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Natural gas pipes between Egypt and Israel and in the south are too narrow; the cost of expanding them -
half a billion dollars
By Avi Bareli, The Marker 24.03.08

The natural gas delivery system from Egypt to Israel will not be able to transport the volumes of gas flow demanded
by the market, according to a professional examination conducted recently.

The examination found that the underwater natural gas pipeline between the two countries is too narrow to meet the
expected increase in demand for gas.

In addition, the examination found that the natural gas delivery system in southern Israel will not be able to handle
the expected increase in gas flow, primarily due to mistaken forecasts for demand for natural gas compiled by the
Natural Gas Authority at the beginning of the decade. The mistaken forecasts led to failed planning of the pipes'
delivery capabilities and the flow pressure, which are expected to cost roughly half a billion dollars.

Expanding the overland pipeline between Ashkelon and Kiryat Gat is necessary in order to supply the majority of
the gas to southern factories.

In 2006, EMG began laying the 100-kilometer-long natural gas pipeline from El-Arish on the northern Sinai Coast to
the Eilat-Ashkelon Pipeline Company in Ashkelon, at a cost of some $470 million.

The pipeline was supposed to serve EMG after it received a permit from the Egyptian government to supply 7 BCM
of natural gas annually for 20 years. At the same time, the Natural Gas Authority began planning a natural gas
delivery system in southern Israel, the master plan for which was approved in 2003. The system contains 96
kilometers of pipeline between Ashkelon, Ashdod, Gezer, and Kiryat Gat, which was completed last year, as well as
an additional 135 kilometers of pipeline from Kiryat Gat to Sdom.

To date EMG has signed contracts, both final and in principle, to supply 3.8 BCM annually - including the supply of
1.7 BCM annually to Israel Electric Corp. for a period of 15 years, with an option to increase the supply by 25
percent and extend it by an additional five years. Israel Electric Corp.'s intent to increase its natural gas
consumption in the coming years could disrupt the flow of gas to private electricity plants — due to the limitations of
the pipeline.

The underwater pipeline between Egypt and Israel has a diameter of 26 inches, compared to the 30-inch diameter
of Yam-Tethys' underwater pipe and the pipeline between Ashdod and Dor Beach. Israel Electric Corp. on its own
will begin to utilize a significant portion of this capacity in the coming months. With the expected entrance of private
electric companies into the market, within four or five years, the pipeline will not be able to meet demands for
natural gas.

Even if the Egyptian pipeline is able to transport the necessary volume of gas, the southern Israel delivery system is
not equipped to receive it. Most private power plants are expected to be constructed in the south, and the section
between Ashkelon and Kiryat Gat has been identified by the examinations as the bottleneck.
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