Chevron wins 90-day Venezuela
walver despite opposition
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Chevron Corp and four oil services companies won a last-minute
US government reprieve to continue producing oil in Venezuela,
albeit only for a 90-day period.

The US Treasury Department supported Chevron’s request to
extend its sanctions waiver by six months, but the majority of
other government agencies involved opposed any extension at
all, a senior administration official told reporters on a call
on Friday. President Donald Trump backed a compromise between
the two positions, resulting in the three-month time period.
The extension allows San Ramon, California-based Chevron to
essentially keep the lights on and the facility running, but
another extension will be harder, the official said.

The company has operated in Venezuela for almost a century,
since the discovery of the Boscan field in the 1920s. It has
outlasted many other oil companies, including Exxon Mobil
Corp, which left after a series of industry nationalisations
during Hugo Chavez’s tenure as president.
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The US Treasury Department’s Office of Foreign Assets Control
said in a statement Friday that Chevron can continue its joint
venture with state-owned Petroleos de Venezuela SA until
October 25. The previous waiver was due to end yesterday.
Oilfield service companies Schlumberger Ltd, Halliburton Co,
Baker Hughes and Weatherford International Plc were also
allowed to continue their work in Venezuela for three months.
Chevron closed 1.5% lower in New York, at $123.72.

It’s a partial victory for Chevron that leaves the Trump
administration with the option of pulling the company out
later this year. The impact of any eventual refusal of a
Chevron waiver is rising as other production falters, giving
the company a bigger and bigger size of the market in the
country, the official said.

“Our advice to Chevron would be to start preparing to leave
after October,” Joseph McMonigle, an analyst for HedgeEye Risk
Management, wrote in a note. “We are highly doubtful there
will be another extension granted.” While Venezuela only
accounted for 1% of Chevron’s global crude production last
year, 1t remains strategically important as home to the
world’s largest oil reserves. As the only US major still in
the country, it could be first in line for any investments
under a new government.

“Our operations in Venezuela continue in compliance with all
applicable laws and regulations,” Chevron spokesman Ray Fohr
said in an e-mailed statement.

In recent months, Chevron made the case to the Trump
administration that if it were to leave, its Venezuelan assets
could easily be turned over to another operator with little
effect on overall production. That could mean the state, or
even Russian or Chinese interests would benefit.

The ruling “does indicate Chevron has the ear of key
government officials,” said Muhammed Ghulam, a Houston-based
analyst at Raymond James & Associates.

Venezuela has seen its oil output drop precipitously in recent
years. Production is currently below 800,000 barrels a day,
down from as much as 3.71mn in 1970, according to data from



the oil ministry. At least half of that oil is produced by
joint ventures with foreign companies.

Chevron’s joint ventures with PDVSA produce more crude 1in
Venezuela on average than those with other companies -
including China National Petroleum Corp and Russia’s Rosneft
0il Co The US producer only receives a portion of that supply,
however, amounting to about 40,000 barrels a day from its
Venezuelan affiliate in 2018.

The US has refused to recognise Nicolas Maduro as Venezuela's
president after an election last year. Sanctions have become
its main tool for depriving Maduro of cash and pressuring the
military to turn against him.

Earlier this week, Venezuela's opposition-led National
Assembly issued a decree that guaranteed Chevron’s assets in
the country would be protected under a new government led by
Juan Guaido.

0il purchases from Venezuela have become complicated since the
US expanded its sanctions regime to include any business done
with PDVSA, as the national oil company is also known. Other
companies, including Spain’s Repsol SA and Italy’s Eni SpA,
continue to do business with Venezuela.

Sasol’s SA plants threatened
by emission standards


https://euromenaenergy.com/sasols-sa-plants-threatened-by-emission-standards/
https://euromenaenergy.com/sasols-sa-plants-threatened-by-emission-standards/

SasoL

reaching néw frontites

Sasol said some of its South African plants are under threat
from sulfur dioxide emission standards that it will need to
comply with by 2025.

The company, South Africa’s biggest by revenue, operates
plants that convert coal into motor fuel and chemicals 1in
Secunda, east of Johannesburg, and Sasolburg to the south.
Flue-gas desulfurisation equipment needed to cut emissions of
the gas, which causes acid rain and a range of health
complications, 1is too costly and technically difficult to
install, Sasol said.

Globally, as well as in South Africa, the company produces a
range of chemicals.

Air pollution in the area around coal-fired plants operated by
Sasol and Eskom east and south of Johannesburg rivals levels
in some of the most polluted cities on earth. The government
has proposed doubling the new limit, but is coming under
increased pressure to act against the two companies as it'’s
being sued by environmental activists over the breach of
current emission limits.



Sasol will have to comply with new sulfur dioxide emission
limits for coal boilers of 500 milligrams of the pollutant per
normal cubic meter. Its 2018 emission reports show that some
equipment at both Secunda and Sasolburg regularly exceeds 1
000 milligrams.

“The new plant standard for sulfur dioxide will pose a
compliance risk challenge for Sasol post 2025 from both a
technical and financial feasibility point of view,” the
company said in an emailed response to questions. “All
commercially available technologies for the abatement of
sulfur dioxide to meet new plant standards have been evaluated
and we continue to scan for new technologies.” A failure to
comply could lead to fines and the closing of plants.

While Sasol has already won a postponement, Eskom is yet to
hear whether its applications to have its compliance with the
sulfur dioxide emission standards delayed from 2020 until 2025
are successful. It has argued that it would only be economic
and feasible to fit the pollution abatement technology on its
two newest plants.

Eskom, which operates about 15 coal-fired power stations, has
said that flue-gas desulfurisation equipment can cost between
R20bn and R40bn per plant. Environmental activists including
Greenpeace put the cost significantly lower.

“Sasol 1is still saying they can’'t afford flue-gas
desulfurisation,” said Robyn Hugo, program head for pollution
and climate change at the Cape Town-based Centre for
Environmental Rights. “Sasol itself has confirmed that there
are no other means to meet these minimum emission standards.”

In addition to being technically difficult and costly, flue-
gas desulfurisation equipment would require that additional
water and limestone are brought in from the Northern Cape
province. Existing limestone mines in that province are 450
kilometers (280 miles) to 800 kilometers away from Sasol’s



plants.

“Flue-gas desulfurisation technology is proven,” Sasol said.
Still, “it would be significantly challenging to retrofit” the
equipment at the existing plants, it said.

In a separate application for a delay in meeting emission
limits for a range of other pollutants, Sasol has asked for
permission to significantly exceed caps for nitrogen dioxide,
particulate matter and carbon monoxide until 2025. By that
time, it says in the application, new equipment should enable
it to comply.

On incinerators at its Secunda plant, it wants limits of as
much as 90 times the new cap to be applied for carbon monoxide
and particulate matter.

Sasol shares have declined by 27% this year as the company
battles cost overruns at its Lake Charles chemicals project in
Louisiana.

The world economy’s biggest
week of 2019 as Fed prepares
cut
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Subdued Inflation

Inflation is below 4% in Brazil, Mexico, Colombia, Peru and Chile
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There will be no chance of a summer break for investors or
policy makers in coming days as they brace for what might be
the busiest week for the world economy this year.

The highlight is Wednesday’'s decision by the Federal Reserve
with markets and economists virtually united in predicting
Chairman Jerome Powell and colleagues will cut interest rates
for the first time in more than a decade.

What’s Likely to Happen?

Some Fed watchers predict officials will cut their benchmark
by half a percentage point, but the signal is that they will
eschew a bigger move in favor of a quarter point reduction.
They will likely also leave open the possibility of further
action down the road as they seek to sustain the record-long
U.S. expansion and kick start inflation.

“While the Fed cutting rates by a quarter point will hardly
be a surprise to financial market participants — as it has
been well advertised and is priced in with a relatively high
probability — the broader question will be how the Fed
telegraphs its intentions regarding additional easing,” said
Carl Riccadonna, chief U.S. economist at Bloomberg Economics.
“Policy makers are keen to avoid getting ‘bullied’ by the



markets into more than 50 to 75 basis points of rate
reductions.”

The Fed isn’t the only event with the ability to shape the
outlook for the global economy this year.

On Monday, U.S. Trade Representative Robert Lighthizer and
Treasury Secretary Steven Mnuchin are set to travel to China
for for the first high-level, face-to-face trade
negotiations between the world’s two biggest economies since
talks broke down in May.

Then on Friday, the monthly payrolls report will shed light on
whether the Fed’'s move was necessary. Economists surveyed by
Bloomberg predict a 166,000 gain in non-farm jobs in July,
slower than the 224,000 of June.

If that’s not enough, Bank of Japan policy makers meet on
Tuesday amid calls to reinforce their commitment to low rates
and Brazil’'s central bank may cut rates on Wednesday. Thursday
sees the release of global manufacturing data amid concerns
many industries are already suffering recession.

Here’s our weekly rundown of other key economic events:

U.S.

As Fed officials begin their discussions on Tuesday they will
have some more data with which to assess the economy. Personal
income, pending home sales and consumer confidence statistics
are all due that morning. Then on Thursday, the ISM
manufacturing report 1is expected to show industry 1is
stabilizing and continuing to expand. Friday’s trade data will
be pored over for evidence that the skirmish with China is
having an effect. Also next week, the Treasury will say on
Wednesday how much money it needs to borrow amid rising budget
deficits.



Europe, Middle East and Africa

It’'s a big week for data after European Central Bank President
Mario Draghi last week paved the way to cut interest rates in
September and perhaps relaunch bond-buying. Tuesday is set to
witness another decline in euro-area confidence while the
following day is likely to confirm that the economy slowed in
the second quarter to half the pace of the 0.4% of the prior
three months. Inflation data the same day is expected to show
consumer price growth languishing well below the ECB’s target
of just below 2%. Thursday sees the release of purchasing
managers indexes.

New Uncertainty Gauge Shows Damage to
Euro-Area Economy

mEconomic Policy Component
mFinancial Market Component
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In the U.K., the Bank of England publishes 1its latest
forecasts on Thursday with Bloomberg Economics reckoning it
will turn more dovish as the Oct. 31 Brexit deadline nears.
The Czech central bank is predicted to leave its benchmark
unchanged at 2% on Thursday.



Overheating Economy?
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Turkey’s new Central Bank Governor Murat Uysal will face
public questioning for the first time on Wednesday when he
presents the quarterly inflation report. The 1lira was
relatively unscathed after a 425-basis-point interest-rate cut
at his first meeting, the largest in recent Turkish history,
investors will be curious as to whether he shares President
Recep Tayyip Erdogan’s wunconventional belief that high
interest rates cause inflation. Banks across the Persian Gulf
region will probably move to ease if the Fed cuts as expected.

Turkish Central Bank’s Inflation Forecast
in Line With Consensus
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Asia

Bank of Japan policy makers finish a meeting on July 30. About
a third of economists in a survey published last week said
they expect policy makers to strengthen their pledge to
maintain rock-bottom interest rates rather than do nothing and
risk a sharp appreciation of the yen should the Fed cut rates.
Still, some officials see little to be gained from such a
tweak, according to people familiar with the matter. Data
released on Tuesday is forecast to show industrial production
shrank again in June amid weak external demand.

Easy Does It

In China, Bloomberg Economics says purchasing managers’
indexes will probably remain in contractionary territory as
pressure on exporters persist. Elsewhere, a report on Thursday
is set to show South Korean exports slid for an eighth
straight month which will unnerve those already worried about
global trade. Inflation data for Australia, Indonesia, South
Korea and Thailand will help inform central bankers.



Latin America

Brazil’'s central bank is widely expected to cut borrowing
costs on Wednesday with economists and traders debating how
deep it will go. The following day, July industry output data
may shed light on whether Latin America’s largest economy
slipped into technical recession in the first half of the
year. Mexico will learn if it was able to avoid a technical
recession on Wednesday, when the national statistics bureau
releases preliminary output data for the second quarter.

Subdued Inflation

Inflation is below 4% in Brazil, Mexico, Colombia, Peru and Chile

BLima CPI YoY Brazil CPI IPCA YoY M Colombia CPI Yo¥ M Chile CPI YoY B Mexico CPI YoY

2015

Source: Bleamberg Bloomberg @

First Annual Eastern
Mediterranean Energy
Leadership Summit
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. First Annual Eastern Mediteranean
Energy Leadershtp Summtt

Interest in the Eastern Mediterranean has increased during the
last years with the discovery of major gas fields such as
Tamar, Leviathan and the giant Zohr field in Egypt. These have
opened up major opportunities for new discoveries, but also
for oil and gas investments in the region.

The First Eastern Mediterranean Energy Leadership Summit will
be held at the Divani Apollon Palace & Thalasso in Athens,
Greece, from October 1 — 2, 2019. The event 1is organized by
the Transatlantic Leadership Network, the University of
Piraeus — MSc in Energy: Strategy, Law & Economics of the
Department of International & European Studies, and SGT S.A.

Held at the Ministerial level, the Summit will gather together
senior government officials and business executives from the
energy market to identify crucial opportunities and challenges
for continued commercial and geopolitical cooperation. Invited
countries include the United States, members of the Three Seas
Initiative, and <countries surrounding the Eastern
Mediterranean Region. During the conference diverse thoughts,
ideas and best practices will be presented on how Eastern
Mediterranean countries can best take advantage of their
geographical positions and exploit available energy resources
to secure a more reliable, self-sufficient and environmental
sustainable energy supply.



Download Summit Details
Topics of discussion:

= The Future of 0il & Gas in the Eastern Mediterranean:
Alternative Scenarios and Policy Perspectives

= Security Dimensions of Transatlantic Energy Cooperation:
The Effects on the Eastern Mediterranean

» Opportunities for Energy Cooperation in the Eastern
Mediterranean: Project View

» Building a Framework for Regional Energy Cooperation and
Integration

 Energy Developments in South East Europe. The Challenge
for the Region

» Market Trends: Predicting Winners and Losers

 Regional Electricity Market Dynamics

» Investment Outlook: Required Financial Resources and
Remaining Challenges

= Removing Barriers and Exploiting Opportunities

SPEAKERS

[x]

Kocho Angjushev

Deputy Prime Minister
Republic of North Macedonia

[x]
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Enver Hoxhaj

Deputy Prime Minister
Republic of Kosovo

(x]

Francis R.Fannon

Assistant Secretary, Bureau of Energy Resources
U.S Department of State

=]

Mirko Sarovié

Minister of Foreign Trade and Economic Relations
Bosnia and Herzegovina

[x]

Roudi Baroudi

CEO
Energy & Environment Holding, Qatar

=]

Yannis Bassias

President & CEO
Hellenic Hydrocarbon Resources Management

[x]

Dr. Stephen Blank

Senior Fellow for Russia
American Foreign Policy Council

(x]



Ambassador John B. Craig

Senior Partner
Manaar Energy Group, Abu Dhabi

(x]

Ioannis Desypris

Director, Regulatory Affairs
Mytilineos S.A., Greece

=]

Prof. Nikolaos Farantouris

Chair, Legal Affairs, EUROGAS, Brussels & General Counsel,
DEPA, Greece

[x]

Michael Haltzel

Chairman of the Board
Transatlantic Leadership Network

=]

Dr. Symeon Kassianides

Chairman
Natural Gas Public Company (DEFA)

[x]

Athanasios G. Platias

Professor of Strategy
University of Piraeus

(x]



H.E. Geoffrey Pyatt

U.S. Ambassador to the Hellenic Republic
[]

Megan Richards

fmr. Director, Energy Policy in Directorate General for Energy
European Commission

(x]

Jean-Luc Saquet

General Manager
GreenPower 2020, France

=]

Dr. Ali Abu Sedra

Law expert in Petrochemicals, Former Legal Advisor to the
Ministry of 0il, Libya
[x]

Piotr Sprzaczak

Head of Infrastructure Unit
Naczelnik Wydziatu Infrastruktury

=]

Sasha Toperich

Senior Executive Vice President
Transatlantic Leadership Network

[x]



Dr. Aristotle Tziampiris

Professor of International Relations, Chair of the Department
of International and European Studies
University of Piraeus

=]

Joseph F. Uddo III

Deputy Assistant Secretary for Energy Innovation and Market
Development
United States Department of Energy

Sponsors

[x]
[x]
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His Excellency Anténio Guterres
Secretary-General

United Nations

United Nations Secretariat

New York, NY 10017

U.S.A.

Re: Maritime Boundary Disputes in the Eastern Mediterranean:
Crises and Opportunities

Excellency:

I write to request your urgent intervention in defusing a
looming crisis directly affecting the vital interests of all
coastal States in the Eastern Mediterranean as well as,
indirectly, those of dozens of others in Europe, Asia and
Africa. Specifically, your assistance is required to help
resolve the inter-related maritime boundary disputes among the
coastal States of the region in accordance with the principles
and processes enshrined in the United Nations Charter and
international law.

These longstanding boundary disputes have contributed to
numerous confrontations between States in the past. The number
and severity of international crises currently raging in the
region and its periphery have increased tensions to dangerous
levels. In addition, the relatively recent discovery of
abundant oil and gas deposits offshore of several Eastern
Mediterranean countries has dramatically raised the economic
stakes attaching to maritime boundary disputes. As a result,
several major powers — including the United States, the United
Kingdom and France, on one side, and the Russian Federation,
on the other — have significantly increased their naval and
other military activities in the region. The presence of



dozens more warships and warplanes in such a relatively
enclosed geography virtually guarantees an increase 1in
friction. As a result, it imperils the maintenance of peace
and security in the region, and it hampers the economic
development of the relevant coastal States and their peoples.

Only one thing can provide a chance for the lasting stability
that has eluded the Eastern Mediterranean for so long: an
integrated, interdisciplinary approach, based on “best law”
and “best science”, one that resolves these maritime boundary
disputes justly and fairly. The United States has used its
good offices to promote, support, or even mediate various
forms of dialogue among States in the region, and appears to
have made some progress (especially between Lebanon and
Israel). While this effort has helped to contain mounting
tensions, it has yet to resolve any of the key maritime
boundary disputes in the region.

Excellency,

The best hope for effectively settling these matters in a
timely fashion 1lies in greater involvement by the United
Nations. The manner of that involvement may vary from case to
case depending on the circumstances, but in general, only the
UN and its institutions have both the legal and the moral
authority to lead such processes to just and fair conclusions.
I know I speak for millions of people I have never met when I
respectfully request your personal intervention at this
critical juncture.

The seven coastal States currently involved — Cyprus, Egypt,
Greece, Israel, Lebanon, Syria, and Turkey — are all UN Member
States. A possible eighth coastal State, Palestine enjoys both
non-Member Observer State status at the UN, as well as
official recognition by more than two-thirds of UN Member
States. Cyprus, Egypt, Greece, Lebanon and Palestine have all
signed and ratified the 1982 United Nations Convention on the
Law of the Sea (UNCLOS). Israel is a party to the 1958



Convention on the Territorial Sea and the Contiguous Zone, and
to the 1958 Convention on the Continental Shelf. The latter
treaty has also been signed and ratified by Cyprus, while
Lebanon has signed but not ratified the 1958 treaty. Syria and
Turkey are not parties to any Law of the Sea treaties, but
they are still bound by relevant rules of customary
international law.

The International Court of Justice (ICJ), which is the UN’s
principal judicial organ, has affirmed in multiple cases that
the maritime delimitation rules contained in UNCLOS reflect
customary international law and, as such, are applicable
generally. A body of jurisprudence regarding maritime boundary
delimitation has developed through two dozen decisions by
international courts and tribunals rendered over the past
half-century. This jurisprudence offers an authoritative
guide for coastal States in solving their maritime boundary
disputes.

In addition, like the legal framework and processes, the
scientific landscape 1is now better defined — and therefore
more predictable — than ever before. The latest mapping
technologies and techniques are so reliable that what were
once unpredictable variables can now be estimated with amazing
precision. This means that any international court or arbitral
proceedings or other means of maritime boundary dispute
resolution are rooted not just in the same laws and rules, but
also in the same science. As a result, governments can now
enter into such processes and predict, with a high degree of
certainty, what the outcomes will be, removing much of the
guesswork that might otherwise cause them to demur or delay.

For purposes of the legal and scientific rules applicable to
maritime boundary delimitation wunder contemporary
international law, a total of 12 maritime boundaries can be
said to cover the maritime spaces for the seven coastal States
in the Eastern Mediterranean. At present only two bilateral
maritime boundary treaties have been signed in the region: 1)



the Agreement between the Republic of Cyprus and the Arab
Republic of Egypt on the Delimitation of the Exclusive
Economic Zone of 17 February 2003 (entry into force 7 March
2004); and 2) the Agreement between the Government of the
State of Israel and the Government of the Republic of Cyprus
on the Delimitation of the Exclusive Economic Zone of 17
December 2007 (entry into force 25 February 2011). This means
that no fewer than 10 potential boundaries and more than six
tri-junction points (or “tri-points”) — i.e., more than 83% of
the total maritime area of the Eastern Mediterranean — remain
unresolved or in dispute.

As of April 2019, all seven coastal States in the Eastern
Mediterranean had active offshore hydrocarbon industries, with
approximately 238,135 square kilometers of waters covered by
some 231 available 0il and Gas Blocks, representing just over
51% of the total offshore waters in the region. Of the
present-day blocks currently on offer, up to 36% can be
classified as “contentious” due to uncertainties regarding the
exact locations of maritime boundaries.

As a consequence of the uncertainties surrounding the vast
majority of the maritime boundaries in the Eastern
Mediterranean, future economic development stemming from
seabed hydrocarbon discoveries and exploitation will be
negatively affected, thereby reducing overall revenues for the
region. (NB: for the Mediterranean Sea as a whole, there are
95 maritime boundaries, of which only 31 (or 32%) are
treatied, while 64 (or 68%) remain unresolved or in dispute.)

As you well know, according to Article 33 of the UN Charter,
“[t]lhe parties to any dispute, the continuance of which 1is
likely to endanger the maintenance of international peace and
security, shall, first of all, seek a solution by negotiation,
enquiry, mediation, conciliation, arbitration, judicial
settlement, resort to regional agencies or arrangements, or
other peaceful means of their own choice.”



Given the rights and duties enumerated under Article 33, and
following the successful precedent set by your predecessor in
facilitating the 2016 agreement between Gabon and Equatorial
Guinea to have their maritime boundary dispute referred to the
ICJ, I humbly request that you consider appointing a Special
Advisor and publicly expressing your readiness to launch a UN
mediation process aimed at resolving similar disputes in the
Eastern Mediterranean. Your personal engagement and imprimatur
are of vital importance to help the affected countries succeed
in resolving their boundary disputes peacefully and 1in
accordance with international law.

It should be noted, too, that while even the active role of
the United States is insufficient, on its own, to bring about
the resolution of all boundary disputes in the Eastern
Mediterranean, its continuing engagement is almost certainly
necessary. Given that US mediation has been particularly
helpful for limiting tensions in one of the region’s most
dangerous relationships — the one between Israel and Lebanon -
its backing of UN efforts on other fronts looks a lot like a
prerequisite for success.

The aforementioned steps would help instill new momentum in
the process — and confidence in the parties — at a critical
time, when recent discoveries of o0il and gas deposits 1in
maritime zones of overlapping jurisdictions demand major
investment decisions by foreign investors and the national oil
companies of the countries involved. Offshore seabed
hydrocarbon activities in recent years have resulted in a
series of important discoveries, including two massive finds:
Leviathan, discovered off the Israeli coast in December 2010
and reported to hold 22 trillion cubic feet (Tcf) in gas
reserves; and Zohr, discovered off Egypt in August 2015 and
reported to contain 30 Tcf. Both discoveries, which are
proceeding to the development stage, lie in close general
proximity to the boundaries delimited by the aforementioned
bilateral treaties.



Once a Special Advisor has been appointed by you, it would be
even more helpful if you could facilitate a multi-party
ministerial meeting on the boundary disputes in the Eastern
Mediterranean at UN Headquarters in New York, at the UN Office
in Geneva, or at some other convenient and appropriate
location. Preparatory meetings by technical teams representing
the countries involved, assisted by neutral experts 1in
maritime delimitation, could be organized before such a high-
level meeting, a process that could then be replicated for
additional sessions going forward.

Excellency,

Your active leadership in securing mutually acceptable
solutions for the maritime boundary disputes in the Eastern
Mediterranean would not only help strengthen respect for the
international rule of law, but also would contribute to
lasting peace and improved neighborly relations in the region.
In addition, the peaceful resolution of these disputes would
likewise constitute a source of inspiration for countries
facing similar challenges around the world.

Thank you for your consideration.

Very truly yours,

Roudi Baroudi
Energy Economist



An open letter to U.S.
Secretary of State Mike
Pompeo
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RE: Your Visit to Lebanon — Energy Diplomacy
Dear Mr. Secretary:

Your visit to Lebanon comes at a moment of both rare
opportunity and significant peril for this part of the world.
I note this not only as a citizen of Lebanon, but also as a
resident of the long-troubled Euro-Mediterranean region, and
my purpose is to avert a new round of instability for my
country and its neighbors.

Multiple world-class hydrocarbon deposits have now been
discovered beneath the Eastern Mediterranean Sea, offering a
historic chance to upgrade the regional economy, reduce or
eliminate poverty, calm regional tensions, improve security
and 1increase 1international cooperation. Unfortunately,
development of these resources is being delayed because so few
states have agreed to maritime borders with their neighbors.
Setting aside the fate of Palestine, there are 12 “Frontier”
boundaries among the seven main coastal states — Greece,
Turkey, Cyprus, Syria, Lebanon, Israel and Egypt — and only
two (17 percent) have been settled by bilateral treaties
meeting current Law of the Sea standards. In a region
containing more than $1 trillion worth of o0il and gas,
therefore, 83 percent of the maritime borders remain
unresolved, posing significant risks to development in several
countries — including Lebanon.

With so much of the region facing severe economic problems,



the need to expedite development and the ensuing revenues
could not be more urgent. Luckily, however, modern mapping
technologies now make it possible for LOS applications to
settle all such offshore disputes peacefully, and to do so
with both relative ease and near-absolute accuracy.

These solutions are exceedingly relevant to your visit. Your
meetings here will deal with multiple topics and the linkages
among them, but the most portentous is the perennial U.S.
project to foster agreement on maritime boundaries in the
Eastern Med, in particular that between Lebanon’s Exclusive
Economic Zone and Israel’s. This is the single area in which
U.S. policy has the greatest capacity to effect positive
changes — but also the greatest potential for unintended
consequences.

Lebanon was one of 50 founding signatories to the United
Nations Charter in 1945. Ever since, Lebanese foreign policy
has been seated in the Charter’s terms, chief among them the
obligation to always seek peaceful resolutions of
international disputes. That commitment remains very much
intact, and this despite the difficult circumstances that
Lebanon has long faced as a front-line state in the Arab-
Israeli conflict.

Despite — and at least partly because of — their country’s
difficult location and flawed system of government, the
Lebanese exhibit tremendous powers of resilience and an
uncanny ability to reinvent themselves. Whatever the crisis,
the people of this country are highly adept at making the
necessary adjustments. But this cycle cannot continue
indefinitely, especially when the national debt is equivalent
to more than 150 percent of GDP. Indeed, at a recent aid
conference in Paris, donor countries made it clear that their
pledges will not materialize unless and until Lebanon
implements sweeping reforms, serious anti-corruption measures,
and other meaningful steps to get its financial house 1in
order.



Notwithstanding these and other challenges, we may be on the
cusp of a prosperous new era. I refer, of course, to the
potentially large quantities of offshore hydrocarbons that
Lebanon hopes to start tapping in the coming years. If and
when production starts, the impacts will be nothing short of
game-changing. Just producing natural gas for its own
consumption would allow Lebanon’s most important power
stations to stop running on the fuel oil and gasoil that
increase operating costs, burn dirtier, and wear down
generating equipment.

Based on what I’'ve learned from 40-plus years in the energy
business, that would just be the beginning because Lebanon
also stands to become an energy exporter, opening up
substantial new revenues. First, the state would be able to
slash deficit spending, borrow at lower rates, and start
retiring its debt stock. Next, the government would have the
wherewithal to make unprecedented investments in roads,
schools, hospitals, and other essential infrastructure.
Coupled with the direct and indirect opportunities generated
by the emerging energy sector, this would have an immediate
and prolonged stimulus effect, leading to tens or even
hundreds of thousands of well-paying jobs. It would also make
the entire economy more competitive, provide our youth with
the education they need to thrive in the 21st century, and
give all Lebanese access to quality health care. If wisely
managed, gas revenues also could eradicate the poverty and
accompanying social inequalities that provide terrorist groups
with such fertile recruiting grounds.

I have no doubt that we Lebanese can make our country work,
but we need to make difficult choices and craft workable
solutions on our own, not implement those demanded by a
foreign power — ANY foreign power, no matter how well-
intentioned. In fact, many of our current problems stem
precisely from decisions that were made in haste, under
outside pressure, and/or without sufficient domestic



consensus. Nonetheless, many Lebanese are grateful for the US
role in mediating the EEZ issue with Israel; on the other
hand, many others suspect that Washington’'s purpose 1is not to
facilitate a fair deal, but rather to impose a lopsided one
that favors Israel. Any Lebanese government that signs such a
deal will face a significant loss in perceived legitimacy, a
significant rise in domestic opposition, multiple resignations
by key Cabinet ministers, and possibly the end of its ability
to govern.

There are plenty of hydrocarbons in the Levant Basin for all
rightful claimants to receive what is rightfully theirs, and
no Lebanese is asking for special favors, just fair and equal
treatment. The facts of Lebanon’s EEZ case are immutable,
starting with the correct location of the land border at Ras
Nagoura, which was established under the 1949 Armistice
Agreement and can now be precisely situated by precision
mapping techniques. All else flows from that, and in any
judicial proceedings, each scientific element is weighed
against a common set of LOS rules, which derive primarily from
three sources: 1) the 1982 U.N. Convention on the Law of the
Sea (UNCLOS), a project originally conceived by then-U.S.
President Truman and now adopted by 168 countries as the basis
for the only global LOS rulebook; 2) the principles and
procedures laid down in UNCLOS and subsequent amendments; and
3) the precedents established by UNCLOS’ court, the
International Tribunal for the Law of the Sea (ITLOS), and
other relevant 1legal proceedings. By all objective
observation, technological advances have reached the point
where their effect is decisive. In fact, all 13 of the most
recent court cases have been adjudicated primarily on the
basis of precision mapping.

Based on the rules and the science, then, there can be little
doubt about what a verdict in this case would mean: Lebanon
would be awarded most of the 881 square kilometers in dispute.
So should it be in any out-of-court settlement. We know this



because whether delineation is determined inside or outside a
courtroom, the same rules apply and the same science drives
the outcome: the lines are drawn according to science in the
form of the best available maps (which can now be ordered up
and received within five business days at most) of the two
states’ coastal zones. In fact, by some reckonings, preparing
an LOS case is now 80 percent scientific work and only 20
percent legal procedure. Crucially, too, Israel has accepted
the applicability of the LOS rules by having agreed to them as
the basis for its 2010 EEZ treaty with Cyprus.

Of course, you know the complications: Israel is not a
signatory to UNCLOS, so an ITLOS verdict is impossible, and
Lebanon does not recognize Israel, so bilateral negotiations
are out. Hence the need for outside mediation, and hence the
constructive and perhaps indispensable role of the United
States, depending on what role it decides to play. If America
acts as an arbiter, the end-result cannot be in doubt because
it will be based on science and the LOS rules. Such an
exercise of fair play could give the entire region a chance to
defuse tensions and change direction — and help achieve U.S.
goals for the region in terms of security and cooperation. On
the other hand, should the United States decide to act
primarily as Israel’s advocate, it will not be possible for
the Lebanese government to accept any proposal that strays
materially from the rules and the science.

Mr. Secretary,

Since we already know the destination, and that it would
benefit both parties, why not take the shortest and surest
route? Advise the Israelis to accept a fair EEZ arrangement in
a timely fashion, make sure they (and we) honor both the
letter and the spirit of that arrangement, and convince them
to stop threatening the Lebanese with war. Then watch a shared
financial incentive for calm work its magic. The resulting
drop in tensions would surely abet another U.S. goal by
reducing the threat of trouble at the border, and the longer



the Israelis refrained from provocations, the less incentive -
and less support — any other actor would have to rock the
boat. And were the United States to broker a balanced solution
here, it would strengthen its ability to mediate among other
nearby states — especially Cyprus, Greece, and Turkey — and
therefore have a stabilizing effect on the entire region.

I, for one, hope that the United States, partly in concert
with other actors like the U.N., will continue to use its good
offices to help resolve the EEZ matter as equitably as
possible. I also hope that progress in this effort will open
the way for meaningful internal dialogues, too, about far-
reaching reforms on the political and economic levels. In
short, Mr. Secretary, we Lebanese need to get real, and the
United States can help us do that — but only if it means to
help Lebanon, not just Israel, and all Lebanese, not just some
of us.

Sincerely,

Roudi Baroudi



Energy Economist
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