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SEE more

Greater opportunity requires a unique vantage point across your entire enterprise.
Honeywell is more than an industry leader in process automation, we also offer cutting-edge
technology and the services you need to oversee and optimize your plant’s operation. Our
applications go beyond the control system, allowing you to view your plant data in context
as well as integrate other relevant intelligence. Our offerings in cyber and physical security, wireless solutions,
and advanced applications like process modeling and simulation, better optimize your facility while keeping
your people safe. At Honeywell, we can help you see the information you need to make better decisions

faster for increased production, improved business performance and greater profit.

Honeywell

To see more Honeywell solutions, please call 1-877-466-3993 or visit www.honeywell.com/ps

© 2006 Honeywell International, Inc. All rights reserved.
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WHAT DO THESE INDUSTRY LEADERS HAVE IN COMMON?
SERVERS FROM RACKABLE SYSTEMS.
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Market leaders worldwide continue to choose Rackable Systems servers and storage for their data centers.
Why? Our products address the biggest challenges faced in today’s large-scale computing environments:
power, cooling, density and performance.

We are leading the way in thermal management, deploying DC powered systems that consume less energy
and reduce heat output. We've pioneered designs that dramatically increase server reliability and efficiency.
And we've become trailblazers in maximizing data center density with up to 352 cores of today’s fastest
dual-core processors in a single Rackable Systems cabinet.

So don’t wait. Learn more about Rackable Systems’ broad range of server and storage offerings at
www.rackable.com/winningchoice.

rRackable

use AMD Opteron™ Processors systems

©2006 Rac e System shts reserved. Rackable S
1demark or registered trademark of Rackable Systems, Inc. AMD and AMD

ron are trademarks or registered trademarks of Advanced Micro Devi ( 408.240.8300 www.rackable.com
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In Our Experience,

ENERGY
SOLUTIONS
ARE FOUND
BY DRILLING
DEEPER.

At Baker Botts, we have earned a worldwide reputation for

finding legal solutions to upstream oil and gas problems.
We've done it by drilling farther into the problems facing
the energy industry today. Drilling deeper into the projects
we handle. And utilizing proven skill and industry knowledge.

Our lawyers have broad experience and a deep understanding
of structuring upstream projects and joint ventures to help
meet our clients’ business, financing and tax goals. We
represent our clients in connection with leasing and licensing
issues, production sharing contracts, concessions and other
governmental agreements, operating agreements, unitizations,
farmouts, negotiated and auction sales, swaps and other
tax-advantaged structures, as well as the related regulatory,
tax and environmental issues.

In-depth preparation. Across the seven seas.

BAKER BOTTS E

For more details, visit www.bakerbotts.com

DEEPER UNDERSTANDING. BETTER SOLUTIONS.

“Global 0il and Gas Law Firm of the Year,”
2005 and 2006 International Who's Who of Business Lawyers
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General

DOI to assemble royalty policies review panel

The US Department of the Interior is forming an independent
panel to examine royalty policies and procedures on federal and
Indian lands, the federal department announced on Nov. 14.

The Subcommittee on Royalty Management will operate under
the Royalty Policy Committee, an independent advisory board that
the Interior secretary appoints to advise the US Minerals Manage-
ment Service on royalty management and other mineral-related
policies.

“Recently, there has been much interest regarding the accuracy
and effectiveness of the minerals management program within
[MMS],” said C. Stephen Allred, assistant Interior secretary for land
and minerals management.

“We have decided that a review of the procedures and policies
surrounding management of mineral revenue at [DOI] is in order,”
he wrote in a letter to incoming Royalty Policy Committee Chair-
man Daniel Reimer.

MMS attracted heavy criticism earlier this year following the
discovery that price thresholds were omitted from federal deep-
water oil and gas leases issued in 1998-99. Thomas M. Davis (R-
Va.), chairman of the House Government Reform Committee, and
Darrell E. Issa (R-Calif.), chairman of the committee’s energy sub-
committee, have asked the Government Accountability Office for
an investigation.

Allred said that the panel specifically would review:

* The extent to which existing reporting and accounting proce-
dures and processes are sufficient to assure that MMS receives the
correct amount.

* MMS audit, compliance, and reporting procedures to ensure
that lessees comply with existing statutes, terms, and regulations
governing royalties.

* Operations of the royalty in-kind program to assure that ad-
equate policies, procedures, and controls are in place.

Subcommittee members will be announced soon, Allred said.
He added that the group would spend 6 months on its review be-
fore reporting to the full Royalty Policy Committee.

Iraq to boost oil output, develop Al Ahdab field

Iraqi oil minister Hussein al-Shahristani, fresh from a tour of
Asia, said he expects his country to produce 3 million b/d of crude
oil by yearend and, with new investment, some 4.5 million b/d
by 2010.

He said Iraq produced an average of 2.3 million b/d in October,
and exported 1.6-1.7 million b/d despite 2-3 insurgent attacks/
week on the country’s pipelines.

Sharistani has just returned from a tour of Asian countries where
he won support for increased investment in Iraq’s oil industry, in

Oil & Gas Journal
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particular from China and Japan.

In China, he brokered an agreement with the China National
Petroleum Corp. for new exploration rights over al-Ahdab field in
southern Iraq. He said a joint Iragi-Chinese committee will hold
meetings in Baghdad, beginning on Nov. 11, to determine how to
develop the oil field.

In June 1997 China signed a $700 million contract to explore
al-Ahdab over 23 years. Plans originally called for 90,000 b/d of
oil production, but field development was suspended due to UN
sanctions on Iraq and to security problems since the beginning of
the US-led war in 2002.

Al-Ahdab field, in the middle and southern regions of Iraq, has
estimated reserves of as much as 1 billion bbl of oil and is consid-
ered commercially viable, especially because of its proximity to
existing pipelines and refineries.

During Sharastani’s swing through Asia, he also held talks with
Sinopec Group and CNOOC to seek more energy investment in
Iraq once the new Iraqi energy investment law is approved.

In Japan, Shahristani said, the government promised to give a
soft loan of $3.5 billion to help Iraq build a refinery and a floating
loading platform off Basra in the Persian Gulf.

UK still studying 24th-round license bids

The UK government will publish the results of its 24th licens-
ing round “within weeks,” Energy Minister Malcolm Wicks said in
Aberdeen during a conference by the UK Offshore Operators’ As-
sociation. Operators had hoped he would report bid results.

The Department for Trade and Industry (DTT), which issues the
licenses, is carrying out further environmental checks against the
147 applications received from 121 companies, he said. The round
closed June 16 (OGJ, Aug. 7, 2006, p. 37).

A DTI spokesman told OGJ that the agency has sought com-
ments on environmental issues raised by its licenses as stipulated
by the European Union’s recently clarified Habitat Directive.

Baltimore marketer settles EPA tank charges

Carroll Independent Fuel Co. reached a consent agreement with
the US Environmental Protection Agency Nov. 14 in which the Bal-
timore-based heating oil, gasoline, and products distributor agreed
to pay a $284,156 civil penalty and complete a special environ-
mental project at 32 of its facilities in Maryland.

EPA’s regional office in Philadelphia cited Carroll for several un-
derground storage tank (UST) violations including failure to per-
form release detection, meet new UST system standards for spill
and over-fill prevention, provide corrosion protection on metal
piping, investigate a suspected release, report a suspected release,
and perform lint tightness testing.

The alleged violations were documented through multifacility
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IPEBRENT / NYMEX LIGHT SWEET CRUDE US INDUSTRY SCOREBOARD — 11/20
$/bbl
61.00
(0 4 wk. 4 wk.avg. Change, YTD YTD avg. Change,
e200 Latest week 11/10 average year ago’ % average' year ago’ %
58.00
57.00
56.00 .
. Motor gasoline 10,153 9,036 12.4 9,832 9,112 79
100 Distillate 4,472 4,062 10.1 4,154 4,091 1.5
Novs  Nov§ Novio Novis Mo 1s Jet fuel 1,632 1,609 14 1,604 1617 -08
Residual 450 975 -53.8 729 906 -19.5
Other products 5,182 4,625 12.0 4,955 4,861 1.9
TOTAL DEMAND 21,890 20,308 78 21,274 20,587 3.3
WTICUSHING / BRENT SPOT
$/bbl
61.00 Crude production 5,275 4,422 19.3 5,120 5,135 -0.3
60.00 NGL production 2,416 1,565 54.3 2,235 1,733 28.9
o Crude imports 9,722 9,696 0.3 10,247 10,020 2.3
58,00 Product imports 3,296 4,358 -24.4 3,449 3,467 -0.5
Other supply? 1,094 1,130 -3.2 1,091 1,250 -12.7
200 TOTAL SUPPLY 21,803 21,172 3.0 22,141 21,605 2.5
56.00
55.00
54.00 .
Nov.8  Nov.9  Nov.10  Nov. 13  Nov. 14 Crude runs to stills 15,083 14,138 6.7 15,157 15,220 -0.4
Input to crude stills 15,629 14,433 8.3 15,588 15,500 0.6
% utilization 90.2 84.2 — 90.6 90.6 —
NYMEX NATURAL GAS / SPOT GAS - HENRY HUB Latest Previous Same week Change,
— Latest week 11/10 week week' Change yearago' Change %
7.75
7.50
7.25 Crude oil 339,927 333,246 6,681 322,615 17312 5.4
7.00 Motor gasoline 203,703 205,109  -1,406 201,349 2,354 1.2
6.75 Distillate 138,718 141,034 -2,316 126,235 12,483 9.9
650 Jet fuel 40,012 40,376 -364 39,535 477 1.2
o Residual 45,028 43,941 1,087 37974 7054 18.6
Nov. 8 Nov. 9 Nov. 10 Nov. 13 Nov. 14
Light sweet crude, $/bbl 59.88 58.62 1.26 58.69 1.19 2.0
Natural gas, $/MMbtu 776 767 0.09 11.69 -3.93 -33.6
IPEGAS OIL / NYMEX HEATING OIL
7?;%/ 'Based on revised figures. Zncludes other hydrocarbons and alcohol, refinery processing gain, and unaccounted for crude oil.
170.00 3Weekly average of daily closing futures prices.
167.00
164.00
161.00
158.00
155.00
152.00 ;
o —  BAKER HUGHES INTERNATIONAL RIG COUNT:TOTAL WORLD / TOTAL ONSHORE / TOTAL DFFSHORE
3,300
3,000 781
&) 2433
PROPANE - MT. BELVIEU / BUTANE - MT. BELVIEU 2,400
#/gal 2,100
110.00 W
. 1,500
1,200
100.00
95.00 90
90.00 igz S48
85.00 Oct.05 Nov.05 Dec.05 Jan.06 Feb.06 Mar 06 Apr06 May.06 June06 July06  Aug.06  Sept.06  Oct.06
80.00 )
Note: Monthly average count
75.00
Nov. 8 Nov. 9 Nov. 10 Nov. 13 Nov. 14
BAKER HUGHES RIG COUNT: S / CANADA
1,800
NYMEX GASOLINE / NY SPOT GASOLINE! s
¢/gal 1,400
160.00 1,200
156.00 1.000
156.00 i
154.00 569
152.00 s00 —— N e —— 446
150.00
;jﬂ Zﬁ 8/26/05  9/9/05  9/23/05  10/7/05 10/21/05 11/04/05 8/25/06  9/8/06  9/22/06  10/6/06  10/20/06 11/03/06
2 Nov. 8 Nov. 9 Nov. 10 Nov. 13 Nov. 14 9/2/05 9/16/05  9/30/05 10/14/05 10/28/05 11/11/05 9/1/06 9/15/06 9/29/06  10/13/06  10/27/06 11/10/06
"Nonoxygenated regular unleaded. B =
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Your wellbore. Your view.

EarthView.

We’ve always seen things your way.

Take our new EarthView suite of imaging
solutions — a uniquely versatile combination
of technologies and services that allows you
to view your wellbore and the formation in
multiple ways — even in unconventional
environments like coalbed methane and
heavy oil wells.

To help you understand every part of your
formation and wellbore in greater detail than
ever before, our GeoEngineering experts can
interpret images while drilling or post-drilling
to maximize your recovery.

No matter what your application — structural
determination, stratigraphic delineation,
fracture identification, geosteering, borehole
shape and stability — EarthView gives you
unprecedented flexibility with a full spectrum
of near-wellbore imaging capabilities.

So now you can have all the data you need
to optimize recovery wherever and whenever
you need it. With all the robustness you
expect from Weatherford.

EarthView. Just another way we see things
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underground storage tank audits submitted to EPA by Carroll’s au-
ditor after the company entered into a consent agreement and final
order on June 30 to audit all of its facilities for compliance. As part
of the settlement, Carroll neither admitted nor denied liability for

Exploration & Development

Statoil gets stake in deepwater block off Angola

Statoil ASA has signed a production-sharing agreement (PSA)
with Angola’s Sonangol for a 5% interest in deepwater Bock 15/06
off Angola.

The 2,984-sq-km block, in 300-1,800 m of water about 100
km from Luanda, is composed of relinquished parts of Block 15.
These parts were relinquished in 2002, when the exploration pe-
riod of that acreage of Block 15 expired.

The work program for Block 15/06 includes 3D seismic sur-
veys and drilling eight wells in the first 5 years of the exploration
phase.

Chevron strikes gas with wildcat off Australia

Chevron Corp. has made a natural gas discovery with its Clio-
1 wildcat in 3,000 ft of water on permit WA-205-P, 90 miles off
northwestern Australia.

Clio-1, which was completed in September, 20 km northwest
of Gorgon gas field, encountered 623 ft of net gas sands in the
Triassic Mungaroo formation.

Transocean Incs Jack Bates semisubmersible, capable of drilling
in water as deep as 5,400 ft, drilled the well to a TVD of 15,500
ft.

Chevron plans to conduct a 3D seismic survey program, starting
in mid-December, to better determine the potential of the gas find
and subsequent development options.

Total confirms Tunu field extension off Indonesia

Total SA confirmed an extension of Tunu gas field’s southern
zone with a gas discovery between Tunu and Peciko fields off East
Kalimantan.

The Tunu Great South-1 well, drilled in very shallow water 8
km southwest of Tunu field’s southernmost platform, encountered
numerous gas reservoirs on Mahakam block.

Total E&P Indonesia plans a production test and also plans to
drill appraisal wells. The extension could come on stream by 2009,
it said.

Last year, Total said it planned to spend $1.5 billion on gas de-
velopment in Indonesia, much of that on Mahakam block.

Indago has successful well tests off Oman

Indago Petroleum Ltd. subsidiary Indago Oman Ltd. has begun
testing the West Bukha-2A (WB2A) well on Block 8 off Oman, as it
pursues a production target of first-quarter 2008.

WB2A, a sidetrack of the original West Bukha-2 wellbore, pen-
etrated the Shuaiba and Kharaib reservoirs of the Lower Cretaceous
Thamama formation.

The WB2A sidetrack, a result of the drill string parting while
drilling, reached a depth of 4,529 m and was plugged back to
4,383 m after electric wireline logs were obtained.

8
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the violations. The company also agreed to implement a $447,000
environmental project to be determined, to secure significant envi-
ronmental or public health protections, EPA said. 4

— Quick Takes

On the first of two 4-hr flow tests of the uppermost Shuaiba
section of the Thamama, over an open-hole interval from 4,363 m
to 4,383 m, the well achieved an average stable flow rate of 3,524
b/d of 42° gravity oil and 1 MMscfd of gas on a *%u-in. choke at
2,512 psi. This success followed acidization and initial clean-up
period.

On the second test, the well’s flow rate increased to an average
4,392 b/d of oil and 1.4 MMscfd of gas through a *%:-in. choke
at 1,711 psi.

After completing flow testing, Indago, the block operator, will
shut in the well to conduct a pressure build-up survey.

Both the primary reservoir (Mishrif-Mauddud) and secondary
target (Thamama) were encountered higher to prognosis, result-
ing in a longer hydrocarbon-bearing interval in the Thamama than
expected. However, the Shuaiba section of the Thamama was not
previously part of Indago’s audited 2P reserve estimates, plus, the
reservoir has yet to be assigned commercial reserves, Indago said.

It plans to conduct a second flow test in the Mishrif-Mauddud
following the Thamama testing period. Previously, flow rates of as
much as 13.6 MMscfd and 2,910 b/d of condensate have been
obtained in the Mishrif formation, which lies above the Thamama,
in the 1976 discovery well.

PTTEP Bongkot gas well to extend field life

The first exploration well drilled in 8 years on the Bongkot con-
cession block in the Gulf of Thailand, about 600 km south of Bang-
kok, has resulted in an additional natural gas find, said Thailand’s
state-controlled PTT Exploration & Production PLC (PTTEP).

Ton Chan-1X, drilled to 3,442 m TD in a new structure at the
northern section of the block, found gas-bearing sands with 143
m total thickness in the stratigraphic trap.

The company said the well’s results indicate a potential for dis-
covery of additional gas reserves in Bongkot’s production areas.

PTTEP will conduct additional drilling to estimate the petro-
leum reserves there and prepare a development plan for future pro-
duction in due course, said Pres. Maroot Mrigadat.

The discovery will increase production and prolong the life of
Bongkot, which has been on stream since July 1993 and is produc-
ing 600 MMcfd of gas and 19,259 b/d of condensate.

Austral Pacific completes another Cheal B well

Austral Pacific Energy Ltd. on Nov. 7 achieved aTD of 1,866 m
with its Cheal B2 well, the second of four wells to be drilled back-
to-back from the Cheal B site. The program is part of Cheal oil field
development in New Zealand’s Taranaki basin.

This well targeted and intersected the late Miocene Mount Mes-
senger sands over a gross interval of 1,709-1,735 m.

Wireline logs indicate these sands are oil bearing. The logs also
showed that thinly bedded sands from the secondary target—the
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Urenui formation—over a gross interval of 1,278-1,383 m were
oil bearing as well.

Production casing has been run at the Cheal B2 well, and the
Ensign Energy Services Rig 19 is being mobilized to the adjacent
Cheal B3 site. Drilling of the Cheal B3 well is expected to begin by
Nov. 17.

The four wells are expected to produce a combined 1,000 b/d
in first quarter 2007, rising to 1,900 b/d in second quarter 2007
(OGJ Online, Oct. 12, 2006).

Urals Energy granted access to ESPO Pipeline
OAO Transneft has authorized Urals Energy Public Co. Ltd.s Du-
lisma oil field to be connected to the planned East Siberian Pacific
Ocean (ESPO) Pipeline.
Dulisma field, 350 km northeast of Ust-Kut, is expected to pro-
duce 12,000 b/d by yearend 2008, and production is expected to

Drilling & Production

Terra Nova production resumes off St. John’s

Production from Terra Nova oil field resumed Nov. 12, follow-
ing completion of a planned maintenance turnaround on the Terra
Nova floating production, storage, and offloading vessel (OGJ, Sept.
11, 2006, Newsletter).

The FPSO returned to the field Sept. 25 and was reconnected
to its mooring system Oct. 1. Operator Petro-Canada expects Terra
Nova average fourth quarter production to be 33,000 b/d gross.

“Over the course of the fourth quarter, we expect to restart all
the wells and ramp up to peak production volumes in the 100,000
to 110,000 b/d range,” said Bill Fleming, Petro-Canada’s vice-pres-
ident, East Coast oil. “Along with the work done in the turnaround,
the 40 new beds on the FPSO will permit improved inspection
and preventative maintenance programs aimed at reducing future
downtime.”

Regulators approve Suncor’s oil sands projects

Suncor Energy Inc. said the Alberta Energy and Utilities Board
(EUB) on Nov. 14 approved the company’s application to build a
third oil sands upgrader, Voyageur, and approved plans to develop
the Steepbank mine expansion.

Voyageur is the centerpiece in Suncor’s plans to boost oil sands
production to 500,000 b/d by 2012. Suncor plans to begin prepa-
ration for both Voyageur and Steepbank next year.

Meanwhile, work continues on the Athabasca oil sands expan-
sion north of Fort McMurray (OG]J, Sept. 25, 2006, p. 39). With
commissioning targeted for 2008, that expansion is expected to
increase production to 350,000 b/d from 260,000 b/d.

Construction was 65% complete as of Sept. 30. Other work un-
der way includes expansion of Suncor’s in situ operations, with
completion expected in 2007.

In granting Voyageur and Steepbank project approvals, the EUB
outlined several conditions for Suncor. Three conditions specifically
deal with managing tailings: the mixture of water, clay, sand, and
residual bitumen produced during the extraction process. Separate-
ly, Suncor announced 2007 spending plans of $5.3 billion (Can.),
of which $4.4 billion will be dedicated to oil sands.

Oil & Gas Journal / Nov. 20, 2006

Previous Page | Conte

reach 30,000 b/d by 2011.

Urals Energy plans to sell the oil to Pacific Rim consumers,
probably China.

China and Russia are studying construction of an oil pipeline
spur from Skovorodino to the Chinese border. The spur would be
part of ESPO Pipeline connecting eastern Siberian oil deposits with
an export terminal on Russia’s Pacific coast (OGJ Online, Oct. 26,
2006).

Urals Energy said it would soon begin project design work for
the Dulisma-ESPO interconnect, commencing procurement of pipe
and other facilities by April 2007.

The ESPO line, which will be built in phases, is expected to start
delivering oil in mid-2008.

Interim field production prior to connecting Dulisma to ESPO
will continue to be transported to Ust-Kut via a temporary pipeline
operated by an adjoining producer, Urals Energy said. 4

— Quick Takes

Fortune Oil begins CBM drilling in China

A unit of Fortune Oil PLC has begun drilling its first pilot well
on the Liulin Block in the eastern Ordos basin of Shanxi Province,
China. The Ordos basin is one of the world’s largest CBM resource
areas.

Fortune Liulin Gas Co. Ltd., which entered into a production-
sharing contract for development of the coalbed methane (CBM)
block, spudded the FL-EP2 vertical production well on Nov. 7. The
company plans to drill this well to aTD of 1,155 m and take core
samples from coal seams numbers 4, 5, and 8.

A second vertical pilot production well—FL-EP1, targeting 610
m TD—will be drilled later this year.

After the two wells are complete, Fortune will fracture stimulate
Seam 8 in both wells and will monitor production rates of CBM gas
and water over the following months.

More than 70 coal coreholes and several CBM exploration wells
have been drilled in the Liulin Block. The available data indicate that
coal seam thickness, depth, gas content, and permeability appear to
be highly prospective.

Fortune recently completed a joint study with the Shanxi Coal
Bureau to analyze and map this data, which was used to optimize
the locations for FL-EP1 and FL-EP2.The wells should provide sig-
nificant reservoir and production data to assist in certification of
gas reserves on the block, although it will not be possible to prop-
erly quantify the results until second quarter 2007.

The company has procured all necessary environmental permits
for drilling in 2006-07. Further pilot production and slim-hole
data wells are planned for 2007, with the aim of declaring com-
merciality for the block in 2008.

GlobalSantaFe, BHP agree to extend rig contracts

GlobalSantaFe Corp. has signed agreements with BHP Billiton
Ltd. to extend the contracts on two ultradeepwater drilling rigs for
additional 4-year terms. The rigs currently are operating in the Gulf
of Mexico. The combined total value of the contracts is about $1.5
billion. The GSF Development Driller I semisubmersible is sched-
uled to start work under its contract extension in June 2008 and
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continue until June 2012. The contract extension for the GSF C.R.
Luigs drillship is scheduled to begin in September 2009 and end
in September 2013.

Petrofac lifts first oil cargo from Cendor field
Petrofac Malaysia has lifted its first cargo totaling 311,000 bbl
of oil from Cendor oil field on Block PM304 off Malaysia.
The field’s production averages 12,000 b/d of oil, with an es-

Processing

Chevron plans further Pascagoula refinery upgrades

Chevron USA Inc. has applied for an environmental permit to
construct a continuous catalyst regeneration (CCR) unit and sev-
eral other minor units at its 325,000 b/cd refinery in Pascagoula,
Miss.

These projects are to follow the refinery’s $150 million fluid
catalytic cracking (FCC) project, which remains on track to be
completed by yearend and will increase the plant’s gasoline pro-
duction capacity by 10% to 5.5 million gal/day.

The CCR project is expected to further boost gasoline produc-
tion capacity at the refinery by about 15%, adding 725,000 gal/
day. The project will not increase the plant’s crude oil capacity.

The CCR unit would replace two process units constructed
more than 30 years ago, improving the refinery’s ability to provide
reliable supplies of gasoline to key markets in the eastern US, said
general manager Roland Kell.

Chevron has selected WorleyParsons to complete the engineer-

Transportation

Gas find could feed LNG in Papua New Guinea

InterOil Corp.s Elk-1 gas discovery in the onshore eastern
Papuan basin could potentially kick-start an LNG industry in the
country, according to Papua New Guinea Prime Minister Michael
Somare.

He said the project could be a driving force towards the creation
of an industrialized nation.

The facility, proposed by Toronto-based InterOil and interna-
tional investment bank Merrill Lynch last month for a site near Port
Moresby, could be delivering LNG cargos by second quarter 2011
(OGJ, Oct, 23, 2006, p. 32)

Papua New Guinea authorities likely will officially declare Elk-1
a discovery once the technical staff completes a review of drillstem
test data that indicated an open flow potential of 28.5 MMcfd of
gas.

Reserves are reported at 3 tcf of gas.

InterQil intends to drill appraisal wells on Elk and conduct more
exploration on adjoining structures.

Interestingly, Papua New Guinea’s endorsement of Elk coincides
with the increasing unlikelihood that the long-proposed Papua
New Guinea-Australia gas pipeline project will go ahead.

Somare also had a dig at the world’s oil majors when he said
Papua New Guinea needed to be proactive in the development of
its natural resources.

He said the country could not allow supermajors to place the
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tablished peak rate of 16,000 b/d from the H15 and H20 forma-
tions. In October, the company began oil production of 3,500 b/d
from one of the five wells in the field (OGJ Online, Oct. 5, 2006).

Petrofac recently completed the remaining two of the seven de-
velopment wells comprising the field’s first phase.

Petrofac, in a partnership with Petronas, is undertaking detailed
analysis of the reservoir to reevaluate the extent of the estimated
proven reserves. 4

— Quick Takes

ing for the CCR project, for which construction, if approved by
the Mississippi Department of Environmental Quality, would likely
begin in first quarter 2008.

Environmental permitting will run concurrently with Chevron'’s
evaluation process.

Kell said Chevron plans to use appropriate air emission con-
trols, installing best available control technology as required by
the environmental authorities and is also proposing to voluntarily
reduce certain emissions above current requirements. Meetings to
discuss these plans are currently being organized with community
groups.

Meanwhile, Chevron’s FCC project, along with another project
completed earlier this year at the company’s refinery in El Segundo,
Calif., will collectively bring online for Chevron about 1 million
gal/day of additional gasoline manufacturing capacity—a 7% in-
crease relative to the company’s total US refinery gasoline produc-
tion in 2005. 4

— Quick Takes

country’s projects on a list with other targets worldwide and leave
them on the back burner for a decade.

LNG Ltd. moving into Middle East

LNG Ltd., Perth, and Iran’s state-owned National Iranian Oil Co.
(NIOC) have signed a gas supply deal by which NIOC will provide
as much as 530 MMcfd of gas to LNG Ltd.'s proposed LNG produc-
tion project on Qeshm Island, off Iran. NIOC has identified several gas
fields for potential development near the proposed plant.

The project marks LNG Ltd.’s initial move into the Middle East.
The company plans to construct a 3.5 million tonne/year LNG
liquefaction plant at Qeshm, to produce LNG for sale in India or
East Africa.

It will develop the facility in three stages: The first, scheduled to
come on stream in first quarter 2010, will have an annual produc-
tion capacity of 1.15 million tonnes. LNG Ltd. expects financial
close to be reached within a year.

To fast-track the project, the company will immediately select
its preferred site on Qeshm Island.

It will benefit from work already done during the last 18
months on its proposed Padang LNG Project in central Sulawesi,
Indonesia.

Both projects involve similar-sized production trains, construc-
tion techniques, and scheduling and are expected to take 2 years
to build. 4
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How many things in the world cannot be improved?

Instances of perfection are few and far between.

Regardless of how good something may appear, a closer examination can reveal
that a change, however slight, can have quite an impact.

Competitive pressures demand us all to seek constant improvements and this is at the
heart of the technology and consultancy services we offer.

If you'd like to explore the potential improvements that our global operating experience
could bring to your business, let’s talk.

Europe: +31 70 377 2470 Americas: +1 281 544 8844 Asia Pacific: +60 3 2170 3888 www.shell.com/globalsolutions

@ Shell Global Solutions
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NEW et tors ,

NOW AVAILABLE FROM IRI OIL TOOL! Oitindustry public relations

The oil industry needs to improve its
public relations. Three-dollar gasoline,
seventy-dollar crude, forty-billion-dollar
profits. The public feels that it is getting
ripped off, and the politicians are already
talking excess-profit taxes.

When the chairmen of the three larg-
est oil companies sit at a table together

Circulating
Swages

at a pnce to be interviewed on public television to
explain that their profits are in line with
lDWEI’ than other industries, it would appear that
here is collusion.
Shﬂr‘[ term rental Do something dramatic to get the at-
tention of the public!

Ch arges ' ExxonMobil, ConocoPhillips, Shell
all have major refineries in Louisiana,
near New Orleans, which is still a mess.
Each of these majors should donate $1

IRI is now manufacturing high pressure swages with a unique billion to a fund for cleaning up and for
design that allows you to choose the pressure up to the limits of the

casing thread and choose the union or thread for the swaged down
portion. We have in stock and ready for shipment most popular cas-
ing sizes swaged to 1502 union (5000 psi WP through 9 */" & 3000 psi Petrobas
WP through 13 4" & 1500 psi WP through 20"). Each Circulating )
Swage comes equipped with  Iift sub used to lft the swage and America Inc.

protect the union thread. The swage has enough length above seeks a

the thread to allow it to be installed with tongs or tool bars.

LET US YOUR NEXT REQUIREMENT
CALL TOLL-FREE 800-457-4851 FOR PRICE AND DELIVERY GEOPHYSICIST
PRIVATELY OWNED-ETABLISHED IN 1965

to analyze
and process
geophysical data

— to locate
— Ol Tool Division oil and gas
s : . deposits.
Visit our new web site; www.iri-oiltool.com
Email resume to:
P.O. Box 95383 Oklahoma City, Ok. 73143-5389 hrjobs@petrobras-usa.com
Phone 405/632-9783 Fax 405/634-9637 and reference
98-1 job title In subject.
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the reconstruction of New Orleans. They
should engage Halliburton to coordinate
and supervise this work. Halliburton
should operate on a nonprofit basis to
improve its damaged image.

Marathon is large in Louisiana and
Chevron, in Mississippi. They may also
want to join in this venture. But let’s do
something dramatic that the public will
notice and not waste money on newspa-
per ads that very few read.

research center

Additional information on upcoming
seminars and conferences is available
through OGJ Online, Oil & Gas
Journal’s Internet-based electronic
information source at

http:/ /www.ogjonline.com.

NOVEMBER

European Biofuels Forum,

Henry Levkoff Warsaw, 0044 20 7067
0il consultant 1800, 0044 20 7430 9513
New York (fax), e-mail: c.taylor@)

theenergyexchange.co.uk,
website: www.wraconferences.
com/wral12overview. html.
21-22.

PETEX Conference & Exhibi-
tion, Olympia, London, +44
(0)20 7408 2000, +44

e n d a r

(0)20 7408 2050 (fax),
e-mail: petex@pesgb.org.uk,

website: www. pesgb.org.uk.
21-23.

International Symposium on
Protective Coatings, Bombay,
022-25767891, 022-
25723480 (fax), e-mail:
khanna@jith.ac.in. 24-26.

Petrochem Arabia Confer-
ence, Dubai, +44 (0) 1242
529 090, +44 (0) 1242
529 060 (fax), e-mail:

wra(@theenergyexchange.co.uk,

WCbSitCI WWW.WI'(ICOIIfoCHCCS‘
com. 26-27.

Process Industry Maintenance
Summit, Antwerp, 44 207
368 9579,44 207 368
9401 (fax), e-mail: kate.
warren@wbr.co.uk, website:
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WEBCAST
PUBLIC AUCTION

“BID LIVE OR BID ONLINE!”
FORMER ASSETS OF

CONCRETE CONSTRUCTION EQUIPMENT
11:00 A.M., Tues., Dec. 5 .
800 South Route 31,
Crystal Lake, IL (Holiday Inn)

Inspection: Monday, December 4, 8:00 A.M.
- 4:00 P.M., and Morning of the Sale at
14 Prosper Court, Lake in the Hills, IL

e TELE-BELT CONYEYOR
TRUCKS
e CRANE TRUCKS
e TRUCK TRACTORS
e DUMP TRUCKS
e PICK-UP TRUCKS
e STAKE BED TRUCKS
e FLAT BED TRUCKS
e SKID STEER LOADERS

For Complete Inventory or
to Register On-l.me, Go to:

www.greutamerlcun.com
More info?, call: 818-884-3747, ext. 340

Equipment Inquiries:

smagnuson @greatamerican.com

I=": GREATAMERICANGROUP,
WHOLESALE & INDUSTRIAL SERVICES

The Oil&{hs Asser
CLEARINGHOUSE

www.ogclearinghouse com

Hybrid Auction Featuring Simultancous Floor/Internct Bidding

1270 O1L & GAS PROPERTIES

Properties located in: Alabama, Arkansas, Colorado,
Kansas, Louisiana, Michigan, Mississippi, Montana,
New Mexico, No rth Dakota, Oklahoma,
Texas, Utah, Wyoming

Sellers include: Permian Resources, ConocoPhillips,
Legend Natural Gas II, Fasken Oil and Ranch,
Swift Energy, Samson, Carrizo, InFlow Petroleum
and many more

DECEMBER 13, 2006

HousToN, TEXAS

Qualified Bidders Only ® Advance Registration Required
PHONE (281) 873-4600 Fax (281) 873-0055

K.R. OLIVE, JR., PRESIDENT
TX License No. 10777

This notice is not an offer to sell or a solicitation of buyers
in states where prohibited by law.
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Colorado School of Mines

is pleased to announce the appointment of

Dr. Hossein Kazemi as Chesebro’ Distinguished
Chair in Petroleum Engineering.

The Chesebro’ Distinguished Chair was established through the
generosity of Steve Chesebro’, a 1964 alumnus of Colorado School
of Mines, and his wife, Dollie, as the first endowed faculty position
for Mines' Department of Petroleum Engineering.

The appointment as the Chesebro’ Distinguished Chair acknowl-
edges Dr. Kazemi’s outstanding technical expertise, breadth of
international experience, and commitment to teaching business
ethics to students. Dr. Kazemi has over forty years of industrial and
academic experience and was a research scientist and technology
director at Marathon Oil Company Technology Center.

Dr. Kazemi’s technical contributions include ongoing advancements
in quantifying the mechanisms controlling oil and gas production
from naturally fractured reservoirs. His work has involved both
characterization and modeling the dual continuum nature of these
reservoirs, including the combined effect of gravity, capillarity and
molecular diffusion on oil recovery.

Dr. Kazemi is a member of the National Academy of Engineering,
an Honorary Member of the American Institute of Mining, Metal-
lurgical, and Petroleum Engineers (AIME), and a Distinguished
Member of the Society of Petroleum Engineers (SPE).

Colorado School of Mines is an internationally acclaimed public
research university specializing in engineering and applied sciences
related to Earth, Energy, Materials and Environment.

Previous Page | Contents | Zoom In | Zoom Out | Front Cover | Search Issue | Next Page (Mags


http://www.qmags.com/clickthrough.asp?url=www.pesgb.org.uk&id=11832&adid=P13E1
http://www.qmags.com/clickthrough.asp?url=www.greatamerican.com&id=11832&adid=P13A1
http://www.qmags.com/clickthrough.asp?url=www.wraconferences.com/wra112overview.html&id=11832&adid=P13E4
http://www.qmags.com/clickthrough.asp?url=www.wraconferences.com&id=11832&adid=P13E3
http://www.qmags.com/clickthrough.asp?url=http://www.ogjonline.com&id=11832&adid=P13E2
http://www.qmags.com/clickthrough.asp?url=www.ogclearinghouse.com&id=11832&adid=P13A1
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo

OIL&GAS

OURNAL

A leader in systems solutions and technical services in
the United States, Science Applications International
Corporation (SAIC) brings people of all backgrounds
and interests together on projects of mission-critical
impact — ranging from advanced oil and gas solutions to
cancer research and space exploration.

Leon's highly visible and dynamic Business Continuity
Planning project enables his client to continue
uninterrupted business operations in the event of a
major crisis.

IT PROFESSIONALS
TELECOMMUNICATIONS
DATA MANAGEMENT
PROJECT MANAGERS
PETROLEUM ENGINEERS
OiL AND GAS CONSULTANTS

GEOSCIENCE SOFTWARE
APPLICATIONS ENGINEERS

If you have a strong background in the oil and gas
industry, consider a career with SAIC. Like Leon and
more than 43,000 others at SAIC, you'll discover a
culture that thrives on entrepreneurism and innovation.
Join us and make SAIC your company.

We offer a competitive salary, full benefits and growth
potential. To apply, visit www.saic.com/career, and
search for jobs by keyword.

From Science to Solutions
APPLY AT SAIC.COM/CAREER

Equal Opportunity Employer

C a |

www.whr.co.uk/mainte-

nanceeurope/ index.html.
27-30.

IADC Drilling Gulf of Mex-

ico Conference & Exhibition,

Houston, (713) 292-1945,
(713) 292-1946 (fax); e-

mail: info@jiadc.org, website:
www.iadc.org. 28-29.

Power-Gen International
Conference, Orlando, (918)
831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennwell.com,
website: www. pgen. events.
pennnet.com. 28-30.

Ethanol Summit, Houston,
(207) 781-9617,(207)
781-2150 (fax), e-mail:

cgroff@intertechusa.com,

website: www.intertechusa.
com. Nov. 30-Dec. 1.

DECEMBER

+ Annual Energy Caribbean

e n d a r
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Conference, Port of Spain,
+44 (0)20 7017 4037,
+44 (0)20 7017 4981
(fax), e-mail: monique.

quant(@jinforma.com. website:

www.ibcenergy.com/ carib-
bean. 4-5.

Independent Operators Forum,
London, (918) 831-9160,
(918) 831-9161 (fux), e-
mail: registration(@pennwell.

com, website: www.operators-

forum.com. 4-6.

Seatrade Middle East Maritime

Conference & Exhibition,
Dubai, +44 1206 545121,

+44 1206 545190 (fux), ¢-

mail: events@seatrade-global.
com, website: www.sea
trade-middlecast.com. 4-6.

GASTECH International
Conference & Exhibition,
Abu Dhabi, +44 (0)1895
454 59, +44 (0)1895

454 584 (fax), e-mail:
info@pgastech.co.uk, website:

www.gastech.co.uk. 4-7.

Renewable Energy in the
New Low Carbon Britain
Conference, London, +44
(0) 20 7467 7100, +44
(0) 20 7255 1472, e-mail:
info@energyinst.org.uk,

website: WWW.energyinst.org.
uk. 5.

IADC Drilling Gulf of Mex-
ico Conference & Exhibition,
Houston, (713) 292-1945,
(713) 292-1946 (fax); e-
mail: info@jadc.org, website:
www.iadc.org. 5-6.

OSEA International Exhibi
tion & Conference, Singapore,
+44 207840 2139, +44
207840 2119 (fax), e-mail:
osea(@oesallworld.com, web-
site: www.allworldexhibitions.
com. 5-8.

c

PGNIG
e e

Information on the Planned Tender Procedure

Polskie Gornictwo Naftowe | Gazownictwo SA
(Polish Oil and Gas Company)

is pleased to announce a new oil and gas field
development in western Poland. The project will
include the development of sour oil and gas wells,
pipeline gathering system, processing facilities and
product pipelines, The project is planned to be
completed on a turnkey basis by an EPC contractor
chosen through a bidding procedure in accordance
with the Public Procurement Law of Poland

All interested companies are welcome to visit our
website at www. przetargi.pgnig.pl where the official
tender announcementin English may be found

——.
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Flights to over 30 energy capitals. \
Punctual departures from 16 U.S. gateways.

Helping to keep the oil and gas business flowing.

With a global network of over 400 cities,
including Stavanger, Port Harcourt, Doha and " L f h

Bahrain, Lufthansa serves the energy industry There’s no better way to fIy. @ u t ansa
like no other. Visit lufthansa.com/energy - O OO
for information on our oil & energyclub card.
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Turnine your projects
» info reality

—

H
Snamprogetti operates as an internati ain
contractor for the design and imple on of
large-scale projects for:
* production and freatment of hydrocd
* monetization of natural gas (liquef and
conversion);
* bottom-of-the-barrel conversion a
from conventional and unconve
* petrochemicals and chemicals;
* pipelines and sealines;
* power;
e environmental activities;
* infrastructures.

www.snamprogefti.it

jrading
crude oils;

en technologies,
nd subcontractors
s of man-hours not
nfers but also in the
e most remote areas
o to a wealth

Our strength lies in our
experience with supplie
throughout the world, r
only in our engineering
most extreme conditions
at our construction sites thal
of knowledge and expertise.

I
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Common pipeline ground

Christopher E. Smith
Pipeline Editor

Many observers have interpreted
the recent US midterm elections as
reflecting a public grown weary of the
manner in which the nation’s business
is being conducted. Time will tell to
what degree and how broadly this was
actually the case.

In the meantime, business—govern-
mental and otherwise—still needs to
get done, and get done safely.

Bills reauthorizing the Pipeline Safety
Improvement Act of 2002 for 4 addi-
tional years starting in 2007 have been
introduced in both houses of Congress.
The House Energy and Commerce and
Transportation and Infrastructure com-
mittees have reported out, in versions
that will have to be reconciled, reau-
thorization legislation introduced by
Don Young (R-Alas.; OG]J, Oct. 9, 2006,
Newsletter).

In September, Senate Commerce
Committee Chairmen Ted Stevens
(R-Alas.) and Sen. Daniel Inouye (D-
Ha.), the committee’s chief minority
member, introduced legislation reau-
thorizing the Pipeline Safety Act, as the
original law is called. The Senate bill,
still in committee, also increases the US
Department of Transportation’s pipe-
line inspection staffing to 135 from 90,
includes civil enforcement authority
against excavators and pipeline opera-
tors responsible for third-party damage,

Oil & Gas Journal / Nov. 20, 2006

provides grants to states that have dam-
age-prevention programs in place, and
applies DOT standards to all low-stress
pipelines.

Hope for passage

Oil and gas pipeline associations and
safety groups hope to see renewing
legislation passed before Congress ad-
journs. “We remain optimistic that the
bipartisan nature of this legislation will
allow passage during Congress’ current
session,” said Ben Cooper, executive
director of the Association of Oil Pipe
Lines, adding that pipeline safety is a
“universal good” and as such would
merit the prompt attention of the next
session even if no agreement can be
reached with the current Congress.

Despite the progress made toward
reauthorization over the course of the
year, however, concern has emerged
that the current session of Congress
might not pass pipeline safety legisla-
tion before the end of its term and that
the effort to do so might stall.

New leaders in the House and Sen-
ate might seek new approaches to the
regulatory oversight of industries such
as oil and gas pipelines. New relation-
ships will need to be built and new
trust established.

Even in purely practical terms, it
would be easier to pass legislation
already advanced than start the process
over in 2007. But if renewal of the
Pipeline Safety Act does have to wait
until the next congressional session, the
groundwork is in place.

In testimony before the House Sub-
committee on Energy and Air Quality,
Katherine Siggerud, director of physi-

cal infrastructure issues for the non-
partisan Government Accountability
Office, said, “The overall framework
laid out in the Pipeline Safety Improve-
ment Act is improving the safety of gas
transmission pipelines.” She noted that
incremental improvements rather than
major restructuring were all that the act
required.

Initial results of inspections com-
pleted by the Pipeline and Hazardous
Materials Safety Administration and
states under the Pipeline Safety Act
show that operators are “doing well in
implementing the assessment and repair
requirements of [PHMSA's] integrity
management program,” according to
the GAO, which also noted that docu-
mentation of program processes need
to improve.

Inspections completed

As of June 2006, PHMSA had com-
pleted 20 of 100 inspections scheduled,
with states having completed 117 of
670 as of January 2006.The remaining
inspections are expected to be com-
pleted by 2009, within the term that
would be covered by renewed pipeline
safety legislation, according to the GAO
report entitled “Integrity Management
Benefits Pipeline Safety, but Consistency
of Performances Measures Should Be
Improved.”

Pipeline operators, regulators, and
legislators will doubtless find many
bones of contention in the years ahead.
Finding common ground surrounding
the safety of their shared customers and
constituents could provide the begin-
nings of the cooperation that will be
required to face whatever other hurdles
await them. 4
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Climate pressure tactics

As though uncertainty over promised benefits
didn’t provide reason enough to be skeptical, cli-
mate alarmists are undermining their agenda with
pressure tactics designed to squelch rather than
win arguments. By now, futility of the clumsily
fabricated Kyoto Protocol is obvious. Repeated
claims about a “consensus” of scientists have
degenerated into discredited propaganda. And
former US Vice-President Al Gore’s sermons about
the moral imperative of believing whatever he says
about global warming speak for themselves.

By nature, however, zeal never rests. A portion
of humanity has convinced itself that people are
warming the climate dangerously. So it demands
that all of humanity change behavior. It declares
scientific arguments to have been settled in its
favor and rejects suggestions to the contrary as
apostasy. It scoffs at precautionary suggestions that
differ from its own.

These are not the persuasive activities of groups
comfortable with the logic of their position. They
seem, in fact, desperately manipulative. And they
characterize two decades of global warming politics.

New gambits

Most visible in a new round of pressure gam-
bits is a report by Nicholas Stern, head of the UK
Government Economic Service and former chief
economist of the World Bank. The report claims
that failure to act on climate change will generate
costs and risks equivalent to at least 5%/ year of
global gross domestic product, “now and forever,”
and perhaps 20%/year or more. And it says the cost
of avoiding the worst effects of climate change,
requiring cuts in greenhouse-gas emissions of 25%
between now and 2050 “and perhaps much more,”
can be held to 1%/year of global GDP.

Who wouldn’t invest 1%/year of economic
output to avoid 20%/year of cost? But the deal’s
not that good. Critics of the 575-page Stern Report
point to flaws, including reliance on worst-case
assumptions about climate change, problems with
cost estimates, and sparse attention to the possible
benefits of climate change and to remediation strat-
egies other than forced cuts in carbon emissions.

Hard on the heels of the Stern Report came a
proposal from French Prime Minister Dominique
de Villepin that the European Union impose a
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carbon tax on imports from countries rejecting
international efforts to cut greenhouse-gas emis-
sions. The blending of policy imperialism with
protectionist greed is clever. It probably deserves
sacramental status in Gore’s moral scheme.

More insidious is an effort in the US to force
regulation of greenhouse gases as air pollutants un-
der the Clean Air Act (CAA).The Supreme Court soon
will hear arguments in a case challenging the US
Environmental Protection Agency'’s refusal to regulate
emissions of greenhouse gases as CAA pollutants.
Environmental groups, the governments of 12 states,
and three cities want EPA to impose the regulation
under a section calling on the government to act on
“any air pollutant” that can “reasonably be anticipat-
ed to endanger public health or welfare.” EPA says the
authority doesn't apply to greenhouse gases.

The plaintift’s argument asserts its conclusions.
Contrary to alarmist propaganda, the question
about climate-change danger to public health re-
mains open. And equating CO,, a natural substance
essential to life, with pollutants addressed by CAA
is spurious. Plaintiffs are trying to accomplish in
court what they haven’t achieved in politics. Char-
acteristically, they're also trying to foreclose debate
on the need for costly remedy and on policy op-
tions that differ from the mandates and taxes they
favor.

Kyoto alternative

A Kyoto alternative received support Nov. 14
in a press briefing by Margo Thorning, managing
director of the International Council on Capital
Formation. Thorning called the Asia-Pacific Part-
nership on Clean Development and Climate (APP)
preferable to Kyoto, in part because it allows for
economic growth. Signed last year by India, China,
South Korea, Japan, Australia, and the US, the APP
relies on technological development, technical
transfer, and international consensus. Thorning
cited a recent study done for ICCF that concluded
the APP can outperform Kyoto in cuts of global
greenhouse-gas emissions.

To alarmists, however, emissions cuts unassociated
with the manipulation of people by governments
seem not to matter. If alarmists have their way, in fact,

prospects for such cuts will receive no attention at
all. 4
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Oil & Gas Journal’s semiannual
Worldwide Construction Update re-
ports on refining, petrochemical, LNG,
gas processing, gas-to-liquids, sulfur
recovery, and pipeline projects. For the
first time, this edition of the update
separates LNG from gas processing into

a category of'its own. The gas-to-liquids

category includes other related projects
such as coal gasification.

would minimize associated emissions.
Motiva would utilize advanced technol-
ogy in all new installations and replace
existing systems to cut emissions per
barrel from refinery operations.

“We are confident that the market
fundamentals will support an expan-
sion of our US refining capacity. Adding
325,000 b/d of refining capacity would
be the equivalent of building a new re-
finery” in the US, said William B.

JGJ update: Advances in downstream

piojects create survey cateqgory changes

Welte, Motiva president and chief
executive officer.

Construction will begin in
2007 with the expanded capacity
to come online in 2010. The proj-
ect would make the Port Arthur

Leena Koottungal
Survey Editor

SPECIAL

Specific project details such as cost,
status, completion date, and contrac-
tor information included in the report
come from an intensive industry survey.

Refining

Plans have been announced for new
refineries in the Middle East, South
America, and Eastern Europe. Expan-

N

Worldwide Construction Update
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sions and upgrades are planned in the
US, Mexico, Greece, and Asia. Several
new and expanded coking units also ap-
pear for the first time in this report.
Motiva Enterprises LLC is in the
engineering stages of a 325,000-b/d
expansion of its 285,000-b/d refinery
in Port Arthur, Tex. While the expan-
sion would notably increase refining
capacity, modern design and technology

refinery the largest in the US (OGJ
Online, May 8, 2006).
Sinclair Oil Corp. is in the engi-
neering stage of a project to construct
a 30,000-b/d delayed coker at its
60,000-b/d refinery in Tulsa. The unit
will begin operating in 2009.
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OGJ subscribers can down-
load free of charge the
2006 semiannual World-
wide Construction Update
at www.ogjonline.com by
clicking on OGJ Subscriber
Surveys under Online
Research Center. This link
also includes previous edi-

tions of the update.
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Construction progresses on the 400,000-tonne/ year propylene plant in Yanbu by NatPet. The plant will begin operating by yearend 2007. Photo from Lurgi
AG.

In Gujarat, India, the Reliance Pe-
troleum Ltd. refinery will install a new
eight-drum delayed coking unit as part
of the Jamnager Export Refinery Project.
It will be the largest delayed coker in
the world, according to Foster Wheeler,
and is to commence operations in
2008. Foster Wheeler received a process
and detailed engineering contract for
the coker.

Saudi Aramco plans two 400,000-
b/d refineries, one in Yanbu and a twin
plant in Jubail, to be completed in
2011.

Meanwhile, Petroleos Mexicanos (Pe-
mex) plans to upgrade Mexico’s oldest
refinery near Minatitlan in Veracruz. The
upgrades for the 194,000-b/d refinery
will allow additional heavy, high-sul-
fur oil to be refined and will increase
production of low-sulfur gasoline and
middle distillates.

Oil & Gas Journal / Nov. 20, 2006

Petrochemical

The Middle East dominates petro-
chemical activity with new and expan-
sion projects.

Saudi Kayan awarded an engineering,
procurement, and construction (EPC)
contract to KBR for a 1.35 million-
tonne/year (tpy) olefins plant in Jubail
Industrial City. Saudi Kayan is a partner-
ship of Saudi Basic Industries Corp. and
Kayan Petrochemical Co.

In the UAE, Abu Dhabi Melamine
Industry Co. is planning an 80,000-
tpy melamine project in Ruwais. The
project’s estimated cost is $260 million
with completion scheduled for first-
quarter 2009. Also, Abu Dhabi Polymers
Co. Ltd. is planning a polyethylene and
polypropylene unit, both expected to be
completed in 2010.

Elsewhere, Shell Eastern Petroleum
Pte. Ltd. has awarded a contract to
ABB Lummus Global and partner Toyo
Engineering Corp. for a world-scale

800,000-tpy ethylene cracker on Bu-
kom Island, Singapore.

The contract covers engineering,
procurement, and construction man-
agement for the cracker, which will
use ABB Lummus’s proprietary liquid
feedstock steam cracking technology.
Construction is to begin in 2007. Start-
up is due in 2009-10.

Currently under construction is a
Group III lubricant base oil plant within
the Petronas refinery complex in Mela-
ka.The first of its kind in Malaysia and
Southeast Asia, says the company, the
plant will be able to produce 300,000
tpy and is to be completed in 2008.

In US construction, US BioEnergy
completed its ethanol plant in Wood-
bury, Mich., in September. The new, 50
million gal/year plant is the third of its
kind in Woodbury.

LNG

LNG construction projects are grow-
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Worldwide Construction Update -

CB&I is building an LNG terminal in Xiuyu, Fujian Province, China, for CNOOC Fujian LNG Co.The terminal has Phase I capacity of 2.6 million

tonnes/ year with Phase II expansion under planning. The terminal is to begin operating in early 2008. Photo from CB&I.

ing in number worldwide.

In June, the US Federal Energy Regu-
latory Commission approved several
LNG terminal projects.

Cheniere Energy received approval to
expand capacity at the Cameron Parish,
La., terminal, currently under construc-
tion, to 4 bcfd from 2.6 befd. Also, Che-
niere received authorization to build a
3.3-bcfd terminal in Cameron Parish, to
be completed in third-quarter 2009.

For Jefferson County, Tex., near Port
Arthur, FERC approved a 3-bcfd termi-
nal for Sempra Energy. The project will
cost $600 million and is to be complet-
ed in 2009. BP PLC’s 1.2-bcfd Crown
Landing terminal in Logan Township,
NJ, also received approval.

Dominion Cove Point LNG and
Statoil ASA began construction in Octo-
ber on the expansion at Cove Point on
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Chesapeake Bay in southern Maryland.
Completion of the project targets fall
2008.

Elsewhere, China and EurOrient
Financial Group signed an agreement
in September to construct an LNG
terminal in Rizhao City in Shandong
province with an initial import capacity
of 1.5 million tpy. Construction of the
$965-million terminal is to begin in
first-quarter 2008.

LNG projects are in planning and
engineering stages in Australia, France,
and the Netherlands.

Gas processing

Energy Transfer Partners LP is plan-
ning a gas processing plant in Johnson
County, Tex., to handle gas produced
from the Barnett shale and connect with
the partnership’s pipeline system. The

project consists of two phases: Phase I
will be operating by the end of No-
vember and consists of a 115-MMcfd
cryogenic gas plant. A 170-MMcfd
cryogenic gas plant, planned for Phase
11, will be completed by the end of June
2007. Project cost is $65 million.

Meanwhile, Inter Pipeline Fund plans
to expand its Cochrane ethane plant
west of Calgary to 80,000 b/d from
65,000 b/d. Upon regulatory approval,
the project is to be completed by year-
end 2008.

The In Amenas natural gas project in
southeastern Algeria started production
in May (OGJ Online, May 8, 2006).
Production is to build to 9 billion cu
m/year of gas over the next several
months. The project is a joint venture of
Sonatrach and Statoil ASA.
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Connecting Competence

Decades of strategic acquisition and successful integrations made
Siemens a company with unparalleled offerings for the oil and

gas industry. Today, Siemens delivers even the most comprehensive
solutions from a single source, encompassing compression and
pumping, power generation and distribution, water management,
automation and control, industrial IT and life-cycle services.

Combining our competence and strengths, we can together achieve
the winning performance to get ahead—and stay there.
www.siemens.com/oil-gas

Solutions for the Oil & Gas Industry SI E M E N S
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GTL, other gas

In June, the $950-million Oryx
gas-to-liquids plant was inaugurated
in Qatar (OG]J Online, June 7, 2006).

It is the first commercial GTL plant in
the world and utilizes the proprietary,
low-temperature Sasol Slurry Phase
Distillate process, which is based on
Fischer-Tropsch technology (OGJ, Mar.
14,2005, p. 18).

The plant will convert 330 MMcfd
of lean gas from Qatar’s North gas field
into 34,000 b/d of ultralow-sulfur
diesel, 24,000 b/d of diesel, 9,000 b/d
of naphtha, and 1,000 b/d of LPG.

In Spreetal, Germany, the Siemens
Power Generation Group plans to build
a large-scale coal gasification plant. The
plant will have more than 1,000 Mw
thermal capacity and is scheduled for
completion in 2009.

GE Energy & Bechtel Power have
agreed with American Electric Power to
proceed with the front-end engineering
and design of a 630-Mw coal gasifica-
tion plant in Mason County, W.Va. The
FEED work is to be completed in mid-
December. GE and Bechtel also signed a
FEED agreement with AEP in September
2005 for a 600-Mw coal gasification
project in Meigs County, Ohio.

Sulfur

Kuwait National Petroleum Co.s
tail-gas treating unit is currently under

Construction includes 6 miles of 30-in. pipeline on
the Northeast ConneXion-NY/NJ natural gas ex-
pansion project by Tennessee Gas Pipeline, subsidiary
of El Paso Corp. Photo from EI Paso.

construction in Shuaiba, Kuwait. Project
cost is $54 million.

Worley Parsons is working with
several sulfur projects in the engi-
neering stage. A Claus project in Ni-
zhnekamsk, Russia, will process 880
tonnes/day of sulfur from refinery
acid gas. A similar project is being
completed for Statoil in Mongstad.
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Worldwide-Construction Update

More sulfur projects in the engineer-
ing stage are in Italy, Canada, and other
locations.

Pipeline

In May in the US, Oneok Partners
and Williams formed a joint venture,
Overland Pass Pipeline Co. LLC, to
construct an NGL pipeline from Opal,
Wyo., to Conway, Kan. The pipeline will
transport 110,000 b/d with an expand-
able capacity of 150,000 b/d.

The route spans from higher to
lower elevations, requiring only one
pump station and minimizing operat-
ing costs, according to the partners.
Construction of the 750-mile, 14- and
16-in. pipeline is to begin in summer
2007, with start-up scheduled for early
2008.The project cost is about $450
million.

Energy Transfer Partners is plan-
ning a 36-in. expansion connecting the
Barnett shale to its Texoma pipeline.
Pipelay will include 27 miles of 30-in.
pipe and 108 miles of 36-in. pipe at an
expected cost of $300 million.

In Canada, Pacific Trail Pipelines LP,

a partnership of Pacific Northern Gas
Ltd. and Kitimat LNG, plans a 292-
mile natural gas transmission pipeline
between Kitimat and Summit Lake, BC.
The project will cost $1.2 billion and
will begin operating in late 2009. 4

Elections jostle the outlook for US energy issues

Nick Snow
Washington Correspondent

Energy remains firmly on the na-
tional agenda following Nov. 7 congres-
sional elections in which Republicans
received what US President George W.
Bush described as “a thumpin’.”

At a White House briefing on Now.

8, Bush said debate on the subject must
continue.

“Dependency on foreign oil is a
national security and economic security
problem, and it’s a problem that re-
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quires bipartisan cooperation,” he said.
“I know the Democrats are concerned
about this issue, as am I.”

Democrats want to repeal tax breaks
the oil and gas industry has received,
Rep. Nancy Pelosi (D-Calif.), who
becomes speaker of the House, told
one interviewer after the election. She
was not more specific, but the House
Democratic Leadership web site lists
“$33 billion in tax breaks and subsidies
for Big Oil.”

Tax breaks

These include $4 billion of provi-
sions in the Energy Policy Act of 2005
and $8.6 billion of “tax loopholes,”
which two House bills, HR 5218 and
HR 5234, aim to close.

The first bill, which Rep. Jim Mc-
Dermott (D-Wash.) introduced on Apr.
27, would make oil and gas companies
ineligible for reduced tax rates related
to exports enacted in 2004 for domes-
tic manufacturers after the World Trade
Organization ruled previous provisions,
which did not include the oil and gas
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TO PROFITABILITY *
Technology

developer/operator —
real-world experience
translates into
real-world profitability

Optimum productivity -
highest petcoke
throughput

of any gasifier

HF alkylation - as safe
or safer than sulfuric
with better economics

Sulfur reduction to
10 ppm or less, meeting
and beating mandates

Higher throughput,
superior yields -
world’s leading
delayed coking
technology

Proven efficiency — 54%
of coal gasified for power

in U.S. uses our process

FROM PROBLEM =i

Wanttolgetifrom problem to solution to profitability? Pick the brains with hands-on ¢

d leading technology developer and owner-operator, we have the head for process technologies. The mindset and
practical knowledge to link science and theory to ultimate value. At ConocoPhillips, our years of solving problems and
setting industry standards equal powerful competitive advantages for you. Tangibles like productivity, performance,
profit. Not to mention peace of mind. All from years of investing in R&D. From testing and commercially proving our
processes ourselves, in our own operations. Helping you squeeze the most out of yields, costs, safety, and environmental

performance. And that’s just smart business. So pick the brains behind the body of work that’s unparalleled. Choose the

company, the technologies, the know-how the industry seeks. ConocoPhillips. Performing today. Preparing for tomorrow.

Enjoy solving challenges? Ph .I I ° For help getting your solution on-line, e-mail
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WarcHING GOVERNMENT

Nick Snow, Washington Correspondent

Meantime, back

in the states...

orth Dakota Gov. John Hoeven

became chairman of the Inter-
state Oil & Gas Compact Commis-
sion at the group’s annual meeting
in Austin in late October and im-
mediately announced several objec-
tives. They include an initiative to
continue emphasizing states’ roles in
national energy policies and security,
continued efforts to reduce energy
manpower shortages, and support for
Wyoming Gov. Dave Freudenthal’s oil
price differentials task force.

“The United States is the major
supplier of natural gas and oil to the
United States. We often lose sight of the
abundant natural resources existing in
this country and their huge importance
to our citizens,” Hoeven said.

Freudenthal’s task force is exam-
ining price anomalies in the Rocky
Mountains and Northern Plains.

“The price differential has resulted in
creating unnecessary uncertainty for
mineral owners and companies that
are willing to explore and produce in
our part of the country,” said Hoeven.
The task force is expected to have

a report prepared by the end of 2006.

Four resolutions

Four resolutions came out of the
meeting of officials from 37 states.
The first called for an energy policy
that would provide access to federal
lands, support and encourage re-
search and development, enhance the
oil and gas transportation infrastruc-
ture, and support each state’s right to
oversee oil and gas regulation.

IOGCC noted that domestic gas
demand is expected to increase 60%
by 2020 and that currently inac-
cessible acreage contains more than
65% of the country’s undiscovered
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onshore oil resources and 40% of its
undiscovered gas.

The group’s second resolution urged
the US Department of Energy to sup-
port regulations that enable the devel-
opment of safe carbon dioxide storage
in underground geologic formations. It
also urged the US Environmental Pro-
tection Agency to work with IOGCC in
its carbon capture and storage efforts.

Under the third resolution, IOGCC
said it plans to continue helping the
oil and gas industry meet its labor
needs, an effort that began with a
task force Hoeven led.

Plugging orphan wells

The fourth resolution urges
Congress to establish funding for
the reclamation of orphan wellsites.
Unplugged abandoned wells and
associated facilities can cause pollu-
tion and other hazards, and states that
already have established programs to
plug them receive no federal help.

IOGCC also released its 2006 re-
port on marginal wells, which it said
accounted for nearly 17% of the oil
and 9% of the gas produced onshore
in the US during 2005. Marginal gas
wells produced more than 1.76 tcf
last year as average daily production
reached a 10-year peak.

The report noted that research
remains important to these wells’
continued productivity and that ap-
propriations committees in the US
House and Senate proposed elimi-
nating oil and gas research in DOE’s
Office of Fossil Energy.

“The small independent producers
who operate marginal wells many times
do not have the means to conduct their
own research,” IOGCC Executive Direc-
tor Christine Hansen said. 4
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industry, were protectionist. McDer-
mott’s bill was referred to the Ways and
Means Committee, which did not act
on it.

The second bill, HR 5234, aimed
to repeal Energy Policy Act provisions
relating to temporary expensing of oil
refining equipment, determination of a
small-refiner exception to the account-
ing for depletion on oil production, and
amortization of geological and geo-
physical expenses. It was introduced by
Rep. John B. Larson (D-Conn.) on Apr.
27 and referred to the Ways and Means
Committee, where it was not acted
upon.

The Democrats also propose repeal
of deepwater royalty relief, which they
say would save taxpayers up to $20 bil-
lion over the next 25 years. Deepwater
royalty relief became controversial ear-
lier this year when it became apparent
that price thresholds were omitted for
leases issued during 1998-99.

Shortly before the election, House
Government Reform Committee
Chairman Thomas M. Davis (R-Va.)
and Energy Subcommittee Chairman
Darrell E. Issa (R-Calif.) announced that
the Government Accountability Of-
fice agreed to investigate the Minerals
Management Service’s handling of the
federal deepwater leasing program.

Their likely successors when Demo-
crats take control of the House in
January—Henry A. Waxman (Calif)
and Diane E. Watson (Calif.), respective-
ly—probably will try more aggressively
to recover royalties lost as a result of
the omission of price thresholds. They
probably will try to repeal deepwater
royalty relief.

Biggest casualty

Among advocates of federal oil and
gas leasing in the House, Resources
Committee Chairman Richard W.
Pombo (Calif’) led the list of election
casualties.

As he tried to convince voters that
greater access to domestic oil and gas
resources was as important as develop-
ing solar, wind, and other alternatives,
Pombo fought to preserve the House’s
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Ushering in an Era of IGCC-Generated Power

JGC has designed, constructed and test run Japan's first new IGCC plant, remarkable for a short
nine months from mechanical completion to commercial operations. The project is distinguished
also by the full range of tasks performed by the company in providing all of the plant's major units,
The IGCC plant features JGC's advanced control technology for integration of the gasification
process and the combined cycle unit. Process load is adjusted in accordance with frequent change
in electric power demand, and with no syngas flare. Though its engineering eipertise, JGC
has brought an innovative approach to IGCC as an emerging and highly promising technology,

*IGCC: Integrated Gasification Combined Cycle

: | 8 il I|4 i | Engineering for the Cuality of Human Life

2-3-1 Minato Mirai, Nishi-ku, Yokohama 220-6001, Japan Phone 81.45.682.1111 Fax B1.45.6B2.1112 www.Jgc.co.jp

Why not pursue an exciting opportunity with JGC?! Please see the following URL for current openings.
CAREER OPPORTUNITIES: http://www.jgc.co.jp/en/
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A

aggressive approach to Outer Continen-
tal Shelf leasing and resisted the Senate’s
more modest proposal.

His departure, along with the likely
assumption of the committee’s chair-
manship by Democrat Nick J. Rahall
(W.Va.) in January, removes most of
the resistance to the Senate bill, which
concentrates on the eastern Gulf of
Mexico and has the support of Florida’s
senators.

Resource Committee activities po-
tentially affecting oil and gas the past
few years were not confined to leasing
of the OCS and Arctic National Wildlife
Refuge coastal plain. Cathy McMor-
ris Rogers (Wash.) led a task-force
review of the National Environmental
Policy Act, which held seven hearings
and issued 20 recommendations on
Sept. 20. She was reelected but likely
will become chief minority member if
Democrat Tom Udall (NM) decides to
pursue the matter further.

Pombo became the target of envi-
ronmental groups after he pushed a
bill that they felt would have gutted the
Endangered Species Act. One such orga-
nization, Defenders of Wildlife, opened
a political headquarters in Pombo’s
district last spring from which almost
2,000 volunteers were sent to knock on
the doors of 76,000 voters’ homes, po-
litical director Mark Longabaugh said.

Defenders of Wildlife opposed Pom-
bo’s stands on drilling off California’s
coast and in ANWR, according to Long-
abaugh. “The combination of those
positions with money he’d taken from
the oil and gas industry was a detriment

|EA: Fossil energy to dominate market

Doris Leblond
OGJ Correspondent

Fossil fuels will dominate the energy
market through 2030 as oil’s share slips
to 33% from 35%, according to the
International Energy Agency’s World
Energy Outlook 2006.

The report said the reliance on

28

to him,” he told OG]J.

His group, the Sierra Club, and other
environmental organizations worked
against 26 incumbents. “But Pombo
was our main target. A large percentage
of our efforts went toward defeating
him,” Longabaugh said.

New committee chairs

When the 110th Congress convenes
in January, the House Energy and Com-
merce Committee chairmanship will
move from Republican Joe Barton of
Texas to John D. Dingell of Michigan.
While Democrats can be expected to
aggressively promote alternative motor
fuels, Dingell probably will temper
many of the ideas because he comes
from Detroit and is receptive to auto-
makers’ concerns.

One Energy and Commerce Com-
mittee member who pushed important
legislation last session won't be back
in 2007. Rep. Charles H. Bass (R-

NH), who spearheaded a bill aimed at
expediting new-refinery construction,
lost his reelection bid. The bill passed
the House and got as far as the Senate
Energy and Natural Resources Commit-
tee, where it received no more than a
polite hearing.

Democrat Jeff Bingaman of New
Mexico will become Energy and Natural
Resources chairman in the Senate, trad-
ing jobs with Pete V. Domenici, who
will become chief minority member.
While the two worked closely on many
oil and gas issues, a major difference
emerged the past few months as Bin-

fossil fuels prevails both in a refer-
ence scenario, where current policies
remain the same, and in an alternative
policy scenario where governments
act strongly to create “an energy future
which is clean, clever, and competitive,”
but at a lower level.

In the reference scenario, oil demand
would grow by 1.3%/year during

gaman pushed for more discussions of
climate change. Those discussions can
be expected to move to the foreground
in January.

Bingaman also did not like aspects
of the OCS leasing bill that the com-
mittee approved and the Senate passed,
but it’s not likely he will try to undo
the measure. It was a carefully devel-
oped compromise that eventually won
the support of Florida’s senators, who
previously opposed any activity in the
eastern Gulf of Mexico.

More fireworks are likely in the En-
vironment and Public Works Commit-
tee, where Republican James M. Inhofe
(Okla.) will surrender the chairman-
ship, following the lame duck session,
to Democrat Barbara Boxer (Calif.).
James M. Jeffords (I-Vt.), the current
chief minority member, is retiring at
the end of the year.

In other major House oil and gas-
related races, Rep. Heather Wilson (R-
NM) was ahead of her Democratic chal-
lenger, Patricia A. Madrid, by more than
1,300 votes but had not been declared
the winner at this writing. Thelma Drake
(R-Va.) received 51% of the vote in her
coastal district, which would be most
directly affected if the state supports oil
and gas leasing off its coast.

And Rep. John E. Peterson (R-Pa.),
one of the principal sponsors of the
House’s offshore leasing bill in 2006,
was handily reelected. His return as the
leading proponent of increased natural
gas leasing on the OCS will make the
issue difficult to ignore even in a House
controlled by the Democrats. 4

through 2030

2005-30—broadly in line with gross
domestic product—averaging 1.7%

in 2005-15and 1.1% in 2015-30. It
would reach 99 million b/d in 2015
and 116 million b/d in 2030, up from
84 million b/d in 2005.

Sources of demand
Over 70% of the oil demand increase
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will come from developing countries
where economic growth, the main
driver of oil demand, is highest. De-
mand rises more slowly in developed,
Organization for Economic Cooperation
and Development member countries,
especially in Europe and the Pacific re-
gion, but the report notes “the absolute
increase in North America—>5.9 million
b/d over the Outlook period—is the
second largest over any region because
it is already by far the largest consum-
er.”

The share of natural gas also rises,
but grows less than projected in the last
Outlook due to higher prices. However
gas demand grows faster than coal,
which sees the biggest fossil fuel de-
mand increase in absolute terms, but it
does not overtake it before 2030.

The main demand for oil to 2030
will be from the transport sector, which
rose to 47% in 2004 from 35% in
1980. It is projected to increase to 52%
in 2030. Although biofuels are expected
to make a significant contribution to
meeting the sector’s energy needs, their
share by 2030 will reach only 4% as
rising food demand competes for the
needed land. However, points out the
report, new biofuels technology, nota-
bly lingo-cellulosic ethanol, could allow
biofuels to play a much larger role.

Supply sources

Oil supply is increasingly dominated
by a small number of major producers
where oil resources are concentrated.
Organization of Petroleum Export-
ing Countries’s share of global supply
grows to 48% by 2030 from 40% now
and 42% in 2015. Conventional crude
production from non-OPEC countries
peaks by the middle of the next decade,
but natural gas liquids production con-
tinues to grow.

Conventional oil accounts for the
lion’s share of the increased oil supply
over the Outlook period, but noncon-
ventional resources—mainly oil sands
in Canada—and, to a lesser extent,
gas-to-liquids plants play a growing
role. Canadian oil sands are projected
to triple to 3 million b/d by 2015 and
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reach 5 million b/d by 2030.

The oil industry needs to invest $164
billion/year over 2005-30—a total of
$4.3 trillion (in 2005 dollars). Three
quarters of this will go to the upstream,
indicates the Outlook, adding that
upstream investment needs are more
sensitive to changes in decline rates at
producing fields than to the demand
growth rate of oil.

IEA admits there is no guarantee that
all of the investment needed will be
forthcoming, as the possible impact of
government policies, geopolitical fac-
tors, unexpected changes in unit costs,
and prices and new technology could
affect the opportunities and incentives
for private and publicly owned compa-
nies to invest. IEA considers particularly
uncertain the ability and willingness
of major oil and gas producers to step
up investment in order to meet rising
global demand.

It notes, in this context, that capital
spending by the world’s leading oil and
gas companies increased sharply over
the first half of the current decade and,
under company plans, will rise further
to 2010. But “the impact on new capac-
ity of higher spending is blunted by
rising costs” and was only 5% higher
than in 2000.

Prices

In its analysis of oil prices over the
Outlook period, IEA has revised them
upwards in the expectation that crude
oil and refined-product market remains
tight. Market fundamentals point to a
modest easing of prices as new capacity
comes on stream and demand growth
slows. But prices could be driven up by

new geopolitical tensions or a major
supply disruption.

The Outlook assumes that the aver-
age IEA crude oil import price—$51/
bbl in 2005—will average slightly over
$60/bbl through 2007, then decline to
$47/bbl by 2012. It would rise slowly
thereafter, reaching $50/bbl in 2020
and $55 in 2030. Assuming a 2.3%/
year inflation rate, the price in nominal
terms would reach $97/bbl in 2030.
Natural gas prices should follow this
trend because of inter-fuel competi-
tion and the continuing use of oil-price
indexation in long-term gas supply
contracts.

The Outlook, however, noted that oil
demand is becoming less sensitive to
changes in final prices, as consumption
increasingly is concentrated in transport
where demand is the least price-elastic.
Income, which has continued to grow
strongly in most regions, remains the
primary demand driver for oil as well
as other energies.

The result is that oil demand in
global oil consumption becomes less
and less responsive to movements in in-
ternational crude prices, and this means
prices would fluctuate more than in the
past to future short-term demand and
supply shifts. IEA blames the “cushion-
ing effect” of subsidies to oil consumers
as well as taxes for the insensitivity of
oil demand to higher prices.

However, it is careful to add: “Oil
prices still matter to the world econo-
my,” which would have grown more
rapidly had oil prices and other energy
prices not increased, the impact being
higher on heavily indebted poor coun-
tries. 4

Nigeria group to use flare gas for electricity

Nick Snow
Washington Editor

The Kwale partners’ flaring-reduc-
tion project will be the first in Nigeria
to use associated natural gas for gener-
ating electricity, officials of the Inter-
national Finance Corp. and World Bank
announced Nov. 10. Nigeria currently

leads the world in reported flared gas.

They said Kwale also would be the
first effort supported by Global Gas
Flaring Reduction (GGFR), a public-
private partnership to be registered as a
Clean Development Mechanism (CDM)
under the Kyoto global warming reduc-
tion accords.
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WaAaTcHING THE

WorLD

Eric Watkins, Senior Correspondent

Corrib project

issue persists

emember Shell’s efforts to bring
atural gas to Ireland and efforts
by protestors to stop them? It’s a
while since we've looked at that is-
sue, but it’s still in the news, and the
news is not good given the reports
we see (OG]J, Dec. 19, 2005, p. 39).

Now, Ireland’s prime minister, or
taoiseach, Bertie Ahern, has entered
the debate. Last week he said “the
rule of law has to be implemented”
and “the work goes on” at the Corrib
gas terminal at Bellanboy in County
Mayo.

Construction of the terminal and
the route of an onshore pipeline to
bring gas from offshore Corrib field
have been strongly opposed by some
local residents. Indeed, protests had
been staged at the site every day since
Oct. 2, when building resumed after
lengthy consultations and a number
of safety studies.

Police knock heads

Ahern, who was aware that Irish
police had used batons against anti-
Shell demonstrators on Nov. 10,
defended his government’s actions.
“The negotiations are over,” he said.
“The work goes on. If there are those
who try to frustrate that, they are
breaking the law, and it is a matter for
the gardai [police] to enforce that.”

Ahern added, “From the govern-
ment’s point of view, that’s it.” But
not everyone agrees with that view,
especially Ahern’s political opponents.

The president of Ireland’s Labor
party, Michael D. Higgins, said pro-
testors in the north Mayo community
have “genuine grievances” and in-
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sisted that Ahern was “distorting the
facts” in relation to planning approval
for the complete project.

He was one of several people who
criticized the prime minister along
with Justice Minister Michael Mc-
Dowell for suggesting that the protes-
tors, who operate under the rubric of
the Shell to Sea campaign, have been
infiltrated by Sinn Fein, the political
wing of the militant Irish Republican
Army.

Sinn Fein front?

“Yet again, in an entirely predict-
able tirade, Michael McDowell is
trying to use the difficulties in Bel-
lanaboy as an excuse to attack Sinn
Fein,” said Vincent Wood, a member
of the Shell to Sea campaign.

“In doing so, he is also misleading
the public,” Wood wrote. “Michael
McDowell claims that the Shell to
Sea campaign is led by Sinn Fein. It
is not. He does not have to take Sinn
Fein’s word for it; he could take a trip
to Mayo and ask the members of the
Shell to Sea group who is running
their campaign.”

Regardless of who is behind the
Shell to Sea campaign, the protest
came as a result of unwillingness to
accept the government'’s decision to
move ahead with the project.

That decision came in late Octo-
ber, when Minister for the Marine
Noel Dempsey rejected requests for a
new inquiry into alternative sites for
the terminal, saying there was simply
“no case” for any such inquiry.

Some people just don’t seem to
want to know that. 4
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The partnership was launched at the
World Summit on Sustainable Develop-
ment in Johannesburg in 2002 to bring
public and private sector participants
together to reduce gas flaring and
venting. The group will host a forum
on flaring reduction and gas utilization
Dec. 13-15 in Paris to discuss opportu-
nities and technology.

Fewer than 20 countries account for
more than 85% of flared and vented
gas worldwide, according to GGFR
estimates. Most gas is flared because it
can’t be produced or transported eco-
nomically. Some is disposed of in this
manner for safety reasons at production
sites.

“This doesn’t just involve develop-
ing countries,” said Rashad Kaldany,
director of IFC and World Bank’s oil,
gas, mining, and chemicals department
in Washington, DC. “Wells are being
flared in Canada and the US too.” Most
US flaring is at small, state-regulated
onshore wells, he said.

“There also are legislative or regula-
tory reasons why gas is flared or, worse,
vented in some countries,” he said.

He said that GGFR hopes that the
Kwale project, which is 40% owned
by Nigerian Agip, an affiliate of Italy’s
Eni SPA, and 60% owned by Nigerian
National Petroleum Corp., will stimu-
late other producing companies and
countries’ interest in using associated
gas to generate electricity or for other
purposes. Kwale’s captured gas will be
used at a combined-cycle power plant
in Okpi.

World leader

Nigeria led with 24.1 billion cu m
(851.08 bcf) of the 107.5 billion cu
m (3.796 tcf) of flared or vented gas
reported worldwide in 2004, the most
recent year for which figures are avail-
able, according to GGFR. Russia, which
was second at 14.7 billion cum (519.1
bef), could be bigger because its figure
may not be reliable.

Two other projects—a Royal Dutch
Shell PLC gas-to-power venture and a
reinjection effort supported by Eni—are
being considered there as alternatives to
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flaring, said GGFR Partnership Manager
Bent Svensson.

Nigeria’s national power company
hopes more gas-to-power projects will
help its total annual generation ulti-
mately grow to 15 Gw from 2-3 Gw
currently, Svensson said.

But it’s the reduction of global
climate change contributing emissions,
as much as additional available gas, that
could make more flaring-reduction
projects work economically, Svensson
suggested. “This mechanism creates an
additional revenue flow from the sale
of [pollution reduction] credits,” he
explained.

The Kwale project will eliminate a
projected 1.5 million tons of carbon
dioxide annually, making it the 10th
largest of the 2,160 projects in the CDM
pipeline under the Kyoto accords.

“There’s major potential in Africa
because so much gas is being flared
there,” said Svensson. He noted that
GGFR held a flare reduction work-
shop in Algeria this week, where it is

supporting efforts by Sonatrach, the
national energy company, and private
partners. The partnership soon will send
officials to Libya for the first time, he
added.

LNG's impact

The LNG market’s growth has made
a big difference in reducing gas flaring
and venting globally, the two officials
said. Kaldany said it has had a major
impact in Nigeria, while Svensson
noted that much of the gas now being
flared in Angola will be used for an
LNG project backed by Chevron Corp.,
which will consolidate production from
20 locations for export.

But Kaldany added that LNG is not
always a solution because it requires
large volumes. “In other cases, local
uses are more practical. Most of these
are gas-to-power projects, but some
also are petrochemical plants,” he said.

“LNG plants need to be big to be
commercial. Gas-to-liquids plants are
promising for smaller amounts. It’s pos-

sible we’ll have a good discussion about
these technologies at our conference in
December,” said Svensson.

GGFR members include multination-
al oil companies BP PLC, Chevron, Eni,
ExxonMobil Corp., Marathon Oil Corp,
Norsk Hydro AS, Shell, Statoil ASA, and
Total SA.

Member countries include Algeria,
Angola, Cameroon, Chad, Ecuador,
Equatorial Guinea, Indonesia, Kazakh-
stan, Nigeria, Qatar, and the Russian
province of Khanty-Mansijsysk. Canada,
Norway, the UK, the US, and members
of the European Union are listed as
donor countries.

GGFR also gets support from the
Organization of Petroleum Exporting
Countries’ secretariat and the World
Bank Group.

The members represent countries
with about 75% of the world’s total
flared gas. GGFR would like Mexico,
Venezuela, Brazil, Egypt, Iraq, Iran, and
the rest of the Russian federation to
join. 4

FERC finds three Rocky Mountain gas lines acceptable

Nick Snow
Washington Correspondent

Three related Rocky Mountain
natural gas pipeline projects would be
environmentally acceptable with appro-
priate mitigation measures, the Federal
Energy Regulatory Commission’s staff
concluded in a draft environmental
impact statement.

Known as the Rockies West Phase
Project, the three proposed pipelines
would transport 1.5 befd of gas, FERC
said Now. 3.

The three are the REX-West Project,
proposed by Rockies Express Pipeline
LLC; the Blanco to Meeker Project, pro-
posed by TransColorado Gas Transmis-
sion Co., and the Wamsutter Expansion
Project, proposed by Questar Overthrust
Pipeline Co.

FERC said that its staff concluded that

32

the projects would be environmentally
acceptable because:

* More than 99% of the REX-West
facilities would be on existing rights-
of-way while the Wamsutter Expansion
Project would parallel existing rights-
of-way for its entire length.

* The overall project would be
consistent with or conform to federal
resource management plans.

* The three pipelines’ sponsors
would use resource or activity-specific
plans, procedures, and agreements to
protect natural resources, avoid or limit
environmental impact, and promote
restoration of all disturbed areas during
the pipelines’ construction and opera-
tion.

* Horizontally drilling would not
disturb beds and banks of the Missouri
River on the Kansas-Missouri state line
and of Big Creek in Missouri along the
REX-West main line, and of Ten Mile

Creek in Wyoming along the Wamsutter
Expansion mainline.

 Appropriate consultations with
the US Bureau of Land Management,
US Fish and Wildlife Service, and states’
historic preservation offices, as well as
resulting compliance actions, would be
completed before construction would
be allowed to commence on each of the
three projects.

* An environmental inspection
and monitoring program would be
implemented to ensure compliance
with all mitigation measures, certifi-
cate conditions, requirements in the
BLM’s development plan, and other
stipulations included in permits from
authorizing federal, state, and local
agencies.

FERC said that its commissioners
would consider staff recommendations
and the final EIS when they issue final
decisions on the projects. 4
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Industry, ethanol producers sign use charter in France

Doris Leblond
OGJ Correspondent

Members of France’s oil industry,
independent motor fuels distributors,
automobile manufacturers, farmers, and
ethanol producers on Nov. 13 signed the
“Charter for Ethanol E85” which sets out
their commitments over the next 5 years.

Esso SAF is the only major oil com-
pany that did not sign it. Spokesman
Emmanuel du Grandrut told OG]J the
group has already carried out all needed
investments to incorporate the com-
pulsory 5% ethanol into its gasoline, a
content adapted to all current motors.
E85 would require further investments,
but Esso said it would adapt its invest-
ment as demand grows.

E85 contains 85% ethanol and 15%
traditional unleaded gasoline. Finance
and Economy Minister Thierry Breton

describes it as “the first post-oil fuel.” Its
introduction as an alternative to traditional
unleaded at all service stations in France by
2010 was deemed feasible in a study com-
missioned by the government from racing
champion Alain Prost. It was launched at
the end of September on condition that
“the dynamics were all launched together”
(OGJ, Oct. 23, 2006, p. 32).

Signing dynamics

In signing, Total SA promised to deploy
the most E85 points of sale—200-275—
by yearend 2007, about 40% more than
the Prost study considers necessary. BP
France promised to deploy 5-10 points
over the same period, as did Société des
pétroles Shell and Agip France.

Oil companies and motor fuels
distributors are committed to adapt
500-600 selling points to “Superetha-
nol E85” by yearend 2007, a number

they said should treble by 2008 to meet
growing demand.

This demand should be met by the
commitment of automobile manufac-
turers to put on the market in 2007 at
least one model capable of running on
this type of fuel at a price in line with
conventional models. The government
promised that tax breaks to make the
new fuel competitive would be submit-
ted to Parliament.

Farmers are also committed to pro-
viding reliable supplies on a contractual
basis to the ethanol producers, and pro-
ducers have signed agreements to keep
up with the distribution trend and,
through productivity measures, achieve
processing costs competitive with those
of American operators by yearend 2012.

A commiittee will be set up to follow up
application by all signatories of the charter,
which became operational Nov. 13. 4
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MFL Tools That Adapt to Your Pipeline ID

ILI technology perfectly matched to

gas pipeline environments

* Coliapsible magnetizer for more consistent friction
and better run characteristics in natural gas lines

* Adjusts to reductions of up to 25% of the
nominal pipeling 0D

* |nspect dual diameter lines and lines with

significant bore reductions
= Warks well in low pressure, low flow lines
= Detailled matal loss/corrosion detection
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Take command of pipeline
maintenance planning with
the full range of ILI services
from TOW.

Turnkey Services:

= Or-ine and off-line cleaning

= Mechanical and/or
chemical cleaning

= Pig tracking

» AGM placement/retrieval

» GPS AGM site selection

Floated M IRI 0olSY

For sales contact:

USA 918-447-5500

Europe (44) 1-793/603600
www.tdwilllamson.com

« Anomaly evaluation
and assessment
» Anomaly site location
» Pipaline mapping
» Project management
+ Line conversion for pigging
» Rental or purchase of pig
launchers & receivers
« Rehabilitation Services
« Complete line of
pigging products

TDW
L]
TDW Services, Inc.
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DOI completes first Colorado oil shale projects EIS

Nick Snow
Washington Correspondent

The US Department of the Interior
found no significant negative impact from
five planned oil shale research, develop-
ment, and demonstration (RD&D) projects
in Colorado’s Piceance basin.

C. Stephen Allred, assistant Interior
secretary for land and minerals manage-
ment, signed decision records for the
projects proposed by Chevron USA Inc.,
EGL Resources Inc., and Shell Frontier Oil
& Gas Inc. on Now. 13, effectively clearing
the way for 160-acre leases associated with
each proposal to be issued.

The Green River oil shale formation,

which covers parts of Colorado, Utah, and
Wyoming, holds the equivalent of 800
billion bbl of recoverable oil, more than
70% of which lies under federally man-
aged lands.

“These RD&D projects will allow us to
test our belief that we have the knowledge
and expertise to develop this resource
effectively, economically, and with respon-
sibility to the environment and to local
communities,” Allred said.

The findings were based on environ-
mental assessments conducted by the
department’s Bureau of Land Management,
which examined each project’s potential
impacts as well as all five projects’ cumula-

tive impacts combined with other oil and
gas developments in the area.

Each finding is supported by extensive
mitigation impacts, which will be added
as stipulations to the leases, DOI officials
said. They added that the companies hold-
ing the leases will need to submit detailed
development plans and obtain all required
state, local, and federal permits before
beginning any on-site activities.

Allred said that federal, state, and local
governments and community partners
cooperated during BLM’s environmental
assessments, and added that all stakehold-
ers would continue to play an integral
role as DOI moves forward with oil shale
development. 4

ElA: GHG emissions up, but growth rate declines

While volumes of greenhouse gases
emitted in the US are rising, the rate of
increase and amounts emitted in rela-
tion to economic growth are falling.

In an annual estimate required by
Congress, the US Energy Information
Administration said 2005 emissions of
greenhouse gases associated with hu-
man activity totaled 7.1 billion tonnes
of carbon dioxide equivalent (CO_e).
That’s up 0.6% from the year before
and 17% from 1990 (see table).

Emissions of CO,, the target of most
policy proposals for global-warming
remediation, grew in 2005 at a below-
average rate of 0.3%. Emissions—ad-
justed to COe to reflect global warm-

US GREENHOUSE-GAS EMISSIONS

ing potential—of nitrous oxide were up
1.9% and of methane, up 0.9%.

CO, represented 84% of US green-
house-gas emissions in 2005. Nitrous
oxide and methane together made up
14% of the total. The other greenhouse
gases are hydrofluorocarbons (HECs),
perfluorocarbons (PECs), and sulfur
hexafluoride (SF6), emissions of which
increased by a combined 7.2% in 2005.

Since 1990, US greenhouse gas
emissions have increased at an aver-
age rate of 1%/year. EIA notes that the
growth rate is below those of popula-
tion (1.2%/year), primary energy
consumption (1.1%/year), electric
power generation (1.9%/year), and

gross domestic product (3%/year) over
the same period.

Emissions of CO, alone have grown
at an average rate of 1.2%/year since
1990, closely tracking growth in
population and energy consumption.
Methane emissions fell during the
1990s but have risen since 2001. Emis-
sions of nitrous oxide are above their
levels of 1990 but have fluctuated over
the period.

Greenhouse gas intensity—emissions
per unit of real economic output—has
fallen by 25% since 1990 at a rate aver-
aging 1.9%/year, EIA said. CO, intensity
has fallen by 23% over the same period.

CO, emissions per person in 2005

were 1% above their
1990 level. The 2005
CO, emissions total

was 20% above its

Gas 1990 1995 1998 1999 2000 2001 2002 2003 2004  2005*
Million tonnes of CO,e 1990 level.
Cabon ~ 49906 53085 55940 56739 58534 57670 58147 58753 59887 60086 Almost all emis-
loxiae
Methane 7017 6725  629.8 616.5 6112 5977 6002 602.2 6065 6119 i
Nitrous 3335 3577 3488 3468 3428 3379 3335 3329 3599 3666 sions of CO, are
oxlae i i
HEG PFC, 871 949 1343 133.9 1380 1285 1378 136.6 1495 1602 associated with

s energy consumption,

Total 6,112.8 6,433.5 6,707.0 6,771.1 6,9454 6,831.0 6,886.3 6,946.9 7.104.6 71472 with minor amounts
*Preliminary. i i -
Source: USyEnergy Information Administration Cgmlng fI'OITl indus
trial processes. 4
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Penn@nergy

Surplus & Used Equipment
WWW.PENNENERGY.COM

Offered by LM Alternatives and available

Power generation equipment exclusively through PennEnergy
available for immediate delivery .
Two LMA-1500 gas turbine generator sets from

LM Alternatives are now available for immediate
sale and delivery. Engine and power turbine are
fully overhauled and have an 8,000 operating-
hour warranty.

» |deal electric » Weather-resistant, » Turbine exhaust
generator: sound-reducing transition piece
13.8 kV, 60-Hz enclosures with » Dual fuel firing
» Lufkin single- gas- and fire- capability
reduction gearbox: detection sensors » Inlet air fogger
5500 rpm to » Complete air .
1800 rpm inlet and exhaust » Operating manuals
» PC-based control system with inlet e
system with air filter, inlet Options:
15 screen HMI silencer, exhaust » 50-Hz package,
. . silencer and stack with 11 kV, 50-Hz
» Lubrication skids extension generator, 1500-
(2) for turbine skid rpm gearbox, and
and generator skid 50-Hz motors on
i — lube system pumps
\. i o~ *&\I y
—"-‘ i .-'l.
=1 3
. J # MLTERNATIVES, INC. =
New power generation equipment Offered by Tenaska and available
and site infrastructure immediately exclusively through PennEnergy and
available Thomassen Amcot International

Two units under contract

Unused MHI 501F gas-fired combustion turbine,
plus land, foundations and infrastructure from the
Greystone power project in Brownsville, Tennessee,
are available for immediate sale and delivery.
Equipment professionally stored in Brownsville,
Tennessee, with full OEM-recommended
maintenance programs in place. Warranties
available.

Tenasxa

i 7 THOMASSEN AMCOT

e AVSY L PennEnergy is being assisted in this sale by Thomassen Amcot International.

CO n ta Ct FOR INFO OR PRICING, CONTACT RANDY HALL Email: rhall@pennenergy.com Phone: 713-499-6330 Fax: 713-963-6276

©2006 PennEnergy (PEN633/1006).
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Shell to buy out Shell Canada for $7.7 billion (Can.)

Royal Dutch Shell PLC announced
plans to buy the shares that it does not
already own in Shell Canada Ltd. in a

move aimed at boosting the parent com-

pany’s stake in oil sands. Shell currently
owns 78% interest in Shell Canada.
In other recent company news:

* A group led by BHP Billiton agreed

to buy Anadarko Petroleum Corp.’s
Genghis Khan oil and gas development
in the deepwater Gulf of Mexico for
$1.35 billion, Anadarko reported.

* Separately, Statoil ASA agreed to
pay $901 million to acquire two of
Anadarko’s Gulf of Mexico oil discover-

ies and one prospect. Closing, subject to

PERSONNEL MOVES AND PROMOTIONS

ConocoPhillips has made changes
to its exploration and production senior
management team, all effective Dec. 1.

Kevin Meyers, president, Russia and
Caspian region, will become president,
ConocoPhillips Canada. He succeeds
Brent Smolik, who left the company.
Meyers will relocate to Calgary.

Don Wallette, vice-president, Shtok-
man project, will become president,
Russia and Caspian region, succeeding
Meyers. Wallette will continue to be
located in Moscow.

Paul Warwick, president, Middle East
and North Africa, will become presi-
dent, Europe and West Africa. Warwick
will relocate to Tananger, Norway. His
successor will be named later, Cono-
coPhillips said.

Endeavour Interna-
tional Corp., Houston,
has named William L.
Transier chairman, chief
executive officer, and
president. Separately,
John N. Seitz has been
named vice-chairman
of the company.

Transier will relocate to London, and
Seitz will serve in a consulting capac-
ity based in the Houston office. Both

Transier
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ConocoPhillips makes senior management changes

formerly served as cochief executive
officers of the company.

In 2004 Seitz and Transier cofounded
Endeavour, which focuses its exploration
and development in the North Sea.

El Paso Corp. has named Brent J.
Smolik president of El Paso Exploration
& Production Co.

Smolik began his career as a drilling
and reservoir engineer for ARCO. In
1990, he joined Burlington Resources
Inc. as a reservoir engineer and acquisi-
tion coordinator. He advanced into en-
gineering supervisory and management
positions in the Denver, offshore, San
Juan, and Gulf Coast divisions.

He then served as vice-president,
chief engineer, in Houston until relo-
cating to Calgary in 2004, where he
was appointed president of Burlington
Resources Canada.

Following Burlington’s merger with
ConocoPhillips in March, he remained in
Calgary and became president of Cono-
coPhillips Canada.

TransMontaigne Partners LP, Denver,
has appointed Randall J. Larson presi-
dent and chief executive officer of Trans-
Montaigne GP LLC, its general partner.
Larson will continue to serve as chief

regulatory approvals, is expected during
first quarter 2007.

* Dominion plans to pursue the sale
of most of its oil and gas assets to con-
centrate more on its electric generation
and distribution business and its trans-
mission, storage, and retail business,
said the utility, based in Richmond, Va.

financial officer for TransMontaigne GP.

He succeeds Donald H. Anderson,
who has resigned. Anderson will con-
tinue to serve as nonexecutive chairman
of TransMontaigne GP.

Heritage Oil Corp. has appointed
Michael Hibberd as chairman and Tony
Buckingham as chief executive officer.

Hibberd and Buckingham succeed
Micael Gulbenkian, who retired.

Buckingham said, “[The company’s]
operations and exploration activities will
continue without interruption in Russia,
Uganda, Oman, and Iraq with a focus on
Kurdistan. We shall look to update the
market on the drilling of the Kingfisher-1
well in Uganda shortly.”

Regal Petroleum PLC, a London-
based E&P company, has named Neil
Ritson as its new chief executive officer.

Prior to this appointment, Ritson was
a nonexecutive director who joined Re-
gal in July. He has extensive experience
in the petroleum industry having started
his career as a geophysicist with BP PLC
before moving through senior technical
roles into executive management.

Madagascar Oil Ltd. (MOL) has ap-
pointed George B. Nilsen chief operating
officer.

Nilsen has more than 28 years of
experience in the oil and gas industry,
spending more than half of his career
involved in heavy oil developments and
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* Devon Energy Corp. intends to
sell its Egyptian oil and gas assets and
terminate its operations there.

* Pogo Producing Co., Houston,
plans to divest nonstrategic oil and
gas properties in the Gulf of Mexico,
South and East Texas, South Louisiana,
the Permian Basin and Texas Panhandle
areas, and Western Canada.

* Talisman Energy Inc. plans to sell
noncore properties in North America.
The predominantly nonoperated assets
produce 17,000 boe/d, of which 60%
is gas and 40% is oil and liquids.

many years in international projects
including new field developments.

He has served as senior vice-presi-
dent of strategic planning and asset
management for Nuevo Energy and
has managed the Gulf Coast division
of Santa Fe Snyder, where he was in
charge of engineering, production, and
operations.

Nilsen also held a variety of opera-
tional and engineering positions with
Santa Fe Energy, Petro-Lewis Corp., and
Gulf Oil Exploration & Production Co.

Pebercan Inc., Montreal, has ap-
pointed Christophe Ranger interim chief
executive officer. He succeeds Frédéric
Boulet, who will pursue other inter-
ests, but will continue to serve as the
company’s director.

A recruitment program for a per-
manent chief executive is under way,
Pebercan said.

Total SA has appointed Yves-Louis
Darricarrere president, E&P. His appoint-
ment becomes effective February 2007,
at which time Christophe de Margerie
will assume the role of chief executive
officer.

Darricarrere has extensive interna-
tional experience, including 10 years
working in Australia, Egypt, and Colom-
bia.

Before this appointment, Darricarrere
served as president of Total Gas & Power
and has been a member of the executive
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* Separately, Talisman Energy (UK)
Ltd. has agreed to pay an undisclosed
sum to Shell UK Ltd. and Esso Explora-
tion & Production UK Ltd. to acquire the
companies’ combined 85.81% interest
in Fulmar oil field and a 100% interest in
Auk oil field in the central North Sea.

e Private gas company Dana Gas PJSC
of Sharjah, UAE, will acquire Centurion
Energy International Inc., Calgary, for
$1.15 billion (Can.), or $12/share.

* Unit Petroleum Co., Tulsa, plans
to acquire privately owned Brighton
Energy LLC for $67 million. The acqui-

committee since September 2003.

Darricarrere began his career with EIf
Aquitaine in 1978, working first in the
mining division in Australia and subse-
quently in E&P.

Michael D.Van Horn has been appoint-
ed senior vice-president, exploration, of
Newfield Exploration Co., Houston. Van
Horn succeeds Newfield’s executive vice-
president, exploration, Elliott Pew, who
will retire at the end of the year.

Van Horn has 28 years of oil and gas
experience. He has worked for EOG
Resources Inc., and its predecessor Enron
Oil & Gas, since 1993. During his tenure
with EOG Resources, he served as vice-
president of international exploration and
previously as director of exploration.

Prior to EOG Resources, Van Horn
worked for British Gas E&P Inc. and Ten-
neco Qil Co.

Separately, Newfield has added to the
role of its general manager of the Gulf of
Mexico, John H. Jasek, promoting him to
vice-president and general manager, Gulf
of Mexico.

Jasek joined Newfield in 2000 and
since then has been a leader on the Gulf
of Mexico team, the company said.

Previously, Jasek worked for Anadar-
ko Petroleum Corp. and Amoco Produc-
tion Co.

Dominion Exploration & Production
has appointed Richard L. Fowler vice-
president and general manager, Gulf of
Mexico operations. He will oversee the
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sition includes proved reserves of 27
bef of gas equivalent and 5 MMcfd of
production.

e Encore Oil PLC, London, an-
nounced a sales and purchase agree-
ment to acquire four oil and gas com-
panies having blocks in the UK North
Sea. The four firms are privately held
Virgo Oil & Gas PLC and Virgo Energy
Ltd., Nido Petroleum (UK) Ltd., and
Grove Energy (UK).

e Pluris Energy Group Inc., Hous-
ton, has agreed to acquire San Enrique
Petrolera SA of Buenos Aires for an

company'’s deepwater, Continental Shelf,
and southern Louisiana assets.

Previously, Fowler served as Domin-
ion’s general manager of deepwater
development. He has been with the
company since 1996 when the offshore
unit was still part of Consolidated Natu-
ral Gas Co. (CNG), which merged with
Dominion in 2000. Prior to joining CNG,
Fowler worked for Exxon Corp.

Total Refining & Marketing has named
André Tricoire senior vice-president, refin-
ing. The company also named Thierry
Pflimlin senior vice-president, Asia.

Tricoire succeeds Jean-Claude Com-
pany, who is retiring. Prior to his current
appointment, Tricoire served as chief
executive of Total France. He joined Total
Refining in 1986 at the Donges refinery.
Before that he held a variety of positions
in the Regional Directorates for Industry,
Research, and Environment; the French
Ministry of Industry; and the Labor and
Employment Minister’s Office.

Pflimlin, who succeeds Gary Jones,
who also is retiring, joined Total in 1984.
Pflimlin served in various positions,
including AsiaTrading Manager in Singa-
pore in 1986, chief executive officer of
Total Zambia in 1990, and a member of
the Strategy Department at Paris from
1993-95. That year, he was named vice-
president, development, for China, a
position he held until 1998, when he was
appointed chief executive officer of Total
Deutschland.
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undisclosed amount.

* Calgary independents Pearl Ex-
ploration & Production Ltd. and Atlas
Energy Ltd. signed a merger agreement
worth $340 million (Can.). Closing is
expected in December.

* Energy Partners Ltd. (EPL) of New
Orleans has terminated plans to buy
Stone Energy Corp., Lafayette, La.

* ConocoPhillips and EnCana Corp.
agreed to create an integrated heavy oil
joint venture that will involve two 50-
50 operating partnerships: one Cana-
dian upstream and one US downstream.

* Chaparral Energy Inc. plans to
acquire Calumet Oil Co. and certain af-
filiates for $510 million. The transaction
involves production of 4,600 boe/d
and proved reserves of 309 bcf of gas
equivalent.

* Sierra Pacific Resources (SPR) has
agreed to sell its 50% interest in its
subsidiary Tuscarora Gas Transmission
Co. (TGT) to TC PipeLines LP for $100
million, subject to customary closing
conditions.

* OAO Lukoil Overseas said it in-
tends to buy a 50% interest in Turgai
Petroleum Inc., a Kazakhstan company,
now that the Arbitration Institute of
the Stockholm Chamber of Commerce
(Sweden) has ruled in its favor.

* Duke Energy, which earlier an-
nounced plans to separate its natural gas
business into an independent, publicly
traded company, said the spin-off will
be called Spectra Energy Corp.

* Forest Oil Corp., Denver, has
transferred the majority of its Alaska
business unit to a new subsidiary, Forest
Alaska Operating LLC (Alaska), which
will hold and operate the parent’s oil
and gas interests in Cook Inlet.

Shell-Shell Canada

Shell Canada has a substantial
position in Canada’s oil sands and is
embarking on a major expansion of
production and upgrading capacity.

“Canada is an important growth area
for the group, and the group will be
a major investor in Canada for many
years to come,” Shell said.

The group offered $40/share (Can.)
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or $7.7 billion. The proposal follows
corporate structural changes Shell took
after a series of reserves reclassifications.
Once Shell Canada is fully combined
with the group, the business will have a
more simplified organization, the group
said.

Structural changes came after the
company reclassified reserves five times
in a little over a year (OGJ Online, Feb.
4,2005). Royal Dutch Petroleum Co.
and Shell Transport & Trading Co. were
merged into a single parent, Royal
Dutch Shell, the stock of which began
trading July 20, 2005.

Shareholders approved the unifica-
tion formally combining the former
Royal Dutch/Shell Group’s British and
Dutch parent companies under a single
board and a single executive (OGJ On-
line, Oct. 28, 2004). Investors had said
the old structure hindered transparency
and financial accountability.

In July, Shell Canada announced
plans to increase production in the
Athabasca tar sands project in Alberta to
550,000 b/d from 150,000 b/d.

Alberta’s oil sands contain an estimat-
ed 1.69 trillion bbl of bitumen and the
produced 5 trillion bbl through 2005.
Shell Canada intends to announce a final
investment decision for this expansion
project in the fourth quarter pending
regulatory approvals. Bitumen produc-
tion is expected in late 2009 followed by
upgrader production in late 2010.

The group asked Shell Canada to
establish a special independent commit-
tee to supervise preparation of a formal
independent valuation and to review
and make a recommendation regarding
the proposed offer. The group reserves
the right not to proceed with the mak-
ing of an offer if it is unable to obtain
this support. A formal offer will be
conditional on more than 50% of Shell
Canada’s outstanding shares, calculated
on a fully diluted basis, being tendered.

Genghis Khan sale

BHP Billiton leads the Shenzi group
with 44% interest and will be the
operator. Partners are Hess Corp. and
Repsol YPF SA, each with 28%. These

three companies already own adjacent
Shenzi field.

The Genghis Khan sale involves a
100% stake in Green Canyon Block
652 and certain deep rights in Green
Canyon Block 608.The sale is expected
to close in the fourth quarter.

The development has gross hydro-
carbon reserves of 65-170 million boe,
BHP said Nov. 13. Development may
include as many as seven production
wells, and production is scheduled for
mid-2007 with continued drilling to
follow.

The Genghis Khan well, drilled to
26,000 ft'TD in 4,300 ft of water, tested
110 ft of high-quality net oil pay in the
Lower Miocene and additional pay in
the Middle Miocene. Production plans
call for a subsea tieback to the Marco
Polo platform, 2.4 miles away (OG],
May 5, 2005, Newsletter).

The divestiture is part of Anadarko’s
efforts to help raise $15 billion to re-
duce debt from its $21 billion purchas-
es of Kerr-McGee Corp., Oklahoma City,
and Western Gas Resources Inc., Denver
(OGJ, July 10, 2006, p. 27).

Statoil buys GOM prospects

Statoil plans to acquire 25% interest
in the Knotty Head discovery, operated
by Nexen Inc., Calgary, and 15% inter-
est in the Big Foot discovery, operated
by Chevron Corp. Statoil already had
12.5% interest in Big Foot.

In addition, Statoil is acquiring a
15% stake in the Big Foot North pros-
pect from Anadarko. Chevron operates
Big Foot North, in which Statoil already
has a 12.5% stake.

Earlier this year Statoil acquired
interests in Big Foot and Big Foot North
from Plains Exploration & Production
Co. (OGJ Online, Sept. 18, 2006).

The Big Foot discovery, on Walker
Ridge Block 29, lies in 5,000 ft of water
about 225 miles south of New Orleans
(OGJ, Aug. 7, 2006, Newsletter).

The Knotty Head oil discovery is on
Green Canyon Block 512 and found
about 600 ft of net oil pay in multiple
zones (OGJ, Jan. 2, 2006, Newsletter).

Pending field development, Big Foot
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and Knotty Head are expected to be in
production after 2010, Statoil said.

Dominion divestiture

Dominion plans to keep its Appala-
chian basin properties, which account
for 17% of its proved reserves and 8%
of its average daily production as of
Sept. 30. About 76% of the reserves
are developed, and about 76% of the
reserves are gas.

A formal sales process is sched-
uled to begin in February 2007 after
completion of the 2006 reserve audit.
Closing is expected by mid-2007,
Dominion said. The E&P assets are
managed by Dominion Exploration &
Production Inc., Houston.

Excluding the Appalachian basin,
Dominion has proved reserves of 5.5
tcf equivalent of gas spread across the
deepwater Gulf of Mexico, West Texas,
the Midcontinent and Rockies, and the
Western Canadian Sedimentary Basin.

Devon divestiture

Devon did not announce an expected
sale price. It plans to open data rooms
in Houston and London during Decem-
ber. Acceptance of bids and completion
of a purchase and sale agreement are
anticipated during first quarter 2007.

The company’s Egyptian produc-
tion is 5,000 boe/d, less than 1% of
both the company’s total production
and proved reserves.

The assets to be offered include in-
terests in eight concessions, four in the
Western Desert and four in the Gulf of
Suez. Four of the concessions are pro-
ducing. The concessions comprise 3.7
million gross (1.8 million net) acres.

The Oklahoma City-based inde-
pendent obtained the assets through
the $5.3 billion acquisition of Ocean
Energy Inc., Houston (OG]J, Mar. 3,
2003, p. 31).

Pogo divestiture

Pogo expects $700-800 million in
proceeds from the asset sales, and the
company plans to use the proceeds to
reduce debt. The divestitures are slated
for completion in two phases.

The first phase, including the Gulf of
Mexico, South and East Texas, and South
Louisiana, is expected to close by the
end of first quarter 2007. Production
from these properties is estimated at 37
MMcfd of gas equivalent.

The second phase, covering proper-
ties in the Permian basin, the Texas Pan-
handle, and western Canada, is expected
to be completed by midyear.

Talisman divestiture
Talisman’s properties up for di-
vestment are grouped into five areas:
Greater Lloydminster, Central Alberta,
Pembina-Brazeau, Wapiti-North Deep
basin, and Cranberry-Chinchaga.
Talisman anticipates the sales pro-
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A

gram will be completed early in second
quarter 2007.The Calgary independent
will use proceeds to repurchase shares.

Talisman buys N. Sea assets

Subject to government and other ap-
provals, Talisman is expected to become
operator of the fields later this year.

Fulmar, on Blocks 30/11b and
30/16s, and Auk, which lies on Blocks
30/16n and 30/16t, produces about
8,000 b/d of oil (OGJ Online, Feb. 22,
2006). Auk has remaining about 675
million bbl of oil.

Talisman also has agreed to acquire
Hess Ltd.’s 1.48% interest in Fulmar
field. Pending completion of both
transactions, Talisman will hold a 100%
interest in this field.

Dana-Centurion deal

Dana Gas also will assume Centu-
rion’s net debt of $99 million, giving
the transaction a total value of $1.25
billion.

Centurion Energy has oil and gas
exploration and production with prop-
erties in Egypt, Tunisia, and off West
Africa. Centurion’s board will recom-
mend that shareholders accept the Dana
Gas offer.

The acquisition requires the approval
of two thirds of shareholders voting at a
special meeting to be scheduled in early
January 2007.

Dana Gas said Centurion’s assets
complement Dana Gas’s existing activi-
ties in gas transportation, processing,
and marketing and represent the entry
by Dana Gas into the upstream sector.

Unit-Brighton deal

Unit has identified 27 proved un-
developed locations that can be drilled
in addition to numerous probable and
possible locations.

The reserves are 78% gas and 67%
proved developed. Most of the ac-
quired reserves are in the Anadarko
and Gulf Coast basins of Oklahoma,
Texas, and Louisiana, with additional
reserves in Arkansas, Kansas, Montana,
North Dakota, and Wyoming.
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Encore in N. Sea

EnCore said it plans to issue 37 mil-
lion shares to the sellers of the acquired
companies, and that share issue will
represent 15% of the resulting EnCore.
Closing, subject to regulatory consents,
is expected before Dec. 31.

Nido Petroleum Ltd. of Vancouver
and Grove Energy Ltd., Perth, will con-
tinue to exist as independent compa-
nies.

Last year, Grove Energy, Virgo Energy,
and Nido Petroleum merged their
North Sea operations under Virgo Oil
& Gas. The sale of those holdings to
EnCore completes that consolidation
strategy, Grove said Oct. 24.

Pluris-San Enrique

Pluris Energy, formerly Petrogen
Corp., is placing a $65 million convert-
ible bond instrument to finance the
San Enrique purchase as well as other
acquisitions.

San Enrique’s assets includes
251,376 net acres in the Neuquén, Aus-
tral, and Golfo de San Jorge basins—the
three most prolific basins in Argentina,
holding 49 million bbl of oil equiva-
lent, with estimated proved, probable,
and possible reserves of 25 million bbl
of oil and 142 bcf of gas.

Also, its current production exceeds
1,000 boe/d, which is expected to
grow rapidly through an aggressive
development program being carried
out by Roch SA, operator. And it has
three gas processing plants and pipeline
infrastructure.

The transaction is expected to close
around the beginning of 2007.

Upon closing the San Enrique acqui-
sition, Pluris plans to file a prospectus
for initial public offering on the Oslo
Bors main market, while maintaining a
dual listing and quotation in the US.

Pearl E&P-Atlas merger

Atlas is a heavy oil and natural gas
exploration and development company
that produces a net 5,800 boe/d. Both
boards approved the combination, and
Atlas shareholders will vote on the
merger.

Key projects of the combined com-
pany include: Mooney (heavy oil, 74%
working interest), Druid (heavy oil,
100%), Unity (shallow gas, 100%),
Salt Lake (heavy oil and gas, 100%), Ear
Lake (heavy oil and gas, 100%), Pikes
Peak (heavy oil, 100%), Onion Lake
(heavy oil, 87.5%), and southern Al-
berta (shallow and medium gas, 88%).

Atlas has more than 260,000 net un-
developed acres (average 83.6% work-
ing interest). Other key projects include
San Miguel, Tex. (heavy oil), Palo Duro,
Tex. (shale gas), and Gulf of Mexico
shallow-water offshore (natural gas).

The transaction is synergistic with
Pearl’s core assets around Onion Lake in
northeastern Alberta and northwestern
Saskatchewan and will allow the com-
bined company to focus on optimizing
value through low cost development,
operating, and product marketing.

EPL-Stone deal off

EPL has agreed to pay Stone $8 mil-
lion in exchange for Stone’s agreeing
to release all claims against it. The sum
represents a $17.6 million discount
from the fee EPL would have been
obligated to pay Stone under certain
circumstances.

In September Woodside Petroleum
Ltd.s wholly owned subsidiary ATS Inc.
began an $880 million tender offer for
EPL in a takeover bid.

The offer from ATS, Covington, La.,
is conditional upon EPL shareholders’
voting down the Stone transaction. EPL
has proposed to buy Stone for $2 bil-
lion, which includes $1.43 billion in a
cash-stock offer, plus $563 million in
debt (OGJ, June 12, 2006, p. 34).

In an Oct. 12 statement, however,
EPL said its board has decided to ex-
plore strategic alternatives, and it rec-
ommends that EPL stockholders reject
the unsolicited tender offer of ATS, say-
ing the offer is “inadequate and not in
the best interests of EPL’s stockholders.”

ConocoPhillips-EnCana JV

ConocoPhillips and EnCana will con-
tribute equally in assets and equity. The
transaction, subject to final agreements
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and regulatory approval, is expected to
close Jan. 2, 2007.

Both companies’ boards already ap-
proved the transaction. Each partnership
will have a management committee
with three ConocoPhillips and three
EnCana representatives. Each parent
company will hold equal voting rights.

“With this strategic alliance, Cono-
coPhillips strengthens its presence in
North America by repositioning 10% of
its US downstream business to access a
large upstream resource base,” said Jim
Mulva, ConocoPhillips chairman and
chief executive officer.

Randy Eresman, EnCana’s president
and chief executive officer, said his
company had been looking for a part-
ner to maximize the value of EnCana’s
in-situ oil sands.

“These innovative partnerships
achieve this objective by strategi-
cally aligning about two thirds of our
industry-leading oil sands projects with
an industry-leading refiner,” Eresman
said. “ConocoPhillips brings a wealth of
heavy oil refining expertise and widely
adopted coking technology to our inte-
grated heavy oil business.”

The upstream partnership involves
EnCana’s Foster Creek and Christina Lake
projects in the eastern flank of the Atha-
basca oil sands in northeast Alberta, hav-
ing recoverable bitumen of more than
6.5 billion bbl. EnCana will operate and
be the managing partner of the upstream
partnership, to be based in Calgary.

The partnership plans to increase
production to 400,000 b/d of bitumen
by 2015 from current production of
50,000 b/d. A blend of 50-50 bitumen
and synthetic oil will be sold at major
Alberta trading hubs.

The downstream partnership
involves ConocoPhillips’s 306,000
b/cd Wood River refinery in Roxana,
I, and its 146,000 b/cd refinery in
Borger, Tex. ConocoPhillips will oper-
ate and be managing partner of the
downstream partnership, to be based
in Houston.The partnership plans to
expand heavy oil processing capacity
at these facilities to 550,000 b/d by
2015 from 60,000 b/d. Total through-
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put at the two facilities is expected

to increase to 600,000 b/d from the
current 450,000 b/d during the same
period.

In addition, the partnership might
additionally expand heavy oil process-
ing capacity at these locations or in
Alberta to match bitumen production.

ConocoPhillips and EnCana each will
own 50% of the partnership; however,
ConocoPhillips will hold a dispropor-
tionate economic interest in the Borger
refinery for 2 years: 85% in 2007 and
65% in 2008.

Chaparral-Calumet deal

Chaparral of Oklahoma City said the
acquisition fits with its existing en-
hanced oil recovery program. Calumet’s
properties are mainly in Oklahoma and
Texas, including assets in the North
Burbank oil field.

North Burbank is in the early phases
of an EOR polymer flood. Chaparral
plans to include carbon dioxide injec-
tion, return more than 400 wells to
production, and perform horizontal
infill drilling in the tighter portion of
the Bartlesville reservoir.

The transaction is expected to close
in the fourth quarter.

TCPL buys TGT stake

TC PipeLines already holds a 49%
interest in TGT, which owns a 240-mile
interstate natural gas pipeline extend-
ing from Malin, Ore., to Reno, Nev. TC
PipeLines is managed by general partner
TC PipeLines GP Inc., an indirect wholly
owned subsidiary of TransCanada Corp.

Once the sale is closed, expected by
yearend, TransCanada will operate the
TGT system.

Sierra Pacific Power Co., the util-
ity unit in northern Nevada for SPR, is
currently the primary customer for gas
transportation on the TGT system and
will continue this role following the sale.

Earlier this year, SPR had announced
plans to sell its interest in TGT to con-
centrate more fully on its rapidly grow-
ing utility businesses.

Lukoil-Turgai deal

Turgai Petroleum’s primary asset is
Kumbkol field in the Kyzylorda region.

Arbitrators ruled in Lukoil’s favor
in a counter-claim it filed following
PetroKazakhstan Inc.’s July 2004 claim
against Lukoil.

Previously, Chinese National Petro-
leum Corp. acquired 100% of Petro-
Kazakhstan Inc., which owns a stake
in Turgai Petroleum. A shareholders
agreement was violated because Lukoil
was not asked whether it wanted to
exercise its pre-emptive right to a stake
in Turgai before CNPC bought PetroKa-
zakhstan.

An independent expert will deter-
mine the price, which then must be ap-
proved by both CNPC and Lukoil. Failing
an agreement on the price, the Stock-
holm Arbitration will appoint a price.

Duke’s gas spin-off

Once Duke’s spin-off transaction is
complete, expected Jan. 1, 2007, Spec-
tra Energy will consist of the business
unit now known as Duke Energy Gas
Transmission and Duke Energy’s 50%
interest in Duke Energy Field Services,
which recently was renamed DCP Mid-
stream.

Spectra Energy will operate primarily
in transmission and storage, distribu-
tion, and gathering and processing.

Fred Fowler, president of Duke En-
ergy Gas, will become chief executive
officer of Spectra Energy.

The Spectra Energy name replaces
Gas SpinCo Inc. (GasCo), the temporary
name given the natural gas business.
The stock is expected to be traded on
the New York Stock Exchange.

Forest forms subsidiary

As of Sept. 30 Forest Alaska has 32
million boe of proved reserves and
production of 6,000 boe/d. The com-
pany plans to focus on development of
McArthur River field.

The subsidiary owns 186,000 net
acres of developed and undeveloped
land and interests in production and
drilling infrastructure. 4
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Brazil’s state-owned company Petro-  recent discovery in its deepwater sector

leo Brasileiro SA (Petrobras) has big led some officials to speculate that the
development plans for the Santos basin.  so far gas prone basin’s subsalt realm

The Santos Basin Business Unit’s might become another Campos basin in
master plan calls for $18 billion in terms of ultimate recovery.

investment in the next 10 years. ]
The production goals for 2010-11 Production ,DO/BS

are 1.05 bcfd of gas and 100,000 b/d Petrobras describes five production
of oil, compared with 42 MMcfd and poles, two of which are producing now
10,000 b/d at present. The projected and three more that will come into pro-

1.05 befd is slightly more than the 990  duction in the
MMcfd of gas Brazil now imports from  next several

Bog]fi.zle Santos basin’s 352,000 sq km, X?lagr.SZ(g,)CZ}](;O& Petro h ras [:ha rts dev.e I 0. p m e “
et ™ | hubg for Santos hasin fields

Twenty-five percent of the concession * Cedro

areas Petrobras holds in Brazil are in and giant

the Santos basin. Petrobras and partners  Mexilhao fields 137 km off the Sao

hold 11.5% of the basin’s acreage. Sebastiao Terminal are to start produc-
Of the total area under concession, ing early in the next decade, initially at

52% lies off Sao Paulo state, 35% is oft  280-320 MMcfd of gas into facilities
Rio de Janeiro, 7% is off Santa Catarina, with a capacity of 530 MMcfd of gas

and 6% is off Parana. and 20,000 b/d of condensate.
All indications are that the basin is * Another pole, dubbed Polo Centro,
only lightly explored, and the most includes unexplored areas seaward of

Merluza and Lagosta fields. If it pans

How SANTOS BASIN INFRASTRUCTURE MAY DEVELOP
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out, production could be tied back to
Mexilhao.

e Merluza field, discovered in 1979
and producing gas-condensate since
1992, is making 42 MMcfd of gas and
1,600 b/d of condensate. Gas output is
to climb to 88 MMcfd in 2008 when
the platform begins accepting gas from
nearby Lagosta field and from the SPS-
25 well area. Installation of a second
platform could boost gas handling
capacity to 350 MMcfd by 2010.

Merluza-Lagosta and Mexilhao-Cedro
will be connected to a $300 million gas
treatment plant at Caraguatatuba. The
plant would have two units with capaci-
ties of 265 MMcfd each, and could be
expanded to 800 MMcfd.

* Urugua and Tambau fields would
anchor another production pole at
Block BS-500 about 100 miles off Rio
de Janeiro. Production there is esti-
mated at 150,000-200,000 b/d of
oil and 775 MMcfd of gas in 2011.
Petrobras declared Urugua commer-

cial in December 2005. Urugua and
Tambau are in 3,280-4,600 ft of water.
Urugua’s reserves are 250 million bbl
of 33° gravity oil and 1.3 tcf of gas, and
Tambau'’s are 1.8 tcf of gas.

¢ The Southern Pole, 125 miles off
Sao Paulo, Parana, and Santa Catarina
states, produces 9,000 b/d of oil from
the SS-11 platform off Parana from
several declining fields. Cavalo Marinho
field is to go on production in 2008 at
18,000 b/d, and Petrobras believes the
area has the potential to deliver as much
as 140,000 b/d and 105 MMcfd.

Deepwater subsalt

A great deal of optimism surrounds
Petrobras’s recent deepwater subsalt
discovery.

Petrobras, operator with 65% interest
in Block BM-S-11, said the Tupi well in
6,975 ft of water 175 miles off Rio de
Janeiro flowed 4,900 b/d of 30° gravity
oil and 5.3 MMscfd of gas from a deep
presalt reservoir (OG]J Online, Oct. 6,

ON ==Y/ =\

2006). BG Group holds 25% interest
and Petrogal 10% interest in the frontier
block.

The well, which went to true vertical
depth of 19,680 ft, is the first drilled
on the block and the first to penetrate
an evaporatic salt sequence more than
6,500 ft thick, Petrobras said.

The discovery “follows on from the
discovery earlier this year of oil with
the (Petrobras operated) Parati well
some 70 km distant in Block BM-S-10,”
BG said. Petrobras said Parati is non-
commercial.

BG said it has built a “material expo-
sure” to the new hydrocarbon province
with equity interests ranging from 25
to 60% in seven blocks in the Santos
basin that contain numerous prospects.

Petrobras geologists noted that
Linguado and Badejo fields, discov-
ered in 1978-79, respectively, produce
subsalt light oil in shallow water in the
Campos basin to the northeast off Rio
de Janeiro. 4

Operators more than replace 2005 produced reserves in US

Operators in the US replaced 164%
of dry natural gas production and 122%
of crude oil production in 2005, the
US Energy Information Administration
estimated.

US proved reserves at Dec. 31, 2005,
were 21.757 billion bbl of crude oil,
up 1.8% on the year, 204.385 tcf of
gas, up 6.2%, and 8.165 billion bbl of
natural gas liquids, up 3%.

The 11.87 tcf increase was the larg-
est gain in natural gas proved reserves
since 1970, but 2005 was the first up-
tick for oil reserves in 3 years, EIA said.

Oil production fell 4.7% to 1.733
billion bbl, gas output was down 4%
to 18.458 tcf, and NGL production
dropped 4.7% to 788 million bbl in
2005, the agency pointed out

As in most recent years, most of the
oil and gas reserves additions in 2005
came from extensions to existing fields,
not from new field or new reservoir
discoveries.
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Booked Gulf of Mexico deepwater
reserves fell to 4.042 billion bbl of oil
and 17.427 tcf of gas. Both figures in-
clude the Alabama federal offshore area.

Gas reserves

Gas reserves additions in the Lower
48 states alone overcame a 10% drop
in gas reserves reported for the Gulf of
Mexico federal offshore to 17.427 tcf,
EIA said.

Texas and Colorado led the nation
in 2005 gas reserves additions with
notable reserves increases in Newark
East field, core field of the Barnett shale
play in the Fort Worth basin, and Igna-
cio-Blanco field, producing from tight
sands and coal beds in the San Juan
basin in southwestern Colorado.

Gulf gas production had been falling
about 10%/year for several years before
hurricanes Katrina and Rita in August
and September 2005.

Extensions to existing gas fields in

2005 added 21 tcf, 16% more than in
2004 and 74% more than the prior 10-
year average. New field gas discoveries
were 942 bcf, 46% less than the prior
10-year average, and new reservoir gas
discoveries in old fields were 1.2 tcf,
45% less than the prior 10-year average.

EIA figures for Wyoming showed 2
tcf of reserves added from field exten-
sions, while upward revisions of 2.2 tcf
more than made up for 1.8 tcf of nega-
tive revisions. This brought the state’s
dry gas reserves to 23.8 tcf at the end
of 2005.

US coalbed methane reserves
climbed 8% to 19.892 tcf, and CBM
production was up slightly to 1.732
tcf. Coalbed methane production was
listed in Alabama, Arkansas, Colorado,
Indiana, Kansas, Montana, New Mexico,
Ohio, Oklahoma, Pennsylvania, Utah,
Virginia, West Virginia, and Wyoming.

Exploratory and developmental gas
completions were up 27% from 2004.

Oil & Gas Journal / Nov. 20, 2006

Previous Page | Contents | Zoom In | Zoom Out | Front Cover | Search Issue | Next Page (Mags


http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo

OIL&GAS

JOURNAL ~ Previous Page | Contents | Zoom In| Zoom Out | Front Cover | Search Issue | Next Page qMags ‘

’ﬁ. {

Managing E&P Growth &
with Limited Resources

L -

www.offshoreasiaevent.com

The 2nd annual Offshore Asia (OA) Conference & Exhibition is scheduled for 16 - 18
January 2007 at the Kuala Lumpur Convention Centre in Kuala Lumpur, Malaysia.
Over 1,000 people and 60 exhibitors are expected from the energy centers of the Asia
Pacific area.

Expanding economies in Malaysia, India, China, and all of Southeast Asia are creating
enormous demand for oil and gas. As a result, offshore exploration and development
activity in the Asia Pacific arena is rapidly increasing beyond all historical levels for the
foreseeable future.

OA brings the latest advances in this rapidly expanding offshore marketplace. The
conference theme “Managing E&P Growth with Limited Resources” examines the latest
advances in deepwater exploration and production.

For more information about exhibiting, sponsoring or attending OA visit our website at
www.offshoreasiaevent.com

Pe Well

PennWell conferences and exhibitions are thought provoking
events that cover your area of expertise, allowing you to stay
ahead in a constantly changing industry.

Conference & Exhibition

16-18 January 2007 - Kuala Lumpur, Malaysia
Kuala Lumpur Convention Centre

Conference Management Contacts:

Conference Manager:

Victoria Knowles
Phone: +44 (0) 1992 656 630
Fax: +44 (0) 1992 656 700
Email: oainfo@pennwell.com

Exhibit/Sponsorship
Sales Manager:

Sue Neighbors
Phone: +1 713 963 6256
Fax: +1 713 963 6212
Email: oasales@pennwell.com

Flagship Media Sponsors:

Offshore

Exhibit/Sponsorship
Sales Manager:
Dawn Peek
Phone: +1 713 963 6213
Fax: +1 713 963 6201
Email: oasales@pennwell.com

Exhibit/Sponsorship
Sales Manager:
Michael Yee (in Singapore)
Phone: + 65 9616 8080
Fax: +65 6734 0655
Email: yfyee@singnet.com.sg

Sponsors:

“ABS AKERKVERNER

— XX
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OIL STATES INDUSTRIES, INC.
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Oil and NGL

Qil reserves declined in Alaska and
the Gulf of Mexico federal offshore and
increased in Texas and California.

The oil reserves figures do not
include volumes in large deepwater dis-
coveries that have been made in recent
years in the gulf and are not yet booked
(OGJ, Sept. 25, 2006, p. 36).

Texas, Wyoming, and Montana were
the top three states with Lower 48 oil
reserves increases.

Extensions to existing oil fields in
2005 added 805 million bbl of reserves,
30% more than in 2004 and 53% more
than the prior 10-year average. Most of
the reserves increases from extensions
came at fields in Texas, California, Mon-
tana, and Wyoming.

New field oil discoveries added 205
million bbl, almost totally (201 mil-

lion bbl) in the gulf and six times the
2004 figure and only 49% of the prior
10-year average. New reservoir discov-
eries in existing fields were 41 million
bbl, 69% less than 2004 and 23% of the
prior 10-year average.

Oil production was lower in the gulf
and in Alaska. Rocky Mountain states
generally had gains, with Montana
posting the largest increase of 36% to
427 million bbl from Bakken formation
development in the Williston basin.

Exploratory and development oil
completions were 25% higher than in
2004.

Operators replaced 130% of NGL re-
serves, the sum of lease condensate and
natural gas plant liquids reserves. NGL
reserves represented 27% of combined
crude oil, condensate, and plant liquids
reserves of 29.922 billion bbl. 4

India

The submerged Shiva crater in the
Mumbai offshore basin, with 500 km
diameter and 7 km of structural relief,
has emerged as a viable candidate for
the Cretaceous-Tertiary mass extinction,
said a publication by the Texas Tech
University Museum, Lubbock, Tex.

The peak ring of the multiringed
crater is the structural trap for oil and
gas, wrote Sankar Chatterjee and three
other authors.

Shiva has reserves in Miocene forma-
tions exceeding 8.4 billion bbl of oil,
24.2 tcf of gas, and 300 million bbl of
natural gas liquids. The total 12.7 bil-
lion bbl of oil equivalent is from 165
fields of which 126 are 1 million boe
or greater in size.

Shiva is at the juncture of India’s Sau-
rashtra, Surat, Panna, Murad, and Shelf
Margin basins.

Pakistan

GEMS International NV let a contract
to SCAN Geophysical ASA, Oslo, to ac-
quire 3,000 km of 2D seismic data off

46

Pakistan for the Pakistani government
agency National Institute of Oceanog-
raphy.

The 1-month survey is to start in
mid-November.

Handling the survey is the M/V Geo
Searcher, which just completed survey-
ing off India using a 10,000-m long
streamer and high volume sources.

Norway

The Norwegian Petroleum Director-
ate let a contact to Electromagnetic Ge-
oservices (emgs), Trondheim, Norway,
for a proprietary seabed logging survey
of the Troms II area near the Lofoten
Islands off northern Norway.

Hydrocarbon detection is carried
out by a low-frequency electromagnetic
source towed across an array of retriev-
able receivers placed on the seabed.
Emgs, which has conducted more than
200 surveys, recently ordered a fifth
vessel to meet growing demand.

ON=a\Y

Louisiana

Ensight Partners III, private Shreve-
port independent, and Meridian Petro-
leum PLC, London, will conduct a field
development study of Calvin gas field in
Winn Parish in early 2007 under a 50-
50 cost and production split.

The companies will follow with a
detailed plan of exploitation in Creta-
ceous Rodessa and Sligo/Pettet down to
Calvin Deep and Troy lime.

Meanwhile, Meridian is completing
the Calvin 36-1 well and plans flow
tests.

Montana

First Star Resources Inc., Vancouver,
BC, plans to purchase 100% working
interest in Mosser Dome oil field in
Yellowstone County from Big Snowy
Resources LP, Billings.

The field has 21 wells on 360 acres
that produce a total of 50 b/d of 22°
gravity oil from the Lower Cretaceous
Greybull sand at 1,000 ft. Closing is
expected by Feb. 1, 2007.

The field, which has produced more
than 500,000 bbl since discovery in
1936, may also have potential in the
shallower Muddy and Basal sands.

Washington

Comet Ridge Ltd., Perth, said its US
unit St. Helens Energy LLC bid success-
fully on 7-year leases covering 18,159
acres in the nonproducing Grays Harbor
basin along the Pacific Coast southwest
of Olympia, Wash.

St. Helens Energy is receiving results
of 450 line-miles of reprocessed 2D
seismic data, and prospect and lead
generation is under way. More seismic
is to be acquired in early 2007.

The acquired leases are largely
contiguous with the 420,000 acres the
company holds under an exclusive 2-
year option in the Grays Harbor basin.
No further details of that option were
available.
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New record invest-
ments in a deepwater
wildcat, shallow water
development projects,
shipyards, LNG facili-
ties, and even discussion
of a new refinery signal
continuing belief in Canada’s maritime
basins.

Chevron Canada Resources is now
drilling the most expensive well to-date
in Atlantic Canada, a deepwater wildcat
off Newfoundland in the untested East
Orphan basin.

Presentations at the recent Cana-
dian Offshore Resources conference
in Halifax, NS, and the Atlantic Canada
Energy Summit in St. John, NB, suggest
that local firms will need to ramp-up
operations to handle upcoming oil, gas,
and power project requirements. More
than 300 firms attended a procurement
session on EnCana Corp.'s Deep Panuke
project.

Canada is wrestling with the chal-
lenge of attracting financial capital to
untested basins. Although there is large
potential, there is also more inherent
risk. Operators continue to pour capital
into projects designed to maximize the
value of old, depleted fields, or explore

for new reservoirs in well-drilled basins.

In 2002, Thomas S. Ahlbrandt clas-
sified the conventional natural gas
reserves of Atlantic Canada in the same
range as the Western Canada Sedimenta-
ry Basin and offshore Brazil, thought to
contain 6-120 tcf. Ahlbrandt expected
1-20 billion bbl of conventional oil off
eastern Canada, akin to reserves in the
WCSB and northwest Australia.’

Nova Scotia

According to Kris Kendall, Nova
Scotia Department of Energy, there have
been 125 wildcats drilled off Nova
Scotia, 20 gas discoveries, and 4 oil
discoveries.?

In its 2005-06 annual report, the
Canada-Nova Scotia Offshore Petroleum
Board reported a slight reduction in
activity over the past 3 years (Table 1).
C-NSOPB'’s Neal Dawe told OG]J in Oc-
tober that 204 wells have been drilled
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off Nova Scotia

There are 27 active exploration li-
censes offshore Nova Scotia with a total
original work commitment of about $1
billion (Can.).

There was heated discussion of the
perpetual nature of “Significant Discov-
ery” licenses at the Canadian
Offshore Resources Exhibition
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DRILLING MARKET FOCUS

& Conference in Halifax last
month. Tom Hickey, CORE.06

conference chair and past chair
of the Offshore Technology
Association of Nova Scotia
(OTANS), noted that operators
of 11 SDLs had failed to drill
any wells for 21-33 years.

New prﬁjects develop
lan Maritimes

. c
BEPCo Canada plans to

drill an exploratory well about 200 km
south of Halifax in 2007.

Onshore Nova Scotia, Stealth Ven-
tures continues drilling for coalbed
methane in Cumberland and Pictou
counties (OG]J, Aug. 21, 2006, p. 46).
EOG Resources has recently drilled for
oil in the East Hants area.

Sable

The Sable Offshore Energy Project
(SOEP) encompasses Thebaud, Ven-
ture, and North Triumph fields (Tier 1
development); and Alma, South Venture,
and Glenelg fields (Tier 2); 28 wells
were proposed for the six fields, all to
be drilled with jack up rigs (www.soep.
com).

At the CORE.06 conference on Oct.
4, Brent Janke, ExxonMobil Canada’s
Sable asset manager, said that Sable
reached its 1-tef production milestone
in September.

The C-NSOPB reported that Septem-
ber production from SOEP dropped to
279 million cu m gas, from a 12-

Nina M. Rach
Drilling Editor

month high of
_380 million cum  GANADA-NOVA SCOTIA OFFSHORE
in July. PETROLEUM BOARD ACTIVITIES' e

Four other
fields could poten- 2005-06 2004-05 2003-04
tially be developed Drilling program authorizations 1 3 4
for Tier 3 Arcadia, Daréllgggs%%%rfsm enV|vronrnentaI 1 1 10
Chebucto, Citnalta, Uehs @pproved to drill 2;‘ 5 L
and Onondaga' "Fiscal year Apr. 1-Mar. 31. 2Includes 3 wells and 1 sidetrack.

In 2003, CHC
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DEEP PANUKE DEVELOPMENT
Q

Maritimes &

Northeast pipeline

\

Helicopter Corp. opened a new $4
million heliport at the Halifax Interna-
tional Airport, including a 26,000 sq ft
hanger for four helicopters. CHC was
flying two helicopters to GlobalSantaFe
Corp.’s GSF Galaxy 1II jack up most of
this year, according to CHC regional
director Barry Clouter.

The rig finished drilling ExxonMobil
Canada’s Alma-3 development well in
March but has remained on location
at the Thebaud platform, serving as
the accommodations module during
work on the new compression facilities.
GlobalSantaFe reported on Oct. 6 that
the Galaxy II contract with ExxonMo-
bil, at about $125,000/day, will finish

48

N ova

Wellhead platform

. D
(6 production wells,
1 injection well)

Scotia

EnCana onshore facilities

SOEP Goldboro gas plant '

mid-November, followed by a 3-week
contract at $300,000/day before the rig
moves to the North Sea.

Thebaud’s 7,600-tonne compression
platform, which arrived from Europe
this past summer aboard the Saipem
7000 heavy lift vessel, has been installed
next to the Thebaud central processing
platform. The 8-leg jacket was built at
Saipem Energy International’s Intermare
Sarda division in Sardinia, Italy, and sent
by barge to Rotterdam. Daewoo built
the topsides and SIF Group BV fabri-
cated the piles.

Deep Panuke
The Deep Panuke gas field discov-

Fig. 1

~

Accommodation platform

ery was announced in 2000, after

four wells were drilled about 250 km
southeast of Halifax, 1998-2000. An
environmental review completed in De-
cember 2002 concluded that the project
is unlikely to cause significant adverse
environmental effects.

In January 2006, EnCana selected
the mobile offshore production unit
concept and will probably lease a jack
up to serve as the platform, capable of
processing 300 MMcfd (down from
400 MMcfd initially proposed) over 13
years. The company plans to award the
MOPU contract by late 2007.

EnCana signed the Deep Panuke
offshore strategic energy agreement
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(OSEA) with the Province of Nova
Scotia in June 2006, outlining the field
development framework (Fig. 1).

In mid-August, EnCana held a pro-
curement session in Halifax to discuss
Deep Panuke with potential service com-
panies and contractors, and announced a
new initiative to build land drilling rigs
in Nova Scotia (OG]J, Sept. 18, 2006, p.
48).

A few weeks later, EnCana filed the
project description for Deep Panuke,
triggering the start of the environmen-
tal assessment process (under the Cana-
dian Environmental Assessment Act).

Dave Kopperson, Encana vice-presi-
dent for Atlantic Canada, said in a pre-
sentation at CORE.06 that the company
plans to drill five to eight gas produc-
tion wells to 3,600-4,000 m, as well as
an acid-gas disposal well. The project
will also require an offshore sour-gas
treatment facility.

Decommissioning

The Cohasset Panuke project was
operated 1992-99, producing 7.07
million cu m of oil (44.5 million bbl)
in 7 years. The project was operated
by PanCanadian (now EnCana); Nova
Scotia Resources (Ventures) Ltd. holds
50% interest.

The Rowan Gorilla III jack up drilled
wells at both Cohasset and Panuke fields
and served as the production process-
ing facility, offloading to the moored
Nordic Apollo storage tanker. Platform
and facility decommissioning began in
2000 but was suspended temporarily in
2001 while the operator considered use
of remaining facilities for the Deep Pan-
uke development. In mid-2003, EnCana
abandoned the 14 Cohasset Panuke
production wells, but left subsea lines.

NS dry well

EnCana used the Rowan Gorilla VI
to drill the Dominion J-14 exploration
well, north of Deep Panuke, late last
year (OGJ Online, Oct. 5, 2005). Ma-
rauder Resources East Coast Inc., which
earned a 25% working interest in the
EL 2357 (Grand Pre) block, announced
Dec. 28 that the 3,700-m well was dry.
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The partners drilled a sidetrack to test
additional zones in the Abenaki reef mar-
gin formation, source of the Deep Pan-
uke natural gas discovery, but announced
Jan. 23 that the J-14a reached 4,440-m
(measured depth) and was dry.

Orphan basin

Chevron Canada Resources is drilling
what will be the most expensive well
ever off eastern Canada, a deepwater
wildcat off Newfoundland in the un-
tested East Orphan basin.

In August, ExxonMobil Canada
secured the fifth-generation Eirik Raude
semisubmersible, under 2-year contract
from Ocean Rig ASA, to drill the first
exploration well in the Orphan basin,
on the edge of the continental shelf. The
Orphan basin is just north of the Jeanne
D’Arc basin, which contains New-
foundland’s three operating offshore
developments: Hibernia, Terra Nova,
and White Rose.

Four partners hold eight exploration
licenses in the Orphan basin: Chevron
Canada Resources (50%), ExxonMobil
(15%), and Imperial Oil Ventures Ltd.
(15%) were the original bidders on
the licenses in 2003, and Shell Canada
Ltd. farmed into 20% in 2005. Chev-
ron is lead on four of the licenses and
is designated operator for the drilling.
ExxonMobil is lead on the other four
licenses.

Chevron spudded the Great Barasway
F-66 well from the Eirik Raude on Aug.
18 in about 2,350 m water. The well is in
the EL-1076 license area; the 9-year ex-
ploration license began on Jan. 15, 2004,
and cost $181.3 million (Can.).**

The F-66 well will cost about $140
million (Can.) and take about 4 months
to drill in extremely harsh conditions
(deep, cold, iceberg-prone waters and
high winds).

The well will test Early Cretaceous
and Late Jurassic sequences that may
contain reservoir and source rocks
similar to those in the Jeanne d’Arc and
Flemish Pass basins.’

The partners are testing new con-
trolled-source electromagnetic (CSEM)
seabed logging technology in the Or-

phan basin; C-NLOPB approved surveys
for all eight license areas.”

An array of electric field receivers is
suspended about 50 m above the ocean
floor, and a high-powered electro-mag-
netic source is towed through the water,
transmitting a low-frequency signal.
The technology was successfully tested
in the UK North Sea in summer 2005
(OGJ, Oct. 2, 2006, p. 33).

Chevron and partners in the Great
Barasway well are also the first Ca-
nadian participants in the “scientific
and environmental ROV partnership
using existing industrial technology”
(SERPENT) project. This international
collaborative program involves oil and
gas operators, scientific partners, and
academic institutions in furthering the
understanding of deepwater ecosys-
tems (www.serpentproject.com). The
work off Newfoundland will center on
the scientific use of an ROV during the
deepwater drilling.

BP PLC, Subsea 7, and Transocean
Inc. are founding project partners of
SERPENT.

White Rose

Husky Energy Inc. reported third-
quarter results in October. The company
spent about $20 million (Can.) using
the Western Geco vessel Western Regent
to record 850 sq km of 3D seismic data
during its 2006 program. The 3D was
shot near White Rose and Terra Nova
oil fields to evaluate future exploration
opportunities in the Jeanne d’Arc basin.
Husky also has the Rowan Gorilla VI
jack up drilling rig under contract for
about $200,000/day through October.

Husky announced a discovery in
June at the White Rose 0-28 delineation
well, describing a 280-m oil column
in the Ben Nevis Avalon formation. The
company spudded the O-28X sidetrack
on June 1; it was plugged and aban-
doned on June 26.

On July 1, the Rowan Gorilla VI
spudded the F-12 well at the West
Bonne Bay prospect in 100-m water.
The well is about 15 km northeast of
Terra Nova oil field and was drilled for
Husky and Norsk Hydro Canada Gas &

49

Previous Page | Contents | Zoom In | Zoom Out | Front Cover | Search Issue | Next Page (Mags


http://www.qmags.com/clickthrough.asp?url=www.serpentproject.com&id=11832&adid=P49E1
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo

OIL&GAS
JOURNAL

OIL&GAS
JOURNAL

Previous Page | Contents | Zoom In | Zoom Out | Front Cover | Search Issue | Next Page qMags

A

AMEQUEST SEMISUBMERSIBLE SERVICE VESSEL

3

1. Multipurpose tower
2. Heavy-lift mast crane

3. Heavy-lift pedestal crane
4. Service crane

5. Test equipment area

6. Catwalk

7. Column riser storage bay
8. Pipe storage area

9. Moonpool skidding panel
10. Subsea tree storage

11. Moonpool

12. ROV platform

13. Accommodation

Oil Inc. The F-12Z sidetrack was spudded

onAug. 31, reached 4,015 m, and on Oct.

20, Husky announced finding hydrocar-
bons in the Upper Hibernia reservoir.

In late October, the Rowan Gorilla VI
rig was waiting on weather to be towed
to BP’s North Amethyst K-15 site in the
UK North Sea, where it will work for
Talisman at about $285,000/day until
November 2007.

The White Rose field contains about
240 million bbl, proved and probable
reserves.

Gross production at White Rose in
the third quarter averaged 104,700
b/d, with 75,900 b/d net to Husky.
The sixth production well, scheduled
to come on stream at the end of 2006,
will increase reservoir production to
125,000 bo/d.

Husky conducted throughput tests
on the White Rose FPSO and plans are
in place to debottleneck the facility to
about 140,000 bo/d during the turn-
around scheduled for summer 2007.

50

West Newfoundland
In mid-October, St. John’s-based
Vulcan Minerals Inc. announced that it

would continue its $2.5-million explo-
ration program in the Bay St. George
basin on the west coast of Newfound-
land with additional financing secured
in September. Vulcan is operating its
own RD10 land rig with a local crew.

The company began drilling a 900-m
well in late October at Flat Bay No. 5,
about 2 km east of Flat Bay No. 2, target-
ing Lower Carboniferous clastics and
limestones, and expects to move to a sec-
ond drillsite before the end of the year.

Canadian Imperial Venture Corp.
(CIVC), also based in St. John's, an-
nounced Oct. 17 that it secured a land
rig from Precision Drilling Trust to re-
enter the Port au Port sidetrack well in
the Garden Hill South field, Port au Port
Peninsula.

Precision moved the rig to the Garden
Hill site from New Brunswick in early
November. Drilling is expected to take
14 days, followed by production testing.

Ireland’s PDI
Production Inc. op-
erates the Garden
Hill development
on behalf of part-
ners CIVC, Enegi
of St. John’s, and
UK-based Gestion
Resources under a
$4.4-million ex-
ploration program.

East
Newfoundland
The Bull Arm

industrial site in
Trinity Bay, about
130 km from St.
John’s, will be
reevaluated under
a new board of
directors, an-
nounced Oct. 17.
The site was built
for the Hibernia
oil project in 1990
and later contrib-
uted to the Terra
Nova and White Rose offshore projects.
The Bull Arm Site Corp. will take a
more commercial focus under the new
board of seven, including president and
CEO Joan Cleary and a representative of
the Department of Natural Resources.

New Brunswick

According to the New Brunswick
Department of Natural Resources,
petroleum companies planned to spend
$20 million (Can.) on exploration and
more than $80 million on development
projects in 2006:

 Contact Exploration Inc. Stoney
Creek project, Hillsborough area (oil,
gas).

 Corridor Resources Inc. McCully
field, southern New Brunswick (gas).

* PetroWorth Resources Inc. South-
eastern New Brunswick (oil, gas).

On Nov. 7, the company said it had
acquired two additional exploration
permits covering 7,000 acres in South-
ern New Brunswick, and had nearly
completed a 2D seismic program. In
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Independent operators are playing a vital role in oil and gas exploration and
production, and their increased participation in the international E&P arena has
created information needs particular to that group.

However, there are as many financial opportunities challenges as there are technical
challenges for independent operators. The savvy operator needs to know how to
assess the turbulent waters of international oil and gas exploration, what to look
out for, and where to go for the best advice.

At PennWell’'s Independent Operators Forum, executives, managers, and decision-
makers from small to mid-size independent operators, investors, financial institutions,
and law firms from around the world gather to exchange information, experiences,
plans and forecasts. Subject matter runs from innovative redevelopment concepts
to project financing, from new technologies to decommissioning and abandonment
liabilities. Leading experts in the field will address each of these topics.

If you are involved in international exploration and production, you need to know the
latest information on both these technical challenges and want to know about the
financial opportunities. The Independent Operators Forum brings the best minds in
the business together for two days of strategic information and real-life solutions.
Make your plans now to be there.
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PennWell conferences and exhibitions are thought
provoking events that cover your area of expertise, allowing
you to stay ahead in a constantly changing industry.
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early October, Halifax-based Corridor
Resources announced that it had assent
from the New Brunswick Board of
Commissioners of Public Utilities and
would receive a permit to construct
pipelines and related facilities to con-
nect the McCully natural gas field with
the Maritimes & Northeast pipeline.
Corridor plans to begin production
during development Phase 2 by Febru-
ary 2007 and reach gas plant design
capacity of 30 MMcfd by early spring.
New Brunswick is also considering
a 145-km pipeline that would connect
the Canaport LNG facility in Saint John
to the Maritimes & Northeast pipeline
at the US border near St. Stephen, NB.
The National Energy Board, an inde-
pendent Canadian federal agency, held
a prehearing planning session for the
Emera Brunswick pipeline on Oct. 12
in Saint John, NB. The public hearing to
consider Emera’s application to build and
operate the Brunswick pipeline project
began Nov. 6 and will last several weeks.
New Brunswick’s Department of
Natural Resources expects provincial
participation at the upcoming North
American Prospect Expo in Houston,
Feb. 1-2, 2007.

Quebec

An historical shipyard on the Saint
Lawrence River may become a new
source of jack up drilling rigs. In early
October, Gilles Gagné, president of the
privately-owned Industries Davie yard,
said “Our firm designed and built 12
offshore platforms in the early 80s and
is fully equipped to deliver jack-up
drilling platforms.”

Norway’s Teco Management SA an-
nounced its $28.4 million (Can.) acqui-
sition of the shipyard Oct. 13.Teco will
provide $13 million and the province
of Quebec will guarantee 50% of a
$15.5-million loan to get the shipyard
back in operation. Teco intends to build
offshore drilling platforms at the ship-
yard, which had been in bankruptcy
since 2001.¢

Among other projects, the shipyard
finished the conversion of Petrobras P-
36 from a semisub drilling unit (Spirit

52

of Columbus) into a floating produc-
tion unit. Now working in 1,500 m
water off Brazil, the P-36 is capable of
processing 180,000 bo/d and 7.2 mil-
lion cu m/day of natural gas.

Industries Davie is also promoting
a new multiservice semisubmersible
vessel design, the Amequest. The new
semisub would be capable of well-in-
tervention, completion, and pipelay
activities in deep water.

The plans incorporate components
from Netherlands-based Huisman-Itrec:
a multipurpose tower (1.8-million-1b
hook load); heavy-lift mast crane; and
heavy-lift pedestal crane (Fig. 2).The
Amequest semisub design also features
Kongsberg Simrad dynamic positioning
systems (main redundant system: SDP-
21; backup system: SDP-11).

Amequest is based on Shipyard de
Hoop Lobith BV’s Amethyst design;
only one was built, now the Pride South
America (second-generation semisub).

Pride International Inc. operates four
Megathyst-class (revised Amethyst de-
sign, fourth-generation semisub) drilling
rigs, all working off Brazil for Petrobras.
The Pride Carlos Walter and the Pride
Brazil (delivered in 2001) began new,
2-year contracts in June 2006 at a base
rate of $137,000/day plus a 15% perfor-
mance bonus potential, for a maximum
possible rate of $157,000/day.

The newer Pride Rio De Janeiro and
Pride Portland were completed in early
2004 at the Cianbro Corp. shipyard,
Pittsfield, Me. and are owned by Petro-
drill Offshore Inc. (OGJ, Nov. 22, 2004,
p- 51; Jan. 24, 2005, cover). Under new
5-year contracts that began in fall 2005,
Pride said it will receive $9,000/day to
manage each rig, and Petrobras will pay
a base rate of $141,750/day in addition
to a 15% performance bonus, for a max-
imum possible rate of $164,000/day.

Ahead

The market sees mixed signals from
operators because of price fluctuations
in natural gas. The two largest operators
in Canada, EnCana and Canadian Natu-
ral Resources Inc., have both announced
they are considering capital cutbacks

Q) /\

for 2007. If this materializes, it’s more
likely to affect drilling plans in western
Canada than off the east coast.

RBC Capital Markets analyst Angelo
Guo said in September, “we expect to
see a widespread reduction in gas drill-
ing into 2007 before things turn better
in late 2007 or 2008.”

Sable’s asset manager Janke said that
operators will focus on efficiency and
cost reduction for all projects and that
creativity is necessary to maintain the mo-
mentum in Atlantic Canada. He said it’s
important to maintain infrastructure “or
else the economics of the smaller offshore
fields will be untenable.” Janke stressed
the government’s role in providing an ef-
ficient, value-added regulatory system.

Rowan'’s chairman and CEO Danny
McNeese noted that although there is very
light drilling scheduled off Canada for
2007, he hopes for more activity in 2008,
adding that “200 Canadians work for
Rowan.”

CORE.06 Chair Tom Hickey said,
“Decisions taken now will significantly
influence the nature and state of the
industry to come.” 4
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As easy oil becomes more difficult
to find and produce, Royal Dutch Shell
PLC sees enhanced oil recovery (EOR)
contributing more to the world’s grow-
ing energy needs.

Primary and secondary production
methods leave about two thirds of oil in
the ground, said John Barry, vice-presi-
dent for unconventionals and EOR for

Shell, in a recent webcast. EOR methods
could produce some of this oil.

Barry estimated that the world’s
existing oil fields might produce more
than 500 billion bbl of oil with EOR
methods that recover an additional 10%
of the original oil in place.

Barry said Shell has more than 30
years of experiences in EOR processes
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that include:
=2 ; ;
b * Reducing the vis-
" cosity contrast between
,'N KN, . .
oil and water with steam
{1\ injection. Heat added
LR o the reservoir reduces

the oil viscosity, thereby
allowing it to flow easier.

* Reducing the surface tension
between oil and other fluids in the
reservoir by injecting surfactants or a
solvent such as carbon dioxide, thereby
allowing the oil to be swept easier from
the reservoir.

Barry said by 2030, EOR methods
may account for about 10-15% of
Shell’s oil production.

Steam projects

Shell’s EOR holdings include a 52%
interest in AERA Energy LLC, which op-
erates several steamfloods in California
that produce about 100,000 b/d of oil
(EOR survey OGJ, Apr. 17, 2006, p. 47).
South Belridge is AERA’s largest opera-
tion, recovering about 38,000 bo/d
with steam injection.

South Belridge first started produc-
ing in the 1940s with steam injection
starting in the 1960s. Barry noted
that the field is an example of “how
long-term continuous application of
emerging technologies and operational
efficiency can maintain profitable EOR
production.”

In South Belridge, AERA has adopted
aToyota-like approach in its operations
that are more commonly associated
with manufacturing than the traditional
oil industry. The approach allows AERA
to drill about 800 wells/year in the
field while maintaining very competi-
tive operating costs, Barry said.

Also Shell Canada Ltd. operates ther-
mal oil recovery projects in the Peace
River area of Alberta. For many years,
Shell has investigated many methods
for economically producing the highly
viscous, 7 billion bbl in place resource
on its leases in Peach River (Fig. 1); but
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to date, it has recovered only a small
amount of this oil, about 50 million
bbl, Barry said.

To improve the economics for
producing more oil from this resource,
Shell has started using such technolo-
gies as time-lapsed seismic, tilt meters,
and microseismic to detect where the
injected steam goes (Fig 2).

Tilt meters can detect changes on
the surface of only a few millimeters
as injected steam heats the subsurface
formations, while microseismic uses
downhole geophones to listen to the
events created by the injected steam.
The small noises from rock and sand
grains moving around and readjust-
ing in response to heating can indicate
the direction in which steam advances
through the reservoir

These technologies provide Shell a
better understanding of how to inject
steam efficiently and will lead to ex-
panding the production from the area,
Barry said.

Shell also is involved with Petroleum
Development Oman (PDO) in starting a
steamflood in the fractured carbonate in
Qarn Alam field. Most previous steam-
floods have been in sandstones.

The viscous 220-cp oil in the field is
mostly in the matrix that is surrounded
by fractures. The field currently produc-
es under gravity drainage that is a slow
process. PDO fills the fractures with gas
and the oil gradually flows from the
matrix into the fractures.

By injecting steam in the fractures,
PDO expects to lower the oil viscosity
by a factor of about 100 to accelerate
oil flow (Fig. 3). Barry said the field’s
oil recovery factor should increase to
20-25% from the current 2-3% esti-
mate.

Polymer injection

Another project in Oman will inject
polymer and surfactant to enhance oil
recovery in Marmul field. Barry said a
pilot in the 1980s showed the effective-
ness of polymer injection to increase oil
recovery, but low oil prices forestalled
the project’s start-up. Now that the
project has been dusted off, PDO plans
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a 27-well development, he said.

Marmul has slightly less viscous
oil than Qarn Alam and its Al-Qalata
reservoir has had water injected for
several years. In the 1980s, a pilot in the
Al-Qalata injected water viscosified with
a polymer.

Fig. 4 shows the increased crude oil
cut toward yearend 1986 in the four
wells around the central injector. Barry
said at that time oil prices decreased to
less than $10/bbl and PDO deferred the
project.

In the new project, PDO plans to
start polymer injections on the field’s
flanks and then as soon as possible start
injecting surfactants with polymer to
reduce oil saturation. PDO expects to
recover about 10% of the trapped oil
from the field, Barry said.

Carbon dioxide

Shell was a pioneer in developing
miscible CO, flooding in the Permian
basin of West Texas. Its Denver City unit
is a good example of the technology’s
effectiveness (Fig. 5). Shell no longer
operates the flood, but CO, flooding
continues to produce an estimated
29,000 bo/d from the unit (OGJ, Apr.
17,2006, p. 49). Occidental Permian

Oil & Gas Journal / Nov. 20, 2006
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Ltd. currently operates the CO, flood in
the unit.

Barry said Shell and Statoil ASA have
announcement a CO, feasibility study
on the Halten project off Norway (Fig.
6). Unlike the Denver City unit that uses
naturally occurring CO,, a power sta-
tion built in Tjeldbergodden will supply
CO, for the Hatten project.

Barry estimates that the Tjeldbergod-
den power plant will generate a little
more than 2 million tonnes/year of
Co,, which than will be injected in
offshore Draugen field to increase oil
production. Later the CO, also may go
to the Heidrun field further offshore.

Preliminary studies show that CO,
injection will increase oil recovery from
the field by several percent, or about 50
million bbl, he said. 4
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The US petrochemical
business is experiencing
a lower level of growth
due to lost manufac-
turing or “deindustri-
alization” trends. This
situation is more preva-
lent during each down cycle, when
downstream manufacturing moves into
other countries even faster. Less demand

causes lower

Petrochemicals

Lost manufacturing resulting
In slower US petchem growth

profits and, in
turn, the shut-
ting down of
finished-goods
plants in the
Us.

Suppliers
in lower-cost regions pick up the slack
and expand production volumes. For

Paul Bjacek instance, in the last worldwide olefins
Accenture down cycle, whose low point occurred
Houston in 2001, domestic demand and exports
for ethylene derivatives declined by
about 8% and 33%, respectively. At the
STUDY METHODOLOGY

of “Chemistry Sales by Industr

factors to Global Insight Inc's industria
chemical use for each market.

domestic production.

changes).

study include:

Accenture Research developed a high-level approach to |dent|fy|ng the value of chemicals
in lost manufacturing. Building on the American Chemistry Council's (ACC) historical analysis
( ni; ' from the Guide to the Business of Chemistry-2005,
we identified 17 relevant manu acturm? sectors for analysis. Alpplymg ACC's chemical use

production forecasts a

lowed us to identify future

Production forecasts alone, however, do not represent total domestic market potential for
local producers. The total domestic market potential subtracts exports and adds imports.
Accenture Research identified historic product imports and exports for each segment
and calculated historic total consumption in each market. Total consumption represents the
amount of any product that is being purchased in the US, sourced either through imports or

We then correlated historic consumption for each market to Global Insight Inc.'s broader
economic assumptions. The resulting consumption forecast, per market, also represents
the total market potential for domestic producers in each respective market and serves as
a baseline from which to measure lost or gained manufacturing (or domestic market share

The difference between this forecast consumption and Global Insights Inc's productlon
forecasts equals “net trade,” which, when negative, is called “lost manufacturm%

The lost manufacturing (sales) results were used to calculate, on the basis of historical
relationships, the impact on research and development spendlng capital expenditures,
employment, and other values. Accenture Research also conducted interviews with industry
experts in chemical companies, plastics processors, and other organizations to collect rel-
evant facts and opinions to ensure the integrity of the study. Market sectors covered in the

NAICS NAICS
Market segment code Market segment code
Food products ........ccccceeviiiiiiiennne 311 Nonmetallic mineral products .......... 327
Textiles, fabrics ...... Primary metals .................
Textile mill products Fabricated metal products .
e —— 21 | Semicondustors, dlssioric -
Ealper Products ......cccoovcveiiiiiaeiinnn 322 components !
nnting ...coooeve. Motor vehicles, parts ............ 3361, 2, 3
Petroleum products Other transportation .......... 3364, 5, 6, 9
Business of chemistry ................. 325 equipment
Plastics, rubber products ................. 326 Furniture ... 337
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same time, China increased its imports
of the same derivatives by 50%, as it
gained market share in the downstream
finished goods market using those ma-
terials (Fig. 1).

At that time, petrochemical produc-
ers took various reactive measures,
such as shutting down high-cost plants.
US producers must anticipate the next
step change in lost manufacturing and
proactively improve their businesses, as
well as support legislation that favors
free and competitive markets (especially
for energy development).

These are some of the conclusions
of a study conducted by Accenture
Research for the American Chemistry
Council (ACC), entitled “Lost US manu-
facturing—the impact on the business
of chemistry” (www.americanchemis-

try.com/store).

Study overview

Our study for the ACC quantified
the impact of lost downstream manu-
facturing (of 17 selected industries)
on the future chemical industry. The
study concluded that domestic demand
for manufactured goods will outpace
domestic industrial production; imports
will fill this gap.

See the attached box for the study’s
methodology.

Although domestic production of
finished goods will still increase, im-
ports will rise faster. This implies that
US manufacturers will lose market share
and, therefore, chemicals manufactur-
ers will lose the demand for chemicals
associated with manufacturing these
products (Fig. 2).

Total chemical sales-opportunity
losses represent just 2.4% of the ex-
pected $8 trillion total manufacturing
industry sales-opportunity losses (or
cumulative net trade losses by 2015)
caused by lost manufacturing.

Estimated cumulative opportunity
losses (based on trade losses) during
the next 10 years include:

¢ $188 billion in chemical sales,
including $50 billion in sales from the
top seven thermoplastic resins.

* $40 billion in capital expenditures

Oil & Gas Journal / Nov. 20, 2006
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CosT COMPONENTS FOR KEY US INDUSTRIES, 2004 Table 1
Natural gas,
Direct input costs, billion $ Direct input costs, % ————— LPG, NGL
Industry Other Other share of
revenue, materials, Total materials, total energy
Industry'? billion $ Labor Energy Chemicals services costs Labor Energy* Chemicals services needs, %°
Chemicals® 520 65.7 14.0 119.3 99.4 298.4 22 5 40 88 74
Food products 510 58.7 9.5 4.6 272.5 345.3 17 3 1 79 45
Motor vehicles 507 65.3 2.3 6.2 292.2 366.1 18 1 2 80 39
Petroleum, 306 11.6 5.0 3.7 258.2 278.6 4 2 1 93 14
coal products
Machinery 288 677 2.2 1.3 125.6 196.7 34 1 1 64 38
Fabricated metal 271 774 4.1 4.5 132.1 215.1 85) 2 2 61 42
products
Plastics, rubber 190 35.7 3.8 41.0 445 125.1 29 8 88 36 32
products
Primary metals 182 30.0 4.4 2.6 111 148.2 20 3 2 75 31
Paper products 160 29.8 8.4 9.6 72.0 120.9 25 7 8 60 22
Semiconductor, 132 26.8 2.9 79 63.4 101.0 27 3 8 63 29
electronic components
Wood products 107 23.7 1.8 1.5 63.6 90.6 26 2 2 70 19
Nonmetallic mineral 98 275 3.9 3.2 32.3 66.9 41 6 5 48 37
products
Printing 92 34.4 8.4 2.9 241 69.9 49 12 4 35 37
Furniture, related 81 23.9 0.9 1.0 373 63.1 38 1 2 59 35
products
Textile mills 43 9.0 1.3 8.4 15.2 33.9 27 4 25 45 32
Other transportation 39 7% 1.2 1.3 23.5 &3.5 22 3 4 70 39
equipment
Textile products 33 6.1 0.4 6.3 11.6 24.5 25 2 26 48 42
Total, billion $, or 3,559 5979 74.7 225.4 1,679.7 25777 23 3 9 65 39
weighted

average, %

Textiles and food products categories were estimated from BEA data using EIA data on sector usage from 2002. ?Used “Computer and electronic products “ (NAICS code 334) for
energy requirements instead of “Semiconductors & electronic components “ (NAICS 3344). °*NAICS code 325. “Does not include raw materials of “feedstocks.” calculated based on EIA
data on energy used per segment including use as raw materials. Electricity use split on according to US average natural gas share. Motor vehicle and parts gas share based on “Total
Transportation” data. ®NGL = natural gas liquids; LPG = liquefied petroleum gases.

Source: Global Insights, US Bureau of Economic Analysis, US Energy Information Administration, Accenture Research estimates

in chemicals, * )
including §5.5 US RECESSION EFFECTS Fig. 1

billion for new

thermoplastics During the last recession, when US demand and
capacity. production dropped, China raised imports — { |48

* $30 billion in 2007
chemical research
and development
expenditures.

* $43 billion
in US government
tax revenue from
chemical compa-
nies.

* $3 billion in
charitable con-
tributions from 100 4 ~ [
chemical compa-
nies.

e 157,000 0 T T T T T T T T T T 36
o 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005
chemical industry

600 50

- 46
400 -

- a4

300 —

42

200 —— [ -

Ethylene derivative trade index, 1995 = 100

US ethylene derivative demand, million tonnes

related jobs. [ US ethylene derivative demand = China ethylene derivative net import index
Chemicals are = JS ethylene derivative net export index
on the front line

of lost manufac- *Accenture Research analysis. Based on Parpinelli Tecnon data. Ethylene derivatives include high-density polyethylene, low-density polyethylene,
linear low-density polyethylene, ethylene glycol, ethylene dichloride, vinyl chloride monomer, styrene, ethylbenzene, vinyl acetate monomer, ethylene propylene
diene monomer, and 2-ethylhexanol.

turing in the US.
Coupled with
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US THERMOPLASTICS INVESTMENT Table 2
Polymer LDPE LLDPE HDPE PP PS PVC PET Total
Total lost polymer production in 2015 157 2,821 1,930 2,178 965 1,252 1,909 11,212
baseline and potential, 1,000 tonnes

Number of world-scale polymer 0.5 9.4 4.3 6.6 5.4 3.8 5.5 35
plants not built by 2015

Investment loss associated with 114 1,103 1,159 1,585 534 421 545 5,462
polymer plants not built, million $

O&M job loss associated with 39 705 482 544 241 313 477 2,803
polymer plants not built

Domestically produced polymer revenue 284 4,479 2,978 3,649 1,637 1,739 3,030 17797

opportunity lost in 2015, million $

Note: Investment/jobs/world-scale capacity size estimates based on Parpinelli Tecnon data/consultation. Revenue estimates based on prices from Plastics News for June 2006. All esti-
mates based on prices from Plastics News for June 2006. All estimates reflect the situation in 2015 (not cumulative from prior years). All currency data in 2005 constant dollars.
LDPE = low-density polyethylene, LLDPE = linear LDPE, HDPE = high-density polyethylene, PP = polypropylene, PS = polystyrene, PVC = polyvinylchloride, PET = polyethylene tere-

phthalate

CHEMISTRY USE LOSSES* Fig. 2 Asia, China in particular, has a cascade
cw effect on those industries supplying
'g.g 100 industrial users, especially raw material
£2 — i manufacturers.
g ¢ 10.07 |I]:_ As a large supplier to other indus-
52 tries, the petrochemicals industry is

I one of the businesses most seriously

affected by this trend.

Besides relatively higher labor and
regulatory costs in the US, high energy
prices are contributing to the decline
of US industrial production. High and
volatile US natural gas prices and un-
reliable supplies affect electricity costs
and, in the case of chemicals, raw mate-
rial costs as well (Fig. 3).

Volatility also causes uncertainty in
production planning and volume ex-
pansion. Energy is the largest input fac-
tor for most base chemicals; therefore,

-5
L4

-3

2

-0
2004 2015

Production, consumption, trillion $

| [ Gained, lost chemistry [ Production [ consumption

*Aggregate of 17 industries. 2005 constant dollars.

PRIMARY ENERGY REQUIREMENTS Fig. 3

100 /—Ei I Hydropower reliable, low-cost energy supplies are
90 critical to ensuring chemical industry
20 Il Nuclear power competitiveness.
2 [ Natural gas Chemicals and energy represent
< o oi 10% of the costs of the 17 industries
s 60 analyzed in this study (Table 1). Because
:2 50 Il Minerals, coal these industries have total revenues
e of nearly $4 trillion, it is imperative
& that the US chemical industry remains
30 viable. Making hydrocarbons available
20 at competitive prices and encouraging
10 4 legislation that favors domestic chemi-
0. cals investment would go a long way to
us China ensuring the industry’s future.

Source: Parpinelli Tecnon )
Olefins end markets
The lost-manufacturing study deter-

relatively higher production costs in chemicals is causing a shift in chemicals mined that by 2015, about 11 million
the US, the movement out of the US investment focus overseas. The growth  tonnes of the top seven thermoplastics
for industries that consume industrial of overseas manufacturing in northern  will be imported instead of produced
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OIL&GAS

JOURNAL  Previous Page | Contents | Zoom In| Zoom Out | Front Cover | Search Issue | Next Page qMags


http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=11832&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=11832&adid=logo

](())“U&I(((IQJAAIS_ Previous Page | Contents | Zoom In | Zoom Out | Front Cover | Search Issue | Next Page

| L

SUBSEA TIEBACK
Forum & Exhibition

www.subseatiebackforum.com
The 7th annual Subsea Tieback Forum & Exhibition (SSTB) is scheduled for
February 27 - March 1, 2007 in Galveston, Texas at the Moody Gardens Hotel &
Conference Center. SSTB has become the premier event for one of the fastest growing

field development segments. Over 1,500 people and 150 exhibitors are expected at this
year's conference.

February 27 - March 1, 2007 Galveston, Texas
Moody Gardens Hotel & Convention Center

Conference Management Contacts:
If you are involved in subsea tieback activity, you cannot afford to miss this exciting
conference. This years theme “Subsea Tiebacks — “Real Issues, Real Solutions” focuses
upon the expanding role of subsea tiebacks expands on last years momentum assessing
where this subsea industry is at present and where it is headed for the future.

Conference Manager
Gail Killough
Phone: +1 713 963 6251
Fax: +1 713 963 6201
Email: subseainfo@pennwell.com

Exhibit and Sponsorship Sales
Dawn Peek
Phone: +1 713 963 6213
Fax: +1 713 963 6201
For more information about sponsoring, exhibiting or attending this highly focused Email: subseasales@pennwell.com

conference visit our website at www.subseatiebackforum.com

Flagship Media Sponsors: Hosted by:

Offshore

Supporting
Organization:

Sponsors:

P@Nell

PennWell conferences and
exhibitions are thought
provoking events that cover your
area of expertise, allowing you
to stay ahead in a constantly
changing industry.
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domestically (Table 2).The associated
losses in new thermoplastic resin plant
investments are about $5.5 billion.
Thermoplastics consumed in industries
that are easily moved “offshore” (such
as consumer products or furniture pro-
duction) will suffer the most.

The study also concluded (based on
Accenture Research discussions with
plastics processors accounting for up
to $3.5 billion in sales) that, although
lower labor costs in other regions have
drawn labor-intensive manufacturing
away from the US, the downstream
industry has been engaged in develop-
ment of highly innovative and leading
practices, resulting in new products,
process improvements, and supply
chain enhancements just to stay in busi-
ness.

They are working against increas-
ing cost pressures in transportation and
plant direct costs, many of which are
related to rising energy prices. This may
dampen the competitive edge they have
achieved through technological innova-
tion. For steam cracker operators, this
means eventual erosion of downstream
markets for derivatives.

Olefins production effects

Some 65% of US ethylene produc-
tion capacity is based on natural gas
feed. Most European and Asian ethylene
production, in contrast, is based on
liquids that are related to oil prices. The
correlation of gas prices to oil prices,
therefore, directly affects US ethylene
operating rates and profitability.

Relatively higher gas prices can re-
duce the competitiveness of US ethyl-
ene production (in aggregate, because
some plants are liquids-based or have
some feed flexibility). A low, steady
gas-to-oil price ratio is critical to main-
taining the US competitive position in
ethylene and its related derivatives and
coproducts or by-products.

To date, no greenfield ethylene (the
most important base organic chemical)
plants are scheduled for completion in
the continental US. US domestic pro-
ducers are reluctant to invest because of
uncertainty surrounding environmental
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US ETHYLENE PRODUCERS' INVESTMENTS, 2005-15*

Fig. 4

6 million tonnes/year of new cracker investment

North America 2%

Northeast Asia 6%

Central,
West Europe
19%

Asia-Pacific 23%

*Accenture Research analysis. Based on Parpinelli Tecnon data.

legislation and energy policy. Instead,
US-based ethylene producers have an-
nounced construction plans for about 6
million tonnes of new ethylene capacity
investment (equivalent to about $15
billion) during the next 10 years in
other regions (Fig. 4).

This lack of cracker investment in the
US has implications not only for the ob-
vious commodity derivatives, but also
for a large number of downstream in-
dustries that depend on various cracker
coproducts and by-products, including
those in specialty markets with few
alternative sources of supply.

Strategic alternatives

US olefins producers must act now,
during this period of high margins, to
prepare for a period of strong competi-
tion in “traditional” downstream mar-
kets. Although foreign investment is still
essential for global players, petrochemi-
cal companies should carefully consider
realigning their US assets, which have a
total current replacement value of about
$65 billion (steam cracking alone),
instead of targeting 100% of expansion
funds overseas

Portfolio and business structure re-

Latin America 1%

Middle East 49%

alignment may be necessary for these
assets to compete in the future. Pro-
ducers must determine which markets
have the most growth potential and
then develop plans to re-align their
derivative businesses to best serve those
customers.

The lost manufacturing study deter-
mined that large-end market industrial
sectors are still growing in the US. To
serve these growing markets in the long
term, chemical companies must inno-
vate in the supply chain, in manufactur-
ing operations, and in the end products
themselves. The appropriate changes
will depend on each company’s busi-
ness model and market drivers.

Some strategies may include:

* Focusing product portfolio to end
markets with the best prospects (based
on the company’s current position).

* Differentiating derivatives to meet
developing needs of the highest poten-
tial growth segments.

* Searching for service value oppor-
tunities in customer industries.

The precepts of any strategy must
aim to develop close, selective customer
collaboration, where the producer
joins with the customer to compete
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for the future of the market segment.
There must be a strategic shift from the
traditional “cost plus” model towards
“output value” model, which requires
a deep understanding of a customer’s
value chain and its value extraction.

Some tools rising in importance in
this respect are in the areas of customer
relationship management and research
and development (such as high-
throughput chemistry). Outsourcing
various back-office processes or devel-
oping other business process efficien-
cies can enhance domestic competitive-
ness. 4
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Historical data can help develop sur-
rogate cost estimates for pipeline con-
struction, potentially replacing a more
costly full engineering study.

A complete engineering package
likely provides the best cost estimate,
but such packages are expensive and
sometimes this investment is unwar-
ranted. And even with such an effort,
construction surprises, delays, and
shortages of materials or

storical data provide
low-cost estimating tool

labor can still add unex-
pected costs.

Uncertainty surrounds
any advance estimate of
pipeline construction
costs. But the ability to

Mariano Gurfinkel

Giircan Giilen

Dmitry Volkov

Michelle Michot Foss
Center for Energy Economics
Sugarland, Tex.
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calculate reasonably ac-
curate cost estimates for large pipeline
projects without the cost of an engi-
neering effort can help in decision
making both in terms of policy and
regulatory processes. Such calculations
may also serve as a screening criterion

for prospective projects. Table 1 pro-
vides publicly available cost estimates
for a variety of currently discussed
pipeline projects.

The database of natural gas pipeline
construction-permit application filings
of the US Federal Energy Regulatory
Commission (FERC) provides a useful
source of both historical and forecast
data. Rigorous engineering efforts typi-
cally provide the basis for these filings,
making them usable for deriving aver-
age estimates of construction costs and
providing a basis for cost projection of
future pipeline projects.

These data provided the basis for a
surrogate to estimate construction costs
for large-diameter natural gas pipelines.
Recent filings have the added benefit
of capturing recent trends in construc-
tion costs. The structure of construction
costs, however, can evolve rapidly. Pre-
construction filing data can also differ
from actual costs.

Nevertheless,
PIPELINE PROJECT ESTIMIATED COST INFORMATION Table 1 the teChm,q“e’,
though fairly sim-
Cost, $ Length, oD, B
Project million* miles in. ple, y1€lds accurate
) cost estimates

Mackenzie Valley 3,500 812.5 30
Rockies Express System 4,000 1,300 40 when compared
Rockies Express West 1,600 713 42 s
Foothills Pipe Lines Ltd. 8,000 1,750 42 with actual costs
North European Gas Pipeline 4,800 744 56 i —
Iran-to-India 4,200 1,000 28 of proposed inter
Venezuela-to-Colombia 330 144 26 national plpehnes.
Great Southern Gas Pipeline 23,000 5,000 52

*Cost estimates culled from a variety of public sources, including Oil & Gas Journal's
Worldwide Construction Update, Apr. 24, 2006, www.ogjonline.com.

INFERRED CONSTRUCTION COSTS

Fig. 1
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Onshore construction cost

US FERC construction permit appli-
cations from July 1, 2004, and June 30,
2005 (OGJ, Sept. 12, 2005, p. 50), pro-
vide the basis for developing a simple
approach to estimating natural gas pipe-
line-construction costs. Using a subset
of onshore pipelines with nominal OD
greater than or equal to 30 in. avoids
including modeling biases from small-
diameter natural gas pipelines when
developing a model for large natural gas
pipelines with high flow rates and great
lengths.

Fig. 1 shows the construction costs
per mile of natural gas pipeline inferred
from the OGJ data.

CEE separated the construction costs
into three groups: high project costs,
mean project costs, and low project
costs, using the data set’s maximum,
mean, and minimum values for each
diameter. Fig. 2’s three lines represent
high, mean, and low project cost esti-
mates.

The high-cost line captures projects
that were affected by higher material
costs, more expensive rights-of-way
(ROW), higher construction costs,
or other factors. Some or all of these
variables could reflect environmentally
sensitive locations along the pipeline
route or related conditions that affect
pipeline approvals and development.

Per-mile natural gas pipeline costs
increase in near linear fashion with
pipeline diameter. This near-linear
relationship, at least within the range of
diameters (and projects) used, indicates
that pipeline diameter is an appropriate
scaling factor for total costs.

The data represent total costs. A
model could also break pipeline project
costs into different categories (materi-
als, rights-of-way, labor, etc.) and then
scale these according to specific models.
The good correlation of total costs to
OD implies that discrete costs can be as-
sumed to scale similarly with the same
variables (pipeline length and pipeline
diameter) and that any discrepancies
cancel each other out, save for excep-
tional situations.
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CONSTRUCTION COST ESTIMATES; HIGH, MEAN, LOW

Fig. 2
6
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REPORTED COST ESTIMATES V/S. MODEL PREDICTIONS Table 2

Reported cost

Mean-cost model High-cost model

estimate prediction prediction

Project $/mile

Mackenzie Valley 4,307692.31 2,503,100.00 4,195,700.00
Rockies Express System 3,076,923.08 3,245,900.00 4,824,600.00
Rockies Express West 2,244,039.27 3,394,460.00 4,950,380.00
Foothills Pipe Lines Ltd. 4,671,428.57 3,394,460.00 4,950,380.00
North European Gas Pipeline 6,451,612.90 4,434,380.00 5,830,840.00
Iran-to-India 4,200,000.00 2,354,540.00 4,069,920.00
Venezuela-to-Colombia 2,295,652.17 2,205,980.00 3,944,140.00
Great Southern Gas Pipeline 4,600,000.00 4,137260.00 5,579,280.00

Cost analogs

The historical data model must ad-
dress the applicability of continental US
data from FERC filings to other projects,
including those of different scales. CEE
compared model-estimated pipeline

costs for a series of analog pipelines
presented in Table 2 and also included
for visual reference in Fig. 3. Projects
that cross international boundaries,
traverse complicated terrains, or are
subject to severe-weather environments
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PIPELINE COSTS, HIGH-COST MODEL* Tble3  P|PELINE COSTS, MEAN-COST MODEL Tablo 4
Cost, Total, Prudhoe Total, Alberta . Cost, Total, Prudhoe Bay Total, Alberta

oD, in. $/mile Bay-to-Alberta, $ -to-Chicago, $ oD, in. $/mile -to-Alberta, $ -to-Chicago, $

52 5,579,280 11,939,659,200 8,368,920,000 52 4,137,260 8,853,736,400 6,205,890,000

*Higher $/mile costs can result from harsh environments, higher labor costs, etc. This
will likely be the case for Arctic pipelines such as the Alaska-to-Alberta segment of

this project.

tend to lie near the high-cost project
limit.

This set of guidelines provided the
basis for an estimate of the construction
cost of the proposed Great Southern Gas
Pipeline, running from Venezuela to Ar-
gentina. Publicly available cost estimates
fall short of our estimated costs, given
that the pipeline would go through ex-
tremely environmentally sensitive areas.

Projects being constructed using ex-
isting rights of way or that do not have
to be built in environmentally sensitive
or physically challenging areas tend to
fall in the mean cost estimate (e.g., the
Rockies Express Pipeline LLC project).

Alaska pipeline

Using the agreement between the
model and the different reported cost
estimates for large pipelines, CEE ap-
plied the model to estimate the cost of
the proposed Trans-Alaska Gas Pipeline.
In May 2006, Alaska’s Department of
Revenue published its Preliminary Find-
ings and Estimations, which included

new materials and

be subject to strict
environmental construction limitations,
such as limited schedules in periods of
melting permafrost.

Based on these observations, CEE
suggests that the high-cost model be
used for the stretch from Alaska to
Alberta (Table 3).

Significant pipeline networks,
however, are operating in or near the
proposed Alberta-to-Chicago natural gas
pipeline right-of-way. If the high-cost
model is used for the Alaska-to-Alberta
segment, there may be opportunities
for cost reduction in the Alberta-to-Chi-
cago leg.

Several options currently under con-
sideration include the use of significant
portions of existing infrastructure.

Even where existing pipeline cannot be
used, however, both the breadth of the
region’s network and lessons learned
from laying the existing pipe can be ap-
plied to obtain costs closer to that of the
mean-cost model (Table 4).

CEE used functions for the high and
mean construction costs to estimate

TRANS-ALASKA GAS PIPELINE EXPECTED, LOWER-BOUND COSTS

considered when evaluating the eco-
nomics of a major pipeline project.

Because projects as large as the Alaska
natural gas pipeline are few, a track
record of cost estimation and actual
construction costs is not readily avail-
able. Other pipeline projects, however,
can serve as analogs for estimating
the potential for and extent of cost
overruns. For example, the BP-oper-
ated Baku-Tbilisi-Ceyhan pipeline cost
nearly $3 billion. Cost overruns totaled
an estimated $1 billion, or 33% of the
overall project cost.

Costs for the Shell-led Sakhalin
Energy Investment Co. Ltd.'s Sakhalin
II project, with similar weather condi-
tions to Alaska (but also with offshore
upstream facilities), have grown to an
estimated $20 billion from $10 bil-
lion: a 100% cost overrun. Many other
examples of mega-projects exist with
considerable cost overruns.

It is doubtful costs for the Alaska
natural gas pipeline can fall below the
mean estimated cost example. Cost
overruns, however, have no predefined
limit other than those set in advance by
the developers.

No construc-
tion-cost reduction

Table 5

Expected cost, Expected cost, Lower-bound cost, Expected Lower-bound :
. Alaska-to-Alberta Alberta-to-Chicago Alberta-to-Chicago total cost total cost 15 expected, apart
0D, in. Billion $ from those inherent
52 11.940 8.369 6.206 20.309 18.146 in the Alberta-to-

$18.4 billion for the pipeline portion of the construction cost of the proposed

the project.

The pipeline can be divided into
two segments, one from Prudhoe Bay
to Alberta (2,140 miles) and one from
Alberta to Chicago (1,500 miles). The
pipeline also crosses different environ-
ments. The segment from Prudhoe Bay
to Alberta would be the first natural gas
pipeline constructed along that right-
of-way. It would most likely also use

66

52-in. pipeline. The model predictions
can serve as a guide for the overall con-
struction cost of the pipeline, given that
different segments will most likely have
different per mile costs.

Uncertainty, overruns

Uncertainty in material costs, labor
costs, project time lines, and, in general,
the risk of cost overruns must all be

Chicago segment. It

is also unlikely that
all cost-reduction opportunities will be
captured, creating a hard lower bound
for the total cost estimate of $18.1 bil-
lion (Table 5).

The most probable construction
cost is that shown by the mean-con-
struction-cost model: $20.3 billion.
But cost-overrun probabilities for the
Alaska-to-Alberta portion are high and
could have a significant impact.

Further testing with actual pipeline
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cost data should be performed to fully
calibrate our technique. Comparison
with older but comparable data sets
could also be done to develop cost-es-
calation models.

The construction-cost models il-
lustrated here by FERC data can provide
estimates of natural gas pipeline costs
in other regions of the world, so long
as the distinction can be made between
challenging and higher cost projects
and more routine pipeline projects,
suggesting that the cost structure for
large natural gas pipeline projects
reflects global (rather than regional or
local) prices of materials, engineering
and construction, capital, and other
variables, especially for the largest proj-
ects. 4
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CEE, Gurfinkel was responsible for the establish-
ment of the Center for Energy and Technology of
the Americas with support of the Department of
Energy. Prior to CETA, Gurfinkel led technology
development efforts on heavy oil at the research
and development center of PDVSA. He holds PhD
and MS degrees in mechanical engineering from
the Massachusetts Institute of Technology and a BS
degree with honors in mechanical engineering from
Universidad Simon Bolivar,Venezuela.

Giircan Giilen, (gurcan.
qulen(@beg.utexas.edu) is

@ senior energy economist

at the CEE. Giilen co-man-
ages a five-year cooperative
agreement with the USAID,
focusing on capacity building
in energy sectors of emerging
economies in Africa. He also
directs content development for the New Era in Oil,
Gas & Power Value Creation, CEE’s international
capacity building program. He served as an officer
in both the Houston and National Chapters of the
International Association for Energy Economics. He
received a PhD in economics from Boston College
and a BA in economics from Bosphorus University
in Istanbul, Turkey.

Previous Page | Contents | Zoom In | Zoom Out | Front Cover | Search Issue | Next Page qMags

Dmitry Volkov (dmitry.
volkov(@beg.utexas.edu) joined
the CEE in October 2003.
Volkov is involved in various
research projects, including
LNG and carbon sequestra-
tion value chains, as well as
studies of FSU energy sector
development and international
energy data systems. He is an active member of the
Association of International Petroleum Negotiators
(AIPN).Volkov holds degrees from University of
Houston (MBA, accounting and finance) and Mos-
cow State University, Institute of Asian and African
studies (BS, Arabic studies and history).

Michelle Michot Foss (mi-
chelle.foss@beg.utexas.edu)
is chief energy economist and
head of the CEE. She directs
and conducts research on energy
fuels, markets, infrastructure
_ and associated investment

‘ frameworks; advises US and

international energy companies;

publishes and speaks widely on energy issues; and
provides public commentary and government tes-
timonies. Previously, she was a director of research
at the investment bank Simmons & Co.; director of
research at Rice Center, an urban regional econom-
ics, energy, and transportation research group; and
was engaged in Denver-based energy and environ-
mental research and consulting. Michot Foss is a
member of the Council on Foreign Relations, AIPN,
USAEE/IAEE,Women's Energy Network, and a
partner in Harvest Gas Management, a Texas-based
exploration company. Michot Foss holds a PhD in
political science from the University of Houston,
an MS in economics from the Colorado School of
Mines, and a BS in biology, with a geology minor,
from the University of Louisiana-Lafayette.
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Drilling, completion Software can be shared among users

Newly released PetrisWINDS DrillNET
is an advanced drilling and completion
engineering software framework that
combines capabilities of Maurer drilling
programs into one easy-to-use, integrated
package that permits data to be captured,
reused, and shared among users.

The software’s intuitive user interface
and integrated database are coupled with
context-sensitive help and a novel traffic
light approach to check that all data are
complete for a calculation. Output reports
can be generated from the results, and the
data exported to Microsoft Office products.
Additionally, DrillNET is available in mul-
tiple languages, including English, Russian,
Spanish, and Chinese, and can be config-
ured for each user to allow the use of one
language for the program operation and
another one for report generation.

DrillNET allows a user to focus on the
specific drilling program of interest and
does not require that data for the entire
well be present to run the calculations. It

S er vi

ces/ Suppl.i

allows users to models various outcomes
based upon variations in inputs using the
intuitive user interface for quick assess-
ments on potential program outcomes
using data from drilling operations in real
time.

Source: Petris Technology Inc., 1900
St. James Pl., Suite 700, Houston, TX
77056.

New engine cylinder lubricating system
The pulse lubricating system (PLS) is
a new, electronically controlled cylinder

lubricating system to meet the demand for

lower cylinder oil feed rates.
Developed for application in RTA and

RT-flex low-speed marine diesel engines, it

delivers reduced cylinder oil consumption
without compromising piston-running
reliability, the company says.

PLS helps make it possible to reduce the

cylinder oil feed rate compared with the
existing accumulator system through an
improved distribution of cylinder lubricat-
ing oil to the cylinder liner, and the fully

e r s

flexible, precise timing of oil delivery.

The guide feed rate for RTA and RT-flex
engines equipped with PLS as original
equipment is 0.7 g/kw-hr of cylinder
lubricating oil. The system promises to
deliver accurately metered, load-dependent
volumes of lubricating oil to the cylinder
liner running surface at the precise timing
required. Electronic control helps ensure
the accurate dosage and timing, with full
flexibility in settings.

The cylinder lubricating oil is sprayed
as a pulse of multiple jets on to the liner
surface from a single row of lubricators
arranged around the liner, each lubrica-
tor having a number of nozzle holes. The
oil jet sprays ensure better distribution of
the oil over the liner running surface than
with the existing accumulator system,
the firm points out. There is no atomiza-
tion and no loss of lubricating oil to the
scavenge air.

Source: Wartsila Corp., John Stenber-
gin ranta 2, Box 196, F1-00531 Helsinki,
Finland.

Sondex PLC

London, has announced its acquisition
of Houston-based Ultima Labs Inc.

Ultima Labs has a wide range of IP
and products related to IWD and wireline
applications. Their primary IWD product
involves multiple resistivity measurements
of rocks and their fluid contents, which is
a next-step for Sondex’s Drilling Div. and
IWD line of tools.

Sondex PLC designs, manufactures,
and markets downhole instrumentation
and tools for oil field service companies.
The company has offices in the UK, UAE,
Russia, Venezuela, China, Australia, Canada,
and the US.

Schlumberger Ltd.

Houston, has completed the relocation
of its US corporate office from New York
to the Houston Galleria area. While Sch-
lumberger maintains corporate offices in
Paris and The Hague, the Houston corpo-
rate office will consolidate the company’s
presence in that city.

70

Schlumberger Ltd. is a leading oil field
services company supplying technology,
information solutions, and integrated
project management to optimize reservoir
performance for customers in the global
oil and gas industry.

Intec Engineering

Houston, has announced the appoint-
ment of Marc Mellema to the position
of chief financial officer. Mellema brings
expertise as an international tax lawyer with
four large accountancy firms in Europe and
a specialty in multinational companies in the
onshore and offshore oil and gas industry.
He most recently served as manager of taxa-
tion for Heerema Marine Contractors.

Intec Engineering, a division of the Heer-
ema Group, is a leading engineering and
project management company serving the
international oil and gas industry. Its techni-
cal disciplines include marine pipelines and
risers, subsea systems, systems engineering,
flow assurance, floating systems, LNG termi-
nals, and marine installation management.

InterMoor Inc.

Houston, has named Brent Boyce as
subsea installation manager, with respon-
sibility for management of InterMoor’s
compensated anchor-handler subsea instal-
lation method (CASIM) and other installa-
tion activities.

Boyce has more than nine years of
experience in management of subsea in-
tervention and completion systems, most
recently serving as project manager for
Saipem America.

InterMoor Inc., an Acteon company, is
an industry leader in innovative mooring
and installation technology.

Enidine Inc.

Buffalo, NY, has announced its acqui-
sition of Ameritool Manufacturing LLC.
Ameritool is a major manufacturer of stain-
less steel gas springs and dampers.

Enidine Inc. is part of the Energy Ab-
sorption Group of International Motion
Control.
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Statistics
API IMPORTS OF CRUDE AND PRODUCTS

Additional analysis of market trends is available
through 0GJ Online, 0il & Gas Journal’s electronic

__ Districts 1-4 — —_ District 5 — Total US information source, at http://www.ogjonline.com.
11-10 "11-3 11-10 "11-3 11-10 "11-3 1-11
2006 2006 2006 2006 2006 2006 2005 0
1,000 b/d OIL&GAS JOURNAL
Total motor gasoline 413 625 14 18 427 643 373 HIC Tesearch center
Mo. gas. blending comp. 450 502 7 9 457 511 730
isti 299 261 57 10 356 271 363 []GJ
88 287 22 28 110 315 814
41 57 128 128 169 185 195 CRACK SPHEAD
0 ol P 30 ol o *11-10-06 *11-11-05 Change Change,
204 452 15 11 219 463 514 —Shbhl——— %
SPOT PRICES
Total products .........cooouvereerneens 2,515 3130 321 229 2,836 3,359 3,849 Product value 6731 66.26 105 16
Canadian crude 1790 1793 235 73 2,025 1,866 1872 Brent crude 5383 5641 - 342 6.1
Other foreign 6,303 7,201 892 988 7,695 8,189 8,269 Crack spread 7.48 985 237 241
Total crude 8,503 8994 | 1121 1,061 9720 10055 10,141 (FJ‘IJL”""*‘)ETIS‘;V'ARKET PRICES
Total imports .. 11,108 12,124 1,448 1,290 12,556 13414 13,990 Bl vl 68.18 68.25 007 01
Lightd sweet
'Revised. ZIncludes No. 4 fuel oil. el 53.91 56.69 122 Z
Source: American Petroleum Institute. s(ii;a&lijmlr]ead 8.28 857 .73 -135
Data available in 0GJ Online Research Center. Sl vl 76.91 73.59 332 45
Light sweet
crude 32.53 60.71 -28.18 —46.4
Crack spread 44.38 12.88 31.50 2445
*Average for week ending
Source: Oil & Gas Journal.
Data available in 0GJ Online Research Center.
AP cRUDE AND PRODUCT STOCKS
—— Motor gasoline ——
Blending Jet fuel ——— Fuel oils Unfinished
Crude oil Total comp.! Kerosine Distillate Residual oils
1,000 bbl
PAD | 14,854 54,578 25,605 10,198 67,656 18,951 7,650
PAD Il 68,912 49,422 15,573 7,064 23,704 2,147 14,476
PAD Il 180,263 66,631 28,064 13,502 34,094 17,414 43,011
PAD IV. 14,397 5,901 1,788 371 2,386 428 3,382
PAD V 61,501 27,162 19,925 8,877 10,878 6,088 20,537
Nov. 10, 2006.... 339,921 203,703 90,955 40,012 138,718 45,028 89,056
Nov. 3, 2006° 333,246 205,109 93,131 40,376 141,034 43,941 89,893
Nov. 11, 2005.... 322,615 201,349 68,520 39,535 126,235 37,974 91,307
'Included in total motor gasoline. 2Includes 5.880 million bbl of Alaskan crude in transit by water. *Revised.
Source: American Petroleum Institute.
Data available in 0GJ Online Research Center.
API REFINERY REPORT—NOV. 10, 2006
REFINERY OPERATIONS REFINERY OUTPUT
Total Input Total
refinery Crude to crude Operable Percent motor Jet fuel, Fuel oils
input runs stills capacity operated gasoline kerosine Distillate  Residual
District 1,000 b/d 1,000 b/d
East Coast .... 2,993 1,433 1,446 1,618 89.4 1,799 76 502 12
App. Dist. 1 .. 104 95 95 95 100.0 14 — 26 1
Dist. 1 total 3,097 1,528 1,541 1,713 90.0 1,813 76 528 113
2,137 2,034 2,100 2,355 89.2 1,194 126 556 46
420 398 409 442 925 218 28 113 14
Okla., Kan., Mo. 850 694 696 786 88.6 436 26 267 5
Dist. 2 total 3,407 3,126 3,205 3,583 895 1,848 180 936 65
INIANA TEXAS ..o 927 607 621 647 96.0 404 54 165 6
Texas Gulf Coast 414 3,612 3,666 4,031 91.0 1,295 369 911 137
La. Gulf Coast.... 3,405 3,014 3,256 3,264 99.8 1,286 342 753 133
N. La. and Ark 228 191 198 215 92.1 85 9 51 6
New Mexico 17 93 93 13 82.3 98 1 28 0
Dist. 3 total 8,818 1517 7,834 8270 94.7 3,168 775 1,908 282
Dist. 4 total 680 564 569 596 95.5 290 24 173 17
Dist. 5 total 2,647 2,307 2,439 3173 76.9 1,772 349 530 120
Nov. 10, 2006 18,649 15,042 15,588 17,335 89.9 8,891 1,404 4,075 597
Nov. 3, 2006* 18,629 15,218 15,736 17,335 90.8 8,904 1,434 4,039 653
Nov. 11, 2005 16,320 14,449 14,613 17,115 85.4 8,668 1,421 3,744 624
*Revised.

Source: American Petroleum Institute.
Data available in 0GJ Online Research Center.
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0GJ GASOLINE PRICES BAKER HUGHES RIG COUNT
Price Pump Pump 11-10-06 11-11-05
ex tax price* price
11-8-06  11-8-06 11-9-05 Alabama.... 5 6
¢/gal Alaska... 6 g
Arkansa 26 14
(Approx. prices for self-service unleaded gasoline) California.. 37 33
Atlanta.. g . 245.1 33 28
Baltimore... 1719 2138 2277 4 5
Boston .. 176.5 218.4 2178 90 82
Buffalo.. 176.7 2368 2349 0 1
Miami ... 184.2 2345 2288 0 0
Newark. 178.9 2118 233.4 0 0
New York.. .. 1723 2324 2407 7 6
Norfolk...... . 1721 209.7 248.8 12 5
Philadelphi .. 1808 2315 2435 Louisiana .. 186 177
Pittsburgh . 1724 2231 2337 N. Land... 58 51
Wash., DC 188.7 2271 244.3 S. Inland waters.. 19 21
PAD | avg... 176.9 2228 236.3 S.land...... 37 35
Offshore . 72 70
Chicago. 200.7 2516 2485 Maryland .. 0 0
Cleveland.. 171.8 218.2 226.5 Michigan .. 2 2
Des Moine: 166.2 206.6 2231 Mississippi 14 10
Detroit ...... 176.7 2259 2284 Montana... 18 24
Indianapoli 175.6 2206 2232 Nebraska .. 0 0
Kansas City 1739 209.9 2219 New Mexico. 83 89
Louisville .. 178.0 2149 224.1 New York...... " 2
Memphis .. 1731 2129 2402 North Dakota 36 25
Milwaukee 1791 2304 2512 Ohio........... 8 9
Minn.-St. Paul 180.2 220.6 221.3 Oklahoma 176 156
Oklahoma City 172.5 207.9 2124 Pennsylvania 15 12
Omaha...... 176.2 2226 2183 South Dakota 1 3
St. Louis 179.2 2152 244.2 Texas ... 780 663
Tulsa..... 172.8 208.2 209.6 9 6
Wichita 1722 215.6 213.2 2 1
PAD Il avg.. 176.5 2187 2271 18 15
24 30
Albuguerque.. 181.2 2176 2416 57 66
Birmingham ... 174.2 2129 231.0 98 71
Dallas-Fort Worth.. 172.8 2112 2391 133 17
Houston ... 169.5 207.9 2357 127 101
Little Rock. 172.4 2126 224.1 39 23
New Orleans . 175.8 2142 2659 44 33
San Antonio... 171.8 2102 2333 101 80
PAD Il avg. 174.0 2124 2387 24 28
40 29
Cheyenne.. 186.9 219.3 238.6 64 63
Denver ...... 177.3 2177 2477  Utah.... 49 29
Salt Lake City 186.5 229.4 252.8 West Virginia 31 25
PAD IV avg. ... 183.6 2221 246.4 Wyoming 92 92
;ID-1; NV-1; OR-
Los Angeles... 190.1 248.6 2751 VAT WA-T 8 6
Phoenix. 190.3 2277 2536
Portland 2070 2503 2380 Total LS ia L
San Diego. 195.6 254.1 2727 -
San Francisco 2119 2704 277.1 _Grand total.. 2139 2,048
207.9 260.3 258.2 Qil rigs...... 310 241
2005 2519 262.4 Gasrigs .... 1,422 1,232
180.1 223.7 237.8 Total offshore 95 82
183.8 228.0 263.9 Total cum. avg. YTD 1,639 1,369
208.9 253.3 2825
2006 to date . 216.8 260.4 — Rotary rigs from spudding in to total depth.
2005 to date 1821 224.1 — Definitions, see 0GJ Sept. 18, 2008, p. 42.
*Includes state and federal motor fuel taxes and state Source: Baker Hughes Inc.
sales tax. Local governments may impose additional taxes. Data available in 0GJ Online Research Center.
Source: Oil & Gas Journal.
Data available in 0GJ Online Research Center. SN"TH R|G [:UUNT
11-10-06 11-11-05
REF'NED PHUDUCT PR'CES Proposed depth, Rig Percent  Rig Percent
ft count footage* count footage*
11-3-06 11-3-06
¢/gal ¢/gal 0-2,500 50 — 22 —
2,501-5,000 93 49.4 75 320
Spot market product prices 5,001-7,500 232 185 165 19.3
Heating oil 7,501-10,000 412 24 326 5.5
Motor gasoline No. 2 10,001-12,500 448 1.7 319 1.5
(Conventional-regular) New York Harbor .... 162.21 12,501-15,000 246 0.8 289 0.3
New York Harbor ......... 151.95  Gulf Coast............... 162.71 15,001-17,500 119 — 10 —
Gulf Coast........ .153. 17,501-20,000 70 — 49 —
Los Angeles ... 20,001-over 32 — 16 —
Amsterdam-Rotterdam- Total 1,702 64 1371 5.8
Antwerp (ARA)..
Singapore Residual fuel oil INLAND 39 30
Motor gasoline New York Harbor ... 101.50 LAND 1,604 1,301
(Reformulated-regular) Gulf Coast ..... .. 86.31 OFFSHORE 59 40

New York Harbor 148.95  Los Angeles ..
Gulf Coast........ .150.70  ARA...
Los Angeles ............... 17870 Singapore..

*Rigs employed under footage contracts.
Definitions, see 0GJ, Sept. 18, 2008, p. 42.

Source: DOE Weekly Petroleum Status Report.
Data available in 0GJ Online Research Center.
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Source: Smith International Inc.
Data available in 0GJ Online Research Center.

0GJ PRODUCTION REPORT
11-10-06 11-11-05
——1,000 b/d ——
(Crude oil and lease condensate)
2 22
793 868
705 700
58 63
7 7
30 21
95 93
1,390 812
16 16
52 50
Montana.... 93 97
New Mexico... 165 165
North Dakota. 105 104
Oklahoma .. 175 170
Texas 1,372 1,229
Utah.. 46 48
Wyoming 140 144
All others... 67 74
Total ... 5,329 4,689
'0GJ estimate. “Revised.
Source: Oil & Gas Journal.
Data available in 0GJ Online Research Center.
US CRUDE PRICES
$/bbl* 11-10-06
Alaska-North Slope 27° 56.72
South Louisiana Sweet . 55.25
California-Kern River 13 47.75
Lost Hills 30°........ccc...... 55.10
Southwest Wyoming Sweet .. 57.09
East Texas Sweet...... 57.33
West Texas Sour 34° 47.50
West Texas Intermediate 56.25
Oklahoma Sweet........ 56.25
Texas Upper Gulf Coast. 53.00
Michigan Sour....... 53.50
Kansas Common.... 55.25
North Dakota Sweet . 4525

*Current major refiner’s posted prices except North Slope lags
2 months. 40° gravity crude unless differing gravity is shown.

Source: Oil & Gas Journal.
Data available in 0GJ Online Research Center.

WORLD CRUDE PRICES
$/bbl" 11-3-06
United Kingdom-Brent 38°. 57.74

Russia-Urals 32° ... 54.36
Saudi Light 34°.. 54.05
Dubai Fateh 32° .... 56.02
Algeria Saharan 44 58.49
Nigeria-Bonny Light 37 59.52
Indonesia-Minas 34°..... 53.06
Venezuela-Tia Juana Light 31° .. 52.50
Mexico-Isthmus 33°.. 52.39
OPEC basket ...... 55.15
Total OPEC?.... 55.00
Total non-OPEC?. 52.14
Total world?... 53.32
US imports?® ... .. 5065

'Estimated contract prices. ?Average price (FOB) weighted
by estimated export volume. *Average price (FOB) weighted
by estimated import volume.

Source: DOE Weekly Petroleum Status Report.
Data available in 0GJ Online Research Center.

US NATURAL GAS STORAGE'

11-3-06 10-27-06 Change
Bef

Producing region ... 1,010 1,008 2
Consuming region e 1,966 1,976 -10
Consuming region we 469 468 1
Total US ... 3445 3,452 -1
Change,

Aug.06 Aug. 05 %

Total US?.....converrrenra 2,969 2,662 115

'Working gas. ’Atend of period.
Source: .nerFyllnformano.n Administration
Data available in 0GJ Online Research Center.
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Statistics

INTERNATIONAL RIG COUNT OIL IMPORT FREIGHT COSTS*
Oct. 2006 — Oct. 05
Region Land 0ff.  Total Total Cargo (sFreighl )
size, pot rate
WESTERN HEMISPHERE : bbl
Argentina % o 8 7 Source Discharge Cargo 1,000 bbl worldscale $/
Bolivia .. 3 = J 2 Caribbean New York Dist. 200 260 188
Brazil 13 18 31 24 Caribbean Houston Resid. 380 181 1.45
Canada. 427 4 431 4 Caribbean Houston Resid. 500 219 1.76
Chile. ! — ! - N. Europe New York Dist. 200 276 315
Colombia .. 2 - 2 18 N. Europe Houston Crude 400 192 3.26
Ecuador 10 o 10 12 W. Africa Houston Crude 910 152 278
Mexico. 8 % 82 92 Persian Gulf Houston Crude 1,900 73 247
Peru . 3 ! f 8 W. Africa N. Europe Crude 910 163 223
erllri]tlggdStates 1 31% 7% 1 38; 1 47% Persian Gulf N. Europe Crude 1,900 81 %%
Vet 82 17 79 64 Persian Gulf Japan Crude 1,750 72 .
Other 2z = z 2 *Qctober 2006 average. o )
Subtotal .. 2,007 139 2146 2,315 Source: Drewry Shipping Consultants Ltd. Data available in 0GJ Online Research Center.
ASIA-PACIFIC
Australia 12 " 23 16
Brunei... = 5 5 2
China-offshore .. — 17 17 16
India ..... 51 32 83 84
Indonesia.. 33 17 50 5;
Japan ... 2 — 2 S
i o @i USLNG IMPORTS BAKER oIL TOOLS
yanmar-..
t 3
B : change  \\/ORKOVER RIG COUNT
Aug. July Aug. froma
— 2 2 2006 2006 2005  yearago, Oct Oct. Changs
o 3 T Coutiy E—C — Region 2006 2005 %
B n [ Algerla — A 3 —  GulfCoast 316 21 21
- = -5 Bl - - - - Midcontinent 274 250 96
Malaysia - * = e Northeastern 81 81 00
Nigeria 6,199 6129 2 d Rocky Mountains 224 215 42
- 2 A Diman - - - - Southeastern 186 20 739
4 4 3 atar - - - - West Texas 348 282 234
! 3 2 Trinidad and Western 133 140 -5.0
1 3 2 Tobago 37,043 33390 26,759 384 Total US 1562 14831 92
— o — Others 8880 15004 11,127 -20.2 Caﬁafja 7 750 64
— 1 7 ) - =24
8 10 7 Total 52122 51551 43,630 195 Total N. America 2189 2181 04
7 3 2 Source: US Energy Information Administration *Wells over 1,500 ft deep and tubing out of the wellbore. Exc\udesl
3 6 2 Data available in 0GJ Online Research Center. rigs on rod jobs. Deflmtlons,_ see O_GJ Sept. 18, 2006, p. 42. Source:
18 68 46 Baker Hughes Inc. Data available in 0GJ Online Research Center.
6 15 14
— 1 3
7 4 29
— — 38
= IVIUSE, STANCIL & CO. REFINING MARGINS
_ £ ?3 us us us US  North- South-
Qatar 7 38 1 Gulf East Mid-  West west east
gaudi ‘Arabia 7 76 ?g Coast Coast we;}hhl Coast Europe  Asia
i - P
_ = h ROPANE Octoher 2006
— 9 3 Product revenues 69.50 65.69 6888  71.71 6570 6255
% = = PRICES Feedstockcosts ~ —57.64 6280 5166 5176 _5/.14 5968
Gross margin 11.86 2.89 17.22 19.95 8.56 2.87
- 1 3 Sept.  Oct  Sept.  Oct Fixed costs 202 234 -228 286 228 177
4 4 2 2006 2'1“5‘ y a|2°°5 2005 Variable costs —149 100 _-135 _ 228 _ 204 _ 0.5
_1 % _3 J Cash operating
3 T Mont margin 8.35 -0.55 1359 15.01 424 0.35
*2 7 4 Belvieu 10118 9382 11305 113.66 September 2006 6.02 0.53 10.27 11.99 3.61 0.57
4 4 4 Conway 97.58 9346 11225 11401 YTD avg. 1333 1578 659 2483 621 1.22
14 14 21 Northwest 2005 avg. 12.53 6.98 12.31 20.55 5.51 152
_ 2 2 Europe 10476 9594  97.28 108.98 %ggg avg. ggg g;g ggﬁ 1 % Zg ggg E] g?
— avg. X . d ! ) -0.
_ [21 g Source: EIA Weekly Petroleum Status Report ) i
27 28 19 Data available in 0GJ Online Research Center. Source: Muse, Stancil & Co. See 0GJ, Jan. 15, 2001, p. 46.
- 5 3 Data available in 0GJ Online Research Center. » .
Subtotal 5 8 70 NOTE: The refining models that comprise the basis for the Muse refining margins have
T“ ‘I‘“a - 2433 318 2781 2923 been updated to reflect changing crude slates, product specifications, and market pricing.
otal..... ! ' 4 All current and historical margin series have been revised.
Definitions, see 0GJ Sept. 18, 2006, p. 42
Source: Baker Hughes Inc.
Data available in 0GJ Online Research Center.
MUSE STANCIL & CO [VlusE, STANCIL & co. MusE, STANCIL & co.
v =
GASOLINE MARKETING MARGINS ETHYLENE MARGINS US GAS PROCESSING MARGINS
Ethane Propane Naphtha Gulf Mid-
Los ¢/Ib ethyl Coast continent
Chi * H Angel New York October 2006 ——— $/Mef —
September 2006 ¢/gal October 2006
Product revenues 57.05 88.40 105.63 Gross revenue
Retail price 27513 238.02 292.00 276.29 Feedstock costs 2572 —53.20 -82.19 Gas 5.38 468
Taxes 55.10 38.40 58.95 50.31 — _— _— Liquids 0.98 2.66
Wholesale price 183.20 174.88 200.65 179.99 Gross margin 31.33 35.20 23.44 Gas purchase cost 599 6.28
Spot price 166.54 166.79 179.83 140.70 Fixed costs -5.38 —6.36 -7.19
Retail margin 37.04 2474 32.40 4599 Variable costs -3.38 -3.93 —5.17 Operating costs 0.07 0.15
\Wholesale margin 16.66 8.09 20.82 39.29 E— ——— — Cash operating margin 0.31 0.91
Gross marketing margin ~ 53.70 32.83 53.22 85.28
August 2006 37.64 42 46 32.88 54.32 Cash operating September 2006 0.43 1.30
TD avg. 18.22 2053 15.09 34.36 margin 2251 24.91 11.08 YTD avg. 0.28 1.05
2005 avg. 19.77 16.26 17.32 27.13 2005 avg. -0.06 0.25
2004 avg. 2249 17.49 2053 30.38 September 2006 23.43 27.14 15.15 2004 avg. 0.07 033
2003 avg. 22.69 19.10 28.58 31.42 YTD avg. 20.41 2353 2.2 2003 avg. —-0.08 -0.06
— — 2005 avg. 14.43 2068 128
*The wholesale price shown for Chicago is the RFG price utilized for the 2004 avg. 9.00 12.03 0.51 Breakeven producer payment,
wholesale margin. The Chica?o retail margin includes a weighted average 2003 avg. 833 11.36 372 % of liquids 66% 64%
of RFG and conventional wholesale purchases.
Source: Muse, Stancil & Co. See 0GJ, Oct. 15, 2001, p. 46. Source: Muse, Stancil & Co. See 0GJ, Sept. 16, 2002, p. 46. Source: Muse, Stancil & Co. See 0GJ, May 21, 2001, p. 54.
Data available in 0GJ Online Research Center. . Data available in 0GJ Online Research Center. Data available in 0GJ Online Research Center.
Note: Effective April 2003, Los Angeles margins include ethanol blending.
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A

dvertising

Your marketplace for the oil and gas industry

DEADLINE for CLASSIFIED ADVERTISING is 10 A.M. Tuesday preceding date
of publication. Address advertising inquiries to CLASSIFIED SALES, 1-800-

331-4463 ext. 6301, 918-832-9301, fax 918-831-9776,
email: glendah@pennwell.com.

o DISPLAY CLASSIFIED: $325 per column inch, one issue. 10% discount three or
more CONSECUTIVE issues. No extra charge for blind box in care.
Subject to agency commission. No 2% cash discount.

Smith International, Inc. seeks qualified
Supervisor — ASE Training and Tool Development
to work in Houston, TX. Train and supervise
engineers on development of analytical tools
worldwide. Bachelors in Petroleum Engineering
plus experience required. Please mail resume to
Smith International, Inc., ATTN: HR Manager,
16740 Hardy Street, Houston, TX 77032. Put job
code SASE1 on resume.

Tesoro Companies, Inc. seeks degreed and
experienced Sr. Analyst, Information Technology
to work in San Antonio, TX. Develop SAP R/3
Applications and integrate with SAP Enterprise
portal applications and components to enhance
visibility of operational data. Fax resume to Mark
O’Connor at (210) 283-2045. Put job code TCI-
006 on resume.

PDVSA Services, Inc. in Houston, TX seeks
International Buyer to provide international
procurement of goods & services for petroleum &
petrochemical refining & production. Qualified
candidates will possess a Bachelor’s degree in
Engineering & 1 year experience in job offered or
1 year related experience providing international
procurement of goods & services support. Please

send resume to recruiting@psi.pdv.com. Put job

code 54978 on resume.

Citgo Petroleum Corporation in Lake Charles,

LA seeks an Engineer to monitor, optimize

& troubleshoot operation of assigned units.
Qualified candidates will have a Bachelor’s
degree in Chemical Engineering and 2 yrs
experience in job offered. Please email resume to

employment@citgo.com. Put job code 1830 on

resume.

ConocoPhillips Company in Houston, TX seeks
Reservoir Engineer to provide reservoir simulation
engineering development. Qualified applicants
will possess a Masters in Petroleum Engineering
and 2 years in job offered or 2 years related
experience in numerical techniques for reservoir
simulation. Send resumes to ConocoPhillips
ATTN: Diane Jasksa, PO Box 2197 Houston, TX
77252. Put job code RE001 on resume.

TECHNICAL SALES engineering special
opportunities refining/petrochem/oilfield
$95K+ nationwide. Gresham & Gresham,
employment consultants, Houston. Est 1966,
AIChE. Confidential/call home (713) 780-1000
gresham@pdq.net

e UNDISPLAYED CLASSIFIED: $3.25 per word per issue. 10% discount for three or
more CONSECUTIVE issues. $65.00 minimum charge per insertion. Charge for

blind box service is $47.00 No agency commission, no 2% cash discount.
Centered heading, $8.10 extra.
e COMPANY LOGO: Available with undisplayed ad for $70.00. Logo will be centered

above copy with a maximum height of 3/8 inch.
e NO SPECIAL POSITION AVAILABLE IN CLASSIFIED SECTION.

e PAYMENT MUST ACCOMPANY ORDER FOR CLASSIFIED AD.

EMPLOYMENT EMPLOYMENT EQUIPMENT FOR SALE

PROJECT MANAGERS

Excellent oppor. w/expanding contracting firm.
B.S. Engring + 10+ yrs. exper. w/major E&C
firm in international locations. Experience

in Maintenance Computerized Programs.
Maximo a +. Exper. in rotating equipt. &
instrumentation on offshore platforms.
Interface w/govt. officials, manage onshore
opns., as well as two team leaders, resp. for
daily opns. on platform. $240,000+ housing,
car, driver and 30 day annual vacation. Tripoli,
Libya. Project Mgr, Cairo, Egypt, BS Engring.

+ 10+ yrs. w/major E&C firm in international
locations. Manage engineering office for oil
pipeline. $175,000 + 30 day vacation. Project
Mgr. Kuwait City. Expand oil loading & storage
facilities, both onshore and offshore. $175,000
+ 30 days vacation. Contact The Roddy Group,

roddygrp@wt.net, 1.282.545.2423. Employer

Fee Paid.

PROSPECTS

Farmins available : 60 MM
acres Australia, 4 basins, 200+
prospects and leads, oil, gas
and Helium with GTL plans

www.centralpetroleum.com.au
info@centralpetroleum.com.au

EQUIPMENT FOR SALE

REFRIGERATION AND ]J.T. PLANTS
10 MMSCED, 1100 PSI, CHAPMANN;

7 MMSCEFD, 1100 PSI, TH. RUSSELL;
3 MMSCED, 600 PSI, PROCESS EQPT,;
2 MMSCED, 1100PSI, PROCESS EQPT;

6 MMSCED, 2500 PSI, I.T.; 5 MMSCEFD, 1200 PSI,
H&H L.T.; 4.5 MMSCED, 1050 PSL, J.T.; 5
GPM, 1100 PSI, AMINE PLANT; 42", 1440
PSI, 8 TRAY, 750 MMBTU/HR DEHY.
PLEASE CALL 318-425-2533, 318-458-1874;

regardres(@aol.com

Read OGJ Classifieds

(— FOR SALE/RENT )

24 /| 7 EMERGENCY SERVICE

BOILERS
20,000 - 400,000 #/Hr.

DIESEL & TURBINE GENERATORS
50 - 25,000 KW

GEARS & TURBINES
25 - 4000 HP
WE STOCK LARGE INVENTORIES OF:
Air Pre-Heaters * Economizers ¢ Deaerators
Pumps ¢ Motors ¢ Fuel Oil Heating & Pump Sets
Valves ¢ Tubes ¢ Controls « Compressors
Pulverizers ¢ Rental Boilers & Generators

847-541-5600 FAX: 847-541-1279
WEB SITE: www.wabashpower.com
POWER

WabaSh EQUIPMENT CO.

444 Carpenter Avenue, Wheeling, IL 60090

THE MUDLOGGING
COMPANY USA

For Sale
Gas & Oil Treating Facility
for more information
www.ventechequipment.com/gaviota.htm
Ventech Process Equipment, Inc.

Ph. (713)477-0201
@

Fax (713)477-2420
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Classified Advertising

OIL AND GAS OPEN HOUSE

Oil & Gas Engineering Jobs

Four Employers. One Day. One Location. Open House.

Saturday December 2nd 9.00am - 2.00pm, Marriot Westchase
2900 Briarpark Dr. Houston, Texas 77042 (formerly Adams Mark) - Briarpark Suite

aﬂecapafm R [ R AR ’)) 'Eé.'li:mcm.ﬁh»ma:nd

SNC-LAVALIN

Petrochemical, Coker, Pipeline and Production Projects:
Engineers & Designers - Piping, Electrical, Instrumentation, Process, Mechanical, Structural, Pipeline,
Project Managers, Project Engineers Project Controls, Contracts, Procurement, Doc Control

EPCglobal presents a unique opportunity to meet four of the industry's
leading employers in one place, on one day. Meet the engineering
chief/hiring managers directly for face to face interviews.

Visit www.epcglobal.com/interview to register. If you can't attend, but
would like to send your resume, e-mail interview@epcglobal.com

epcelobal
e,

EQUIPMENT FOR SALE EQUIPMENT FOR SALE EQUIPMENT FOR SALE

SURPLUS GAS PROCESSING/REFINING Process Units
EQUIPMENT N Solar Taurus 60
Crude Topping Units
6,000 BPSD 5.2 MW e Mobile Gen Sets
NGL/LPG PLANTS:10 - 600 MMCFD 10,000 BPSD
AMINE PLANTS:10 — 2,700 GPM 14,000 BPSD .I_=.OR SALE=
SULFUR PLANTS: 10 - 180 TPD Condensate Stabilizer =
COMPRESSION:100 - 20,000 HP 6,500 BPSD —r—— —a=
FRACTIONATION:1000 — 25,000 BPD O ]
HELIUM RECOVERY:75 & 80 MMCFD BASIC EQUIPMENT - Solar Maintained - Low Time
We offer engineered surplus equipment solutions. Please call: 713-674-7171 - 13 Units (Gen 1) & (Gen 2)
Tommy Balke - 8 Natural Gas - 5 Dual Fuel
Bexar Energy Holdings, Inc. tbalkebasicl@aol.com ’ IC_)OW NIO;( 23 pFI)(m
: : . omplete Fackages
G2 wwwibasic-equipment.com - Mobile PCR U.G° Switchgear
e — 50 2 Caeision Ava
Email: matt.frondorf@bexarenergy.com - 50 Hz Conversion Available

Land owner offers commercial water well lease

site on I-35 for Barnett Shale. 214/662-5807 Mid America Engine, Inc.
662-895-8444 - Fax: 662-895-8228
Keith: keith@maegen.com
Art: art@maegen.com

craig-morrow(@sbcglobal net

E-mail your ad to:

INVESTMENT OPPORTUNITIES

lendah@pennwell.com 10,500 acre Appalacian gas play. High reserves .
g P shallow wells. Will drill, farmout or JV. Get Results! OGJ Classifieds

412-377-4905 info@cygnusbioenergy.com
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CONSULTANTS &

Brazil: EXPETRO can be your guide into this new 4
investment frontier. . |

Effective strategic analysis, quality technical

services, compelling economic/regulatory advice,
and realistic approach regarding Brazilian business
environment - 120 specialists upstream, downstream,
gas and biofuels. Email: contato@expetro.com.br.

Web: www.expetro.com.br - Rio de Janeiro, Brazil.

BUSINESS OPPORTUNITIES

Drilling Partners Wanted
Shallow play, 6 pay zones, dry hole cost $23,520.
Need three partners, 20% NRI. Cost $5,955 each.
PGP Oil Company, 615-479-4156.

CALL FOR PAPERS

The University of Alabama seeks proposals for

papers for the 2007 Coalbed Methane Symposium.
Deadline approaching! Visit www.coalbed.ua.edu
for details

Hiring?

Selling
Equipment?

Need
Equipment?

New Business
Opportunity?

Contact: Glenda Harp
+1-918-832-9301 or
1-800-331-4463, ext. 6301
Fax: +1-918-831-9776

Oil & Gas Journal / Nov. 20, 2006
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The Oil & Gas Journal Surveys in Excel
format are available for the most
current survey and for a number of
pastyears. An historical version of each
forecast is also available, with each file
containing multiple years of data. The

historical version will
enable users to analyze
trends and cycles in
various segments of
the industry.

Most of the data can be
downloaded through

the online store at www.ogjresearch.com.

OGJ Surveys are
Industry Standards!

Samples, prices and specifics available
For more
information Email: orginfo@pennwell.com.

Oll &GAS JOURNAL

research center.

at www.ogjresearch.com.

www.ogjresearch.com

Worldwide Refinery Survey

Worldwide Refinery Survey and
Complexity Analysis

U.S. Pipeline Study.

Worldwide Oil Field
Production Survey

Worldwide Construction Projects
— Updated annually in May and
November. Current and/or historical
data available.

Refinery

Pipeline

Petrochemical

Gas Processing

International Refining
Catalyst Compilation

0GJ 200/100 International
Company Survey

Historical 0GJ 200/100
International from 1985
to current.

0GJ 200 Quarterly

0GJ guide to Export Crudes—
Crude Oil Assays

Enhanced Oil Recovery Survey
Worldwide Gas Processing Survey
International Ethylene Survey
LNG Worldwide

Production Projects Worldwide
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A World of Reasons to Read the 2006 IPE

The 2006 International Petroleum Encyclopedia is a time-honored and
concise source of information for the rapidly changing petroleum
market. Inside these pages you'll find valuable information including:

« Atlas country reports offering 31% more illustrations and
four new countries — Jamaica, Malta, Lithuania, and East
Timor. The country section also covers regional topics, such as
diversification of Europe’s gas supply, the outlook for Caspian
Sea and deepwater Africa production, Asia-Pacific’s demand for
petroleum products, and growing consumption and production
in the Middle East. The China section includes 52% more text,
and there is 29% more information in the Asia-Pacific section.

« Key Stats providing 16% more illustrations. This section
covers the year’s most important energy trends, including:
future energy supply; reserves and production; drilling and
exploration; investment and markets; trade and tankers; LNG
industry outlook, liquefaction and receiving, carrier fleet, risks
and opportunities; refining and products; gas processing and
products; petrochemicals outlook.

« Statistics from the Oil & Gas Journal and BP Statistical Review
of World Energy 2005 as well as the US Energy Information
Administration are gathered in one section. The data
includes oil and natural gas production, consumption, imports/
exports, and prices, as well as oil refineries, capacities, margins,
and throughput.

« Chronology of Events — Gives you a quick refresher of the past
year's major developments.

« Guest Essay written by Steve Farris, President and COO of
Apache Corp., a leading independent E&D company operating in
the United States, Canada, Egypt, the UK North Sea, and Australia.
Apache ranks among the world’s top 10 US-based companies in

production and reserves of oil and natural gas.
« Directory of national oil companies and energy ministries.

Nowhere else will you find this listing together in one source.

ISSN1-59370-083-0. . . . . . .. .o v v i i e e e, $195
Available in print or CD-ROM, the 2006 IPE contains more than 350 Hardcover/approx. 350 pages/June 2006
pages of information on important activities and developments IPECD 1-59370-084-9 . . ... ... ..cuiuuuuon. $195
concerning oilfields, pipelines, refineries, tanker terminals, and more. Buy both & save! 12006SET. . . . ........ $312

There’s no reason to travel any further for the information you need!
Order your IPE 2006 book or CD today!

www.pennwellbooks.com
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Advertising Sales / Advertisers

Houston

1700 West Loop South, Suite 1000, Houston, TX
77027; Regional Sales Manager, Marlene Breedlove,
Tel: (713) 963-6293, Fax: (713) 963-6228, E-mail:
marleneb@pennwell.com. Regional Sales Manager,
Charlene Burman; Tel: (713) 963-6274, Fax: (713) 963-
6228; E-mail: churman@pennwell.com

Southwest / Western States

1700 West Loop South, Suite 1000, Houston, TX 77027,

P.0. Box 1941 Houston, TX 77251; Regional Sales Manager;
Marlene Breedlove, Tel: (713) 963-6293, Fax: (713) 963-6228;
E-mail: marleneb@pennwell.com

Northeast/New England

1700 West Loop South, Suite 1000, Houston, TX 77027,

Tel: (713) 963-6244, Fax: (713) 963-6228; Regional Sales
Manager, Charlene Burman; Tel: (713) 963-6274, Fax:
(713) 963-6228; E-mail: cburman@pennwell.com.

Mid-Atlantic/Gulf States

1700 West Loop South, Suite 1000, Houston, TX 77027,

Tel: (713) 963-6244, Fax: (713) 963-6228; Regional Sales
Manager, Charlene Burman; Tel: (713) 963-6274, Fax:
(713) 963-6228; E-mail: cburman@pennwell.com.

Midwest/Dallas/Tulsa

1700 West Loop South, Suite 1000, Houston, TX 77027,

Tel: (713) 963-6244, Fax: (713) 963-6228; Regional Sales
Manager, Charlene Burman; Tel: (713) 963-6274, Fax:
(713) 963-6228; E-mail: cburman@pennwell.com.

Scandinavia/The Netherlands/Middle East/Africa

David Betham-Rogers, 11 Avenue du Marechal Leclerc, 61320
Carrouges, France; Tel: 33 2 33 282584, Fax: 33 2 33 274491;
David Betham-Rogers, E-mail: davidbr@pennwell.com.

United Kingdom

Carole Winstanley, ADBIZ MEDIA LTD, 252 Union Street,
Aberdeen, AB10 1TN, Scotland, United Kingdom; Tel: +44
(0) 1224 791178; E-mail: adbizmedia@btconnect.com.

Paris

Daniel Bernard, 8 allee des Herons, 78400 Chatou, France;
Tel: 33 (0)1 3071 1224, Fax: 33 (0)1 3071 1119; E-mail:
danielb@pennwell.com, France, Belgium, Spain, Portugal,
Southern Switzerland, Monaco.

Essen

Verlagshuro Sicking, Emmastrasse 44, 45130, Essen,
Germany. Tel: 49 0201 77 98 61, Fax: 49 0201 781 741; E-mail:
wilhelms@pennwell.com. Wilhelm F. Sicking, Germany,
Austria, Denmark, Northern Switzerland, Eastern Europe,
Russia, Former Soviet Union.

Tokyo

e. x. press Co., Ltd., Hirakawacho TEC Building, 2-11-
11, Hirakawa-cho, Chiyoda-ku, Tokyo 102-0093, Japan,
Tel: 81 3 3556 1575, Fax: 81 3 3556 1576; E-mail: manami.
konishi@ex-press.jp; Manami Konishi

Brazil

Grupo Expetro/Smartpetro, Att: Jean-Paul Prates and
Bernardo Grunewald, Directors, Ave. Erasmo Braga 22710th
and 11th floors Rio de Janeiro RJ 20024-900 BRAZIL;

Tel: (55-21) 3084 5384, Fax: (55-21) 2533 4593; E-mail:
jpprates@pennwell.com.br and bernardo@pennwell.com.br

Singapore

Singapore, Australia, Asia Pacific, 19 Tanglin Road #09-
07, Tanglin Shopping Center, Singapore 247909, Republic
of Singapore; Tel: (65) 6 737-2356, Fax: (65) 6 734-0655;
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Republicans let
federal subsidy
programs multiply

Part of the reason the Republican Party
lost control of Congress on Nov. 7 is that
too many of its incumbents abandoned
their principles.

Republicans once championed limits
on government. In power, though, they
expanded the role of the state, too often to
dispense political favors.

Chris Edwards, director of tax policy
studies at the libertarian Cato Institute, last

h e Editor ' s

erspective
by Bob Tippee, Editor

month reported a revealing measure of this
malpractice.

He assembled data on federal subsidy
programs from a government periodical
called the Catalog of Federal Domestic As-
sistance.

He found 1,696 subsidy programs in the
federal budget this year. The number lately
has zoomed. In 2000 it was 1,425. In 1990 it
was 1,176; in 1980, 1,123; in 1970, 1,019.

“In recent years, the scope of federal
control over society has widened as politi-
cians of both parties have favored national-
izing many formerly state, local, and private
activities,” Edwards observes.

Energy is one of two federal agencies
for which the number of subsidy programs
fell during 1996-2000, dropping by 11 to 27.
Subsidy programs in the Department of
Education fell by 6 during the period to 146.

But subsidies and incentives in the tax
code, as opposed to agency programs,
increased in both areas.

“The number of energy incentives in the
income tax code increased from 9 in 1990
to 26 by 2006,” Edwards points out.

Big department gainers in subsidy
programs during 1996-2000 were Interior,
up 88 to 134, Agriculture, up 78 to 198; and
Health and Human Services, up 77 to 334.

“As time has passed, more farm crops
are receiving federal subsidies, more local
police services are being paid for with
federal grants, and more cradle-to-grave
health services are being created by Con-
gress,” Edwards says.

The trend, he argues, violates the consti-
tutional principle of federalism, which aims
to limit the reach of the federal government
into state, local, and private affairs.

It also represents an institutional
breech of faith by Republicans. Democrats
shouldn’t misinterpret their victory as
a sign of popular craving for exuberant
governance.

Americans don’t seem any less wary
of Big Government than ever. Republicans
learned that lesson the hard way.

(Online Nov. 10, 2006; author’s e-mail:
bobt@ogjonline.com)
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Market Journal by Paula Dittrick, Senior Staff Writer

Crude prices dip on IEA demand forecast

Energy prices on futures markets have swung widely recently.

Comments about possible additional production quota cuts by the Organization
of Petroleum Exporting Countries drove prices higher on Nov. 6. But later in the
week, the International Energy Agency cut its world oil demand growth estimates,
and prices dropped.

The December contract for benchmark US sweet, light crudes increased $1.33/bbl
on Nov. 9 on the New York Mercantile Exchange to $61.16/bbl—the highest front-
month price in 2 weeks.

But oil prices retreated Nov. 10 after release of the IEA's monthly report in which
it trimmed its 2006 global oil demand growth to 1.1%, or an average of 84.5 million
b/d, from its previous forecast of 1.2% oil demand growth. EIA kept its 2007 demand
growth forecast at 1.7%.

The IEA estimate of oil inventories in Organization for Economic Cooperation and
Development member countries was high, representing 55 days of forward demand
cover. Analysts said this was the highest figure for the third quarter since 1991.

On Nov. 6, the December NYMEX crude contract broke above $60/bbl for the first time
in days, settling at $60.02/bbl after Saudi Qil Minister Ali al-Naimi said OPEC was likely to
trim production if global inventories remain “very high” when the cartel meets Dec. 14.

Separately, Qatari Qil Minister Abdullah al-Attiyah said markets were oversup-
plied. “If the market is still unbalanced, we will make another cut, but | cannot
predict what the quantity will be,” he told Reuters.

On Nov. 7, OPEC Pres. and Nigerian Qil Minister Edmund Daukoru told reporters
that the cartel has no target price band.

“OPEC doesn’t have a rigid floor,” Daukoru said during a visit to South Korea. Set-
ting a target price band “is not really applicable to the fluid, free market,” he added.
Crude prices fell $1.09 to $58.93/bbl Nov. 7, wiping out gains from the previous
market session. Traders said they were unsure whether OPEC would cut production.

Meanwhile, the US Energy Information Administration said Nov. 8 that commer-
cial US crude inventories inched up by 400,000 bbl to 334.7 million bbl during the
week ended Nov. 3.

US gasoline stocks declined by 600,000 bbl to 204 million bbl during the same
period. Distillate fuel inventories dropped 2.7 million bbl to 138.6 million bbl, with a
slight increase in heating oil offset by a slump in conventional diesel fuel.

“US oil inventories have fallen heavily relative to their 5-year average for a fourth
straight week, bringing the total fall over that period up to 32.5 million bbl or more
than 1.1 million b/d,” said Paul Horsnell at Barclays Capital Inc., London.

“Gasoline has tightened the fastest, together with diesel. With both gasoline and
diesel demand posting strong numbers for October and starting November well, the
worries about falling oil demand from a slowing economy do seem to be very hor-
ribly wide of the mark,” Horsnell said.

US imports of crude fell by 306,000 b/d to 9.8 million b/d during the week ended Nov. 3.

A Nov. 8 report from the Houston office of Raymond James & Associates Inc.
said high seas from several storm systems made conditions unsafe for very large
crude carriers and ultralarge crude carriers to moor to the Louisiana Offshore Oil
Port (LOOP) buoy.The carriers were unable to offload crude cargoes 20 miles off the
Louisiana during Nov. 4-6, said the analysts.

LOOP began receiving tanker cargoes Nov. 7, and all waiting tankers were ex-
pected to have offloaded their cargoes by Nov. 11, the analysts said.

Natural gas storage

Meanwhile, natural gas reached its highest price in more than 3 months on Nov.
9. Analysts attributed the gas price gain to the EIA’s reporting storage levels fell more
than had been expected.

The EIA reported a 7 bcf withdrawal from gas storage for the week ended Nov. 2
after a 9 bcf injection the previous week. Total underground gas storage was 3.4 tcf
vs. 3.3 tcf for the same time last year.

EIA statistics for the same week last year show an injection of 61 bcf. The 5-year
average for the week is an injection of 24 bcf.

“The year-over-year storage surplus fell to 216 bcf vs. a 284 bcf surplus in the
prior week and a 406 (bcf) surplus as of Oct. 6, said Ronald J. Barone, UBS Securi-
ties LLC analyst in New York. “Given overall market dynamics so far this week, we
estimate the EIA to report a 5 bcf injection next week.”

(Online Nov. 13, 2006; author’s e-mail: paulad @ogjonline.com)
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New ZX technology beats the best 2004
drilling time by over 8 days in this highly
abrasive East Texas formation.
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