
19June 4, 2017

Economy

Kuwaiti company 
to pay $95 million 
in fraud case

Iraq appoints 
new deputy for 
upstream 
operations

Saudi 
Aramco-Hyundai 
in $5.2 billion 
shipyard deal

A Kuwaiti logistics company ac-
cused of inflating prices and de-
frauding the US government for 
contracts to feed American troops 
has settled a lawsuit.

The US Justice Department said 
Agility Public Warehousing agreed 
to pay $95 million and plead guilty 
to misdemeanour theft of govern-
ment funds.

Federal prosecutors said in an 
indictment that Agility manipu-
lated a complex funding formula 
to defraud the government of at 
least $68 million. The indictment 
said the company provided false 
invoices and statements to a lo-
gistics centre, bought high-priced 
food items and knowingly inflated 
prices.

Agility has been suspended from 
US government contracting since 
its indictment in 2009. It provided 
food for US troops in Iraq, Kuwait 
and Jordan.

(The Associated Press)

Iraqi Oil Minister Jabar Ali al-
Luaibi appointed a new deputy 
for upstream operations as part of 
an overhaul meant to bolster the 
OPEC member’s ability to boost 
crude output capacity, a ministry 
spokesman said.

Kareem Hattab, who will oversee 
exploration and production, previ-
ously served as director-general of 
the state-owned Iraqi Oil Explora-
tion Company, spokesman Asim 
Jihad said.

The position has been vacant 
since late last year when Luaibi re-
shuffled the ministry’s top officials.

(Reuters)

Saudi Aramco is to build the re-
gion’s biggest shipyard in a $5.2 
billion joint venture with South 
Korea’s Hyundai Heavy Industries 
and others, the partners said.

The yard, to be constructed on 
the kingdom’s Gulf coast, will have 
the capacity to produce four off-
shore rigs and 40 vessels, includ-
ing three supertankers, a year, 
the state-owned oil giant said in a 
statement.

Lamprell, a UAE-based provider 
of services to the energy industry, 
and Bahri, the National Shipping 
Company of Saudi Arabia, have 
also signed on to the venture.

“The integrated maritime yard 
will be the largest in the region in 
terms of production capacity and 
scale,” Saudi Aramco said.

The yard, in the new industrial 
port city of Ras al-Khair, will also 
provide maintenance services for 
rigs and vessels.

“Major production operations 
are expected to commence in 
2019,” with full capacity reached by 
2022, Aramco said.

In a separate statement, Lam-
prell PLC said the yard will cost an 
estimated $5.2 billion to build, of 
which about $3.5 billion is to come 
from the Saudi government. The 
rest will be funded by the joint ven-
ture.

(Agence France-Presse)

BriefsPetrofac resumes production in Tunisia
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mbattled British energy 
firm Petrofac has re-
sumed production at its 
gas plant in Tunisia after 
a stoppage that lasted 

several months, the company and a 
trade union said.

The positive news is likely very 
welcome by the beleaguered en-
ergy firm, which is under inves-
tigation by British authorities for 
alleged corruption, bribery and 
money laundering.

Abdelhadi Ben Jemaa, secretary-
general of the Tunisian General 
Labour Union (UGTT) trade union 
in Sfax, told Agence France-Presse 
that, as of May 26, gas was flowing 
by pipeline to Sfax from the Cher-
gui field operated by Petrofac.

The company confirmed that 
work had resumed at the Chergui 
gas field concession on the Kerken-
nah Islands in south-eastern Tuni-
sia.

In September, Tunisia’s govern-
ment said Petrofac was pulling out 
of the North African country be-
cause of a labour dispute that had 
paralysed its operations since the 
start of 2016.

Days later the government said 
a deal had been worked out but at 
the end of 2016 the company de-
clared its “technical shutdown,” 
following further protests by dem-
onstrators calling for permanent 
jobs. The protesters, who also de-
manded development projects for 
the region, blocked roads used by 
company trucks.

The unrest began at the start of 
2016 after the end of a programme, 
largely financed by Petrofac, that 
was created after Tunisia’s 2011 up-

rising to get unemployed graduates 
into work, although often without 
permanent contracts or benefits.

Petrofac said it could no longer 
fund the programme and called on 
Tunisian officials to take over.

Ben Jemaa said Petrofac re-
sumed operations after work was 
undertaken to develop the small 
port of Sidi Fraj in Kerkennah. That 
would allow trucks to avoid the 
Sidi Youssef port, which was on the 
road that protesters had previously 
blocked.

“It is too soon to say if this new 
solution (will work)… but it is posi-
tive,” he added.

Petrofac has a 45% stake in the 
Chergui facility, with Tunisia’s 
national oil company holding the 
rest.

Tunisia’s revenues from oil and 
gas extraction have been stead-
ily shrinking, with social unrest 
and technical failures limiting the 
country’s energy output. A Feb-
ruary report by Tunisia’s central 

bank stated that production from 
the oil and gas extraction sector 
decreased 10.1% in 2016 compared 
to the previous year.

Taken on its own, gas produc-
tion dropped 11% during the same 
period (down from a 3.9% fall off 
in 2015 and an 8.5% reduction in 
2014). Crude oil production for 
2016 fell 6.2% after declines of 
9.6% in 2015 and 10.6% in 2014.

The resumption of production at 
Kerkennah should come as some 
comfort to the Tunisian govern-
ment, which recently deployed the 
army to safeguard the country’s in-
dustrial sites disrupted by general 
strikes and protests over poverty.

News of resumption of produc-
tion at Kerkennah will also pro-
vide Petrofac with a sorely needed 
boost after its share price crashed 
following the release of details of a 
fraud investigation into its interna-
tional operations.

The company has confirmed that 
Chief Operations Officer Marwan 

Chedid and CEO Ayman Asfari had 
been questioned under caution by 
Britain’s Serious Fraud Office re-
garding allegations of bribery, cor-
ruption and money laundering.

Chedid has since been suspend-
ed and resigned from the board. 
Asfari is to continue as CEO but has 
recused himself from matters re-
lating to the investigation.

Shares slumped as much as 29%, 
wiping more than $640 million off 
the company’s market capitalisa-
tion. The British newspaper the 
Daily Telegraph reported that the 
company could lose as much as 
$2.56 billion in market value and 
faces a possible $800 million fine 
because of the scandal.

Back to business. A 2016 file picture shows a general view of the facilities at the Chergui gas field of 
Petrofac on the Tunisian island of Kerkennah.                                       (Reuters)

Resumption of 
Petrofac operations 
comes after work 
was undertaken to 
develop the small 
port of Sidi Fraj in 
Kerkennah.

Dim prospects for Lebanon’s economy

L 

ebanon has never 
enjoyed a strong 
economy and the 
current tranche of 
political manoeuvring 
looks unlikely to mark 

any serious reversal of decades of 
neglect and political infighting.

Lebanon’s economy has never 
really lived up to its reputation for 
vibrancy. Even in the supposedly 
halcyon days of the 1960s and ‘70s, 
there were significant concerns the 
economy was too reliant on tourism 
and commercial services rather 
than developing and strengthening 
other sectors, specifically industry 
and agriculture that might provide 
a long-term base for the future 
economy.

What economic development 
was undertaken was haphazard and 
distributed unevenly, producing lit-
tle but high poverty levels and the 
concentration of power and wealth 
within  
established elites.

The destruction wrought by the 
years of civil strife from 1975-90 
also left its mark on the economy. 
The staggering costs of reconstruc-
tion and the corruption that have 
followed pushed public debt to the 
point where it now eclipses GDP by 
140% — the third highest interna-

tionally after Japan and Greece.
Following the election of a 

president last October and the 
subsequent appointment of a new 
cabinet, hopes were high that the 
economy would be given priority. 
However, the seemingly rushed ap-
provals granted to the long-awaited 
oil and gas decrees have only 
served to increases public fears of 
increased corruption and a further 
deterioration in economic transpar-
ency. Subsequent government deals 
relating to the provision of electric-
ity and telecoms have reinforced 
those fears.

Beyond the country’s historic and 
largely self-inflicted woes, are pres-
sures affecting the fragile Lebanese 
economy: The influx of Syrian 
refugees, estimated at more than 
1.5 million; the American sanctions 
whose targets seem to fall wider 
than simply Hezbollah and its 
institutions; the negative effect of 
the long-term political and consti-
tutional turmoil the country has en-
dured and the high unemployment 
and the low development rates that 
exist across Lebanon.

It’s also worth remembering the 
400,000 or so Palestinian refugees 
who have been resident in, and de-
pendent upon, Lebanon since 1948.

Given the severity of those chal-
lenges, plus the chaos that has 
come to characterise the electoral 
law reforms, expectations that seri-
ous economic reform may be under 
way soon are low.

However, the government esti-
mates that 96 trillion cubic metres 

of gas and 865 million barrels of 
oil lie beneath unexplored areas 
off the country’s coast. After being 
stalled since 2013, exploration 
rights for those fields are open for 
tender and, if successful, promise 
returns of more than three times 
the country’s national debt.

Despite the IMF’s apparent ap-
proval of the process, delays in 
establishing the Lebanese National 
Oil Company have increased public 
scepticism over the government’s 
ability and willingness to carry 
out continued reform with the 
transparency many have hoped 
for. Moreover, delays in the crea-
tion of the sovereign fund have 
heightened concerns over possible 
corruption.

The international financial sup-
port that Lebanon called for has 
fallen far short of what is required 
and many promises by potential 
donors have not been kept. True, 
there is increased awareness from 
the part of the international com-
munity of the enormous pressure 
the Syrian refugees exert on the 
Lebanese economy, particularly as 
many are expecting a prolonged 
stay in the country.

However you look at it, the pros-
pects for the Lebanese economy 
are dim. Political factions have 
unanimously failed to construct 
a common approach for resolving 
economic issues separately from 
their political differences.

Ultimately, all will face the final 
verdict of the electorate at the bal-
lot box.

Rami Rayess

View point
The 
international 
financial 
support that 
Lebanon 
called for 
has fallen far 
short of what 
is required.

Beyond the country’s historic 
and largely self-inflicted woes, 
are pressures affecting the 
fragile Lebanese economy.

Petrofac has a 45% 
stake in the Chergui 
facility, with Tunisia’s 
national oil company 
holding the rest.


