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1

Economic rent is the economy that generates enormous
revenues for the Treasury without exerting any
significant effort, such as the revenues generated by the
petroleum sector or foreign remittances. On a personal
level, we can consider money generated by the rent of
an apartment as an example of effortless income

2

Review the report issued by the Lebanese Oil & Gas
Initiative in this field on the following link: https://goo.
gl/7awyuE

3

Law number 132 issued on August 24, 2010 (Offshore
Petroleum Resources Law) defines the Exploration

and Production Agreement as an agreement

concluded between the State and no less than three
“beneficiaries”, which are in this context are the bidding
winning consortium.

4

Law number 132 issued on August 24, 2010 (Offshore
Refer to the Lebanese Petroleum Administration
website on the following link: http://www.Ipa.gov.lb/ar/
news2017.php

Introduction

The petroleum sector generates

high economic rent' which would be
subsequently collected by the Treasury. The
significant revenues generated by this sector
make it prone to corruption and abuse,

thus negatively affecting the economy

and development, particularly in countries
where good governance practices and
efficient accountability mechanisms are not
in place, which would consequently expose
these resources to misuse. According to
Transparency International’s Corruption
Perceptions Index (CPI) for 2017, Lebanon
is 143rd out of 180 countries in terms of
corruption level. Corruption is defined as the
abuse of one’s power or authority, generally
in the public sphere, to pursue personal
interests or those of a certain number of
people.

The Lebanese State concluded the first
licensing round in the petroleum sector,
when the Council of Ministers decided

on December 14, 2017, on the basis of a
proposal by the Minister of Energy and
Water Cesar Abi Khalil, to proceed and
approve the two offers presented by Total
SA., ENl International BV, and JSC NOVATEK
for offshore blocs 4 and 9, provided that
drilling operations start during 2019.

The contracting process was highly
transparent according to several reports?. In
fact, the Ministry of Energy and Water, upon

the approval of the Council of Ministers,

followed international standards in this
regard, whether in terms of identifying and
publishing pre-qualification requirements for
companies and announcement of the results,
or in terms of publication of both Tender
Protocol and Exploration and Production
Agreement?, prior and upon signing

with winning consortium. The Lebanese
Government had previously announced its
intention to join the Extractive Industries
Transparency Initiative (EITI) on January
25,2017%, and the Lebanese Parliament
had already voted on the “Right to Access
Information Law” in February 2017.

In early 2017, the parliamentary committee
on public works, transportation, energy
and water completed the deliberation and
review of the draft law about “strengthening
transparency in the oil and gas sector”
which was submitted by former MP Joseph
Maalouf and is currently an item of the joint
parliamentary committees’ agenda. This
law is significant as it sets a legal framework
that ensures the right to access information
relevant to the management of the oil and
gas sector in Lebanon, and is essential for
any citizen wishing to review and monitor
the development of this sector and its
impact on the Lebanese economy. This law
also contributes to developing regulations
which help the State prevent and limit

corruption in this sector.

Obijectives of the Draft Law

The draft law on “Strengthening
Transparency in the Petroleum Sector aims
to strengthen transparency throughout
the value chain via quarterly disclosure
and publishing of all relevant information,
i.e. all information relevant to the phases
through which subsoil natural resources

pass prior to being transformed into

material ready for marketing, selling
and consumption. This includes, more
particularly, the phases relevant to the
procedure of awarding contracts to
companies, oil and gas exploration and
extraction activities, decommissioning
of facilities upon end of extraction and

production of discovered oil and gas,
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management of revenues generated from also creates clear frameworks to monitor
sale of petroleum resources and expenses the implementation of this law by the

used by companies in social responsibility “National Anti-corruption Commission” or
projects. The draft law also aims to the Financial General Prosecution until the
develop public regulations to strengthen commission is established. It also grants
transparency and fight corruption in the civil society organizations that meet the
sector, by preventing politicians, their requirements specified in the law the right
affiliates, or politically exposed persons to file lawsuits, and paves the way to provide
from investing in petroleum activities, further details on the law's implementation
and providing assistance and benefits. It through decrees.

General Provisions

Chapter | of the Draft Law on “Strengthening Transparency in the Oil and Gas Sector” sets out general provisions and principles relevant to:

e  Thelaw's scope of implementation and relevant accountability actors
e  General framework for the disclosure and publishing of information relevant to the sector

e Ensuring the implementation of a “valid, adequate and qualitative” monitoring of disclosed and published information.

(Chapter Il mentioned below — “Strengthening Transparency”)

IEEEmssmmmmms = The Scope of the Law

This Law shall be implemented on all and on all public and private sector relevant

offshore and onshore petroleum activities, parties working on these activities.

The Scope of

This Law is applicable on: Contracted companies for oil and gas
Y exploration and extraction activities

Accountability

ﬂ% Any person in a position of public and other sub-contracted companies,
authority whether elected or in addition to companies contracted by
appointed, such as members of the sub-contractor.

parliament and ministers.

% All public officers.

Any individual with business ties to the
E% State or any person in public office,
whether elected or appointed, and all

public officers, including advisors.
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5
And through the official gazette and/or any other
available medium according to publisher’s will

Disclosure and Publication Obligations
and Required Deadlines

According to the Draft Law on
“Strengthening Transparency in the Oil
and Gas Sector”, information relevant to
the oil and gas sector shall be published on
the “Lebanese Petroleum Administration”
(LPA) website®. On this premise, the draft
law requires the Council of Ministers, the
Ministry of Energy and Water, and the

LPA to quarterly publish and/or disclose

information, and also requires companies,
seeking to extract oil and gas, to publish
and/or disclose information or their
amendments within two months “of the
occurrence of the event”. The draft law also
requires the implementation of a “valid,
adequate and qualitative” monitoring of
information during the implementation of

aforementioned measures and procedures.

On Strengthening Transparency

The draft law sets rules in order to
strengthen transparency in the oil and

gas sector in Lebanon by preventing
individuals subject to this law from investing

in petroleum activities. It also prevents any

natural person or legal entity from accepting
or offering any payment in exchange for
facilitating granting a company a commercial

contract in the sector.

Refraining from Investment in

Petroleum Activities

All parties and individuals mentioned below
may not, during their mandate and for five
consecutive years upon leaving office, invest
in any company related to the petroleum
sector, whether prequalified to enter
licensing rounds or companies committed
to exploring and extracting oil and gas and
other companies sub-contracted by them,

in addition to companies contracted by the
sub-contractor. The draft law also forbids
taking on important positions such as the
CEO position of any of these companies. The
aforementioned prohibition also includes
first degree relatives.

In the event that any of the below individuals
or parties take on a position in these
companies, prior to their pre-qualification

or to winning the bidding round, these
individuals or parties shall disclose all
investments and shares they own to the
National Anti-corruption Commission, or

the Financial General Prosecution until the

Commission is created. They shall have to
choose either to keep their investments and
shares or their public office. This prohibition
shall be applicable on individuals in positions
of public political office or high public office
in the country:

The President of the Republic, his

ﬂ% assistants and advisors, and heads
of institutions affiliated with the

presidency;

The Speaker of Parliament, his
assistants and advisors, and the

Members of Parliament;

The Prime Minister, the Ministers, their
assistants and advisors, and heads of
institutions, commissions, and councils

affiliated with the prime ministry;

g% The President and members of the
Constitutional Council, the President
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Disclosure and

Publishing
Obligations
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and members of the Supreme Judicial
Council, the President of the Council
of the State and its heads of chambers,
the President and judges of the
Financial Court, the Cassation, Appeal,
and Financial General Prosecution
judges and the financial General
Prosecutor, and the judges and

members of acquisition committees;

U% General Directors in governmental

office and public office and those
considered as such, the heads and
members of boards of directors

and directors and heads of public

Fighting Corruption

Any natural person or legal entity may
neither provide nor accept benefits to
facilitate pre-qualification or award of tender
for oil and gas companies, nor facilitate any
contractual relationship between tender

winners and “sub-contractors”, or other

P BB
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institutions and governmental
commissions and departments and

those considered as such;
Lebanese ambassadors and consuls;

Heads of security agencies in the

country;

Heads and members of boards of
directors, and executives of companies
owned by the State and of mixed
ownership companies (privately and

publicly owned).

contracted companies, nor leaking any
classified information to these companies.
The draft law stipulates that violators shall be
subject to temporary arrest of no less than
four years and to a fine amounting to two to

three times the value of the benefit.

The draft law stipulates that the Council of
Ministers, the Ministry of Energy and Water,
the LPA, the Ministry of Finance, and winners
of tender shall respect the principle of “free,
honest and impartial competition” between
all petroleum companies participating

in the licensing round. It also commits a

certain number of relevant sector parties to
disclosing and publishing obligations, and
specifies the information to be published
and/or disclosed.

The disclosure and publishing obligations
shall be implemented on seven levels, as

follows:

Pre-qualification of companies

Petroleum rights granting

Exploration and production activities

Decommissioning

Petroleum resources management

Recruitment

Social expenditures
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Pre-qualification
of Companies

Petroleum

Rights

Granting

6

Record to register the petroleum rights of winning

companies which will be subsequently determined in a
decree.

You can find below the key remarks related to the disclosure and publishing

obligations and parties responsible for such obligations.

The law on offshore petroleum resources
commits the Lebanese State to conducting
a competitive licensing round, or in other
words, a general tender with the purpose
of contracting the companies interested

in exploring and producing oil and gas

in Lebanon. These companies must be
previously qualified based on the terms
determined by the Council of Ministers, to
be eligible to participate in the licensing
round. To ensure the transparency of this
process, the draft law commits relevant
parties to following the procedure below:

the Minister of Energy and Water and the

LPA shall:

D

Publish the criteria, conditions, and
results of companies’ pre-qualification;
Publish the list of companies
participating in the pre-qualification
round immediately upon the end of
submission deadline;

Grant the companies interested in
participating in the pre-qualification
phase, the right to pose questions
about this process, and publish these
questions without mentioning the

names of these companies.

Upon companies’ qualification to participate

in the licensing round, these companies
shall submit, within the determined
timeframe a technical and commercial
offer to the LPA, which submits its report
to the Minister of Energy and Water.

The Minister subsequently submits their
recommendations to the Council of
Ministers to award or grant petroleum
rights to the best consortium (comprising
at least three companies). In this event, the
Lebanese State shall sign an agreement
with the winning consortium, known as the
Exploration and Production Agreement

(EPA). To ensure the transparency of this

awarding process by publishing the
Tender Protocol and disclosing the

list of companies participating in the
bid and their results, details about the
blocs covered by the bid, in addition

to the obligation to publish the
recommendations submitted by the
LPA to the Minister and those related to

the licensing round results.

The Ministry of Finance to disclosing
the amount of fees paid by the pre-
qualified companies to enter the

tender.

process, the draft law commits:

The Council of Ministers to publishing
the EPA model prior to announcing

the bidding round, publishing final
results of bidding, and publishing

the contract (EPA ) signed by the
winning consortium, disclosing
information relevant to the transfer or
relinquishment of any winning company
of its share to the benefit of any other

qualified company.

The Minister of Energy and Water

to ensuring the transparency of the

In addition to submitting information to the
Ministry of Energy and Water and Council
of Ministers to assist them in implementing
the abovementioned procedures, the

draft law commits the LPA to disclosing

any information relevant to the Beneficial
Owner, i.e. the real owner, of the companies
which won the bidding round, and
publishing information registered in the
Petroleum Register® on the LPA website.
The draft law also commits the winning
companies to disclosing information
relevant to the beneficiary owner of the

company.
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and Production
Activities

7
.Agreement signed by the winning consortium

8
The companies gradually recover the cost of exploration
.and production activities

9
of gas production, and 5 to 12% according to the 4%
produced quantity of oil.

10
The State’s share of the companies’ profit.

Draft Law to Strengthen Transparency in the Petroleum Sector

Citizens Guide

Exploration and Production Activities

Upon granting petroleum rights to the
winning consortium, the exploration

phase starts. This phase aims to achieve
commercial discovery upon which is based a
development and production plan. The draft
law also stipulates specific obligations to be

implemented by different parties.

The Council of Ministers shall publish all
exploration and production agreements,
including those relevant to joint operations’,
the information relevant to approval of any
changes made to share ownership among
consortium companies and the development
and production plan. The Minister of Energy
and Water shall disclose all licenses granted

to the companies.

In addition to submitting information to the
Ministry of Energy and Water and Council
of Ministers for obligations implementation
support, the LPA shall disclose and
constantly update information relevant

to the results of exploration, discoveries
(including commercial ones) and details of
the bloc in which the petroleum activities
are conducted, in addition to detailed
information relevant to production,
processing, collecting, storing, transporting,
and refining activities, and information and
studies about environmental quality, health,

and safety.

Decommissioning

Upon companies’ completion of the
extraction phase of discovered oil quantities,
the Ministry of Finance shall also disclose the
value of tax collected during this phase. The
LPA shall disclose information and studies
relevant to the environment, health and

safety, and decommissioning procedures.

The LPA shall also disclose financial
information, including the amount of fees
imposed on the companies, the amount of
cost recovery® set in the EPA, production
data for each financial year, methodology
used for oil evaluation and pricing, royalties’,
profit 0il'°, quantities and value of sold
petroleum and its export destination.

As for the Ministry of Finance, it shall
disclose the value of fees and taxes

collected from the companies.

The companies shall disclose the value of
recovered costs, their share of profit oil,
production data for each financial year,
methodology used for oil evaluation and
pricing, the value and quantities of royalties
and profit oil entitlement paid to the State,
and quantities and value of sold petroleum
and its export destination, decommissioning
procedures, value of quarterly deposited
payments in the decommissioning account
(i.e. upon completion of extraction), and
value of tax imposed on the companies.
The companies conducting petroleum
activities related to transportation and
storage shall also implement disclosure

procedures.

The draft law also imposes disclosure
obligations on companies in this phase.
They shall disclose information relevant
to the decommissioning plan, except for
confidential information, and financial

details relevant to this phase.
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Petroleum
Resources
Management

Recruitment

The offshore petroleum resources law
commits the Lebanese State to placing all
petroleum activities revenues in a Sovereign
Wealth Fund subsequently created by

its own law. In this regard, the draft law
imposes relevant specific procedures. The
Council of Ministers, the Ministry of Finance,
and the party responsible for managing the

Sovereign Wealth Fund shall disclose:

. Petroleum activities revenues
registered in the Sovereign Wealth
Fund;

e Revenues withdrawn from the
Sovereign Wealth Fund;

* Investmentrules of deposited funds in
the Sovereign Wealth Fund and annual
revenues, in addition to amounts
allocated for investment and withdrawn
from the fund while specifying

investment purpose.

The offshore petroleum resources law and
subsequent decrees commit the companies
operating in this sector to having 80% of
their labor force of Lebanese nationality.
They also commit the Minister of Energy
and Water, the LPA, the consortium
companies, state owned companies, if
any, and sub-contractors, to disclosing and
publishing the identity of employees in

the petroleum sector and the recruitment
ratio of nationals and foreigners. They

also commit the companies to adopting

transparent recruitment procedures through

announcing vacancies on websites, including
the LPA website and publishing the final
employment results.

On the other hand, the LPA shall make sure
the stakeholders commit to implementing
the Lebanese labor recruitment program,
and submitting a quarterly report to the
Parliament, in which the recruitment process
progress is determined. (This report shall
include the work progress made in the
petroleum sector and social expenses

mentioned below).

Social Expenses

Some petroleum companies resort to spending funds on social projects in several sectors, for instance health, education, and
infrastructure. Thus, the draft law determined a threshold set by applicable tax laws, provided that social expenses paid are not limited to
only one party. For audit purposes, the draft law also commits the companies to disclosing detailed information about the amount of social

expenses and their beneficiaries. It also commits beneficiary parties to disclosing the amount of social expenses obtained and spent.

Accountability

In the event that companies commit
“repeated and flagrant” breaches to the

provisions of this law, the draft law commits

the Council of Ministers to implement Article
71 of the offshore petroleum resources law,

i.e. withdrawing petroleum rights.
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NGOs advocating the Strengthening of
Transparency in the Petroleum Sector

The draft law provides NGOs meeting

the requirements, the opportunity to
contribute to strengthening transparency
in the petroleum sector by regulating
their right to file corruption lawsuits
before the National Anti-corruption
Commission or public financial courts until
the Commission is created. The draft law
places conditions on institutions considered
as "NGOs advocating the Strengthening
of Transparency in the Petroleum Sector”,
including:

e Thatthe organization aims at

“Strengthening transparency and

Right to Legal Action

These NGOs may file claims and complaints,
and even lawsuits. The NGO shall deposit
guarantee fees equivalent to fifteen

times the minimum wage. In the event

that the lawsuit is not supported by the
required evidence, the court rules to pay

compensation to the defendant, in addition

fighting corruption in the petroleum
sector”;

e  That the organization’s administrative
board includes at least three members
with expertise and background in the
petroleum sector;

e That no member of the organization
has any family ties of first degree
relationship with any of the owners,
beneficiary owners, shareholders, or
senior executives in the consortium of
companies, and that no member has
any financial interest in any of those

companies.

to paying a fine of no less than ten million
Lebanese pounds, and the confiscation of
the deposited guarantee. It should be noted
that the defendant’s petroleum activities
may not be suspended until the final verdict

isissued.

National Anti-Corruption Commission

In addition to the responsibilities given to
the National Anti-corruption Commission
by its establishment law, it is assigned with
specific responsibilities stipulated in the

draft law; they include but are not limited

Conclusion

This Citizen’s Guide on the “Strengthening
Transparency in the Oil and Gas Sector”
draft law aims to provide a simplified
summary of the draft law, which is currently
on the joint parliamentary committees’
agenda, after being reviewed by the
Committee on Public Works, Transport,

Energy and Water. The Lebanese

to making sure that all parties respect

the obligation to publish and/or disclose
information, monitoring their veracity, and
dealing with complaints relative to the

implementation of the articles of this law.

Transparency Association calls the
parliament to vote on this law, as itis
beneficial to both the citizens and the State;
it contributes to rebuilding the citizens' trust
in State institutions and shows the legislator’s
good will to reform the institutions, and fulfill
their responsibility to instill a transparency

and anti-corruption culture.
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Law on Strengthening

Transparency in the THE LEBANESE {@) Norwegian People’s Aid
P y TRANSPARENCY D Lovanon
Petroleum Sector ASSOCIATION woommemn

=== Objectives of the Law

Ensuring the right to access information
pertaining to the management of the Oil
& Gas sector in Lebanon.

Ensuring the access of all citizens to
information pertaining to the
development and revenues of the sector.

Enforcing regulations to help the State
prevent corruption.

[

Reinforcing transparency throughout the
entire value chain.

Elaborating clear monitoring frameworks
for the implementation of this law through
the “National Anti-Corruption Agency”.

Allowing Civil Society Organizations
meeting the requirements identified by
the law to file complaints.

The scope of the law

Public and private
sector actors
operating petroleum
activities

All onshore
and offshore
petroleum activities

This law is applicable on: \

Public authority officials, be they elected or appointed

All public sector officers

public authority official

Contracted companies for Oil & Gas exploration and extraction and their

subcontractors ‘

ﬁ% Individuals maintaining professional relations with the State or with any




13

Draft Law to Strengthen Transparency in the Petroleum Sector
Citizens Guide
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Transparency in the

(-i-\- Morwegian People’s Aid
Petroleum Sector

T L NESE
TRANSPARENCY .
A N

NO CORRUPTION

ehan

e R e cruitment

=

80%

of workforce must
be of Lebanese
nationality

Of the identity of recruited individuals
_.--® inthe petroleum sector

Disclosure

7® Ofthe employment rates of locals & foreigners

@ Sending a Quarterly Report to the Parliament Which Determines @

1 Recruitment 2 The Employment 3 The Selection

Requirements Procedure of Employees

Social expenditures

Companies must disclose the
amount of public expenditures as
well as the identity of beneficiaries

Public expenditures shall not
be restricted to a single beneficiary

Beneficiaries shall disclose the amount of social
expenditures they receive and the allocation of these expenses
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ansparency the TRANSPARENCY
PetrOIeum Sector ASSOCIATION wocormuprion

,:’{:'Fi; Norwegian People’s Aid
W' Lebanon

memsmsss Individuals who shall not participate in petroleum activities m——

Individuals and stakeholders mentioned below shall not invest in the petroleum during
their mandate and for five consecutive years upon leaving office

i Ju

The president and members
of the Constitutional Council

The president and members of the
Supreme Judicial Council

The president and members of
the State Consultative Council

The
diciary

Officials

General Managers in governmental and public office

Chairs and members of Boards of Administrations,
managers and heads of public institutions and

governmental agencies and administrations
Lebanese Ambassadors and Consuls
Heads of local Security Agencies

Board heads and members, and executive
managers of State-Owned companies

The President of the
Republic, his assistants,
his advisors
and all heads
of institutions
associated with
the Presidency

The president and judges of the Audit Court

The judges of the Cassation, Appeal and Financial
Prosecution Courts, and the Public Prosecutor

The judges and members of
the Expropriation Committees

Should any of the abovementioned individuals hold positions in a company prior to its prequalification
or winning in the bidding process, he/she shall disclose all investments and shares owned to the National Anti-Corruption Agency,
or to the General Prosecution, and shall choose between the company and his/her public office.
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19

s Disclosure and Dissemination Obligations mssssssssss—

Contracted companies shall disseminate
and/or disclose information and their
amendments “within two months

of the occurrence”.

(
’
’
)

Pre-qualification
of companies

Publishing of criteria, requirements and
results of pre-qualification rounds

Publishing the list of companies
participating in the pre-qualification
phase after the submission of their
applications

Granting the companies the right
to pose questions about the
qualification process

Exploration and Production
Activities (as the objective is to

make commercial discoveries)

2
o
o
o

Information pertaining to the Petroleum

sector shall be posted on the Lebanese

Petroleum Administration website and
labelled as such.

On granting petroleum
rights in this phase,
in accordance with the law

The Council of Ministers shall publish the model
Exploration and Production Agreement prior to
the bidding, and shall publish the final results

The Tender Protocol, the list of companies
applying for the tenders and the results
shall be published

The Ministry of Finance shall disclose the
amount of fees collected from pre-qualified
companies

The council of ministers shall publish all joint
operating agreements and the development and
production plan

The Minister of Energy and Water shall
disclose all awarded licenses

The Lebanese Petroleum Administration shall
disclose all information about the block subject to
Petroleum Activities
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s After accomplishing Oil extraction ms———

Permanent decommissioning

After the The Lebanese
companies Petroleum
complete the —) P S— Administration
extraction of shall disclose
discovered oil information

pertaining to
quality, health,
safety and the
environment

quantities

The Ministry of
e Ministry o Companies shall

Finance shall :
disclose the .O|ISC|Ose.
value of information
collected taxes — @=—==pertaining to the
during this content ofthe '
period decommissioning

plan

The administration of Petroleum resources

The Council of Ministers, the Ministry of Finance and agencies in charge of the management
of the Sovereign Wealth Fund shall disclose:

The revenues
generated by

Petroleum The revenues

activities and withdrawn
depositedin from the

the Sovereign Sovereign
Wealth Fund Wealth Fund






