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Major oil firms interested in Eastern Med gas
Walid Khadduri

Beirut

M 

ajor international oil 
companies (IOCs) 
have submitted bids 
to participate in Cy-
prus’s third licensing 

round for three southern offshore 
blocks adjacent to Egypt’s northern 
waters.

The three Cypriot licensing 
rounds have encountered a number 
of challenges. Turkey’s threats to 
operating firms overshadowed the 
first licensing round. It threatened 
to boycott IOCs operating in Cypriot 
waters. It did not allow the IOCs to 
take crude oil from Turkish ports. 
The IOCs were also not allowed to 
distribute petroleum products in 
the Turkish market. Turkey has 
boycotted Eni but the Italian firm 
challenged the decision in court and 
the dispute is being adjudicated.

The second licensing round oc-
curred during the Cypriot financial 
crisis that involved the collapse of 
two major local banks. The third li-
censing round has been taking place 
during the global price collapse. Oil 
firms have reduced investments in 
new offshore fields and cut costs 
drastically. About 5,000 blocks are 
on offer worldwide.

The IOCs’ interest in the third 
Cypriot licensing round stems from 
Eni’s major Zohr gas discovery in 
August 2015, in northern Egyptian 
waters about 8km from Cypriot wa-
ters. Zohr’s significance lies in its 
huge reserves of approximately 30 
trillion cubic feet, the largest field 
so far in the Mediterranean, and be-
cause it was found in a previously 
unexplored deep Eastern Mediter-
ranean geological structure.

Cypriot Energy Minister Yiorgos 
Lakkotrypis briefed the cabinet on 
July 27th that the third oil and gas 
licensing round received offers from 
a consortium of ExxonMobil and 
Qatar Petroleum, a second from a 
consortium of Total and Eni and a 
third from Norway’s Statoil. Other 
offers were received from a consor-
tium consisting of Capricorn and Is-
rael’s Delek, Avner and another one 
from Eni.

Zohr, along with the BP gas dis-
covery of Baltim SW-1 well in June 
2016, is expected to enhance Egypt’s 
plans to be gas self-sufficient within 
the next decade. Zohr is projected 
to enter production around 2020.

Egypt is the largest gas importer 
among Arab countries — despite be-
ing a gas-producing state. Gas con-
sumption has increased substan-
tially in the past few years, rising 
more than domestic production.

This was due to disputes between 
the government and the oil firms 
over payments, which delayed the 
development of new fields. Con-
sumption increased because of 
high subsidies, which were recently 
reduced, and due to rapid utilisa-
tion of gas in power stations (more 
than 85% of Egyptian power sta-
tions burn gas instead of petroleum 
products), petrochemical and other 
industrial plants.

Egypt also committed to four gas-
export projects (two piped gas and 
another two liquefied natural gas 
projects) that burdened the coun-
try’s resources, obliging it to be-
come a gas importer.

The interest expressed by major 
US and European firms in the Cyp-
riot third licensing round has raised 
expectations of the Eastern Medi-
terranean gas potential and its role 
in regional markets. The gas could 
provide a take-off for the domestic 
economies of the regional coun-
tries.

It is projected that the availability 
of sufficient gas supplies in energy-
poor Eastern Mediterranean coun-

tries will reduce the dependence on 
crude oil imports and that the im-
port substitution will lessen the bal-
ance of payments deficit in the new 
producing countries. Gas is more 
environmentally friendly than pe-
troleum products.

The discovery of natural gas in 
the Eastern Med has added politi-
cal risk to volatile region riddled 
with geopolitical problems. Most 
of the gas discovered has been in 
Exclusive Economic Zones (EEZ) of 
neighbouring countries. Many of 
the boundaries between them are 
not demarcated and lack the neces-
sary border treaties.

There are also historical feuds 
among the countries concerned. 
Israel, for example, has blocked the 
development of the East Gaza ma-

rine field that was discovered in Pal-
estinian Authority waters in 2000.

A demarcation treaty was drafted 
by Cyprus and Lebanon but it has 
not been ratified by the Lebanese 
parliament, following a Cypriot-Is-
raeli bilateral border accord, which 
Lebanon considers is in violation 
of its draft agreement with Cyprus. 
The conflict has resulted in a dis-
puted zone between Lebanon and 
Israel.

Lebanon and Syria also need to 
demarcate their EEZ territories. 
Syria has awarded a Russian firm a 
concession that straddles northern 
Lebanese waters. Cyprus and 
Turkey are holding negotiations 
under UN auspices to settle the 
Cyprus problem and resolve the gas 
issue between the island’s Greek 

and Turkish communities. Nicosia 
reports that the negotiations have 
been encouraging but it is not clear 
what Turkish President Recep 
Tayyip Erdogan’s position will be 
following the latest attempted coup.

These disputes and others over-
shadow offshore gas developments 
in the Eastern Mediterranean. Fu-
ture political tensions could spill 
over into the offshore areas. Pro-
tests are already being heard that 
gas from one country is being si-
phoned by another. The lack of ac-
cords to deal with fields that strad-
dle borders is a possible source of 
conflict. Armed regional conflicts 
could also spill offshore.

Walid Khadduri is a Beirut-based 
Iraqi writer on energy affairs.

A 2015 file photo shows Cyprus Energy Minister George Lakkotrypis (L) and his Egyptian counterpart 
Sherif Ismail signing an energy deal between the two countries in the Egyptian capital, Cairo.
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IJL 2016  set for an action-packed 
international show

I 

JL 2016, running September 
4th-6th at Olympia, London, 
is set to shine in the industry 
calendar as Britain’s leading 
trade event for the interna-

tional jewellery industry with a 
global showcase of many of the 
most innovative and exciting 
brands and designers — as well as 
featuring the latest trends and de-
sign talent and a comprehensive, 
thought-provoking seminar pro-
gramme.

Sam Willoughby, event director, 
said: “The Olympia venue provides 
the perfect backdrop to present the 
portfolio of over 500 companies 
— from fine jewellery, designer 

brands and silver jewellery to loose 
gemstones and retail services sup-
pliers — from 38 countries.

“A number of key buyers from 
the Middle East, Russia, America 
and France are also coming to the 
show for the first time this year as 
members of the prestigious Dia-
mond Club.

“We have a full agenda includ-
ing our German Market Focus, our 
inspirational trend based catwalk 
shows and the not to be missed 
schedule of insightful seminars 
and advice clinics. It promises to 
be a very busy three days!”

The IJL Market Focus is in its 
second year and is aimed at cre-
ating global jewellery trade com-
mercial and cultural partnerships. 
This year Germany, renowned for 
its fine and high-end silver jewel-
lery, has been chosen as the Market 
Focus and 15 German companies, 
including Richard Hans Becker, 
Hans D Krieger, Manu Werkstatt, Di 
Perle and Indo Gems Handels, are 
to showcase new collections and 
flagship pieces at IJL 2016.

IJL attracts jewellery and watch 
companies from every category, 
with the most impressive lineup 
of fine jewellery found in Britain 
at the show. These include, for the 
first time, brands such as Rose Car-
valho from Brazil, fine jewellery 
designer David Miracca from Lon-
don, Drakenberg Sjolin from Den-

mark and Grew & Company from 
Australia.

Returning high-profile designers 
are James Newman, Alex Monroe, 
Andrew Geoghegan, Rachel Galley 
and Sarah Jordan, who join major 
established brands such as Charles 
Green, IBB London, Uno de 50, 
Domino, Bronzallure, Nikki Lissoni 
and Unique.

The strong international show-
case at this year’s event will be fur-
ther enhanced by the International 
Pavilions representing South Af-
rica, Hong Kong and Sri Lanka to-
gether with the European Village.

IJL has established an enviable 
reputation as the place to discover 
the emerging British designers and 
the 2016 KickStarters and Bright 
Young Gems will once again take 
centre stage. They will be joined by 
the winners of this year’s Editor’s 
Choice competition, which cele-
brates some of the most innovative 
and commercial jewellery collec-
tions on show at IJL.

Judged by Claire Adler, the jew-
ellery and luxury correspondent 
for publications such as the Finan-
cial Times, and Sam Willoughby, 
IJL event director, Editor’s Choice 
includes a new award: German 
Style for a jewellery piece from a 
German exhibitor that evokes im-
peccable German craftsmanship 
and design.

The thrice daily catwalk will 

showcase the latest trends in jew-
ellery — Graphic Punch, Craft Tech, 
Nu Form and Vintage Selfie — with 
a unique Moments in Time bridal-
themed show included.

Other highlight features include 
the industry-acclaimed comple-
mentary seminar programme 
packed with high-profile industry 
speakers and experts providing an 
invaluable source of knowledge 
and commercial insights. For the 
first time, this will include a dedi-

cated daily Watch Hour session, 
designed to provide buyers and 
visitors with valuable insights into 
some of the key opportunities and 
issues facing the industry today.

There is an exciting visitors’ reg-
istration competition to win an 
exclusive Champneys Pamper Spa 
Day for two or an Aston Martin 
Thrill Day at a famous motor race 
circuit. For free online visitor reg-
istration for IJL 2016 go to: www.
jewellerylondon.com/register.

International Jewellery Show 2015 in Olympia, London.
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