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Builder confident 
of $20 billion Saudi 
housing deal

Oman to encourage 
household 
generation of
solar power

Kuwait, Saudi 
Arabia agree to 
resume output at 
disputed oilfield

A South Korean construction 
company that jointly won a $20 bil-
lion housing deal with Saudi Arabia 
said it was confident the project 
would go ahead despite the effects 
of slumping oil prices on the Gulf 
country’s coffers.

Under the deal, a three-party con-
sortium will build 100,000 housing 
units and related infrastructure for a 
new town near Riyadh. The consor-
tium includes South Korean firms 
Daewoo Engineering and Construc-
tion and Hanwha Engineering and 
Construction, along with local con-
struction firm Saudi Pan Kingdom.

Daewoo Construction spokes-
woman Hong Soo-Jin said the com-
pany was “fully confident” the 
project, the biggest overseas con-
struction deal won by South Korea, 
would be realised.

The project to build the new town, 
Dahiyat Alfursan, is part of efforts to 
relieve a chronic housing shortage in 
Saudi Arabia, particularly near the 
over-populated capital. The Saudi 
government in January announced 
a plan to invest $400 billion for the 
next seven years to build as many 
as 1.5 million houses, according to 
Daewoo.
(Agence France-Presse)

Oman will encourage households 
to use solar panels to generate elec-
tricity and feed it into the national 
grid, Qais al-Zakwani, executive di-
rector of the Authority for Electric-
ity Regulation, said.

The policy could put Oman in the 
forefront of Middle East countries 
promoting widespread use of solar 
energy. Its finances severely dam-
aged by low oil prices, the Omani 
government is seeking ways to save 
money, including a cut in electricity 
subsidies for commercial and indus-
trial users.

Zakwani told Reuters the author-
ity aimed to have a mechanism in 
place by mid-year for households to 
generate power using solar roofing 
panels and provide the power to the 
grid in exchange for cuts in electric-
ity tariffs.
(Reuters)

Saudi Arabia and Kuwait reached 
a deal to resume production at the 
disputed Khafji offshore oilfield, 
Kuwaiti Acting Oil Minister Anas 
al-Saleh told parliament during de-
bate.

Saleh, who is also the finance 
minister, said the quantities will 
increase “gradually” after resolving 
issues over which the field was shut 
down.

Production at Khafji, which 
pumped more than 300,000 bar-
rels per day (bpd) and was jointly 
operated by the two countries, was 
halted in October 2014. Riyadh cited 
environmental issues for the shut-
down.

Kuwait had initially said that Sau-
di Arabia unilaterally stopped pro-
duction due to pollution concerns 
even though it was entitled to five 
years’ notice under the joint agree-
ment.
(Agence France-Presse)
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Disputes delay Mediterranean gas 
projects, expectations take back seat
Walid Khadduri

Beirut

H 

igh expectations fol-
lowing natural gas dis-
coveries in the eastern 
Mediterranean have 
taken a back seat as the 

collapse in oil price has led com-
panies to review planned energy 
projects.

Approximately $200 billion 
worth of upstream hydrocarbon 
projects have been cancelled or 
postponed. The delays involve 
eastern Mediterranean gas fields, 
including Israel’s Leviathan and 
Cyprus’s Aphrodite fields.

The development of Leviathan’s 
first stage is estimated to cost $6 
billion. A Noble Energy-led con-
sortium, which includes Israel’s 
Delek Group, is responsible for the 
development of both Leviathan 
and Aphrodite fields. It has also 
delayed development of Israel’s 
smaller gas discoveries. Tamar is 
Israel’s only producing gas field so 
far, with supplies dedicated to the 
domestic market.

Economic disputes are common 
between producing countries and 
oil firms. Disagreements surface 
during negotiations or even after 
conclusion of contracts, causing 
delays.

In Israel, the head of the An-
titrust Authority (ATA) stated in 
December 2014 that Noble’s con-
sortium constituted a monopoly 
jeopardising the interests of Israeli 
consumers.

ATA argued that the consortium 

had discovered nearly all the ten 
gas fields in northern Israeli wa-
ters, including Tamar and Levia-
than. ATA asserted that the con-
sortium’s control of gas supplies to 
the Israeli market would enable it 
to fix the prices of gas and electric-
ity.

Israel’s plans are for gas to be 
the main fuel for power stations. 
Accordingly, ATA demanded that 
consortium firms divest their 
shares in several fields. Consorti-
um members refused to adhere to 
ATA’s demand but agreed later to 
a compromise that provided for a 
much smaller divestment.

Israeli Prime Minister Binyamin 
Netanyahu opposed ATA’s policy, 
arguing the conflict with the con-
sortium hurt Israel’s strategic and 
economic interests. During the dis-
pute, which extended throughout 
2015, the consortium delayed de-
velopment of Leviathan. Most of 
the agreements signed with Egypt 
and Jordan, as well as the Pales-
tinian Authority, were stalled or 
annulled because of lack of clarity 
over the firms operating the fields.

In Cyprus, oil firms asked Nico-
sia to modify drilling commit-
ments, arguing that no commercial 
discoveries were made after Aph-
rodite was found. The companies 
were under pressure from parent 
firms to reduce expenses in light of 
the oil price collapse. After months 
of talks, it was agreed the compa-
nies would drill in different blocks.

Oil-producing countries also en-
counter differences among their 
political parties and groups over 
profits to be achieved by oil firms. 
In Lebanon, political differences 
surfaced even before the first bid-
ding round has taken off.

Israeli political differences were 
sparked by ATA in December 2014. 

ATA proposed changing contract 
terms just as firms were about to 
develop the Leviathan field. Net-
anyahu opposed ATA’s policy and 
defeated his opponents in the 
Knesset, who argued in favour of 
consumers. The head of ATA re-
signed.

The dispute delayed the devel-
opment of Leviathan. The consor-
tium studied the possibility of a 
joint development of Israel’s Le-
viathan and Cyprus’s Aphrodite. 
Production plans for Leviathan 
have been postponed from 2018 to 
2019.

Lebanon has encountered a 
score of political challenges since 
2014. The cabinet failed to give 
priority to the gas project, dead-
lines to go ahead with the first bid-
ding round are three years behind 
schedule and several oil firms lost 
interest in the bidding process.

EU countries have expressed in-
terest in importing eastern Medi-
terranean gas, despite its rela-
tively limited reserves, estimated 
at about 1% of global reserves. EU 
countries declared their intent to 
increase gas utilisation, for envi-
ronmental reasons. The United 
States supports the European Un-
ion’s policy to reduce dependence 
on Russian gas. Russia has the larg-
est gas reserves globally.

Several projects have been pro-
posed to export eastern Mediter-
ranean gas to Europe.

The export of Israeli and Cyp-
riot gas by pipeline, from Israel 
through Cyprus to Greece, would 
serve Greece and feed into the EU 
gas grid. A major hurdle meeting 
this project is the sea depth be-
tween Cyprus and Greece.

The extension of a pipeline from 
Israel through Cyprus to Turkey, 
exporting both Cypriot and Israeli 

gas, would join in Turkey with one 
of the East-West gas pipelines to 
the European Union but the pro-
ject would need the resolution of 
political disputes between Cyprus 
and Turkey and between Israel and 
Turkey.

The construction of a liquefied 
natural gas (LNG) plant in Cyprus, 
serving both Cypriot and Israeli 
gas was delayed after the Cypriot 
financial crisis.

Israel is also considering export-
ing electricity to the European Un-
ion through a cable across Cyprus 
to Europe.

Talks are ongoing concerning 
these proposals. There are com-
peting security, national and com-
mercial interests in support of each 
proposal. None of the projects 
would make a dent in Russia’s gas 
market in the European Union.

Egypt’s Shorouk field discov-
ery by Italy’s ENI in August 2015 
changed the geopolitics of eastern 
Mediterranean gas. Plans include 
meeting Egyptian domestic gas 
demand; turning Egypt with its 
existing gas facilities and two LNG 
plants into an eastern Mediterra-
nean gas hub; collecting supplies 
from Egyptian and neighbouring 
small gas fields to export to Italy 
via Shorouk in an undersea pipe-
line through Libyan waters, using 
facilities from two ENI offshore 
fields with an existing pipeline to 
Italy and connecting with the EU 
gas grid.

Walid Khadduri is an Iraqi writer 
on energy affairs based in Beirut.
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A gas platform controlled by the US-Israeli energy group Noble and Delek, in the Mediterranean sea, some 15km west of Israel’s port 
city of Ashdod.


