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Gina Cohen response to interim-recommendations 

The regulatory stability reflected in the committee’s report is to be welcomed and is of 

paramount importance both to the existing gas fields and for future investors who want to 

believe that Israel is finally a stable gas sector to invest in. However, the 

recommendations need fundamental rethinking if we want to attract investors and 

monetize the gas already discovered.  

Thus, although the committee stated that it wants to encourage exploration and 

development and promote exports and admitted that there have been no exploration 

in the last 5 years and understands the burden of the duty to connect/supply to the 

local market, the recommendations are lacking in that: 

• They only relate to future potential gas exploration and discoveries and do not deal 

with the existing gas fields, and the ability to monetize the 1,000 bcm already 

discovered (on the local market and/or as exports). Exports are paramount for both the  

fields already discovered and for new exploration, since as of the beginning of next 

decade, the Israeli market will be fully glutted with the fields that will be on line as of 

2021 (Tamar, Leviathan, Karish-Tanin, + LNG when needed). 

• Although the committee’s work relates all to new exploration and potential 

discoveries, the recommendations fail to reflect the 180º degree changes needed to 

enable further exploration and development to in fact take place. Without supportive 

regulations and without the certainty of a market, the Israeli gas sector is likely to 

remain with only the 3 existing fields (potentially operating below full capacity) and 

the country may miss the opportunity to increase security of energy, as well as 

economic, regional and geopolitical benefits. 

I will respond to the interim recommendations on two fronts: 

1. Obligation to supply and connect to the local market. Here I will relate to the 

committee’s consumption forecasts (which is low and is a self-fulfilling prophecy 

rendering it harder for local consumption to grow); the hourly availability (the 

committee underestimates both the hourly volume and linepack gas available to the 

market); and to the burden of having to supply and connect to the local market. 

2. Export issues. Here I will relate to the lack of export infrastructure from Israel (both 

pipeline to neighboring countries and LNG) and the complex geopolitical situation 
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leading to the difficulty for Israel to compete on the international level against other 

suppliers such as Qatar, the US, Australia. This all complicates exports from Israel and 

is a hindrance to the monetization of both the existing fields and further exploration. I 

will relate to the need for supportive government assistance to promote exports rather 

than the impediments that are dictated by the interim-recommendations. 

Requirement to supply and connect to the local market 

Fields of less than 50 bcm exempt from connection to the local market 

There is an inherent contradiction, since new fields of 50 bcm have to supply 10 bcm to 

the local market, which means that: they have to either connect at some time or swap 

volumes with another field if permitted (and thus I presume being exempted from 

connection). Both of these (connection/supply & swap) are difficult challenges due to the 

limited demand growth in the local market. There is no certainty that a field will be 

available with whom to swap. 

My suggestion:  

Ensure regulations are in place to allow new fields of any size to do swap deals; In any 

case, fields of less than 50 bcm should have no connection and not local supply market 

requirements. 

Fields of 50-200 bcm to connect to the market in 2032 (as per Commissioner); 

Commissioner to look at the hourly demand issues when deciding on export permits  

Although this may seem like an acceptable compromise which will foster exploration, 

this is most probably not the case. Rather this creates uncertainty as to the obligation to 

connect with future investment of billions of shekels; although there is some leniency on 

the obligation to connect, there is none on the obligation to supply, and Domestic Market 

Obligations (DMO) are perceived especially negatively by international IOCs, oftentimes 

even more so than the need to connect (new fields of 75-100 bcm have to maintain more 

for the local market under the recommendations than under Government decision #442.)  

It means that companies are  dependent on the whims of a future official; are unable to 

enter into gas sales & purchasing contracts (GSPAs) to export all of their gas reserves, 
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which will make it considerably more difficult for them to get financing and offer 

flexibilities of Maximum/Surplus DCQ/ACQ volumes in a global market characterized 

by buyers demanding such flexibility.  

Exporting smaller volumes (certainly for the case of fields of under 50 bcm, but also still 

very much so for fields of up to 200 bcm) adds an unnecessary burden. Indeed, small 

LNG/FLNG facilities cost more per unit than larger projects that are able to benefit from 

the economies of size (long pipeline schemes require equally large volumes).  A pertinent 

example is that of US company Anadarko reducing its costs for an LNG export facility in 

Mozambique down to $600 per ton per year (achieving full chain savings of $4 billion) 

after increasing the capacity of the LNG export facility from 10 million ton/year to 12.88 

million tons/year (the project required +/- 200 bcm). 

The committee’s recommendations also state that the Petroleum Commissioner, when 

giving an export permit, has the obligation to look at the hourly demand in the local 

market, and that based on this he has the right to interfere in the characteristics of the 

export contract: interruptible or non-interruptible. Regulatory interference in the 

characteristics of export contracts will make it considerably more complex to compete on 

the international scene and is not needed for fields that will be drilled in the next 5 years. 

Indeed, the committee seems to have miscalculated the hourly volume available: the 

capacity of the Karish FPSO is 26,500 MMBtu/hr and not 16,400 MMBtu/hour; the LNG 

capacity is 22,000 MMBtu/hr and not 15,000 MMBtu/hr.  The committee also 

underestimated the linepack volume, and used figures based on the 2017 level (in 2018 it 

is already higher than stated), and will reach more than 200,000 MMBtu/hr in 2030), so 

that no shortage is expected in 2033-2035. In addition, both Leviathan and Tamar fields 

have the accumulated ability to increase capacity to 3.6 bcf/day within a couple of years 

of taking FID, and Karish-Tanin can be increased to 33,000 MMBtu/an hour very quickly 

by adding a second 16” sales gas riser. Thus, there is ample time for solutions to be put in 

place for the timeframe set by the committee without shackling new E&P with 

unnecessary burdens and there is no need to take drastic measures over the next 5 years 

for a scenario that might happen in 15 years and for which there are imminent solutions. 
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Removal of regulatory impediments and encouraging exploration is the best answer to 

increase supply and security of gas. 

My suggestions:  

• Correctly estimate the availability of gas in the market on an hourly/daily/annual 

capacity including the linepack and the ability of Leviathan, Tamar and Karish-Tanin 

to increase volumes quickly.  

• New fields of 50-200 bcm that reach commercial production by 1.1.2028, should only 

be required to supply gas and connect to the local market in accordance with the 

export contracts and financing agreements they sign by the date of receiving their 

lease / approval of their development plan.  

10-km line from the shore has been constructed for small/medium fields to connect. 

The committee states this is one of the solutions already offered to small/medium fields. 

However, there is no certainty that new small/medium fields can connect to this line, 

because it only has a capacity of 12 bcm/y; Energean is likely to use most/all of the 

capacity for its 7 blocks and because if a field is discovered in the south, it would make 

no economic sense to construct a line to the north.  

My suggestions:  

• This government sponsored 10.9 km line should be constructed as 36 inch (not 30”) 

like the line from Leviathan so that a field discovered in close enough vicinity can 

connect. 

•  A similar financial and/or other appropriate incentive should be provided to fields in 

the south, for whom it would not be economic to connect because of the distance. 

Annual demand in the market 

The main demand scenario from the 8 presented by the committee (scenario #6) shows 

that demand will be 14.1 bcm in 2025. This is a triple whammy: (1) it is a self-fulfilling 

prophecy in that transmission pipelines will not be constructed and this will hinder the 
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ability for demand to grow; (3) it could reflect the committee’s mistrust in the Minister of 

Energy’s policies to phase out and reduce coal totally by 2030 and to massively convert 

transportation to gas and or gas-generated electricity; (3) it will make it harder for new 

projects to obtain financing. In fact, the committee is trying to macro-manage the market 

and this cannot be done efficiently and foreign investment by IOCs will not take place in 

this kind of environment. 

 

My suggestions:   

• Construct infrastructure for growing demand especially in INGL’s stressed lines in the 

south and to connect the coal power generation sites so that they can be converted to gas 

and be preserved as dual-fuel stations (south and connection to the coal stations are on 

hold); 

• Ensure that all coal stations are phased out/cancelled by the dates decided and that new 

CCGTs are constructed in a timely fashion so that electricity demand can be supplied 

based on the grid’s ability to transmit the power;  

• Provide grants upfront for fueling stations and for gas distribution networks (without 

increasing the distribution tariffs); maintain taxes on CNG to a minimum (even zero) as 

taxes will be paid by the gas suppliers. 

  

Not to cancel at this stage the FSRU/Buoy contract and review this in 2021  

Although an understandable recommendation, and one which I agree with as it provides 

additional hourly/daily security of supply, the committee has to understand that this has 

economic implications of approximately 205 million shekels a year for leasing the vessel 

imposed on the electricity market (including gas loss and additional expenses involved in 

operating the ship, except for the cost of consuming the liquid gas). 

My suggestions:  

• Maintain the LNG regasification facilities until Leviathan and Karish are both in 

operations (or longer if required), but do not allow any LNG to be bought once 

Leviathan is on line, as long as the price of Israeli gas is lower than the price of 

imported LNG (full market price). 
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• The PUA recommended to consider leasing a 2nd  LNG facility as one of the solutions 

to solve what they term an hourly shortage of gas in a dozen years. Such a statement is 

anathema to fostering exploration, and should be discarded out of hand. 

Export issues 

Exports of gas from Israel are complex, and so rather than impose restrictions on new 

fields (duty to connect/supply to the local market) and impediments (interference in 

export contracts), the committee should recommend ways to assist exports. Gas is 

expensive to move. 89.3% of global gas (2017) was transported by pipeline with only 

10.7% as LNG.  Transporting gas by pipeline has its limitations, especially if offshore 

(the only advantage being the ease in obtaining rights-of-way offshore).  

Israel’s only easy onshore export pipeline option is to Jordan, and the gas companies 

succeeded after years of  negotiations to sign a GSPA with this country. This market is 

limited in how much more it can consume.  

The East Med project to Europe (via Cyprus, Greece, Italy) would not only be the longest 

and deepest offshore pipeline in the world, but would have to go over unstable seismic 

ground and complex mountainous subsea topography including the Erastosthenes 

Seamount south of Cyprus (or circumvent it), it would require 3 shore entries/exits, two 

gas guzzling expensive compressor stations, etc. The committee states that the average 

costs of an export pipeline is $7-$10 million a km. Therefore, the 2,000 km EastMed 

project would amount to over $15 billion. Believing that Israel can achieve this feat 

whilst others have avoided to embark on such complex capital intensive marine pipeline 

projects, overlooks the fact that it is not practical for any IOC that has to decide to 

explore in Israel over the next 5 years, and is therefore not one of those projects where 

government focus and resources should be directed. 

The only other pipeline “scenario” would be from Jordan to India, via Saudi Arabia and a 

long offshore section, with the full route from Israel to Western India more than 3,000 

km. However, even though India is a lucrative and growing gas consumer, it is price 

sensitive and Israeli gas would have to compete with exports from Eastern Africa and 

Eastern Australia which would be closer and thus more competitive. 
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When one contemplates exports in the form of LNG from Israel, complexities range from 

NIMBY (onshore), to new technology (offshore) with only 2 FLNG facilities operating 

for a few months globally. Exports of LNG from Israel to lucrative markets such as 

China, Japan, South Korea would have to go via the Suez Canal1 with the added 

geopolitical implications and costs of using the Canal, and the fact that many LNG 

importing markets would be closed to Israeli gas (most of the Muslim importers).  

This would mean that Israel would have to rely on aggregators such as Trafigura, Vitol, 

Gunvor or Glencore which often only contract for spot/shorter/medium term contracts, as 

many buyers don’t believe that as an intermediary they can be competitive over the long 

term; such traders have less experience than the majors and so far have only reached 10% 

of global LNG trade. In addition, certain buyers refuse to buy from traders, including 

many of the high paying Japanese consumers. It would also mean having an intermediary 

in the chain taking his share. In any case, LNG sourced from Israel would have to provide 

a reduction on the wellhead price compared to countries such as Qatar that can charge a 

premium because it is an existing supplier with a track record. Interestingly traders have 

an ‘advantage’ in this respect over incumbents as they do not have the baggage that 

national producers or IOCs have in legacy contracts which inhibit them from offering 

lower prices in new deals. For Israel, however, this lower price is a dubious benefit. 

My suggestions:  

• Sign government-to-government agreements;  

• Help obtain financial backing for feed and/or feasibility studies on doable export 

routes;  

• Consider establishing a state-of-the art FLNG facility with government assistance.  

Conclusion 

It is difficult for Israel in the best of circumstances to attract IOCs (international, 

independent or local) and therefore the government/regulators should not enact policies 

                                                           
1 Unless the LNG export facility could be located hundreds of km southwards in Eilat, but there is a very 

low probability of this option being feasible 
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that hinder hydrocarbon development. The committee needs to internalize the fact that oil 

and gas operators rate political risk as the highest risk, with examples around the world 

abundant of gas remaining stranded below the ground, whilst companies seek to invest 

their dollars in stable areas.  

One only has to look at the fact that no new exploration has taken place in Israel over the 

last 5 years (whilst Cyprus, Egypt and Lebanon have attracted major IOCs) and only a 

trickle of exports are taking place and compare this to the 1052 rigs drilling in the US  

and the huge volumes of LNG exported from the US as just one example2.  The US data 

is of especial interest, since American operators would under normal circumstances be 

the ideal candidates to explore in Israel, and the US is the main target of the Ministry of 

Energy’s marketing activities for the tender processes. The fact that not one single 

American company contemplated buying the tender documents in the last round, shows 

that something drastic needs to change to ensure that the optimism expressed by the 

Ministry for the 2nd tender is finally fulfilled. 

Maybe the main dichotomy of the recommendations is the fact that on the one hand the 

committee forecast a moderate growth in demand over the next several years but is 

nevertheless demanding that any field above 25 bcm discovered in this timeframe be 

required to maintain supply and/or connect to the market.  

I hope the final committee recommendations and government decision will reflect the 

cataclysmic changes that need to occur for E&P to happen and to help monetize the 

existing and the new fields: in the very least, the new policies need to foster demand on 

the local market, encourage infrastructure construction in Israel, remove any restrictions 

on exports of new discoveries of up to 200 bcm, provide government to government 

backup to overcome geopolitical impediments on export contracts, examine an FLNG 

option and streamline all the processes.  

 

Tinkering alone with the recommendations will not produce the desirable results.  

 

                                                           
2 Out of the more than 1,000 rigs in July 2018, only 18 are offshore, which testifies to the additional 

complexity of the Israeli scene, which is all deep offshore. 


