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E.O. 12958: DECL: 02/06/2017 

TAGS: EPET, ETRD, PGOV, PREL, EINV, ECON, TU, CY 

SUBJECT: CYPRUS OIL AND GAS LICENSING RIGHTS CHALLENGED BY 

TURKEY 

REF: 06 NICOSIA 1361 

Classified By: Ambassador Ronald Schlicher.  Reasons 1.4 b and d. 

1. (C) Summary: The GoC intends to go forward with its first 

licensing round for the exploration and exploitation of 

potential offshore oil and natural gas deposits, despite 

strong criticism and thinly-veiled threats from the 

Government of Turkey and the Turkish Cypriot leadership.  The 

GoC plans to auction off 11 offshore blocks lying to the 

south and southwest of Cyprus within Cyprus's Exclusive 

Economic Zone as delimited in agreements with Egypt (2003), 

Lebanon (2007) and Israel (under negotiation).  None of the 

blocks fall between Cyprus and Turkey or off the coast of the 

area administered by Turkish Cypriots.  Nevertheless, the 

GoT, which unlike the rest of the world community does not 

recognize the GoC, has strongly objected to the auction, 

arguing that the GoC does not have the right to enter 

international agreements without Turkish Cypriot consent, 

that the Turkish Cypriot community should share in any 

proceeds from Cypriot natural resources, and that any 

delineation of the continental shelf in the Eastern 

Mediterranean should include all the countries in the region. 

 According to the Turkish Cypriot press, Turkish Cypriot 

authorities granted permission five years ago to the Turkish 

Petroleum Incorporated Company (TPAS) to explore for oil and 

natural gas off Cyprus's north coast, although actual 

exploration had yet to begin.  UK officials have told us 

privately that, while none of the current blocks impinge on 

the territorial waters of its Sovereign Base Areas (SBA), 

they do impinge on the SBA's continental shelf.  While the UK 

is likely to find a way to note this publicly, the UK is 

unlikely to object to the process, having concluded that it 

will not affect its military operations.  End summary. 

First Licensing Round to Run February 15 to July 16 

--------------------------------------------- ------ 

2.  (U)  On January 25, the Ministry of Commerce briefed the 

diplomatic community on its latest plans to auction off the 

oil and natural gas exploration and exploitation rights for 

11 offshore blocks located to the south and southwest of 

Cyprus.  (English language slides from this presentation, 

including a rough map of the blocks, are available on the 

Ministry's website www.mcit.gov.cy.)   The 11 blocks cover 

approximately 60,000 square kilometers and are located in 

Cyprus's Exclusive Economic Zone as negotiated in agreements 

with Egypt (2003) and Lebanon (2007).  The exact border of 

two of the blocks will depend on the outcome of GoC-Israeli 

negotiations reportedly under way.  None of the blocks fall 

between Cyprus and Turkey or off the coast of the area 

administered by Turkish Cypriots. (Note:  According to the 

MFA, the GoC opted for negotiating EEZ agreements rather that 

continental shelf agreements due to the  relative ease of 

concluding the former, even though the latter would appear to 

provide more legal certainty. End note.)  The GoC has hired 

Beicip Freilab, a subsidiary of the French Petroleum 

Institute, to be its outside consultant for the auction. 

Last year the Norwegian firm Petroleum Geo-Services (PGS) 

completed seismic surveys of the region, which interested 

companies can purchase from the GoC. 

3.  (U) It is too early to determine the extent of the 

possible reserves, and GoC officials are being careful not to 

speculate.  Press reports, however, suggest that preliminary, 

unsubstantiated information suggests that there may be as 

many as six to eight billion barrels of oil (or the 

equivalent in natural gas) with an overall value of USD 400 

billion -- although critics have dismissed this as wishful 

thinking and note that the relative depth of any likely 

deposits will make drilling extremely expensive. 

4.  (U) The first licensing round will officially open to 

interested companies on February 15 and close on July 16. 

GoC officials have suggested that it may take as long as six 

months to evaluate all applications.  Winning bidders will be 

invited to enter into production-sharing agreements that are 

likely to be signed shortly before the February 2008 

presidential elections. 

5.  (U) Representatives of the Ministry of Commerce held 

briefings on the planned auctions for interested companies 

/ 

/ 

/ 

/ 

/ 

November 20 in London and January 30 in Houston.  Both 

presentations were reportedly well-attended.  Cyprus also 

promoted the auction at the February 1-2 NAPE Expo in 

Houston.  The Embassy has informed U.S. companies about the 

auction through its website, the U.S. Export Assistance 

Center in Houston, and through other FCS channels.  According 

to MoC officials, several U.S. companies have shown interest, 

although none have approached the Embassy directly.  MoC 

officials have privately dismissed press speculation on which 

companies are likely to compete as wildly inaccurate. 

Opposition from Turkey and the Turkish Cypriots 

--------------------------------------------- -- 

6.  (SBU) The Turkish Government and the Turkish Cypriot 

administration have strongly denounced the agreements with 

Egypt and Lebanon and the planned auction.  Both the GoT and 

Turkish Cypriots have publicly claimed: 

-- that the Government of Cyprus does "not represent the 

island as a whole.  Consequently neither the legislation 

adopted nor the bilateral agreements concluded by the Greek 

Cypriot Administration have any effect."  This stance is 

based on the GOT policy -- rejected by the international 

community -- that the GOC is not the sovereign authority on 

the island. 

-- the Turkish Cypriot community has a right to Cyprus's 

natural resources and should share in any proceeds from 

potential oil and gas deposits. 

7. (SBU) The GoT has also claimed that any delineation of the 

continental shelf in a "semi-enclosed sea" like the Eastern 

Mediterranean should not be concluded bilaterally but 

multilaterally taking into account the interests of all the 

countries in the region.  Consequently, the GoT has demarched 

Lebanon and Egypt over their agreements with Cyprus and asked 

the former not to ratify its January 2007 EEZ agreement with 

Cyprus, sent (pre-scheduled) navy vessels to patrol the sea 

south of Cyprus, and called on companies to respect Turkish 

sensitivities and refrain from participating in Cyprus's oil 

and gas exploration. 

8. (U) Following Turkey's statements, the Turkish Cypriot 

press also announced that, in clear contradiction to the 

putative principles at play, the Turkish Cypriot "Council of 

Ministers" had given permission five years ago to the Turkish 

Petroleum Incorporated Company (TPAS) to begin exploring for 

oil and gas off the "TRNC" coast.  While actual exploration 

had yet to start, TPAS would now accelerate its preparations. 

 TPAS, which according to the press lacks the technical 

capability needed for deep sea drilling, was reportedly 

looking to subcontract the work to a major international 

company. 

UK Bases Have Issues, but HMG Unlikely to Oppose Auction 

--------------------------------------------- ----------- 

9. (C) A UK High Commission Official told us that the UK, 

having determined that the licensing round would not 

negatively affect its military operations at its two 

Sovereign Base Areas (SBA) in Cyprus, was very unlikely to 

object to the auction or place any obstacles in the auction's 

way, although technically some of the blocks may impinge upon 

the SBA's continental shelf.  (Indeed, the UK has been 

unequivocal in its statements acknowledging the GoC's legal 

rights). Consistent with its unilateral declaration 

accompanying the Treaty of Establishment of the Republic of 

Cyprus, (under which the UK pledged not to introduce 

commercial activities into the SBA and to pass all mineral 

rights to the GoC) the UK was not interested in any proceeds 

from the oil and natural gas.  Opposing the GoC's 

exploitation of potential deposits in the SBA's continental 

shelf would also be politically damaging and further 

undermine the already weak support for the bases in Greek 

Cypriot public opinion.  As a result, the UK would find a way 

to note its rights concerning the SBA's continental shelf 

without opposing the auction or the winning bidders' ability 

to exercise their exploration and exploitation rights.  The 

UK would object, however, if the GoC were to auction of any 

areas within 6 miles of the SBA coastline.  (Currently the 

nearest block falls 6 miles from the SBA.  While insisting on 

its right to expand the SBA's territorial waters to 12 miles 

at a later date, the SBA currently claims only three.) 

Comment 

------- 

10.  (C) The GoC's plans appear to be well within Cyprus's 

legal rights.  While the GoT may not have a legal leg to 

stand on, its political opposition has the potential to 

sabotage the auction by scaring off many serious bidders. 

Most of the major international energy companies are already 

active in Turkey.  Why risk a sure thing in Turkey to pursue 

unproven reserves in Cyprus?  The GoC's timing of the auction 

also appears to have a political dimension, since it would 

allow contracts to be signed shortly before next year's 

Cypriot presidential elections.  A successful auction would 

give Papadopoulos an electoral boost, and further distract 

attention from his failure to move the ball forward on the 

Cyprus problem.  Nevertheless, as is often the case with the 

larger Cyprus issue, he is unwilling to explore any political 

compromises that could help blunt Turkish opposition and 

ensure the auction's success, instead doggedly insisting on 

the GoC's legal rights.  Like most controversies on the 

island, this dispute is in essence a microcosm of the larger 

Cyprus problem and further demonstrates the zero-sum 

mentality that dominates thinking here.  We continue to note 

publicly that the Government of Cyprus obviously has the 

right to enter into international agreements, but that the 

issue illustrates the essential point that the potential 

deposits be used in a way that enhances prospects for 

reunification of the island.  Moreover, any disputes over the 

issues involved should be dealt with through peaceful, legal 

means.  In short, this dispute once again highlights the need 

for a comprehensive solution to the Cyprus problem.  We will 

also continue to inform U.S. companies about this opportunity 

and urge them to do the proper due diligence, as we do with 

all projects. 

SCHLICHER 
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E.O. 12958: DECL: 02/12/2022 

TAGS: PREL, PGOV, KDEM, CY 

SUBJECT: OPPOSITION PRESIDENTIAL CANDIDATE SOON TO ANNOUNCE 

Classified By: Ambassador Ronald Schlicher, Reasons 1.4 (b), (d) 

1.  (C) SUMMARY:  European Parliamentarian and former Foreign 

Minister Ioannis Kasoulides will stand in Cyprus's 2008 

presidential elections, with a formal announcement likely in 

March.  Behind the decision to run was his conviction that a 

new generation of leaders should take command in Cyprus, 

Kasoulides told the Ambassador February 12.  Cognizant that 

his DISY party remained laden with baggage from its support 

of the 2004 Annan Plan referendum, Kasoulides would run as an 

independent, albeit one with ties to the right-wing group. 

Buoying his electoral chances were the growing percentages of 

AKEL and EDEK voters unsatisfied with President Tassos 

Papadopoulos's hard-line Cyprus Problem tactics; Kasoulides 

saw them as ripe for picking.  DISY-conducted polling showed 

his current electoral support at 40 percent, six points below 

that necessary to win.  Papadopoulos remained a formidable 

candidate, Kasoulides admitted, aided greatly by his control 

of the media.  The President had other tools at his disposal 

to sway the electorate at key campaign junctures as well, 

from manufacturing movement on the CyProb to publicizing the 

onset of oil exploration.  The campaign would be long and 

hard, Kasoulides predicted, and Papadopoulos looked tough to 

defeat. 

2.  (C) Under the President's stewardship, chances for a 

Cyprus settlement had diminished, Kasoulides argued. 

"Papadopoulos is a wonderful goalkeeper," he expounded, 

referring to the leader's lawyerly, go-slow bent, "but 

keepers don't win games." To show contrast, Kasoulides 

revisited his "two-phased" approach to re-unifying the 

island, which has generated substantial media play recently. 

Were he to win office, he would pitch to both sides an 

arrangement wherein a unified Cyprus would feature a 

continued role for guarantor powers, a presence of foreign 

troops, veto powers for the communities, and controls over 

movement and resettlement, but for a fixed period of time. 

Afterward, Cyprus could "join the community of fully 

independent nations," Kasoulides asserted.  END SUMMARY. 

------------------------------ 

Throwing the Hat into the Ring 

------------------------------ 

3.  (C) Even before the ubiquitous Cypriot coffee had reached 

the table at their February 12 get-together, Euro MP and 

former Foreign Minister (1998-2003) Ioannis Kasoulides was 

telling the Ambassador of plans to contest the 2008 race. 

"I'm not subtle," he chuckled.  "I'm running."  Despite 

considering the campaign a personal gamble -- he was 

comfortable in Brussels, and had he wanted a change of venue 

or responsibilities, he could have challenged and defeated 

Nikos Anastassiades for the DISY presidency -- Kasoulides 

asserted that Cyprus needed new blood.  "Presidents 

Papadopoulos, Clerides, and Kyprianou all were followers of 

Makarios and think the same way," he charged.  The nation 

required a generational change of leadership, and Kasoulides 

believed he fit the bill. 

4.  (C) DISY continued to suffer political repercussions from 

its support of the 2004 Annan Plan.  Leader Anastassiades had 

"no credibility in Cyprus," Kasoulides argued, "much like 

Papadopoulos is ignored off of the island."  With this in 

mind, he would run as an independent.  He had no illusion or 

intention of fooling anyone and would not attempt to hide his 

past connection to the party.  Anastassiades could help 

Kasoulides's chances, however, by toning his 

anti-Papadopoulos rhetoric, which seemed counter-productive 

at this point.  (Note:  Under Cypriot electoral rules, 

Kasoulides must resign from DISY before standing as an 

independent candidate) 

5.  (C) Rather than seeking to break the coalition that 

brought Papadopoulos to power, Kasoulides would attempt to 

peel off dissatisfied voters from each component party.  AKEL 

had problems within the ranks, he was convinced, with perhaps 

one-third of its members unhappy with the President's 

management of the Cyprus Problem.  Kasoulides had begun 

contacts with the disaffected.  AKEL bosses Dimitris 

Christofias and Nicolas Katsourides would not stand idly, 

however.  Kasoulides believed the Communist leaders would 

stress to the rank-and-file that linking with Papadopoulos, 

while ideologically hard to swallow, was AKEL's only path to 

power.  As such, the party would not field its own candidate 

in 2008. 

6.  (C) Socialist EDEK also seemed split, Kasoulides 

believed, into pro- and anti-coalition ranks.  Again, perhaps 

one-third of its voters opposed the government's policies. 
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Despite a clear inability to advance to the second round, 

EDEK would field a candidate in 2008, as it had in all prior 

elections.  Rather than leader Yiannakis Omirou, whose 

personal popularity trailed the party's, EDEK might run 

octogenarian party founder Vassos Lyssarides, whose numbers 

were higher.  Regardless of candidate, EDEK would shop its 

support in the second round to the highest bidder. 

Kasoulides made no secret of the fact that he was counting on 

Lyssarides's support. 

7.  (C) He also believed he could obtain backing from smaller 

parties like EUROKO.  All told, internal polling was showing 

support for his presidential candidacy at 40 percent.  Taking 

into account the historical abstention rate on the island, 

Kasoulides considered 46 percent the winning number.  Gaining 

those six points looked difficult, however. 

------------------------ 

Incumbent Not Lying Down 

------------------------ 

8.  (C) The President remained popular in Cyprus, the 

opposition candidate believed, despite the lack of movement 

toward a settlement.  Papadopoulos's hard-line message played 

well to an electorate growing ever more passive about de 

facto partition, and his control over media ensured that RoC 

policies won favorable coverage.  That said, to win 

re-election, Kasoulides thought Papadopoulos would need to 

feign progress on solving the CyProb.  "The President will 

tout some breakthrough in the July 8 Gambari Process 

negotiations," he ventured, "timed for maximum political 

effect."  Another weapon at the President's disposal was the 

bidding process to explore for offshore Cypriot oil -- 

Kasoulides expected the government to announce a winner in 

the run-up to the elections, benefiting the incumbent 

candidate. 

9. (C) Aware that not all voters were happy with the status 

quo vis-a-vis the CyProb, Papadopoulos had prepared two 

divergent messages.  To the "no" voters he would play the 

nationalist card, bashing Turkish intransigence and 

pooh-poohing the authority of Turkish Cypriot leader Mehmet 

Ali Talat to negotiate in good faith.  For pro-solution 

types, however, such as the disaffected EDEK and AKEL cadres, 

he would offer (tepid) support for a bi-zonal, bi-communal 

federal solution and determination to move the July 8 process 

forward. 

---------------------------------------- 

Solving the Cyprus Problem in Two Phases 

---------------------------------------- 

10.  (C) Unlike "goalkeeper" Papadopoulos, who could only 

"not lose" the big game, Kasoulides hoped to score the 

winning goal.  In his own approach to resolving the Cyprus 

Problem, he, too, sought to satisfy two camps.  Populating 

the first were Cypriots who, troubled by the specter of 

imminent partition, believed the RoC should ink an immediate 

deal that gave numerous concessions to the Turkish Cypriot 

community.  On the opposite side were island residents who 

had grown comfortable -- and wealthy -- with the status quo 

and thus saw no urgency in reaching a settlement.  Turkish 

Cypriots likely fell into one or the other category as well, 

he thought.  Youth from both sides tended to favor the 

latter, having had little inter-communal exposure. 

11.  (C) A two-phased solution was in order, Kasoulides 

argued.  In Phase One, the new Cyprus government would grant 

numerous protections to the Turkish Cypriot community, such 

as a continued role for guarantor power Turkey, the 

imperative of dual (Greek Cypriot and Turkish Cypriot) 

majorities for certain legislation, and limits over refugee 

returns.  Such concessions were necessary to win T/C buy-in 

to the new state of affairs, but they could not be permanent, 

else deadlock and conflict would occur (as it did under the 

1960 Constitution). 

12.  (C) Phase Two would see great changes on Cyprus. 

Foreign troops would depart the island, for one.  Veto rights 

by community would disappear, and all displaced persons could 

return to their homes.  Cyprus would become a fully 

independent nation, not a protectorate.  Kasoulides gave no 

timelines for the transition, implying it was open for 

negotiations.  Early versions of the Annan Plan contained 

similar provisions, he claimed, but did not survive the later 

rounds of talks.  He sought the Ambassador's impressions on 

his initiative. 

13.  (C) A sound Greek Cypriot negotiating strategy must be 
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flexible and not maximalist, the Ambassador responded.  The 

government should cooperate on confidence building measures 

like the Ledra Street checkpoint, which could build momentum 

and help along the July 8 process.  Finally, the RoC must 

avoid the temptation of thrashing Talat at every opportunity. 

 The Turkish Cypriot leader had taken a risky step in 

challenging the Turkish generals on Ledra, for example, and 

what was his reward?  Derision from the other side that 

weakened him further and has him playing to his own 

nationalist elements. 

-------- 

COMMENT: 

-------- 

14.  (C) For months if not years, Kasoulides's candidacy has 

been an open secret in Nicosia, although scuttlebutt said he 

would announce in summer, more the Cypriot norm.  With 

Papadopoulos playing "will he or won't he" regarding 

re-election and with AKEL announcing it won't show its cards 

until June, perhaps the DISY candidate saw an opportunity to 

become the man of the hour -- not a bad strategy, really. 

But can he win?  While the most popular politician from the 

opposition, respected even by his political foes, those 

distinctions mean little when the three-party governing 

coalition controls over sixty percent of registered voters. 

From our small sample of contacts, we agree a minority of 

AKEL voters are unsatisfied with the President, but that 

party is legendary at enforcing voter discipline come 

Election Day, and Christofias seems satisfied with the 

current power-sharing arrangement.  Nor is Kasoulides likely 

to win many votes on the CyProb, since, despite a clear lack 

of progress, polled citizens continue to appraise positively 

Papadopoulos's hard-line handling of the national issue. 

Taken together, the challenger's chances for 2008 seem slim. 
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E.O. 12958: DECL: 10/10/2018 

TAGS: ECON, PREL, EPET, CY 

SUBJECT: CYPRUS TO ANNOUNCE TENDERS FOR OFFSHORE 

EXPLORATION, SEVERE NEGATIVE TURKISH REACTION EXPECTED 

REF: A. 07 NICOSIA 675 

     B. 07 ANKARA 2206 

Classified By: AMB FRANK URBANCIC FOR REASONS 1.5 (B AND D) 

1.  (C) The Cypriot Department of Energy is planning to 

announce the next round of bidding for offshore oil and gas 

exploration in Cypriot-claimed waters this November.  During 

the first round of bidding in August, 2007, only three of the 

eleven blocs on offer received bids. Subsequently, only Noble 

Energy of Houston proceeded to negotiate an exploration and 

production agreement for a bloc abutting Israel,s EEZ where 

the company currently is operating gas fields with an Israeli 

partner. Noble,s agreement was approved by the ROC Council 

of Ministers in late September 2008 and is expected to be 

signed by the end of October. 

2. (C) The next round of bidding, expected to take place the 

first half of 2009, will include the blocs contracted for in 

the first round as well as two new blocs at the eastern edge 

of Cyprus, EEZ. The U/S of the Department of Energy tells us 

that the 3D seismic data for these blocs indicates strong 

likelihood of significant liquid deposits. The Commerce 

Ministry believes the poor bidding results in the first round 

were due to Turkish saber rattling. Noble executives told us 

that in September, 2007 they were visited in their Houston 

offices by the Turkish CG in town and told that if they 

proceeded with the bid, the company "could never expect to do 

business with Turkey." Note. The Noble bloc, and all other 

blocs identified by the ROC at this point, are south of 

coastal territory administered by the Turkish Cypriots. End 

Note. 

3. (C) On October 8, the President of the Turkish Cypriot 

Chamber of Commerce, during a general conversation with 

econoff, said that he believes that Turkey is very likely to 

again challenge the ROC,s right to proceed with exploiting 

its offshore assets in the absence of an overall settlement 

to the Cyprus problem.  He believes that Turkey will "at 

least send a warship to the area8 as it did in the run-up to 

the first round of bidding.  In November 2007, the  number 

two of the "ruling" Turkish Republican Party (CTP) told 

poloff that T/C leader Talat gave then RoC  President 

Papadopoulos a strongly worded warning regarding the 

consequences of such action at their last meeting on 

September 5, 2007. Last month, another CTP insider told us 

that he hoped that Christofias would not pull anything 

"crazy" like starting off-shore oil and gas exploration. 

Otherwise, he said in all seriousness, Turkey would send the 

&fleet8 down. 

4. (C) Comment: The G/Cs are aware of Turkish concerns and 

one contact in the Commerce Ministry told us that this is why 

the second round has been delayed until now. She even opined 

that it could be delayed again for fear of affecting the 

reunification talks.  The ROC also wants to avoid another 

bidding round that results in few bids; a possibility if 

Turkey reacts strongly.  Additional fallout from this problem 

is the ROC probably blocking the opening of the Energy 

Chapter in Turkey,s EU accession talks.  The USG (and EU) 

position during the first round of bidding was that the ROC, 

as the recognized government of a sovereign state and a 

signatory to the UN Law of the Sea, has the right to proceed 

with exploring it EEZ. We defer to Embassy Ankara for 

assessment of potential Turkish reactions. 
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E.O. 12958: DECL: 10/28/2019 

TAGS: ECON, PREL, ENRG, EPET, CY 

SUBJECT: CYPRUS: REGIONAL BENEFITS FROM NATURAL GAS IN THE 

EASTERN MEDITERRANEAN - NOBLE ACTIVITY MOVING AHEAD 

REF: A. NICOSIA 351 

     B. NICOSIA 344 

Classified By: CDA JONATHAN COHEN FOR REASONS 1.4 B AND D 

1. (C) Summary. Houston-based Noble Energy will conduct 

seismic exploration in its offshore Cypriot and Israeli blocs 

beginning the end of September and expect to finish about two 

months later. We anticipate the Turkish Cypriots will object 

to the exploration activity, arguing that offshore assets 

belong to all Cypriots. Turkey, while not likely to make any 

claims of its own on the Noble bloc, will strongly defend 

Turkish Cypriot "rights." The earliest gas might flow from 

Cypriot deposits is 2015. In meetings with a variety of 

actors in the RoC energy sector, Noble's new country manager 

for Cyprus found interest in the idea of a pipeline 

connecting offshore gas deposits in the eastern Mediterranean 

to Cyprus and, perhaps, on to Turkey and Europe. We will 

explore the possibility that this idea might defuse some of 

the tension over offshore exploration to the island's south 

and east. End Summary. 

2. (SBU) Noble Energy's newly-appointed country manager for 

Cyprus, Colin Sinclair, arrived to take up his duties on the 

island on June 25. Sinclair has had meetings with the 

Minister of Commerce, Energy Regulator, Chairman of the 

Electricity Authority (semi-government electricity monopoly), 

president of the Chamber of Commerce and Industry, the 

Israeli Embassy, the Cyprus Investment Promotion Agency, and 

the U/S of Energy over the past three weeks in order to 

introduce himself and his company to the business and energy 

communities and to continue building good relations with the 

GoC. 

3. (C) Noble plans to collect additional seismic data on 

offshore blocs in Israeli and Cypriot waters beginning in 

late September. The company will charter a seismic research 

vessel out of Israel which will then "stray" into Cypriot 

waters. Data collection is expected to be completed by late 

November and the determination of whether the data supports 

drilling test wells would be made by mid-2010. Even with 

excellent results, the earliest gas could flow from any 

Cypriot deposits would be 2015. Despite the extended 

timeframe, Turkey and the Turkish Cypriots will likely object 

on the grounds that the GoC does not speak on behalf of 

Turkish Cypriots, who beleive they are entitled to have input 

into any offshore development plans and share any of the 

proceeds from production. Turkey also disputes in general the 

rights of an island to a EEZ beyond a 12-mile limit, although 

recent maps released by the Turkish Petroleum Company (TPAO) 

seem to indicate that they will apply this only to the west 

of Cyprus. 

4. (SBU) At every meeting, Sinclair has spoken about Noble's 

gas discovery announced on July 7 at the Tamar-2 location 

offshore Israel. In conjunction with the Tamar-1 site Noble 

had previously disclosed, the structure constitutes the 

largest find in the company's history, 6.3 trillion cubic 

feet of gas (99.7% pure methane) equivalent to over 1 billion 

barrels of oil. Noble suspects that a similar structure may 

be found in Cyprus' bloc 12, abutting Israel's EEZ, to which 

Noble acquired exploration and production rights in October, 

2008. There is already an onshore gas processing facility in 

Israel and Noble intends to have the first gas from Tamar 

delivered to it in 2012. Sinclair has made clear in his 

conversations with Cypriot officials that Cyprus should 

consider using Tamar as a source of gas for Cyprus. This 

would require either a gas liquefaction plant to be built in 

Israel (to complement a long-planned LNG terminal in Cyprus, 

which remains in the planning stage) or, preferably, the 

construction of an undersea gas pipeline between Israel and 

Cyprus. Noble believes this same pipeline could be used to 

bring gas ashore to Cyprus if sufficient deposits are 

eventually found in Noble's Cypriot bloc. 

5. (SBU) If Tamar were able to deliver gas to Israel by 2012, 

and a pipeline to Cyprus could be built in the same 

timeframe, this would allow Cyprus to use gas for electricity 

generation more quickly than the 2013 date Cypriot officials 

anticipate for completion of a LNG terminal (Sinclair 

believes this timeline for construction of a LNG terminal is 

extremely ambitious.)  For thepastsx mots, Cpus hs 

benpurcain arbo creis u t allig welshr of 

itsKot blgtion. Thr aesevealostace Nbe' 

Cypiot neroutr hav menine o rngin Isrei a 

t Cypu: 

-    Thecosto tepieine athuh icli beleesiwuld e lesthnth os f th LNG terminal.) 
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-     Concern among the Cypriots that a pipeline does not 

allow for storage in case of a pipeline breakdown. 

-     Planning for the LNG terminal has been delayed for 

years. To shelve the project now would require a shift in 

momentum. There is some discussion of having both the 

pipeline and the terminal. 

-     If significant gas is discovered offshore Cyprus, what 

would be done with the additional gas being purchased from 

Israel? 

6. (C) As a means to overcoming these obstacles, Solon 

Kassinis, the U/S of Energy, argues that Cyprus should extend 

the proposed pipeline to integrate eastern Mediterranean gas 

into the Nabucco pipeline in Turkey. While acknowledging the 

political difficulties, Kassinis believes that creating a 

common economic incentive for developing the region's energy 

assets would lower the political tensions around offshore 

resources and complement the stated Turkish goal of creating 

a more-integrated regional economy.  He believes the first 

step is for Cyprus and Israel to reach a mutually agreed 

demarcation of their EEZs, a process reportedly requiring a 

new law in Israel. (Comment. Kassinis says Cyprus would 

happily accept an MOU in lieu of waiting for Israel to pass a 

law. End Comment) Until this issue with Israel is resolved, 

The GoC will oppose Noble selling an interest in its Cyprus 

bloc to its major Israeli partner, Delek Drilling. Noble 

wants to sell a significant minority portion of its Cyprus 

bloc to Delek to reduce its risk on the Cyprus exploration 

and ensure its interests are aligned with their Israeli 

partner's. 

7. (C) Comment. Sinclair has noted several times that the 

Department of State played a key role in the negotiations 

leading to connecting Egyptian gas from offshore Sinai into 

the Israeli gas grid and that this was done to link the 

countries together economically. The Minister of Commerce 

expressed his keen interest in Cyprus becoming an energy 

exporter, but noted his concerns about doing business with 

Turkey until the Cyprus problem is settled. Offering a way 

for Turkey to benefit from regional gas deposits could remove 

one obstacle to the success of the reunification talks. We 

will probe whether the possibility of a regional pipeline 

might be used within the context of the talks to reduce 

tensions. 

Cohen 
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Classified By: ECON/C Tom Goldberger for reasons 1.4 b and d. 

1.  (C) Summary:  Recently announced plans by the Republic of 

Cyprus to move ahead with a licensing round for offshore oil 

exploration (reftel) are of great concern to Turkey. 

Although Turkey claims rights to the area in question under 

the Law of the Sea, Foreign Ministry officials say they will 

rely on diplomacy, especially with Egypt and Lebanon, to 

prevent the planned exploration from moving forward.  Despite 

comments attributed to Turkish officials, Turkey's ability to 

undertake similar offshore activities is limited and there do 

not appear to be specific plans in the works.  Turkey may 

turn to a more aggressive strategy if it finds the 

international community is not taking its concerns seriously. 

 End summary. 

----------------------------------------- 

GOT RELYING ON POLITICAL PRESSURE FOR NOW 

----------------------------------------- 

2.  (C)  The Cypriot Government's announcement that it would 

go forward with a first licensing round for the exploration 

and exploitation of potential offshore oil and natural gas 

deposits (reftel) touched off great concerns among the 

Turkish public and Turkish officials.  Foreign Ministry 

Maritime Affairs officials told us Turkey would pressure 

Lebanon and Egypt to step back from the recently signed 

Exclusive Economic Zone (EEZ) agreements and consider the 

political implications.  They made the legal argument that 

since the Mediterranean is a semi-enclosed sea, the Law of 

the Sea requires that a country must consult all other 

countries bordering the sea when delineating jurisdiction, 

something they claim the GOC did not do prior to signing the 

EEZ agreements or announcing the tender.  In addition, Turkey 

claims jurisdiction for some areas west of 32 degrees, 16 

minutes, 18 seconds, and believes it has rights to six of the 

13 GOC-designated areas. 

3.  (SBU)  In addition to the legal argument, the MFA 

stressed the political argument that the Greek Cypriots do 

not exercise sovereignty over the entire island and therefore 

cannot sign agreements that affect the northern half without 

taking the views of the Turkish Cypriots into consideration. 

Furthermore, they believe the agreements increase incentives 

for Greek Cyprus to continue to deflect efforts to find a 

political solution to the Cyprus issue.  Turkish objections 

have been conveyed to the UN and other internty of the 

Cyprus problem," and "refrain from actions that may harm the 

search for a comprehensive settlement." 

--------------------------------------------- --- 

LARGE COMPANIES INTERESTED BUT SITUATION COMPLEX 

--------------------------------------------- --- 

4.  (C)  BP representatives in Turkey told us BP is 

interested in the Cyprus off-shore blocks because of their 

proximity to Egypt Nile delta off-shore gas fields on which 

they are active.  They described the Cyprus blocks as 

"frontier" because they are completely unexplored.  BP said 

that the Turkish embassy in London had approached their UK 

headquarters with Turkey's concerns.  BP informed told the 

embassy the company had decided to purchase the seismic data, 

as a prerequisite to potential participation in the tender - 

after a six-month analysis period.  BP characterized this as 

a long-term process and noted they would assess all the 

information before taking any other action.  BP is well aware 

of the importance of Turkey to its global operations, 

including the BTC oil pipeline, the South Caucasus gas 

pipeline, and Bosphorus shipping, and these would factor into 

a decision on tender participation.  BP is has also made 

informal contacts with the Turkish navy, which said that it 

is monitoring the situation closely, but has no intention to 

intervene with force. 

5.  (C)  Perhaps mindful of the inconsistency, MFA and 

Turkish energy ministry officials downplayed initial 

statements attributed to Turkish officials that state oil 

company TPAO would pursue its own hydrocarbon exploration in 

the disputed area.  They told us there are no specific plans 

in this regard and note that TPAO has limited capacity of its 

own, although it could always work with foreign contractors. 

BP said that TPAO has an old seismic vessel which had done 

limited exploration in the Aegean.  The company also said 

that the waters north of the "TRNC" are less attractive 

geologically. 

------------------------------------------- 

WITH THE CYPRUS ISSUE, ANYTHING IS POSSIBLE 

---------------------------a political settlement to the 

Cyprus question.  If as the situation unfolds the GOT feels 

that the international community, including its Mediterranean 

neighbors, is not seriously considering its concerns, the 

Turks may deploy a more aggressive strategy that could 

escalate tensions. 

Visit Ankara's Classified Web Site at 

http://www.state.sgov.gov/p/eur/ankara/ 
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Nicosia 120 

SENSITIVE 

1. (SBU) On August 16, the GoC announced the results of bids to 

obtain oil and gas exploration licenses off the south and southeast 

coasts of Cyprus. Despite speculation that the 11 available blocks 

could contain gas and liquids valued up to USD 400 billion and 

strong marketing efforts by the GoC, only three groups entered bids 

on three separate blocks. Bids for two blocks abutting Egypt's 

offshore gas fields were bid by two consortia of companies from the 

UK, United Arab Emirates and Norway (A Cyprus newspaper says that 

the companies that are participating in the consortium are the 

Norwegian firm DNO, the UAE company Larsen Oil & Gas -which also has 

Norwegian ties- and the British Increase Oil Recovery.) U.S. company 

Noble Energy bid on a block bordering Israel's Exclusive Economic 

Zone (EEZ). 

2. (SBU) An official with Noble told us that they decided to make 

their bid only at the last moment primarily at the urging of their 

Israeli partners in an offshore gas platform within Israel's EEZ. 

The Israelis had purchased seismic data from a sounding taken in the 

area prior to the sounding commissioned by the GoC. The Israeli 

geologists felt that there was potential in the block and the new 

field could be economically viable if it were tied into the existing 

offshore Noble/Israel platform despite the deep water (5000 meters) 

and deep geology of the Cyprus block. Also encouraging Noble was 

Cyprus' status as an EU member, considered a "big plus" because 

"this means laws won't change on a whim." An outstanding issue for 

Noble is the lack of a treaty demarcating the boundary between the 

Israeli and Cypriot EEZs. Cypriot officials told Noble that a treaty 

should be completed "very soon." Comment: Local embassy contacts do 

not seem as certain that an agreement will be reached anytime soon. 

End Comment. 

3. (SBU) The lack of bids, especially from any of the oil majors, 

has been criticized by opposition media in Cyprus. The reasons given 

by our sources for the lack of bids were 1) political risk from 

strong Turkish and Turkish Cypriot opposition to the process (see 

reftel B); 2) lack of detailed seismic data and, given how busy oil 

companies are looking for deposits, a lack of geologists to analyze 

the data available; 3) possibly a desire by companies to sit back 

and observe the first round of bidding before making a decision and; 

4) the seismic data and results from elsewhere in the region 

indicate a low likelihood for oil (as opposed to gas), and there 

remains a strong preference among oil companies to invest in oil 

assets first. Bidders were found only for those blocks near existing 

operating fields in Israel and Egypt. The Ministry of Commerce has 

already said that it expects the bidding for two additional blocks 

(abutting the Lebanese border) next year to be much stronger because 

3D seismic data will be available for those blocks. This was echoed 

by the local General Manager for BP who claimed his company would be 

a bidder for those blocks. 

4. (SBU) Next steps towards actual drilling calls for a 

"Consultation Committee" to consider the bids received and measure 

them against the published Guidance Note for evaluation. The 

Committee will provide its recommendations to the Minister of 

Commerce by December who will then present his advice to the Council 

of Ministers. Noble hopes to enter contract negotiations by early 

next year and intend to send a high level delegation to meet Cypriot 

officials this fall. 

5. (SBU) Comment: The GoC, helped by a media prone to 

hyperventilation, over-hyped the likely bidding leading to the 

current letdown. Nevertheless, it could be a political positive if 

contracts are signed just before the February presidential 

elections. The bidding specifications allowed only companies with 

the financial and technical wherewithal to bid, preventing bids from 

purely financial players or small wildcatters.  There is a 

possibility that bids could be entered late by firms that wanted to 

see how things went before acting. The Turkish saber-rattling was a 

factor in the lack of bids, but given oil companies' long experience 

dealing with politically dicey situations, this was probably not the 

major reason for the lack of bidders. 

SCHLICHER 
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1. (C) We met October 16 with Basat Ozturk, DDG for Aviation 

and Maritime Affairs at MFA, to discuss Turkey,s position on 

oil and gas exploration off the coast of Cyprus.  Ozturk said 

Turkey,s position has not changed from last year (reftel), 

and will not be affected by ongoing talks between the 

Government of Cyprus (GOC) and the Turkish Republic of 

Northern Cyprus (TRNC).  The GOC has not only asserted an 

Exclusive Economic Zone (EEZ), Ozturk said, but also has 

tried to extend its continental shelf to cover the same 

territory without reaching a delimitation agreement with 

Turkey.  In Turkey,s view, under both general international 

law and the Law of the Sea (to which Turkey is not a party), 

Cyprus was obliged to reach a maritime delimitation agreement 

with all affected parties, including Turkey, beforehand.  It 

did not even attempt to do so. Thus, Turkey views the Cypriot 

continental shelf claims as illegal.  Without a delimitation 

agreement in place, Turkey considers all waters more than 12 

miles off the coast of Cyprus as "high seas." 

2. (C) Ozturk said Cyprus signed a maritime delimitation 

agreement with Egypt and negotiated one with Lebanon.  Turkey 

approached both governments and showed them that under the 

Turkish proposal for delimitation of the Eastern 

Mediterranean, they would have significantly larger 

continental shelves than under the Cypriot plan.  In Egypt,s 

case, the difference is 12,000 square kilometers.  As a 

result of these discussions, Egypt withdrew from its 

delimitation agreement and the Lebanese have frozen talks 

with the Cypriots. 

3. (C) Turkey asserts a continental shelf claim to the west 

of Cyprus, between 28 degrees east and 32 degrees -- 16 

minutes -- 8 seconds east and north of the line at 34 degrees 

south.  This claim overlaps partially with the Cypriot EEZ. 

Within this zone, Ozturk said, Turkey has a "direct national 

interest" and will "actively disrupt" any exploration 

activity.  Ozturk said that "active disruption" did not need 

to be via military force.  For example, in the case of 

seismic work, Ozturk said Turkish fishing vessels might 

repeatedly circle the ship and thus prevent it from taking 

accurate readings.   Ozturk emphasized that Turkey's national 

interests in this zone can only be changed by a delimitation 

agreement with a future united Cyprus, and are outside the 

scope of the GOC-TRNC talks. 

4. (C) Beyond its direct interests in this continental shelf 

claim area, Ozturk said Turkey has "indirect interests" in 

the seabed delimitation off Cyprus on behalf of the TRNC. 

Turkey will seek to dissuade companies from doing work in 

those areas until there is a final Cyprus settlement.  Ozturk 

said Turkey has several times successfully dissuaded 

companies from bidding on or carrying out exploration in this 

zone (see reftel) and will continue to do so. 

Visit Ankara's Classified Web Site at 

http://www.intelink.sgov.gov/wiki/Portal:Turk ey 

WILSON 
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Classified By: AMB F C URBANCIC FOR REASONS 1.4 B AND D 

1. (C) In a June 1 meeting with the Ambassador, Turkish 

Cypriot (T/C) leader Mehmet Ali Talat, complained that Greek 

Cypriot progress towards exploiting offshore energy assets 

with Houston-based Noble Energy, Inc. "affects the 

negotiations" and was a cause of concern given the 

"controversial nature of the issue."  Talat argued that T/Cs 

have the same rights over natural resources as Greek Cypriots 

(G/Cs), noting that mineral rights would be a federal 

responsibility in a reunified Cyprus. In the past, Talat 

said, G/C President Demetris Christofias had responded to 

these objections by saying "we are preparing the ground in 

advance to share this wealth" but that this ignored the T/C 

right to be involved in this process as well. Talat does not 

intend to raise the matter with Christofias again because "I 

already know how he will answer." "We are expressing to you 

our views on this so that you can do something to stop this 

sort of activity - because it undermines the spirit of the 

talks," Talat concluded. 

2. (C) The Ambassador explained that Noble is a private 

company that entered into a contract with the RoC to which 

the USG is not a party. Noble did not seek USG authority or 

backing for this venture. Noble understood the potential in 

teh Cyprus bloc on which it bid from its current operations 

in an adjacent field in the Israeli Exclusive Economic Zone 

(EEZ). He emphasized to Talat the USG desire to continue to 

help the island to reunify and offered to Talat to seek a 

legal opinion of the EEZ delimitation if that would be 

helpful, but it was unlikely that the USG would take a 

position on it. Talat's response was to throw out the idea of 

"taking Noble to a US court" although he immediately added 

that this seemed "overly ambitious." 

Limnitis 

-------- 

3. (C)  Talat said that the leaders' representatives  (Ozdil 

Nami and George Iacovou ) were still working on modalities to 

open the Limnitis/Yesilirmak crossing point, a stalled 

confidence building measure that has turned into a point of 

friction.  He added that Nami and Iacovou, who happened to be 

meeting today regarding the issue, had hammered out a draft 

agreement at their last meeting.  Talat dubbed that agreement 

"not bad", but said he had heard from unnamed Greek Cypriots 

that Christofias was not happy with it.  Talat added, 

however, that Christofias did not raise Limnitis/Yesilirmak 

at their last tete-a-tete, on May 28. He thought that 

Christofias was avoiding the issue until after the June 6 

European Parliamentary elections. 

Varosha 

------- 

4. (C)  In response to the Ambassador's request for 

assistance in allowing the Embassy to inspect abandoned AMCIT 

properties in the fenced-off city of Varosha, Talat said that 

the Embassy needed to apply through the "TRNC MFA" and 

refuted the Turkish "Ambassador's" May 22 comment to the 

Ambassador that Mr. Talat could be helpful in arranging such 

a visit per Reftel E. (Comment: Our take, supported by both 

the UN and candid contacts in the "TRNC MFA", is that the 

Turkish Military must approve all requests to visit Varosha. 

The Embassy has not been given access since 2005 despite 

making two formal requests. End Comment) 

5. (C) Comment: Talat's heart was not in this discussion of 

gas exploration in teh Cyprus EEZ, even though he requested 

the meeting. His approach was desultory and pro forma.  While 

saying that the negotiations were proceeding well, his body 

language and attitude indicated a man who is tired and viewed 

the offshore exploration issue as a distraction. We recommend 

the following as guidance if press asks for comment to the 

Turkish Cypriot reaction to the story that a U.S.-based 

company will explore for energy in Cyprus' EEZ: 

Begin Text: U.S. policy on this issue has not changed.  The 
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decision by an American company to enter into agreements with 

the Republic of Cyprus is a business decision, not a 

political one. 

All parties must exercise restraint. This controversy points 

to the need for all parties to continue to focus on forging a 

comprehensive solution to the Cyprus problem that will 

reunify the island into a bi-zonal, bi-communal federation. 

A final settlement will enable all Cypriots to benefit from 

the island's resources. End Text. 

Urbancic 
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