running
political struggle left the presidency vacant for more than
two years, the Parliament granted itself two extensions
totaling almost three years without new elections, and the
Prime Minister and Cabinet served in a de facto caretaker
capacity because of widespread perceptions that they lacked
legitimacy.

Even before this breakdown of the constitutional order, rival
political camps were so mistrustful of one another — and so
evenly matched — that little headway could be made because ach
side blocked the other’s initiatives.

Luckily, even with these paralyzing conditions in effect, some
preparatory steps were taken. The Lebanese Petroleum
Administration was established in 2012, and while



dysfunctional politics delayed everything from the onset of
its legal authority to the recruitment of qualified personnel,
the LPA managed to lay much of the necessary groundwork. The
idea was that once the politicians stopped bickering, all of
the rules, regulations, and policies would already be in
place, so the country would have the wherewithal to start
playing catch-up.

I'm happy to report that there has been significant
improvement. A new president has now been elected by
Parliament, and his genuine support — both in the legislature
and among the general population — 1is more broad-based than
many of his predecessors. A new Prime Minister has also been
installed, and since this was part of the same deal that
allowed the presidency to be filled, he and his Cabinet enjoy
relatively strong acceptance. Perhaps most importantly, the
long-delayed parliamentary elections are due to be held in
June, and while the usual debate is taking place about the
rules under which those polls should take place, there 1is
general optimism that they will be held “on time”.

Best of all, the Lebanese Petroleum Administration has taken
this momentum as a signal to start activating the energy
sector. Last month it took a decisive step in this direction
by initiating the country’s first licensing round, inviting
bids for offshore exploration in five of the 10 blocks it has
delineated in Lebanon’s Exclusive Economic Zone (EEZ).
Nonetheless, the process will not be a simple matter of “plug
and play”, but this time the obstacles are external.

Again, the LPA has done a lot to make sure all the necessary
mechanisms are in place or ready for installation, including
tender procedures and draft terms for the fiscal regime. And
at least two of the five blocks being licensed should be
relatively straightforward: Block 4 lies entirely within
Lebanon’s EEZ, directly off the coast, and Block 1 lies in the
northwest corner of Lebanon’s EEZ, where its demarcation has
already been agreed with both Cyrus and Syria. Those



interested in these blocks will know exactly what they’'re
bidding on, and the successful bidders and their partners free
to get on with the business of modern exploration work without
other distractions.

Blocks 8, 9, and 10, on the other hand, are a different matter
altogether because all three are in the south, where Lebanon’s
maritime claims overlap with those of Israel. At issue is a
relatively small area of about 840 square kilometers, less
than 5% of Lebanon’s EEZ and an even smaller slice of
Israel’s. Under normal circumstances, the conflicting claims
would likely have been negotiated away with relative ease, but
Lebanon and Israel have no diplomatic relations and have
remained in a legal state of war — with frequent outbreaks of
actual hostilities — for almost 70 years despite the 1949
armistice.

The situation is not irrecoverable, however, and both the
United States and the United Nations have worked hard to
broker a consensus by holding separate talks with Israeli and
Lebanese officials. What is more, whatever the intractability
of their other differences, on this score at least both sides
have a clear and compelling interest in avoiding any kind of
conflict that interferes with the development of their energy
reserves. All of the region’s emerging producer countries
stand to make substantial revenue gains, allowing game-
changing investments in health, education, transport, and
other areas whose impact will be felt for decades, even
centuries.

It all comes down to mathematics: there is simply too much
money at stake, meaning that in addition to the lives that
would inevitably be lost, the direct financial and opportunity
costs of another armed confrontation would be exponentially
greater than the price-tags attached to bombs and missiles.

The numbers don’t lie, so there is reason for optimism that
the EEZ issue will be resolved before it impedes exploration



activities. In addition, if and when cooler heads prevail and
some kind of understanding on indirect cooperation (or even
non-interference) is reached, the resulting dividends will go
far beyond Dollars, Euros, Pounds or Shekels — and the effects
will be felt far beyond the Mediterranean.

Cheap, clean, and reliable natural gas supplies from the
Eastern Med would also significantly enhance energy security
for Turkey, the European Union, and other countries. For
Europe in particular, it would be a new lease on life,
restoring the competitiveness of the Continent’s economy and
providing consumers with lower prices for energy and a long
list of other goods and services. And for both the MENA region
and other parts of the world haunted by conflict or the threat
thereof, an East Mediterranean gas boom made possible by sober
diplomacy would set an encouraging — and highly lucrative -
precedent.

These manifold and far-reaching benefits mean that numerous
local and outside actors will want the same thing in the
Eastern Med: stability. Cyprus, for instance, figures to be a
linchpin for the entire regional gas economy, but it can only
play that role to the fullest if it achieves reunification
after more than 40 years of division. Each of the main
external players on the island — Britain, Greece, and Turkey —
also has good reason to want tensions reduced, and Russia’s
growing presence in the region (including investment offshore
each of Cyprus, Syria, and Egypt) gives it a vested interest
in a more predictable region. American companies are also
present, and literally no one better understands what is at
stake than the incoming US secretary of state, former
ExxonMobil boss Rex Tillerson.

Of course, there 1is still much for Beirut to address,
including the structure and management of an effective and
transparent Sovereign Wealth Fund to safeguard future energy
revenues. There is also the matter of determining the true
size of its offshore treasure, but all signs from exploration



under way off Cyprus and Israel — plus the discovery of
Egypt’s massive Al-Zohr gasfield — suggest that Lebanon is on
the verge of a historic windfall. In fact, some 2-D and 3-D
studies already indicate that the country’s hydrocarbon
potential outstrips those of its immediate neighbors.

At this point, all Lebanon needs to do is play its cards
right: avoid unnecessary confrontations with Israel, follow
international best practice for safe and environmentally
responsible oil and gas development, and protect the ensuing
revenues against nepotism, waste, and other forms of
mismanagement. So long as it makes itself a stable platform,
investment will come and a better future will almost certainly
follow.

Cosi Cipro unita aiuterebbe
tutto 11 Mediterraneo
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il Giornale it I

Uno dei fattori chiave che hanno permesso a Donald Trump di
vincere a novembre € stata l’enorme voglia di cambiare la



politica interna.

Eppure la sua presidenza puo offrire enormi opportunita anche
per quanto riguarda la politica estera e Cipro, insieme al
resto dei Paesi dell’Est Mediterraneo, potrebbero cosi essere
tra i primi beneficiari della politica estera di Trump.

L’'isola e divisa dal 1974, nonostante i vari tentativi di
riunificazione. Trump non e il primo presidente a seminare
speranze per Cipro unita, ma questa volta, dopo molti anni, ci
sono seri motivi di credere che un accordo totale ed equo €
possibile.

Prima di tutto la figura di Trump. E la prima volta che nella
storia americana sale alla Casa Bianca qualcuno di cosi
fondamentalmente diverso rispetto ai suoi predecessori. Molti
studiosi si sono focalizzati sulle ripercussioni negative che
la politica di Trump porterebbe, ma allo stesso modo sono in
vista cambiamenti positivi.

Inoltre, a pesare in senso positivo, c’e la nomina del
segretario di Stato. Benché Rex Tillerson abbia una scarsa
esperienza nel governo, ha lavorato per dieci anni alla
ExxonMobil, una compagnia con 75mila dipendenti, che opera in
duecento Paesi. Prima ancora ha personalmente seguito e
guidato il processo attraverso cui ExxonMobil ha raggiunto la
sua invidiabile posizione in Russia, il piu grande produttore
di energia del mondo. Insomma, un curriculum che la dice lunga
sulle sue capacita.

E non da ultimo c’'e la tempistica. Cipro sta costruendo molto
rapidamente il suo polo energetico regionale per 1'est
Mediterraneo. Dalle recenti attivita di esplorazioni e stata
confermata la presenza di depositi di gas naturale.

Questo sviluppo energetico di Cipro potrebbe essere un perno
di vitale importanza, primo per la sua posizione geografica,
insieme alla sua posizione geostrategica, e per il fatto di
essere membro dell’Unione Europea e, non da ultimo, per lo



sviluppo industriale della regione.

Molti protagonisti si sono gia messi in gioco, incluso la
ExxonMobil che, insieme al Qatar Petroleum, il piu grande
produttore di gas naturale, si e assicurata i diritti di
esplorazione del Blocco 10 del Cyprus Exlusive Economic Zone.
In campo c’e anche Rosneft, una delle compagnie di energia piu
importanti della Russia, e Soyuzneftegaz, un’altra compagnia
russa.

In questo delicato momento storico, Cipro trarrebbe ovviamente
grandi vantaggi da wuna riunificazione. Prima di tutto,
evidentemente, attrarrebbe piu investitori. Se il
riavvicinamento tra il presidente russo, Vladimir Putin, e il
turco, Recep Tayyip Erdogan, continua cosli come sostengono
molti osservatori, sara piu facile portare avanti una
negoziazione positiva. E questo ci fa tornare alla nuova
amministrazione americana. Sia l’Unione Europea che 1'0Onu si
sono impegnate a cercare un’intesa su Cipro ma per superare
l'ostacolo «dell’ultimo miglio» potrebbe venir richiesto un
impegno americano piu intenso.

Cipro unificata, che diventa un polo regionale dell’'energia
sarebbe cosi un vantaggio non solo per se stessa ma ridurrebbe
le tensioni tra Ankara e Atene, e tutti i Paesi vicini del
Mediterraneo avrebbero vantaggi dalla stabilita ritrovata,
incluso piu turismo e piu investimenti.

Un discorso non certo facile da realizzare: il processo di
unificazione non e facile da raggiungere. Ecco perché una
volonta solida dei protagonisti €& cosi fondamentale; le
potenziali ricadute positive derivanti dal settore energetico
di Cipro potrebbero essere cosi piu forti delle rimanenti
obiezioni. E quindi tempo di dare un’opportunita costruttiva e
dare un regalo di pace prima a Cipro poi ali paesi del
Mediterraneo.

Roudi Baroudi
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GECF sees o1l price to range
from $70 to $95 in long-term

GULF TIMES - Doha

Doha-based Gas Exporting Countries Forum (GECF) expects long-
term global oil price to range from $70 to $95 a barrel, while
short-term prices are expected to remain “weak”.

“Our projection of 2040 oil prices show that over the medium-
to-long term, prices will likely range from $70 to $95 per
barrel in constant (2015) dollars,” GECF said in its maiden
report ‘Global Gas Outlook’. These price levels will support
the most expensive sources of production such as Canadian oil
sands, Venezuelan heavy crude and off shore deep-water African
projects, it said.

The expected oil price range ($70 to $95) would mean that an
expected pick-up in the global economy would sustain the new
levels. Global gross domestic product growth is expected to be
stronger between 2015 and 2020, at 3.1% per year, but would
start to slow down to 2.9% after 2020 as non-0ECD
(Organisation for Economic Cooperation and Development) Asia,
including China and some other major emerging but maturing
economies, slow to a more sustainable long-term rate.

In the medium term, the cost of producing the most expensive
(marginal) barrel is an important component for oil price
projection although the cost of production varies signifi
cantly depending on the geology of the production basin, the
technology employed and the fi scal terms applied to producers
by host governments. GECF said oil price forecasts are
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predicated on the same determining factor that shape today’s
oil prices including economic growth, the interplay between
global oil supply and demand, industry production costs,
geopolitical events and the behaviour of the Organisation of
the Petroleum Exporting Countries (Opec). In the short term,
GECF said it expects o0il prices to remain “weak” due to a more
“pessimistic” economic perspective than previously anticipated
and to the absence of a strong decline in non-Opec output.

Forecasting that oil demand growth to grow moderately, it said
global demand for oil and other liquids would increase to over
98mn barrels per day (mbpd) in 2020 from 93mbpd. “0il demand
continue to rise until it peaks at 106.5mbpd in 2035 and then
stabilises around 106mbpd through 2040,” it said, adding the
largest decline in demand for oil and other liquids 1is
expected to occur in the power sector, where it faces strong
competition from other fuels including natural gas, renewables
and nuclear.

Qatar’s Energy Acumen Spells
Prosperity at Home and Stable
Prices Around the World
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by Roudi Baroudi

Qatar’'s growing stature on the international stage did not
come about by accident, but rather as the product of a
concerted effort to acquire a larger and more constructive
role in the region and around the world. This greater capacity
to exert positive influences has been made possible by the
country’s enormous gas reserves, but even these would not have
sufficed without both effective management of those resources
and many years of astute diplomacy.

There were never any guarantees that the story would have a
happy ending. The first oil well, “Dukhan 1,” was drilled in
1939, but Qatar did not gain full independence from Britain
until 1971, and its flagship oil company, Qatar Petroleum
(QP), was not formed until 1974. Like many resource-rich
countries emerging from the era of colonialism, Qatar lacked
many of the institutions and mechanisms required for effective
governance, so for many years it did not derive maximum
benefit from the production and export of crude.

Near the end of the 20th centm;y, however, the country and its
territorial waters were found to be sitting atop huge deposits
of natural gas in what would become known as the North Field.
The colossal North Field covers an area of some 6,000 square
kilometres, making it the single largest non-associated gas
reservoir on the planet. Coupled with a new leadership that
had the vision to make far-seeing investments, this gas has
offered Qatar an opportunity to more than make up for lost
time. As of 2014, the country’s gas reserves were estimated at
more than 25 trillion cubic metres, surpassed only by Russia
and Iran and equivalent to a whopping 14 percent of the world
total.

It was foresight, though, not just raw reserves, that made
Qatar what it is today Not content with the country being
“just” another major producer of fossil fuels, the ruling
family threw its weight behind financial investments and
technological choices that would make Qatar a global leader in



several facets of the gas business. Accordingly, billions of
dollars were spent to expand production, acquire the world’s
most advanced liquefied natural gas (LNG) trains, and build a
fleet of ultra-modern LNG carriers to serve customers around
the globe. As a result, Qatar now leads all nations in exports
of LNG. In addition, the country has been the foremost partner
in the pioneering of research, development and
commercialisation of gas-toliquids (GTL) technologies,
including a jet-fuel blend that reduces both emissions and
operating costs.

Even more than natural resources, then, it is sound judgement
that has transformed Qatar into the worlds wealthiest nation-
state on a per capita basis, winning it a choice seat at the
table when major power discuss the most pressing matter of the
day It has used this influence to promote both economic and
political stability, striving to forge bilateral and
multilateral relationships with which to address shared
concerns like war/occupation, poverty, and the environment.

This level of economic and diplomatic ambition requires
across-the-board engagement and, when appropriate, strong
leadership. Therefore, in addition to having Joined the
Organisation of Petroleum Exporting Countries just a year
after OPEC’s founding in 1960, Qatar also plays a central role
in the Gas Exporting Countries Forum (GECF) set up in 2001,
having hosted the GECF’s Executive Office and Secretariat
since 2009.

GTL capital of the world

The GECF was established to promote the interests of the
world’s leading gas producers by holding regular meetings to
find common ground and develop solutions for shared
challenges, but its selection of Doha to serve as headquarters
rellected a different priority, that of improving ties and
coordination with consumer nations. As a country that
maintains warm relations with governments on both sides of
several diplomatic divides, Qatar and its robust finances have



been instrumental in initiating and sustaining useful discus-
sions of issues affecting the international gas market,
providing a platform of stability that has allowed the
development of a healthy and prosperous energy market that
benefits all stakeholders.

Despite the volatility of the hydrocarbon markets and their
relationship to international politics, Doha, in particular
with its energy policy, has been a focal point of cooperation
among producers and consumers with a view toward adopting new
standards, regularizing markets and prices, and ensuring both
stability and sustainability of supply so that demand is met
in a mutually beneficial manner. The resulting safe and
sustainable energy !lows, with fewer interruptions due to wars
or other forms of instability, yields a variety of certainties
that serve the interests of all countries. So it was that in
less than a decade, a tiny country of just 2 million
inhabitants became the most important force for maintaining
global security and price stability for all forms of natural
gas. Given the ever-increasing importance of natural gas in
the global energy mix, this also means that Qatar contributes
mightily to economic growth and !lourishing energy initiatives
in virtually all comers of the world.

In addition, Qatar has employed skilful political leadership
in urging its fellow gas producers to think long and hard
about the difference between o0il and gas prices. 0il remains
the benchmark, as all other energy prices usually rise and
fall under its influence. Qatar continues to study the causes
that have led to gaps in the price relationship between oil
and gas, and how collective action can both restore the 1link
and achieve parity between the two. Given the many
environmental and other advantages that gas offers over
traditional energy sources — including being non-toxic, near-
perfect combustion, no soil contamination, and an enviable
safety record — greater parity would seem to be in the
interests of all concerned, including the planet itself.

The GTL venture 1is a prime example of innovation designed to
ensure that more and more applications can use cheaper,



cleaner-burning natural gas. Qatar is carving out yet another
niche for itself, this time as “GTL capital of the world.”
Only two other countries — South Africa and Malaysia — possess
similar facilities, and Qatar’s access to affordable feedstock
will give it significant advantages for years to come. By
2016, national production of GTL will amount to 174,000
barrels a day, radically increasing supplies available to help
airlines, local public transport and utilities to reduce their
carbon footprints.

The natural gas industry is growing and globalizing as demand
expands and new technologies like GTL enable and inspire
creative new ways to customize compatible products and
services. Simultaneously, Qatar’s backing of a positive global
energy dialogue,

reliable production and massive investment in todays fuel of
choice are bringing more stability and security of supply to
regional and global markets because in the gas industry,
volumes and prices are defined primarily by long-term
contracts, consumers and supplies. In 2006, Qatar and two of
its neighbors, Oman and the UAE, completed the first cross-bor-
der regional gas pipeline, 1linking the North Field to
customers in Abu Dhabi, Dubai and Oman. This tri-nation sub-
sea gas pipeline project was an unprecedented achievement and
so set a fitting example of strategic inter-energy connecting
grids.

The impacts go far beyond the energy business. For example,
Qatar has worked very sucessfully to foster better
environments for strategic partnerships, and to achieve
greater energy security while improving climate protection in
the discovery, development and production of cleaner and more
efficient fuels. This combination imparts enormous value to
society by inspiring confidence in the strength and durability
of the national economy and the policies pursued by the
government, both at home and abroad. Better fuels mean higher
standards of living, greater social stability, and a cleaner
environment. The revenues and cost savings can be a game-



changer in reducing poverty, and the Qatari government has
worked to ensure that thegas industry operates with due regard
for social, moral and environmental impacts. On this last
score, achieving a truly open global market for gas is perhaps
the single greatest step government and industry can take to
achieve genuinely significant levels of de-carbonization in
the coming years.

Even as I write, the world is rapidly moving toward
commercialization of energy technologies independent of
carbon, such as photovoltaics and fuel cells. These will take
time to mature, particularly in terms of applications
requiring large mobile energy supplies, so gas will be the
natural bridge that joins the carbon and post-carbon eras.

For now, the o0il and gas industry continues to decide the
future of our world economy, and energy and capital complement
one other. Therefore, the emerging primacy of gas will only
solidify Qatar’s position as a global energy titan, and
continue to fuel its diversification as an emerging business
and logistics hub in today’s highly competitive world. And if
recent history is any guide, the same resources will help fund
investments that make the country a player in tomorrow’s world
as well.
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Uncrossing wires — An
emergency rescue plan for
Lebanon’s electricity sector

Ekecutiv]

International New lork Times

international New lork Eimes ‘

Lebanon’s electricity sector faces severe difficulties on
multiple levels, making it an unsustainable burden on the
economy 1in general and the state budget in particular.
Problems extend across all stages of the business process,
from production to distribution, even billing and collection,
despite the 1latter having been franchised out to
private companies.

Promising proposals — including some very comprehensive ones —
to address these issues have been drawn up by and for
successive ministers of energy and water, including the latest
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policy plan approved by the Council of Ministers in June 2010.

These plans can work, but only when the required political
decisions are taken to revive this vital sector by insulating
it against personal and private interests, be they direct or
indirect. Only in this way can we honor both the spirit and
the letter of legislation already passed by Parliament by
getting on with the implementation stage.

Several matters require urgent attention, including financial
and administrative difficulties that have held up construction
of a planned 435-MW generating station at Deir Ammar and a
similar facility at Zahrani, the combined output of which
would provide the country with at least a bare minimum of its
power needs. Specifically, the Council for Reconstruction and
Development should be tasked with securing the necessary funds
from supporting institutions so that implementation can start
immediately.

The politics of electricity

The national interest demands that this be done as quickly and
as cleanly as possible, because the last thing Lebanon needs
is a dispute with a contractor that leads to court proceedings
and/or arbitration that could take years to unfold. It is
clear that franchising measures adopted by the Ministry of
Energy and Water are tainted with a lot of gaps.

Easing Lebanon’s chronic power shortages also calls for urgent
action to expedite the delivery and installation of new
generating units at the Jiyyeh and Zouk plants. Timing 1is
everything in such cases, because every day of delay increases
the financial drain and other burdens on all consumers, from
households and schools to companies and government offices.
This directly undermines the productivity and competitiveness
of the national economy, restricting GDP growth and soaking up
resources.

Even more importantly, preventing future crises and enabling



long overdue reforms demands that oversight be exercised by a
duly constituted Electricity Regulatory Authority. Such a body
has been created by legislation but successive governments
have failed to appoint its five member leadership commission,
as called for under Law No. 462 of 2002, preventing the
authority from exercising its powers. There 1s an urgent need
to appoint the Electricity Regulatory Authority, as more than
14 years have passed since the issuance of the law calling for
its formation, without any legal or legitimate reason being
provided for this delay.

The failure to fully implement Law 462 has prompted the
legislature to pass Law 288, which alters Article 7 of Law 462
by adding the following paragraph: “Temporarily, for a period
of two years, and until the appointment of members of the
Authority and giving them their tasks, the production
permissions and licenses will be granted by a decision of the
Council of Ministers upon a proposal of the Ministers of
Energy and Water, and Finance.”

The establishment and empowerment of structures similar to the
Electricity Regulatory Authority has been crucial to
developing and implementing advanced energy and consumer-
protection strategies in jurisdictions around the world -
including Europe and our own Euro-Med region — so it remains a
mystery why some parties insist on denying this proven setup
to Lebanon and the Lebanese.

And as though all that were not sufficient to bring
development of the sector to a standstill, a new board of
directors has not been assigned for Electricité du Liban
(EDL), the country’'s state owned power company, since 2005.
This has sharply curtailed or even eliminated follow up on the
completion of major projects designed to help meet minimum
requirements, and committed Lebanon to huge amounts of money.

Then there is the matter of the fuel required for the
generating stations at Zahrani and Deir Ammar. Based on the



advice of Electricité de France (EDF) and under the terms of
the national energy strategy developed in 1992-1993, both
facilities were designed and built to operate primarily on
natural gas rather than diesel oil. This would impart several
benefits, including lower production costs, less environmental
impact and longer service lives for generating units.

Once again, however, political bickering and clashes of
personality have prevented full implementation of the plan, in
this case by failing to secure the necessary gas supplies. As
a result, both plants have been run almost exclusively on oil
derivatives, obviating some of their design advantages and
burdening the treasury with massive bills for fuel that is
dearer, dirtier and less efficient.

An agreement was signed in 2009 to finally link Deir Ammar
with the Arab Gas Pipeline, built to carry Egyptian gas to
customers in Israel, Jordan, Lebanon and Syria, but the deal
was never fully implemented. And in light of mounting
instability in the region since 2011, it is highly unlikely
that Lebanon will see any benefit from this for the
foreseeable future: Egypt has been unable to meet its existing
supply obligations for the past three years, and badly needed
repairs and maintenance cannot be carried out on Syrian
sections of the pipeline through which any Lebanese imports
would have to traverse.

Regasification, regulation

Since operation of the electricity plants in Zaharani and
Bedawi that relied on natural gas has become impossible
without the presence of gas pipelines, and the natural gas
liquefaction near the production facilities has become
indispensable and irreplaceable, it is imperative for the
Lebanese state to start buying, renting or establishing a
floating station(s) for liquified natural gas storage, and for
its regasification — necessary for the two power plants in
Zahrani and Deir Ammar. A floating storage regasification unit



(FSRU) would need to be established in each, even if that
required the expansion of the port, or the establishment of
breakwaters to protect the station from marine factors.

The procurement of the two FSRU stations would allow enormous
savings on the price of fuel, significantly reducing the need
for public financial support for EDL. It also would
substantially reduce the utility’s debt ratio; a crucial
requirement because the potential impact of government and EDL
measures to improve bill collection remains limited. This
would lead to the reduction of financial transfers to the EDL
mitigating the debt to GDP ratio, particularly since the
capability of the government and EDL to collect bills and
prevent electricity theft or attacks to the grid remains
limited, reducing the ability to rein in the deficit.

Initially at least, both floating stations should be rented or
leased, provided that the awarded contractor or promoter has
both the requisite international experience and a demonstrated
ability to supply the natural gas in addition to the stations
simultaneously. This would translate into substantial cost
savings for the control and supervision of the facilities. Any
such agreement also should follow the “key in hand” method,
which would leave the financing of construction to the
contractor, reducing the risk to the state and allowing it to
start paying only when it has taken delivery of fully
operational facilities. And since we know in advance the
amount of fuel required by the power plants, the contract
should stipulate the dates, quantities and costs of gas
deliveries. This formula has been tried and tested in several
jurisdictions, including Dubai, Jordan and Kuwait, and there
is no reason why it would not work in Lebanon.

Until steps are taken to regularize the electricity sector by
implementing existing legislation, and until the almost year
long vacancy in Lebanon’s presidency 1is filled, it 1is
advisable that oversight be exercised jointly by the
Parliament and the Council of Ministers.



No individual, though, no matter how influential, can make
this happen without securing the trust and cooperation of
others. Some features of the Lebanese political landscape are
difficult to agree on, but this one is not. National pride,
political responsibility and basic common sense dictate that
we act quickly to end the mismanagement of this problem. Only
then can we start eliminating all forms of waste, alleviating
the losses of the state and meeting the needs of power hungry
homes and businesses.
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