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Event Overview 

Lebanon’s Oil and Gas Round Table event was organized by Maison Du Futur (MdF), a research, 
analysis, and dialogue institution focusing on the Middle East and Arab world, and EI, an 
international, leading independent provider of objective insight on issues and events affecting 
the global energy complex. The one-day event held on April 21st 2017 amid Lebanon’s first open 
licensing round, included a private roundtable discussion aimed at facilitating dialogue between the 
Lebanese government and potential stakeholders in the development of the country’s oil and gas sector.  

Event participants included diplomats and representatives of the Lebanese government, international oil 
companies (IOCs), international oil service companies, the Lebanese financial sector, Lebanon’s elite 
legal firms, academic institutions, insurance, and petrochemical sectors. The objective of the event was 
to assess the country’s readiness to enter the international oil and gas scene and place Lebanon on the 
potential producer map. The event shed light on the diverse perceptions and expectations of the 
Lebanese potential gas sector through the lens of different participants. 

Discussions centered around four key themes as follows, each addressed through a separate session: 

1- Unlocking Lebanon’s Gas Potential 
2- Lebanon’s Policy and Regulation in a Deep Offshore E&P and Low Price Environment 
3- Marketing, Risk, and Opportunities 
4- Direct Economic Impact of Oil and Gas Exploration in Lebanon 

Each session included four to five speakers and a session moderator. Additionally, EI conducted short 
surveys of four to six multiple choice questions at the beginning of every session to assess the 
audience’s perception ahead of the discussions. The results were shared and discussed at the end of 
each session. Panel discussions converged onto valuable insights pertaining to the challenges and 
opportunities facing oil and gas development of the East Med, particularly Lebanon. 

EI and MdF’s key recommendations are: 

1- Maintain and enhance communication between oil and gas experts in government or the private 
sector, and the Lebanese public through unbiased, objective, and specialized outlets, including 
local media.  

2- Grow trust between government entities involved in the oil and gas sector development and the 
local community through continued transparency and dialogue.  

3- Specialized, focused follow-up workshop addressing the event recommendations need to be 
planned and organized to promote the country’s readiness for developing its oil and gas sector.  
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Operating Under Uncertainty 

Lebanon values the importance of technology in a forgone era of easy oil and gas exploration. Extensive 
belowground seismic studies were conducted to attenuate aboveground risks. The country’s significant 
2D and 3D offshore seismic surveys conducted over the years revealed a promising potential for 
offshore hydrocarbon resources development. Data assessment results coupled with good governance 
through an attractive legal framework have put Lebanon in a promising position to benefit from its gas 
potential. Lebanon’s geology is similar to Egypt’s Zohr without being a continuation of the geology. 
Extensive seismic data collection will also shorten the period separating exploration and first well 
drilling, and will consequently reduce the offshore exploration risk. This increases the fields’ exploration 
attractiveness even with currently low gas prices.  

Despite a promising outlook, the path to exploration has been brought to a temporary halt due to local 
political paralysis, which investors perceive as a high risk environment and limits their likelihood to 
invest in the country’s oil and gas sector.  

The status of delineation of the maritime borders with all of Lebanon’s neighbors was also discussed.  

 

Audience participants were interested in understanding current agreements and implications of the 
maritime boundary divisions with neighboring countries. In fact, the majority of blocks have no maritime 
boundary concerns. Blocks were selected with differing geology to afford flexibility in exploration and 
pricing. 

The Lebanese financial system is resilient and has the ability to play a key role in the financing of oil and 
gas projects, although the local economy is burdened with high national debt levels. However, vital laws 
have to be approved in parliament to facilitate public-private partnerships that are key for the sector’s 

Key points and recommendations: 
• Comprehensive 2D and 3D offshore seismic surveys reveal promising offshore gas 

potential and reduce exploration risk 
• Most blocks have no maritime boundary concerns 
• The Lebanese financial system is resilient and capable of playing an essential role in 

financing oil and gas projects  
• Vital laws need to be approved in parliament to allow for public-private partnerships 
• Expectations on the size of potential finds need to be managed realistically 
• The audience is confident and holds high expectations in the oil and gas sector 

development’s immediate positive impact on the local economy 
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development. While banks’ role is typically minimal at the exploration phase, Lebanese banks are ready 
to play an active role in the production phase, and subsequently to assist in the development and 
growth of related sub-sectors, including midstream and downstream infrastructure. 

 

Setting-Up the Landscape for Oil and Gas Development 

Below ground challenges are dealt with by the Lebanese Petroleum Administration (LPA) while above 
ground challenges are mainly political and have cost the sector many delays due to a prevailing status of 
political stalemate. Once the exploration phase has started, the industry is less likely to be impacted by 
political risk. Lebanon has adopted the three layered governance system which requires the approval of 
the LPA, the Minister of Energy and Water, and the Council of Ministers, to ensure more transparency. 

While Lebanon cannot mitigate under-ground risks, it can mitigate regulatory risks by establishing clear 
policies, regulations and roadmaps. IOCs seek predictability, transparency and stability which Lebanon is 
striving to offer through its legal framework and three-layered governance. One concern is the lack of 
clarity on the draft law of Sovereign Wealth Fund (SWF), including details pertaining to the fund 
revenues control, management, and investment strategy. Despite some skepticism on the regulations’ 
transparency, the general consensus was that Lebanon’s model contract is up to the industry’s legal 
standards. The model contract set in place by the LPA is the result of years of research and is up to 
industry standards. The LPA integrated international transparency measures and joined the EITA to 
ensure Lebanon meets international standards pertaining to transparency. EITA standards will be 
applied to the Lebanese transparency law. 

The legal framework for the Exploration and Production Agreement (EPA) was also discussed at length. 
The EPA contract was carefully studied over the years. It is prone to disputes because of its long-term 
implications, high financial stakes, substantial number of biddable items such as pricing and production, 
technical complexities, and involves legal aspects of both international and private law. The dispute 
resolution clause is typically the first aspect looked at by IOCs. 

The SWF currently being put in place by the LPA and the government presents several legal challenges, 
including institutional weakness, corruption, high fiscal deficit and debt, risks of direct and indirect 
raising, recurring budget approval issues, and lack of macroeconomics policy. The SWF should be 
operational prior to profit generation. Independence and accountability will be crucial to ensure good 
governance, as well as specific rules on allocation and withdrawal to avoid corruption. 

Furthermore, discussions were held over the model contracts securing a proper share of revenues to the 
Lebanese government, as well as the timing to establish a national oil company. Participants agreed that 
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these topics need further discussions and that a complete integration of an oil policy within a broader 
economic policy is still missing in Lebanon.  

The Lebanese economy is burdened by the national fiscal debt of over $70 billion in 2016 and a huge bill 
of electricity and wages along with a disparity of wealth distribution among the population where 67% 
of the Lebanese live below $10,000 and 50% of Lebanese wealth is handed by only 0.3% of the Lebanese 
population. On the other hand, Lebanon’s financial sector fared extremely well with customer deposits 
increasing by 70% in 2016. The Lebanese banking sector has the ability to finance infrastructure needs, 
has high liquidity in foreign currencies, is fully compliant with all international regulations and is very 
active in financing the private and public sectors. The banking sector’s strength can be utilized in the 
development of the sector at times of commercial finds. As for the exploration phase where the risk is 
high, IOCs usually assume most of the risk while the banking sector does not play an active role. Gas will 
have an important impact on the banking and economic sectors as expected revenues from gas will 
reduce the size of the Lebanese debt and will help improve Lebanon’s ratings. However, there are 
important laws pending in parliament which would open the door for the much-needed public private 
partnership in developing the oil and gas sector.  

The set expectations on the oil and gas sector development and its impact on the local economy carries 
the risk of overshadowing current concerns and issues facing the Lebanese economy, and leading to a 
lack of economic planning and debt management strategy.  

The creation of an SWF will lead to the development of the economy with part of the returns going 
towards decreasing public debt. Although the draft law for the SWF is not necessary at this point of time 
since gas is not monetized yet, it is required for the public view. A practical application for the law would 
be within a three-staged approach, the first being lowering debt to a more substantial level. Second, 
debt reduction will continue in parallel with building up of the fund to stabilize and act as a buffer, while 
the last stage will be the accumulation of long term savings. The fund assets should not be invested in 
the local economy as to prevent its overheating. Gas development should help Lebanon create new jobs 
and secure investments. However, job creation will start with the production phase as most of the 
seismic data is already collected. 

Lebanon is blessed with a vast pool of expatriates of 12 million people. But for Lebanon to lure them 
back to their home country, it will need to set a good example of how it can manage a sustainable 
resource. The American University of Beirut has already signed a MOU with the LPA for future 
cooperation. But one major challenge for the development of the Lebanese local content is the ability to 
provide vocational training to secure the welders, electricians, plumbers, and many other technicians 
needed for the sector’s development. Panelists discussed the country’s preparedness to provide 80% of 
the workforce needed from the local market as set in the regulations. While the Lebanese diaspora 
offers great potential talent, Lebanon needs to attract them by providing good and sustainable 
management to its gas sector.  
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Concerns over infrastructure readiness were also discussed. Initially, little onshore infrastructure 
development is needed to support production activities. Several onshore sites are being considered to 
meet subsequent production needs. Infrastructure support was deemed important, and in the case of 
Lebanon, unlikely to delay the hydrocarbon sector development.  

The Path to Commercialization 

Lebanon has attracted 52 prequalified companies for its licensing round scheduled in September 2017. 
The abundance in hydrocarbons in the Lebanese offshore represents a good opportunity, and the fact 
that Lebanon had already completed 80% of the 3D seismic and 100% of the 2D seismic surveys will 
accelerate the exploration phase and de-risk the offshore. Good governance and an attractive legal 
framework set Lebanon apart among other regional players. Israel was less successful in attracting IOCs 
in its current opened bid round and had to extend its originally set deadline in the hope of increasing the 
number of participants, while Lebanon launched its roadmap regarding offshore exploration. 

Lebanon is uniquely positioned to exploit several potential gas markets. Since assessing gas 
development costs and pricing requires a secured demand market, Lebanon should focus initially on 

Key points and recommendations: 
• The Lebanese people should manage their expectations regarding the oil and gas 

sector and its impact on their lives and need some form of a cultural change to 
achieve sustainable cooperation between the public, private and the education 
sectors 

• Comprehensive seismic studies will shorten exploration to first well drilling period 
• Regulatory risks can be mitigated by establishing clear policies and regulations 

through a proper legal framework 
• Lebanon’s model contract is up to the industry’s legal standards 
• The Lebanese banking sector is active in financing the private and public sectors, 

and is capable of financing infrastructure needs for oil and gas development  
• Details on the SWF draft law are needed to satisfy the public’s concern and 

transparency and ensure the fund effectively contribute to the country’s economic 
development 

• Lebanon should invest in vocational training institutions that will provide much 
needed skills to meet the sector’s development requirements 

• Addressing the complexity of the oil and gas sector in Lebanon should be through a 
public- private- academic partnership. The LPA, council of minister, central bank, 
financial institutions, local companies and academic institutions all have an 
important part to play  

• Lebanon has important legislating laws governing the development of the gas sector 
which will need to be approved for investments to picks up. These laws include the 
Sovereign Wealth Fund law, the taxation law and the public-private partnership law 
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developing its domestic market. The Lebanese Ministry of Energy and Water is conducting a gas market 
assessment where the power sector plays a vital role in the short term, with more than two thirds of 
existing and planned power plants are designed to run on natural gas. 

Lebanon has a geographical advantage for export as it is linked to several export routes and markets. 
Although Lebanon has not established a clear vision on its gas transport network and markets, various 
options are considered, including transport through the existing Arab Gas Pipeline, a new potential 
offshore pipeline to Turkey, and LNG. Regional markets include Jordan and Turkey. While Europe is the 
obvious choice for LNG export, market penetration will be challenging for Lebanon amid fierce 
competition from Russia, Qatar, and Algeria. 

The best way to monetize gas, from the point of view of one IOC, is through export routes which are 
highly dependent on volumes discovered.  For instance, the Cyprus discovery is relatively small and does 
not justify the cost of building a pipeline nor an LNG plant. Lebanon needs to assess the size and time of 
its potential discoveries in order to set a realistic plan for its export strategy, with several potential 
options available.  

The fastest and cheapest option is using the only existing cross-border pipeline in the East 
Mediterranean - the Arab Gas pipeline - which can be extended to Turkey via Syria or be linked to the 
Trans-Anatolian Natural Gas Pipeline (TANAP). However, the Syrian war may have complicated the 
expansion plans and any future plan will be dependent on the post-war relationship between Syria and 
Turkey. A second option would be an offshore pipeline from Lebanon to Turkey but the size of the 
discovery will have to be significant to justify such an option and Lebanon will have to address its 
maritime border issues with Syria and Cyprus. Israel and Cyprus have been discussing an East Med 
pipeline in conjunction with Italy, but Lebanon cannot be part of these talks. The proposed offshore 
pipeline will cost between $5.3 and $6.4 billion with a final investment decision expected by 2020.  

A third option is exporting Lebanese gas to Egypt’s two LNG plants through reversing the natural flow of 
the Arab Gas pipeline. Lebanese gas can then be exported to southern Europe. However, pricing issues 
and Egypt’s rise of gas production could prove this scenario challenging. Other cheaper options include 
floating LNG plants which are typically good for fields that are less than 5 Tcf. 

Potential export markets for the Lebanese gas are the neighboring countries of Jordan and Turkey. 
Turkey is a gas hungry country and is trying to position itself as a gas hub but has a diversity of supply 
and is looking to import Russian gas via the proposed Turkstream. Despite Egypt turning into an LNG 
importer in the past years, gas production has picked up with the recent discoveries and may turn the 
country back into a gas exporter. Europe, on the other hand, is well supplied by cheaper Russian gas 
although some see LNG as playing an increasingly vital role in energy imports. Eastmed gas would have 
to be priced around $7 per mmbtu to reach Europe which could put it at a disadvantage against cheaper 
supplies from Russia, Algeria and Qatar. Although Arab countries in the Middle East are in close 
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proximity to Lebanon and have growing gas demand, infrastructure challenges will make it harder for 
Lebanon to seek a gas market there. The sooner Lebanon starts developing its gas resources the better.  

Some argue that the gas market is extremely competitive and oversaturated with the shale revolution in 
North America on one hand and the established lower-cost gas exporters fighting for their market share 
on the other. Qatar’s recent decision to lift its moratorium on its North Field is a clear sign that the 
country will go at length to fight for its market. Even long term fixed gas contracts which were previously 
prevalent are becoming more and more flexible. Also, even though gas will continue to play an 
important role in the energy mix, inter-fuel competition from cheap coal and a growing renewable 
sector will affect gas demand. However, new markets and contract models are emerging.  

The expectation is that there is enormous potential in the local Lebanese market as two thirds of power 
generation is expected to run on gas. The domestic market will necessitate 5 Tcf in the coming 20 years, 
with the power sector playing a vital role in the short term. The transportation and construction industry 
also offer potential. Lebanon plans to establish a National Oil Company if and when there is a 
commercial find. 

Speakers stressed on the importance to manage expectations and have realistic ambitions on the gas 
sector contribution to the Lebanese economy and the various milestones to be met prior to enjoying the 
benefits of the country’s oil and gas development. Gas pricing will be free and market driven. 
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Key points and recommendations: 
• Panelists stressed the importance of managing expectations and setting realistic 

ambitions while keeping the various milestones and challenges in mind before 
reaping the benefits of Lebanon’s gas development 

• Lebanon attracted 52 prequalified companies for its licensing round, a strong 
indication of IOCs interest in its offshore oil and gas development 

• Lebanon should focus initially on developing its domestic market 
• Service companies to cooperate with IOCs key to gas development 
• Lebanon’s geographical advantage offers several potential options for exporting its 

gas, including  existing and new pipelines, and LNG 
• Potential markets are Jordan and Turkey 
• Export strategy will depend on the discovery size 
• Despite their growing gas needs, export to Arab countries will be hard due to 

infrastructure challenges 
• The gas market is competitive and oversaturated with lower-cost players and inter-

fuel competition impacting demand and the export potential  
• Lebanon should consider its domestic midstream and downstream options and start 

working on a sustainable domestic gas economy plan.  
• Lebanon should proceed quickly with its gas development process given the 

increasing competition from low cost legend gas exports and other fuels 
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Survey Results- Session 1 

The prevailing view is that high costs from Lebanon’s deep offshore will not discourage investor’s 
involvement in the Lebanese oil and gas sector and that the development process should be a private-
public effort.  

 

Q1: Does Lebanon’s geology favor a Zohr-style discovery?  
 
 

 
The results show high expectations on Lebanon making a significant gas discovery. While seismic data 
support the presence of gas and geology with similarities to its neighboring countries, expectations 
should be managed objectively based on scientific data.  
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Q2: Will deep water drilling costs make explorers avoid Lebanese exploration? 

 

Results show some awareness of the high costs associated with deep water drilling, and that current 
market conditions might deter investment. However, the majority of the audience remains confident 
that exploration remains a favorable investment, which is in line with the thinking of upstream 
companies operating in the region, thanks to substantial reduction in costs associated with deep 
water drilling.  
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Q3: Is flexible gas pricing from Beirut the best approach to incentivize explorers?  

 
Results show flexible gas pricing is a favorable approach among the audience. This result suggests the 
government is unlikely to face domestic pressure towards maintaining domestic gas prices artificially 
low, such as the case of several regional countries. Such results are likely to reassure companies on 
securing fair gas prices.   
 
Q4: For Lebanon to have any port facilities sufficient for oil services firms to use, the government needs 
to: 

a) Develop a new area of Beirut port with public-private finance  
b) Encourage explorers to group together on costs and provide tax incentives to them  
c) It’s not an issue, investors can source what they need from Cyprus  

 

The majority of the audience realizes a need for infrastructure planning and development in 
partnership with the private sector, with no reliance on other countries.  
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 Survey Results- Session 2 

The prevailing view is that politics paralysis is Lebanon’s highest risk to developing its oil and gas sector. 
The majority believes that proceeds from the oil and gas sector should be used to finance infrastructure 
projects and reduce national debt and that Lebanon will have positive impact from the 80% local 
content obligation.   

 

Q1: By when will Lebanon have developed its oil and gas sector given its economic and political 
situation? 

a) In the coming 10 years 
b) After a minimum of 10 years  
c) Despite all efforts, development will not take place  

 
Results show strong faith in the development of the country’s oil and gas sector in the coming 10 
years, despite previous delays and reserves uncertainty. These results reinforce the idea that 
expectations are set relatively high.   
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Q2: Will the mandate of 80% local content encourage corruption or help reduce unemployment rates? 
a) Will raise the standard of living by reducing unemployment rates 
b) Will create new opportunities for corruption and will benefit a limited group of people only  
c) Will lead to inefficiencies and higher costs  

 
 

The majority of the audience believes this sector will have a major role in contributing to 
unemployment reduction, despite (1) expert opinion’s that the sector is capital intensive, and (2) the 
required skills are not currently available on the local market, which renders the 80% requirement a 
risk to companies.  
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Q3: The major concern in dealing with government affecting companies’ decision to invest in the 
country is 

a) Government’s paralysis leading to delays such as block award assignment, approval of field 
developments, etc.  

b) Perceived lack of transparency and favoritism in awarding blocks  
c) Potential change in laws and regulations after commercial discoveries in favor of higher 

government take and local companies/individuals  

  
Results mirror companies’ perception of key risk factors associated with Lebanon’s nascent 
hydrocarbon sector. Results show that government paralysis remains the key factor in causing delay 
in the sector’s development. It is critical for the LPA to highlight that such paralysis affects companies 
at two milestones: First, at contract award, and second, at development approval.  
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Q4: Oil and gas revenues allocated to the sovereign wealth fund should be primarily used for: 
a) Debt reduction  
b) Government spending on salaries and hidden electoral agendas  
c) Development of public infrastructure  

 
These results reflect the country’s economic challenges. However, experts at the event stressed that 
SWF should not be used mostly for debt alleviation. Instead, debt should be addressed through 
proper economic planning. SWF’s key role is to generate wealth for future generations.  
 
Q5: In the model contract do you think the government is taking 

a) Too much 
b) Too little  
c) The right amount  

 
Results show confidence in the government’s ability to negotiate a fair government take, contrary to 
what some analyses and opinion revealed in the media. This highlights the need for education and 
communication between all stakeholders.   
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Survey results- Session 3 

A vast 80% of the attendees did not see the oversupplied gas market and drop in prices as a deterrent 
factor to the development of Lebanon’s gas resources. However, 87% believe that the regional 
instability surrounding Lebanon and the country’s unclear borders with some of its neighbours will 
discourage investors from committing to LNG plans. The rest of the audience (53%) believe that 
investors will factor in the risks in their large-scale investments in Lebanon. The audience favored 
pipeline gas exports (54%) while the rest opted for LNG.  

 Q1: Should Lebanon opt for pipeline or LNG exports?  

 

Results show some preference for pipeline rather than LNG for exports, possibly showing preference 
to existing infrastructure.  
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Q2: Lebanon’s plans to develop its gas resources couldn’t come at a worse time because of market 
oversupplies and increased competition. 

 

Results show enthusiasm towards developing Lebanon’s oil and gas sector, despite current bearish 
market conditions.  

 

Q3: Investors will be cautious to commit to LNG projects in Lebanon due to regional instability and 
unclear borders with some of its neighbours. 
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Q4: For Lebanon to succeed in attracting large-scale investments into its gas developments the priority 
will have to be to: 

a) Sort out any border disputes 
b) Hope for regional instability to cease 
c) It’s not a problem, investors will just price in the risk  

 

 Q3 and Q4 results mirror industry culture of factoring geopolitical risk instead of refraining from 
investment. These results reinforce the thought that stakeholders, whether companies or the 
government, are not likely to face domestic pressure when factoring in risk into their investments. 
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Survey results- Session 4 

The results of the survey shed light on the audience’s high expectations of a private sector participation 
in the development of oil and gas in Lebanon.  

Q1: How will Lebanon finance its infrastructure projects that are needed to develop the oil and gas 
sector? 

a) Seek international loans as it had done for water projects  
b) Raise public and domestic private funding  
c) Approve Lebanon's budget and allocate a portion of it to infrastructure   
d) Rely on International Oil Companies to construct their own storage and export infrastructure      

  

Results show preference towards relying on the international private sector to finance infrastructure 
development. This reveals potential lack of confidence in the public sector’s, and to some extent the 
local private sector at handling infrastructure financing. This reflects the current deadlock in the legal 
framework allowing for domestic public-private partnership. 
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Q2: What is the main challenge to developing the oil and gas infrastructure in Lebanon? 

a) The lack of a clear law to regulate and finance investments in infrastructure 
b) Lebanon's large debt that crowds out public investments  
c) Lebanon's geo-political risks which dampens investments  

  

Results show the main concern for oil and gas infrastructure development in Lebanon remain geo-
political risks.  
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Q3: How will Lebanon develop its service sector? 

a) National service companies should form joint ventures with international service companies to 
service the oil and gas sector  

b) International service companies should have physical offices in Lebanon and recruit nationals 
under a certain quota  

c) International service companies should have the liberty to operate with no national restrictions 
to provide efficient services 

 

Results reflect prevalent operating model.  
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Q4: Will the Lebanese population benefit from equal re-distribution of wealth as a result of the oil and 
gas development? 

a) Definitively yes 
b) No  
c) Some of the population might  
d) At least, the Lebanese population will not pay two bills for electricity  

  

The audience is confident in the benefits brought over to the Lebanese population as a result of the oil 
and gas sector development.  

  

0%

10%

20%

30%

40%

50%

60%
A 

B 

C 

D 



   

Page 23 of 24 

Q5: How should the banking sector be involved in the oil and gas sector of Lebanon? 

a) Be active investors and take on the role of a private equity  
b) Will be involved only in financing projects  
c) Both of the above  

  

Audience show a prevalent preference for the banking sector taking on the role of a private equity 
and be involved in project financing. This shows strong confidence in the banking sector playing a 
major role in oil and gas development.  
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Q6: What is the key challenge for the banking sectors involvement in the sector? 

a) Liquidity  
b) In-depth understanding of the sector to better assess risks 
c) Regulations  

 

The audience majority believes in-depth understanding of the oil and gas sector is the key challenge 
facing the banking sector’s involvement in oil and gas development.  
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