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Chinese finance Jordan’s first oil shale power plant
Raied T. Shuqum

Amman

J
ordan secured $1.7 billion 
in Chinese loans to build 
the country’s first shale oil-
fuelled power plant to ease 
the burden power consump-

tion places on the Jordan’s squeezed 
economy, according to a partner in 
the project.

The Chinese loans came after 
Jordan had tried to work with un-
specified regional and international 
governments and lending firms, 
Mohammad Maaitah, project part-
ner of Attarat Power Company 
(APCO), said.

The secured loan came against 
the backdrop of environmentalists’ 
warning that shale dust could cause 
pulmonary diseases in humans.

Jordan, a country barren of natu-
ral resources and heavily depend-
ent on donations and remittances 
by Jordanian expatriates to keep its 
fragile economy afloat, imports 97% 
of its energy needs.

Jordan’s energy bill recently hit 
unprecedented levels due to the 
influx of refugees fleeing Syria’s 
civil war and a suspension, due to 
pipeline sabotage, of gas deliveries 
from Egypt, which forced Jordan 
to switch to petroleum to generate 
electricity. Other reasons included 
an increase in demand and rising oil 
prices in 2011-13.

Subsequently, Jordan’s budget 
deficit reached a record $30 billion, 
undermining government efforts to 
ease foreign debt and post accepta-
ble growth rates. Amman tightened 
spending and rationed electricity 
on highways outside main cities to 
avoid cuts to households.

The government also embraced 
alternative energy, setting up solar 
plants and windmills, and mapped 
out plans to introduce energy from 
nuclear plants within a few years. 
The state offered tax and customs 
incentives to citizens who replace 

fuel-driven vehicles with electric 
models.

One of Jordan’s main projects is 
to utilise oil shale combustion in its 
first shale oil-fuelled power plant.

Maaitah said negotiations were 
tough, as many international and 
regional financing entities did not 
show interest in financing the oil 
shale project. “But finally, we se-
cured the financing from Chinese 
banks and we’ll go ahead with our 

project,” he said.
He said APCO signed a memo-

randum of understanding with the 
Bank of China and the Industrial 
and Commercial Bank of China for 
the $1.7 billion loan to finance the 
oil shale power plant.

The signing followed a Septem-
ber tour of China by Jordan’s King 
Abdullah II, who invited Chinese 
business leaders and politicians to 
invest in his country.

The oil shale loan is guaranteed 
by the China Export and Credit 
Corporation, Maaitah noted. He 
said the deadline to secure financ-
ing for the 470-megawatt plant was 
October 1st. The project is likely to 
create 3,000 direct jobs during the 
construction phase and 700 jobs for 
ongoing operations, he said.

According to a 2014 agreement 
with the Jordanian government, the 
APCO plant should be operational 
in the second half of 2018 and is ex-
pected to slash the country’s energy 
bill by $500 million annually as the 
electricity it will produce will be 
bought at half the current price.

“The other partners in the project 
are expected to secure the rest of 
the money needed for the $2.2 bil-
lion plant in about a month’s time,” 
Maaitah said. “If we do not start 
construction on the project in early 
2016, we will not be able to com-
plete the plant on time.”

The facility is expected to uti-
lise Jordan’s reserves of oil shale. 
According to the World Energy 
Council, Jordan has the fifth larg-
est oil shale resource in the world, 

estimated at 40 billion-70 billion 
tonnes. Geological surveys indicate 
that the existing deposits underlie 
more than 60-70% of the kingdom’s 
territory in 26 known localities.

Humans have used oil shale as a 
fuel since prehistoric times because 
it generally burns without any pro-
cessing.

An official at Jordan’s Ministry 
of Environment, however, warned 
that processing oil shale must be 
monitored carefully to avoid seri-
ous health risks.

“In general, Jordanian oil shales 
are of high quality but we need to 
be extra careful and study all factors 
in building and utilising the power 
plant, and mining the oil shale in 
order to keep the project safe,” the 
official said. 

He insisted on anonymity, saying 
he was not allowed to make state-
ments to the media.

The official insisted that experi-
ence gained in Estonia suggests that 
workers should be monitored for 
evidence of pulmonary diseases, 
especially since the incidence of 
respiratory diseases in other indus-
tries, such as phosphate mining, 
indicates that shale dust and ash 
could be hazardous.

“The plant will produce gase-
ous, liquid and solid pollutants that 
must be disposed of appropriately,” 
the environmentalist said. “Pol-
lutants arise when the raw shale is 
converted to useful products, by-
products or waste by different pro-
cessing units.”

Many environmental concerns 
exist, from fine dust, carbon diox-
ide, hydrocarbon and sulphur ox-
ides going into the air during the 
production process, he warned.

Therefore, he said, the general 
public living near the oil shale pro-
cessing plant may be affected by se-
rious health risks including respira-
tory disabilities. 

Raied T. Shuqum, based in 
Amman, has reported on regional 
issues since 1999.
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Egypt’s gas find a regional game changer
Walid Khadduri

T 

he discovery of natural 
gas in the Eastern Medi-
terranean raised much 
interest, not because this 
is one of the few areas in 

the hydrocarbon-rich Middle East 
and North Africa with little, if any, 
reserves, but because of the much 
needed new wealth for the coun-
tries of the region, the chronic polit-
ical hostilities and armed conflicts 
among the neighbouring states and 
the proximity of the gas reserves to 
European markets.

Egypt was the first to discover 
commercial gas reserves in the 
East-Med. The findings were close 
to Alexandria and Port Said and the 
gas was dedicated to meet rising 
domestic energy demand.

The East-Med discoveries added 
to the country’s associated gas from 
the Gulf of Suez and the associated 
and free Western desert gas. Egypt 
relies heavily on gas as a major 
source of energy for the country. 
More than 90% of the country’s 
power stations use gas to generate 
electricity. Public transportation 
uses gas as fuel. Gas is also the main 
fuel source for heavy industries, 
such as petrochemical, iron, steel 
and cement.

Egypt’s energy consumption rose 
approximately 5.6% annually from 
2000-12. Gas demand increased 
during the same period around 
8.7% annually. Gas was meeting 

more than 50% of Egypt’s energy 
consumption in 2012, compared to 
35% in 2000. The use of gas also 
increased rapidly because of state 
subsidies.

With the advent of the 21st cen-
tury, Egypt launched several gas-
export projects, including liquefied 
natural gas (LNG) to Europe and 
two regional pipeline projects. The 
Arab Gas Pipeline supplying Jor-
dan, Syria and Lebanon with plans 
to extend to Turkey and Austria and 
the pipeline dedicated to the Israeli 
market, extending from al-Arish in 
the Sinai peninsula to Ashkelon on 
the Israeli coast.

Egypt encountered a series of 
problems with the export projects 
following the overthrow of the 
Mubarak regime in 2011. Exports 
ceased in early 2015. The pumping 
station at al-Arish was sabotaged 
repeatedly. Price formulas for gas 
sales proved to be uneconomical. 
The sales price of about $3 per mil-
lion British thermal units (mBTU) 
was much less than international 
gas prices and, more importantly, 
less than the cost of production. 
The Egyptian parliament and the 
media criticised, both during the 
Mubarak regime and during the 
revolution, corruption and mis-
management.

Egypt’s gas industry experienced 
a major setback in 2014-15. In a rare 
experience in international gas in-
dustry, Egypt encountered a short-
fall of supplies. Not only was Cairo 
unable to meet the country’s local 
demand, it also failed to meet its 
obligations to provide gas for the 
multi-billion-dollar export projects.

The shortfall of gas supplies led 
to repeated domestic power failures 
and the legal complaints of interna-
tional oil companies that invested 

billions of dollars to build the LNG 
facilities and pipelines. Legal cases 
were raised, suing Egypt for not 
meeting its contractual obligations. 
Egypt spent the first half of 2015 ne-
gotiating to import gas from Russia, 
Algeria, Cyprus and Israel to defray 
the shortages and meet domestic 
and international obligations.

The Egyptian gas scene changed 
dramatically with Italy’s Eni state-
ment of the discovery of the Zohr 
Prospect in the Shorouk gas field. 
With reserves of about 30 trillion 
cubic feet of gas (TCF), it is the larg-
est gas field discovered in the Medi-
terranean.

Shorouk is projected to help meet 
Egypt’s gas demand for several dec-
ades, along with the associated gas 
from the Gulf of Suez and the West-
ern desert gas.

Eni Chief Executive Officer 
Claude Descalzi added a major 
geopolitical perspective for the de-
velopment of Shorouk. He told the 
Italian parliament in mid-Septem-
ber that Eni intends to use Egypt 
as a hub for East-Med gas exports. 

Shorouk would be an anchor for 
an underwater gas pipeline grid to 
Italy for transmission further into 
Europe.

The geopolitics of the project will 
be enhanced as Eni intends to con-
nect its offshore gas discoveries in 
Egypt and Cyprus with the pipeline 

grid. Gas will also be added from 
two fields already producing off-
shore Libya.

Eni plans to talk with other inter-
national oil companies to supply 
gas from their fields, most probably 
from small stranded reserves that 
are uneconomical for dedicated ex-
port projects.

This will involve negotiations 
with neighbouring countries and 
international oil firms. The pipeline 
will lie 4,500-6,000 metres under 
sea level. The political, commercial 
and technical aspects of the project 
will take several years before reach-
ing the export stage. The ambitious 
project is envisioned to put Egypt 
in the centre of the East-Med gas 
industry, once more.

The discovery of Shorouk and the 
turning of Egypt into a regional gas 
hub should provide the initiative to 
Cairo. Israel has been trying to cap-
ture this leading role for both secu-
rity and financial reasons.

 Israel focused on security advan-
tages for being the main gas sup-
plier to Arab countries that have 
signed peace agreements with Isra-
el, Egypt and Jordan, as well as the 
Palestinian Authority to enhance 
long-term relations and to make 
their industries and power stations 
dependent on Israeli gas imports 
and prices.

The short-range exports were also 
to serve the operating companies in 
the Israeli offshore to find the nec-
essary collateral to their loans from 
international banks to finance Isra-
el’s Leviathan and Tamar gas fields. 
It is estimated that the first-stage 
development cost of the Leviathan 
alone is more than $6 billion.

Walid Khadduri is an Iraqi writer 
on energy affairs.

The Egyptian gas 
scene changed 
dramatically with 
Italy’s Eni statement

More than 90% of 
the country’s power 
stations use gas to 
generate electricity


