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hile recent head-
lines focused on 
Saudi Arabia’s do-
mestic and external 
political dramas, 

Saudi Aramco demonstrated it is 
business as usual in the Gulf state. 
It recently signed several energy de-
velopment deals with foreign firms 
in its drive to meet one of the early 
target goals spelled out in the Saudi 
government’s National Transforma-
tion Programme (NTP).

Saudi Aramco officials signed $4.5 
billion worth of agreements with in-
ternational contractors for projects 
largely targeting expansion of the 
kingdom’s natural gas production.

Boosting Saudi Arabia’s natural 
gas production from 12 billion cubic 
feet per day (Bcf/d) to 17.8 Bcf/d by 
2020 is a significant goal of the NTP. 
The kingdom wants to replace large 
volumes of crude that are used to 
help fire electricity plants with 
greater gas feeds as domestic power 
demand quickly grows. Higher gas 
volumes could serve as feedstock 
to the kingdom’s industrial base, 
including its valued petrochemical 
industry.

During last summer’s peak elec-
tricity consumption, Saudi Arabia’s 
direct crude burn used to fire the 
kingdom’s power plants averaged 
around 700,000 barrels per day 
(bpd). Thanks to new gas processing 
plants brought on line in June 2016, 
this was an improvement from pre-
vious years when Saudi direct crude 
burn was as high as 900,000 bpd. 
The Saudi government would prefer 
crude be exported instead, which is 
why there is the push to develop 
natural gas resources.

Saudi Aramco CEO Amin Nasser 
said in March 2016 that his compa-
ny planned to nearly double its gas 
production to 23 Bcf/d in ten years 
through efforts to develop gas fields 
not associated with oil-producing 
fields. In 2012 Saudi Aramco’s first 
non-associated gas field at Karan 
became operational.

Nasser recently announced that 
Aramco would dedicate nearly $300 
billion over ten years to upstream 
oil and gas projects. In July 2016, 
the company began work on its 
mega gas project at the non-associ-
ated Fadhili gas field west of Jubail 
in the Eastern Province.

The Fadhili project is expected 

to have a key role in the kingdom’s 
master gas system with a plant pro-
cessing gas from both onshore and 
offshore fields. Combined with ma-
jor gas projects in the works at the 
Wasit and Midyan fields, the Fadhili 
project will provide an additional  
5 Bcf/d of non-associated gas pro-
cessing capacity by the end of 2019.

The deals that Saudi Aramco 
signed with international firms 
cover both oil and gas development 
but the priority is boosting natural 
gas production. An agreement be-
tween the Saudi firm and Spanish 
engineering company Tecnicas Re-
unidas is for the construction of gas 
compression plants for the Hawiyah 
and Haradh associated gas fields to 
extend plateau production for both 
fields for 20 years. This project is 
expected to boost the kingdom’s gas 
production capacity by 1.3 Bcf/d.

Saudi Aramco awarded a contract 

to Italian firm Saipem to expand ca-
pacity at the Hawiyah gas process-
ing plant by 1.3 Bcf/d, with the facil-
ity to have total processing capacity 
of nearly 3.8 Bcf/d by June 2021. An-
other project was awarded to China 
Petroleum Pipelines to lay 450km of 
gas pipelines by early 2019 to trans-
port 290 million cubic feet per day 
of gas from the Haradh field to the 
gas processing plant at Hawiyah.

“These new supplies [of natural 
gas] will help reduce domestic reli-
ance on liquid fuels for power gen-
eration, enable increased liquids 
exports, provide feedstock to pet-
rochemical industries and reduce 
carbon emissions,” Nasser said.

Other deals signed by Saudi Aram-
co on November 9 included specific 
oil field work. The Saudis awarded 
American firm Jacobs Engineering 
with a preliminary engineering 
and project management services 
agreement for building a process-
ing plant to accommodate 600,000 
bpd of heavy crude production 
from the giant offshore Zuluf field. 
Abu Dhabi-based National Petrole-
um Construction Company and US 
firm McDermott International were 
awarded contracts for work on the 
nearby offshore Safaniya field.

However, Nasser said, those pro-
jects are not intended to boost the 

kingdom’s overall maximum crude 
production capacity beyond its 
current 12 million bpd but rather 
to help maintain production at the 
fields.

While the Saudi government 
must invest heavily to ramp up its 
natural gas production capacity by 
tapping non-associated gas fields, 
the pay-off should be worth it as it 
replaces crude with gas in fuelling 
its power plants.

In an October 2016 report written 
by Jadwa Investment titled “Natu-
ral Gas and the Vision 2030,” the 
Saudi investment management firm 
argued that the kingdom could save 
$71 for every barrel of crude oil sub-
stituted by a barrel of equivalent of 
gas in electricity generation in 2030.

Jareer Elass reports from 
Washington on energy issues 
for The Arab Weekly.
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gypt is to start produc-
tion at the massive Zohr 
gas field before the year 
is out. The field, which 
was discovered in August 

2015, has estimated reserves of 906 
billion cubic metres — the largest in 
the Mediterranean.

Zohr is likely to have a huge effect 
on Egypt’s energy sector and that 
of the region. Major international 
firms are interested in maximis-
ing Zohr’s infrastructure facilities 
to serve production from nearby 
stranded fields. BP and Russia’s 
Rosneft have 10% and 30% shares 
in Zohr, respectively.

Zohr’s first phase is being de-
veloped in record time for a giant 
deep-water gas project — just 20 
months after the final decision to 
invest. Senior executives from Eni, 
the Italian company that discov-
ered the field, dismissed the possi-
bility of creeping delays, saying de-
velopment is nearly 90% complete.

Production is to begin in the sec-
ond half of December. Eight wells 
have been drilled, four of which 
can produce 7.1 million-9.9 million 
cubic metres of gas per day each. 
Three pipelines to the shore have 
been built and tested.

The high development cost of 
about $12 billion forced Eni to 
sell shares to oil firms with deep 
pockets. Eni also faced a cash flow 
decline of approximately 19% dur-
ing the recent oil price collapse, 
prompting it to share the gas field 
risk and capital expenditure with 
shares valued at $2.1 billion.

Eni owns and operates the 
Shorouk concession containing 
Zohr field. It once had 90% equity 
in Zohr but this has shrunk to 60%. 
There are plans for further divest-
ment of Eni’s stake with Rosneft 
and BP as each offered an option of 
an additional 5%.

Egypt is one of the largest gas 
consumers in the eastern Mediter-
ranean. Only Turkey’s needs are 
comparable. Egypt’s gas consump-
tion is expected to increase at a rel-
atively high rate of approximately 
5% per year. The discovery of major 

fields is key to meeting Egypt’s ris-
ing demand.

Zohr, which is expected to con-
tribute 39.6 million cubic metres 
per day by next year, is expected 
to help meet some of the demand. 
Other new fields projected to come 
online include BP’s West Nile Delta 
(34 million cubic metres per day) 
and Italy’s Edison Abu Qir gas field 
(5.7 million cubic metres per day).

Egyptian demand for gas is not 
limited to the domestic market. The 
country is contractually obliged to 
supply European markets with 
liquefied natural gas (LNG) from 

its two Mediterranean shore LNG 
plants, Idku and Damietta. The two 
plants have suspended delivery due 
to a lack of supplies. Egypt needs 
new gas supplies to restart exports.

The discovery of Zohr in 2015 and 
Eni’s commitment to its fast-track 
development challenges Israel’s 
major gas field, Leviathan. The lat-
ter has 595 billion cubic metres of 
reserves and a first-stage develop-
ment cost of more than $6.5 billion.

The consortium developing Le-
viathan encountered several obsta-
cles, including difficulties raising 
sufficient funds during the 2014-16 
oil price crash. Israel’s Antitrust Au-
thority looked into the role of de-
velopers, the Noble Energy-led con-
sortium and Israel’s Delek. Political 
tension with neighbours delayed 
the signing of export agreements.

The major challenges Zohr poses 
to Leviathan are Eni’s fast-track 
development of the field, its deci-
sion to seek help to defray capital 
expenditure costs and its ability to 
capitalise on Zohr’s proximity to 
stranded regional fields and export 
gas through an underwater pipe-
line from Egypt to Italy. The Egypt-

to-Italy export would utilise a gas 
pipeline Eni owns and operates 
from offshore Libyan fields to Italy. 
The pipeline connects with the Eu-
ropean gas grid.

The energy sector in the eastern 
Mediterranean has several chal-
lenges. Gas faces global competi-
tion and renewable energy, such as 
wind and solar and carbon reduc-
tion policies, especially in Europe, 
is also an issue.

The global gas industry has 
strong competitors, not least from 
the United States where shale pro-
duction increased in recent years. 
The industry is experiencing rising 
short-term and spot trading, which 
are lowering gas prices for the long 
term. This makes it difficult for east 
Mediterranean LNG to secure long-
term export contracts, which are 
essential to develop deep offshore 
fields (6,000 metres below sea  
level).

Finally, the commercialisation of 
eastern Mediterranean gas is diffi-
cult as prices are at a low point.

Walid Khadduri is a Beirut-based 
Iraqi writer on energy affairs.
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The Fadhili project is 
expected to have a key 
role in the kingdom’s 
master gas system with 
a plant processing gas 
from both onshore and 
offshore fields.

Eight wells have been 
drilled, four of 
which can produce  
7.1 million-9.9 million 
cubic metres of gas 
per day each.


