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LNG markets

UK sUpermajor Bp has signed a  
$20 billion liquefied natural gas 
sale and purchase deal with China 
National offshore oil Corporation 
(CNooC), China’s top offshore op
erator and LNG projects developer.

The heads of agreement, which 
is expected to become a firm con
tract in the middle of the year, is 
part of the latest campaign for 
Chinese national oil companies to 
seek more energy supplies from 
the international market to keep 
China’s economic engine run
ning.

senior CNooC executives, in
cluding chairman Wang Yiling 
and Lou Weizhong, president of 
CNooC’s LNG arm CNooC Gas and 
power, were part of a Chinese del
egation to visit the UK this week, 
led by premier Li Keqiang.

Bp chief executive Bob Dudley 
confirmed the deal during a press 
conference at the World petrol

eum Congress in moscow on Tues
day, saying the LNG is to come 
from “one of the company’s 
plants”.

Bp said the deal is for up to  
1.5 million tonnes per annum of 
LNG, starting in 2019. 

The deal was signed in the pres
ence of Li and UK prime minister 
David Cameron.

Bp’s LNG supply will most likely 

head to a terminal operated by 
CNooC in shenzhen city of south
ern China’s Guangdong province, 
where Bp has already owned a 30% 
stake — second only to CNooC 
with 33%.

Dapeng facilities are now ex
panding to phase II by adding a 
fourth tank with annual capacity 
of 160,000 cubic metres. When 
completed in july next year, the 
Dapeng terminal in shenzhen 
will be able to handle 12 million 
tonnes of LNG imports per an
num.

CNooC last year imported 13 
million tonnes of LNG, represent
ing 72% of 18 million tonnes China 
imported in the same year. Chi
na’s gas demand is expected to 
grow to 420 billion cubic metres 
per annum by 2020, much of 
which will be covered by LNG im
ports.

Li’s visit this week also saw 

CNooC sign a memorandum of 
understanding with angloDutch 
giant shell for a global energy  
alliance.

as a production sharing partner 
with CNooC, shell is one of few 
foreign companies with firm 
plans to drill wells in the south 
China sea this year. It has slotted 
a window in october to drill one 
well at one of three Chinese blocks 
it holds in the Yinggehai basin in 
the shallowwater portion of the 
south China sea.

shell won the licences from 
CNooC to explore Block 62/02 and 
Block 62/17 via its China upstream 
division shell China exploration 
& production Company in 2012.

In addition to blocks 62/02 and 
62/17 south and west of Hainan 
Island, shell is also in a produc
tion sharing contract with CNooC 
covering Block 35/10 in the same 
basin west of Hainan Island.

Milestone: BP chief executive Bob Dudley  Photo: kaIa meaNs

BP signs long-term 
LNG deal with CNOOC
Sale and purchase agreement worth $20 billion witnessed by Chinese 
Premier Li Keqiang and UK Prime Minister David Cameron

Bp Does not see a change in 
the status quo to its stake in 
russia’s rosneft amid ongoing 
tensions regarding Ukraine, its 
chief executive said in moscow 
on Tuesday, write Kathrine 
Schmidt and Noah Brenner. 

“I am not concerned about 
our 19.75% investment in  
rosneft,” Bp chief executive 
Bob Dudley told reporters at a 
news conference after his 
speech at the World petroleum 
Congress.

“There is no indication to me 
that (recent events) will change 
the relationship I have with 
the rosneft board.”

Dudley also said he had not 
come under government pres
sure for Bp to change the na
ture of its involvement.

The Us has imposed travel 
bans and asset freezes on some 
russian officials following ten
sions in Crimea.

“No one has spoken to me 
about it, and it’s really not 
something to speculate on,” he 
added.

The UK supermajor is also 
contending with new concerns 
in Iraq, where Islamic mili
tants have routed Baghdad’s 
army and seized the north  
of the country in the past 
week.

“These are terrible events 
that have occurred and they 
will have farreaching, wide
ranging implications for the 
region,” Dudley said.

However, “the implications 
for oil production at the  
moment appear limited,” he 
added.

production impacts have 
been limited with the excep
tion of certain fields near 
Kirkuk where pipelines have 
been closed off leaving fields 
without an outlet, Dudley  
said.

Iraq is currently producing 
about 3.4 million barrels of oil 
per day, giving it the second
largest production of any opec 
nation.

Bp operates the massive  
rumaila field, which pumps 
more than onethird of Iraq’s 
total output.

militants associated with 
the Islamic state in Iraq and 
the Levant (IsIs) continue to 
push south toward Baghdad 
but Dudley was doubtful the 
offensive could maintain its 
momentum long enough to 
take over Iraq’s main oil 
producing fields around  
Basra.

“I don’t believe this kind of 
difficulty and instability will 
spread all the way to the far 
south of Iraq,” he said.

Dudley also said that his 
company “looked forward” to 
bringing its compensation 
claims agreement for the 2010 
macondo spill to the Us  
supreme Court.

Bp has backpedalled on a 
previously agreedto compen
sation agreement after it un
earthed what it described as 
widespread fraud.

Rosneft 
stake still 
secure

XU YIHE and 
NOAH BRENNER
Moscow
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21st WORLD PETROLEUM CONGRESS
PROGRAMME WEDNESDAY 18 JUNE 2014

Technical Programme

 

Special Sessions

Block 1. Exploration and 
Production of Oil and Natural Gas

Block 2. Refining, Transportation 
and Petrochemistry

Block 3. Natrual Gas Processing, 
Transportation and Marketing

Block 4. Sustainable Managment 
of the Industry

SP14 –Emergency preparedness 
and industry cooperation
16.00-17.30 (Block 2)

Session Chair:   

Keynote Speakers: 
Leif Joar Kvamme, CEO, NOFO 
(Norwegian Clean Seas Association for 
Operating Companies), Norway

Peter Taylor, Manager, Oil Spill 
Preparedness Regional Initiative for the 
Caspian Sea, Black Sea and Central 
Eurasia, UK 

Alexey Taycher, President, SG-Trans, 
Russia 

SP15 – Regulatory Agencies - 
Best practices and case studies 
around the world
16.00-17.30 (Block 3)

Session Chair: 
Dr. Jozsef Toth, Senior Vice President, 
WPC 

Keynote Speakers: 
Magda Chambriard, Director General, 
Agência Nacional de Petróleo, Gás 
Natural e Biocombustiveis, Brazil 

Lindiwe Mekwe, Acting CEO, Petroleum 
Agency, South Africa

Keynote Speakers: 
Suleiman Jasir Al-Herbish, Director 
General, the OPEC Fund for International 
Development (OFID) 
Brady Murphy, Senior Vice President, 
Business Development & Marketing, 
Global BD, Halliburton, USA 
Jose Francisco Arata, President, Pacific 
Rubiales, Colombia
Isabel Chuvambe Chileshe, Project and 
Development Manager, National 
Petroleum Institute of Mozambique

SP12 –Special Russian Business 
Dialogue “Russia and the Arab 
World: Cooperation in the Oil & 
Gas Sector”
14.15-15.45 (Room 6)

Session Chair: 
Vladimir Evtushenkov, JSFC SISTEMA, 
Chairman of the Russian-Arab Business 
Council 

Moderator: 
Dr. Artyom Kapshuk, News Anchor, RT 
Arabic TV Channel 

SP13 – Youth: shaping the legacy 
for a sustainable energy future
16.00-17.30 (PL-Hall)

An initiative by the WPC Youth 
Committee

SP09 – Ministerial RT on the 
theme of “Responsibly Energising 
a Growing World”
12.00-13.00 (PL-Hall)

Session Chair: 
Jozsef Toth, Incoming President World 
Petroleum Council, Hungary 

Keynote Speakers: 
Murat Mercan, Deputy Minister for 
Energy and Natural Resources, Turkey 

SP10 –IEA Presentation of 2014 
Medium-Term Oil Market Report 
(MTOMR)
12.00-13.00 (Room 6)

Keynote Presenter: 
Keisuke Sadamori, Director, Energy 
Markets and Security 

Presenter: 
Antoine Hal , Head Oil Industry & 
Markets Division, IEA 

SP11 –Social Responsibility in the 
oil and gas industry: Earning a 
Social License to Operate
14.15-15.45 (PL-Hall)

Session Chair: 
Dr. Randy Gossen, Past President, WPC, 
and Member of the Board, Bashneft, 
Canada 

Bente Nyland, Director General, 
Norwegian Petroleum Directorate, 
Norway 

Javier Betancourt Valle, President, 
Agencia Nacional de Hidrocarburos, 
Colombia 

SP16 – WPC-IGU Gas Forum: The 
role of LNG in an unconventional 
world
16.00-17.30 (Room 6)

Session Chair: 
Adi Karev, Global Head Oil & Gas and 
Managing Partner (AP/China) Energy & 
resources, Deloitte Touche Tohmatsu, 
Hong Kong 

Keynote Speakers: 
Jerome Ferrier, President, IGU

HE Mohamed Hussein Adeli, Secretary 
General, GECF 

HE Kevin Ramnarine, Minister of Energy 
and Energy A�airs, Trinidad and Tobago
 

F06 – Challenges in complex 
geological environments
14:15 – 15:45

Chair:
Dr. Jason Canning, Head of Geology, BG 
Group plc, United Kingdom,

Mr. Rafael Tenreyro-Perez, Exploration 
Manager, Cubapetroleo, Cuba,
Mr. Hossein Roshandel, Managing 
Director, Dana Oil and Gas Company, 
Iran

F07 – Advanced drilling and production 
technologies
16:00 – 17:30 (Block 1)

Chair:
Mr. Henk Vasmel, Vice President Wells 
and Facilities Engineering, Innovation 
and R&D, Shell, Netherlands

Vice Chairs:
Prof. Yijin ZENG, Vice President, SINOPEC 
Research Institute of Petroleum 
Engineering, China

Mr. Nicolás Gerardo, Drilling Coordinator, 
REPSOL, Spain

RT02 – What do we need for new 
geographic frontiers?
12:00 – 13:00 (Block 1)

Moderator:
Mr. Miguel Moyano, Sustainability 
Director, ARPEL, Uruguay

Mr. Jay Pryor, Vice President, Business 
Development, Chevron Corporation, 
United States,

Mr. David Martin, Executive Vice 
President HSE and Social Performance, 
Shell Upstream International, 
Netherlands

Mr. Sandra Martinez, Corporate HSE 
and Community Relations Manager, 
Pluspetrol SA, Argentina,

Dr. Sun Xiansheng, President, CNPC 
Economics & Technology Research 
Institute, China

F12 – Oil and products pipeline 
transportation and storage
14:15 – 15:45 (Block 2)

Chair:
Mr. Bela KELEMEN, Refining and 
Marketing Senior Vice President, 
Slovnaft, Hungary

Vice Chairs:
Mr. DI Peter Illyes, Head of Asset 
Development Tankfarms & Pipelines, 
OMV RM GmbH, Austria,

Mr. Mohammaed Al-Gahtani, Manager, 
Distribution, Saudi Aramco, Saudi Arabia

BPK4 – Optimising transportation, 
blending and storage of oil and oil 
products
12:00 – 13:00 (Block 2)

Chair:
Mr. Carlos Felipe Guimaraes Lodi, 
Corporate Planning General Manager, 
PETROBRAS, Brazil

Speakers:
Mr. Alexander Plavin, Commercial 
Director, MTZK-SVAP, Russian 
Federation

Mr. Jose Luis López de Silanes, Chairman, 
CLH, Spain

F16 – New developments in long 
distance transportation of gas - 
pipelines, ships and cross border issues
14:15 – 15:45 (Block 3)

Chair:
Mr. Dinesh K Sarraf, CMD, ONGC, India,

Mr. Ibrahim Palaz, President and CEO, 
TOROS Energy Limited, Turkey

Mr. Thilo Wieland, Vice President Senior 
Project South Stream/Nord Stream 
(Ressort Russia), Wintershall Holding 
GmbH, Germany

BPK7 – Best Practices in new gas 
technologies for processing and 
transportation
12:00 – 13:00 (Block 3)

F22 – The role of innovation and 
technology in shaping the oil and gas 
industry
14:15 – 15:45 (Block 4)

Chair:
Mr. Samer Ashgar, Manager, EXPEC 
Advanced Research Center, Saudi 
Aramco, Saudi Arabia

Mr. Yueqiang LI, Senior Vice President, 
CNPC Technical Services Company, 
China

F23 – Energy e�cient technologies 
ensuring environmental sustainability 
of the oil and gas industry
16:00 – 17:30 (Block 4)

Chair:
Dr. Jean-Francois MINSTER, Senior Vice 
President, TOTAL SA/Scientific 
Development, France

Mr. Takashi Yasuda, Executive O�cer, 
CTO,Technology Innovation Center, 
JGC Corporation, Japan

RT09 – Where are we now in the 
climate change agenda?
10:45 – 11:45 (Plenary Hall)

Moderator:
Mrs. Hege Marie Norheim, SVP 
Environment & Climate, Statoil, 
Norway

Mr. Brian Sullivan, Executive Director, 
IPIECA, United Kingdom

Ms. Anita George, Senior Director of the 
World Bank Group Energy and 
Extractives Global Practice, World Bank, 
United States

Chair:
Mr. Jose Aurelio Faria, Gas Pipeline 
Manager, Petrobras Transporte-
Traspetro, Brazil

Speakers:
Mr. Salem Al-Huraish, Manager for 
Khursaniyah Gas Plant, Saudi Aramco, 
Saudi Arabia

Dr. Iraj Ghorbani, President, Delvar Afzar 
Industrial Gases Co., Iran

Mr. Dirk Forrister, President and CEO, 
International Emissions Trading 
Association, Switzerland

Mr. Orlando Enrique Cabrales Segovia, 
Deputy Minister of Energy, Deputy 
Minister of Energy, Colombia

RT10 – International cooperation
14:15 – 15:45 (Room 5)

Moderator:
Mr. Pedro Miras Salamanca, Chairman, 
Spanish National Committee of the 
WPC, Spain

Panelists:
Mr. Wim Thomas, Chief Energy Advisor, 
Shell, United Kingdom

Mr. Petter Nore, Chief Energy Analyst, 
Norwegian Ministry of Foreign A�airs, 
Norway

Mr. Pekka Tiitinen, Head of Discrete 
Automation and Motion division Member 
of the Group Executive Committee of 
ABB Ltd, ABB, Switzerland

Mr. Neil Du�n, President, ExxonMobil 
Development Company, United States

Mr. Michael Borrell, Senior Vice-President 
Continental Europe-Central Asia, 
TOTAL, France

Mrs. Hosnia Hashim, Vice President, 
Operations, Kufpec, Kuwait

RT11 – Transformation of oil companies 
into energy companies
16:00 – 17:30 (Room 5)

Moderator:
Mr. Jorge Marques de Toledo Camargo, 
Member of the Board of Directors, IBP, 
Brazil

Mr. Kirill Kravchenko, CEO, NIS-
Gazpromneft, Serbia

Mr. Norbert Schwieters, Global Energy, 
Utilities & Mining Leader, PWC, Germany

Mr. Arturo Gonzalo Aizpiri, Corporate 
Director of Institutional Relations and 
Corporate Responsibility, Repsol, 
Spain

Mr. Olivier Cleret de Langavant, Senior 
Vice President Strategy Business 
Development R&D, TOTAL E&P, France
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russia

A joint venture between Russia’s 
Gazprom neft and Anglo-Dutch 
supermajor Shell is making final 
preparations to drill seven wells 
that will be used to assess the  
effectiveness of its pilot chemical 
flooding project.

Speaking at the World Petrol-
eum Congress in Moscow, Salym 
Petroleum Development execu-
tive director oleg Karpushin said 
the project is key to the company’s 
plans to extend the lifetime of its 
three oilfields in West Siberia’s 
Khanty-Mansiysk autonomous 
region.

Salym Petroleum has already 
produced close to 400 million bar-
rels from its assets since the de-
velopment started in 2003.

Karpushin said that, if sanc-
tioned by shareholders, the chem-

ical flooding method may help it 
produce an additional 183 million 
barrels in the next 10 to 12 years, 
almost doubling the recovery rate 
from its traditional sandstone for-
mations in Russia.

Shareholders have already 
aproved spending $70 million on 
the pilot project, with chemical 
flooding at seven wells scheduled 
to continue throughout the next 
year, and pilot production to begin 
in 2016.

the chemical flooding method 
is based on a mixture of alkali, 
surfactant and polymer elements 
that is dissolved in water and then 
injected into the reservoir to wash 
out remaining oil from the sand-
stone reservoir.

Head of Salym Petroleum’s new 
technologies department, Yakov 

Volokitin, said chemical flooding 
could potentially produce more oil 
for the company than the develop-
ment of existing tight oil reserves 
in the Bazhenov deep layers in the 
company’s licence area.

However, chemical flooding 
currently remains an expensive 
option, with the alkali being  
imported from the US because it is 
unavailable in Russia.

Salym estimates the cost of the 
three elements for chemical flood-
ing may increase production costs 
by $24 per barrel.

With 20 kilogrammes of alkali 
required for every tonne of oil (7.5 
barrels) to be produced using 
chemical flooding, company offi-
cials hope that this will create a 
sufficient incentive for players 
such as Shell Chemicals or others 

to start paroducing the alkali in 
Russia.

Volokitin said chemical flooding 
may be used at other mature oil-
fields in West Siberia, which  is 
Russia’s largest oil province.

However, full-scale production 
using chemical flooding will still 
require tax breaks, with Salym 
proposing authorities deduct the 
cost of chemicals from the oil pro-
duction tax.

Khanty-Mansiysk Governor  
natalya Komarova said she fully 
supports proposed tax incentives 
for chemical flooding initiatives.

However, such incentives have 
to be approved by the relevant 
central government ministries,  
be passed by parliament and 
signed by President Vladimir  
Putin.

Project: Salym Petroleum Development executive director Oleg Karpushin Photo: VLADIMIR AFANASIEV

Salym gets set to start 
chemical flooding pilot 
Gazprom Neft and Shell joint venture hopes technique will help 
produce more oil from company’s fields 

VLADIMIR AFANASIEV
Moscow

Plenary Sessions

21st WORLD 
PETROLEUM 
CONGRESS
PROGRAMME 
WEDNESDAY 
18 JUNE 2014

PL06 – Meeting Stake-
holder Requirements: 
“License to Operate”
08.30-09.30 (PL-Hall)

Session Chair: 
B Ashok, Chairman Designate, 
Indian Oil Corporation, India

Plenary Speakers: 
Antonio Brufau, Chairman, 
Repsol, Spain

Javier Gutierrez Pemberthy, 
CEO, Ecopetrol, Colombia

PL07 –Sustainable 
financing of the industry
09.30-10.30 (PL-Hall)

Session Chair: 
Anita George, Senior Director 
of the World Bank Group 
Energy and Extractives Global 
Practice, World Bank, USA 

Plenary Speakers: 
József Molnár, Group CEO, 
MOL, Hungary

Greg Roder, Executive Vice 
President Strategy and Growth, 
Woodside, Australia

Mikhail Shamolin, CEO, AFK 
Sistema, Russia

PL08 – The new producer-
consumer balance 
13.00-14.00 (PL-Hall)

Session Chair: 
Zack Henry, Director, Energy 
Dialogue, IEF 

Plenary Speakers: 
H.E. Abdalla Salem El-Badri, 
Secretary General, OPEC 

Keisuke Sadamori, Director, 
Energy Markets and Security, 
IEA 
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middle east

US SUpermajor Chevron is ex-
pected to embark on a $5 billion 
enhanced oil recovery steamflood 
project aimed at increasing pro-
duction from the Wafra heavy oil 
field shared between Kuwait and 
Saudi arabia.

Wafra, which is located in the 
onshore section of the Neutral 
Zone, is shared equally between 
Kuwait and Saudi arabia. The 
field, where production is in de-
cline, currently produces a total of 
210,000 barrels per day.

Kuwait Gulf oil Company 
(KGoC), which oversees Kuwait’s 
share of the field, said the planned 
eor project by Chevron will first 
arrest decline from the field and 
then add a combined  increment 
of 80,000 bpd under the first phase 
of the project.  

“Chevron has carried out two 

small and large-scale pilot 
projects which have established 
the viability of the project. We 
have done simulations and are 
studying all facilities. everything 
is moving towards the implemen-
tation of the project,” KGoC’s chief 
executive ali al-Shammari told 
Upstream.

a final investment decision is 
expected in early 2016, Shammari 
said, adding the project will entail 
the drilling of 400 producing, in-
jection and observation wells.

output from Wafra is expected 
to start rising from 2020 as the 
benefits of the eor project kick in. 
KGoC and Saudi arabia may opt 
for a second phase expansion 
aimed at lifting Wafra’s combined 
output to at least 370,000 bpd by 
2030. 

“We will see how the first phase 

goes. This is a challenging 
project,” added Shammari.

one challenge would be to ac-
cess enough gas to help generate 
steam to sustain the eor project. 
Wafra has associated gas but the 
volumes will not be enough to fuel 
the field’s stream injection needs 
as output increases. 

 KGoC and partners will there-
fore need to import LNG or use 
diesel to help generate the re-
quired steam volumes in any fu-
ture expansion of the field.

The eor is aimed at increasing 
current recovery rates of 5% to 
about 30%. 

Wafra has more than 22 billion 
barrels of oil in place, thus the po-
tential for lofty production rates 
in the event of successful eor 
schemes.  

“Chevron is fully committed to 

developing the Wafra eocene res-
ervoirs. 

The nature of large, full field 
steamflood projects dictates that 
they are developed on a staged ba-
sis, given the complexities, tech-
nology and investment required,” 
Chevron said.

“The first stage of the Wafra 
steamflood project is expected to 
have the production capacity of 
80,000 bpd of oil with the steam 
injection capacity of 150,000 to 
200,000 bpd of steam.”

Kuwait and Saudi arabia are 
also busy increasing  production 
from the offshore portion of the 
Neutral  Zone that is currently 
pumping 250,000 bpd.

The two are looking to pump a 
combined 350,000 bpd from the 
offshore Khafji field by the end of   
2018.

Output: an oil worker fixes a valve at  the Wafra oilfield in Kuwait near the border with Saudi Arabia   Photo: aP/sCaNPiX

Chevron gears up for EOR 
at Wafra heavy oil field
US supermajor plans steamflood project for onshore 
section of Neutral Zone between Kuwait and Saudi Arabia

eGypT 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 ex-
ecutive for agreements at 
state-owned egyptian General 
petroleum Corporation (eGpC), 
said the company was willing 
to abandon the long-estab-
lished price of $2.65 per mil-
lion British thermal units that 
international oil companies 
receive for their onshore gas 
production.

“There is room for discus-
sions based on expenditure and 
economics of the commercial 
discoveries. We are ready to 
pay more than $2.65 per mil-
lion 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 pack-
ages we have sold,” Said com-
mented.

political  uncertainty ahead 
of last month’s presidential 
election prompted eGpC  and 
its sister company egyptian 
Natural Gas Holding Company 
(egas) to extend deadlines for 
their respective tenders to 3 
july from 19 may. 

The new deadlines will not 
be extended.

“We will receive the final 
proposals from interested com-
panies on 3 july and then start 
evaluating their technical bids 
followed by financial propos-
als. We are looking to an-
nounce the winners in octo-
ber,” Said added.

Several international oil 
companies — including Italy’s 
eni, Ireland’s petroceltic and 
Canada’s TransGlobe — had 
asked the egyptian oil minis-
try to postpone the deadlines 
by eGpC and egas until after 
the election, which former 
army chief abdel Fattah el-Sisi 
won.

egas is 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 mediterra-
nean Sea.

“a lot of companies have pur-
chased data from us,” said 
mahfouz elbony, vice chair-
man for agreements and 
explor ation at egas.

“I think we will have offers 
for most of the blocks.”

elbony also said egas was 
prepared to tempt internation-
al oil companies with attrac-
tive fiscal terms for offshore 
gas discoveries.  Fiscal terms 
for commercial discoveries will 
be established in bilateral ne-
gotiations 

one of the egas deep offshore 
blocks — Karawan offshore — 
is part of the former Nemed 
concession that Shell relin-
quished despite the presence of 
a sizeable gas find.

Egypt to 
boost gas 
prices

NASSIR SHIRKHANI
Moscow
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middle east

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.

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 manufac-
turers by 2020, up from the cur-
rent level of 25%.

“Our capital and operational  
expenditure at Saudi aramco is 
around $150 billion in the next 
five years,” he told delegates  
attending the World Petroleum 
Congress 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, marine services, as well as 
steel and chemical products. 

“We are planning large-scale in-
vestments, 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 in-
vest in Saudi arabia

“We are open for business. We 
are a very stable country, have a 
stable currency with low corpo-
rate tax and no income tax,’’ he 
added.

aramco will enter into long-
term supply agreements with  
local equipment manufacturers to 
ensure business success for them. 

it will also offer subsidised fuel 
and land to entice foreign inves-
tors. 

Locally-based companies will 
also receive preferential treat-
ment when bidding for aramco 
projects.

“This is a message to investors 
that we will channel all our busi-
nesses to those who will build 
their own manufacturing facili-
ties inside Saudi arabia,” said 
Warthan.

“What we have done within 
Saudi aramco is, we have revised 
our procurement policy. 

“Those companies with a pres-
ence in Saudi arabia will have  

Plans : Saudi Aramco projects and strategic purchasing manager Abdullah al-Warthan at WPC  Photo: Kaia meaNs

Saudis target foreign players
International 
companies 
urged to set up 
base in country 
as it eyes local 
content boost
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exclusive bidding rights to them. 
“it means that business will 

only go to those located in Saudi 
arabia. 

“if we have three local manu-
facturers, the business will go 
only to those three manufactur-
ers.

“So this is an opportunity for 
those who will come first and be 
part of our supply chain and will 
get the  biggest share of the busi-
ness.”

aramco will offer investors 
manufacturing space in its indus-
trial Park to encourage them to set 
up shop in the country.

For its part, the Saudi govern-
ment will ensure easy loans of up 
to 75% as part of its policy of build-
ing a strong industrial and manu-
facturing base with the help of 
international companies.

“The Saudi industrial develop-
ment Fund will provide up to 75% 
of the capital investment as a loan 
with a maximum term of up to 25 
years,’’ said Warthan.  

additionally, local companies 
will be offered financial support to 
help train Saudis.

The Saudi government is deter-
mined to ensure the country  
becomes one of the top global des-
tination for foreign investors by 
helping them participate in trans-
forming its oil-based economy.
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ethics

The oil and gas industry has been 
warned it has a long way to go be-
fore it stamps out deep-rooted 
governance, transparency and 
corruption problems, a conference 
heard on Tuesday.

A session at the 21st World Pe-
troleum Congress on Tuesday 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. I think we all 
know our industry is not particu-
larly liked out there by many 

countries, by many stakeholders,” 
said Jonas Moberg, head of the 
 extractive Industries Transpar-
ency Initiative (eITI), a global 
 initiative to encourage govern-
ments to better manage natural 
resource revenues.

“Trust is an issue. We have an 
awful long way to go,” he said.

About 50 delegates were in the 
audience for the session on ethics 
and anti-corruption, held on day 
two of the conference in Moscow.

A total of 44 companies have 
now signed up to the initiative, 
which seeks to improve account-
ability through regular publica-

tion of payments by oil and gas 
and mining companies to govern-
ments and revenues received by 
governments.

Moberg’s comments came as 
the oil and gas industry is facing 
renewed pressure in the US to re-
veal more information about its 
business activities.

At the start of June, the US Se-
curities & exchange Commission 
said it aims to revisit measures to 
implement the controversial 2010 
Dodd-Frank Wall Street Reform 
law.

It plans to rewrite by March 
2015 the requirement for disclo-

sure by oil companies of payments 
made to foreign and host govern-
ments, with a final rule emerging 
before the end of that year.

Oil companies have lobbied 
hard against the “publish what 
you pay” provision in section 1504,  
as it has the potential to compro-
mise sensitive commercial infor-
mation at project level in a highly-
competitive arena.

The WPC conference also heard 
from Philip Jordan, vice president 
of ethics at Total, who gave an up-
date on the progress made by the 
French major in updating its code 
of ethics. 

A way to go: EITI head Jonas Moberg speaking in Moscow  Photo: KAiA MeANs

Transparency ‘should 
be higher on agendas’
EITI head tells delegates that industry 
still has a long way to go to win trust

The oil and gas industry can be 
a key driver in fostering eco-
nomic and social development 
by driving job creation and in-
dustrial activity, panelists 
agreed on Tuesday morning in 
Moscow, writes Kathrine Schmidt.

however, the industry is 
faced with meeting global en-
ergy demand that will require 
37 billion barrels’ worth of re-
sources by 2035, BP chief exec-
utive Bob Dudley told an audi-
ence at the 21st World 
Petroleum Congress.

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 com-
ponents.

The oil industry is some-
times perceived negatively by 
potential recruits in some re-
gions of the world, but “is in 
fact bringing people out of pov-
erty,” Dudley said. “We just 
need to tell our story better.” 

Brazil, for its part, has seen a 
big employment boost as the 
country has rebuilt its mari-
time construction business 
with a strict local content pol-
icy, according to Jose Luis San-
toro Martins, director of gas 
and energy for Petrobras.

The country’s shipyard in-
dustry had fewer than 7500 
workers in 2003 but grew 
roughly tenfold to 78,000 jobs 
by 2013.

Unemployment in 2002 was 
at 9.9% but by 2012 had dropped 
to 6.7%.

however Brazil’s aggressive 
home-grown attitude has led to 
difficulties with bureaucracy 
and supplier bottlenecks, crit-
ics have said.

Martins also conceded the 
process is “a challenge to the 
market to provide skilled la-
bour.”

Industry 
‘is a jobs 
driver’

ROB WATTS
Moscow
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WPC

At the 21st World 
Petroleum Congress, the 
Youth lounge witnessed 
a session on 

“environmental & Social 
Protection is Future Generation’s 
Crucial Challenge” that focused 
on creating a link between energy 
needs, environment protection 
and human development. 

It also explored how these 
issues are affecting the global 
hydrocarbon industry, its ability 
to operate, and how the next 
generation of leaders will need to 
engage the public in a very 
different type of conversation.

Some of the interesting topics 
discussed at the session were 
environmental protection and 
operational safety. 

Countries are putting emphasis 

on the role of the environment 
and the best ways to preserve it. 

An example would be the growth 
in the G20 countries, constituting 
85% of the global economy, which 
are vital to the growth and 
development of the world. 

Countries focus on 
environmental sustainability by 
developing alternative sources of 
energy such as wind energy, and 
shale gas.

With the developing climate 
change scenario, companies as 
well as countries are seeking to 
increase their sustainability. 

Simon Durkin, vice president, 
Shell UI Safety, environment & 
Social Performance, highlighted 
in his presentation environmental 
Protection in Petroleum Activities 
how Shell is applying its 

Crucial challenge for 
future generations

AGM is an Africa-focussed private oil and gas exploration company working in cooperation with 
National Oil Companies and indigenous operators to develop hydrocarbon concessions and build 
strategic national capabilities.

AGM combines extensive operational expertise with world leading technical capabilities in deep 
water offshore well engineering and drilling.

AGM is committed to building long-term partnerships in the countries in which it operates. Acting as a 
strategic partner to National Oil Companies and indigenous operators, our focus is to jointly operate 
and manage oil and gas assets and build technical and operational expertise, which over time would 
position our business partners to become standalone operators. We are also dedicated to invest 
in social and community welfare of the countries in which we operate, ensuring local communities 
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petroleum industry.

In Ghana, AGM entered into a strategic alliance with the Ghana National Petroleum Company 
(GNPC) to explore and develop the South Deepwater Tano offshore concession. The 
����������������������������������
����	�����������������������������������������������
��		����������������
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Minexco (S.L.) Limited, another of Minexco Petroleum group of companies, holds 
�������������	������� � ����������������������������������������������������
acquisition and reprocessing programme has been conducted over the entire 
concession area, with plans for a further 3D seismic acquisition program 
to be conducted later this year.

AGM Gibraltar 1B Garrison House, 3 Library Ramp, Gibraltar,  T. +350 200 66732  F. +350 200 66748
E.mail: info@agmpetroleum.com

A Minexco Petroleum Company

Vijay Anne WPC Writing Fellow

Balancing energy needs and environmental protection

A WPC Youth session Photo: WPC

sustainability approach, where 
an important part of the future is 
carbon pricing. 

Durkin said that this will drive 
more designs that are less 
carbon dioxide emitting. Shell 
has established innovative 
solutions to create a more 

environmentally friendly future.  It 
has focused on energy efficiency 
of equipment being operated to 
ensure minimal or no release of 
methane and to minimise flaring.

The youth at the session 
showed a positive response to 
the industry’s commitment to 

balance energy needs, 
environmental protection and 
human development. 

Young people are eager to 
contribute to this goal, reduce 
carbon emissions, protect the 
environment and create a more 
sustainable future for all.
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us policy

EnErgy guru Dan yergin does not 
see US politicians taking action to 
remove the country’s ban on  
exporting crude before upcoming 
mid-term elections, but said there 
is 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 at the World  
Petroleum Congress on Tuesday.

The US ban on crude exports 
has been in place for four decades 
after being intrododuced in re-
sponse to the oil shocks of the 
1970s.

yergin, who is vice chairman of 
consultancy IHS and a noted oil 
scholar, called the ban “an archae-
ological 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 elim-
inating restrictions on exports,” 
yergin said, pointing to unrest in 
major energy producing 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 over-supplied and 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 out-
right vote on the topic. 

Most of the increase in US liq-
uids production has come in the 
form of “light tight” oil that is of 
such light gravity that it borders 

Speaking out: IHS vice chairman 
Daniel Yergin at WPC 

photo: KAiA MEANsYergin hits 
out at US oil 
export ban

Energy guru tells WPC he believes 
lifting ruling on exporting crude 
would boost nation’s economy
NOAH BRENNER
Moscow

on condensate. Certain extremely 
light grades are currently export-
able if they are created as a result 
of the refining process, but they 
are not exportable if they are  
naturally produced at the well-
head. 

One possible course of action 
that has been floated in Washing-
ton 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 weigh in on 
which path politicians might fol-
low, but 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 dam-
age it?”

Search the archive:

Yergin
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carbon capture & storage

Carbon capture and stor-
age proponents in Europe 
have had a lot to cheer 
about in the last few 

months. 
The International Energy agen-

cy (IEa) and the United nations 
both issued reports urging the 
technology’s uptake to fight 
against climate change. Detailed 
engineering studies have also be-
gun on two UK projects and the 
European Commission is expect-
ed to announce soon that it will 
fund its first CCS project.

However, any optimism that 
Europe is about to enter the global 
race, where the US, Canada and 
China are all close to having  
commercial-scale projects up and 
running, is muted at best. 

news last month that Sweden’s 
Vattenfall, which built the world’s 
first carbon capture project at the 
Schwarze Pumpe coal power plant 
in Germany in 2009, had pulled 

out of CCS research and develop-
ment set the seal on what has 
been a frustrating six years of 
high ambitions brought low. 

observers say it is now clear 
that the UK and the netherlands 
are the only European countries 
with any chance of making a run-
ning on the technology any time 
soon, though they too face sig-
nificant challenges getting 
projects off the ground.  

Derek Taylor, a former senior 
adviser in the EC’s Energy Direc-
torate, says the White rose project 
at the Drax coal power station in 
Yorkshire, and roaD, E.on’s 
project in the port of rotterdam, 
are the only two European 
projects that he is “reasonably” 
confident will go ahead. 

However, roaD, which has 
been awaiting a final investment 
decision for the past two years, 
“has been tottering on the brink 
for so long now you wonder if it 

will make the jump forward”,  
Taylor adds.

White rose, which will store  
1 million tonnes of carbon dioxide 
per year in an aquifer in the south-
ern north Sea, received a boost in 
april when it was leaked that the 
project had successfully applied for 
funding under the EC’s nEr 300 low 
carbon energy programme. 

Final decision  a total of €300 
million ($406 million) is expected to 
be awarded this month to the 
project, one of two potential recipi-
ents of £1 billion ($1.7 billion)
through the UK’s CCS commerciali-
sation programme. Shell’s Peter-
head project is the other candidate.

The Department of Energy & 
Climate Change will make a final 
decision about whether to fund 
one or both projects after front-
end engineering and design stud-
ies have been completed at the 
end of 2015 or 2016, but much will 

UK and Netherlands lead CCS hopes in Europe
Two countries now standing out as only ones in the EU with any chance 
of developing schemes based on specialist technology any time soon

TERRY SLAVIN
London

depend on cost. Taylor says it 
would have been disastrous for 
CCS backers in Europe had the EC 
failed to support a CCS project af-
ter the first tranche of the nEr300 
went exclusively to renewables. 

The scheme, which auctioned 
off 300 million European Union 
emissions allowances (EUas), was 
conceived at a time when EUas 
were trading as high as €30 and 
there were hopes it would fund up 
to 12 CCS demonstration projects. 

However, economic recession in 
Europe had halved prices by the 
time the first tranche of the 
scheme was finally launched in 
2010, and today EUas hover at 
about €5.

andy read, head of carbon cap-
ture at the roaD project in rot-
terdam, says he thinks the CCS 
lobby made the mistake early on 
of alienating the powerful green 
lobby in brussels by arguing for 
Europe’s climate change objec-

[The ROAD 
project] has 
been 
tottering on 
the brink for 
so long now 
you wonder if 
it will make 
the jump 
forward.
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To geT a measure of how 
perilous the situation for carbon 
capture and storage is in 
europe, one must look to the 
Netherlands, where the RoAD 
project in Rotterdam is primed 
and ready to go — but has been 
awaiting a final investment 
decision for more than two 
years, writes Terry Slavin.

RoAD, which aims to capture 
1.1 million tonnes of carbon 
dioxide per year from a new coal 
power plant and pump it through 
a 26-kilometre pipeline for 
storage in Taqa’s P 18 gas field, has 
all its permits in place and 
engineering studies completed. 

However, a funding gap of €130 
million ($176 million) has 
prevented the joint venture 
partners, german power giant 
e.oN and Belgium’s electrabel, 
from taking a final investment 
decision.

The european Union energy 
Commissioner, gunther 
oettinger, has twice called 
crisis meetings in Brussels to 
try to broker a solution, but 
Andy Read, head of Co2 capture 
at RoAD, says the Dutch 
government, which has already 
offered €150 million, has been 
reluctant to put further large 
grants on the table, and the 
partners in the joint venture 
have not been prepared to 
absorb more large costs either.

“They will still make a 
significant loss on RoAD even if 
they get the money [€130 million] 
so they have passed the problem 
back to national government and 
the eU,” Read says.

As well as the €180 million in 
capital grant RoAD has been 
allocated through the european 
energy Programme for Recovery 
(eePR), the project will earn 
european Union emissions 
allowances (eUAs) for every tonne 
of Co2 stored. 

However, carbon prices are at 
€5, nowhere near the €30 to €40 
per tonne of Co2 operating cost of 
the project. 

Read says RoAD considered 
bidding for funding under the eC’s 
NeR300 programme, but the 
NeR300 rules require the project 
to run for 10 years, while RoAD is 

only committed to run for five 
years.  

“It meant RoAD would 
effectively make a loss over a 
longer period, which would 
negate the benefits from 
NeR300 funding,” says Read.

The failure to bridge what in CCS 
project terms is a relatively small 
funding gap is more concerning 
given that several proposed 
industrial Co2 projects in the port 
of Rotterdam — which would 
together store another 500,000 to  
1 million tonnes of Co2 — depend 
on RoAD going ahead as they 
would use its pipeline and Taqa’s 
P18 field, which has the capacity to 
store 35 million tonnes of Co2. 

These include Air Liquide’s 
green Hydrogen project and a 
Shell project to capture Co2 
from a hydrogen plant at its 
Pernis oil refinery. 

ZeP, the industry’s lobby 
group in Brussels, is pushing 
CCS as the only viable climate 
solution for industrial Co2 
emissions, and points out that 
one quarter of europe’s Co2 
emissions come from industrial 
processes. 

However, while the cost of 
capture is cheaper in some 
industrial processes than on 
power stations, quantities of 
Co2 are smaller, so there needs 
to be a joint approach to 
transport and storage.

Read says Rotterdam would be 
the ideal test bed. “You have to get 
the first [CCS] project signed to 
develop the infrastructure. And 
that is easiest if you have a power 
station project.” 

He says Taqa has been 
“remarkably patient” in waiting 
for RoAD to make its mind up, but 
the €180 million eePR money is 
not expected to be on the table for 
much longer. 

However, there is still hope that 
oettinger will be able to somehow 
break the impasse. 

“The energy commissioner 
would love to have a decision 
while he is still in office,” Read 
says. 

Poised to go 
but delays

Scheme forced to wait 
for final investment

Change of heart: Vattenfall, which built the world’s first CCS project at the Schwarze 
Pumpe coal power plant in Germany in 2009, pulled out of CCS research and development 
last month Photos: AFP/SCANPIX

UK and Netherlands lead CCS hopes in Europe

Long ROAD to destiny 
as project stumbles
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tives to be delivered only through 
the carbon price, and lobbying 
against measures such as subsi-
dies for energy efficiency and re-
newables, as they have contrib-
uted to the dilution of EUAs.

“We should have stuck to equal 
treatment for all low carbon tech-
nologies and stuck to the argu-
ment — supported by all the sci-
entific studies and the IEA —  that 
we really need to do both [CCS and 
renewables],” Read says.

There has been a change of tac-
tics in the last year or so by ZEP, 
the zero emissions platform, 
which heads the business lobby 
for CCS in Brussels. 

ZEP accepts that, even with 
structural reform of the carbon 
market to prop up prices, the EUA 
price will not rise high enough 
over the next five to 10 years to 
incentivise CCS. 

So the organisation is taking no 
position on the EC’s proposals for 

a renewable energy target of at 
least 27% and a new binding en-
ergy efficiency target in the Euro-
pena Union 2030 climate and en-
ergy package, which is expected 
to be finalised this autumn. 

Tariffs  Graeme Sweeney, the former 
Shell executive who leads ZEP, said it 
is instead pressing for CCS to be 
treated like other low carbon tech-
nologies, with mechanisms such as 
feed-in tariffs by member states, 
such as the UK’s contract for differ-
ences, or an EU-wide certificate 
scheme, which would require utili-
ties to obtain tradable certificates for 
the CO2 they emit. 

Given appropriate support, 
Sweeney says, CCS could deliver  
4 percentage points of the 40% cut 
in overall greenhouse gas emis-
sions proposed by the EC  for 2030, 
amounting to 220 million tonnes 
of CO2.  It seems a tall order, given 
that observers say Europe will be 

lucky to have one or two projects, 
sequestering 2 million or 3 million 
tonnes of CO2, by 2020. 

However, Sweeney says there is a 
more positive attitude towards CCS 
in Brussels, driven not so much by 
climate considerations, but by en-
ergy security concerns at a time 
when Russian gas imports are 
threatened by the Ukrainian crisis.

“Energy security means maxi-
mizing indigenous resources as 
well as decreasing [energy] de-
mand,” Sweeney says. 

“Renewables represent one of 
those resources, but Europe also has 
substantial resources of lignite coal 
and gas, and if those are to be made 
compatible with climate aspira-
tions, clearly CCS links the two to-
gether. And using CO2 for enhanced 
oil recovery would give even greater 
security of supply.” 

See tomorrow’s  
edition  for the second part 
of our special CCS feature

They will still 
make a loss 
on ROAD 
even if they 
get the 
money.

ROAD’s head of 
CO2 capture  

Andy Read
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turkey

Turkish Petroleum (TPAO) is 
searching for acquisitions world-
wide, but with a special emphasis 
on projects around its own neigh-
bourhood, Central Asia and cen-
tral Africa, as it looks to increase 
both its production and it techni-
cal expertise. 

Last month, TPAO picked up an 
additional 10% stake in the shah 
Deniz gas project, making it the 
second-largest shareholder with 
19% behind operator BP, and chief 
executive Besim sisman said his 
company plans to continue its 
shopping spree in the area.

“We are interested in another 
project in this region — our re-
gion,” he told upstream at an ex-
clusive interview during the 
World Petroleum Congress in 
Moscow. “You need to focus in 
your area.” however, the compa-

ny’s aggressive growth aspira-
tions are not limited to projects in 
Central Asia. 

“On the other hand, we have 
some opportunities from Argen-
tina to Malaysia,” sisman said.

“We are negotiating with some 
companies and some govern-

ments, especially in Africa. Africa 
is one of our main focus areas.”

TPAO currently holds acreage in 
Libya, but development there is on 
hold indefinitely due to the  
violence and instability plaguing 
the country, and sisman said the 
company would be reticent to take 
on additional stakes in North Af-
rica.

instead, TPAO is looking at the 
heart of the continent. 

“The middle of Africa, from the 
eastern side to the western, is so 
exciting,” sisman said. 

“We are searching. We are nego-
tiating with companies, with gov-
ernments and we will see what 
we can do in the future. We are 
very, very interested in that re-
gion.”

One area the company is not 
currently looking at is the us and 

Canada, where many internation-
al companies have taken stakes in 
shale and tight gas projects.

“if you want to be an interna-
tional company (in North Ameri-
ca), you have to open an office in 
houston,” sisman said. 

“i think we have to start at this 
point and after that we can look 
around if it is possible to take 
some projects in the us or not.”

state-controlled TPAO has a 
mandate from the government to 
boost production to meet growing 
demand in Turkey. 

The country exhibited some of 
the strongest economic growth 
coming out of the global recession, 
and its economy is projected to ex-
pand by more than 4% this year. 

At the same time, the country is 
paying around $50 billion per year 
to import energy — relying on 

 imports for 98% of its natural gas 
and 90% of its oil. 

“We need to meet our energy 
demand, or a very important por-
tion of our energy demand,” sis-
man said.

it is first turning its attention to 
meeting oil demand. “Generally, 
we prefer oil projects, but if there 
is a good natural gas or shale gas 
project that is possible for us...” 
sisman said.

 While many of the projects it is 
screening are minority stakes, 
sisman said TPAO would have lit-
tle problem accessing the cash 
needed to pull off a larger acquisi-
tion. 

“Economically, Turkey is strong 
enough, so if you have a good 
project, it’s not hard to find money 
from different banks and inves-
tors,” he said.

Celebrations: the Istanbul 22nd WPC stand Photo:  kAIA MeANS

TPAO targets Asia and Africa 
Ambitious Turkish player is searching for acquisitions 
worldwide — but insists that, at heart, life is local

In three years, the 22nd World 
Petroleum Congress will be held in 
Istanbul, giving turkey and its 
petroleum industry centre stage to 
highlight their growth and development. 

Besim Sisman, chief executive of 
turkish Petroleum Company (tPAO) said 
Istanbul is a perfect venue to discuss the 
flow of energy across the world.

“It is a real bridge — a natural hub,” 

Sisman said of the Anatolian region. “All 
the producers are the right side, the 
eastern side, and all the consumers are 
on the western side, so we are the 
transfer country.” 

Istanbul won the right to host what 
many call the Olympics of Oil on its third 
try and beat such energy hubs as Calgary 
and houston, as well as Copenhagen, to 
claim the honour. As strife again flares in 

the Middle east, turkey also presents a 
relative calm amidst the political 
turmoil that has engulfed major 
producers such as Iraq, Sisman said.

“You know all the problems around 
turkey, but we are the safe position,” he 
said.

WPC will not just be a showcase for 
Istanbul, it will also be a showcase for 
tPAO and Sisman hopes to have his 

company ready to compete on a world 
stage.

 “We have to be a stronger company; 
we have to be a larger company and, 
because of that, we need projects all over 
the world,” he said. 

“After three years, we want to be not at 
the top, but at a high-class level. 

“We have to do our best to reach this 
aim.”

Istanbul — the perfect venue for 22nd WPC says Sisman

NOAH BRENNER
Houston
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project dvelopments

Rocketing project costs are per-
haps the single biggest threat to 
the long-term sustainability of 
the global oil and gas industry, 
two leading chief executives said 
on tuesday.

Statoil’s Helge Lund and Samir 
Brikho, head of Uk-based services 
company Amec, told the 21st 
World Petroleum congress that 
industry needs to devote more  
effort to finding solutions to drive 
down costs, such as using stand-
ardised project designs.

“this is absolutely one of the 
biggest challenges this industry 
has. i do not think it is a fight  
between suppliers and operators, 
i think we have a common chal-
lenge we have to solve together,” 
Lund said in press briefing follow-
ing a speech on the second day of 
the event taking place in Moscow.

Delegates heard that increas-
ingly complex engineering and 
drilling requirements as the 
search for oil goes into tougher 
environments, such as deep  
water, were factors behind spiral-
ling 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 
company’s peer group, it slipped 
to below 10% last year.

“in a highly risk-based industry, 
that is simply not sustainable,” he 
said.

Brikho said that of the 15 “mega-
projects” costing $10 billion or 
more in which Amec is involved, 
“almost none” were on budget or 
schedule. 

“that is a big challenge for the 
whole industry to take on, to be 
more predictable in its delivery,” 
he said.

Lund referred to Statoil’s recent-
ly launched project aimed at mak-
ing annual cash flow savings of 
$1.3 billion from 2016. 

eight smaller fields on the nor-
wegian continental shelf are be-

Challenges: Statoil chief executive Helge Lund speaks during the debate at WPC 
photo: KAIA meAns

Concern over huge leap 
in global project costs 
WPC told return 
on capital for 
major players has 
dropped by third 
in decade, while 
oil price tripled

geRMAn engineering group 
Linde sees an increasing market 
for its small to mid-scale lique-
fied natural gas equipment, as 
natural gas takes market share 
from oil and coal in the trans-
portation and industrial sec-
tors, writes Noah Brenner.

As much as 30% of oil use 
could be supplanted by natural 
gas, especially small and mid-
scale Lng projects, Linde 
engin eering manager Fran-
coise Sabatier said at the World 
Petroleum congress in Mos-
cow.

Such fuel switching will be 
driven by the increasing gap in 
the price between Lng and die-
sel fuel, as well as policies that 
are cracking down on air emis-
sions.

one such accord will estab-
lish a maritime emissions con-
trol area in the Baltic and 
north Sea beginning in 2015.

the new rules are expected 
to send maritime Lng demand 
soaring from its current level 
of 1.4 million tonnes per an-
num, Sabatier said.

As evidence of the potential, 
Linde subsidiary cryo an-
nounced that it had won a con-
tract with Arctech Helsinki 
Shipyard in Finland to build an 
Lng fuelling system that will 
be used to refuel a new ice-
breaker for the Finnish trans-
port Agency. 

the system includes two 
400-cubic-metre fuel tanks 
that will be mounted vertically 
below deck on the vessel. 

the icebreaker will use a 
dual-fuel Lng and diesel sys-
tem designed to lower both 
emissions and fuel costs. 

the new vessel will be tar-
geted at both oil spill response 
operations and emergency 
towing, Linde said when an-
nouncing the award. 

it is expected to be opera-
tional by winter 2016.

Linde set 
for boost 
in market 

ROB WATTS
Moscow

ing fast-tracked towards produc-
tion using standard designs 
instead of bespoke development 
solutions, reaping 80,000 barrels 
per day in new production.

“We can respond to these chal-
lenges 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 pre-
dictability.” He added: “My think-

ing is this industry has for dec-
ades solved many problems by 
adding more people and more 
complexity. 

“So i think we need to turn that 
trend now and look for simpler  
solutions, be better at building the 
experience we have, standardise 
more, reuse technology and con-
cepts we have used with success 
before. i think this is the only we 
can secure the sustainability of 
this industry.”

liquefied 
natural gas

Rules: Linde engineering 
manager Francoise 
Sabatier photo: KAIA meAns
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china

China national Petroleum Corpo-
ration (CnPC) is stepping up  
efforts to explore and develop 
tight oil and gas in China, hoping 
unconventional resources could 
help keep its current hydrocarbon 
production from levelling off.

The state-owned company has 
been focusing on tight plays at 
three major basins — Songliao in 
the north-east, Ordos in the north 
and Karamay in the north-west.

Last year in the Ordos basin, 
which hosts its Changqing oil and 
gas field, the company produced 
up to 8 million tonnes of uncon-
ventional oil, accounting for one 
third of the field’s total oil output, 
according to Chinese media.

a company newsletter said 
CnPC has already identified more 
than 100 million tonnes of tight 
oil reserves in the Ordos basin. 

Currently, Changqing’s tight oil 
output comes from three blocks 
— an-83-Chang 7 in Shaanxi prov-
ince, and Zhuang 230-Chang 7 and 
Zhuang 31-Chang 6 in Gansu prov-
ince. 

Jia Chengzao, a former vice 
president of CnPC’s listed Petro-
China division, told Chinese  
media that the company is now 
prioritising development of tight 
oil and gas over the next five to 10 
years, because of abundant re-
serves, mature technology and 
reliable geological data.

The CnPC newsletter said the 
company is now comfortable with 
the technology being used in  
tight oil reservoir evaluation and 
sweet spot prediction.

its tight oil development is based 
on staged multi-cluster stimulated 
reservoir fracturing for horizontal 

wells, and extended-reach cluster 
horizontal well 3D drilling and 
completion.

however, sources said the com-
pany faces challenges in water-
flooding technology for enhanced 
oil recovery, as the recovery rate 
for tight oil is as low as 10%. 

The company is working on 
schemes to optimise the develop-
ment of tight oil reserves.

The Changqing field is also lead-
ing CnPC’s tight gas exploration 
and production. 

CnPC chairman Zhou Jiping  
recently told investors in hong 
Kong that the company produced 
24.9 billion cubic metres of tight 
gas last year, with sources sug-
gesting that most of that volume 
was from the Ordos basin.

Zhou said the company would 
be able to double its tight gas pro-

duction should the development 
be given the same subsidy CnPC 
has received for shale gas.

CnPC receives 0.4 yuan ($0.06) 
from the government for each cu-
bic metre of shale gas produced.

Zhou told an internal confer-
ence earlier this year that Chang-
qing has now become a major oil 
and gas field on par with Daqing.

Sources said oil and gas produc-
tion at Changqing will continue to 
increase this year, building on last 
year’s record of 51.95 million 
tonnes of oil and gas equivalent 
including 24.32 million tonnes (179 
million barrels) of oil and 34.68 
billion cubic metres of gas.

Output targets: CNPC chairman Zhou Jiping Photo: BLOOMBERG

CNPC steps up its output 
drive for tight oil and gas 
China National Petroleum Corporation comfortable with 
technology being used to develop its unconventional resources 
as it looks to prioritise sector over next five to 10 years

CNOOC Ltd is set to 
significantly boost its 
investment in acquiring 
foreign upstream assets and 
developing its existing fields 
outside China, writes Xu Yihe.

Industry sources said the 
Chinese company’s capital 
expenditure is likely to hit $5 
billion for overseas upstream 
asset acquisitions in 2014, as 
well as for exploring and 
developing its existing 
foreign assets. 

The figure is much higher 
than in 2013, sources said, 
without giving a comparable 
figure for last year. 

However, they added that 
the company is now more 
conscious about the cost of 
acquiring foreign upstream 
assets, as national oil 
companies from host 
countries tend to raise the 
bar for farm-ins.

CNOOC is following up a 
number of projects, typically 
in Africa, where it is already 
producing about 160,000 
barrels per day in equity oil 
from Nigeria.

This accounts for about 40% 
of its overall output of about 
400,000 bpd outside China.

In Uganda CNOOC is 
working out the overall 
development plan for 
developing fields at Lake 
Albertine rift basin.

CNOOC, along with 
partners London-listed 
Tullow Oil and France’s Total, 
is targeting first o il from 
Uganda in 2018 at a rate of 
between 200,000 and 230,000 
bpd. 

The three companies each 
hold 33.33% stake in the field.

 CNOOC built its position in 
Uganda by acquiring 33.33% 
stakes from Tullow in Block 
1, Block 2 and Block 3A (now 
called Kingfisher) in 2012 for 
$1.467 billion, and becoming 
operator of Block 3A.

The company is currently 
operating in 22 countries 
worldwide. 

Its overseas interests 
account for 38% of its total 
assets and cover 110,000 
square kilometres with 
recoverable oil and gas 
reserves of 1984 million 
barrels of oil equivalent.

Foreign 
assets on 
radar 

XU YIHE
Moscow

capital 
expenditure 

CNOOC Ltd to boost 
overseas investment

Asset: the Kingfisher well 
in Uganda’s Block 3A

Photo: BLOOMBERG
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kazakhstan

KAZAKHSTAN has set its sights on 
becoming one of the world’s big-
gest oil and gas producers by fo-
cusing on development of its four 
major fields.

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 in November 
2013 to expand its operation in the 
Tengiz field. 

The $20 billion Future Growth 
Project (FGP) will expand produc-
tion 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, said 
general director Tim Miller. 

Coupled with the FGP is the 
Wellhead Pressure Management 
Project (WPMP). A final invest-
ment decision on the dual project 
is expected later this year.

“Kazakhstan’s future is full of 
promise and TCO is excited about 
our continued role in growing the 
national economy,” said Miller. 
“Kazakhstan’s current and future 
paths are and will continue to be 
critical in support of the global 
energy demand.”

Kazakhstan Oil Minister Uzak-
bay Karabin, speaking though an 
interpreter, said: “Part of our 
agenda is finding solutions and 
defining the future exploration of 
projects for the future of the en-
ergy industry.” 

Leading the way was completion 
of the Eurasia project, a detailed 
study of the deep subsurface geol-
ogy of the Precaspian basin to a 
depth of 25 to 30 kilometres.

The study, carried out in co- 
operation with Russia, was a 
“breakthrough project” and will 
result in a “super colossal develop-
ment”, according to Karabin.

Between 2015 and 2020 there 
will be analysis and reprocessing 
of geological and geophysical data, 
a large-scale geological and geo-
physical study of new proposed 
regional lines, and the drilling of 
a super-deep stratigraphic-para-
metric well, Caspi-1.

Presentation: Kazakhstan Oil & Gas Minister Uzakbay Karabalin delivers his address
 Photo: kaIa MEans

Tengiz expansion top of 
development campaign
Four major fields on list as $20 billion Future Growth Project gets 
under way with aim of almost doubling production
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THE key to safe offshore opera-
tions is a rigorous application 
of safety procedures by compa-
nies operating in the sector, 
which must also ensure that 
staff are adequately trained 
and understand procedures, 
writes Nassir Shirkhani.

David Walker, chief execu-
tive of classification society 
DNV GL UK, told delegates at 
the World Petroleum Congress: 
“Companies have to apply 
(their) safety management sys-
tem rigorously. Most compa-
nies have these but they don’t 
necessarily apply them. 

“The distinction between 
those who have the best safety 
record is that they apply them 
rigorously.’’

Walker said staff must be 
well trained and that the  
training is maintained regu-
larly.

“Plant and equipment obvi-
ously has to be maintained,” 
while early detection systems 
are needed to prevent gas  
leaks. 

“Historical evidence shows 
that most major hazardous  
accidents are caused by a 
known threat, when technical, 
human and/or organisational 
safeguards are allowed to de-
grade over time.

“Companies with the best 
performance in major accident 
risk management do not neces-
sarily have better systems than 
those with poorer perform-
ance, they are just much more 
diligent in doing what they say 
they do,’’ Walker said.

‘Rigorous’ 
safety 
essential

CHINA National Petroleum Cor-
poration (CNPC) reportedly 
started evacuating some of its 
fields in Iraq, having seen an 
employee snatched amid a wave 
of deadly attacks by Sunni  
insurgents. 

The worker was reportedly 
kidnapped while working at 
the Halfaya oilfield but was 
later released by his captors 
and was undergoing medical 
checks in hospital.

The Chinese company was 
reported to have taken precau-
tionary measures by with-
drawing some of its staff work-
ing at the Al-Ahdab field, 180 
kilometres south-east of  
Baghdad, as the jihadist mili-
tants with the Islamic State in 
Iraq and the Levant (Isis) tried 
to advance on the capital after 
taking over several cities in 
northern Iraq.

There are hundreds of em-
ployees with Chinese oil com-
panies working in Iraq.

Evacuation 
by CNPC

TONYA  ZELINSKY
Moscow

KAZAKHSTAN Oil Minister 
Uzakbay Karabalin said his 
country will have to “grin and 
bear” the continued delays at 
the giant Kashagan offshore 
project, with full-scale 
production not beginning until 
2016, writes Eoin O’Cinneide.

A confluence of problems has 
held back the $50 billion 
Caspian Sea oilfield 
development, with pipeline 
issues recently putting a halt to 
production.

Speaking at a ministerial 
session at the World Petroleum 
Congress in Moscow on 
Tuesday, Karabalin said the 
multiple delays at Kashagan 
have had a “significant impact” 
on the country’s economy, but 
that they would not bring down 

Country must shrug off Kashagan delays

the country’s economy or oil 
industry. “There are clusters of 
delays that need to be resolved,” 
said  Karabalin, speaking 
though an interpreter. Some of 
these include ice conditions for 
much of the year, which 
needing to avoid the hatching 

season for bird populations 
further shortens the operational 
window for the project.

“All challenges got 
concentrated. Last year we were 
really happy with how the wells 
were performing normally,” 
Karabalin said. “But when it 
comes to a very small telemetric 
object — the pipe — it turns out 
to be a complicated problem.”

Kashagan has to order, build 
and assemble large amounts of 
pipeline — all of which will take 
time. “We expect that, until the 
end of 2015, we will probably not 
be able to bring production of 
this deposit to full scale.” 

Karabalin continued good-
humouredly: “We just have to 
grin and bear it, and keep 
working hard.”

Search the archive:

Tengiz
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gulf of mexico

US independent noble energy 
has agreed to buy 50% of Bp’s  
interest in several deep-water  
exploration blocks in the Atwater 
Valley area of the Gulf of Mexico, 
including one prospect where the 
UK supermajor recently had trou-
bles in an early stage of drilling. 

noble will farm in to 17 deep-
water leases, taking a 50% work-
ing interest in 13 and an average 
26% working interest in the other 
four, where the identity of the 
other block partners was not im-
mediately clear.

Financial terms were not dis-
closed.

Among the prospects in the  
exploration package is Bright, an 
Upper and Middle Miocene oil  

target in Atwater Valley Block 362 
that has a total estimated gross un-
risked resource range of between 
90 million and 350 million barrels 
of oil equivalent.

Bp is drilling ahead on Bright 
with the drillship ensco dS-4. 

it is the company’s second  
attempt at drilling a successful 
Bright well after the wellhead on 
the previous effort slipped below 
the mudline.

the operator confirmed to  
Upstream last week that the loss 
of the wellhead occurred during “a 
preliminary stage of drilling”, 
adding that it was “thousands of 
feet from any hydrocarbon  
zone, and did not pose any risk  
to well integrity or the safety of 

the team working there”. Bp re-
spudded the Bright well late last 
month, about two weeks after it 
spud the first, sources said. 

Upstream understands that 
talks between noble and Bp had 
started before the mishap on the 
first Bright well. 

noble identifies “containment” 
as the primary risk at the Bright 
prospect.

the well lies in about 5600 feet 
of water with an anticipated total 
total depth of 13,500 feet. 

Results are expected by the end 
of the third quarter.

noble — headed by chief execu-
tive Chales davidson — said that  
in addition to Bright, “there are 
multiple follow-on exploration  

opportunities” identified on the 17 
acquired leases.

the company is also drilling the 
Katmai prospect in Green Canyon 
Block 40, with results expected by 
the company’s second quarter 
earnings call. it is permitted to a 
total depth of 26,300 feet.

it is also drilling a second well 
at dantzler in Mississippi Canyon 
Block 782. 

the well was spudded  late last 
month and is permitted to just 
over 18,000 feet.

Outlook: Noble chief executive Charles Davidson Photo: BloomBeRg

Noble farming in for BP 
stakes in Atwater Valley
US independent to take share of UK supermajor’s 
interests in 17 blocks in Gulf of Mexico area, including 
Bright prospect where well has been re-spudded

ShAReS in Williams Compa-
nies of the US increased more 
than 18% on Monday after it 
announced plans to buy the  
remaining stake in Access Mid-
stream partners for almost  
$6 billion and merge it with its 
own master limited partner-
ship (MLp). 

Williams said on Sunday 
that it agreed to buy the re-
maining 50% interest in Access 
from fund manager Global in-
frastructure partners for $5.99 
billion. 

it will also buy 55.1 million 
limited partner units in Okla-
homa City-based Access Mid-
stream partners Lp, which will 
raise its ownership to 50%.

Williams already owned 50% 
of the Access general partner, 
and 23% of the limited partner-
ship after a 2012 purchase. 

the deal is expected to close 
in the third quarter of this year.

in conjunction with the pur-
chase, Williams proposed a 
merger between its MLp,  
Williams partners, and Access 
Midstream partners that would  
retain the Williams name. 

the merged MLp would  
become one of the largest and 
fastest-growing MLps in the US, 
with expected 2015 earnings 
next year of about $5 billion. 

it would have positions in 
most major unconventional  
basins, including the Marcel-
lus, Utica, eagle Ford, haynes-
ville and niobrara plays.

the deal will also allow Wil-
liams to drop its remaining 
limited-partner holdings into 
the MLp by the end of this year 
or early next year, finalising its 
transition into a “pure-play gen-
eral partner holding company”.

the $6 billion purchase will 
be made half with equity and 
the remainder with a combina-
tion of long-term debt, revolver 
borrowings and cash on hand. 

Shares 
boost for 
Williams

WeAtheRFORd international 
shareholders have endorsed 
the oilfield services giant’s 
plans to re-incorporate in ire-
land in a drive to cut costs. 

An extraordinary general 
meeting of shareholders in 
Zug, Switzerland endorsed the 
plans first announced in April.

Weatherford said it now  
expected its Swiss-listed stock 
to be suspended on tuesday 
and for it to be taken off the 
commercial register of compa-
nies in Zug on thursday.

the new York-listed drilling 
company also plans to drop its 
listing on the paris Stock  
exchange as part of the cost-
cutting drive.

Under the plans, the compa-
ny is to reincorporate as Weath-
erford ireland, with a registered 
address in dublin and hold its 
first annual general meeting in 
ireland in September.

Switzerland has an effective 
corporate tax rate of about 18%, 
while ireland’s is just 12.5%,  
according to data compiled by 
KpMG.

Weatherford 
goes Irish

LUKE JOHNSON
Houston
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AustrAliA

Anglo-Dutch supermajor Shell is 
set to sell 156.5 million shares in 
Australian player Woodside 
Petrol eum. 

Woodside said on Tuesday that 
Shell was carrying out an under-
written selldown to institutional 
investors, with the total deal ex-
pected to be worth about US$5 bil-
lion.

There is an agreement between 
the two companies that Woodside 
would also carry out a buy-back of 
shares, conditional on the out-
come of the selldown.

Shell is Woodside’s largest 
shareholder, with this deal set to 
slash 19% from the supermajor’s 
holding in the company. Shell’s 

Australian outfit has brought on 
board two investment banks to 
sell about 78.27 million shares in 
Woodside, through an underwrit-
ten selldown at a price of A$41.35 
(US$38.69) per share.

Woodside will also carry out a 
buy-back of 78.27 million shares at 
a price of US$34.24 per share, 
which is expected to be completed 
in early August.

After the buy-back and sell-
down, Shell’s shareholding in the 
company will be below 5%.

Shell chief executive Ben van 
Beurden said the company’s deci-
sion was part of its shift of focus 
in Australia, putting its efforts 
into its directly-owned assets. “It 

doesn’t change our view of Aus-
tralia as an important player on 
the global energy stage, or Shell’s 
central role in the country’s en-
ergy industry,” Van Beurden said.

Shell has been progressively 
selling off its global assets, par-
ticularly in Australia to make its 
balance sheet leaner in the cur-
rent market. 

This deal was anticipated by a 
number of bankers and analysts 
late last year.

Shell sold a third of its Woodside 
holding in 2010, reducing that 34% 
stake to the 23.1% it holds now.

Woodside has recommended 
shareholders vote in favour of the 
buy-back, which chief executive 

Peter Coleman said would deliver 
value.

“This combined transaction is 
an efficient and disciplined use of 
capital and creates value for all 
our shareholders,” Coleman said.

“In parallel, it allows us to opti-
mise the company’s near-term 
capital structure, while maintain-
ing the capacity to continue to 
develop existing projects and 
make additional investments in 
new growth opportunities.

“The combined transaction will 
also increase our liquidity in the 
market and resolve the uncertain-
ty in relation to Shell’s sharehold-
ing that has existed for several 
years.”

Value: Woodside Petroleum chief executive Peter Coleman  Photo: BloomBerg

Shell to sell Woodside 
shares worth $5 billion
Anglo-Dutch supermajor carrying out underwritten selldown 
to reduce its interest in Australian player to less than 5%

MAgnUM Hunter Resources 
has weighed in on the bidding 
war with Drillsearch Energy 
for Ambassador oil & gas,  
increasing its offer price for  
the company, writes Bianca 
Bartucciotto. 

The Texas-based explorer is 
now offering one Magnum 
share for every 23.6 Ambassa-
dor shares, representing a price 
of A$0.381 (US$0.35).

It has also offered Ambassa-
dor shareholders the option to 
take cash instead of Magnum 
stock by participating in a sale 
facility.

Under the deal, Magnum 
stock will be issued to a nomi-
nee who will arrange the sale 
and give the cash proceeds to 
Ambassador shareholders.

Magnum said the new deal 
was a 15% jump on the recent-
ly-announced revised offer 
from Drillsearch Energy for 
Ambassador, Drillsearch hav-
ing announced this week a re-
vised takeover offer.

The takeover deal is now 
worth 1 Drillsearch share for 
every 5.4 Ambassador shares, 
plus A$0.05 (US$0.05) extra per 
share. 

Drillsearch recently took a 
19% stake in Ambassador, 
nudging ahead of Magnum.

Magnum’s new offer is a 95% 
premium on Ambassador’s 
shares as of 23 May, the final 
day before entering into a trad-
ing halt.

“Magnum Hunter is con-
cerned that such actions have 
denied Ambassador sharehold-
ers the opportunity to partici-
pate in the improved (Mag-
num) offer, and have delivered 
control of Ambassador to Drill-
search to the detriment of  
Ambassador shareholders,” 
Magnum said.

Magnum 
raises the 
stakes

AUSTRAlIAn player Santos has 
won an exploration permit in 
Western Australia, on top of 
the permits it recently won in 
the Browse basin. 

The permit area is near the 
existing Ichthys oilfield, where 
Inpex is developing a major liq-
uefied natural gas project.

The block is located off West-
ern Australia just north-west 
of a number of large gas re-
serves.

Japanese partner Inpex 
holds a 40% interest in the 
newly-awarded permit, with 
operator Santos holding the re-
maining 60%.

Inpex said the block will 
help it maximise the potential 
of its Ichthys lng plant in Dar-
win.

Santos earlier picked up two 
permits, WA-498-P and WA-
502-P, in the latest round of 
Australian licensing.

The Ichthys project is set to 
produce 8.4 million tonnes per 
annum of lng capacity from 
the two planned trains near 
Darwin. First production is  
expected in late 2016.

WA permit 
for Santos

BiAnCA BArtuCCiotto 
Perth
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east africa

Pancontinental oil & Gas has 
verified the well results of east 
africa’s first offshore oil discovery 
— the Sunbird-1 well off Kenya.

the australian company said it 
carried out “lengthy analysis” of  
data from the well, which was 
drilled by partner BG Group of the 
UK in Block 10a in the lamu basin.

Pancontinental said the oil col-
umn is 9.2 metres, underneath a 
gas column of 28.3 metres in a 
limestone reservoir in the Sunbird 
Miocene Pinnacle reef.

the company believes the  
results are “highly significant” 
because they prove the presence 
of an oil system in the basin.

However, a company spokes-
man said the find is unlikely to 
change the commercial potential 
of the well. “the previous com-

Discovery: Drillship Deepsea Metro 1 Photo: ODfJeLL DriLLiNG

Partner boost for Sunbird find
Pancontinental 
verifies results of 
well drilled off 
Kenya and hails 
‘technical 
success’ of probe

il & as

Bianca Bartucciotto 
Perth

ment of the (lack of) commercial-
ity of the well still stands,” he told 
Upstream.

However, he added that “it cer-
tainly has changed the potential 
of the basin”, and described it as a 
“technical success”.

Block operator BG previously 
announced it is unlikely it would 
develop Sunbird due to the lack of 

commerciality. analysis of the re-
sults has reportedly been compli-
cated because of the loss of drill-
ing mud, seawater and remedial 
cement.

BG is continuing analysis of the 
well data and will create a plan for 
the area using the results.

Pancontinental chief executive 
Barry Rushworth said this was a 

significant result for the 
region.“We encountered a thick 
and effective seal over the top of 
the reef, which was an initial risk 
for us, and the regional follow-on 
implications of this are truly sig-
nificant,” he said.

“now that we know there is a 
prospective oil system in the 
lamu basin and we know the im-

portant technical details, we are 
in a prime position to explore for 
larger volumes of oil over our very 
extensive portfolio of prospects 
and leads.”

Sunbird-1 —  drilled by the drill-
ship Deepsea Metro 1 — was 
plugged and abandoned. the part-
ners will now discuss follow-up 
exploration activities.
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india

IndIa’s recently-elected govern-
ment, 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.

India is the third-most attrac-
tive destination globally for for-
eign 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 sys-
tems and creating a policy envi-
ronment that is “predictable, 
transparent and fair”, said Joint 
secretary in the Ministry of Petro-
leum & natural Gas, neeraj Mittal 
at the Indian Ministerial session 
at the World Petroleum Congress.

India is also “rationalising and 
simplifying” its tax regime to 
make it “non-adversarial and con-
ducive to investment, enterprise 
and growth”, he said.

International companies are  
allowed to take 100% equity in  
the country’s upstream industry, 

Outlook: Neeraj Mittal, Joint Secretary at India’s Ministry of Petroleum & Natural Gas, at WPC in Moscow Photos: Kaia MEanS

India eyes policy change 
drive to boost oil and gas
Rationalised tax regime and uniform licensing policy among 
issues on agenda as new government works to stimulate 
investment and attract more major international players

IndIa cannot guarantee it will 
launch its next licensing round 
this year, despite already 
reducing by more than 30 the 
number of blocks to be offered 
because of issues related to their 
clearance by various ministries, 
writes Amanda Battersby.

“We are looking at all aspects 
of the rounds up to nelp 9 and 
the experiences up to that 
time... so we may take more 
time. It will take more time,” 
recently appointed Petroleum & 
natural Gas Minister 
dharmendra Pradhan told 
Upstream.

a total of 52 blocks — 16 
deep-water, 16 shallow-water 
and 20 onshore — are now 
proposed to be offered under the 
10th round of the new 
Exploration Licensing Policy 
(nelp 10), together covering 
148,209 square kilometres, Joint 
Secretary in the Ministry of 
Petroleum & natural Gas, neeraj 
Mittal said at the World 
Petroleum Congress.

all necessary statutory 
clearances from ministries 
including environment, 
forestry and defence have been 
approved in principle for these 
blocks, he added.

The government is keen to 
attract a high level of interest in 
its next licensing round and is 
well aware of the issues that 
have hit upstream investment 
levels of late.

One of the challenges India 
has faced when trying to attract 
industry interest has been that 
exploration blocks are currently 
carved out by the directorate 
General of Hydrocarbons (dGH). 

However, the new national 
data Repository will allow  
operators to identify blocks, 
making it possible  to bid on an 
open model approach in future, 
said dGH head B n Talukdar.

Prospective players have also 
had to contend with the lack of 
geoscientific data available on 
India’s sedimentary basins.

Nelp 10 
launch  
on hold

AMANDA BATTERSBY
Moscow

whether it be for exploration for 
oil and gas, production infrastruc-
ture, liquefied natural gas regasi-
fication 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 explor-
ation rights are treated separately. 

“There is a need for a uniform 
policy covering all hydrocarbons,” 
Mittal said. 

“a new policy for award of acre-
ages 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,” he 
said.

Three seismic companies have 
already approached the govern-
ment aiming to carry out multi-
client surveys off India before the 
on-hold nelp 10 round gets under 
way. Upstream understands nelp 
10 will likely now be launched in 
2015.

stepping up the search for con-
ventional and unconventional oil 
and gas is key to helping India re-
duce 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.

“There will very soon be a new 
gas pricing policy,” Petroleum & 
natural Gas Minister  dharmendra 
Pradhan said. The government is 
also working on new legislation to 

deal with the relinquishment of 
upstream assets should explor-
ation 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. 

In the last financial year, OnGC 
Videsh produced 8.357 million 
tonnes of oil equivalent from its 
international assets in countries 
including Russia, sudan, Brazil, 
Venezuela, Vietnam and Colom-
bia, while the target for this  
financial year is 8.155 million toe.

India’s national oil companies 
have to date invested more than 
$21 billion in overseas assets.

a new national energy policy is 
also being drafted for India and 
the government is focusing the 
development of energy-related  
infrastructure. 

India is the world’s fourth larg-
est energy consumer and by 2020 
is forecast to be the world’s third 
largest middle class consumer 
market.

Time: India’s Petroleum & 
Natural Gas Minister 
Dharmendra Pradhan

Approach: BN Talukdar, head 
of India’s Directorate 
General of Hydrocarbons
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