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he opening of three ma-
jor power plants in March 
was the latest in Egypt’s 
efforts to end its electric-
ity shortage crisis.

“Huge work is being done in this 
country to end the problem,” said 
Gamal al-Qaluibi, a power engi-
neering professor at Cairo Universi-
ty. “In less than two years, the gov-
ernment managed to end electrical 
power shortages and even pave the 
road for surpluses.”

When they are operating fully in 
2018 as expected, the three electri-
cal power plants, one in the central 
province of Beni Suef and the oth-
ers in the new capital being built on 
the outskirts of Cairo, will produce 
14,000 megawatts (MW) of electric-
ity every year.

In 2013, Egypt produced 24,000 
MW but 29,000 MW were needed 
to bring light to all households, 
make factory machines run, power 
equipment at hospitals and bring 
energy to farmland.

The government was actively 
asking the public to economise on 
electricity consumption, turn off 
air conditioning and do without 
half of the light bulbs at home. 
However, consumption rationalisa-
tion did not reduce daily outages, 
which sometimes brought hospital 
equipment to a standstill.

Instead of addressing the prob-
lem, then-president Muhammad 
Morsi blamed his opponents for 
deliberately cutting electricity to 
anger the public.

When Abdel Fattah al-Sisi became 
president in mid-2014, he learnt the 
lesson from Morsi’s failure to deal 
with the crisis. Sisi’s plan to prevent 
the outages included the construc-
tion of eight massive power plants.

The three power plants that 
opened in March were designed 
and constructed by the German 
electronics manufacturing giant 
Siemens at the cost of $6.4 billion. 
Each of the plants will produce 
4,800 MW of electricity annually at 
peak operations.

The plants are only a small item 
on Sisi’s plan to achieve electricity 
sufficiency in Egypt, the Electricity 
Ministry said.

“Our plan includes a diversifica-
tion of electricity sources,” said 
Ayman Hamza, spokesman for the 
Electricity Ministry. “The plan aims 
to end electricity outages for good 
and secure needs for many years to 
come.”

Sisi’s plan to end the outages in-
cludes exploitation of renewable 
energies. The government actively 
encouraged the private sector to 
establish its own solar and wind 
farms. It installed huge solar panels 
on the roofs of hundreds of gov-
ernment buildings and encourages 
Egyptians to create solar power 
plants on their home roofs. Some 
Egyptians sell electricity produced 
by their solar panels to the national 
grid.

Egypt is expected to sign a con-
tract at the end of April for a nu-
clear power plant, which will be 

built in north-western Egypt by a 
Russian company. The plant, which 
will include four nuclear reactors, 
each producing 1,200 MW of elec-
tricity by completion in 2022, will 
cost $30 billion.

An electricity interconnectivity 
project is due to be completed be-
tween Egypt and Saudi Arabia in 
2019.

All these measures mean one 
thing: Electricity outages will be-
come a thing of the past, Hamza 
said.

“A power cuts-free summer will 
start in our country in a matter of 
few weeks from now for the first 

time in almost a decade,” he said.
Abundant electricity production, 

economists said, will help Egypt at-
tract international investment.

Energy experts said, however, 
the electricity sufficiency should 
not blind Egyptians to the fact that 
fossil fuels are finite, which means 
that Egypt should increase its de-
pendency on renewable energy.

Renewable energy contributes 
only 3% of total electrical power 
generated in Egypt now. The coun-
try has hopes to raise that figure to 
20% by 2022.

“According to specialised studies, 
fossil fuels will start running out a 
short time from now,” said Youssri 
Abu Shadi, an energy expert and a 
former International Atomic Ener-
gy Agency inspector. “This means 
that dependence on renewable en-
ergies is not optional for a country 
like Egypt.”

Amr Emam is a Cairo-based 
contributor to The Arab Weekly.
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gypt plans to increase 
natural gas production to 
166 million cubic metres 
per day (cmd) by June 
2018 from approximately 

110,000 million cmd in May 2016. A 
production jump to 2.2 billion cmd 
is planned by mid-2020. The plan 
looks doable with Eni’s develop-
ment plans for the giant Zohar field 
on target, as well as BP’s West Nile 
Delta (WND) development plans 
projected to be completed before 
target, in summer 2017.

The gas production boost has 
started with Eni’s Noroos field pro-
ducing 25.5 million cmd of natural 
gas in its first year of production. 
At the end of 2016, production had 
hit 127 million cmd. The next incre-
mental output increase is expected 
to arrive this summer from BP’s 
WND field, with reserves of 142 bil-
lion cubic metres of gas and a de-
velopment cost of $12 billion. Initial 
production from WND is slated at 
approximately 22 million cmd ris-
ing to 34 million cmd by 2019.

The significant expansion into 
gas resurgence, after years of dol-
drums, will be the Zohar field out-
put. The development cost of Zo-
har is around $12 billion. Reserves 

are estimated at 651 billion cubic 
metres. BP recently bought a 10% 
share in the field from Eni. Output 
of an initial rate of 5.6 million cmd 
for the first phase in December 2017 
is to rise to 34 million cmd by spring 
2018. The second phase production 
is targeted to start at 76 million cmd 
by the end of 2018.

Egypt must deal with an impor-
tant challenge. Can it become gas 
self-sufficient by 2020? Egyptian 
gas fields suffer from an approxi-
mately 20% annual decline. This 
means it is necessary to ensure the 
start-ups of new fields annually to 
maintain a balance of supply and 
demand.

Egypt has contracted to import 
7.96 million tonnes (around 31 mil-
lion cmd) of liquefied natural gas 
(LNG) in 2017. This has required to 
contract 117 LNG cargoes for this 
year. Around 45 loads are to be sup-
plied by Russia’s state-owned Ros-
neft and approximately 60 cargoes 
are to be imported from the trading 
houses Vitol, BB, Glencore, Trafigu-
ra and Gunvor.

Since the shortfall in supply and 
rising demand in 2014, state-owned 
gas firm EGAS has signed scores of 
deals to import LNG. Egypt sus-
pended its piped exports to neigh-
bouring countries while retaining 
exports to Jordan, delivering lower 
volumes at a higher price formula. 
LNG exports to two European coun-
tries have also been suspended.

Similar to other oil-producing 
countries, Egypt suffered a cash 
shortfall during the oil price col-
lapse of 2014-16. Payments to oil 
operating firms were in arrears of $3 
billion-$5 billion. Egypt’s economic 
problems are in a dire situation, 
much bigger than the cash shortfall 

during the recent price crash.
“We are in a bottleneck and we 

are on our way out, but if we want 
to get out, we have to take tough 
decisions,” said Egyptian President 
Abdel Fattah al-Sisi.

The government has tried to deal 
with the problems by instituting 
value-added tax (VAT), reducing 
subsidies — the latest to bread, the 
main Egyptian food staple. Last No-
vember, it undervalued the curren-
cy. Inflation is estimated at around 
30% annually.

Last summer, Egypt experienced 
a series of blackouts due to power 
cuts. Natural gas fuels more than 
90% of Egypt’s power stations. 
Domestic demand for natural gas 
increased at high rates because of 
subsidies and the rising population 
rate.

The government made more gas 
available to local power stations by 
suspending exports, reducing gas 

supplies to local industry (cement 
and petrochemicals) and suspend-
ing LNG imports. These short-term 
measures were accompanied by 
long-awaited agreements with the 
operating oil firms — payments of 
arrears and modification of the pro-
duction-sharing agreements to pro-
vide incentives to the companies.

The life-saving measure to the 
gas industry was Eni’s announce-
ment in August 2015 of the discov-
ery of the Zohar field, the largest 
gas field discovered in the Mediter-
ranean. Zohar has provided an op-
portunity to meet Egypt’s domestic 
demand, at least in the short and 
medium terms, as well as provide 
the opportunity to resume exports. 
The projected growth of the natural 
gas industry is expected to provide 
an impetus for Egypt’s economy.

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

Securing needs. A power station of the Cairo Electricity Distribution Company.                                (Reuters)

Gas tanks at Suez city north of Cairo.              (Reuters)
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Global oil supplies up 
but OPEC abides by 
output cut

Kuwait raises $8 
billion in foreign 
bond sale

Egypt says Saudi 
Aramco to resume 
deliveries

OPEC countries are complying 
with a landmark deal to reduce 
an oil glut but global supplies still 
increased in February, the Interna-
tional Energy Agency said.

“The implementation of the 
OPEC production agreement ap-
pears in February to have main-
tained the solid start seen in Janu-
ary. For the first two months of the 
deal the compliance rate averaged 
98%,” the IEA said, adding that 
“global oil supplies rose in Febru-
ary as (both) OPEC and non-OPEC 
producers pumped more”.

At the end of November, OPEC 
agreed to cut output by 1.2 million 
barrels per day (bpd) from January 
1st. In December, non-OPEC pro-
ducers led by Russia agreed to cut 
their output to 558,000 bpd.

The aim was to reduce a glut in 
global oil supply that has depressed 
prices, which stand at around $48-
$51 per barrel.

However, global supplies 
increased 260,000 bpd to 96.52 
million bpd in February, the IEA cal-
culated. OPEC increased output by 
170,000 bpd to 32 million bpd and 
non-OPEC oil production increased 
by 90,000 bpd to 57.8 million bpd, 
largely due to higher US output.
(Agence France-Presse)
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Walid Khadduri

Economy

Deficit-hit Kuwait has raised $8 
billion in its first international bond 
issue, the Finance Ministry said, as 
it seeks to make up a budget short-
fall resulting from low oil prices.

The debt sale consisted of $3.5 
billion in 5-year bonds and $4.5 bil-
lion in 10-year bonds, the ministry 
said in a statement.

After healthy surpluses for 16 
consecutive years, the oil-rich Gulf 
state posted a budget deficit in 
2015-16 and is projecting a shortfall 
of $29 billion for the fiscal year that 
ends March 31st. Kuwait has seen 
revenues fall amid a prolonged 
drop in oil prices.

The latest bond sale was over-
subscribed, with orders exceeding 
$29 billion, the ministry said.

“We are delighted for the suc-
cessful pricing of this transaction 
and the positive response we 
have received from international 
investors,” Finance Minister Anas 
al-Saleh said.
(Agence France-Presse)

Saudi oil giant Aramco is to 
resume deliveries of oil products 
to Egypt that have been suspended 
since October, the Egyptian Petro-
leum Ministry said, amid differ-
ences over the Syrian conflict.

“It was agreed that the Saudi 
side will resume shipping Aramco’s 
petroleum products in accord-
ance with the commercial contract 
between the (Egyptian General) Pe-
troleum Corporation and Aramco,” 
the ministry said.

Saudi Arabia last April agreed 
to finance Egyptian imports of 
refined products from Aramco for 
five years in a $23 billion deal but, 
in October, Aramco halted without 
explanation the agreed deliveries 
of 700,000 tonnes of petroleum 
products a month.

The move came after Egypt 
voted in favour of a Russian-draft-
ed UN Security Council resolution 
on Syria that Saudi Arabia strongly 
opposed. Riyadh has also been 
frustrated by Cairo’s unwillingness 
to send ground troops to join a 
Saudi-led coalition fighting rebels 
in Yemen.
(Agence France-Presse)

The projected growth 
of the natural gas 
industry is expected 
to provide an impetus 
for Egypt’s economy.

Our plan includes a 
diversification of 
electricity 
sources.”Ayman Hamza, spokesman for 

the Electricity Ministry
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