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WPC AGENDA

Appliance of science
Letter from Dr Pierce Riemer, Director General of the World Petroleum Council

F

ossil fuels started the
industrial revolution and
are still responsible for
much that is around us
today — fuels, clothes, fertilisers,
polymers, pharmaceuticals, the
list is endless.
Oil and gas have been the
drivers for improvements in
standards of living and human
development, and will be for
decades to come.
In 1933, Thomas Dewhurst
founded the WPC to promote
the management and use of the
world’s oil and gas resources for
the benefit of all.
The first WPC highlighted all
the scientific achievements of
our industry and predicted our
bright and exciting future, and
set out the important role of
science and innovation.
So today, from pre-salt to

directional drilling, from 4D
imaging to virtually everything
we do, we rely on science and
technology, and in all areas
of the industry we are at the
leading edge.
A few decades after Dewhurst
launched the WPC, the famous
physicist Max Born said:
“Science in our technical age has
social, economic, and political
functions, and however remote
one’s own work is from technical
application it is a link in the
chain of actions and decisions
which determine the fate of the
human race.”
That is still true and, together
with the statement from
Dewhurst over 80 years ago, this
fits well with the WPC’s aims
today for a sustainable energy
future.
In Russia last year, at the 21st

World Petroleum Congress, we
highlighted everything the
industry has achieved so far and
showcased its ability to operate
in a safe, clean and responsible
manner in order to secure energy
for all.
Obviously, oil prices dominate
thinking at the moment
amongst our members, but it is
interesting that “co-operation”
and “responsibility” are also
prominent. This is important, as,
despite the low oil price, we must
continue to operate in a safe and
responsible manner wherever we
are in the world. We also need to
encourage young people to join
our industry.
We are now well into the
planning of the 22nd World
Petroleum Congress in
Istanbul, Turkey. We have
agreed a theme — Bridges to

our Energy Future (see pages
58 & 59) — and exhibition and
sponsorship sales have already
commenced.
Our team at Turkish
Petroleum is young, keen and
very eager, and you will see
them around the world at key
oil and gas events. Before the
Congress in Istanbul, we will be
holding our 5th triennial
Youth Forum. This is being
re-branded as the WPC Future
Leaders Forum and will take
place in Rio de Janeiro in 2016.
So, as always, there is a lot
going on. We look forward to
seeing old friends and making
new ones at WPC events over
the coming months.
Dr Pierce Riemer
Director General of the
World Petroleum Council
21st WPC REVIEW
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Q&A INTERVIEW

Key themes for
the president
As the World Petroleum Congress was set to kick off its 21st instalment in
Moscow, Upstream correspondent Gareth Chetwynd in Rio de Janeiro got the
views of the event’s president, Renato Bertani, chief executive of Brazilian
independent Barra Energia, on the themes that would take centre stage at the
high-profile industry show.
Upstream: How has the debate
over oil and gas changed since you
became president of WpC?
Renato BeRtani: i have had
the honour of serving WPC for
about 17 years, the last three of
which as president. over this
period the world has changed at
an unprecedented pace — and so
did the oil sector.
in addition to innovating and
deploying the highest (level
of) technology, the industry
now has to engage with all
stakeholders and adhere to the
key principles of sustainability
— responsible profitability,
increasingly strict practices
on environmental and safety
management, and ethics and
transparency as an intrinsic part
of the business model.
We still have a long way to go
on improving sustainability and
this subject will be high in the
agenda of this congress and, i
suspect, for subsequent ones.
Upstream: What are the main
themes of discussion at the 21st
World petroleum Congress?
BeRtani: a significant part of
the programme is dedicated
to discussing the long-term
sustainability of the industry,
6
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which has to meet increasingly
more strict requirements with
respect to environmental
protection, safety and ethical
standards in doing business.
Under the theme “Responsibly
energising a Growing World”,
we have a broad agenda of
discussions that cover all sectors
of the industry, including the
new technologies and innovative
solutions being developed for
the exploration and production
in ever more challenging
environments and delivery
of energy and high-quality
products to the final consumer in
an affordable and reliable way.
oil and natural gas currently
account for almost 60% of the
world’s energy matrix and we
expect that this will continue
to be the case in the next few
decades.
Upstream: What are your
thoughts on developments in the
golden deep-water triangle of West
africa, Brazil and the Gulf of mexico?
BeRtani: in all of these areas,
oil exploration and production
has been going on for decades
and vast reserves have been
discovered and brought on
stream, mostly from turbiditic

or shallow marine sandstone
reservoirs. it would normally
be expected that further
exploration would yield
progressively smaller discoveries
and/or of lower productivity.
this is where challenging
existing paradigms and
innovative thinking change the
game.
the Lower tertiary play of the
Gulf of Mexico and the new presalt province discovered offshore
Brazil and most recently in West
africa, prove the point that it
pays to innovate.
none of these geologic settings
looked particularly promising
if results from shallower water
were to be simply extrapolated to
deeper waters. However, careful
assessment of these deeper
petroleum systems has indicated
that major accumulations could
be sitting there.
it took courageous decisions
and the drilling of very
expensive wells to prove the play
— and the rest is history, as the
saying goes.
Multi-billion barrel fields
have been discovered and some
of the world’s most productive
wells have been drilled in these
geologic provinces, some of them

producing steadily over 30,000
barrels per day.
Moreover, exploration is still
in the very early stages and it is
reasonable to expect that many
more large accumulations will
be discovered in the ultra-deep
waters of the Gulf of Mexico,
Brazil and West africa.
i think we will see strong
and continuous interest of the
industry in gaining access to
acreage in all of these basins,
and i am very optimistic that
regulatory hurdles will be
dealt with and the pace of bids
for exploration acreage will
generally accelerate.
Upstream: What are your views on
the emergence of the unconventionals
industry, and how do you see their
future development in global and
regional markets?
BeRtani: in principle any
conventional petroleum system
has also an enormous potential
to deliver unconventional oil and
natural gas.
therefore, the implications
for the industry are truly global,
even though at this stage truly
commercial scale is only very
patchy beyond the US and, to a
certain extent, Canada — leaving
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CHALLENGE:
WPC president
Renato Bertani.

» aside the extra heavy oil sands,

which in themselves represent
another huge resource base.
It will take time for a broader
and global scale development
of unconventionals because
these require massive drilling
and fracturing capabilities, a
very dense grid of gathering and
transportation facilities and
the satisfaction of society over
concerns about both surface
and subsurface environmental
impacts.
But ultimately the solutions
will be developed and
unconventionals will become
an important component of the
world’s energy matrix.
As has happened in the US,
unconventionals will play a
key role in promoting economic
development and wellbeing for
societies around the world.

technological and, most
importantly, economic
constraints will keep the
focus of the industry on
development of conventional
and unconventional resources
in the onshore and offshore
sedimentary basins.
In my view, the real
game changers are the new
technologies and ideas that
make it possible to extract
more hydrocarbons in known
producing reservoirs, to find
huge oil pools in geological
settings where conventional
wisdom would dictate that no
commercial viability would be
plausible, and to improve the
economics of low productivity/
capital intensive developments
of extra-heavy oil accumulations
and ultra-low permeability
unconventional reservoirs.

Upstream: Do you see any
new ground-breaking industry
innovations on the horizon — gas
hydrates, for example?
BertAnI: Gas hydrates have
always been on the industry’s
radar, as a result of the huge
volumes that have been mapped
out.
However, I think that

Upstream: Is liquefied natural gas
about to enter a new era?
BertAnI: Yes, I think that LnG
has the potential to promote a
truly global insertion of gas into
the world’s energy matrix and
will add a lot of market flexibility
to producers and consumers as
well.
Combined with the

8
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“The oil
industry still
has an image
problem.”
Renato Bertani,
World Petroleum
Congress president
development of unconventional
sources of natural gas and other
technologies designed to capture
stranded gas reserves (floating
LnG, gas-to-liquids, etc) we will
see a growing importance of
natural gas in substituting for
cleaner sources of energy and
boosting local economies.
Upstream: What do you consider
to be the main challenge facing the
energy industry today?
BertAnI: the main challenge
that we currently face in our
industry is to gain the trust and
support of all segments of society
in our business.
Despite all of its successes,
often under extremely harsh
conditions, in assuring energy
supply to the world for over 150

years, the oil industry still has
an image problem.
Unfortunately, the vast
majority of public image surveys
qualify the industry as polluting,
unsafe, greedy and even corrupt.
We have come a long way
in improving the standards of
operation, and must continue
doing so.
even though this is all but
impossible, our target should be
zero tolerance for environmental
and safety accidents, and
totally transparent and ethical
standards in conducting our
business.
One of the main objectives of
our World Petroleum Congress
is to promote these high
standards, inform society about
our progress and openly discuss
our flaws, and engage with all
stakeholders.
Other initiatives, like the
Youth Forum (the next one
will be in Brazil in 2016) and a
conference fully dedicated to
CSr planned for 2015 in norway,
complement the efforts to deliver
our mission, which is to promote
the sustainable exploration,
production and consumption of
oil and natural gas for the benefit
of humankind.

2121 WPC
WPC
SPONSORS
SPONSORS
STST

NATIONAL SPONSORS

NATIONAL SPONSORS

PLATINUM SPONSORS

PLATINUM SPONSORS

GOLD SPONSORS

GOLD SPONSORS

Official
Bank - Sponsor

OFFICIAL PARTNERS

Official Business Advisor

Official Publication

Official Medical Partner

Official Daily Newsletter

Official
Bank - Sponsor

SILVER SPONSORS

OFFICIAL PARTNERS

Official Business Advisor

SILVER SPONSORS

Official Publication

Official Medical Partner

Official Daily Newsletter

21st wpc

Opening
ceremony
Guests of the Congress were
treated to a memorable
opening ceremony
in the prestigious
surroundings of the
State Kremlin Palace.
Following a warm
welcome by Russian
Deputy Prime Minister
Arkady Dvorkovich and
WPC President Renato
Bertani, together with other
illustrious leaders, they enjoyed an
evening of classical and traditional
entertainment of Russian
culture. Stars from the world
renown Bolshoi Ballet in Moscow

performed highlights from
Swan Lake, while the Beriozka
Dance Company in their
beautiful costumes floated
in harmonious formations
across the stage.
Cossacks jumped
and young girls sang
as folk dance group
M E Pyatnickogo followed
a traditional male choir to
perform popular folk songs from
the vast regions of the Russian
Federation. The evening was
rounded off with a culinary taste
of the Russian regions and their
delicacies.

Photos: WPC/Rafail Valiulin/Kaia Means/Upstream

Speech: WPC president and Barra Energia chief executive
Renato Bertani at the WPC 2014 opening ceremony in Moscow.

WPC ROUND UP

Moscow greets
the big names
in petroleum
industry
The World Petroleum Congress, like no other event,
draws in the men and women who have shaped
the energy industry and will continue to have a
profound influence on its direction.

T

he 21st World Petroleum
Congress drew to an
end after a week in
which leading names
from industry and government
gathered at the Crocus Expo
Centre in Moscow and examined
an uncertain future.
As predicted at the start of
the congress by WPC president
Renato Bertani, many speeches
and debates during the week
were focused on the long-term
sustainability of the petroleum
industry and the manner in
which industry reacts to a
growing number of challenges.
Rex Tillerson, the chief
executive of the world’s largest
oil company, ExxonMobil, got the
ball rolling on the opening day,
saying in his plenary address that
the search for oil and gas must
continue into new areas, such
as the Arctic, deep-water and
unconventional plays, to satisfy
ever-growing global energy
demand.
“We seek not just to deliver
the energy the world needs but
to do so in a way that is safe and
environmentally responsible,” he
added.
BP chief executive Bob Dudley
12
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said at the launch of the UK
supermajor’s statistical review
that governments around the
world need to provide incentives
for capital-constrained majors
to reduce the risk of precious
resources being left in the
ground.
Dudley was joined by many
other leading figures — Statoil
chief executive Helge Lund and
Amec head Samir Brikho to name
two — in raising concerns that
spiralling costs are threatening
the future of the industry. Lund
also noted that companies and
governments should lose no time
in addressing the issue of climate
change and carbon emissions.
They should “be part of the
solution, not the problem”, he
said.
A host of oil and energy
ministers and other politicians
were also present, as upcoming
licensing rounds were
highlighted by minsters and
senior officials from Angola,
Colombia, India, Norway,
Pakistan, Turkey and Uruguay.
Developing new oil and gas
technologies was highlighted
as one way industry can tackle
many of these and other

problems, including maintaining
its social licence to operate amid
growing public scepticism about
aspects of its operations, not least
hydraulic fracturing.
Gerald Schotman, Shell’s chief
technology officer, said: “You
need to continue to find ways and
means to make this business an
affordable business.”
In order to manage that,
however, Thierry Pilenko, chief
executive of French service
company Technip, said it was
crucial for the whole sector to
ensure that knowledge and
expertise are transferred more
effectively from older to younger
staff.
“It is not only a problem for
my company hiring engineers; it
is the problem of the industry,”
Pilenko said during a session on
knowledge management.
All the major Russian players —
including Gazprom, Rosneft and
Lukoil — made the most of their
home field advantage at WPC.
Gazprom executive chairman,
Igor Sechin, expressed confidence
that their co-operations will
evolve dynamically despite
recently-imposed Western
sanctions.

responsibility:
ExxonMobil chief executive
Rex Tillerson.

WPC ROUND UP

Co-operation: Rosneft executive chairman Igor Sechin.

addressing the issues: Opec secretary general Abdalla Salem
El-Badri.

home ground:
Gazprom deputy
chairman Alexandr
Medvedev.

speeCh: Ecopetrol chief executive Javier Gutierrez.

solution: Statoil executive vice
president Tim Dodson.

debate: (From left) Sara Ortwein of ExxonMobil, Anelise Lara of
Petrobras, Gerald Schotman of Shell and Khaled Al Buraik of Saudi
Aramco.
21st WPC REVIEW
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Dudley
calls on
action to
beat oil
crunch
BP chief executive tells WPC that
lack of incentives is putting at risk
development of countries’ oil and gas
resources, writes Eoin O’Cinneide.

S

ome governments
need to provide
adequate incentives
to capital-constrained
oil companies or run the risk of
seeing their resource bases lying
untapped, according to BP chief
executive Bob Dudley.
The crunch on capital is not
only affecting private oil and
gas players but is also hitting
national oil companies in
the pocket, although several
countries, including Mexico,
are leading the way in terms
of creating the right business
environments, Dudley argued on
the opening day of the 21st World
Petroleum Congress in Moscow.
“The industry will be very,
very careful on selecting its
projects so that we can begin to
generate the kinds of returns
on investment that we must do
14
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as an industry,” he answered to
panel chair, IHS vice chairman
Daniel Yergin.
“I think we are starting to
see that all across the industry,
the cost of suppliers and
contractors has been going up
quite significantly over the last
decade.”
When asked by Yergin if
this “new reality of discipline
and selectivity” was being
recognised around the world
by resource-holding countries,
Dudley was forthright in his
response.
“I think the words
‘competition for capital’ cannot
be overdone, whether it is inside
a company or around the world,”
he said. “All companies have
limits on how much capital they
have.
“There are some countries

Investment returns:
BP chief executive Bob Dudley
at WPC in moscow.

around the world that are
realising very quickly that they
need to create (the right business
environment) in order to spur
investments.
“Countries that don’t
understand that this great
energy industry is under
pressure on how it allocates its
capital will be left behind and
will be left to import fuel rather
than (produce) it themselves.”
Yergin immediately asked
fellow panellist, Russian

Deputy Minister for Energy
Kirill Molodtsov, whether his
government was cognisant of
such concerns.
Molodstov replied that the
Russian government is very
attentive to these issues and
is looking at what it can do as
regards initiatives to stimulate
production.
Many of the issues and
concerns raised at WPC would
be taken back to the ministry
for debate as it looks to hammer

Photo: Bloomberg

out the country’s energy plan to
2035.
Dudley pointed to a trio of
countries that are leading the
way in terms of recognising the
competition for oil company
capital — India, Norway and
Mexico.
While India has its own
resources, it continues to import
most of its energy, though the
government of newly-elected
Prime Minister Narendra Modi
plans to stimulate investment.

“The world is watching Norway...
and as Mexico opens up its
energy markets as well, there
are a lot of thoughts there
about what it will do to attract
investments,” Dudley said.
Yergin added: “One of the
changes we have seen in
Mexico is that it has observed
what has happened with the
unconventional revolution in
the US.
“Texas oil production now
exceeds that from all of Mexico.”

BP Statistical Review
says 2013 bucked trend

B

P’s Statistical Review
of World Energy
2014 — the 63rd such
annual release —
was unveiled on opening day
at WPC in Moscow, marking
the first time this highly
acclaimed report has ever been
hosted outside BP’s corporate
premises.
The report showed that 2013
had been a trend-bucking
year, as global energy demand
accelerated despite slackening
economic growth.
Oil prices also remained
remarkably stable against
the backdrop of some severe
supply disruptions — most
notably in Libya — as the US
unconventionals boom drove
domestic consumption.
The UK supermajor’s 63rd
instalment of a review dating
back to 1952 showed that the
global economy balanced last
year.
However, non-OECD energy
demand was below average,
while OECD demand was above
average, mainly driven by the
US.
China, the US and Russia
were, in that order, the three
largest consumers of oil and gas
last year.
However, the share of oil in
the global energy mix fell to
33%, whereas coal increased to
about 30%.
Gas lost some market share,
as did nuclear, but renewables
were up, while hydroelectric
stayed flat.
Energy consumption has
been flat in recent years in the
OECD region despite economic
growth.
However, 2013 broke that
pattern, with global energy
consumption growing around
2.3% despite a slackening in
economic growth, and the key
economies of US and China
going down very divergent
paths, BP’s review found.
In the OECD region, demand
growth was about 1.2% —
almost on a par with GDP
growth. In the non-OECD

countries, despite being up 3.1%,
consumption growth was at
its slowest in 13 years — except
for the crisis year of 2009 —
and “substantially below GDP
growth”, BP chief economist
Christof Ruhl said.
North American consumption
growth was even faster than
GDP growth, also outpacing the
rest of the OECD region, while
Asian consumption growth was
below 4% for the first time in
years, Ruhl said.
Whereas the US and China
together accounted for about
70% of oil demand, the former
was responsible for the relative
strength in oil demand growth
last year, BP said.
The US slightly outpaced
China last year when measuring
the net growth of its crude
demand. This was against an
average annual decline in the US
of 110,000 bpd over the last four
years, Ruhl said.
US oil production — driven
by tight oil plays — reached
10 million bpd, representing
a jump of more than 1 million
bpd and the highest for the US
since 1996.
Ruhl said this rise in US
oil production was largely
the reason for the continued
stability of the oil price, as
disruption due to geopolitical
factors in the Middle East and
North Africa was “matched
almost barrel-for-barrel” by the
increase in US output.
“Higher prices may induce
more production over time, but
virtually nothing else of logical
substance connects these two
developments,” he said.
“Therefore, I think markets
will remain on edge — or
remain eerily calm, as we have
seen in prices today — until one
side gains the upper hand.”
Dudley added: “Take away
disruptions and we would have
seen a lower energy price, no
doubt.
“But take away the
production increases and we
would have seen a much higher
one.”
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MINISTERIAL
SESSIONS

Doing the rounds
in Moscow
The World Petroleum Congress has
always been a magnet for energy
ministers from petroleum producing
nations in all corners of the globe,
and the 21st WPC in Moscow was no
exception. Several countries capitalised
on the opportunity to present details
of their upcoming licensing rounds,
drumming up interest at a venue
where the global oil and gas elite
were gathered.

Angola preparing for ‘enormous’ challenges
Angolan Oil Minister Jose
Botelho de Vasconcelos said
that his country aimed to offer
deep-water and ultra-deepwater
blocks in 2015 as it pushes for a
targeted 2 million barrels per day
of production.
“We are planning to award
new blocks in the south of
Angola (in 2015),” De Vasconcelos
said. These include offshore

blocks in the deep and ultra-deep
Namibe basin — the southern
part of the Kwanza basin —
where the geological plays in the
pre-salt have been untouched by
exploration.
Angola is looking to boost
production from a current
average of 1.75 million bpd to 2
million bpd in 2015 and sustain
this for five years. “It is urgent

and necessary to enhance
the focus on the development
and qualification of potential
schemes at all levels to ensure
the stability of the national
oil industry,” de Vasconcelos
said.
“Challenges are enormous and
range from review, contractual
fiscal terms, increasing recovery
factors, increasing efficiency

of production facilities, new
technologies and local
content.”
Angola identified five blocks
for possible inclusion in the
ultra-deepwater Lower Congo
basin for offer.
In the Namibe basin off
southern Angola, 12 blocks
were said to be up for
consideration.

Colombia slashes government take to attract investment
Colombia is pushing ahead with
its next chapter of exploration,
registering wide interest for
its upcoming bidding round,
the country’s Deputy Energy
Minister Orlando Cabrales told
delegates at WPC in Moscow.
The National Agency of
Hydrocarbons (ANH) had sold 51
bid packets for Colombia’s 14th
16
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Round, which was preparing to
open offers for 95 onshore and
offshore blocks in Cartagena,
officials said.
“We have substantially
decreased the government take
to attract investment to the
offshore,” Cabrales said.
The government reviewed
how its terms compared to other

nearby countries and decided to
increase the threshold per barrel
at which a windfall profits fee is
imposed. That level was raised
from $45 to $82 for deep-water
areas and up to $100 for ultradeepwater areas.
The ANH also extended the
exploration period for highprofile blocks to nine years from

six. “With those... measures,
we believe Colombia will be
highly competitive for attracting
the investment we need to the
offshore,” Cabrales said.
Colombia’s offerings included
19 offshore tracts and 18
prospective for unconventional
potential, as well as ample
conventional onshore offerings.

Norway has Barents hopes
The Norwegian authorities have
high hopes that vast new Arctic
resources will soon be unveiled,
as exploration activity is getting
under way in a part of the
Barents Sea that, until recently,
was disputed by Norway and
Russia.
“We are now starting the
licensing process for the newly
opened area in the Barents
Sea South-East,” Norwegian
Petroleum Directorate (NPD)
director general Bente Nyland
said in a ministerial session at
WPC in Moscow.
She added that “geological
mapping is now being carried
out to provide a good basis for
application for new production
licences”.
The Norwegian parliament
decided in 2013 to open the
southern part of an area that
for decades had been closed to

urgent focus: Angola
Oil Minister Jose Botelho
de Vasconcelos at WPC
2014 in Moscow.
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New Pakistan programme
Zahid Muzaffar, petroleum
and natural resources advisor
to Pakistan’s prime minister,
told an audience at WPC that
the country planned to launch
its next licensing round in
2015, which will include both
offshore and onshore acreage.
Only 17 wells have been
drilled off Pakistan and though
some have hit encouraging oil
and gas shows, no commercial
discovery has been made.
“We are planning about
50,000 line kilometres of 2D
seismic in the next five years
and about 40,000 square
kilometres of 3D seismic…
We are (also) planning to drill
around 400 exploration wells
and about 800 wells overall,”
Muzaffar said.
“It’s a very aggressive
programme that we are

embarking on,” said Muzaffar,
who stressed to Upstream
that none of Pakistan’s
offshore acreage is disputed by
neighbours India and Oman.
Deep-water exploration
drilling is expected to start in
2015, according to Asim Khan,
managing director of stateowned Pakistan Petroleum Ltd
(PPL).
The government will also
award exploration acreage
directly, outside of licensing
rounds, Khan told delegates
at the Pakistan Ministerial
session at WPC.
“Under the Petroleum Policy,
the government can award
concessions to companies of
foreign countries — national
companies, without bidding —
on a direct negotiation basis,”
he said.

exploration activity due to
an unresolved territorial
dispute between Norway and
Russia.
That dispute was formally
resolved in 2011, finally paving
the way for petroleum activities
in an area referred to as Barents
Sea South-East.
Norway’s Ministry of
Petroleum & Energy proposed
dozens of blocks and part-blocks
in the area for inclusion in the
country’s 23rd offshore licensing
round.
Hearings for that round closed
in April 2014, to be followed in
2015 by a formal announcement
of the offerings by the ministry.
Nyland said industry players,
inspired by a recent string of
successful wildcats farther west
in the Barents Sea, was showing
“huge interest” in joining the
hunt in the south-eastern region.

Turkey ready after revamp
Turkish Energy Minister Taner
Yildiz said his country had
resumed processing applications
for new oil licences as it looks to
fully implement a 2013 revamp
of its oil regulations designed to
spur investment in the sector.
The new law overhauled
the country’s licensing block
arrangement, changing it to
a grid-based system across
both the onshore and offshore
sectors, Yildiz said through an
interpreter at WPC.
Under the terms, blocks
onshore and in inshore waters
can be as large as 56,000
hectares, while offshore

blocks can be up to 1 million
hectares.
Operators can apply for a
licence to explore any unclaimed
blocks by proposing a work
progamme and showing their
experience of working in similar
areas, Selami Incedalci, chairman
of the General Directorate of
Petroleum Affairs, explained
through an interpreter.
Initial exploration licences
will run for five years for onshore
blocks, with possible extensions
for up to four years. Offshore
licences are for eight years, with
the possibility of extending the
rights for up to six more years.

Uruguay to offer 11 blocks
Uruguayan officials told a
WPC audience that the South
American country is to offer
several ultra-deepwater and
shallow-water blocks in the
Punta del Este basin when it
launches its third bidding round
in 2015.
Four ultra-deepwater blocks
will be joined by seven in
shallow waters in the basin,
according to a draft map
unveiled by the Uruguayan
officials. The country is hoping

to follow in the path of its 2012
bidding round, which drew
$1.5 billion in investment from
international players, officials
with state oil company Ancap
said.
“We are seeing lots of
prospectivity in deep-water
areas,” Ancap exploration
geologist Bruno Conti said.
“Success in Uruguay’s offshore
would be an important playopener for the rest of the South
Atlantic margin.”
21st WPC REVIEW
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India eyes
changes to
policy to
boost oil
and gas
Country has struggled to attract industry
heavyweights but it hopes a new pricing
and tax strategy will prove appealing,
writes Amanda Battersby.

I

ndia’s recently elected
government, headed by Prime
Minister Narendra Modi, is
drawing up a series of policy
changes as part of its drive to
stimulate investment in its
upstream sector.
“There will very soon be a new
gas pricing policy,” Petroleum
& Natural Gas Minister

Dharmendra Pradhan said at
WPC in Moscow.
India is the third-most
attractive destination globally
for foreign direct investment,
according to United Nations
Conference on Trade &
Development, but in recent
years it has struggled to attract
industry heavyweights to its

exploration and production
arena.
The government is therefore
putting in place transparent
systems and creating a policy
environment that is “predictable,
transparent and fair”, said Joint
Secretary in the Ministry of
Petroleum & Natural Gas, Neeraj
Mittal at the Indian Ministerial

session at WPC. India is also
“rationalising and simplifying”
its tax regime to make it “nonadversarial and conducive to
investment, enterprise and
growth”, he said.
International companies are
allowed to take 100% equity in
the country’s upstream industry,
whether it be for exploration

Pakistan keen to pursue ‘aggressive’ exploration drive
Pakistan’s oil and gas industry is changing
course under the new government, which
has developed “a very aggressive road map”
for the exploration and production industry,
writes Amanda Battersby.
“We are going through an aggressive
exploration programme to extract
(every) molecule of hydrocarbons,” said
Zahid Muzaffar, Adviser on Petroleum &
Natural Resources to Pakistan’s prime
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minister. Muzaffar admitted the process is
challenging, because there are “inefficiencies
in seismic processing”, but Pakistan is
looking for partnerships and the latest
technology to help it address the issue.
“We are inviting any E&P company to
come and participate in joint ventures
with our two state-owned companies —
Oil & Gas Development Company and
Pakistan Petroleum,” he said. The

government is keen to attract international
investment in exploration and is also
seeking partners to develop its gas fields,
which will likely be used for power
generation projects.
Furthermore, partners are being sought
for Pakistan’s shale gas opportunities, to
take part in existing enhanced oil recovery
initiatives and to help develop marginal
fields on a fast-track basis.

MINISTERIAL SESSIONS

Nations need to innovate
Nations’ energy strategies
need to foster and support
innovation as the search for
hydrocarbons moves into
deeper waters and other
frontier areas, according to
India’s recently appointed
Minister of Petroleum &
Natural Gas, Dharmendra
Pradhan.
Addressing the first
plenary session at the
World Petroleum Congress
in Moscow, Pradhan said
investments in technology
innovation had helped
companies to explore in
deeper waters for oil and
gas, develop shale gas and
tight oil reserves and step up
Arctic operations.
“The climate for
innovation and technology
development must be
achieved through policy
measures, joint ventures
and industry partnerships,”
Pradhan told delegates.
Improving regulatory and

policy issues can enhance oil
and gas production and “we
must proactively address
regulatory and political
bottlenecks”, he added.
Sanctity of contracts and
transparency are also key to
securing a healthy energy
market, according to the
minister. “At the same time,
meeting growing energy
needs will require the
responsible use of energy,”
he said.
“There is tremendous
responsibility on the world’s
oil and gas industry leaders
to ensure that the energy
needs of all are met in a
manner that enables the
holistic development of
mankind,” said Pradhan.
“The source of energy has
always been an integral
part of the Indian spiritual
journey, and harnessing it
in a sustainable manner has
always been spiritual to us,”
he said.

AIMS: India’s Petroleum
& Natural Gas Minister
Dharmendra Pradhan.

for oil and gas, production
infrastructure, liquefied natural
gas regasification infrastructure
or the marketing of natural gas
and petroleum products.
However, a uniform licensing
policy that is required to boost
exploration is a challenge for the
government, admitted Mittal.
Under India’s New Exploration
Licensing Policy — nine bid
rounds have been held and a 10th
is planned — only conventional
oil and gas exploration rights
exist, while coalbed methane
exploration rights are treated
separately.
“There is a need for a
uniform policy covering all
hydrocarbons,” Mittal said. “A
new policy for award of acreages
is being formulated in which
one can explore and extract all
hydrocarbon resources in the
block, including conventional

oil and gas, CBM and shale
gas.”
Stepping up the search for
conventional and unconventional
oil and gas is key to helping India
reduce its dependency on costly
fuel imports. However, the price
paid for gas produced in India has
long been a thorny issue between
suppliers, customers and the
government.
The government is preparing
a new gas pricing policy and is
working on new legislation to
deal with the relinquishment
of upstream assets should
exploration not deliver as hoped
or for when producing fields are
no longer commercial.
In tandem with the drive to
spur final investment decisions,
the government is encouraging
India’s national oil companies to
pursue overseas equity oil and
gas opportunities.

Regions urged to look at
creating energy balance
Industry and governments
in Eastern Europe, Asia and
the Middle East need to work
together to create a balance
between the regions in order
to maximise profits and reduce
unfair pricing, WPC delegates
were told.
Turkey’s Deputy Energy &
Natural Resources Minister
Murat Mercan said collaboration
and co-operation are imperative.
“If there are unfair pricing
mechanisms due to political
tensions or due to non-sector
factors — which push market
prices up — it makes markets very
imbalanced and might eventually
create social unrest,” he said.
“When you look at it from the
long-term perspective and from
a broader picture, upstream,
downstream and midstream
entities need to work together
in order to create some sort of a
social and economic value in the
whole chain.”
In Turkey, Mercan said the
“ambition and dream” is to
create Henry Hub-type pricing
out of the Ceyhan port, which
he believes will be an important
hub for European gas markets

in the future. “But that takes
time. Willing it is one thing, but
getting it there requires time
and the involvement of a lot of
factors,” he said.
Natural gas is of particular
interest to Mercan, with several
gas pipelines travelling through
Turkey.
He said rising gas demand in
countries such as China and Japan
are changing the dynamics of the
gas market, and he does not think
natural gas demand in Europe
is declining or as saturated as
economists believe.
“I anticipate steady growth,”
he said. “Europe will still be
an important gas market for
our neighbouring countries.
At the same time, all these
pipeline projects are very costly
— financing is very important
and requires different economic
agents working together, trying
to solve their differences and
trying to create a positive game,
not a zero-sum game.”
Perhaps more importantly, he
said industry and government
need to work together to avoid
issues of social unrest as a result
of market monopolisation.

Colombia pushes green law
Colombia is introducing
legislation on energy efficiency
to complement plans to reduce
carbon dioxide emissions and
create environmentally friendly
growth alternatives, writes
Amanda Battersby.
The Colombian Congress has
passed a law to promote not
only renewable energy sources
but also energy efficiency and
demand response, according to
Deputy Energy Minister Orlando
Enrique Cabrales.
“This new law acknowledges
that energy efficiency is an
essential tool for sustainable
development. Recent data show
that energy efficiency measures
have been more effective in
reducing CO2 emissions than
the introduction of renewables,”
Cabrales said at WPC.
Colombia reportedly accounts
for just 0.37% of global emissions,

but predictions indicate this
will increase by 50% by 2040 if
nothing is done.
“We have put together a plan
to reduce by 30% the estimated
increase by 2040,” Cabrales said.
Colombia’s new legislation
also introduces tax incentives
to promote clean energy and
energy efficiency. About 50% of
investments made in energy
efficiency and clean energy
ventures can be adopted in income
tax statements, Cabrales said.
As part of its drive towards
cleaner energy, Colombia is keen
to establish a coalbed methane
industry, and eight blocks “with
very good CBM potential” are being
offered in this year’s bidding round.
“According to independent
sources, Colombia (one of the
world’s top 10 coal exporters)
has the largest CBM potential in
Latin America,” said Cabrales.
21st WPC REVIEW
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Learning
to reach
a perfect
balance

ExxonMobil chief executive says expansion into new areas needs to be
matched with ‘wise environmental stewardship’, writes Noah Brenner.

E

xxonMobil chief
executive Rex Tillerson
argued that the oil
and gas industry must
continue to push into new areas
such the Arctic, ultra-deepwater
and tight unconventional
formations.
However, Tillerson warned
that industry must do so with
an eye toward reducing the
environmental impact of its
operations at the same time.
“We seek not just to deliver
the energy the world needs but
to do so in a way that is safe and
environmentally responsible,”
Tillerson said during the opening
20
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plenary at the World Petroleum
Congress in Moscow.
Industry will need to adhere
to that mandate of safe and
environmentally responsible
energy while ramping up
production.
“We must recognise the global
need for energy is projected to
grow and grow significantly,”
Tillerson said.
Currently, one in five people
in the world has no access to
electricity and two in five people
use biomass, such as wood or
animal dung, for heating and
cooking, both of which “have farreaching consequences for their

health and their quality of life”,
Tillerson said.
Bringing modern energy
to those people will boost
worldwide energy use by 30%
over the next 25 years or so,
according to ExxonMobil
research.
The increase is more than the
combined energy use of Russia,
India, Africa, Latin America and
the Middle East, Tillerson said.
“These fundamental facts
mean that every discussion
of energy and policy has a
humanitarian dimension,” he
said.
However, the biggest source of

additional energy to meet that
demand will not be new sources
at all. The “number one source
of new energy” will be gains in
energy efficiency, Tillerson said.
“We must pursue strategies
that reflect wise environmental
stewardship… This means
we must invest, innovate
and relentlessly advance the
technologies and techniques
that promote energy efficiency,
improve environmental
performance and reduce the
greenhouse gas and air pollution
emissions associated with
increased energy use.”
However, efficiency gains

New risk profile for
future of financing

new territories:
exxonMobil chief
executive rex tillerson.

can only go so far and the world
will need to continue to expand
production from new geographic
and geologic frontiers.
Deep-water oil production will
grow roughly 150%, propelling
it to beyond 10% of total global
output. Exploration in the
Arctic will further add to world
production.
Finally, Tillerson singled
out the combination of multistage hydraulic fracturing and
horizontal drilling as one success
story for both industry and the
environment.
Since 2005, US oil production
has grown by almost 70% and

US natural gas production has
grown by about 45%. However,
US greenhouse gas emissions
levels are the lowest they have
been since 1990, even though the
US economy is 50% larger, and
there are 50 million more people
using energy in the country.
“The US unconventional
revolution has shown we can
expand supplies and reduce air
pollution and carbon emissions,”
Tillerson said.
“With sound policies, our
industry can apply new
technologies and techniques to
unlock cleaner burning natural
gas around the world.”

The oil and gas industry is
expected to need financing
of $1 trillion per year over
the next 20 years, a steep
requirement made more
challenging by the complex
exploration and production
projects of today’s market,
writes Kathrine Schmidt.
An ever more diverse mix
of financing models will be
required — from private equity
to local banks — but demand
is expected to be met as the
industry rebounds from the
worst financial crisis since the
Great Depression, Peter Gaw of
Standard Chartered Bank told
panelists at WPC in Moscow.
“The real question is, can the
market provide $20 trillion in
capital for the next 20 years?”
said Gaw, managing director
of the bank’s global oil, gas
and chemicals business. “The
answer is yes.”
Today’s risk profile is
different than in the past, with
financial institutions forced
to evaluate political and fiscal
regime risk as national oil
companies take up nearly 90%
of resource control.
Other challenges are
presented by frontier projects
and unconventional oil and gas
development, where project
management can be the “major
Achilles’ heel”, Gaw said.
Hybrid financing deals
will become more common,
Gaw predicted, as well as
project specific bonds that are
attracting interest from hedge
funds and pension funds.
Private equity players,
which surged to help finance
the US shale boom, are also
seen as on the rise, the
panelists agreed.
That market is showing an
appetite for different scopes of
projects, such as deep water, as
well as regions outside North
America, in particular Latin
America and Asia Pacific, said
Andy Brogan, EY’s global leader
of oil and gas transactions. The
trend comes as energy majors

have yielded “lacklustre”
returns over time on public
markets, Brogan added.
Despite the challenges,
even complex and expensive
projects can be successful,
with Russia’s $6.7 billion
Sakhalin liquefied natural gas
project held up as an example.
A range of players, including
Japan’s JBIC and a consortium
of other banks, signed a 2009
deal to support the 10 million

“The real
question
is can the
market
provide
$20 trillion
in capital for
the next 20
years?”
Peter Gaw,
Standard Chartered
Bank

tonnes per annum multiphase
project. This scheme also
relied on detailed production
sharing agreements and LNG
purchase deals, said Rob van
Velden, finance director of the
Sakhalin Energy Investment
Company.
He said the company was
bringing in about $10 billion
per year from LNG sales and
reported full cost recovery in
2012.
Today’s financial
institutions also look at
factors such as environmental
terms to protect grey whales
in the region as well as close
collaboration with the local
government of Sakhalin
Island, where it is the largest
taxpayer.
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Project costs are
biggest threat
With return on capital falling and major projects failing to meet budget and
schedule demands, suppliers and operators must co-operate, writes Rob Watts.

R

ocketing project costs
are perhaps the single
biggest threat to the
long-term sustainability
of the global oil and gas industry,
two leading chief executives
asserted at the World Petroleum
Congress in Moscow.
Statoil’s chief executive Helge
Lund and Samir Brikho, head of
UK-based services company Amec,
told delegates that industry needs
to devote more effort to finding
solutions to drive down costs,
such as using standardised project
designs.
“This is absolutely one of the
biggest challenges this industry
22
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has. I do not think it is a fight
between suppliers and operators,
I think we have a common
challenge we have to solve
together,” Lund said in a press
briefing following a speech on
the second day of the congress.
Delegates heard that
increasingly complex
engineering and drilling
requirements as the search for oil
goes into tougher environments,
such as deep water, were
factors behind spiraling project
overruns.
Lund pointed out that
return on capital for major oil
companies had decreased by a

third in the past decade, even
though the oil price had tripled
in the same timeframe.
He said that for more than half
the companies in the Norwegian
operator’s peer group, return on
capital had slipped to below 10%
in 2013.
“In a highly risk-based
industry, that is simply not
sustainable,” he said.
Brikho said that of the
15 ongoing “megaprojects”
worldwide costing $10 billion
or more, “almost none” were on
budget or schedule.
“That is a big challenge for the
whole industry to take on, to be

“This industry
has for decades
solved many
problems by
adding... more
complexity.
We need to
turn that trend
around.”
Statoil chief
executive Helge Lund

E&P

BP disappointment at
pace of Indian reform

search for solutions:
UAE Energy Minister Mohamed
al-Mazrouei (left), Statoil chief
executive Helge Lund (centre)
and Amec head Samir Brikho
(right) at WPC 2014 in Moscow.

more predictable in its delivery,”
he said. Lund mentioned that
Statoil had recently launched a
project aimed at making annual
cash flow savings of $1.3 billion
from 2016.
Eight smaller fields in Norway
had been fast-tracked towards
production using standard
designs instead of bespoke
development solutions, reaping
80,000 barrels per day in new
production.
“We can respond to these
challenges by prioritising harder
and reducing capex, but projects
do not become more profitable
just by being put on the shelf,” he

said. “We therefore need to tackle
the root causes to improve our
predictability.”
Lund added: “My thinking is
this industry has for decades
solved many problems by
adding more people and more
complexity.
“I think we need to turn that
trend around now and look for
simpler solutions, be better at
building the experience we
have, standardise more, reuse
technology and concepts we
have used with success before. I
think this is the only way we can
secure the sustainability of this
industry.”

BP is disappointed by the pace
of reforms and approvals in
India after committing to a
massive $7 billion investment
in the country’s offshore natural
gas sector, chief executive Bob
Dudley said at WPC in Moscow,
writes Noah Brenner.
“It has been disappointing,
the pace at which certain things
have been approved,” Dudley
said at a press conference.
“The (natural gas) price rising
toward a market price, there
have been delays in the approvals
of the seabed surveys and the
appraisals of various projects.”
BP has been vocal that India’s
artificially low domestic natural
gas prices have undercut the
ability of operators to invest in
additional production capacity.
The UK company had received
a pledge from India’s previous
administration that it would
allow prices to rise towards
those of the world market.
However, although newlyelected Prime Minister Narendra
Modi put the plans on hold,
Dudley said he was “hopeful” that
the new administration would
move ahead with the policy.

“You just have to look at the
natural gas prices around the
world,” Dudley said. “It seems
not right that it would be more
economic to produce gas in
Australia and sell it into India at
$20 per thousand cubic feet than
develop the resources in India.”
Low prices are threatening
not only India’s domestic gas
production targets but the
viability of the offshore industry
itself, Dudley warned.
“It’s very important… The
entire offshore industry in India
is at risk,” he said.
India’s dysfunctional energy
policy threatens not just that
industry but the nation’s
economy as a whole, added
Daniel Yergin, vice chairman of
energy consultancy IHS.
“India is facing an energy
crisis – to some extent it’s a
self-inflicted one,” he said at the
press conference.
“India needs to fix its policies
and its pricing system. If it does
that it will find it will be a very
positive contribution not only
to energy development but to
what India really needs, which is
faster economic growth.”

Chen rejects ‘colonial’ label
China’s overseas upstream
expansion is a learning curve
for its national oil companies
seeking to become international
players, but is by no means a
form of “colonial exploitation,”
delegates at WPC in Moscow
were told, writes Xu Yihe.
Chen Weidong, senior
economist of the Energy
Economics Institute of
China National Offshore Oil
Corporation (CNOOC), defended
China’s overseas energy
expansion, dismissing fears that
the country’s acquisitions are a
new form of economic invasion.
“Chinese overseas investment
has helped develop local
economies and create jobs in
resource countries with no
intention of any form of colonial
(exploitation),” he said.
The Chinese upstream asset
acquisition drive is part of an

overall transformative process in
the global industry, he said.
Chen said that from 2009 to
2013, three Chinese national
companies — China National
Petroleum Corporation, Sinopec
and CNOOC — collectively spent
$100 billion to acquire overseas
upstream assets.
He said Chinese companies
had set foot in countries from
which Western majors had just
withdrawn as a result of asset
restructuring.
Chen said these investments
have enabled Chinese operators
to produce about 2 million
barrels per day of crude outside
China, which is about equivalent
to China’s domestic production.
However, only about 10% of
that volume is being sent back
for consumption in China,
with the rest being sold on the
international market.
»
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Sechin in
call for
return to
‘fair play’
Major oil companies are suffering from ‘manipulation’ and Rosneft’s executive
chairman believes the authorities should ease off, writes Vladimir Afanasiev.

R

osneft executive
chairman Igor
Sechin has called for
Russian authorities
and governments of other
industrialised nations to restore
“fair play” conditions in the
oil and gas sector to promote
competition and equal access to
resources and capital. Speaking

on the opening day of the
World Petroleum Congress in
Moscow, the head of the statecontrolled oil giant said large oil
companies are suffering from
a “systematic manipulation”
imposed by authorities in the
shape of excessive taxation, price
regulations, limited availability
of project finance and sanctions,

despite the vital role they play in
supplying the world with energy
to drive progress and growth.
According to Sechin, taxation
on oil producers in Russia
often runs two to three times
higher than levies imposed on
other industries in the country.
This is despite the fact that
Rosneft and other producers are

engaged in capital-intensive
projects such as Arctic offshore
developments and tight oil
projects in Russia.
Such developments are
important from a global
perspective, Sechin argued, as
they will supply oil and gas to
international markets to satisfy
rising energy demand. Sechin

Bashneft believes rail network is vital to Arctic expansion
Expanding Russia’s existing rail network
to Bashneft’s Trebs & Titov oil project
along the coast of the Barents Sea would
go a long way to solving the Arctic region’s
significant lack of infrastructure, writes
Tonya Zelinsky.
In 2013, the privately-held Russian
company moved about 86 million tonnes of
equipment and supplies to its Trebs & Titov
operation in the Nenets region via rail and
winter roads.
However, with other majors like Rosneft
and Lukoil also operating in the region, the
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rail system is over-burdened, according to
Bashneft’s vice president of oil and gas,
Oleg Mikhaylov.
“If you envision full-scale development
of the Arctic you have to envision moving
millions of tonnes of supplies to one of
the most remote regions of the world,”
he said during a special session on Arctic
development at WPC.
“More significant development would
require expansion of the railroad
infrastructure — building a network of
ports and shore bases along the coast

of the Russian Arctic. “This will not be
possible without close collaboration
with the Russian Federation
government.”
Achieving first production in August 2013
at its $5 billion Trebs & Titov joint venture
with Lukoil, Bashneft is targeting
ultimate capacity of 100,000 barrels per day
by 2020.
Adding to its infrastructure woes,
Bashneft is required to build its own waste
processing and drill cutting processing
sites.

E&P

Energy future is ‘full of
promise’ in Kazakhstan

global perspective:
Rosneft executive
chariman Igor Sechin.

infrastructure woes: Bashneft vice president of oil and gas
Oleg Mikhaylov speaking at WPC in Moscow.

major role: TengizChevroil
general director Tim Miller.

our agenda is finding solutions
and defining the future
exploration of projects for the
future of the energy industry.”
Leading the way was
completion of the Eurasia
project, a detailed study of the
deep subsurface geology of the
Precaspian basin to a depth of 25
to 30 kilometres.
The study, carried out in
cooperation with Russia, was
a “breakthrough project” and
will result in a “super colossal
development”, according to
Karabin.

Angola in pledge to explorers

project financing for large
developments, including
greenfield projects in
Russia.
He lambasted the use of
sanctions in the international
arena, saying that sanctions
are used as “a tool to distort
competition”, in turn raising
political risks.
Photo: Tonya Zelinsky

said energy prices on the global
market are coming under the
influence of “external factors”,
such as various regulations and
restrictions, rather than being
based on the traditional balance
of supply and demand.
The Rosneft boss has also
complained about the limited
availability of international

Kazakhstan has set its sights
on becoming one of the world’s
biggest oil and gas producers by
focusing on development of its
four major fields, writes Tonya
Zelinsky.
The energy sector has
become a major economic
driver for the country since
its independence in 1993, and
it is poised to grow even more
after the government signed a
memorandum of understanding
with TengizChevroil (TCO) in
November 2013 to expand its
operations in the Tengiz field.
The $20 billion Future Growth
Project (FGP) will expand
production in the Tengiz field by
nearly 150% to between 850,000
and 900,000 barrels per day by
2020.
It will also create 20,000 new
jobs at peak construction, TCO
general director Tim Miller said
at WPC in Moscow.
“Kazakhstan’s future is full of
promise and TCO is excited about
our continued role in growing
the national economy,” said
Miller.
Kazakhstan Oil Minister
Uzakbay Karabin said: “Part of

Angolan Oil Minister Jose
Botelho de Vasconcelos has
promised that while oil players
active in the country may
find its legislative process
cumbersome, the government is
willing to work with companies
to push through upstream
projects, writes Eoin O’Cinneide.
“The strategy of our
government is to review
contractual and fiscal terms in
order to make these fields more
attractive,” he said, speaking
through an interpreter at WPC in
Moscow.
“Another challenge we have is
to review with our partners all
the contracts to find solutions to
oil recovery,” he added.
US independent Cobalt
International is a major
operator in Angola’s pre-salt
plays, and recently submitted
a field development plan for its
Cameia discovery in Block 21.

Cobalt chief exploration officer
James Farnsworth said the
company anticipates production
start-up from the field in 2017.
“Of course, much of the
timing is up to you as well,”
Farnsworth told de Vasconcelos
and a number of executives
from state player Sonangol,
whom he joined in a panel
session.
Total E&P Angola director
general Jean-Michel Lavergne
said there are issues between
the local concessionaire and the
industry in Angola, and that
local content requirements add
another layer of complexity.
However, he added that the
“spirit of co-operation” in Angola
has been good.
De Vasconcelos said local
content is a “major concern”,
but the government had made
big strides in putting the proper
framework in place.
21st WPC REVIEW
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Time to
be more
proactive
WPC audience told that industry
has much work to do, particularly
when liaising with public on
issues such as hydraulic
fracturing, writes
Kathrine Schmidt.

S

ecuring a social licence
to operate is a longterm and strategic
game that goes beyond
simply negotiating with local
stakeholders on a project-byproject basis, panellists said at
the World Petroleum Congress in
Moscow.
Energy is connected to elements
of a more sustainable world,
including the fight against climate

change, access to water and
food, public health and human
rights, Antonio Brufau, chairman
of Spanish giant Repsol, told
delegates.
“The oil and gas industry may
be part of the problem, but we are
fully committed to also being part
of the solution,” he said.
“It cannot be forgotten that,
without energy, it is impossible
to attain higher standards of

prosperity and to fight poverty.
Without energy, human rights is a
concept void of content.
“Oil and gas are, and will
continue to be, the backbone of
global growth,” he said. “The oil
and gas industry has to be seen as
and relied on as a global and local
advocate for sustainability.”
However, the industry still
has more work to do, particularly
when liaising with the public

on issues such as hydraulic
fracturing, which has been met
with “widespread hostility”,
Brufau said.
“We have not been as proactive
as we should have been and
we have not been able to
communicate effectively to society
the reality of our business,” he
added.
Javier Gutierrez, chief executive
of Colombian state oil company

Ability of international players to meet local content requireme
International oil companies must
develop new business initiatives
including equity-building
programmes with national
oil companies that provide
an opportunity to improve
international players’ “licence
to operate” in a host country,
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said Nikolay Seregin, director
of the International Projects
Department at Russian producer
Bashneft, writes Xu Yihe.
Speaking at WPC in Moscow,
Seregin said the ability of
international oil companies to set
up local content programmes that

meet national oil companies’ longterm strategic goals is emerging
as a key determinant of success or
failure in market development.
He said one of the main aims
of local content delivery is to
create a strategy that develops
good practice for capitalising

on business benefits while
minimising the challenges.
However, local content outcomes
are not achieved quickly, he said.
“We cannot expect changes
in local content and community
investment practices to occur in
the absence of the right dedicated

Antonio Brufau,
Repsol

Ecopetrol, told the panel his
company pays special attention to
its licence to operate, setting a goal
of upping existing production to 1
million “clean” barrels per day of
oil nationwide by 2015.
That refers to hydrocarbons
produced with no accidents or
environmental incidents, and “in
harmony” with all stakeholders
and labour groups.
He added that “it is really

important how you relate in
the daily operations with the
communities, how your people
are perceived”, including the
behaviour of contractors working
on the operator’s behalf.
He also emphasised the
importance of preserving
biodiversity while carrying out
oilfield operations, and helping to
tackle climate change by reducing
carbon dioxide emissions.

irements becoming more critical
incentives.” Seregin said one
of the most challenging issues
is to strike the correct balance
between national and corporate
interests.
While there has been a rise
of local content requirements
aimed at promoting indigenous

participation and fostering
technology transfer, governments
and national oil companies should
understand that international
players are not charity
organisations but profit-oriented
companies that are driven to
benefit their shareholders.
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“Without energy,
it is impossible
to attain higher
standards of
prosperity and
to fight poverty.
Without energy,
human rights is
a concept void of
content.”

impact on
climate change:
Anita George,
director of the World
Bank’s International
Finance Corporation.

Routine gas flaring in
World Bank’s sights
The World Bank revealed at
WPC in Moscow that it aims
to propose a target of zero
routine gas flaring by 2030
and will be looking to many
organisations to support
this initiative, writes Amanda
Battersby.
About 140 billion cubic
metres of gas is flared or
burned annually worldwide,
equating to some 350 million
tonnes of carbon dioxide
emissions.
This is equivalent to the
entire electricity consumption
of the African continent,
according to Anita George, a
director of the World Bank’s
International Finance
Corporation, with a special
focus on the energy and
extractive industries.
“Eliminating this gas
flaring would, in emissions
terms, be equivalent to
removing 70 million cars off
the streets and could have a
huge visible, significant and
relatively (immediate)
impact on climate change,”
she said.
Some nations have already
made dramatic changes to
their gas-flaring practices,
George noted.
“In Mexico, gas flaring has
been reduced by 66% in just
two years. Mexico’s Ministry
of Energy, Pemex and the

country’s regulators deserve
credit for this achievement.
“In Azerbaijan, Socar has
reduced gas flaring and
venting by almost 50% in two
years, and in Nigeria, with an
investment of over $3 billion,
gas flaring has been reduced by
4 Bcm over the past five years,”
she said.
However, WPC host
nation Russia has fallen
woefully short of its targeted
cuts, despite government
legislation, George revealed.
“According to satellite data,
Russia is by far the largest
flarer of gas. Russian regulation
required that by 2012 oil
companies would have to
utilise a minimum 95% of their
associated gas or be subject to
fines,” she said. “Unfortunately,
the utilisation rate is far from
this required level.”
While gas flaring might be a
relatively minor source of black
carbon globally, it is particularly
important in the Arctic.
“Early stage research shows
that flaring contributes close
to 40% or more to the black
carbon — or soot — deposited
on snow and ice in the Arctic.
“When deposited on snow
and ice, the soot absorbs heat
and reduces the ability to
reflect sunlight, which then
causes melting as well,” she
warned.
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Bid to beat the know le
Industry leaders need to find a way to ensure the expertise of senior
employees is passed on to the next generation of staff, writes Rob Watts.

O

il and gas companies
have to do a better job
of stopping valuable
knowledge leaking
permanently out of the industry
as older staff retire, delegates
at WPC in Moscow heard on
opening day.
Industry leaders were told the
issue is becoming even more
critical as the size and technical
complexity of many oil and gas
projects — and capital costs —
increase.
Thierry Pilenko, chief
executive of French service
company Technip, said it was
crucial for the whole sector to
28
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ensure that knowledge and
expertise are transferred more
effectively from older to younger
staff.
“It is not only a problem for
my company hiring engineers, it
is the problem of the industry,”
Pilenko said during a session
on knowledge management.
“Knowledge management is first
and foremost about people.”
David Williams, managing
partner of global oil and gas
at UK-based Highland Group,
echoed this view.
“Knowledge in our industry
has never before been in such
need of management on a formal

and active basis,” Williams
said.
“Knowledge is embedded
within people, developed
by people’s experience and
understanding. Therefore,
when we talk about knowledge
management we really need to
consider people management
and how we organise our
industry.”
He added: “There is an
unprecedented leakage of
experience and knowledge from
the industry as the ‘great crew
change’ happens and the older
guard retires. Knowledge is a
precious resource and we need

to think of this as an asset to
the industry as a whole, as well
as the individual organisations
within it.”
Rima Al-Awadhi, knowledge
management team leader at Kuwait
Oil Company, said companies could
develop mentoring programmes as
an effective first step to safe-guard
knowledge.
One idea she put forward to
keep retired staff in touch with
their former employers — and
provide a pool of expertise to
current employees — was to keep
their email accounts active for
a few years after they leave the
company.
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New safety culture: Shell’s Simon Durkin

Box-ticking can obscure
the real safety issues

precious resource:
Knowledge is an asset and
needs to be managed carefully.

w ledge leak
Industry ‘is a jobs driver’

The oil and gas industry can
be a key driver in fostering
economic and social
development by nurturing
job creation and industrial
activity, panelists agreed at
WPC in Moscow.
However, the industry is
faced with meeting global
energy demand that will
require 37 billion barrels’
worth of resources by 2035, BP
chief executive Bob Dudley
said. Globally, the industry

has worked to help foster such
growth by providing not only
access to energy and general
jobs but also honing a skilled
workforce, where technology
and recruitment are key
components.
The oil industry is often
perceived negatively by
potential recruits in some
regions of the world, but “is
in fact bringing people out of
poverty,” Dudley said. “We just
need to tell our story better.”

International regulators and
operators need to guard against
implementing overly complex
and detailed procedures as
they review their oilfield safety
regimes, delegates at the World
Petroleum Congress in Moscow
were told, writes Noah Brenner.
If they fail to do so, they risk
creating an atmosphere where
responsibilities are unclear and
workers are more concerned
with fulfilling requirements
than actual job performance,
said Simon Durkin, vice
president of safety, environment
and social performance at Shell
Netherlands.
One way this can manifest
itself is in lengthy checklists
that employees must complete as
they carry out their work.
“The danger with paper
is people tick the boxes and
somehow believe that that has
made them safe,” Durkin said.
“Ticking boxes doesn’t make you
safe.”
Sigve Knudsen, executive vice
president of the Petroleum Safety
Authority of Norway, added that
any good safety system needs
to be “self critical”, and overcomplex requirements should be
screened out in that process.
However, Durkin warned there
is also a danger in not requiring
strict adherence to safety
checklists.
He explained that a past
fatal accident at Shell’s Salym
Petroleum joint venture in
Russia was in part due to

a written “deviation” from
accepted practice.
“People write deviations and
get them approved and they
think that somehow that has
changed the situation and made
them safe,” Durkin said.
It is also important to
drive safety culture and get it
engrained into the minds of the
workers and contractors that are
completing dangerous tasks on
the ground, delegates were told.
Chayong Borisuitsawat,
acting senior vice president,
safety, security, health and
environment for Thailand’s
PTTEP said: “To me, getting it
down to the hands-on people
on the worksite is the most
important (thing) because those
are the people that get injured,
not the ones at the office.
He added: “How you get into
the culture of the contractor
workforce is the critical issue…
because 75% of our workforce
on any given day is (made up of)
contractors.”
David Walker, chief executive
of consultancy DNV GL Energy,
argued that “companies have to
apply (their) safety management
system rigorously” in order to
reduce the risk of accidents.
“Companies with the
best performance in major
accident risk management do
not necessarily have better
systems than those with poorer
performance, they are just much
more diligent in doing what they
say they do,” Walker said.
»
21st WPC REVIEW

29

SUSTAINABILITY

Transparency
should be higher
on agendas
EITI head tells delegates that industry still has a
long way to go to win trust, writes Rob Watts.

T

he oil and gas industry
has been warned it has
a long way to go before
it stamps out deeprooted governance, transparency
and corruption problems.
A WPC session on ethics and
anti-corruption was told that,
while some initiatives have
achieved progress in the last

decade, companies need to
put the issues higher up their
agendas.
“We have 4000 people here
[at WPC] but I do not hear a
great deal about governance,”
said Jonas Moberg, head of
the Extractive Industries
Transparency Initiative (EITI),
set up to encourage governments

and corporations to better
manage natural resource
revenues.
“I think we all know our
industry is not particularly liked
out there by many countries,
by many stakeholders,” Moberg
said. “Trust is an issue. We have
an awfully long way to go.”
Nearly 50 countries have

“We all know
our industry is
not particularly
liked out
there by many
countries.”
Jonas Moberg, EITI

Operators need to reach out to
local communities early and
often when entering areas
unaccustomed to oil and gas
development, to ensure that
projects are not derailed by
above-ground risks, according
to a panel of major international
players, writes Noah Brenner.
“The most important process
is to make friends with the local
peoples,” said Xiansheng Sun,
president of the CNPC Economics
& Technology Research Institute.
“Friendship first, business
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second, leads us to success,” he
added.
David Martin, executive
vice president of health,
safety, environment and social
performance for Shell, said it
is important to communicate
with technical staff that while
some aspects of community
engagement might at first come
with added costs, the benefits
of good local relationships keep
projects on time and on budget.
“When you take a full lifecycle analysis it actually makes

economic sense,” he said. It is
also vital to get that message to
all employees and contractors,
no matter how gargantuan
that task might seem, said Jay
Pryor, vice president of business
development at Chevron. He
noted that the US supermajor
employees 60,000 people and has
700,000 contractors performing
work on any given day.
“You can destroy that
(community trust) in the first
operation if everyone doesn’t
understand it,” he said.
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Calls for players to reach out to local communities

vital message: Jay Pryor,
vice president of business
development at Chevron.

attention:
Extractive Industries
Transparency Initiative
head Jonas Moberg

signed up to the initiative, which
seeks to improve accountability
through regular publication of
payments by oil, gas and mining
companies to governments, as
well as revenues received by
governments.
Moberg’s comments came as
the oil and gas industry is facing
renewed pressure in the US to

reveal more information about
its business activities.
The US Securities & Exchange
Commission has said it aims
to revisit measures to
implement the controversial
2010 Dodd-Frank Wall Street
Reform law, including a
requirement for disclosure by
oil companies of payments

made to foreign and host
governments.
Oil companies have lobbied
hard against the “publish what
you pay” provision in section
1504, saying it has the potential
to compromise sensitive
commercial information
at project level in a highly
competitive arena.

Safety culture has to beat complacency
There are numerous facets
to successfully and safely
delivering giant gas projects,
with a key aspect of safety
culture being the empowerment
of people to intervene if they see
potentially dangerous practices.
“We have a goal of zero,” said
Wael Sawan, managing director
of Qatar Shell companies,
explaining that this means
avoiding any harm to people
as well as avoiding any
hydrocarbon leaks.
Sawan said he was staggered

to learn that study work during
the design phase found that the
500 million man-hours required
for Shell’s Pearl gas-to-liquids
project would imply dozens of
deaths would occur.
“If you look statistically at what
the fatality rate would be, we were
expected to kill around 25 people
on this project,” Sawan said.
“Just think about it, potentially
25 people — if we achieved
global benchmarks — would lose
their lives. The team said this is
unacceptable,” he added.

“If you look...
at the fatality
rate, we were
expected to
kill around 25
people on this
project.”
Wael Sawan,
Qatar Shell
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Saudis
target
foreign
players
Saudi Aramco has urged
foreign investors to set up
manufacturing bases in the
country if they want to take
advantage of billions of US
dollars in planned spending in
the oil and gas sector over the
next five years, writes Nassir
Shirkhani.
The goal is to create jobs for
a booming Saudi population
and help Aramco secure most
of its equipment needs from
the local market.
Saudi Aramco’s projects and
strategic purchasing manager
Abdullah al-Warthan said the
company aims to secure up
to 70% of its needs from local
manufacturers by 2020, up
from the current level of 25%.
“Our capital and operational
expenditure at Saudi Aramco
is around $150 billion in
the next five years,” he told
delegates at WPC in Moscow.
“This is in addition to planned
expenditure of $450 billion by
the government.”
The bulk of Aramco’s
spending will be on
exploration and drilling
services, including cementing
and well completions, as well
as on the construction of
onshore and offshore projects
and steel and pipelines.
There is an urgent need for
rig yards and marine services,
as well as steel and chemical
products.
“We are planning largescale investments, which will
present us with challenges,”
said Warthan.
“The only way to meet these
challenges is to partner and
strengthen our relationship
with strategic suppliers,
technology partners,
contractors and with those
who will add value and invest
in Saudi Arabia.
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Innovation
essential
in industry
New solutions sought as players come
under pressure to cut back on the price
of projects around the world, writes
Kathrine Schmidt.

N

ew oil and gas
technology is crucial
not only to drive
innovation, but also in
reining in costs, panelists said at
the World Petroleum Congress.
The applications range from
onshore shale developments to
offshore deep-water drilling, as
oil majors are under pressure
from investors worldwide to
cut back spiralling expenses
of ambitious mega-projects,
attendees heard.
“Through history it has made
a significant impact on what
we have been able to develop
as an industry,” Sara Ortwein,
president of ExxonMobil
Upstream Research, said of new

innovation. Proprietary drilling
technology has helped the US
supermajor shave 15% to 20% off
its budget for the area in recent
years, Ortwein said, while in
onshore shale plays ExxonMobil
has developed a “plugless”
completion technique designed
to bring production online more
quickly, while driving costs
down.
In the deep-water sector,
Brazil’s Petrobras has worked
to standardise its floating
production, storage and
offloading units and aims to
build on lessons learned when
building out its massive Libra
pre-salt development, said
Anelise Lara, E&P executive

manager for the project. The
state-led player’s next-generation
units are envisaged as “plug
and play” floating production,
storage and offloading units
that allow customisation onsite
to suit different conditions at
different projects, she said.
Smart application of
standardisation can also help
trim expenses from well
engineering, representing
up 40% to 50% of the average

project costs for the company,
which also made use of flexible
umbilicals and flexible riser
technology to help develop its
challenging pre-salt reservoirs
off Brazil.
At Anglo-Dutch supermajor
Shell, a major boon of high-tech
seismic and imaging is simply
to avoid drilling uneconomic
wells in the long run, according
to chief technology officer Gerald
Schotman. “You need to continue

Technological advances to increase remaining resource

A

dvances in technology
will continue to
ensure that there are
adequate reserves of
oil and gas to meet demand,
according to David Eyton, BP’s
head of technology, writes Xu
Yihe.
Addressing the 21st World
Petroleum Congress in Moscow,
Eyton suggested the theory of
peak oil had been disproved.
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The use of oil and gas within
the global energy mix is not
going to be halted as a result
of dwindling hydrocarbon
resources, he said on the
sidelines of WPC.
There may be other reasons
for demand declines, but
technology has enabled a
vast increase in reserves and
ensured ample supply.
The industry has an

excellent track record of
increasing production and
replacing reserves, enabled by
technological developments
over the past 30 years, Eyton
said.
The potential to enhance oil
recovery from reservoirs is very
significant, he said, adding that
the current average oil recovery
rate in the world is estimated at
about 35%. “You’ve heard people

here talking about 65% or
higher, even 70% in the Middle
East. These are enormous
increases,” he said.
Citing BP’s World Energy
Outlook, Eyton said that oil
demand was expected to
increase by about 1.5% per year,
or 41% in total, between 2012
and 2035.
Technology has a significant
role to play to ensure the safe

Co-operation becomes
crucial in Angola pre-salt

shining a light: Innovation
has driven the oil and gas industry
throughout its history.

to find ways and means to
continue to make this business
an affordable business.”
Enhanced oil recovery from
existing fields — removing
the risk of the oil search and
avoiding the expense of new
infrastructure — is another key
way to optimise costs through
technology, panelists agreed.
“The backbone of the whole
R&D programme is recovery,”
said Henriette Undrum,

vice president at Norway’s
Statoil. Stimulation of mature
environments and a focus on
increasing recovery have also
been a valuable tactic for Saudi
Aramco, vice president Khaled Al
Buraik said.
“Capitalising your existing
asset and trying to extend the
life... is really going to reduce
your costs and will ensure
the sustainability of that
investment.”

base and ensure supply
production of hydrocarbons,
more economical access to
resources and more efficient
use of energy, he added.
Eyton said about 1.6 trillion
barrels of oil and gas equivalent
has been produced to date
worldwide, with a further
2.9 trillion of recognised
recoverable resources currently
remaining.
The application of best

available technologies can
increase the remaining
recoverable resource base
by almost a factor of two, he
contended.
The potential for enhanced
oil recovery from known
hydrocarbon resources
exceeds the potential from
new discoveries, such as those
from Arctic or ultra-deepwater
areas, Eyton said.

Technological developments
are key to unlocking Angola’s
vast pre-salt oil potential, but
companies and government
need to work together to drive
down costs and push large-scale
projects through, the World
Petroleum Congress was told,
writes Eoin O’Cinniede.
“Our industry is used to
meeting challenges,” Total E&P
Angola director general JeanMichel Lavergne said at the
event in Moscow.
The French major has recently
started production at its deepwater Clov field cluster project in
Block 17 off Angola.
The project is being developed
using 34 subsea wells tied back
via 180 kilometres of flowlines
to a floating production, storage
and offloading vessel with
1.8 million barrels of storage
capacity.
“When Total took Block 17
in the early 1990s, most of the
technology that we are using
today on this block existed only
on paper. So, you have to look
forward and believe in your
ability to overcome challenges,”
Lavergne said.
James Farnsworth,
chief exploration officer
of US independent Cobalt
International Energy, added:
“Ten or 12 years ago, the thought
of exploring, drilling and
developing there was beyond
our technology. Companies like
Total, BP and others have done
exactly that.”
Cobalt has drilled six
of Angola’s eight pre-salt

discoveries to date, and
Farnsworth said the company
has managed to drive down its
costs through the use of new
technologies.
“There is no doubt that deepwater exploration is a very highcost environment,” Farnsworth
said.
“In the pre-salt, typically
when you start exploring a new
basin, you go through a very
difficult learning curve, in terms
of not knowing how to drill
wells that nobody has drilled
before.
“Some of our first pre-salt
wells took about six months to
drill and were very expensive —
over $1 million a day, which
adds up. Our most recent two or
three wells have been about half
that.”
Both Lavergne and Farnsworth
said high costs were an industrywide issue and not specific to
exploration in Angola.
“It is one thing to drill wells,
another to develop those barrels,
which is a lot more expensive,”
Farnsworth said.
“With high costs, there is
a tendency to place blame on
the operating company or a
service provider. But by working
together, we have to drive
costs down — it is absolutely
essential.”
Lavergne said that, along with
the Clov FPSO, which will take
Total’s Angolan production up
to 700,000 barrels per day, the
company was also operating
eight deep-water rigs off the
country.

Data key to competitiveness
Oil and gas companies that make
the best use of massive new
amounts of digital information
— “dig data” — will be the ones
that remain most competitive,
industry leaders heard at WPC,
writes Rob Watts.
Rapid advances in computing
technology and a trend towards
more affordable sensors in
billions of objects and devices
linked over the internet are now
making enormous amounts
data available to businesses,

including ones in the exploration
and production sector. “We are
facing an unprecedented time,”
said Ulises Mello, director of
IBM Research Brazil. Oil majors
and drilling companies are now
generating terabytes of data each
day, he said.
Celestine Vettical, vice
president intelligent energy
products & technology at Baker
Hughes, said key challenges
include the volume, velocity and
variety of data.
21st WPC REVIEW
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Plenty of
life left
onshore
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Shell might be at the forefront
of floating liquefied natural gas
technology but the Anglo-Dutch
supermajor’s general manager of
FLNG, Neil Gilmour, believes that
onshore liquefaction will still be
the workhorse of the global
LNG industry, writes Amanda
Battersby.
“Onshore LNG, there’s plenty of
life in that dog — certainly if we
start to get off some of the very
hot costs that we’ve got in places
like Australia,” Gilmour told delegates at a best practices keynote
session on Management of
Arctic and Deep Water Mega
Projects at the World Petroleum
Congress.
Shell is continuing apace with
its 3.6 million tonnes per
annum Prelude FLNG project
that will be deployed off
Australia. It is eying similar-size
floating units in other areas,
while the operator’s FLNG Lean
solution envisages nominal
production of 6 million tpa
from fields with limited liquids
reserves.
Prelude has been a regulatory,
as well as technological, game
changer for Shell and the
industry.
“We had really no regulatory
systems in Australia for FLNG.
We had onshore and offshore
regs and they didn’t really cater
for FLNG so we spent two years
working with the regulator and
certain agencies to really make
sure that the ground was paved
for that,” said Gilmour.
“Floating LNG is something
that’s at the forefront for many
companies,” said ExxonMobil
Development Company vice
president James Flood.
Gilmour added that the FLNG
world today encompasses a
range of development solutions
including “very tiny little barges
next to piers, perhaps in the
Gulf of Mexico; then some of
the big things that we’re doing
at the other end, with Petronas
somewhere in the middle”.
“We’re really at the very
beginning of the journey.”

gas/lng

US and Australia at forefront of ‘golden
The global gas market is entering
a “golden age”, with the US and
Australia leading the charge
to meet Asia’s growing energy
demands, the World Petroleum
Congress in Moscow was told,
writes Tonya Zelinsky.
“The prospect of the US
globalising its LNG exports and
the result of a global natural gas
market has caught more and
more attention,” Deloitte global
oil and gas leader Adi Karev

told delegates at WPC in
Moscow. “New LNG supplies
are expected from the US and
from Australia, which currently
has seven projects under
construction with the potential
of 80 billion cubic metres a year.”
Meanwhile, Russia, which
previously exported about 38
Bcm per annum to China and
has plans to increase its exports,
has market observers thinking
its gas supply will be “blunted

by potential LNG exports from
North America”.
Russia plans to increase its
exports and a new wave of
suppliers is entering the market,
Karev said.
However, issues such as
project delays, budget overruns, high capital costs and
high import prices continue to
challenge the industry.
Gas Exporting Countries
Federation (GECF) secretary

Russia
aims for
stability
Energy Minister believes export
pipelines to Europe — rather than
diversification — are the way
forward, writes Vladimir Afanasiev

R

ussian Energy
Minister Aleksandr
Novak, speaking
on the final day of
WPC in Moscow, insisted
Russia’s goal is to increase
energy stability in the
region by building new
gas export pipelines to
Europe. He criticised calls
for diversification of energy
supplies to European countries.
According to the Russian
Energy Ministry, the move
towards energy diversification
would equate to “cheap”
Russian gas being replaced
in Europe’s energy mix by
“expensive” gas imported from
Asia and North America.
Novak said the EC has taken
a “nonmarket” position by
attempting to block Russian

state gas giant Gazprom’s plans
to build the South Stream
subsea pipeline to southern
Europe, along with another gas
export pipeline to Poland.
“Russia is not trying to
dominate the global energy
market and will base its energy
policies on market principles,”
Novak said.
The minister also accused
the outside world of employing
“geopolitical leverage” to gain
a competitive advantage for
gas sales to Europe, and of
distorting “the existing balance
of relations between energy
suppliers and consumers”.
“Geopolitics in energy leads
to instability and worsening
of the investment climate,
for which end consumers pay
higher prices,” he argued.

olden age’ for gas market
general Mohamed HusseinAdeli agreed that the increase
in US shale gas developments is
causing “more competitiveness
for gas”, particularly since most
of it is contracted to China.
Hussein-Adeli forecast that by
2035, 15% of global gas production
will be LNG.
Asian buyers will continue to
dominate, but the GECF expects
Europe to import more LNG
than before. “Unconventional

gas resources are more than
game changers — they are
part of a global revolution,”
said International Gas Union
president Jerome Ferrier.
However, Australia and the US
are not the only countries in the
LNG export race.
Significant shale gas deposits
in countries including China,
Argentina, Algeria, Canada and
Mexico could tip the scales in the
future, delegates were told.

Investment climate
in need of foundation
THE future of the Asian gas
market is contingent on
developing new liquefied natural
gas and pipeline infrastructure
as well as there being a stable
and incentivised investment
climate, according to Cedigaz
chief economist Armelle
Lecarpentier, writes Amanda
Battersby.
She told a World
Petroleum Congress
framework session
that the main
challenges
are a lack of
infrastructure
— mostly
crossborder
pipelines — the
high investment
costs required
for unconventional gas
development, the lack of
integration of gas markets
and the absence of gas-togas competition as well as a
complementary trading hub.
Lecarpentier said the industry
is faced with many challenges.
One key concern is “the lack
of an investment climate in
some countries because of the
subsidy regime that has helped
to maintain very artificially low
prices that have boosted gas
consumption but, at the same
time, discouraged upstream
investments”.
The region is without a gastrading hub and Lecarpentier
does not think that Singapore’s
stated aim to become an LNG

trading hub will come about, at
least in the short term.
“I think it will take many
years before Singapore starts
to become a reliable hub...
Singapore is well placed to
become a trading hub because
the free market approach of
the government is promoting
the development of a
trading hub with the
implementation of
a market-based
model, with the
involvement of
a large number
of participants
with spot LNG
import credits,”
she said.
“But the problem
of Singapore is that,
beyond this policy, there is a
lack of liquidity on the market,
because the energy market
of Singapore is quite small
up to now,” she said, adding
that Singapore did have the
advantage of already being well
connected to other gas markets,
not only by pipeline.
Singapore’s maiden LNG
receiving and regasification
project came into operation with
a capacity of 3.5 million tonnes
per annum. That was since
increased to 6 million tpa and
will be further expanded to
9 million tpa in future.
Cedigaz is an international
not-for-profit association
dedicated to natural gas
information, based near Paris.

Cost control set to be crucial
GDF Suez E&P International chief
executive Didier Holleaux told
WPC delegates he still believes
that liquefied natural gas has
a future in meeting energy
demand, but he added that
industry needs to keep an eye
and a firm grip on project costs.
He referred to an Australian
LNG project where costs have
escalated through the roof,
and though he mentioned no
names, many in the audience
were convinced he was referring

to Chevron’s Gorgon scheme.
Holleaux said costs had to be
kept under control to ensure
that future LNG projects remain
viable.
“You cannot produce [LNG]
at, let’s say, more than $12 per
million British thermal units
and expect to find a long-term
market. We have to make a
tremendous effort to bring the
cost of LNG projects down if we
want this industry to thrive and
be able to develop,” Holleaux said.
21st WPC REVIEW
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unconventionals

Heavy
oil holds
its own
weight
PDVSA highlights heavy oil resources,
in addition to shale, as major
contributor in combatting declining
production from conventional plays,
writes Kathrine Schmidt.

R

ising supplies from
unconventional
resources will play a
major role in offsetting
declining production from
historical assets in the coming
years, panellists said at the
World Petroleum Congress in
Moscow.
As well as global shales,
still-untapped reserves of
heavy oil being developed by
companies including PDVSA will
help contribute to fulfil global
energy demand, according to
the Venezuelan state company’s
vice president of exploration and

production, Eulogio Antonio del
Pino Diaz.
“The unconventional (sector)
has become more and more
conventional, during especially
the last 15 years,” Del Pino Diaz
told a panel audience.
PDVSA currently produces
about 3 million barrels per day
of crude and exports about 2
million bpd.
It has set an ambitious target
to increase production to about
6 million bpd in the next five
years, largely fuelled by heavy
oil from its Orinoco heavy-oil
belt, said Del Pino Diaz. Russian

companies are key partners
for PDVSA, participating in
nine joint ventures in the
country.
Rosneft has a stake in eight,
including the Petrovictoria joint
venture approved by the national
assembly in 2013.
Gazprom has the PetroZamora
project on the eastern coast
of Lake Maracaibo, while a
consortium including Rosneft,
Gazprom and Lukoil is involved
in the PetroMiranda project in
Junin Area Block 6.
PDVSA has lined up 12 new
joint venture agreements and

roughly $12 billion in financing
agreements to help boost
production in recent years with
its Russian partners, as well as
other global players including
Spain’s Repsol, Italy’s Eni and
China National Petroleum
Corporation.
The Venezuelan company
ultimately envisages even
greater investments to help spur
additional production in the
region.
There was originally some
skepticism about the process
of upgrading and refining the
extra-heavy oil so it could be

Japanese researchers push for methane hydrate plan with
Researchers in Japan are designing the third
phase of their methane hydrate exploration
plan as they mull the best way to get a
long-term production test of a cutting-edge
energy source.
The energy-starved country estimates
that its research area around the Nankai
Trough alone could hold up to 1.1 trillion
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cubic metres (about 40 trillion cubic feet) of
methane trapped in icy hydrates, Yoshihiro
Masuda, associate professor of engineering
and project leader for Japan’s methane
hydrate research consortium, said at WPC.
In 2013, the team tested the first offshore
methane hydrate well, which flowed at an
average rate of 20,000 cubic metres (more than

700,000 cubic feet) over the course of six days
before the well became plugged with sand.
The next step in the programme is a long-term
production test, but no decisions have been
reached yet about when that will happen.
“We are now talking about the next
production test — when and how and the
budget,” Masuda said, adding that the

untapped reserves: PDVSA vice
president of exploration and production
Eulogio Antonio del Pino Diaz.
Photo: Kathrine Schmidt

Saudi Aramco aiming to
drive down output costs

S

exploited outside of a mining
context, del Pino Diaz suggested.
However, the possibility was
backed by Venezuela’s thenpresident Hugo Chavez, who died
following a battle with cancer in
2013.
Del Pino Diaz said Chavez was
among those who “championed”
the plan and “showed the world
that the heavy oil (in the Orinoco
belt) can be upgraded and
blended with other oils” to bring
it to a market standard.
The process is not without its
challenges, a key part of which
is increasing recovery, which

currently stands at between 8%
and 10%. PDVSA would like to
see that figure increase to 20% or
even 40%, del Pino Diaz said.
The energy efficiency of the
heavy-oil process is another area
for improvement that PDVSA
will seek to target through
collaboration with its partners,
he added.
Currently, the process requires
the energy equivalent of one
barrel of oil to produce 6.5 barrels
of crude, while with offshore
projects, the same amount of
energy could produce generally
between 20 and 50 barrels.

audi Aramco hopes
to bring down the
costs of producing
natural gas from tight
formations to as little as $2 to $3
per thousand cubic feet within
the next few years — a breakeven cost that would be equal to
or better than many of the best
unconventional plays in the US.
“We are pushing, we are seeing
good signs, good indications
from the sandstones and
good cost in our drilling and
completions,” Saudi
Aramco manager
of gas reservoir
management
Adnan Kanaan
told the World
Petroleum
Congress in
Moscow.
Much
of Saudi
Aramco’s
initial work
has been done in
tight sands reservoirs,
where permeability and
porosity is greater than that of
the shale formations produced
in the US, but below that of
conventional oil- and gasbearing sands, Kanaan said.
“The majority now is
sandstone,” he said. “We do
have shale but shale will take a
little bit more time because we
need to go with the low-risk,
high-reward (projects) to get
our revenue, but definitely shale
is part of our focus area and it
is part of the exploration and
appraisal.”
Aramco began its own
research into multi-stage
hydraulic fracturing in 1998,
experimenting at first with

just a couple of stages and
progressing to 10 stages in a
single wellbore to determine the
impact of the volume and size of
the fracture stimulation on well
production.
In its first effort, the company
re-entered a vertical tight
sand well that had an initial
production rate of about 1.4
MMcfd, and drilled a lateral leg
that was then fracked in four
stages.
After the fracture job,
production jumped to 10
MMcfd. More recent
efforts have
included frack
jobs of up to
15 individual
fracture
stages and
resulted
in initial
production
rates as high as
20 MMcfd.
The well results
benefit from reservoirs
that are not quite as tight as
some of those targeted in the US,
Kanaan said.
“The production and the
reservoir quality is a little bit
better than the US,” he said.
“Some of them belong at the
borderline between conventional
and unconventional.”
Much like its counterparts in
the US, Saudi Aramco is looking
at gas plays with high liquids
content to yield better economics
for its projects.
Kanaan declined to reveal
specific numbers on how many
unconventional wells Saudi
Aramco might drill in the
coming year. “I can tell you, a
lot,” he said.

next ‘very important’ step to be long-term production test
next test would be “very important to our
commercial production”.
The long-term test could take place in the
existing wellbore or in a newly-drilled well.
Either way, Masuda said he still viewed
methane hydrates as a promising new energy
source, in part because the researchers
believe that only about three metres of the

40-metre hydrate-bearing formation actually
contributed to production.
“I hope in the next production test we can
produce much more,” he said.
However, a leading oilman with
multinational projects under his belt said
methane hydrates are not expected to make
a significant contribution to the world’s

energy mix — at least not in the short to
medium-term.
“I think we are still quite far away from
a commercial solution,” said GDF Suez
E&P International chief executive Didier
Holleaux. He said that one significant risk
of methane hydrates production is the
potential for methane pollution.
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UNCONVENTIONALS

Search
for the
perfect
strategy
There is no easy solution to the
problem of where to find new
resources, writes Eoin O’Cinneide.

T

he booming
unconventionals
industry may have led
some oil companies to
believe that the likes of shale gas
and tight oil plays are the places
to bolster dwindling reserves,
but in reality industry players
hold divergent views on where is
best to find new resources.
Three panellists presented
with such a question at the
opening day of the 21st World
Petroleum Congress in Moscow
epitomised this split in attitude

at the time, bringing different
perspectives from contrasting
global markets.
“It is amazing how different
the answers are that oil and
gas companies are giving to
the same question,” said Didier
Holleaux, chief executive of GDF
Suez E&P International. “The
(real) question at the end of the
day is — what is fitting with your
own company’s strategy?”
Holleaux said: “We have no
interest in resources, we have
only an interest in reserves —

because there is nothing you can
do with resources unless you
turn them into reserves.”
Holleaux said oil companies
can create large amounts of
reserves simply by delaying
the abandonment of fields — by
utilising enhanced oil recovery
techniques, for example.
Although the French player
does participate in some
frontier plays — in Azerbaijan’s
Caspian Sea waters with Total,
for instance — it will continue
to concentrate on near-field

exploration, such as its operated
positions in the Dutch North Sea.
Cesar Cainelli, vice president
of exploration at Brazilian
independent Barra Energia,
pushed the frontier exploration
agenda, highlighting how the
Brazilian pre-salt discoveries
had opened up new provinces
globally.
“Deep-water exploration is
going to continue to be the main
frontier,” he said.
“Of course you also can continue
pushing forward the limits of

Call for more incentives and clear rules and regulations t

G

lobal expansion
of shale gas
developments is
progressing for many
jurisdictions, but the right set
of rules, politics and regulations
needs to be in place before
commercial activity can begin,
the World Petroleum Congress
was told, writes Tonya Zelinsky.
With North America
actively pursuing commercial
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development of its vast shale
resources, countries in South
America, the Middle East and
Asia, among others, have much
to do to make investment in
the unconventional resource
more attractive to potential
exploration companies,
Halliburton’s director of
global technical marketing
Glenda Wylie told a technical
session on unconventional gas

exploration and production at
WPC.
“Shale resources must
satisfy minimal criteria to be
productive and economic,” said
Wylie.
“There are three things
holding back some of these
countries looking to accelerate
as fast as the US did,” she said.
Firstly, Wylie said,
governments need to simplify

regulations to enable quick
development.
Secondly, the right data is
necessary because “assets must
sustain production for long-term
viability”.
They also need to address
surface and subsurface rights
and include a level of public
education, as well as a level of
environmental protection.
Lastly, Wylie said the

UNCONVENTIONALS
Competition: GdF Suez E&P’s
chief executive didier Holleaux says
his company is more interested in
reserves than resources.
Photo: GE Energy

exploration — like the northern
North Sea, Greenland, maybe even
offshore Argentina,” he said.
“We see that we have the
opportunity everywhere, the
potential for growth.
“We must look everywhere
where there is an economic
potential,” he said, highlighting
Mexico and Iraq as regions with
significant upside.
Iran also has huge potential,
but this is counterweighed
by political barriers. “But we
are sure that sooner or later

conducive conditions for
investment will be established
there,” Cainelli added.
Andrey Kuzyaev, vice
president of Russia’s Lukoil,
indicated that the company is
primarily pinning its hopes on
conventional oil, identifying
Middle Eastern markets as the
likely main drivers behind
increased output.
“We believe that in the next
10 years conventional resources
will be able to satisfy demand,”
he said.

ons to fuel global shale boom
economics need to be in place
related to the right equipment,
water usage and recycling and
fuel costs.
Wylie cited the US as
an example of successful
production of unconventionals.
The shale gas revolution took
off quickly and it counts more
than 14 producing basins.
Canada also has several
producing basins. Wylie said

the countries with the biggest
shale potential are Australia,
Argentina, the Middle East,
China and India. Others she
mentioned were Colombia,
Peru, the UK and South Africa.
Australia has commercial
production in its Cooper basin
and New Zealand drilled a
successful well in 2013 that
Wylie compared to the Bakken
play in the US.

Rush to copy US success
amid demand growth
The unconventionals drive is
poised to enter a new stage,
maturing into an increasing
global phenomenon beyond the
US before the end of the decade,
according to Keisuke Sadamori,
director of the energy markets
and security directorate at the
International Energy Agency
(IEA), writes Xu Yihe.
Commenting on the IEA’s midterm oil market report to 2019 at
the World Petroleum Congress
in Moscow, Keisuke said several
countries will seek to replicate
the US success story.
The report projects that, by
2019, tight oil supply outside the
US could reach 650,000 barrels
per day, including 390,000 bpd
from Canada, 100,000 bpd from
Russia and 90,000 bpd from
Argentina.
Economic recovery will buoy
demand, but the dynamics of
demand growth will undergo
a structural shift because
of factors such as increased
efficiency gains.
Worsening political instability
and security issues add major
downside risk in Iraq and Libya,
Keisuke said. He added that Iraq
faces formidable challenges in
meeting ambitious production
targets, although its capacity is

expected to increase by 40%, or
1.3 million bpd, to 4.5 million bpd
by 2019.
Overall oil demand will
approach 100 million bpd by 2019
at an annual average of 1.3% as
macroeconomic momentum
builds, but the growth will rein
in after 2015, he said.
Asia and the Middle East
will continue to dominate the
demand growth, with Africa
to gain momentum as well as
former Soviet Union countries
and the Americas.
Global oil supply capacity, led by
Opec, will continue to grow, with
total supply capacity to increase
by 9 million bpd to 105 million bpd
on exceptionally strong non-Opec
growth, but slowing later in the
forecast period.
However, Keisuke warned
that turmoil in the Middle East
and weak investment climates
in North America will weigh on
Opec capacity growth.
Opec capacity is seen as
growing by 2.1 million bpd to 37.1
million bpd in 2019, with Iraq to
supply 60% of the growth.
Canada and the US will lead
the non-Opec growth, with
65% of total non-Opec supply
growth to come from the two
countries.

Russia and China lag behind
It is not just the geological
differences and challenges
that explain why Russia and
China are not today enjoying
the shale revolution that is
sweeping the US, according to
Lukoil vice president Andrey
Kuzyaev.
Russia’s unconventional
resources are 40% higher than
those in the US and yet the
country has only barely started
production, he told delegates at
the WPC round table on where to
find new resources.
Kuzyaev said shale requires
special taxation to make it
attractive for companies to
explore, test and produce from
plays.
Moreover, unlike in the
US, lengthy negotiations are
required for licensing and

permitting that may deter
players.
Those companies with deep
pockets could be tempted to play
the long game on China and
Russia’s tight oil and shale gas
basins, but he noted that the
revolution in the US has been
driven by “oil entrepreneurs”
rather than industry giants such
as Chevron, ConocoPhillips and
ExxonMobil.
Kuzyaev also mused about
what would come out of the
“marriage between liquefied
natural gas and shale”, pointing
out that associated shale gas has
not found a market in the US.
GDF Suez E&P International
chief executive Didier
Holleaux added that shale gas
has to compete locally with
conventional gas.
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downstream

Yergin hits
out at US oil
export ban

Energy guru tells WPC he believes lifting ruling
on exporting crude would boost nation’s economy,
writes Noah Brenner.

I

HS Cambridge Energy
Research Associates founder
Daniel Yergin told delegates
at the World Petroleum
Congress he did not expect US
politicians to take action to
remove the country’s ban on
exporting crude in the short
term, but said there was a
growing consensus in the capital
to tackle the issue in 2015.
“This is the hottest oil and gas
question in Washington right
now,” Yergin said.
The US ban on crude exports
has been in place for four
decades after being introduced
in response to the oil shocks of
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the 1970s. Yergin, who is a noted
oil scholar, called the ban “an
archaeological remnant” and
pointed out that similar bans
on exports of natural gas and
refined products were lifted in
1981.
“In an election year it will be
difficult, but all the turmoil in
the world is putting the focus
on eliminating restrictions on
exports,” Yergin said, pointing
to unrest in major energyproducing countries such as Iraq
and Libya and key transit hubs,
including Ukraine.
IHS recently completed a study
claiming that world gasoline

prices would decline and
1 million jobs would be created
in the US if the ban were lifted,
because it would prevent US
crude from becoming oversupplied and would avert a price
decline.
“There are very positive gains,
not only economically in terms
of jobs and economic growth, but
in terms of politics and stability,”
he said.
One big question is exactly how
the ban will be lifted and whether
Congress might seek a back-door
solution that would avoid an
outright vote on the topic.
Most of the increase in US

“There are
very positive
gains not only
economically in
terms of jobs...
but in terms
of politics and
stability.”
Daniel Yergin

hot topic: IHS
Cambridge Energy
Associates chariman
Daniel Yergin

incentive: Egypt is willing to abandon the long-established gas
price of $2.65 per million Btu.

Photo: Kaia Means/Upstream

Egypt ‘is prepared
to boost gas prices’

liquids production has come
in the form of “light tight” oil
that is of such light gravity
that it borders on condensate.
Certain extremely light grades
are currently exportable if they
are created as a result of the
refining process, but they are not
exportable if they are naturally
produced at the wellhead.
One possible course of
action that has been floated in
Washington is a change in the
wording of those regulations
that would allow ultra-light
grades produced at the wellhead
to be exported without a full
repeal of the ban itself. Such

a change could likely be done
administratively and would spare
legislators from voting on an
issue that might be unpopular
with the electorate.
Yergin declined to speculate
on which path politicians might
follow, but he stood by his
conviction that the US would
begin crude exports in the next
few years.
“There is a gathering
consensus, the more people look
at it, that says this just doesn’t
make sense,” he said.
“The US has a tremendous
opportunity right now, why
damage it?”

An Egyptian official told WPC
his country is prepared to offer
international oil companies
improved onshore gas prices as
it tries to make a success of its
current exploration licensing
rounds, writes Nassir Shirkhani.
Adel Said, deputy chief
executive for agreements at
state-owned Egyptian General
Petroleum Corporation (EGPC),
said the company was willing
to abandon the long-established
price of $2.65 per million
British thermal units that
international oil companies
receive for their onshore gas
production.
“There is room for
discussions based on
expenditure and economics of
the commercial discoveries.
We are ready to pay more
than $2.65 per million Btu to
producers,” Said told Upstream.
Said expects a good response
from investors to the latest
EGPC bid round, involving 15
blocks located offshore Gulf
of Suez and onshore Western
Desert.
“I expect 10 to 12 companies
to bid based on the data
packages we have sold,” Said
commented.
Political uncertainty ahead of
last year’s presidential election
prompted EGPC and its sister
company Egyptian Natural
Gas Holding Company (Egas)
to extend deadlines for their
respective tenders from May to
July.
Said revealed that the new

deadlines will not be extended.
“We will receive the final
proposals from interested
companies on 3 July and then
start evaluating their technical
bids followed by financial
proposals,” Said added.
Several international oil
companies — including Italy’s
Eni, Ireland’s Petroceltic
and Canada’s TransGlobe —
had asked the Egyptian Oil
Ministry to postpone the
deadlines by EGPC and Egas
until after the election, which
was won by former army chief
Abdel Fattah el-Sisi.
Egas was also optimistic
about the success of its latest
offer that includes five offshore
and three onshore blocks.
Four of the blocks lie in
ultra-deep waters of the
Mediterranean Sea.
“A lot of companies have
purchased data from us,” said
Mahfouz Elbony, vice chairman
for agreements and exploration
at Egas. “I think we will have
offers for most of the blocks.”
Elbony also said Egas was
prepared to tempt international
oil companies with attractive
fiscal terms for offshore gas
discoveries. Fiscal terms for
commercial discoveries will
be established in bilateral
negotiations.
One of the Egas deep
offshore blocks — Karawan
offshore — is part of the former
Nemed concession that Shell
relinquished, despite the
presence of a sizeable gas find.
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downstream

Unity of
working
is key to
future
Turkey’s Deputy Energy & Natural
Resources Minister Murat Mercan tells
WPC that industry and governments
need to work together to avoid social
unrest, writes Tonya Zelinsky.

I

ndustry and governments in
Eastern Europe, along with
Asia and the Middle East, need
to work together to create a
balance between the regions in
order to maximise profits and
reduce unfair pricing, World
Petroleum Congress delegates
were told.
During a special WPC session
on how to responsibly meet
increasing global energy demand,
Turkey’s Deputy Energy &
Natural Resources Minister Murat
Mercan said collaboration and cooperation are imperative.
“If there are unfair pricing
mechanisms due to political
tensions or due to non-sector
factors — which push market
prices up — then it makes
markets very imbalanced and
might eventually create social
unrest,” he told WPC delegates.
“When you look at it from the
long-term perspective and from
a broader picture, upstream,
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downstream and midstream
entities need to work together
in order to create some sort of a
social and economic value in the
whole chain.”
In Turkey, Mercan said the
“ambition and dream” is to
create Henry Hub-type pricing
out of the Ceyhan port, which
he believes will be an important
hub for European markets in the
future.
“But that takes time. Willing
it is (one thing), but getting it
there requires time and the
involvement of a lot of factors,”
he said.
Natural gas is of particular
interest to Mercan, with several
gas pipelines travelling through
Turkey.
He said rising gas demand
in countries such as China and
Japan are changing the
dynamics of the gas market, and
he does not think natural gas
demand in Europe is declining

“Either
humanity will
learn the hard
way or the
easy way.”
Murat Mercan

or is as saturated as economists
believe.
“I anticipate steady growth,”
he said. “Europe will still be
an important gas market for
our neighbouring countries.
At the same time, all these
pipeline projects are very costly
— financing is very important
and requires different economic
agents working together trying to
solve their differences and trying
to create a positive game, not a
zero-sum game.”
Perhaps more importantly, he
said, industry and government
need to work together to avoid
issues of social unrest as a result
of market monopolisation. “Either
humanity will learn the hard
way or the easy way,” he said.
“There is mutual value created for
all parties involved in the whole
value chain from downstream
to upstream. Unless we create
a positive value, this chain will
break up one way or the other.”
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downstream

ambition: The Turkish
port of Ceyhan
(and above).

Project
finance
message

O

il and gas
companies
seeking to
secure financing
for complex projects should
“hope for the best but plan
for the worst”, writes Rob
Watts.
This was the message for
executives at the World
Petroleum Congress in
Moscow.
The advice came from
Robert Storey, managing
director of Azerbaijani state
oil company Socar’s Turkish
operations, which recently
closed a major financing
deal for a refinery project in
Turkey.
“Do not ignore the
obvious,” he told delegates.
Storey was speaking
alongside members of WPC’s
UK national committee in
a session on challenges and
opportunities in global oil
and gas finance.
“On a project the size of
ours, you have to hope for
the best but plan for the
worst,” Storey said.
Socar last month signed a
$3.29 billion financing deal
with 23 banks and export
credit agencies for the
construction of the refinery,
on Turkey’s Aegean coast.
The $5.5 billion Star
refinery will supply
feedstock to petrochemicals
maker Petkim.
The plant is expected to
have an annual capacity of
10 million tonnes, 1.6 million
tonnes of which would be
naphtha, which could feed
the Petkim plant. It will also
produce diesel, jet fuel and
liquefied petroleum gas.
About $2.7 billion of the
financing has a maturity of
18 years and the remaining
$600 million has a maturity
of 15 years, Petkim added.
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Stepping
back in
time...
WPC visitors get taste of the past
in special Russian Night event at
Moscow’s Gorky Park.

I

t was a colourful night at Gorky
Park as WPC delegates from
around the world took a walk
through the pages of Russian
history during Russia Night.
Celebrating the theme in
grand eloquence, delegates put
business on hold for an evening
to enjoy a fun-filled night of
entertainment, while taking
in traditional music, food and

drink. When guests were not
drinking with new and old
acquaintances alike, they were
having their pictures taken
with look-alikes of former Soviet
leaders Vladimir Lenin, Josef
Stalin and Leonid Brezhnev.
Travelling further back into
history, the crowd was graced
with look-alikes for Tsar Nicholas
II and his wife Tsarina Alexandra.
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Bridging the
generation gap
By Youth Writing Fellows of the World Petroleum Council: Georg Oftedal (Norway),
Stephane Rousselet (France), Tamar Gomez (France) and Vijay Anne (India)

I

n a dialogue with industry
leaders during the 21st
World Petroleum Congress
in Moscow, a group of young
professionals, selected as the
WPC Youth Writing Fellows,
were given the chance to
interview some of the senior
industry representatives
attending the Congress.
During these discussions
between inspirational leaders
and the youth, several key topics
around the energy industry
were addressed — sustainability,
knowledge transfer, leadership
development and long-term
perspectives of the industry.
The interviews were led by
the following distinguished
dignitaries: HE Dr Mohammed

Bin Saleh Al-Sada, Minister of
Energy & Industry in Qatar;
Besim Sisman, President and the
Chairman of the Board (acting)
of TPAO, Chairman of WPC
Turkish National Committee
and host of the 22nd World
Petroleum Congress in Istanbul
in 2017; Hosnia H Hashim, Vice
President Operations of Kuwait
Foreign Petroleum Exploration
Corporation KSC; Narendra K
Verma, Managing Director of Oil
& Natural Gas Corporation Ltd
in India; Remi Eriksen, Group
Chief Operating Officer and
Executive Vice President at DNV
GL, Norway; Sjur E Bratland,
Managing Director of INTSOK,
Norwegian Oil & Gas Partners.
This article summarises

the key learnings from these
dialogues at the Congress. Given
the importance of the topics
addressed here, the discussion
and debate will be continued
at WPC Youth Connect, to
which we invite all young and
experienced professionals to take
part and discuss further.
Sustainability - The
masterpiece of our
generation roadmap
Sustainability is both a challenge
and an opportunity for the oil
and gas industry. As pointed out
by Sjur Bratland, the industry is
a part and parcel of the energy
sector and their futures are
deeply intertwined.
In order to achieve

sustainability and promoting it,
our societies must aim towards
higher permeability between
renewable energy and the
industry — an issue on which
the industry must send out a
message.
Furthermore, Remi
Eriksen reminded us of
the importance of defining
priorities in sustainability
targets to be reached. The term
“sustainability” in itself covers
various grounds — social,
environmental and governance.
Thus, all of these aspects are to
be covered and tackled.
Remi Eriksen encouraged
the use of a sustainability
metric within the score chart
of companies, along with Opex
21st WPC REVIEW
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ExpEriEncE:
(Top) Kuwait
Foreign Petroleum
Exploration
Corporation vice
president of
operations Hosnia
Hashim. (Below)
ONGC managing
director Narendra
Kumar Verma.

and Capex in order to ensure the
accountability of engagements.
Once these targets are defined,
the question lies in finding
an efficient modus operandi.
Transparent reporting is seen
as a crucial factor in reaching
sustainable goals within the oil
and gas industry.
In Qatar, HE Dr Al-Sada’s
ministry launched a
Sustainable Development
Industry Reporting (SDIR)
programme. Based on
transparent reporting, this
programme is focused on
enhancing sound competition
between actors through the
implementation of common
standards — encompassing
environmental, social and
economic initiatives, with
issues tackled ranging from
carbon emission reduction,
both in quantity and in
quality, and carbon dioxide
storage. Another initiative
was launched by ONGC, which
has developed a vast corporate
social responsibility programme
tackling education, gender
equality and environment.
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Carbon green buildings and
bamboo plantations were
developed, leading to the
creation of 700 MW of clean
power.
There is still room for
improvement, said Narendra
Verma, and he encouraged
initiatives to combine academic
research in the lab and
implementation in the field
efficiently.
The young generation has
the ability to think anew and
rejuvenate the industry with
innovative and sustainable
solutions. Several of the senior
industry leaders identified three
key factors that will allow the
youth to succeed in nurturing
sustainable ideas.
First and foremost, the
new generation should keep
challenging the legacy with a
constant problem-thinking/
problem-solving mindset.
Future leaders should work on
solving tomorrow’s challenges
as of today, with a constant
effort to move beyond the status
quo, think out of the box and
challenge today’s methods.

Secondly, future leaders should
apprehend the global picture,
connecting the dots, taking
into account environmental,
social and governance issues.
Finally, there is no success
without close co-operation
between all the stakeholders —
governments, companies, civil
society and academics. Building
up leadership skills, and making
use of the lessons learned by our
senior leaders.
1. Leadership as a set of
values
The first and foremost key to
leadership is nurturing an
adequate set of values. For Besim
Sisman, integrity and trust are
determining factors. Hosnia
Hashim also acknowledged the
importance of gender equality.
As such, women should take
up the challenge of working
in the industry, they should
be rewarded on par with their
performance.
Commitment, while being
focused on building capacities, is
the baseline for development for
women.

2. Future leaders
Future leaders will be
multi-disciplinary skilled
individuals. Secondly, young
professionals should focus on
developing different technical
and managerial skills. Besim
Sisman explained how the
complexity and the major
risks involved in oil and gas
activities require constant
communication between the
operational and management
teams. Narendra Verma
pointed out that originality
and creativity are talents his
company is constantly seeking
when recruiting and developing
future leaders.
Employees are encouraged to
challenge accepted universal
truths, calculate the risks and
create new opportunities. The
improvement of skills requires
a constant drive to seek new
opportunities for training.
Field experience and
international exposure are
two leadership development
levers, according to HE Dr
Al-Sada and Remi Eriksen.
Additionally, the interviewees

youth interviews
Discussions:
Qatari Minister of
Energy & Industry
Mohammad Bin
Saleh Al-Sada.

contribution: Remi Eriksen, group chief operating officer and
executive vice president at DNV GL.

agreed that enhancing the
bridge between different
generations is essential.
Besim Sisman encouraged
the younger and the older
generations to get together in
order to mix enthusiasm with
experience.
3. Life is your best
leadership pilgrimage
Finally, life experiences
come as a “plus”. Hosnia
Hashim’s experience of
returning to Kuwait after the
Iraq war in 1990, to see her
country ruined by the army
of Saddam Hussein, deserted
by expats and to witness its
scarce resources and harsh
environment, greatly
increased her innovative
thinking, strength and
commitment.
Besim Sisman wisely added
that one should always look in
the mirror of one’s experience
and evaluate oneself with
honesty and introspection —
preparing for the future requires
capitalizing on the lessons learnt
from the past.

The sky is your limit
Belonging to a transition
generation, today’s youth
act as a bridge between the
experienced seniors and the
future of the industry and
these are the messages our
industry’s leaders wished to get
through. According to HE Dr
Al-Sada, taking up a job in the
energy industry is a mission.
Energy is not a luxury — it is
a basic need for everyone. Our
industry is in need of dedicated
people with passion and
innovation.
Young people in the energy
industry will have a significant
impact on the quality of
everybody’s life. Furthermore,
young people need to uphold
high ethical standards and
communicate with honesty,
added Sjur Bratland. They can
make a difference by asking
challenging questions and
being critical. He recommended
newcomers write down their
innovative ideas and questions
in a book.
This book should become one’s
personnal encyclopedia at work,

with one’s own definitions.
Good ideas are created by people
who dare to challenge and
question themselves and their
counterparts, according to Remi
Eriksen. Young people should
be brave and confident. If they
have an idea, irrespective of how
challenging it might be, they
should always try to suggest it
to the respective research and
development department in
their company.
Besim Sisman shared his belief
that to succeed in the energy
industry, one must strive to be
honest, trustworthy, daring
and hard-working. He is looking
forward to seeing energized
youth at the 22nd World
Petroleum Congress in Istanbul
in 2017.
Summary — A few words
from the Youth Fellows
You have 86,400 seconds divided
amongst approximately 250
business days in a year. In order
to make every single second
count, you need to have a goal,
a dream and be ready to face
reality. You need to take small

steps to make it manageable.
Being afraid of failure will not
get you closer to your goals. If
you have ideas, a vision or a
solution you would like to
test or implement, do not wait
for the right timing, because it
will not come unless you
create the time and opportunity
for it. Step outside your
comfort zone, start building
networks, and start reaching
out. As we have learned in the
interviews, you may unveil
talents and abilities you were
unaware of.
The question is what do you
want to do with your time?
What drives you? You have
this unique opportunity to
contribute to the development
of a sustainable energy
industry for growing
populations. It does not
mean much if you do not take
advantage of it. Join us on
the journey forward and get
involved in shaping the energy
industry.
Moscow, Russian Federation
June 2014
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What about
the future?
Snapshots from the 21st WPC Congress Youth Programme
By Youth Writing Fellows of the World Petroleum Council: Georg Oftedal (Norway),
Stephane Rousselet (France), Tamar Gomez (France) and Vijay Anne (India)

Y

oung professionals are
the future of the oil
and gas industry and
the WPC is keen to
intergrate their views into the
forum. WPC hosts conferences
and activities, such as
mentoring circles and an online
discussion forum for young
professionals to come together
from around the globe and to
share their views.
Alongside the 21st World
Petroleum Congress, young
professionals participated in the
youth programme under the
theme “Responsibly Energizing
a Growing World: Role of the
Youth”. More than 500 students,
PhD researchers and young
professionals in the energy sector
from around the world took the
opportunity to meet global energy
leaders, attend technical tours and
social events, and benefit from
networking with peers.
Main Congress Session
A highlight of the Youth
contributions to the 21st
Congress was the youth-hosted
Main Session, titled “Youth:
Guiding the energy industry
towards a sustainable future”.
The programme was designed
by the International Youth
Committee, with content
contributions, global discussions
and surveys held before the
congress. Key topics for the highquality discussions included
environmental sustainability,
embracing change, and careers.
Panel speakers included
Moderator Tonya Brami, Rosneft/
ExxonMobil Strategic Cooperation, Misfir AzZahrani,
50
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recognItIon: The WPC Excellence Awards were distributed at WPC
for social responsibility, technological innovation and technical papers
from professionals under 35.

Saudi Aramco, Anelise Lara,
Petrobras, Vladimir Sosa, Mexico
State Government of Nuevo Leon,
and Georg Oftedal, WPC Youth
Writing Fellow Program.
WPC Excellence Awards
for Youth
The World Petroleum Council
rewarded the best young authors
at the congress with individual
prizes up to $2000. About 25%
of all authors were under 35,
highlighting that the big crew
change is taking place. The best
young authors awards went to:
1. Victoria Santos, Brazil
“Building a Bio-Perspective from
Petroleum Revenues: a Pathway
Through Bioplatforms’ Oriented
Biofineries in Rio de Janeiro
State, Brazil”
2. Sascha Follmann, Germany
“Direct Conversion of Ethane
to Propene and Butanes over
Medium Pore Zeolites”

3. Maria Morgunova, Russia
“Changing the Geopolitical Scope
Around Arctic Hydrocarbon
Resources”
Youth Lounge
Sponsored by Taftnet, the Youth
Lounge, located in the exhibition
area at the 21st WPC, was a main
gathering place for young people
to share their ideas and thoughts.
Daily presentations and discussion
sessions took place in the Youth
auditorium around three topics
— An unconventional look at the
energy future; health, safety and
environmental protection as future
generations’ crucial challenge;
and education and careers in the
energy industry: join us today.
The delegates interacted with
senior speakers, such as Heidi
Fuglum, deployment manager,
ABB, Simon Durkin, Vice President
safety, environment & social
performance, Shell, and Charlie
Williams, Executive Director of
the Center for Offshore Safety. In

Informal: the Youth Bar

addition, WPC President Renato
Bertani visited the Youth Lounge
during one of the daily discussion
sessions and inspired the young
generation to stay engaged
with the petroleum sector
going forward. In discussions
looking at the relations between
universities and petroleum
companies and the innovation
in the petroleum industry,
young professionals engaged in
meaningful dialogue with senior
leaders. Among the speakers
were Prof Anatoly Zolotukhin,

youth review
CompaRing
views: WPC
Youth Meeting
discussing the
youth strategy.

welCome: Young professionals with WPC President Renato Bertani, being honoured for his support of youth.

Round table engagement: Panel in the youth congress session.

Counselor, International Affairs,
Gubkin Oil & Gas University; Dr.
Tatyana Mitrova, head of oil &
gas department, Energy Research
Institute Russian Academy of
Science; Mauricio Figueiredo,
Director, IBP, Brazilian
Petroleum, Gas & Biofuels;
S. Jeykrishnan, Executive
Director, Hindustan Petroleum
Corporation; and consultant
Anastasia Medvedeva and senior
consultant Ivan Daschenko, both
from the Strategy & Operations
group of Deloitte CIS.

Youth technical tours
& visit to petroleum
companies in Moscow
More than 70 young participants
joined our youth technical
tours, which included visits to
the stands of major petroleum
companies for presentations
by company experts and for
networking opportunities.
Repsol, Petrobras, Schlumberger,
Deloitte, Total and the Iranian
Ministry of Energy participated
and opened their stands.
In addition, around 10

participants visited the Moscow
headquarters and research
centres of Schlumberger and
Weatherford.
Youth Party
Networking is an important
benefit of the congress and what
better way to bond than an
unforgettable party. Sponsored
by Schlumberger, the youth party
took place in a Russian fairytale
wonderland, the Izmailovo
Kremlin. Delegates enjoyed a
great opportunity to become

familiar with Russian history,
culture, cuisine and hospitality.
The WPC Youth Committee
would like to thank all speakers
and companies for their support.
On behalf of the WPC Youth
Committee — Katharina
Gruenberg, Committee Chair,
Bridget Brett, Committee Vice
Chair, and Anna Illarionova,
Youth Programme Director.
• For more information on the
WPC Youth activities, mail
youth@world-petroleum.org
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Man who put
Qatar in tune
Abdullah Al-Attiyah played a key role in transforming his country from
a backwater state with modest oil revenues to a global energy powerhouse,
writes Nassir Shirkhani.

I

t would be no exaggeration to
suggest that Abdullah
Al-Attiyah, winner of the WPC
2014 Dewhurst Award, played
a key role in turning the tiny
Persian Gulf state of Qatar into
one of the richest countries in the
world.
Qatar was once a backwater
state relying on modest oil
revenues. A rapid transformation
of its economic fortunes began in
1992, when the gregarious Attiyah
became oil minister.
It was a period of economic
hardship for Qatar, then suffering
from a collapse in the oil market.
Attiyah soon realised the
importance of the country’s
abundant natural gas reserves as
the saviour of the economy and
a catalyst to propelling Qatar to a
lofty position on the global energy

scene. He first faced opposition
from Qatar’s then ruler Sheikh
Khalifa bin Hamad Al-Thani,
whose conservative leadership
was a deterrent to implementing
mega-projects requiring billions
of dollars of investment.
Attiyah’s efforts soon received
a boost when Sheikh Hamad bin
Khalifa Al-Thani overthrew his
father in a bloodless coup in 1995.
Sheikh Hamad and Attiyah were
close relatives and childhood
friends.
Attiyah was given a free rein
to oversee the transformation of
Qatar’s energy sector.
The new leadership embarked
on a massive investment
programme aimed at making
Qatar the world’s leading supplier
of liquefied natural gas.
Attiyah relishes the limelight
and never misses an opportunity
to appear before
television
crews.

While serving as oil minister,
he often used Opec meetings in
Vienna to ensure widespread
primetime TV coverage to
promote Qatar.
“I was appointed oil minister
in 1992. At that time, Qatar was
only producing 360,000 barrels
per day and zero LNG,’’ Attiyah
says.
“We had huge gas reserves, but
we didn’t know how to market
it or how to create trust with
customers.
“We had to create a market
where people trusted us. We
finally succeeded in signing the
first contract with Japan, and
even at that time there were
concerns from other experts and
analysts saying that there was
no future for Qatar in the energy
market.”
Qatar sent its first LNG cargo
to Japan in 1997. It then went on
to sign further contracts with
South Korea, Taiwan and with
European countries.
Attiyah brought in leading
international oil companies
including ExxonMobil, Shell,
ConocoPhillips and Total to help
speed up LNG development.
During the next 15
years, Attiyah oversaw the
construction of a string of
mega-LNG trains in the Ras
Laffan Industrial City, near
the giant North Field — the
world’s largest offshore gas
reservoir.
Today, the country’s
plants are capable of

producing a combined 77 million
tpa, making Qatar the largest
LNG producer in the world.
Proceeds from gas exports
have given Qatar the highest per
capita gross domestic product in
the world — 29% higher than its
nearest rival, Luxembourg.
Attiyah also made Qatar the
undisputed global capital of
gas-to-liquids. Shell’s Pearl
GTL project alone is producing
140,000 bpd.
Moreover, Qatar is producing
900,000 bpd of condensate and
730,000 bpd of crude. With an
indigenous population of only
about 280,000 in a national
population of 2.1 million —
made up overwhelmingly of
expatriates — Qatar has massive
excess income. It is using this
to invest in landmark projects
around the globe to ensure
steady income when its oil and
gas reserves run out.
Attiyah stepped down as
energy minister in 2011. Qatar
has yet to start another large
upstream gas project since his
departure, as it has imposed a
moratorium to gauge the impact
of all the mega-LNG and GTL
projects on the North Field.
After stepping down as
energy minister, Attiyah
first moved to run the Emir’s
court, which acts as a Cabinet
office, and subsequently took
the reins of a state watchdog
— the Administrative Control
& Transparency Authority —
dedicated to fighting corruption.
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WPC: DeWhurst aWarD

Outstanding
cOntributiOn:
WPC president
Renato Bertani (far
left) presents former
Qatar energy minister
Abdullah Al-Attiyah
with the Dewhurst
Award at WPC 2014
in Moscow.

An award for
industry legend
Former Qatari energy minister Abdullah Al-Attiyah was presented
with the presitigious Dewhurst Award, and he told the WPC audience
sustainability is key to the world’s future well-being.

L

egendary former Qatari
energy minister Abdullah
Al-Attiyah received the
prestigious Dewhurst
Award at the 21st World Petroleum
Congress in Moscow for his
outstanding achievements.
WPC president Renato Bertani
said the award was bestowed
on Attiyah “in recognition
of his lifetime outstanding
contributions to the petroleum
industry”.
“The recipients of these awards
have demonstrated unusually
high standards of excellence
that benefited all industry
stakeholders,” Bertani added.
Attiyah joins eight other
personalities who have received
the Dewhurst Award, which is
offered every three years. The
Qatari official also received an
54
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elaborately decorated Russianmade Samovar as part of the
award.
Attiyah explained how Qatar
had progressed from a small oil
producer in the Persian Gulf over
the past 40 years to become the
world’s largest liquefied natural
gas exporter.
The country had managed
to form alliances with the
world’s leading international oil
companies by creating integrated
energy projects encompassing
markets from the wellhead to
exports.
The success had largely been
built on gas, even though Qatar
and its partners had originally
ignored its importance. Attiyah
explained how supermajor Shell,
which discovered the giant
offshore North Field in 1971, had

abandoned an estimated 1000
trillion cubic feet of gas reserves
at the field as it saw no value in
them.
“They cancelled their
production sharing agreement
with the government,” he said.
The gas reserves remained
dormant until 1992, when Attiyah
took over as energy minister.
He soon began efforts to tap
the field by courting major
international investors.
His efforts paid off in the early
1990s when Exxon and several
Japanese utility companies joined
Qatar to build the country’s first
liquefied natural gas plant. The
first LNG cargo sailed to Japan in
1997.
That success lured other
international players, including
Shell, Total and Chevron to Qatar.

The country has since built a
string of LNG facilities with a
combined output of 77 million
tonnes per annum, making
Qatar the world’s premier LNG
exporter.
Qatar is also the global leader in
the production of gas-to-liquids,
with production of 175,000 barrels
per day.
Attiyah said industry must now
turn its focus to renewables, as the
increasing use of hydrocarbons
poses an environmental danger to
the world.
He said the planet could not
cope with rising demand for fossil
fuels if consumption in poor
countries matched that of the
developed world.
Sustainable and affordable
energy is key to future well-being,
he said.

1500
Number of companies
represented

Photos: WPC/Bloomberg/Kaia Means/Upstream

Photo: Kaia Means/Upstream

21st WPC
statistics

Total number of visitors: 16,788
Number of exhibiting
companies: 542
Number of exhibitors: 4947
Number of exhibiting
countries: 61
Volunteers: 544

Total Number of Delegates: 4885
Speakers and Presenters: 692

Accompanying persons: 244
Number of countries
represented: 119

Size of World Petroleum Exhibition:

50,000 m2

10,198
Media representatives: 1146

Total Number of
registered attendees,
Including registered
delegates and exhibitors
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Closing ceremony
T

he world of oil and gas will
converge on Turkey in 2017 when
the World Petroleum Council
hosts the 22nd World Petroleum
Congress in Istanbul.
Leaders from the Russian national
committee handed over the baton to Turkish
delegates at the closing ceremony of the

four-day event held at Moscow’s Crocus
Expo.
Turkish Energy Minister Taner Yildiz
was on hand, along with Russian Energy
Minister Aleksandr Novak.
Also marking the ceremony was the
introduction of incoming WPC president
Jozsef Toth. The Turkish national

committee’s theme of Oilympics (Oil Games)
and candidacy presentation played a big
part in selecting Istanbul as the host city in
2017.
It was estimated more than 7000 delegates,
500 chief executives and 50 countries’
presidents or ministries will attend the
prestigious event in 2017.

handover: Russian Energy Minister Aleksandr Novak (left) and Turkish Energy Minister Taner
Yildiz.

istanbul preview
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Bridges to our
energy future
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T

he world is experiencing a global
shift with dramatic political,
economic and industrial changes,
increases in population and volatile
pricing that will have a long-term impact
on energy requirements and the global
petroleum sector.
Demand for conventional and
unconventional oil and gas continues to rise
and remains critical to the changing energy
mix, which includes a significant growth of
renewable energy.
The industry will need to co-operate with
all stakeholders, including government,
industry, academia and society to build the
bridges to a sustainable energy future for all.
Partnerships, technical innovations, human
ingenuity and strong leadership will form
the foundations, supported by global policies
for energy efficiency, low carbon solutions,
infrastructure development and continuing
investment in order to supply energy for our
future in a reliable, secure, affordable and
responsible manner.
The 22nd World Petroleum Congress
will provide the platform for open
dialogue to build bridges between
consumers and producers,

ForumS
BLoCK 1: Exploration and Production of
Oil and Gas
BLoCK 2: Refining, Petrochemicals,
Transportation and Marketing
BLoCK 3: Natural Gas Processing,
Transporation and Markets
BLoCK 4: Sustainable Management of
the Industry

governments and industry, academia and
financiers, leaders and society, in order to
address these issues and present debates,
developments and solutions for sustainable
production and use of the world’s energy
resources.
The 18 expert members of the
international congress programme
committee have already begun their work
under the leadership of their Chair, Mr Tor
Fjaeran, and started to prepare the outline
and the topics for the 22nd World Petroleum
Congress in Istanbul in July 2017.
High-level plenaries and ministerial
sessions will be complemented by chief
executive panels on strategic issues and the
presentation of the results from WPC expert

workshops organised in the run up to the
event.
An extensive technical programme of
forums with technical case studies, posters
and best practice presentations, together
with interactive round table discussions, will
address the four main blocks of the congress.
We look forward to welcoming you
to Istanbul in 2017 for the 22nd World
Petroleum Congress.

SeSSionS
The sessions will answer some of the key
issues shaping the industry in the coming
years:
What are the biggest risks in exploration
and how can they be managed?
How can the industry survive and
continue to develop during periods of oil
price volatility?
Unconventional Hydrocarbon
Management — North American
Phenomena or Global Opportunity?
What is the future for the downstream
industry?
Will natural gas be the key factor in the
energy mix evolution?
What can we learn from other industries?

Where east meets west:
The Ataturk bridge and the
Ortakoy mosque in Istanbul.
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Turkey
reaping
energy
rewards
T

he global oil and gas
industry experienced
dramatic changes
during a six-month
period that started shortly after
the closure of the 21st World
Petroleum Congress in Moscow
in June 2014.
By the end of 2014, oil prices
had fallen by about 50%, sparking
a decisive reaction from the
industry as oil companies and
contractors moved swiftly to
reshape their portfolios and
increase efficiency.
Declining oil prices also
affected government policies.
Many expected Opec to take
action by reducing output,
but the organisation chose
instead to maintain its
production quotas.
This left oil markets in
relative turmoil for a period,
and raised another important
question — what impact will
significantly lower oil prices
have on the respective budgets
of oil exporting countries and oil
importing countries?
Natural gas markets have faced
a more complex question in the
recent years — what is the most
appropriate pricing mechanism
that satisfies both gas
consuming and gas producing
countries? Considering the
differing dynamics of each
60 21st WPC REVIEW

region, there is no simple
answer. Rising production
of natural gas has created a
paradigm shift, but though
all affected parties are
discussing long-term pricing,
there is no consensus on this
issue so far.
Position of Turkey in the
energy market
Turkey’s primary aim is to
contribute to the establishment
of peace, reconciliation and
stability, an environment of
confidence and good neighbourly
relations. Therefore, Turkey’s
energy policy attaches great
importance to planning
and financing the required
infrastructure for pipelines to
transfer the region’s natural
resources to international
markets in co-ordination with
neighbours and the international
community. With a rapidly
growing economy, Turkey’s
energy demand is increasing
dramatically.
According to the US Energy
Information Administration,
energy demand in Turkey will
continue to grow at an annual
rate of around 4.5% from 2015 to
2030, roughly a two-fold increase
over the next decade.
Turkey’s burning ambition
to be among the top 10 global

economies by 2023 necessitates
meeting the country’s craving
for energy. The country’s
extreme vulnerability to
external sources and inadequate
domestic hydrocarbon resources
make it imperative for Turkish
companies to seek overseas
investment opportunities.
Located at the crossroads
between European countries
with high import dependency
to the west and, to the east,
resource-rich regions such as
the Middle East, the Caspian
Sea and Central Asia, Turkey
is strategically positioned for
the transportation of oil and
gas between producers and
consumers.
A reliable and stable country
on the Eurasia energy axis,
Turkey has used its geostrategic
advantage to help bring to life
major pipeline projects, such
as BTC (Baku-Tbilisi-Ceyhan oil
pipeline), SCP (South Casucasus
Pipeline, also known as the
Baku-Tbilisi-Erzurum natural
gas pipeline) and the Iraq-Turkey
oil pipeline. More recently,

Turkey’s strategic advantage
in energy markets has been
highlighted by the ambitious
plans to build two more major
pipelines — TANAP (TransAnatolian natural gas pipeline)
and Turkish Stream — aimed at
transporting Azeri and Russian
gas through Turkey to Europe.
Project agreement on TANAP
was signed by the Azeri and
Turkish governments in 2012.
The project is planned to have
a gas transport capacity of 16
billion cubic metres, with 6 Bcm
earmarked to meet demand in
Turkey and 10 Bcm destined for
Europe. Pipeline construction
work began in March 2015 and
the pipeline is expected to
become operational in 2018.
Azeri gas flowing through
TANAP will be distributed across
Europe via the Trans-Adriatic
Pipeline (TAP) through Greece,
Albania and Italy. TANAP will
be the first pipeline project to
transport Eurasian gas to the
European Union via Turkey.
In recent years, EU energy
markets have been in profound
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Hub loCatIon: workers on two different sections of the
Iraq-Turkey pipeline.

transition. The EU decided to split
the midstream and downstream
segments of the natural gas
market and to create a market
based on gas-to-gas competition.
Within this framework, the
pricing methodology of natural
gas has been shifting gradually
from long-term contracts to hub
pricing.
The capacity of TANAP is
planned to increase in the
coming years and this expansion
can help to support the desired
transition of the gas market.
Towards the end of 2014,
Russia suspended the South
Stream pipeline project and
came up with a new one instead
— Turkish Stream. The fourline project is planned to cross
through Turkey to the GreeceTurkey border, transporting
around 64 Bcm of natural gas
per year. The first of the four
pipelines, with an annual
capacity of 16 Bcm and scheduled
to come into operation in 2016,
is aimed solely to meet Turkish
demand. Turkish Stream’s other
48 Bcm of gas per annum will be

transported to the Greece-Turkey
border through three lines.
The TANAP and Turkish
Stream projects are expected
to satisfy a considerable share
of Turkey’s rising demand for
natural gas. The projects will
contribute to Turkey’s target of
becoming an energy hub and to
increase security of supply for
both the EU and Turkey.
Transportation and
distribution of energy sources
to the market are now equally
important as oil production.
Therefore, these pipeline projects
will both strengthen Turkey in
its EU accession negotiations and
help the bloc achieve its goals on
the improvement of competitive
capacity of the EU countries and
on securing power supply for
sustainable development.
Besides being a natural transit
country between the supplyrich east and demand-rich west,
Turkey is itself also a demandrich country, consuming 0.8%
of global oil supply and 1.4% of
global gas supply in 2013. The
primary energy demand of

Turkey was 120 million tonnes
of oil equivalent in 2014, almost
60% of which was comprised
of natural gas and oil. Turkey
imported some 73% of its primary
energy supply in 2013. Import
dependency on oil and gas is
even higher, at 90% and 98%,
respectively.
According to projections, the
share of oil in Turkey’s energy
mix will remain unchanged in
the coming years, whereas the
share of natural gas in 2023 is
expected to decrease. This is
in contrast to projections that
gas consumption will grow
fastest among OECD countries in
Europe.
Global energy industry to
meet in Istanbul for the
22nd WPC, 9-13 July 2017
In a changing world with a
robust energy sector, Turkey
has been acting as a bridge
between countries with
different perspectives and needs.
Turkey’s critical role in new
international energy projects
and its geostrategic advantage

have made the country a
shining star in the global energy
arena. Turkey has recently
begun reaping the reward of its
audacious moves in the energy
field. Istanbul and Anatolia have
hosted many different cultures
over the centuries, and have
been a melting pot of cultures
and a synthesis in the history of
civilisations.
The world has been going
through a very important
transformation in recent years,
which gives Istanbul a great
opportunity to harmonise
different interests and
approaches.
The 22nd World Petroleum
Congress will provide a great
platform to discuss and agree
on new approaches that will
benefit the global energy
industry. Within the vibrant
atmosphere created by this
fascinating city, the congress
will welcome government
ministers, chief executives,
managers and many
representatives of the
industry.
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stanbul is the only city in the world built
on two continents, with its commercial
and historical centre lying on the
European side and about a third of its
population living on the Asian side. Its fate
has been determined by its vital strategic
location and enchanting natural beauty. It
has long been coveted by powerful empires,
and served as the capital, first to the
Byzantine and then the Ottoman empires.
Istanbul stretches along the two shores of
the Bosphorus that links the Sea of Marmara
in the South with the Black Sea in the North.
It is Turkey’s largest city with a population of
approximately 14 million.
Considered a global city, Istanbul is
one of the fastest-growing metropolitan
economies in the world. In Turkey, the
largest companies and banks, the main
national newspapers, television networks
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and advertising agencies all have their
headquarters in this city.
Istanbul serves as the capital of art and
culture, with a rich tradition in opera and
ballet, theatres performing Turkish and
foreign plays, concerts, art exhibitions,
festivals, auctions, conferences and of course
unique museums. The city also boasts the
country’s largest and finest universities.
As an imperial capital for 1500 years, Istanbul
has acquired a highly original personality.
At every turn in the city you are faced with
Roman, Byzantine and Ottoman palaces,
mosques, churches, monasteries, monuments,
cisterns, walls and ruins. Yet Istanbul is not
a city living only in the past. It is a vibrant,
modern and future-oriented metropolis.
Bazaars and ultramodern supermarkets
and department stores, street vendors and
stock-brokers, old crumbling buildings and

skyscrapers, horse-drawn carts and sumptuous
limousines coexist, and this amalgam gives
the city a multi-faceted outlook and flavor.
Istanbul is like an intricately woven carpet, a
subtle blend of eastern and western cultures.
Among the numerous fantastic historical
and cultural must-see attractions:
• Basilica Cistern – the city’s most
unexpectedly romantic attraction
• Aya Sofya – a famous church-turnedmosque-turned museum
• Topkapı Palace – a fascinating home to
generations of sultans and their wives
• Blue Mosque – early 17th-century with six
minarets
• Dolmabahce Palace – home to latest
Ottoman Empires
• Galata Tower – birds-eye view of the city.
The seven hillsides of the Old City are
crowned with a collection of imperial palaces

introduction to istanbul

Practical information
Istanbul is at GMT +2 hours zone
Turkey uses 220 V, 50 Hz electrical system
Weekdays are Monday to Friday, banking hours are from 09.00
to 17.00
All major currencies can be converted to Turkish lira at banks
and exchange offices.
official holidays: 1 January - New Year’s Day, 23 April Children’s Day, 19 May - Youth Day, 30 August - Independence
Day, 29 October - Republic Day
religious holidays: There are two long religious holidays Ramadan and Eid - the dates of which change according to the
Islamic calendar.

and mosques that provide an aesthetic
beauty unlike any other. With their delicate
turrets, unique domes and curvaceous outer
casings, they dominate the city’s skyline
and offer charming backgrounds for diners
at patio dining establishments around
Eminonu and Beyoglu.
In the city, the bazaar area is very vibrant.
While Kanyon is the center for sophisticated
shoppers on the opposite side of the Golden
Horn, it is also possible to stroll via the
hidden Ottoman hans (caravanserais) and get
lost in the shopping mazes, where the smell
of cinnamon and clove gets very strong as
you approach the historical Spice Bazaar.
Connected by two massive bridges, and
with a third under construction, hundreds of
thousands of travellers cross the Bosphorus
every day. An outing on one of Istanbul’s
popular public ferries can set the scene for a

remarkable day trip, sharing the staits with
large tankers and container ships making
their way between the Sea of Marmara and
the Black Sea. Visitors should never leave the
city without experiencing a Bosphorous trip.
The Museum of Contemporary Art in
Levent, closely adhered to by Istanbul
Modern Museum in Tophane and the Pera
Museum in Beyoglu, mark the cultural
developments in the city, where visitors
can see world-class exhibitions in gorgeous
surroundings, complete with trendy gift
stores and quality cafes.
Turkey’s national cuisine has evolved
over the centuries and is treated more
reverently than any museum collection in the
country. The meze (starters) will certainly be
straightforward, the kebabs austere, the tossed
salads unstructured and the seafood unsauced.
Istanbul’s superclubs are famous for their

spectacular Bosphorus views — as well as for
their lofty bar prices.
The strip between Ortakoy and Kurucesme
hosts a large number of clubs where
guests experience luxe surrounds, fantastic
meals, drinks and a passing parade of models
on the make, one-hit celebrities and local
lasses pressed in to diamante-decorated
pants.
The city presents a wide variety of culture,
history, nature, taste and fun, creating
memories to last a lifetime.
One practical note to bear in mind is that
visitors from most countries do not need a
visa to visit Turkey. For those travelling from
countries that do require a visa, a simple
online visa sytem is available and takes only
minutes to complete.
Come and join us in Istanbul, and enjoy
the magic!
21st WPC REVIEW
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preparations:
WPC President
Jozsef Toth.

En route to Istanbul
B

ack in 1971, I attended
my first World
Petroleum Congress
when it was held in
Moscow. Last year we returned
to Russia for the 21st WPC, and a
lot had changed.
With more than 55,000 square
metres of exhibition space, 5000
attendees and more than 500
chief executives, presidents and
government ministers attending,
the 21st World Petroleum Congress
was the largest global oil and gas
event held in 2014.
From the 15th to the 19th of June
last year, Moscow became the
world’s oil and gas capital. Often
called “the Olympics of the oil
and gas industry”, the Congress
provided excellent opportunities
for networking and building
international co-operation and a
unique chance to learn about the
latest scientific and technological
advances in the global oil and gas
industry.
Together with the World
Petroleum Exhibition, the largest
oil and gas exhibition ever to take
place in Russia, the 21st World
Petroleum Congress brought
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together industry leaders and
decision-makers from around the
world.
The growing interest in Russia’s
oil and gas industry was an
important factor in attracting over
500 exhibitors from more than 80
countries. More than 3000 global
operators, contractors, suppliers
and services outfits presented their
companies and strategic operations
in front of over 20,000 visitors.
This huge event was
organised by the Russian
National Committee of the
World Petroleum Council under
the leadership of the Russian
Federation.
Russia’s Deputy Prime
Minister, Arkady Dvorkovich,
was appointed as chairman of
the Russian 21st WPC Organising
Committee, which included
the heads of the largest Russian
oil companies and banks, as
well as representatives of the
federal government and the
leading scientists of the Russian
Academy of Sciences.
The theme for the 21st World
Petroleum Congress in Moscow
was Responsibly Energising

a Growing World. It could not
have been a more appropriate
guideline to this event.
The Congress addressed this
ambitious goal by debating all
aspects of energy supply and
energy use.
Under the leadership of our
president in the previous cycle,
Dr Renato Bertani, and the chair
of the Congress Programme
Committee, Mr Tor Fjaeran,
680 presenters from over 80
countries had been selected to
address the wide range of issues
to be discussed.
The technical programme
covered the whole spectrum of
the oil and gas sector, including
upstream, downstream, gas,
sustainable management of the
industry and the Arctic.
High-level plenary and nearly
100 Congress sessions provided
expert views and knowledge
about the latest development in
the industry.
Ministers from countries such
as Algeria, Angola, Colombia,
Cuba, India, Iran, Kazakhstan,
Nigeria, Qatar, Pakistan, Serbia,
Turkey, the United Arab Emirates,

Venezuela and Vietnam came to
address the Congress and were
welcomed by Russia’s Minister of
Energy, Alexander Novak.
One of the most impressive
sights at the event were the
hundreds of enthusiastic
young volunteers from Russian
universities and the WPC
National Committees from around
the world who represented a
promising face for our future.
After the huge success of the
21st World Petroleum Congress in
Moscow, we have now started the
process of preparing for the next
one. Between 9th and 13th July
2017 we will be convening again
in Istanbul for the 22nd World
Petroleum Congress, the first one
to be hosted by Turkey.
With the selected theme of
Bridges to our Energy Future we
are sure this will lead us to another
world-class event. I hope you have
enjoyed this review of the 21st
World Petroleum Congress and we
look forward to seeing you all in
Istanbul in 2017!
Dr Jozsef Toth
WPC President
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A letter from WPC President
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A wise
investment
Give yourself an advantage.
Give yourself Upstream.
What does a subscription to Upstream give you?
It ties you in to the industry networks of 30 experienced reporters in
important energy hubs around the globe. It gives you exclusive and
comprehensive oil & gas news, every week in Upstream’s newspaper and
around the clock at UpstreamOnline.com. You get unlimited access to our
archive and the Upstream App, and you get the sleek bimonthly magazine
Upstream Technology. Finally, you get peace of mind, knowing that you
have tapped into the best source of industry news in the business.
Make your investment today.
Just go to www.upstreamonline.com/subscribe
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