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CONSTRUCTION ™
l’ l{( )Q']g(:'l‘ Data To Count On! |

Our worldwide construction
surveys are updated regularly

The PennEnergy editors and the

) Offshore Drilling Rig
OG]J Online Reseeilrch‘ Cente'r are Construction Survey
regularly conducting intensive Four types of vessels are
survey efforts tracking new tracked — Jack-up Rigs, Semi-

submersibles, Drillships, and
Tender Assist Vessels. Include —
Rig Name, Owner, Design,

energy construction projects
worldwide, keying the details

into a spreadsheet and making Shipyard, and Country, Delivery
them ready for your use! Date, Cost in $ millions.
Oil Sands Projects
Worldwide Construction Surveys Planned Canadian Oil Sands

development projects in four

Semi-annual construction updates are provided in the following areas: Excel worksheets. Includes:

« Petrochemical « Refining « Pipeline f“i”i“% upgrgdi?g projects,
: in situ projects, reserves
» Gas Processing « LNG  Sulfur estimate of initial in-place

The Excel format enables efficient and rapid analysis of planned construction bitumen, and historical table,
projects. The data collected includes Company, Location, Capacity, Expected ggggzﬁzﬁlﬁéfsenmental and
Completion Date and Current Status, Contractor, Cost, Engineering and

Process Design (when available). Some of these surveys are also available

in historical version going back to 1996. For more information
Visit the web site:
Production Projects Worldwide ‘[VW‘ILV-OggeSf;fchh-Cg!"

. o . ook under the heading
Coptgms upstream projects in 47'cou.ntr1es, shows the development of Surveys/0il & Gas Industry
individual fields, and the supporting infrastructure. The Survey in Excel Surveys in Excel
spreadsheet identifies: E-mail: orcinfo@pennwell.com
« country o peak year Phone: 1.918.831.9488
e project name o development type details To Order:

.o Phone: 1.800.752.9764 or
« operator & company name o liquids and gas 1018831 9491

« project phase « cost when available Fax: 1.918.831.9559
. . . E-mail: sales@pennwell.com
Allows you to focus on what regions will have future growth, type of project,

new discoveries, field redevelopment, stranded-gas projects, heavy-oil or

deepwater projects and development of unconventional resources such as .
tight sands, shale gas, and coal bed methane gas. 4 - A | OlL, &GAS JOURNAL
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Paraguay's potential conventional, unconventional
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StatoilHydro publishes Gimboa crude oil assay
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Woodside Energy Ltd’s Train 5 is the first onshore LNG processing
train in the world to be designed and constructed in modular form.
It is now fully operational and producing LNG for export. The
Foster Wheeler-led joint venture delivered the 4.4-million tpy train
at Karratha, Western Australia, on behalf of the North West Shelf
Venture. Foster Wheeler was responsible for the engineering, pro-
curement, and construction phase of the expansion. Details of other
projects are in Oil & Gas Journal’s Worldwide Construction Update
starting on p. 22 and in the survey tables at www.ogjonline.com.
Photo from Foster Wheeler/ Woodside.

OILKGAS _ The fulltextof Oil & Gas Journal is available through 0GJ Online, Oil & Gas
JOURNAL 0/,1/ Journal's interet-based energy information service, at http://www.ogjonline.com.
qu For information, send an e-mail message to webmaster@ogjonline.com.
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International news for oil and gas professionals

For up-to-the-minute news, visit www.ogjonline.com

General

SEC files charges in oil investment scheme

The US Securities and Exchange Commission charged a Los An-
geles man and two of his companies with securities fraud on Mar.
24 and moved to halt their oil and gas investment sales.

The commission obtained an emergency court order from a
federal district court in Los Angeles to freeze the assets of Clement
Ejedawe, also known as Clement Chad, and his companies, Innova
Energy LLC and Innova Leasing & Management.

SEC said in its complaint that Ejedawe and his companies raised
$1.3 million from 30 investors by promising guaranteed returns
on working interests in oil and gas leases or drilling equipment. In
fact, it continued, the money was used to pay sales commissions;
small amounts to complaining investors; and Ejedawe’s personal
expenses, including cash withdrawals, his apartment rent, and do-
nations to his church.

The complaint said that since December 2006, the defendants
solicited investors by cold-calling them from a Los Angeles boiler
room where they said money would be invested in oil and gas lease
or equipment working interests and promised monthly payments
of $4,000-5,000 for every $50,000 invested.

SEC said that in their solicitations, representatives did not dis-
close that Ejedawe is the subject of at least seven separate cease-
and-desist or desist-and-refrain orders relating to his unregistered
offering of securities, including orders from California, Alabama,
Pennsylvania, Maryland, Kansas, and Washington.

SEC said a hearing on whether a preliminary injunction will
be issued against the defendants is scheduled for Apr. 6. It also is
seeking permanent injunctions, disgorgement, and civil penalties
against Ejedawe and the Innova entities.

Pence to lead GOP Energy Solutions Group

US House Republican Conference Chairman Mike Pence (Ind.)
will chair the House GOP American Energy Solutions Group, House
Minority Leader John A. Boehner (R-Ohio) said on Mar. 30.

The group will work on crafting Republican solutions to reduce
energy prices for American families and small businesses, Boehner
said.

“As gasoline prices skyrocketed to record levels last summer,
Republicans consistently advocated an all-of-the-above strategy to
create up to 1 million new jobs in the United States by increasing
American energy production, encouraging greater efficiency and
conservation, and promoting the use of alternative fuels,” he said.

“Rep. Pence showed extraordinary leadership last summer dur-
ing Republicans’ historic [gasoline] price protects, and I know he
is dedicated to developing solutions to keep energy costs affordable
for all Americans,” Boehner said.

He said that Reps. John Shimkus (Ill.) and Fred Upton (Mich.)
will be cochairmen. Other members include Joe Barton (Tex.),

Oil & Gas Journal

Interest

— Quick Takes

ranking minority member of the Energy and Commerce Commit-
tee; Doc Hastings (Wash.), ranking minority member of the Natu-
ral Resources Committee; and Rob Bishop (Utah), who chairs the
Western Caucus.

European gas demand increases by 2.1% in 2008

Preliminary figures and estimates brought out by the European
Union of the Natural Gas Industry (Eurogas) indicate that total
natural gas consumption in EU27 increased by 2.1% in 2008 over
2007 from 506.4 billion cu m (bcm) to 517 bem. The total num-
ber of gas customers connected to the EU27 gas grid rose 1% to
112.5 million customers.

The largest gas consumers by far were in the UK where con-
sumption rose to 101.8 bem from 97.6 bem in 2007; in Germany,
where consumption fell to 85.1 bem from 86 bem in 2007; and
in Italy, where consumption fell to 82.8 bcm from 82.9 bem in
2007.

On a lower scale, consumption increased in France to 47.4 bcm
from 45.8 bcm in 2007; in the Netherlands, up from 39.8 bem to
41.4 bem; Turkey to 36.1 bem from 35.9 bem; and in Switzerland
to 3.3 bcm from 3.1 bem.

Although natural gas markets vary significantly from one EU
country to another, Eurogas believes some general trends may ex-
plain the overall increase. The main one is that the weather was
mild in 2007 but rather cold in 2008 which, in addition, was a
leap year of 366 days.

Overall the residential sector registered stable consumption re-
sulting mainly from a trade-off between generally colder weather
and energy savings. So the increase in gas consumption could be
attributed to high demand in the power sector due to favorable gas
prices compared with oil and coal. However, in all EU countries,
there was a major slowdown in industrial demand in the last quar-
ter due to the economic crisis.

Indigenous gas production increased 1.8% to 202 bcm over
the period, pulled along by the Netherlands’s 10.9% increase in
production and Denmark’s 9.4% hike, compensating for the down-
ward trend in most other EU producing countries.

Indigenous production, nonetheless, covers the highest per-
centage of the gas supplied in the EU, covering 39% of the total
net supplies in 2008. The main external sources are Russia 25%,
Norway 18%, and Algeria 10%. Some 60% comes from fields in
Western Europe.

EPA: Global warming a threat to public health

In an action that appears to boost prospects for a federal global
warming emissions cap, the US Environmental Protection Agency
reportedly sent a proposal to the White House on Mar. 20 deter-
mining that global warming is a threat to public health and wel-
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IPEBRENT / NYMEX LIGHT SWEET CRUDE US INDUSTRY SCOREBOARD — 4/6
8/bbl
54.00
52.00 4 wk. 4wk.avg. Change, YTD YTD avg. Change,
50.00 Latest week 3/20 average year ago' % average' year ago' %
48.00
46.00
44.00 Motor gasoline 9,058 8,996 0.7 8,919 8,908 0.1
4200 Distillate 3,799 4,176 -9.0 4,024 4,209 -4.4
. Jet fuel 1,456 1,534 -5.1 1,372 1,546 -11.3
Mar. 25  Mar. 26 Mar. 27 Mar. 30  Mar. 31 Residual 593 565 5.0 586 672 -12.8
Other products 4,206 4,477 6.1 4,542 4,631 -1.9
TOTAL DEMAND 19,112 19,748 -3.2 19,443 19,966 -2.6
WTICUSHING / BRENT SPOT Crude production 5,405 5,131 B3 5,211 5,115 1.9
8/0b! NGL production? 1,899 2,209 -14.0 2,168 2,180 -0.5
54.00 Crude imports 9,178 9,591 -4.3 9,488 9,744 -2.6
52.00 Product imports 3,239 2,953 9.7 3,186 3,144 1.3
50.00 Other supply® 1,554 1,412 10.1 1,478 984 50.2
48.00 TOTAL SUPPLY 21,275 21,296 -0.1 21,531 21,167 1.7
46.00
44.00 )
B Crude runs to stills 14,234 14,509 -1.9 14,234 14,594 -2.5
40'00 Input to crude stills 14,612 14,726 -0.8 14,612 14,891 -1
" Mar. 25 Mar. 26 Mar. 27 Mar. 30 Mar. 31 % utilization 82.9 83.7 — 82.9 84.7 —
Latest Previous Same week Change,
Latest week 3/20 week week' Change yearago' Change %
NYMEX NATURAL GAS / SPOT GAS - HENRY HUB
$/MMbtu Crude oil 353,281 351,339 1,942 311,759 41,522 13.3
4.30 Motor gasoline 215,712 212,517 3,195 232,520  -16,808 -72
4.10 Distillate 145,516 145,404 112 113,490 32,026 28.2
3.90 Jet fuel-kerosine 40,229 41,564  -1,335 39,373 856 2.2
270 Residual 36,635 38,132  -1,497 37939 -1,304 -3.4
3.50 Change, % Change, %
3.30
210 Crude 25.0 24.9 0.4 213 174
2 Motor gasoline 23.9 23.6 1.3 25.6 -6.6
" Mar.25 Mar.26 Mar. 27  Mar. 30 Mar. 31 Distillate 38.2 36.6 4.4 26.8 42.5
Propane 26.3 25.6 2.7 18.1 453
3/21 Change Change %
IPEGAS OIL / NYMEX HEATING OIL Light sweet crude ($/bbl) 49.46 4568 3.78 109.42  -59.96  -54.8
#/gal Natural gas, $/MMbtu 3.95 3.89 0.06 10.03 -6.08 —60.6
148.00
145.00 "Based on revised figures. ZIncludes adjustments for fuel ethanol and motor gasoline blending components. ®Includes other hydro-
142,00 carbons and alcohol, refinery processing gain, and unaccounted for crude oil. “Stocks divided by average daily product supplied
for the prior 4 weeks. *Weekly average of daily closing futures prices.
gz gz Sources: Energy Information Administration, Wall Street Journal
133.00
130.00
127.00

"Not available ZReformulated gasoline blendstock for oxygen blending.
*Nonoxygenated regular unleaded.
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Mar.25 Wor.26 Mar.27 Mar. 0 Mar3 BAKER HUGHES INTERNATIONAL RIG COUNT: TOTAL WORLD / TOTAL ONSHORE / TOTAL OFFSHORE
4,200
3,900
PROPANE - MT.BELVIEU / BUTANE - MT. BELVIEU ;?ZZ
#/gal 3,000 753
90.00 g
85.00 AT
. S 2,410
75.00 900
70.00 600 i
65.00 300
60.00 Feb.08  Mar.08  Apr.08 May08 June08  July08  Aug.08 Sept.08 Oct.08  Nov.08 Dec.08  Jan.09  Feb.09
55.00 Note: Monthly average count
Mar. 25! Mar. 26 ~ Mar. 27 Mar. 30 Mar. 31
BAKER HUGHES RIG COUNT: 'S / CANADA
1,800 =
NYMEX GASOLINE (RBOB)? / NY SPOT GASOLINE? e 1,808
iz 1,400
150.00
145.00 20y 7,059
140.00 1000
135.00 700
130.00 500 S
125.00 - N\ B R
120.00 00 N T =
115.00 11/08  1/25/08  2/8/08 222008  3/1/08  3/21/08  1/9/09  1/23/09  2/6/09  2/20009  3/6/09  3/20/08
1 1
Mar 257 Mar. 26 Mar. 27 Mar. 307 Mar. 31 V18/08  21/08 21508 2/29008  3/14/08  3/28/08 1/16/09  1/30/09  2/13/09  2/27/09 313009  5/27/09

Note: End of week average count
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fare, US Rep. Edward J. Markey (D-Mass.) said on Mar. 23.

“This finding will officially end the era of denial on global
warming,” Markey said. “Instead of allowing political interference
in scientific and legal decisions, as was the case in the previous ad-
ministration, the Obama administration is letting the sun shine in
on the dangerous realities of global warming,” added Markey, who
chairs the US House Select Committee on Energy Independence
and Global Warming.

An EPA spokeswoman confirmed the proposal’s existence and
its delivery to the White House, but said it was an internal docu-
ment, which the agency developed in response to a US Supreme
Court directive.

“If the proposal is issued, it will undergo public comment and

Exploration & Development

ExxonMobil to probe Orinoco trend in Llanos

ExxonMobil Corp. plans to begin exploring an extension of Ven-
ezuela’s Orinoco heavy oil belt in far eastern Colombia in 2009.

The company in 2008 was awarded a technical evaluation
agreement on Block CPE-3 covering 6.4 million acres in a remote
and unexplored area of the eastern Llanos basin on trend with the
Orinoco belt.

Exploration is to start with 2D seismic surveys. This region is
400 miles east-northeast of Bogota and almost as far south-south-
west of Caracas.

Noble Energy discovers more gas off Israel

Noble Energy Inc. discovered natural gas at the Dalit prospect
30 miles off Israel on the Michal license with a well drilled to
12,000 ft in 4,500 ft of water.

Formation logs identified more than 110 ft of net pay in a high-
quality reservoir. Dalit is Noble’s second subsalt, lower-Miocene
discovery in the Levantine basin.

Production testing will be performed at Dalit after the well is
completed. Subsequent to testing, the rig will return to the Tamar
discovery in the Matan license to drill an appraisal well designed to
better define Tamar (OG]J, Feb. 9, 2009, p. 39).

Charles D. Davidson, Noble Energy’s chairman, president, and
chief executive officer, said Noble Energy plans to start its produc-
tion from this new region in 2012.

“Based on results from the seismic program, we could see fur-
ther exploration in the region starting in the second half of 2010,”
Davidson said.

Noble Energy operates both the Michal and Matan licenses with
a 36% working interest. Other interest owners are Isramco Negev 2
with 28.75%, Delek Drilling with 15.625%, Avner Oil Exploration
with 15.625%, and Dor Gas Exploration with 4%.

Drilling & Production

Alve gas field begins production

Alve gas and condensate field in the Norwegian Sea began pro-
duction Mar. 19.

Alve’s 1990 discovery led to the discovery of Norne oil and gas
field, which was proved in 1992 and brought on stream in 1997.

8
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public hearings before it becomes final. The document does not
propose any requirements on any sources of greenhouse gas emis-
sions. The proposed finding does not impose any new regulatory
burdens on any projects, let alone those funded under the Ameri-
can Relief and Recovery Act,” she said.

Markey, however, said that he and Energy and Commerce Com-
mittee Chairman Henry A. Waxman (D-Calif.) are drafting climate
and energy legislation to control emissions that cause global warm-
ing, and an endangerment finding by EPA would send a strong
signal to companies and industries pumping heat-trapping pol-
lution into the atmosphere that they will have to curb such emis-
sions. 4

— Quick Takes

Maurel & Prom discovers oil in Gabon

Maurel & Prom, Paris, reports the OMOC-1 well on the Omou-
eyi permit in southern Gabon on test stabilized at 1,000 b/d of oil
from an 11 m interval in the Cretaceous Gas de Base formation,
confirming the permit’s potential and reinforcing exploration ef-
forts. The well targeted the Kissenda and Base sandstones, which
produce oil at Omko and Onal, respectively.

Pay thicknesses are 40 m in the Kissenda and 14 m in the Base.
Maurel & Prom is testing a 6-m interval in the lower Kissenda for-
mation and plans to test a 24-m interval in the upper Kissenda.

OMOC-1 reached a depth of 1,020 m. The well is south of the
Onal production permit and 9 km from the production center.

Maurel & Prom also reported that its Mafia Deep-1 well in Tan-
zania is not a commercial gas discovery at this stage.

Gas plugs were found at 3,950 m, and the well currently is
4,914 m deep. After reprocessing seismic data, the company said
the well’s main objective is expected in about 150 m, representing
10 days under normal drilling conditions.

“The sandstone beds that may be the origin of the gas break-
throughs observed total approximately 20 m,” it added.

Lundin buys into Krabbe discovery

Lundin Petroleum AB has acquired from Talisman Energy Norge
AS a 40% interest in production license 301 north of Ula field in
the southern North Sea. The license holds the undeveloped Krabbe
oil discovery.

The value of the transaction was not disclosed. This transaction
is subject to government approval.

Lundin plans to tie in Krabbe and its nearby Nemo discovery
in PL148 to existing nearby facilities as a subsea development so
it can improve efficiency and lower development costs. “The two
discoveries are of similar type and size,” Lundin said. 4

— Quick Takes

Alve, which had been temporarily plugged, was later developed as
a subsea satellite field tied back to Norne field’s production vessel.
Gas from Alve will be exported through Norne pipeline systems.
“Output from Alve and other finds in the area will extend
Norne’s lifetime from 2016 to 2021. This will provide more
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spinoffs for land-based activities in the north of Norway,” said
Anita A. Stenhaug, vice-president of Norne operations.

“Alve is a pilot project for submitting a simplified plan for de-
velopment and operation for satellite fields,” said Kjell Helge Eide,
manager for the development project. “This procedure has now
been adopted in development projects for other such fields.”

Alve is in production license Block 159B, about 16 km south-
west of Norne. The field embraces the Garn, Not, Ile, and Tilje for-
mations. Proved reserves are in Garn and Not.

Alve is expected to produce 4 million cu m/day of gas. Reserves
are estimated at 6.78 billion cu m of gas and 8.3 million bbl of
condensate.

The Alve licensees are operator StatoilHydro 85% and Dong E&P
Norge 15%.

BP awards Caspian Sea Chirag project contract

BP PLC, on behalf of Azerbaijan International Oil Co., awarded
KBR Inc. a front-end engineering and design (FEED) contract for
the Chirag oil project in the Azerbaijan section of the Caspian Sea.

The Houston-based engineering, construction, and services
company will provide FEED and procurement support services
for a single, large drilling platform that will tie in to existing
Azeri-Chirag-Gunashli (ACG) oil field development platforms

Processing

Kuwait cancels fourth refinery at Al Jour

Kuwait Prime Minister Sheikh Nasser Mohammad al-Ahmad
al-Sabah reported that the country has canceled plans to build a
630,000 b/d fourth refinery at Al Jour on the Persian Gulf coast
near the Saudi Arabia border. He said an Audit Bureau study deemed
the project unfeasible.

The refinery, earlier expected to cost $10 billion but later raised
to $15 billion and rebid, had been scheduled to start in 2013 (OG],
Nov. 12, 2007, p. 32).

Work on the grassroots refinery, which would have produced
low-sulfur fuel oil for the country’s power plants, was officially
halted at the council of ministers’ Mar. 23 meeting after contractors
had been notified.

Kuwait National Petroleum Co. had awarded engineering, pro-
curement, and construction contracts in May 2008 to four South
Korean companies and a Japanese firm. Fluor Corp. was project
manager and front-end engineering and design consultant, and
Foster Wheeler was the feasibility study consultant. Fluor said it
was notified Mar. 20 of its contract cancellation. It will reassign the
300 engineers working on the project.

The other contractors notified included Hyundai Engineering &
Construction, which had a contract for $1.12 billion for offshore
facilities; a consortium of Japan’s JGC Corp. and Korea’s GS En-
gineering & Construction, $4 billion for main unit construction;
Daelim Industrial, $1.184 billion; and SK Engineering & Construc-
tion, $2.06 billion. GS Engineering was to have provided equip-
ment.

The project was referred to the Audit Bureau for investigation in
August following allegations by opposition members of Parliament
(MPs) that the bidding process was flawed and that the contracts

10
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and pipeline systems.
This is the next stage in the Chirag oil project development, in-
cluding incremental expansion of existing ACG field development.
KBR has been involved with the development of the ACG project
since 1995. Work on the project is under way.

E.On starts production from Rita gas field

E.On Ruhrgas UK North Sea Ltd. has started natural gas produc-
tion from Rita field in the UK North Sea via a subsea development
tied back to Hunter field, which the company operates.

E.On Ruhrgas did not disclose Rita’s likely output. The field is
connected to Hunter by a 14-km pipeline. This is the first time a
dual lateral well was drilled in a Carboniferous reservoir in the
southern gas basin, the company said.

“Each leg was drilled as a 6-in. hole and has a horizontal length
of more than 800 m. Gas is exported via the CMS infrastructure to
the Theddlethorpe gas terminal on the UK'’s east coast, where the
gas is supplied to the UK market,” said E.On Ruhrgas.

Rita field lies on Blocks 44/21b and 44/22c. E.On Ruhrgas UK
operates the Rita field and has a 74% equity share. Coventure part-
ner Gaz de France Suez E&P UK Ltd., meanwhile, holds a 26%
share.

Development approval for Rita was granted in early 2008. 4

— Quick Takes

should have been awarded through the state-run Central Tenders
Committee (CTC) to ensure transparency.

The outcome of their report was not published, but local media
and MPs said the bureau concluded that the project was “techni-
cally and economically not feasible” and that future such project
tenders should go through the CTC.

This is the second refinery proposal the country has scrapped
in 4 months. In December, Kuwait dropped plans for a $7.5 bil-
lion partnership with US Dow Chemical after pressure from MPs,
which cited “high cost amid the global economic downturn.”

France struggles to meet 10% ethanol deadlines

The introduction in all service stations in France of the new
“green” unleaded gasoline, incorporating 10% ethanol instead of
the current 5%, will take longer than initially expected.

However, Jean-Louis Schilansky, president of the oil trade group
UFIP, told a press conference held Mar. 24 to launch the E10 that
75% of France’s service station network should be selling it by
yearend.

The pace will be consistent with the logistic and technical
problems encountered by oil company operators, independents,
and supermarkets. Ethanol must be moved by truck rather than
by pipeline; existing oil depots and service station tanks must be
adapted to the new unleaded; and service stations must either sac-
rifice one pump to deliver it or, if a large service station, use one
that was used to deliver other unleaded gasolines.

While BP retained its own depots when it sold its Lavera refin-
ery and will be able to have all its service stations ready with E10 by
the end of April, Shell has no access to any depots. It sold its three
refineries last year and relies on the speed at which the new owners
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can accommodate its needs.

Total expects to have some 300 service stations delivering E10
the first fortnight in April and will progressively have all of its
4,000 service stations in France ready during the year.

Esso also will gradually have its service stations ready but
doesn’t know how long it will take to deal with its own technical
problems.

All four companies told OGJ they are keen and willing to deliver
the “green” unleaded. They could refuse to do so but would have to

Transportation

Cove Point LNG terminal starts up expansion

Dominion subsidiary Dominion Cove Point LNG, Richmond,
Va., recently started up its 1.8-MMcfd expansion of the terminal
on the Maryland shore of Chesapeake Bay.

The company said the project expands the terminal capacity by
80% and LNG storage capacity by nearly 100% to 14.6 bcf (equiva-
lent).

New facilities include:

* Two 160,000-cu m LNG storage tanks.

* Increased vaporization and associated station facilities adding
800 MMcfd.

* An 81-mile, 24-in. OD pipeline in central Pennsylvania and
associated facilities that allow imported natural gas to move to US
Northeast natural gas markets.

* A 48-mile, 36-in. OD gas pipeline loop in Maryland that in-
creases pipeline capacity from the terminal.

* Two new compressor stations near Perulack and State College,
Pa.

e Various natural gas storage facilities and pipelines that move
natural gas to Dominion’s South Point market hub, other interstate
pipelines, and the Leidy, Pa., interconnection with Transcontinental
Gas Pipeline.

A subsidiary of StatoilHydro ASA has contracted for all the new
capacity, including firm transportation and storage services in
Pennsylvania, said Dominion. The previously existing capacity was
already under contract.

Sakhalin Energy exports first LNG cargo to Japan

Sakhalin 2 has sent its first LNG cargo to Japan via Energy Fron-
tier LNG carrier for delivery at Tokyo Bay. The cargo holds 45,000
cu m for Tokyo Gas and Tokyo Electric.

The LNG was loaded through the 805-m-long jetty at the Prig-
orodnoye port, which was built for the year-round export of LNG
and oil.

“Russia has marked its entry into the Asia-Pacific LNG market,”
said Sakhalin Energy Chief Executive Officer Ian Craig.

The first train at the 9.6 million tonne/year liquefaction com-
plex has begun production, and the second train is scheduled to
come on stream later this year.

“This year and 2010 will see a gradual ramp-up to full produc-
tion capacity,” said Sakhalin Energy. “The newly built Sakhalin II in-
frastructure includes three offshore platforms, an onshore process-
ing facility, 300 km of offshore pipelines and 1,600 km of onshore

&GAS

pay a polluting tax instead.

The E10 can be used only by automobiles sold after 2000 and
will only be really profitable for drivers when prices at the pump
are higher than they are now. The price difference currently is only
1-2¢/1., if at all, as drivers need more E10 to travel the same dis-
tance as vehicles using normal unleaded fuel.

The government’s purpose in introducing the E10 at least S
years ahead of the EU is that is should reduce carbon dioxide emis-
sions in France by 1 million tonnes/year by 2010. 4

— Quick Takes

pipelines, an oil export facility, and the LNG plant.”

Sakhalin’s LNG will serve consumers in Japan, Korea, and other
markets.

Shareholders in Sakhalin Energy are Gazprom with 50% plus 1
share, Royal Dutch Shell PLC with 27.5% minus 1 share, Mitsui &
Co. Ltd. 12.5%, and Mitsubishi Corp. 10%.

Dutch terminal to double fuel imports to Moldova

Netherlands-based EasEur Holding, owner of Moldova’s sole oil
products import terminal, expects shipments through the facility at
Giurgiulesti to double to 30,000 tonnes this year from the 14,899
tonnes shipped in 2008.

EasEur Vice-Pres. Thomas Moser expressed satisfaction with de-
velopment of the terminal’s operations this year. He said the firm
has invested $27 million in the terminal, which became operation-
al in August, yielding eight tanks with a combined storage capacity
of 63,600 tonnes.

Moser said EasEur Holdings expects a number of storage tanks
at the facility to be leased out to international oil trading compa-
nies in the coming months.

The terminal’s first incoming shipment last August was 4,000
tonnes of Euro diesel from the Motor Oil Hellas refinery in
Greece.

All products shipped by the terminal in 2008 were delivered to
EasEur Holding’s 23 filling stations in Moldova, according to the
economy ministry, which said that EasEur Holding plans to build a
total of 50 filling stations in the country.

Construction of the terminal was launched in 2006 by Azpetrol
SRL, Azpetrol Refinery SRL, and Azertrans SRL—the three Moldo-
van subsidiaries of Azeri oil company Azpetrol.

In June 2006 EasEur Holding, a subsidiary of Eastern Capital
NV, acquired the three Azpetrol subsidiaries and renamed them Be-
mol Retail, Bemol Refinery, and Danube Logistics.

Earlier this month, Moldova energy regulator ANRE said the
country’s imports of oil products, including diesel fuel and gaso-
line, last year rose by 3.4% to 565,000 tonnes and by value in-
creased by 45.4% to $531.5 million.

Imports of diesel fuel rose by 5.2% to 350,000 tonnes/year,
while the volume of gasoline imports rose by 0.7% to 215,200
tonnes/year, ANRE said. It said Moldova’s LPG imports, which
were not included in the overall import figures, grew by 19% in
2008 to 60,100 tonnes. 4
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Everything for Oilwell Cementing

Everything Il_fA:as:hrLt/ggjd -

but the Cement!

EVERYTHING FOR OILWELL CEMENTING.

LTIP TAGE
EMENT LLA

This tool is used to effectively cement
upper sections of the casing string after
displacing cement around the lower sec-
tion. The tool provides a means of opening
and closing port holes for cement dis-
placement and positive containment of the
cement after displacement. All internal
parts are easily drilled, and are firmly held
from rotating during drilling. The port
closing sleeve is positively locked in posi-
tion after cementing.

When running the collar, it is advisable to
place a casing centralizer above and below
and to run a cementing basket below the
cementing ports. After running the collar
to setting depth, the lower section is ce-
mented in the conventional manner except
the cement is displaced with the flexible
cementing plug furnished with the collar.
This is bumped against the shut-off baffle
which is also furnished. A slight pressure
build-up of 300-400 psi will assure plug is
seated in baffle. The port holes in the
multiple stage cementing collar are opened
for doing the second stage by dropping the
tripbombandapplying approximately 800-
1000 psi pressure. The second stage is
displaced with the closing plug which is
also furnished with the tool. When the
closing plug bumps approximately 800-
1000 psi pressure will close the port holes.

Plugs, casing centralizers, baskets, float equipment, stage cementing tools,

EVERYTHING BUT THE CEMENT.

CALL TOLL-FREE 800-457-4851 FOR PRICE AND DELIVERY
PRIVATELY OWNED -ESTABLISHED IN 1965
o

Now accepting

As an oil executive and an American,
I also find the course being pursued in
Washington, DC, to be energy suicide
(OGJ, Mar. 9, 2009, p. 68). I think it’s
time for Atlas to shrug

I see Transocean is moving corporate
headquarters to Switzerland, and Noble
is reincorporating there and considering
a transfer of management. Maybe if Exx-
onMobil notifies Washington that it will
not be able to flourish under this lunacy
and will have to cease being a US-based
company, they’ll get it.

Jerry Rothouse
Austin

CNG vehicles have niche

Re: Nick Snow’s fine reporting of Sen.
Harry Reid’s press conference on com-
pressed natural gas (CNG) vehicles (OG]J,
Mar. 2, 2009, p. 28).

Our family owns and operates a
2004 Honda natural gas vehicle (NGV).
We love the car for its low operating
costs and its low local emissions. While
natural gas burns clean, the explora-
tion, production, and transportation
require liquid hydrocarbons and coal;
NGVs only displace some of the pollu-
tion. Also, since our NGV has only a 200
mile range, my wife typically refuels it
every 2-3 days and rarely strays far from
the limited refueling stations. The fuel
economy (about 30 mpg) is less than a
comparably sized Jetta Diesel (about 40
mpg), and the expensive 3,600 psi tank
has a life expectancy of only 15 years.

We are also investors in oil and gas
exploration, drilling, and production—
investments with minimal return for the
risk, particularly at the present low pric-
es. Our partners have had little success
in finding large gas fields, not surprising
when peak natural gas production in
the lower 48 states occurred 35 years
ago (1973). Based on this and on what I

il e VI understand about the short lives of shale
é wells, I cannot be optimistic about long-
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term supply.
NGVs have a niche to displace diesel
and gasoline in local transportation: bus-
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1230 85 35 33, website:

www.expopipeline.com.
21-23.

060 (fax), e-mail: wra@
theenergyexchange.co.uk,
website: www.wraconferences.
com. 22-23.

API Pipeline Conference, Fort
Worth, Tex., (202) 682-
8000, (202) 682-8222

(fax), website: www.api.org.
21-22.

es, trucks, and fleet vehicles that never ~ IADC Drilling HSE Middle
stray far from a filling station and can be East Conference & Exhibition,
filled overnight in their fleet garages, so  Abu Dhabi, (713) 292-
as not to overload the present infrastruc- 1945, (713) 292-1946
ture. Adding additional infrastructure (fax), e-mail: conferences(@
to fuel large fleets of NGVs may prove  lodc.org, website: wwiw.iadc.
wasteful and uneconomical if the supply 2&21-22.
is not adequate for the next 30 years.
Remaining large sources of natural gas
are in unfriendly countries and would
have to be imported as LNG.
Decision-makers need to consult both
with people who have expertise and
experience in the day-to-day operation
of NGVs and with natural gas supply
specialists to intelligently determine the
wisdom of large-scale expansion of the
NGV fleet.

Base Oils and Lubricants in

Russia & CIS Conference, Instrumentation Systems Auto-
Moscow, +44 (0) 1242 529 mation Show & Conference,
090, +44 (0) 1242 529 (ISA), Calgary, Alta., (403)

Pipeline Transport Conference
& Exhibition, Moscow, +43

FCC Regenerator
flue gus deaning

with EDV° Technology

Richard J. McDonald, PhD (physics)
San Francisco

C al e n d ar

4 Denotes new listing or a change 207 596 5233, +44 (0)
in previously published information. 97 596 5106 (fax), e-mail:

O"_&GAS oilgas@jte-exhibitions.com,

website: www.oilgas-events.
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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.

2009
APRIL

SPE Production and Operations
Symposium, Oklahoma City,
(972) 952-9393, (972)
952-9435 (fax), e-mail:
spedal @spe.org, website: www.

spe.org. 4-8.

SPE Digital Energy Conference,
Houston, (972) 952-9393,
(972) 952-9435 (fax), e-
mail: spedal@spe.org, website:

GPA Mid-continent An-

nual Meeting, Oklahoma City,
(918) 493-3872,(918)
493-3875 (fax), website:

WWW.gasprocessors.com. 16.

Middle East Petroleum & Gas
Conference, Dubdi, 65 6338
0064, 65 6338 4090 (fax),
e-mail: info@cconnection.
org, website: www.cconnection.

Lorg. 19-21.

ERTC Coking & Gasifica-
tion Conference, Budapest,
44 1737 365100, +44
1737 365101 (fax), e-mail:
events(@gtforum.com, website:

www.gtforum.com. 20-22.

Reducing refinery emissions has never been so easy.

EDV® Technology provides refiners with an economic and reliable means for controlling emissions

of pollutants (PM, PM,;, SOy, HAPs, NOy ) from FCCUs and other stationary sources.

Write, call or fax Belco Technologies Corporation.

WWW.spe.org. 7-8. - - . .
Hannover Messe Pipeline DuPont™ BELCO® Clean Air Technologies
. . Technology Conference, Han-
ATYRAU Regional Oil & Gas 449 511 89 31240 ) ]
Exhibition & OilTech Ka- nover, s 9 Entin Road, Parsippany, New Jersey 07054, U.S.A. ¢ Phone: 1-973-884-4700 ® Fax: 1-973-884-4775 * www.belcotech.com

zakhstan Petroleum Technology
Conference, Atyrau, +44 (0)

Oil & Gas Journal / Apr.

+49 511 89 32626 (fax),
website: www.hannovermesse.
de. 20-24.
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209-3555, (403) 245-
8649 (fax), website: www.

petroleumshow.com. 22-23.

CPS/SEG International
Geophysical Conference &
Exposition, Beijing, (918)
497-5500, (918) 497-
5557 (fax), e-mail: semery@)

Seg.org, website: www.seg.org.
24-27.

AIChE Spring National
Meeting, Tampa, (203) 702-
7660,(203) 775-5177

(fax), website: www.aiche.org.
26-30.

API Spring Refining and
Equipment Standards Meeting,
Denver, (202) 682-8000,
(202) 682-8222 (fax),
website: www.api.org. 27-29.

EAGE European Symposium
on Improved Ol Recovery,
Paris, +31 88 995 5055,
+31 30 6343524 (fax), e-
mail: eage(@eage.org, website:
www.eage.org. 27-29.

ENTELEC Conference & Expo,
Houston, (972) 929-3169,
(972) 915-6040 (fux),
e-mail: blaine@entelec.org,

website: www.entelec.org. Apr.
29-May 1.

MAY

EAGE International Petroleum
Conference & Exhibition,
Shiraz, +31 88 995 5055,
+31 30 6343524 (fax), e-
mail: eage(@eage.org, website:
WWW.eage.0rg. 4-6.

Offshore Technology Conference
(OTC), Houston, (972) 952-
9494, (972) 952-9435
(fax), e-mail: service(@potcnet.
org, website: www.otcnet.

0rg.4-7.

GPA Permian Basin Annudl
Meeting, Austin, (918) 493-
3872,(918) 493-3875
(fax), website: www.gasproces-

sors.com. 5.

e n d a

r

Interstate Oil and Gas
Compact Commission Midyear
Meeting (I0GCC), Anchorage,
(405) 525-3556, (405)
525-3592 (fax), e-mail:
fogec@jiogcc.state.ok.us,

website: www.iogec.state.ok.us.
10-12.

ERTC Asset Maximisa-

tion Conference, Prague, 44
1737 365100, +44 1737
365101 (fax), e-mail:
events(@gtforum.com, website:
www.gtforum.com. 11-13.

ACHEMA International
Exhibition Congress, Frankfurt,
+15168690220,+1 5
168690325 (fax), e-mail:
amorris7 7 @optonline.net,

website: http:/ /achemaworld

wide.dechema.de. 11-15.

IADC Environmental Confer-
ence & Exhibition, Stavanger,
(713) 292-1945, (713)
292-1946 (fax), e-mail:
conferences(@jadc.org, website:
www.iadc.org. 12-13.

North American Unconven-
tional Oil & Gas Conference
& Exposition, Denver, (403)
209-3555, (403) 245-

8649 (fax), website: www._

petroleumshow.com. 12-13.

NPRA National Safety Confer-
ence, Grapevine, Tex., (202)
457-0480, (202) 457-
0486 (fax), e-mail: info@)
npra.org, website: Www.npra.
org. 12-13.

International School of
Hydrocarbon Measurement,
Norman, Okla., (405) 325-
1217, (405) 325-1388
(fax), e-mail: lcrowley @,
ou.edu. Website: www.ishm.

dinfo. 12-14.

Uzbekistan International Oil &
Gas Exhibition & Conference,
Tashkent, +44 (0) 207 596
5233, +44 (0) 207 596
5106 (fax), e-mail: oilgas@
ite-exhibitions.com, website:

www.oilgas-events.com.
12-14.

Pipeline Simulation Interest
Group (PSIG) Meeting,
Galveston, Tex., + 966 3 873
0139, + 966 3 873 7886
(fax), e-mail: info@psig.org,
website: www.psig.org. 12-15.

Iraq Oil + Gas Summit,
Houston, (202) 536-5000,
(202) 280-1239 (fax),
e-mail: lwilson@nfemail.com,

website: www.New-Fields.com.

13-14.

4Louisiana Oil and Gas
Symposium, Baton Rouge,
(225) 578-8657,(225)
578-9257 (fax), e-mail:
hammer@]su.edu, website:
www.brgs.la.org. 19-20.

NPRA Reliability & Mainte-
nance Conference, Grapevine,
Tex., (202) 457-0480,
(202) 457-0486 (fax), e-
mail: info@npra.org, website:
www.npra.org. 19-22.

IADC Drilling Onshore Con-
ference & Exhibition, Houston,
(713) 292-1945, (713)
292-1946 (fax), e-mail:
conferences(@jiadc.org, website:
www.iadc.org. 21.

Gastech International Confer-
ence & Exhibition, Abu Dhabi,
+44 (0) 1737 855000,
+44 (0) 1737 855482

(fax), website: wiww.gastech.
co.uk.25-28.

APPEA Conference & Exhibi-
tion, Darwin, +61 7 3802
2208, e-mail: jhood @
appea.com.au. website: www.

appea2009.com.au. May
31-Jun. 3.

SPE Latin American and Ca-
ribbean Petroleum Engineering
Conference, Cartagena, (972)
952-9393, (972) 952-
9435 (fax), e-mail: spedal @

spe.org, website: www.spe.org.
May 31-Jun. 3.

JUNE

Caspian International Oil &
Gas/Refining & Petrochemi-

cals Exhibition & Conference,  Petro.t.ex Africa Exhibition & PIRA Understanding Global

Baku, +44 (0) 207 596
5233, +44 (0) 207 596
5106 (fax), e-mail: oilgas(@
ite-exhibitions.com, website:

www.oilgas-events.com. 2-5.

Asia Oil & Gas Confer-
ence, Kuala Lumpur, 65
62220230, 65 62220121
(fax), e-mail: info@)

cconnection.org, website: www.

Conference, Johannesburg, +27
217133360,+27 21713
3366 (fax), website: www.
fairconsultants.com. 9-11.

0Oil and Gas Asia Exhibition
(OGA), Kuala Lumpur, +60
(0) 34041 0311, +60 (0)
34043 7241 (fax), e-mail:
oga(@oesallworld.com, website:
www.allworldexhibitions.com/

cconnection.org. 7-9.

AAPG Annual Meeting, Denver,
(918) 560-2679, (918)
560-2684 (fax), e-mail:
convene(@aapg.org, website:
www.aapg.org. 7-10.

PIRA Scenario Planning Con-
ference, Houston, (212) 686-
6808, (212) 686-6628
(fax), e-mail: sales@pira.com,

website: WWW.pira.com. 8.

ILTA Annual International
Operating Conference & Trade
Show, Houston, (202) 842-
9200, (202) 326-8660
(fax), e-mail: info@ilta.org,
website: www.ilta.org. 8-10.

International Oil Shale
Symposium, Tallinn, Estonia,
+372 71 52859, e-mail:
Rikki. Hrenko@energia.ce,

website: www.oilshalesympo-

sium.com. 8-11.

SPE EUROPEC/EAGE
Conference and Exhibition,
Amsterdam, (972) 952-
9393,(972) 952-9435
(fax), e-mail: spedal @spe.org,
website: www.spe.org. 8-11.

PIRA Understanding Global
0il Markets Seminar, Houston,
(212) 686-6808, (212)
686-6628 (fax), website:

www.pira.com. 9-10.

GO-EXPO Gas and Oil Expo-
sition, Calgary, Alta., (403)
209-3555, (403) 245-
8649 (fax), website; www.

petroleumshow.com. 9-11.

oil. 10-12.

ASME Turbo Expo, Orlando,
(973) 882-1170, (973)
882-1717 (fax), e-mail:
infocentral @asme.org, website:
www.asme.org. 13-17.

Society of Petroleum Evalua-
tion Engineers (SPEE) Annual
Meeting, Santa Fe, NM, (713)
286-5930, (713) 265-
8812 (fax), website: www.

spee.org. 14-16.

PIRA London Energy Confer-
ence, London, (212) 686-
6808, (212) 686-6628
(fax), e-mail: sales@pira.com,
website: www.pira.com. 15.

IPAA Midyear Meeting, Dana
Point, Calif,, (202) 857-
4722, (202) 857-4799

(fax), website: www.ipaa.org.
15-17.

PIRA Scenario Planning
Conference, London, (212)
686-6808, (212) 686-
6628 (fax), e-mail: sales(@,
pira.com, website: WWW.pird.
com. 16.

Atlantic Canada Petroleum
Show, St. John’s, Newfoundland
& Labrador, 403) 209-3555,
(403) 245-8649 (fax),

website: www. petroleumshow.
com. 16-17.

IADC World Drilling Confer-
ence & Exhibition, Dublin,
(713) 292-1945, (713)
292-1946 (fax), e-mail:
conferences(@jiadc.org, website:
www.iadc.org. 17-18.

0il Markets Seminar, London,
44 1493 751 316, e-mail:
miles@pira.com, website:

wiw.pira.com. 17-18.

AAPL Annual Meeting,
Clearwater Beach, Fla., (817)
847-7700, (817) 847-
7704 (fax). e-mail: aapl@
landman.org, website: www.
landman.org. 17-20.

IAEE International Conference,
San Francisco, (216) 464-
2785,(216) 464-2768

(fax), website: wwvw.usaee.org.
21-24.

Society of Professional

Well Log Analysts Annual
Symposium (SPWLA), The
Woodlands, Tex., (713) 947-
8727, (713) 947-7181

(fax), website: www.spwla.
org.21-24.

SPWLA Annual Symposium,
The Woodlands, Tex., (713)
947-8727,(713) 947-
7181 (fax), e-mail: webmas-
ter@spwla.org, website: www.
spwla.org. 21-24.

International Offshore and
Polar Engineering Conference
(ISOPE), Osaka, (650) 254-
1871, (650) 254-2038
(fax), e-mail: meetings(@)
isope.org, website: www.isope.
org. 21-26.

Asia LPG Seminar, Singapore,
(713) 331-4000. (713)
236-8490 (fax), website:

Www.purvingertz.com. 22-25.

API Exploration & Production
Standards Oilfield Equipment
and Materials Conference,
Wiestminister, Colo., (202)
682-8000, (202) 682-
8222 (fax), website: www..

api.org. 22-26.

Moscow International Oil &
Gas Exhibition (MIOGE)
& Russian Petroleum & Gas
Congress, Moscow, +44 (0)
207 596 5233, +44 (0)
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207 596 5106 (fax), e-mail: Security and Environment

oilgas(@ite-exhibitions.com,

website: ww.oilgas-events.
com. 23-26.

JULY

Rocky Mountain Energy
Epicenter Conference, Denver,
(303) 228-8000, e-mail:
conference(@epicenter2008.
org, website: www.denvercon-
vention.com. 7-9.

API Offshore Crane Opera-
tions and Safety Conference,
Houston, (202) 682-8000,
(202) 682-8222 (fux),
website: www.api.org. 14-15.

Oil Sands and Heavy Oil
Technologies Conference &
Exhibition, Calgary, Alta.,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennvwell.com,
website: www.oilsandstech-

nologies.com. 14-16.

AUGUST

Conference and Exhibition,
Jakarta, (972) 952-9393,
(972) 952-9435 (fax), e-

mail: spedal@spe.org, website:

WWW.spe.org. 4-6.

SPE Asia Pacific Oil and Gas
Conference and Exhibition,

Jakarta, (972) 952-9393,
(972) 952-9435 (fux), e-

mail: spedal @spe.org, website:

WWW.spe.org. 4-6.

EnerCom’s The Oil & Gas
Conference, Denver, (303)
296-8834, email: kgrover@
enercominc.com, website:
www.theoilandgasconference.
com. 9-13.

0il Sands and Heavy Oil
Technologies Conference &
Exhibition, Calgary, Alta.,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennvwell.com,
website: www.oilsandstech-

SPE Asia Pacific Health, Safety, ologies.com. 14-16.

ACS Fall National Meeting &
Exposition, Washington, (202)
872-4600, e-mail: service(@,

acs.org, website: Www.acs.org.
16-20.

IADC Well Control Conference
of the Americas & Exhibition,
Denver, (713) 292-1945,
(713) 292-1946 (fux),
e-mail: conferences@jadc.org,
website: www.iadc.org. 25-26.

Summer NAPE, Houston,
(817) 847-7700, (817)
847-7704 (fax), e-mail:
info@napeexpo.com, website:
www.napeonline.com. 27-28.

SEPTEMBER
Oil & Gas Maintenance
Technology North America
Conference, New Orleans,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration@pennwell.com,

website: www.ogmtna.com.
1-3.

Does your international
medical insurer go this far?

Evacuation to the nearest
centre of medical excellence.

Whether you’re in the gas or oil business.
Wherever you are. You're just a phone

call away. Our 24/7 multilingual helpline is
ready and waiting. To get you to the nearest
medical centre. As soon as possible.

Bupa International
Healthcare. Everywhere.

+44 (0) 1273 718 312

www.bupa-intl.com

Bupq

Getting your staff to the drill site can be more

Charter a private jet that’s affordable,
on time and fully customizable.
Think of it as striking oil.

complicated than drilling. But it doesn’t have to be.
Imagine flexible flight schedules, seating capacity for

50, private jet comfort and the convenience of no security
lines, airport hassles or layovers. Now imagine

all of thatatan affordable price. It’s like striking it
rich-oraswe callit- Express)et.

HH

EXPRESS/ET

an entirely new way to move people

-

For a quick charter quote, call 1-866-977-5387,
e-mail charterrequest@expressjet.com or visit expressjet.com/charter

Expressjet serves the Americas, Canada, Mexico and the Caribbean.
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0il, gas, and social media

Steven Poruban
Senior Editor

A recent survey has found that while
oil and gas industry professionals may
view certain social media tools—such
as networking web sites, instant mes-
saging, text messaging, wikis, blogs,
and podcasts—as important for improv-
ing productivity and collaboration, few
companies currently have tools in place
to successfully benefit from these elec-
tronic tools” potential efficiencies.

The survey, entitled Oil & Gas col-
laboration Survey 2009, was released
jointly in mid-February by Accenture
and Microsoft Corp. and was conducted
by PennEnergy in partnership with the
Qil & Gas Journal Research Center.

The survey found that while 40% of
industry professionals polled thought
that company adoption of new social
media tools, including social network-
ing web sites, would boost on-the-job
productivity, only one in four of those
surveyed reported actually leveraging
these newer tools to capture and share
vital information internally.

Old vs. new

Survey respondents included a
worldwide pool of industry engineers,
geoscientists, and business managers.
The survey found that despite more
than 70% of those polled believing that
collaboration and knowledge-sharing
were important for driving revenue,
cutting costs, and contributing to the
health and safety of workers, most re-
spondents stated that their organizations
are still using older means of collabo-
ration, such as face-to-face meetings,
e-mails, and conference calls.

OIL&GAS

“Perhaps more telling is that 61% of
respondents said they spend at least 1 hr
each working day searching for infor-
mation and knowledge sources neces-
sary for their jobs,” the survey reported.
“With an estimated 65,000 engineer-
ing professionals in the global oil and
gas industry today, this translates into
a potential loss of almost 10 million
people-hr/year among engineers alone,
an average net annual loss of $485 mil-
lion for the industry, calculated accord-
ing to US Department of Labor salary
statistics,” the survey said.

Craig Hodges, US energy and
chemicals industry solutions director at
Microsoft, noted, “During this time of
economic upheaval, when every dollar
counts and effective decision-making
is crucial, new technologies such as
social media tools can help oil and gas
industry professionals find informa-
tion, collaborate, and generally be more
productive.” Hodges said, “In an envi-
ronment with fewer workers and less
resources, this is incremental productiv-
ity our industry can use in finding new
reserves, improving execution of capital
projects, driving new innovations, and
reducing costs.”

Survey results

Finding ways to facilitate knowl-
edge-sharing and capture topped the
list of concerns among survey respo-
dents. “Survey respondents confirmed
that concerns about capturing knowl-
edge from experienced workers before
they retire or leave the company is
prevalent,” the survey said.

Claire Markwardt, senior executive
with Accenture’s energy practice, said,
“Companies are dealing with several
trends right now, not only the aging
workforce walking out the door with
decades of knowledge, but also expe-
rienced hires coming into their busi-

nesses who need to understand a new
corporate culture.”

Markwardt added, “Companies have
an opportunity to supplement their
existing collaboration capabilities with
newer tools such as podcasts and social
networks to accelerate the sharing of
knowledge, increase teaming, and aug-
ment communication between their
workforces in different regions.”

Survey respondents stated that the
tools primarily used to retain knowledge
and intellectual capital from retiring
workers are mainly older methods, in-
cluding electronic file shares, 64%, data-
bases or repositories, 58%, and written
documents and physical files, 58%. “In
fact,” the survey said, “almost a quarter
of respondents reported exit interviews
as the tool used most often to capture
knowledge from these workers.”

Respondents overwhelmingly said
new collaboration technologies can
help stem the flow of exiting knowl-
edge. When asked which of the social
media tools would be most beneficial
for this task, respondents said: internet
portals, 81%; social networking web
sites, 58%; video or photo sharing,
56%; blogs or mini-blogs, 44%; and
wikis, 43%.

“While more than half the respon-
dents favored adopting social media
technologies to help shrink the pro-
ductivity gap, only 37% of respondents
think their companies are prepared or
very prepared to facilitate enhanced
sharing and capturing of the company’s
intellectual capital,” the study said.

When asked why, 48% of the re-
spondents said company management
didn’t view these issues as a problem.
“And 44% laid responsibility for lack of
readiness on older workers who do not
typically use digital knowledge-sharing
capabilities,” the study said.

Full survey methodology and results
are available at www.microsoft.com/

oilandgas. 4
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Stopping the juggernaut

20

OIL&GAS
JOURNAL

For anyone in the oil and gas industry, the
spectacle of an American president sacking the
head of General Motors should be chilling. The
episode says much about Barack Obama and the
radicalism he brings to the presidency. He believes
in governmental control of free enterprise. He acts
eager to test at least the political limits of executive
authority. And, as the federal budget he proposed
to Congress shows, he dislikes the oil and gas
business.

Whether Rick Wagoner needed to be ousted as
GM'’s chief executive is not the question here. The
question is whether the president of the United
States, and not the owners of the company, should
make and execute the decision. The answer is no.

Who owns GM?

Obama leads a government to which GM is
disastrously indebted. But neither he nor his gov-
ernment owns the company. The president used
the government’s status as emergency creditor to
arrogate prerogatives of corporate ownership. This
is supremely alarming.

For the oil and gas business, politicization of
GM is not just some other industry’s misfortune.
In his Mar. 30 announcement of plans for GM and
Chrysler, Obama said: “I am absolutely committed
to working with Congress and the auto companies
to meet one goal: The United States of America
will lead the world in building the next generation
of clean cars.”

GM thus is to become the instrument by which
the government will try to override markets and
steer US fuel consumption away from petroleum.
In perfect harmony with that strategy on the
demand side of the market is Obama’s Mar. 31
signing of a lands bill that forecloses oil and gas
supply from 2 million acres. Except for the early
rejection of windfall profit taxation, every policy
initiative on energy from the Obama administra-
tion aligns with the off-oil manifesto of environ-
mental extremism.

Obama has made this veer toward btu bank-
ruptcy part of a risky, state-centered makeover of
the economy, the prospective debt from which has
alarmed even members of his own political party.
And he predicates this liberal blitz on beliefs made

clear by pronouncements like this one, from a Mar.
24 press conference: “If we don’t tackle energy,

if we don’t improve our education system, if we
don’t drive down the costs of health care, if we're
not making serious investments in science and
technology and our infrastructure, then we won't
grow 2.6%; we won'’t grow 2.2%. We won't grow.”

Like so many from the new president, that
statement bejewels vacuity with elegant rhetoric. It
is, in fact, indefensible.

Energy, education, health, science, technology,
and infrastructure are vital national concerns. They
always have been and always will be. That each of
them has problems also is nothing new. Some of
those problems do need prompt attention.

But the economy can grow in spite of them,
and to suggest otherwise is exaggeration. The US
had the same problems during the 1980s and
1990s yet experienced unprecedented growth.
Indeed, the current economic crisis relates more
to financial dysfunction and global imbalance than
to anything in the formula of problems against
which Obama seeks to leverage socioeconomic
overhaul.

Other misdirection

This isn’t the only misdirection at work in
Obama'’s power move. The president continually
holds up the unpopular presidency of George W.
Bush as the source of everything needing repair.
Yet what he’s really attacking is the market-cen-
tered, limited-government orientation of Ronald
Reagan’s presidency of 1981-89. It was Reagan’s
turn away from high taxation and government
activism that made possible an historic cycle of
growth. If anything, Bush helped weaken the
foundation of Reaganite prosperity with fiscal ir-
responsibility and market intrusion.

The US government has become a liberal jug-
gernaut threatening harm not only to the oil and
gas industry but also to the national economy. The
only way to stop it is to discredit a flawed ideolog-
ical core: the belief that government officials know
better than owners do how to run the machinery
of wealth creation. Obama has pushed oil and gas
into the center of an intellectual fight. The industry
must respond. 4
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Oil & Gas Journal’s semiannual
Worldwide Construction Update shows
a decline in construction activity com-
pared with the previous edition of the
report (OG]J, Nov. 17, 2008, p. 24).

Many companies have delayed their
target completion dates for projects
reported to OGJ in previous surveys.
Some projects listed in the earlier report
have been canceled.

Following are project details

vey notes project
delays, cancellations

from the new survey, which is
available on line (see box).

Refining
Marathon Oil Corp. plans to
delay the expansion of its 100,000

Leena Koottungal
Survey Editor/News Writer

SPECIAL

b/d refinery in southwest De-
troit (OGJ Online, Mar. 12, 2009).The
company originally intended to finish
the project in fourth-quarter 2010, but
a slowdown in gasoline demand and a
delay in the company’s Canadian crude
production pushed the completion date
to mid-2012. Construction, which be-
gan in June 2008, will not stop but will

eport

Worldwide Construction Update

aa
n-'ﬁ -

22
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continue at a slower pace, says the com-
pany. Due to the delay and other factors,
Marathon raised its cost estimate for the
project to $2.2 billion from the original
estimate of $1.9 billion.

Motiva Enterprises LLC has delayed
the completion target for a project that
will make its 285,000-b/d refinery at
Port Arthur, Tex., the largest in the US

OGJ subscribers can download
free of charge the 2009 Worldwide
Construction Update tables at
www.ogjonline.com: Click on OGJ
Subscriber Surveys, then World-
wide Construction. This link also
includes previous editions of the
update. To purchase spreadsheets
of the survey data, please go to
WWW.0gj.com/resourcecenter/
orc_survey.cfm or email orcinfo@
pennwell.com.

(OGJ Online, Mar. 18, 2009). Motiva, a
joint venture of Shell Oil Co. and Saudi
Refining Inc., originally planned to
complete the $7 billion expansion in
late 2010. The project will be complet-
ed in first-quarter 2012.

It will add a single-train crude distil-
lation unit with a capacity of 325,000
b/d and other units. The expanded
facility will be the country’s largest
refinery producer of sulfur and largest
producer of petroleum coke. The main
project contractor is a joint venture of
Bechtel and Jacobs Engineering Group.
The largest US refinery now is Exxon-
Mobil’s 572,500-b/d facility in Bay-
town, Tex.

Meanwhile, Kuwait has canceled
plans to build a 630,000-b/d refinery
at Al Jour on the Persian Gulf coast near
the Saudi Arabia border (OGJ Online,
Mar. 23, 2009), according to Kuwait
Prime Minister Sheikh Nasser Moham-
mad al-Ahmad al-Sabah. The refinery,
which would have been the country’s
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fourth, was expected
to cost $15 billion
and scheduled to
start in 2013 (OG],
Nov. 12, 2007, p.
32). Work on the
grassroots refinery,
which would have
produced low-
sulfur fuel oil for
the country’s power
plants, was officially
halted at the Council
of Ministers Mar.

23 meeting after
contractors had been
notified.

Mozambique’s
OilMoz plans to
build an $8 bil-
lion oil refinery in
the south of Ma-
puto, designed to
reduce the country’s
dependency on im-
ported fuel, says the
company. OilMoz
expects to start pro-
duction by 2014. OilMoz Chief Execu-
tive Fausto Cruz said the refinery, with
an estimated capacity of 350,000 b/d is
expected to benefit both Mozambique
and countries in the region which rely
on imports of fuel. The company has
identified five potential refinery sites.

Cruz said OilMoz will work in
partnership with Shell Global Solutions
International BV for the study and de-
sign of the project. Mozambique’s only
oil refinery closed 24 years ago.

China National Petroleum Corp.
began construction on a 53,000-b/d
refinery in Chad. CNPC will hold a
60% stake in the refinery, and Chad’s
Ministry of Petroleum will hold the
remaining 40%. Construction will be
completed in 2011.

Petrochemical

Kazakhstan’s JSC Trade House Kaz-
MunaiGaz has selected Axens’ ParamaX
Technology Suite for the first major
aromatics complex to be located at the
Atyrau Refinery in Kazakhstan. The new
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629,000 tonne/year (tpy) grassroots
plant will produce 496,000 tpy of para-
xylene and 133,000 tpy of benzene.
Plant start-up is scheduled for 2012-13.
The front-end engineering designs are
led by JSC Omskneftekhimproekt of
Russia.

Dow Technology Licensing and
Saudi European Petrochemical Co. (Ibn
Zahr)—a Saudi Basic Industries Corp.
(Sabic) joint venture—started up what
they say is the world’s largest single
polypropylene train at Al Jubail on the
Persian Gulf coast (OGJ, Nov. 17, 2008,
Newsletter). Nameplate capacity is
500,000 tpy of polypropylene resins.
To manufacture homopolymers and
random copolymers, the facility uses
the Unipol PP process.

In India, ONGC Petro addition Ltd.
(OPal) awarded Samsung Engineering
in consortium with Linde an engineer-
ing, procurement, construction, and
commissioning contract for a dual-feed
ethylene cracker unit and associated
units worth about $1.43 billion. The

Vietnam opened its first refinery, a $3 billion project designed to meet a third of Vietnam’s fuel demand in 2010.The 148,000-
b/d plant in Dung Quat Bay will be operated by state-owned Vietnam Oil & Gas Group (Petrovietnam). This is a continuous
catalytic reforming unit under commissioning. Photo from Technip, by Patrick Zachmann/Magnum Photos.

plant will be the largest and the first
ethylene project in India able to use
naphtha and gas as feedstocks, con-
structed to produce 1.1 million tpy of
ethylene and 340,000 tpy of propylene.
Scheduled to be completed during the
end of 2012, the plant will be in the
Special Economic Zone Notified Area in
Dahej, Gujarat.

Total Petrochemicals began opera-
tions at its upgraded styrene unit in
Gonfreville-I’Orcher, near Le Havre,
France, making it one of the largest in
Europe (OGJ Online, Jan. 22, 2009).
The company expanded the unit’s ca-
pacity at its petrochemicals complex by
210,000 tpy, bringing it to 600,000 tpy.

LNG

At the end of 2008, the first expan-
sion of the Isle of Grain LNG import
facility began commercial operations,
according to owner and operator Na-
tional Grid Grain LNG Ltd. The UK proj-
ect received its first shipment of LNG
at the end of November as part of final
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CNOOC Fujian LNG Co. Ltd. awarded a contract to CB&I for storage expansion at the 2.6 million-tonne/year LNG terminal
in Fujian Province, China. CB&I will design and build two additional 160,000 cu m, full-containment LNG tanks. Photo from

CB&l.

cool-down and commissioning. CB&I
was the engineering, procurement,

and construction (EPC) contractor. The
expansion increased Grain LNG’s annual
capacity to 9.8 million tpy.

The Sakhalin-2 LNG liquefaction
plant at Prigorodnoye, Russia, was
completed in February (OGJ Online,
Feb. 13, 2009).The plant can produce
9.6 million tpy of LNG, with 60% of
it bound for Japan. Under contracts of
as long as 20 years, Russian LNG will
account for 7% of Japan'’s total LNG
imports.

The first LNG cargo arrived at the
South Hook LNG receiving terminal
in Milford Haven, Wales, according to
ExxonMobil Corp. (OGJ Online, Mar.
23,2009).The terminal will have the
capability to deliver as much as 2 bcfd
of gas into the gas grid when it reaches
full operations later this year. South
Hook LNG Terminal Co. Ltd. is owned
by Qatar Petroleum 67.5%, ExxonMobil
24.15%, and Total SA 8.35%.

The terminal forms part of the wider
Qatargas II joint venture, which uses
gas from Qatar’s offshore North field.

24

The terminal, which is being completed
in two phases, includes five LNG stor-
age tanks, a regasification plant, ship
unloading systems, and a jetty to allow
berthing of the world’s largest LNG
vessels.

Gas processing

GS Engineering & Construction Co.
completed the construction of a $2.1
billion gas processing plant in Assa-
louyeh, southern Iran, in mid-March.
The facility has a production capacity
of 19 million tpy of gas liquids, says
the company. GS led a consortium that
included two Iranian companies for the
project, which began in 2003.

Enterprise Products Partners LP
started operations at its Meeker II gas
processing plant in Colorado’s Piceance
basin (OGJ Online, Mar. 12, 2009).
The expansion doubles capacity at the
Meeker complex to 1.5 befd with the
capability to extract as much as 70,000
b/d of natural gas liquids.

Enterprise also started operations
at its recently expanded Shilling and
Thompsonville gas processing plants

in South Texas. The
Meeker complex

is supported by
long-term commit-
ments from 10 of
the largest produc-
ers in the Piceance
basin. Current inlet
volume at Meeker

is 750 MMcfd, with
38,000 b/d of NGL
being extracted. Gas
volumes are project-
ed to reach 1.1 befd
by yearend, when
NGL production is
expected to reach
60,000 b/d.

Meanwhile,
Alaska Gas Pipeline
LLC let a contract to
Fluor WorleyParsons
Arctic Solutions for
the design of the gas
treatment plant for
gas delivered from
Alaska through its proposed 4 bcfd
pipeline to the Lower 48, Alaskan, and
Canadian markets (OGJ Online, Feb. 11,
2009).

Fluor WorleyParsons will do the
work under a multimillion-dollar
preliminary front-end engineering and
design (pre-FEED) contract. It will be
the world’s largest gas treatment plant
with process modules weighing up to
9,000 tons. The 5 befd plant on the
North Slope will remove carbon diox-
ide, water, hydrogen sulfide, and other
impurities from the gas.

Apache Corp., operator of a $585
million natural gas venture in Western
Australia, awarded Clough Ltd. a con-
tract for the engineering of the onshore
processing plant after resuming work
on the project. The contract involves
the engineering, design, and procure-
ment of equipment for the Devil Creek
gas plant. Clough had been working on
the project before it was suspended in
December.

The plant, southwest of Dampier,
will process gas from offshore Reindeer
field developed by Apache and Santos

Oil & Gas Journal / Apr. 6, 2009

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=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13907&adid=logo

OIL&KGAS
JOURNAL

OIL&GAS
JOURNAL

Ltd. Shipments of
gas will start in
the second half of
2011.The plant will
have the capacity to
produce about 202
MMcfd of gas, says
Santos. Apache holds
55% interest in
Reindeer and Devil
Creek, while Santos
holds the rest.
Sonatrach let a
€1.3 billion con-
tract to Saipem SPA
to develop a gas
processing facility at
the Hassi Messaoud
oil and gas complex
in central Alge-
ria, about 900 km
southeast of Algiers
(OGJ Newsletter,
Nov. 24, 2008).
Sonatrach signed a
lump-sum, turn-
key contract with
Saipem covering engineering, procure-
ment, and construction of three LPG
production trains with a total capacity
of 8 million cu m/day. The project will
be completed by first-half 2012.

Other gas

Doosan Heavy Industries & Con-
struction Co. Ltd. let a contract to
Foster Wheeler for FEED and technical
services for a coal gasification island in
South Korea. The subcontract underpins
a coal-based integrated gasification
combined cycle (IGCC) plant, which
will be operational at the end of 2014.
Foster Wheeler will use Royal Dutch
Shell PLC’s technology for the gasifica-
tion plant to produce electricity from
solid or liquid fuel. Doosan is the EPC
contractor for the IGCC plant. The proj-
ect is partially supported by the Korean
government as a part of a national
research, development, and demonstra-
tion program.

AGL Resources’ Golden Triangle
Storage has started construction of a
12-bef working gas capacity salt dome
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natural gas storage facility at Spindletop
in Beaumont, Tex. (OGJ Online, Nov.
18, 2008). The storage site will be able
to receive onshore, offshore, and LNG
deliveries. Golden Triangle says the first
storage cavern will be ready for opera-
tion in 2010 or early 2011, with the
second cavern following roughly 2
years later. Capacity can be expanded to
as much as 28 bef. The company expects
a third 6-bcf cavern to be added shortly
after completion of the second. Five
brine-disposal caverns are also being
drilled on Golden Triangle’s site.

Sulfur

In the USVirgin Islands, Black &
Veatch is working on sulfur projects for
Hovensa. A project in St. Croix involves
a 300 tonne/day tail gas treater and
a revamp of a 500 tonne/day sulfur
recovery unit. Completion is scheduled
for 2014.

Black & Veatch is also working on
sulfur projects in Argentina, China,
India, and Qatar.

Oneok Partners” 119-mile Guardian Pipeline expansion and extension went into service in February, supplying natural gas to two
Wisconsin utilities. Photo from Oneok.

Pipeline

In March, China started construction
of its third gas pipeline connecting the
remote west to the country’s eastern cit-
ies. The link will have capacity of 20-30
billion cu m/year, said Su Shifeng, chief
consultant at China National Petroleum
Corp.'s pipeline unit.

Enterprise Products Partners LP and
Duncan Energy Partners LP completed
construction on the 174-mile Sherman
Extension expansion of the Enterprise
Texas Intrastate natural gas pipeline sys-
tem, which extends through the Barnett
shale play of North Texas. Throughput
on the Sherman Extension is about 360
MMcfd and is expected to reach 950
MMcfd.

The 36-in. diameter pipeline con-
nects a delivery point on the partner-
ships’ Texas Intrastate gas pipeline sys-
tem near Morgan Mill, Tex., southwest
of Fort Worth, with Boardwalk Pipeline
Partners LP’s Gulf Crossing pipeline
near Sherman, Tex. 4
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Iraqi ol minister seeks investment, offers contracts

Eric Watkins
Oil Diplomacy Editor

Iraqi Oil Minister Hussain Al-
Shahristani, in a wide-ranging inter-
view with Arab media in Paris, said his
country’s oil industry needs $50 billion
in investment over the next 5-6 years,
with much of it expected to come from
international oil companies (IOCs).

Iraq wants complete transparency in
dealings with IOCs, Al-Shahristani
said. And they will all be treated
equally, he told the UK-based
Al-Sharq al-Awsat news-
paper in an exclusive
interview.

The minister criti-
cized the Kurdistan
Regional Government
(KRG) for conclud-
ing contracts with IOCs
and blamed them for
operating in Iraq without
the central government’s
approval (see map, OGJ, Oct. 1,
2007, p. 36).

The minister was in Paris heading
a delegation representing 10 ministries
“to explore the horizons of mutual
cooperation with the French,” he said.
“And there will be many more meet-
ings with French officials and represen-
tatives of French oil companies.”

$50 billion needed

Commenting on the impact of fallen
oil prices, Al-Shahristani said: “It is clear
that the present oil prices are low, un-
rewarding, and unconvincing, not only
from the point of view of oil-producing
countries, but also from the point of
view of the consumers.”

Iraq “depends 90% on its oil rev-
enue,” he said, and “the low oil prices
affected us badly. In the budget of 2009
we counted on an average price of $50/
bbl.”

Dismissing the idea that oil prices
would remain depressed, however, Al-

26

Shahristani outlined plans to more than
double Irag’s current output over the
coming decade.

“Our production at present is 2.5
million b/d,” he said, adding: “Our
10-year plan (2008-17) is to increase
production to 6 million b/d. On a pre-
vious occasion we issued permits for six
huge oil fields and two gas fields that
would lead to an increase in production

“Our

position is
clear—any contract con-
cluded without competition
and transparency is unaccept-
able and contrary to the laws and
regulations in force. The concerned
companies would not be allowed to
operate on Iraqi soil; and if they do,
they bear the responsibility for
their actions.”
—Hussain Al-Shahristani,
Iraqi oil minister

by 1.5 million
b/d.”

He said “a sec-
ond batch of permits was issued around
the end of last year, which we expect
to add another 2 million b/d, and thus
make a total planned production of 6
million b/d.”

Asked where Iraq would get the nec-
essary investment to develop these oil
fields, the minister said: “We need an
investment of $50 billion over the next
5-6 years. This money is not available
locally.”

Moreover, he said, Iraq needs finance
for the reconstruction process and for
services such as housing, education,
health, and basic infrastructure facilities.
“That is why we are going to the inter-
national oil companies—all of which
have expressed interest in investing in
the Iraqi petroleum industry,” he said.

I0C contracts

“In order to facilitate negotiations
with these companies we prepared a
‘standard contract,” which we proposed
to them,” Al-Shahristani said. “This con-
tract abolishes the principle of partner-
ship in production and replaces it with
a ‘production services contract.’”

Under terms of such contracts, he
said, “the foreign company would
receive a fixed sum
of money for every
barrel of oil it
produces from an
oil field allocated
to it to develop
and produce from,
regardless of the
ups and downs of
oil prices.

“This way, Iraq
would be purchas-
ing services from
oil companies
and paying for
them, no more
or less. We have
so far 35 foreign
companies that
will be competing
for tenders,” Al-
Shahristani said, adding that IOCs “all
expressed their will to compete on the
basis of the services contract.

Al-Shahristani acknowledged that
the KRG has signed contracts with oil
companies but said that “these contracts
are not binding on the Iraqi govern-
ment, and no foreign company has the
right to operate in Iraq on the basis of
contracts that have not been approved
by the government of Iraq.”

Citing current Iraqi law, he said,
“Only the Iraqi ministry of petroleum
has the right to sign contracts on behalf
of Iraq. Accordingly, any contracts
signed by other parties will not be
binding on Iraq. To the foreign com-
panies which signed such contracts, I
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say you bear the responsibility of your
action.”

The minister made clear what IOCs
can and cannot do in his country, say-
ing, “A company may drill or develop
an oil well or construct pipes and
storage facilities, but the oil produced
cannot be exported or disposed of. Our
view is that it should be surrendered
to the Iraqi government to be exported
through proper channels.”

Contracts with KRG

Regarding current operations in
Kurdistan, Al-Shahristani acknowledged
that there are “activities and drilling
operations taking place, but no oil has
been produced from these oil wells.”
He added, “If any were produced, it
might be sold in the internal market or
smuggled abroad; but it cannot be ex-
ported except through the proper chan-
nels owned by the Iraqi government.

“Our position is clear—any con-
tract concluded without competition
and transparency is unacceptable and
contrary to the laws and regulations in
force. The concerned companies would

not be allowed to operate on Iraqi soil;
and if they do, they bear the responsi-
bility for their actions.”

Al-Shahristani dismissed the idea
that any one IOC has a special place in
negotiations with the Iraqi government.

“Gone are the days when the Iraqi
government used to negotiate with a
certain company. This used to be the
case in the past, in the days of Saddam
Hussein, for political reasons,” he said.

“Now the companies have to
compete through transparent tenders.
We open the tenders publicly and the
choice is made on a transparent basis.
Some companies—and I am not talking
about Total—prefer to talk with politi-
cians behind closed doors so as to get
some privileges,” he said.

“This will not happen in Iraq;
companies wishing to compete have
to submit their tenders, and they have
all welcomed this Iraqi procedure,” he
said.

Contracts acceptable
The minister claimed that long-
standing partners, such as Total SA, are

receptive to the idea of service con-
tracts.

“They have no objection,” he said,
referring to Total. “A month ago we met
with them and tens of other oil compa-
nies at a conference in Istanbul. Some
of them made remarks, some of which
were correct.

“Among the correct remarks there
were some relating to dual taxation and
the need for Iraq to have a law dealing
with [that].”

Asked when the first production
service contract would be signed, the
minister said the first group of licenses
may be signed by the midyear and the
second batch of licenses by yearend.

He said that “35 companies out of 120
applicants are qualified to tender” in the
first license round.

The ministry is now receiving appli-
cations from companies wishing to be
considered for tendering in the second
round of licenses and Al-Shahristani
said it will “soon announce the names
of companies that we regard as quali-
fied to tender.” 4

Iraq considers PSAs in second licensing round

Uchenna Izundu
International Editor

Iraq is considering offering explora-
tion blocks under production-sharing
agreements (PSA) this year for its sec-
ond licensing round, according to Oil
Minister Hussain Al-Shahristani. Along
with other measures, the PSAs could
help the nation boost oil production
to 6 million b/d from 2.5 million b/d
over the next 6 years, he said.

Speaking at the Organization of
Petroleum Exporting Countries’ recent
international seminar in Vienna, Al-
Shahristani said there are 65 blocks that
hold oil and gas potential, but Iraq has
not yet decided which blocks to offer
under production-sharing contracts.

During his address, he said he wants
operators to invest $35 billion to im-

28

prove Iraq’s fields under the two current
bid rounds. Iraq wants “a fair market
share for crude oil and gas on the world
market,” he added. If its production
target is achieved, Iraq would be one

of the biggest producers in OPEC after
Saudi Arabia.

Iraq’s oil industry has been badly
affected by war and mismanagement.
For the second bid round, opera-
tors are being offered acreage under
service contracts, which are expected
to be signed by the end of the year
(OGJ Online, Dec. 31, 2008). Opera-
tors are looking at the fields: Majnoon,
West Qurnha Phase 2, Halfaya, Gharaf,
Badrah, East Baghdad, Central Euphrates
oil fields (Kifl, West Kifl, and Marjan),
Diyala oil fields (Qumar, Gilabat, Nau
Doman, and Khashim Alahmar), Naj-

mah, and Qaiarah. These are expected to
add nearly 2 million b/d of production
capacity with an estimated investment
of £20 billion.

New oil, gas law

Al-Shahristani said it’s not known
when Irag’s new oil and gas law would
be approved by the parliament. The
law establishes a sector framework,
outlines revenue sharing, restructures
Iraq’s oil ministry, and creates an Iraqi
National Oil Co.The cabinet passed the
draft legislation in February 2007, but
differences over provisions and among
various political parties have blocked its
progress in parliament.

“We are proceeding with the bid
round; the ministry of oil has full au-
thority to the round, and any contracts
that are signed will be presented to the

Oil & Gas Journal / Apr. 6, 2009

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=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13907&adid=logo

OIL&GAS
JOURNAL

OIL&GAS
JOURNAL

cabinet for approval,” Al-Shahristani
said. Gas production is a key tenet of

Iraq’s petroleum policy. It wants to raise
production to 70 billion cu m/year and

fully utilize associated gas to end gas
flaring by rehabilitating partially dam-
aged gas processing plants in the south
and constructing new ones.

Plans to improve the gas pipeline
network by connecting gas fields
under development also need to be
implemented. Iraq aspires to become
a gas exporter by 2012. “An estimated
quantity of 7 billion cu m/year that is
regrettably flared now will be utilized
for power generation and other indus-
trial usage,” Al-Shahristani said.

The third crucial objective is to raise
oil refining capacity to 1.5 million b/d
from 600,000 b/d to meet the ex-
pected increase in internal and external
demand, especially for light products.
By next year, two atmospheric distilla-
tion towers, with a capacity of 70,000
b/d, in the Durra and Basra refineries
are expected to be finished.

Five refineries with a total capac-
ity of 840,000 b/d are to be installed
by 2015.These include Nasiriya with
a capacity of 300,000 b/d; Kerbala,
140,000 b/d; Missan, 150,000 b/d;
Kirkuk, 150,000 b/d; and East Bagh-
dad, 100,000 b/d

10Cs neccessary

Al-Shahristani said relationships with

international oil companies (IOCs)
would be crucial in realizing Iraq’s
objectives, but with its revenues being
generated from the oil sector, low oil
prices are threatening future invest-
ment. A 60% fall from peak oil prices
last July has severely damaged Iraq’s
budget.

Contracts for successful operators in

the first licensing round are expected to

be announced at midyear. This was first
publicized last year with six giant pro-
ducing oil fields requiring rehabilita-
tion: Rumaila (north and south), Zubir,
West Qurna Phase 1, Misan oil fields,

and Kirkuk and By Hassan oil fields. The

fields’ production would have to be in-
creased by 1.5 million b/d within 3-4
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the clowns

he international oil and gas

industry—as well as Russia’s—is
watching with incredulity as pros-
ecutors bring a new case against
former OAO Yukos Chief Executive
Mikhail Khodorkovsky.

Can it really be happening again?
You bet it can, and with all of the
cloak-and-dagger stuff you'd expect
from a country run by Vladimir
Putin, a former KGB spy, and his
entourage—or should one say hench-
men? In any case, Khordorkovsky
and Platon Lebedev, former head of
international financial organization
Menatep, suddenly found themselves
under way from their Siberian prison
and heading back to face the new
charges in Moscow.

The charges, which are about as
labyrinthine as one can imagine, are
not really worth talking about in this
space. They are simply the pretext
needed to get the two men back
into the public limelight for use as a
diversion from the country’s current
financial morass.

Good drama

You have to admit that it makes
good drama to have such a wealthy
man on trial when so many thou-
sands—or perhaps even millions—of
impoverished Russians are emerging
from a frosty winter only to face an
economy in freefall.

If you think there’s any exaggera-
tion in that, just consider the most
recent World Bank report that proj-
ects Russia’s gross domestic product
to shrink more than expected this
year—with ordinary people feeling
the shrinkage more than most.

WB’s latest report for Russia
forecasts its economy will shrink by

4.5% this year, or about 2.5% worse
than Russian officials had expected.
And they even see an upturn before
yearend. Worse, WB also notes that
Russia’s dependence on energy has
become a liability—along with its
reliance on capital inflows and bor-
rowing abroad.

Klaus Rohland, WB representa-
tive in Russia, delivered the killer
observation, saying, “At this point in
the crisis, focus should shift to the
people and slightly away from the
financial sector because people are
now affected by the crisis.”

Clowns needed

Focus on the people? You mean ac-
tually do something that would help
the Russian people survive the crisis?
Hmmm...you can bet that probably
won't be running through the mind
of Putin or his, uhm, entourage.

No, what they clearly have in
mind is a circus—especially if there
is no bread—and who better to pro-
vide the entertainment than prosecu-
tors intimating that Khordorkovsky
and Lebedev are responsible for the
country’s financial woes?

Underlying the new trial, however,
is a point of real concern to Putin
and his government. Some time ago,
members of the Russian parliament
were considering a plan that would
allow Khordorkovsky his freedom for
time already served.

Could anyone imagine the kinds
of things the freed oilman—an
insider—could say about the Russian
government’s mishandling of the
industry? Such talk would clearly lead
back to high places, wouldn't it?

In the absence of bread, bring on
the clowns! 4
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years under an estimated investment
program of $15 billion. “Thirty five
I0Cs were prequalified and invited to
tender for further development of these
fields,” Al-Shahristani said.

Overall for these plans, more than
$50 billion needs to be invested over
the next 5-6 years to reach crude pro-
duction capacity of 6 million b/d and a

refining capacity of 1.5 million b/d.
According to reports, Iraq has invited
Chevron Corp., Total SA, and Statoil-
Hydro ASA to present proposals to
develop Nahr Umr oil field in southern
Iraq. But the security situation contin-
ues to be a concern along with tough
contract terms and the lack of a formal
legal framework for the contracts. 4

Aramco renews commitment
to long-term investment plans

Eric Watkins
Oil Diplomacy Editor

Saudi Aramco, in line with newly
announced government policies, will
continue to invest in new oil, gas, and
petrochemical projects, despite the
current global economic downturn,
according to government leaders and
company officials.

“We believe the elements [needed]
to succeed in this environment are
the ability to integrate petrochemicals
with refineries and gas plants, securing
feedstocks at competitive pricing, and
achieving higher efficiency on prod-
uct chain integration,” said Abdulaziz
Al-Judaimi, Aramco’s vice-president for
new business development.

Al-Judaimi told participants at
Chemical Market Associates’s 24th
World Petrochemical Conference that
rising energy and raw material costs
have caused rationalizations across the
industry, but that Aramco nevertheless
remains confident of weathering the
economic downturn.

Al-Judaimi’s pledge coincided with
an earlier statement by Aramco CEO
Khalid Al-Falih that the state firm still
plans to spend 100 billion Saudi riyals
($26.7 billion) on a petrochemical
project in Ras Tanura to be undertaken
in partnership with Dow Chemical.

“This investment will amount to
approximately 100 billion riyals when
completed and will include the con-
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struction of integrated industrial cities
where the private sector can invest in
conversion and support industries,”
Al-Falih told delegates at a chamber of
commerce meeting in the country.

“Despite the difficult global econom-
ic situation currently, and the challenges
facing the energy sector, the kingdom
will continue with its long-term invest-
ments,” Al-Falih said, echoing a deci-
sion by senior government leaders.

On Mar. 25, Saudi Arabia’s council of
ministers announced that the country
would continue its long-term invest-

ment projects in the oil and gas sectors
to increase production to ensure an ad-
equate energy supply in world markets.

“The Kingdom will go ahead with
this policy despite the current economic
situation and the challenges being faced
by the energy sector,” the Cabinet said
following its weekly meeting chaired by
King Abdullah.

The Cabinet said the Kingdom would
also focus on research and develop-
ment, acquiring modern technology
to develop a variety of environment-
friendly energy products.

The Cabinet came to its decision
after reviewing the outcome of the re-
cent meeting of the Organization of the
Petroleum Exporting Countries when
Saudi Arabia’s petroleum and mineral
resources minister Ali Al-Naimi warned
of a possible “catastrophic” energy sup-
ply crunch without prompt investment.

“In years to come, if traditional
energy supplies should prove inad-
equate because capital expenditure was
curtailed due to unsustainable prices,
unreliable indication of future demand,
or hopes for a substitute that oil cannot
deliver, such a supply crunch would
be catastrophic,” Al-Naimi told OPEC
delegates. 4

Brazil considering OPEC's
renewed membership invitation

Eric Watkins
0Oil Diplomacy Editor

Brazil’s President Luiz Lula da Silva,
apparently reversing earlier decisions,
said his government is again consider-
ing an invitation to join the Organiza-
tion of Petroleum Exporting Countries.

“Very, very soon Brazil is going to
participate in OPEC,” said the Brazilian
president, according to Argentina’s Em-
presas News. If correct, the statement
would reverse earlier remarks by Lula,
who last year said he preferred Brazil to
export refined products, not crude.

The Brazilian president’s remarks
follow a Mar. 23 statement by Mines
and Energy Minister Edison Lobao, who
said the country was officially invited to
join OPEC, but that it should enter the
organization only when it effectively
becomes an oil exporter.

At the moment, he said, OPEC mem-
bership would not be possible as Brazil,
which consumes all of its own produc-
tion and still imports oil, would not be
able to implement OPEC output cuts.
But Brazil could join once it has taken
care of domestic needs and begun to
export oil, he said.
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The statements by Lula and Lobao
indicate a possible shift in policy, as last
September Brazil declined an invita-
tion from Saudi Arabia to join OPEC,
citing plans to export refined oil, not
crude from its deep water reserves. At
the time, Lobao said Brazil determined
it didn’t need OPEC, because the Latin
American country planned to boost oil

income by refining crude into products
like gasoline for export abroad.

Petroleo Brasilerio SA’s Refining and
Petrochemicals Chief Executive Paulo
Roberto da Costa confirmed Lobao’s
remarks, saying, “Brazil was invited to
participate in OPEC and did not accept
because our priority is refining here
and exporting derivatives.”

Earlier that year, Lula also opposed
OPEC membership in favor of becom-
ing an exporter of refined products.

“Brazil is going to be transformed
into a major producer. I do not want it
to become an exporter of petroleum,”
he said. “I want Brazil to export petro-
leum products” (OGJ, July 7, 2008, p.
37). +

Obama signs far-reaching public lands bill

Nick Snow
Washington Editor

Calling it an “extraordinary piece
of legislation,” US President Barack H.
Obama signed a far-reaching public
lands bill into law on Mar. 30.

The measure, HR 146, won biparti-
san support because it combined 160
smaller bills involving historic sites
with provisions that add 2 million acres
to the federal wilderness system. The
bill also expands other designations that
effectively remove more federal acreage
not just from oil and gas leasing but
also from potential use as alternative
energy generation sites.

“This legislation guarantees that
we will not take our forests, rivers,
oceans, national parks, monuments, and
wilderness areas for granted, but rather
we will set them aside and guard their
sanctity for everyone to share. That’s
something all Americans can support,”
Obama said.

US Interior Secretary Ken Salazar
called the bill “a Herculean first step in
President Obama’s agenda for our open
lands.”

In addition to the 2 million acres
of new federal wilderness, he said it
would put into law the 26 million-
acre National Landscape Conservation
System within the US Bureau of Land
Management, preserve 1,000 new miles
of wild and scenic rivers, and “better
protect some of America’s most special
places, from Oregon’s Mount Hood to
the dinosaur tracks of New Mexico to
Virginia’s wild forests.”
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US Senate Energy and Natural
Resources Committee Chairman Jeff
Bingaman (D-NM), who helped guide
the legislative package through the
Senate twice, called it “a great day for
America’s natural resources. With just
the stroke of a pen, the president made
a promise to future generations come
true by helping preserve the natural
wonders of this nation.”

Lisa Murkowski (R-Alas.), the com-
mittee’s ranking minority member, said
the legislation was “a good example of
how we in Congress can find success
through hard work and bipartisan-
ship.” The package of bills “is hugely
beneficial to individual communities,
especially in western states where the
federal government owns so much of

the land,” she maintained.

The bill’s provisions include an
amendment to the Alaska Natural Gas
Pipeline Act authorizing the federal co-
ordinator to establish fees which could
be spent without further congressional
appropriation for activities authorized
under current law, she noted.

House Speaker Nancy Pelosi (D-
Calif’) said the bill includes water-
related provisions that would help
manage drought, particularly in the
US West; improve aging infrastruc-
ture; recharge groundwater supplies;
and promote the reuse and recycling
of water.

“Today is a great day for all who
care about our beautiful country and its
pristine natural heritage,” she said. 4

Waxman's clean energy draft
Includes cap-and-trade proposals

Nick Snow
Washington Editor

US House Energy and Commerce
Committee Chairman Henry A. Waxman
released a draft of clean energy legisla-
tion on Mar. 31 that he said was aimed
at reducing US dependence on foreign
oil and combating global warming.

Waxman and Edward J. Markey
(D-Mass.), who chairs the committee’s
Energy and Environment Subcommittee,
said the proposed legislation, the 2009

American Clean Energy and Security Act
(ACES), is a comprehensive approach
to US energy policy that charts a new
course toward a clean energy economy.

“This legislation will create mil-
lions of clean energy jobs, put America
on the path to energy independence,
and cut global warming pollution. Our
goal is to strengthen our economy by
making America the world leader in
new clean energy and energy efficiency
technologies,” Waxman said.

The draft, which he and Markey said
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would create millions of new clean en-
ergy jobs, enhance US energy security
and cut global warming pollution, has
four titles. The clean energy title aims
to promote renewable sources, car-
bon capture and sequestration (CC&S)
technologies, low-carbon fuels, clean
electric vehicles, and the smart grid and
electricity transmission.

The energy efficiency title aims to
increase energy efficiency across the US
economy, including buildings, appli-
ances, transportation, and industry. The
global warming title would place limits
on emissions of heat-trapping pollut-
ants, and the transitioning title would
protect US consumers and industries
and promote green jobs during the
transition to a clean energy economy,
Waxman and Markey said.

Cap-and-trade

The global warming title discusses a
possible cap-and-trade program. “One
key issue that the discussion draft does
not address is how to allocate the trad-

CFIC increases Its

Nick Snow
Washington Editor

The US Commodity Futures Trad-
ing Commission closed the so-called
“Enron Loophole” on Mar. 23 as it
approved final rules and amendments
increasing its oversight of exempt com-
mercial markets (ECMs).

The rules implement provisions
of the 2008 CFTC Reauthorization
Act, which created a new regulatory
category, ECMs with significant price
discovery contacts, and subjected these
electronic trading facilities to addition-
al regulatory and reporting require-
ments effective Apr. 22, the commis-
sion said.

Federal lawmakers and groups that
had been critical of CFTC not taking
action sooner welcomed the move but
added that more financial market over-
sight is needed.
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able emission allowances that restrict
the amount of global warming pol-
lution emitted by electric utilities, oil
companies, and other sources. This issue
will be addressed through discussions
among committee members,” the dis-
cussion draft summary noted.

Other Democrats on the committee
applauded the proposals. Rick Boucher
(Va.) said it includes bipartisan leg-
islation he introduced on Mar. 24 to
fund accelerated development of CC&S
technologies. “T am reviewing the pro-
visions of the draft and will be consult-
ing with interested parties, including
colleagues on the committee, regarding
changes which I will recommend for
the purpose of assuring the control pro-
gram is economically sustainable and
will not be economically disruptive,”
Boucher said.

But the committee’s ranking minor-
ity member, Joe Barton (R-Tex.), was
not impressed. “Tuesday’s cap-and-trade
bill marks a triumph of fear over good

sense and science, and it couldn’t come
at a worse time because it proposes

to save the planet by sacrificing the
economy,” he maintained.

Barton said US unemployment stands
at 8.1%, with a rise to 8.5% expected,
and jobless rates already top 10% in
California, Nevada, North Carolina,
South Carolina, Oregon, Michigan,
Rhode Island, and Washington, DC. “So
it's not surprising when the Gallup Poll
reports that 41% of Americans con-
sider global warming an exaggeration.

I consider it a dangerous exaggeration
because it gives rise to plans like this
one, which increase unemployment and
raise electricity bills,” Barton said.

Waxman said the committee would
complete consideration of the legisla-
tion by Memorial Day. He said the
Energy and Environment Subcommittee
would hold hearings the week of Apr.
20 and begin marking up the bill the
week of Apr. 27.The full committee is
scheduled to begin its markup the week
of May 11, the chairman said. 4

exempt commercial market oversight

“What should be of great concern
to all is how long it took the CFTC and
Congress to act,” said Industrial Energy
Consumers of America Pres. Paul N.
Cicio on Mar. 24. “We still have many
more pressing government oversight
gaps to close,” he said.

Cicio noted: “We are reminded of
the excessive speculation that occurred
during the first half of 2008 when nat-
ural gas prices doubled while domestic
production increased by 8.6% and
national inventories were well within
the normal 5-year average. The increase
in the price of gas cost homeowners,
farmers, and manufacturers about $40.4
billion. Excessive speculation caused
the run-up, not supply versus demand
fundamentals.”

Additional steps
Cicio said Congress and CFTC should
also establish position limits for specu-

lators, require “aggregating position
limits” across all exchanges and the
over-the-counter market, and establish
limits or ban index funds and passive
long-only and short-only funds.

The US Senate Energy and Natural
Resources Committee’s Energy subcom-
mittee will hold a hearing on Mar. 25
to examine draft legislation aimed at
improving energy market transparency
and regulation. Two of its members,
Byron L. Dorgan (D-ND) and Maria
Cantwell (D-Wash.), asked US Attorney
General Eric H. Holder Jr. on Mar. 18 to
establish an Economic Crisis Financial
Crimes Task Force to investigate and
prosecute criminal behavior involved in
events that caused the current economic
downturn.

ECMs were created under the 2000
Commodity Futures Modernization Act
as electronic markets to trade exempt
commodities on a principal-to-princi-
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pal basis between qualified commercial
entities supposedly at the urging of
Enron Corp., which was an active en-
ergy trader at the time. By 2007, these
unregulated markets had grown to a
point that critics said showed specula-
tors used them to circumvent regulated
exchanges and manipulate crude oil
and other commodity prices.

Impact on prices

When CFTC began to investigate,
it eventually concluded that informa-
tion was insufficient about how price
swaps and other financial instruments
were being used to affect commodity
markets. It found, however, that these
financial instruments sometimes had an
impact on prices, and that they needed
to be regulated. Congress gave CFTC
authority to regulate them as part of the
2008 reauthorization act.

Acting CFTC Chairman Michael V.
Dunn said on Mar. 23 that the new rules
are a step in the right direction to make
ECMs more transparent and accountable
so participants and the general public
can be better protected.

“The final rules put in place the
framework in which we will exercise
our new authority to police these im-
portant contracts,” Dunn indicated. He
said the new rules incorporate several
changes:

* They revise information submis-
sion requirements for ECMs.

* They establish procedures and stan-
dards by which CFTC determines that
an ECM contract performs a significant
price discovery function.

* They provide guidance with re-
spect to complying with nine statutory
core principals for ECMs with signifi-
cant price discovery contracts.

* They amend existing regulations
applicable to registered entities in order
to clarify that such regulations now
apply to ECMs with significant price
discovery contracts.

CFTC said several commenters, in
responses to the commission’s notice
of proposed rulemaking, expressed
concern about proposed acceptable
practices for position limits or account-
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WartcHING GOVERNMENT

Nick Snow, Washington Editor

Rep. Rob Bishop (R-Utah)
U was ready to give Ken Salazar
the benefit of the doubt. Then, during
the US Interior secretary’s first few
weeks in office, he canceled several
leases from a December onshore sale
in Utah, delayed preparation of a new
S-year Outer Continental Shelf leas-
ing plan, and withdrew an oil shale
proposal solicitation.

The lease cancellations par-
ticularly disturbed Bishop, who is a
senior member of the House Natural
Resources Committee, because they
deprived Utah of $300 million in
federal royalties. “He didn'’t just take
away leases. He affected people’s
lives; he took away jobs,” Bishop told
me on Mar. 20.

Bishop said Salazar’s actions were
part of a troubling trend. “There was
a lack of engagement early on, and
many people thought that the Obama
administration would take a mod-
erate approach. With the stimulus
package, the proposed budget, and
Secretary Salazar’s actions, it’s obvi-
ous they plan to take the government
further left,” he said.

Bishop, who chairs the House’s
Western Caucus, said he and other
members are trying to develop
alternatives to the administration’s
proposals. He found the new oil and
gas taxes and fees “deeply troubling”
and suggested that using royalties
from increased production on federal
lands for an alternative technologies
development trust fund would be “an
orderly, logical process.”

Democrats, too

But he also said that any pro-
posed compromises will need to be
bipartisan and to have Democrats’

Blog at www.ogjonline.com

support. Western Caucus Republicans
are working with oil-state Democrats
such as Gene Green of Texas and Dan
Boren of Oklahoma to educate fed-
eral lawmakers and their staffs about
modern oil and gas production, he
explained.

“It will take a lot of outreach and
education, more than simply stand-
ing up and screaming, to get more
people to understand what’s going
on,” Bishop said.

The problem isn’t limited to
members elected to their first terms
in 2006 and 2008, he continued. “A
lot of old members from urban dis-
tricts don’t have a clue about what’s
going on. We want to take people
from the urban East and show them
the relatively minor impact an oil and
gas field has in comparison to a solar
or wind farm,” he said.

Still talking

Bishop said he’s encouraged that
the bipartisan spirit that brought
many House Democrats and Repub-
licans together last summer to work
on Reps. John E. Peterson (R-Pa.)
and Neil Abercrombie’s (D-Ha.) OCS
proposal has extended into 2009.
“People on the floor are still talking
about doing something in a biparti-
san way. The Obama administration is
the new player, and it isn’t interested
yet,” he told me.

“The energy issue hasn’t gone
away. We still have abundant resources
that are locked away. A unique situa-
tion forced prices down toward the
end of last year, but that won'’t last.
We in the Western Caucus want to be
ready with viable alternatives when
they are needed,” Bishop said. 4
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ability relating to uncleared trades. The

said, and it chose not to make this core

comments raised complex issues, which principle final until these issues could

warrant further consideration, CFTC

be examined fully. The commission said

it expects to complete a review and
issue a separate rulemaking in the next
several months. 4

NPRA: Speakers differ on ethanol ‘blend wall’ issues

Bob Tippee
Editor

Meeting specifications for renewable
fuels in the US requires rapid growth
in the use of 85-15 ethanol-gasoline
blends (E85) and, if the ethanol indus-
try has its way, relaxation of the current
10% cap on gasoline for uses other than
in flexible-fuel vehicles (FFVs).

Both options raise problems, in-
cluding the possibility that raising the
blending cap threatens equipment and
safety, speakers said at the National
Petrochemical & Refiners Association’s
annual meeting in San Antonio.

Sagging gasoline consumption and
annual increases in the mandate for
renewable fuels combine to make im-
minent a phenomenon known as the
“blend wall.”

That’s when the market for gasoline
other than E85 has absorbed all the
ethanol it can at the 10 vol % blending
level.

The blend wall

The blend wall might arrive as early
as 2011-12, according to Geoff Cooper
of the Renewable Fuels Association, an
ethanol advocacy group.

Compliance with renewable fuel
standards after that will require rapid
expansion of E85 or, failing that, ap-
proval of “midlevel” ethanol blends.

At present, FFVs, which safely can
use E85, represent 3% of the US light-
duty vehicle fleet. And E85 is available
in only 1.5% of US retail outlets.

Problems with expanding the E85
market, Cooper said, include ethanol’s
mileage penalty relative to gasoline,
infrastructure costs, unsettled specifica-
tions and standards, and a mismatch
between where most FFVs are sold
(California and Florida) and where E85
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is most available (the Midwest farm
belt).

After pointing out that the country
now has about 2,000 E85 outlets and 7
million FFVs, Cooper cited US Depart-
ment of Energy estimates that the US
needs 60,000 E85 retail outlets and
90-110 million FFVs to achieve renew-
able fuel objectives.

Noting that US automakers have
committed to raising their production
of FFVs to half their new vehicle fleets
within a few years, he said relaxation of
the 10% cap still may be needed.

Without congressional action, that
might happen in one of two ways: a
finding by the Environmental Protection
Agency that 11-12% ethanol blends
resulted in no substantial degradation
in fuel environmental performance or a
Clean Air Act fuel waiver, also from FPA,
raising the cap.

A group of ethanol producers called
Growth Energy on Mar. 5 applied for
a waiver for ethanol blends as high as
15%.

Cooper said test data exist show-
ing that elevated ethanol can be used
in concentrations above 10% without
causing damage.

Different views

But speakers from the automobile
and small-engine industries expressed
sharply different views.

Coleman Jones, biofuels implemen-
tation manager at General Motors, said
that long-term effects were not assessed
when tests on ethanol blends above
10% showed no harm.

Tests conducted in Australia and by
the US Department of Energy on el-
evated ethanol blends “are not encour-
aging,” he said.

Midlevel blends of ethanol will not
solve the near-term blend wall problem
but might be important in the longer
term, Jones argued. They won’t bring
enough ethanol into the market to
meet the mandates when the material is
needed, and they create “real dangers to
existing hardware.”

He said a group involving eight
automakers and six oil companies pro-
poses tests that will account for “dura-
bility” and not be “just a snap shot” of
ethanol’s effects and said the govern-
ment should not mandate midlevel
blends until results are available.

After listing engine parameters
possibly at risk from increased ethanol
blends, including items such as emis-
sions performance and engine durabili-
ty, he said, “Some people might suggest
that the waiver is a bit premature.”

Kris Kiser, executive vice-president of
the Outdoor Power Equipment Institute,
said 200-300 million pieces of equip-
ment with small engines are in use in
the US.

“Anything that’s above 10% [etha-
nol] is a real challenge for the equip-
ment,” he said.

DOE tests of midlevel blends show
elevation of exhaust gas temperature,
risks to operators from unintentional
clutch engagement, damage to engines,
and operational problems.

He said the consumer product
companies his group represents worry
about safety, economic losses, warranty
protection issues, and lawsuit exposure
from a higher ethanol blend cap.

“Once an engine is damaged by
ethanol, it'’s damaged,” Kiser said.

Referring to “legacy products”
not made to accommodate ethanol in
concentrations exceeding 10%, he said,
“Real lawyers are going to be on us
once these things start dying.” 4
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NPRA: Economy shaping climate politics

Bob Tippee
Editor

Economic pain will shape how the
US addresses climate change—if not the
question whether it responds at all.

Advocates of both approaches spoke
at the opening session of the National
Petrochemical & Refiners Association
annual meeting in San Antonio.

John Hofmeister, founder and chief
executive of Citizens for Affordable En-
ergy and former president of Shell Oil
Co., supported a cap-and-trade system
for regulating emissions of greenhouse
gases but called schemes under discus-
sion in the US “unworkable.”

Christopher Horner, senior fellow of
the Competitive Enterprise Institute, ap-
peared with Hofmeister in a panel ses-
sion and urged oil companies to resist
the cap-and-trade approach as well as a
carbon tax.

Earlier, NPRA Pres. Charles Drevna
decried US political pressure for a
“wholesale transition” in energy use in
service to what he called the unfeasible
goal of energy independence.

Climate politics

Hofmeister said lowering green-
house gas emissions with a regula-
tory cap with provision for trading of
emission allowances should be part
of a broader global assault on gaseous
wastes of all kinds.

But a cap-and-trade system should
start with emission credits and intro-
duce a cap only after methods for low-
ering emissions have matured, he said.

A system that starts with an auction
of credits, such as those with most sup-
port in Congress and the administra-
tion, will collapse. “The economy can't
afford it,” Hofmeister said.

Asserting that he doesn’t subscribe to
any particular global warming theory,
the former Shell Oil chief said action
of some sort is inevitable. In Europe
and on university campuses in the US,
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he said, “It is a given that carbon is dan-
gerous.... There’s such a consensus out
there that we're going to have to deal
with it in some way.”

Hofmeister said he fears an eco-
nomically damaging response to climate
change would derail global efforts
to manage all gaseous waste as many
countries have successfully controlled
solid and liquid wastes.

And he criticized the polarized poli-
tics of climate change, which he called
“the most dysfunctional discussion I've
experienced in my career.”

Horner urged industry to resist cap-
and-trade as well as carbon taxation as
responses to climate change.

He noted satellite temperature data
that indicate global cooling over the
past decade and data histories showing
that indicated increases in temperatures
that preceded increases in concentra-
tions of carbon dioxide in the atmo-
sphere.

Observations like those discredit the
computer models that underlie political
calls for urgent cuts in CO, emissions—
costly actions that Horner said can’t
affect temperature.

He said the politics of climate
change fits a political pattern in which
“we have demonized everything, in-
cluding the things that bring us wealth,
health, and survival.”

And he opposed the view that action
on climate change is inevitable.

“As the cooling continues, it’s go-
ing to be harder to pass the largest
tax in American history,” Horner said,
referring to the climate program in the
federal budget proposed by President
Barack Obama.

Political climate

In observations about the US po-
litical climate in general, Drevna said
Congress and the Obama administration
should “look beyond short-term po-

litical comfort to long-term economic
health.”

He said the priority should be
energy security rather than energy
independence and argued that security
comes from a variety of energy sources,
including oil and gas.

“The demise of the hydrocarbon
molecule has been greatly exaggerated,”
Drevna said.

Asked at a press conference about
NPRA's opposition to a cap higher than
the current 10% on ethanol blended
in most gasoline, Drevna said that if
the ethanol industry, which wants the
change, assumes liability for effects on
vehicle engines, “then we’ll back oft.”

He called the legislative mandate for
renewable vehicle fuels of 36 billion
gal/year by 2022 “unfeasible,” whether
or not gasoline consumption resumes
growth.

With a growing mandate already
straining the fuel market’s ability to
absorb ethanol while requiring new
amounts of ethanol from sources
other than grain, refiners face the need
to “chase credits for something that
doesn’t exist,” Drevna said. “They might
as well write checks to the Treasury.”

But he said lawmakers, including
some from farm states, are beginning to
question the ethanol mandate.

“Tust because the ethanol industry
wants something doesn’t mean they can
get it all the time,” he said. 4
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US to see more LNG, despite downturn

Warren R.True
Chief Technology Editor-LNG/Gas Processing

More shipments of LNG will come
to the US this year, whether the market
needs them or not.

As much as 90 million tonnes/year
of new LNG supply will flow towards
global markets this year and next. With
current LNG markets in a balance never
before seen in world trade, the addi-
tional volumes must move somewhere.
That somewhere is the market of last
resort: the US. That market is already
adequately supplied, thanks to the re-
cent surge in shale gas production.

These were some of the major trends
announced last month at Platts’ 8th An-
nual LNG conference in Houston.

US surge

For some time now, industry analysts
have predicted that excess cargoes of
LNG will find a home in the US, a
default location in an increasingly bal-
anced global trade. As prices fall in Asia
and Europe, the argument goes, the
plethora of storage and the thoroughly
liquid market in North America will
attract shipments unable to fix destina-
tions in the other two markets.

Waterborne Energy’s Steve Johnson
told the conference an average about 3
befd would arrive this year. Last year
saw a sharp decline from the record
volumes that arrived in 2007. While
predicting growth in LNG shipments in
the US for this year and next, Johnson
did not explain why this would hap-
pen, given that natural gas demand,
especially industrial and commercial,
has dropped off the table. US markets
are adequately supplied by domestic
production and Canadian imports,
complemented by what little LNG is
coming here to satisfy existing long-
term contracts.

Industry truths, supply delays
David Wells, vice-president for global

Oil & Gas Journal / Apr. 6, 2009

LNG supply at Shell Gas & Power Inter-
national BV, said there are three “truths”
in the current market.

The first is that long-term demand
is rising; the second, that security of
supply is threatened by the passing of
the “easy plays,” resource nationalism,
and the rise of unconventional resource
developments such as shales in North
America and coalbed methane in Aus-
tralia; and the third, that global environ-
mental concerns have put hydrocarbon
developments under pressure.

By 2050, said Wells, energy use must

COMPANY NEWS

be “twice as efficient” as in 2008.To get
there, carbon dioxide regulation “must
be efficient and global.”

Wood Mackenzie’s Gavin Law, head
of the firm’s gas and power consult-
ing, noted the imminent arrival of
new LNG supplies on the global mar-
ket but cautioned that delays to those
projects may still retard the wave. He
also said the global economic crisis
was just now hitting major supplier
countries.

In general, Law sees a slow ramp
up to full production for new LNG
supply and said that LNG demand is
being curtailed, especially in the US, by
development of unconventional natural
gas sources. 4

Suncor, Petro-Canada merge
in $19.3 hillion (Can.) deal

Suncor Energy Inc. and Petro-Can-
ada, both of Calgary, have agreed to
merge the two companies ina $§19.3
billion (Can.) transaction. The resulting
company, Suncor, will have 7.5 billion
boe of proved and probable reserves
with existing production of 680,000
boe/d.

In other recent company news:

* Korea National Oil Corp. and
Colombia’s state-run Ecopetrol acquired
Offshore International Group, Houston,
whose main asset is Petro-Tech Peruana
SA, for $900 million. KNOC and Eco-
petrol split the purchase price equally.

* The third stage of the coalseam
methane (CSM) alliance between Shell
Exploration Co. BV and Arrow Energy
Ltd., Brisbane, has been completed.

Suncor, Petro-Canada merger
Suncor will become the largest
holder of oil sands properties for both
mined and in-situ resource recovery. It
also will hold assets in every major oil

development project on Canada’s East
Coast. International holdings involve
oil and natural gas production from
the North Sea, North Africa, and Latin
America.

The combined company will have re-
fining capacity of 433,000 b/d, Suncor
said.

Completion of the proposed merger
depends upon approval by Suncor and
Petro-Canada shareholders, as well as
regulatory approvals from the Canada
government. Suncor and Petro-Canada
anticipate closing the transaction during
the third quarter.

Suncor Pres. Rick George will con-
tinue as president for the combined
company. Upon completion of the
proposed transaction, Suncor’s existing
shareholders will own 60% and Petro-
Canada shareholders will own 40% of
the merged company.

Terms call for Petro-Canada common
stockholders to receive 1.28 common
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PERSONNEL MOVES AND PROMOTIONS

Chevron makes executive changes

Chevron Corp. has promoted John
S. Watson to vice-chairman. Currently
serving as executive vice-president,
strategy and development, Watson
succeeds Peter J. Robertson, who is
retiring from the company after more
than 35 years.

The company also named current
vice-president and general counsel
Charles A. James as executive vice-
president. These executive changes
became effective Apr. 1.

Watson joined the company in 1980
as a financial analyst. He assumed
his current position in 2008. As vice-
chairman, Watson will add corporate
compliance and policy, government,
and public affairs to his broad portfo-
lio of responsibilities.

Robertson joined Chevron in 1973.
He was named president of Chevron
USA Production Co. in 1997. In 2000,
Robertson became president of Chev-
ron Overseas Petroleum Inc. He has

shares of the merged company for each
common share of Petro-Canada they
own. Each Suncor common stockholder
will receive one common share of the
merged company for each common
share of Suncor they own.

Ron Brenneman, Petro-Canada
president and chief executive officer,
will assume the role of executive vice-
chairman in the merged company.

The two companies estimate the
resulting company can cut existing op-
erating expenditures by $300 million/
year through efficiencies in overlapping
operations, streamlining business prac-
tices, and improved logistics.

The companies also expect to achieve
capital efficiencies of $1 billion/year
through elimination of redundant
spending and targeting capital budgets

38

served as vice-chairman since 2002.

James will oversee the company’s
legal, corporate governance, human
resources, and security organizations.
James joined Chevron in 2002 after
serving as assistant attorney general in
charge of the antitrust division at the
US Department of Justice.

Other moves

Devon Energy Corp. has appointed
David A. Hager executive vice-presi-
dent, exploration and production.

Hager currently serves as a member
of Devon’s board and will resign im-
mediately. Hager joined Devon’s board
in 2007 and has served as chairman of
the reserves committee.

He has served as chief operating
officer of Ker-McGee Corp. prior to its
merger with Anadarko Petroleum Corp.
in 2006. Hagar has more than 25 years
of oil and gas exploration and produc-
tion experience, including an extensive

to high-return, near-term projects.

The merged company’s board is
expected to comprise 12 directors,
including eight members from Suncor’s
current board and four members from
Petro-Canada’s current board. John
Ferguson, Suncor Energy chairman,
will serve as chairman of the merged
company.

The boards of both companies ap-
proved the proposed merger.

KNOC, Ecopetrol deal

KNOC and Ecopetrol set a goal to
more than double production within
3 years. Current production is 12,000
b/d.

Petro-Tech Peruana began operating
in January 1994 on Block Z2B along
Peru’s northern coast. Its proved and
probable reserves are estimated at more
than 100 million bbl. The company

background in planning and executing
deepwater exploration and develop-
ment projects.

Total Petrochemicals USA Inc. has
appointed Geoffroy Petit chief execu-
tive officer and vice-president of base
chemicals.

Petit also will serve as the country
representative for all 16 Total affiliates
operating in the US.

Petit joined the company in 1984. He
previously was responsible for global
strategy and services forTotal Petro-
chemicals in Brussels.

Toreador Resources Corp. has
named Craig McKenzie president and
chief executive officer. McKenzie has
served as the interim president and
chief executive officer of Toreador since
Jan. 23.

He has more than 23 years of
experience in the oil and gas industry.
Before joining Toreador, McKenzie was
chief executive officer and director of
Canadian Superior Energy Inc. He also
served as president of the BG Trinidad
& Tobago unit of BG Group PLC.

holds one producing and 10 explora-
tion blocks in Peru.

Shell, Arrow alliance

Arrow and Shell pledged to develop
Arrow’s estimated 70 tcf of gross CSM
resources on its permits in Queensland
through an LNG project at Gladstone on
the central east Queensland coast.

Shell will provide world-class exper-
tise in LNG technology, plant design,
construction, and marketing. Arrow
received the last of the up-front pay-
ments of $155 million, which brings
the company’s total amount received to
date to $454 million.

Arrow seeks to accelerate its LNG
exports, which would create hundreds
of jobs and position the company as
a dominant player in the global CSM
market. 4
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A number of external factors have
come together to provide many op-
portunities for growth for the fledgling
hydrocarbon industry in Paraguay. These
include higher gas prices regionally
coupled with increasing demand, par-
ticularly in Argentina, Brazil, and Chile,
all of which plan to import liquefied
natural gas at world prices and at great
capital cost.

Paraguay consumes the equivalent of
30,000 b/d of oil as refined products
such as gasoil, gasoline, lubricants, and
aviation fuel, all of which are imported.

It is hoped that with proposed drill-
ing by CDS Oil & Gas Group PLC in
2009 there will be success in finding
oil in commercial quantities that can
be produced for refining at the gov-
ernment owned 7,500 b/d Petropar

Lack of production

Many have wondered why Paraguay
has no oil or gas production.

They reason that the country should
be productive because hydrocarbons
have been produced for more than 75
years in Bolivia just to the west and for
more than 25 years at Palmar Largo in
Argentina a few kilometers south of
Paraguay.

Nonproducing Paraguay’s potentic
conventional and unconventional

A combination of technical and
financial factors in Paraguay influenced

refinery at Villa Elisa near Asuncion. This the oil companies that conducted the James Wade
would reduce refined product imports  exploration in years past not to contin- Quincy Oil & Gas Corp.
and conserve hard currency. ue their efforts. Some of them were: Asuncion
If exploratory drilling for natural gas 1. They did not satisfy the param-
by any of the active exploration com- eters of the geologic model of the large
panies proved up commercial volumes, producing wells that they were pursu-
it might be possible to develop the gas  ing.
fields, provide gas for domestic use, and 2. They lacked the computer tech-
build the pipelines needed to export gas nology to interpret their exploration
to nearby markets. results, as can be done today.
3. They had other interests to pursue
PARAGUAY NEAR-TERM WORK PROGRAMS Table 1
Company Properties/projects Comments
Quincy Oil & Gas Corp. 2 prospecting blocks covering Aeromag, geochem, and
an aggregate of 1,107000 stratigraphic drilling planned
ha. Independent prospective for 2009.
resource estimate of 112 bcf
of conventional gas and 1.2 tcf
unconventional gas.
CDS Oil & Gas Group PLC 2 concession laws and 1 Announced plans to drill in
prospecting permit covering 2009.
an aggregate of 1,547990 ha.
Published prospective recover-
able resource of 6.4 million bbl
and 142 bcf.
Aurora Petroleos SA and Boreal | Concession laws on 5 separate | 2009 program not confirmed.
Petroleos SA, both co-owned blocks totaling 1.6 million ha.
by Artemis Petroleum PLC and | Published prospective resource
Pantera Petroleum Inc of 129 million bbl
Crescent Global Oil SA and Pir | 2 exploration and production Plan an aggregate of 2,800 km
ity Hydrocarburos SRL owned permits and 1 prospecting of 2D and 3D seismic in 2009
by Crescent Global Oil LLC and | permit for an aggregate of 2.33 | and drilling in 2010.
Petro Victory LLC million ha.
Amerisur Resources PLC 2 exploration and production Planning geochemical survey
permits covering 1.6 million ha. | and seeking farmout partici-
Estimated unrisked prospective | pants.
resource of 708 million boe on
the San Pedro Block and 248
million boe on the Curupayty
Block.
Oil & Gas Journal / Apr. 6, 2009 39
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in the Gulf of Mexico, Alaska North
Slope, and the North Sea.

4. During 1971-73, when Pennzoil
drilled 16 wells, the price of oil was
$2-3/bbl, rendering questionable eco-
nomics, and no local market existed for
gas, which traded at 15-25¢/Mcf.

5. Infrastructure was limited in the
Chaco basin.

40

6. Paraguayan politics were not
encouraging for investment by foreign
corporations.

Exploration history

The first exploration well drilled for
oil in Paraguay was in 1947 and the lat-
estin 2005.

In the intervening 58 years only 48

wells were drilled by several interna-
tional oil companies and two private
Paraguayan companies (Fig. 1). Dur-
ing 1947-2008 the various companies
acquired 21,434 line-km of 2D seismic
data.

The Chaco basin is a large sedimen-
tary basin located mainly in northwest-
ern Paraguay and southeastern Bolivia.
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—_— 2009 Offshore Technology Conference
4-7 May :: Reliant Park :: Houston, Texas

The Offshore Technology Conference is the world’s foremost event for the
development of offshore resources in the fields of drilling, exploration,
production, and environmental protection.

Register now

www.otcnet.org/2009
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WHERE EXPLORERS ARE SEEKING OIL IN PARAGUAY

Exploration model

Fig. 3
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The incremental addition in Bo-
livia of more than 50 tcf of gas in
1999-2003 was partly the result of
government incentives and privatization
that are no longer in effect. The large
gas reserve additions were mostly in the
Carboniferous Escarpment, Tarija, and
Tupambi intervals, and also the Devo-
nian Huamampampa formation.

New technology also resulted in first
production for Silurian and Cretaceous
oil pools, mostly northeast of Santa
Cruz, Bolivia. The source beds for these
new reserves are the Silurian Kirusillas
formation, the Devonian Los Monos
and Icla formations, and a very minor
Cretaceous oil source bed, the same
source beds as are present in the Chaco
basin of northwestern Paraguay.

Along the southwest boundary of
northwestern Paraguay, Cretaceous oil
production of 50 million bbl from 10
fields is sourced by an organic-rich
shale, formed in Cretaceous lakes, in the
Salta rift. Half the reserves are in one
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field, which supplied a portion of the
crude oil for the refinery in Asuncion
for many years.

A seismic line and an exploration
model indicate the potential for shallow
Carboniferous oil and deeper Devonian
unconventional gas in northwestern
Paraguay (Fig. 3).

Explorers are looking for Carbonif-
erous oil in structural traps above the
hydrocarbon source beds in Devonian
and Silurian shales, which also contain
unconventional gas accumulations.
The diagram demonstrates extensional
faulting in Paraguay, updip of the
world-scale producing gas province in
the Tarija basin foothills in southern
Bolivia.

The concession blocks in Paraguay
target reservoirs that are the same age
as and at much shallower depths than
those in Bolivia. As a result, Carbonifer-
ous rocks in Paraguay are oil-bearing.
Devonian and Silurian rocks are mostly
gas-bearing.

Above 2,000 m, oil is being gener-

ated in the Devonian today, as proved by
geochemical data in wells. Below that
depth, chemical reactions in the gas-
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com) is a cofounder in 2008
and CEO of Quincy Oil &
Gas Corp., a private Cana-
dian oil and gas exploration
company with properties in
the Paraguayan Chaco basin.
He was a cofounder in 2002
of and is no longer associated
with CDS Oil & Gas Group PLC, which has spent
more than $30 million exploring the Paraguayan
Chaco. He was a cofounder and chairman of the
former Devran Petroleum Ltd., London, Ont.,
which achieved technical success in gravity assisted
horizontal drainage of depleted oil reservoirs from
an underground installation. He has more than 42
years in resource management and development and
has worked on mining and oil and gas projects in
Canada, China, Kazakhstan, Mongolia, Paraguay,
Peru, Russia, and the US. He has a certificate of
mining technology from Haileybury School of
Mines and a BSc in mining engineering from
Michigan Technological University.

Oil & Gas Journal / Apr. 6, 2009

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=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13907&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13907&adid=logo

OIL&KGAS
JOURNAL

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

generating window have changed previ-
ously generated oil to natural gas and
continue to make natural gas from the
available organic material in the rocks.

Outlook

The area-wide recovery potential for
the Paraguayan Chaco basin, located east
of the current production in Bolivia,
was estimated in 2002 for the govern-
ment of Paraguay by Earth View Associ-
ates, Houston, at more than 4 billion
bbl of oil equivalent.

The US Geological Survey also re-
leased its own assessment in 1998.

Several factors render the Paraguayan
Chaco basin attractive for hydrocarbon
exploration and development. These
include larger and growing markets
for hydrocarbon products both do-
mestic and for export to the neighbor-
ing countries of Argentina, Brazil, and
Chile, significantly increased oil and gas
prices since the early 1970s, improved
infrastructure, and a positive political

climate. Another big factor is decades of
exploration success and production on
the Bolivian side of the basin, which is
regionally downdip of the Paraguayan
Chaco basin.

Paraguay also has a favorable hydro-
carbon law, 779/95, wherein conces-
sions are granted and guaranteed by
Congress. The production royalties and
tax laws for investors offer benefits con-
ducive to the high risk nature of oil and
gas exploration and development.

New production techniques in the
US Permian basin, the Montney produc-
ing area in Alberta and British Colum-

bia, and especially the San Juan basin of
northwestern New Mexico, prove that
formations with unconventional reser-
voir properties can be commercial.

The biggest change is the large-scale
production of unconventional gas in
the US. By some government estimates,
40% of the production in the US is now
from unconventional fields. In the past
decade, new production techniques
have extended commerciality to even
more gas accumulations. The largest
hydrocarbon resources in northwestern
Paraguay are in unconventional Devo-
nian and Silurian intervals. 4

Chile

GeoPark Holdings Ltd., Hamilton,
Bermuda, gauged a gas-condensate
development well on its 100%-held Fell

Block in Chile, where it has identified
more drilling locations in the updip
area of Monte Aymond field.

The company’s 2009 plans also call
for the first drilling on the Tranquilo
and Otway blocks in the Magallanes
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basin (see map, OG]J, Dec. 24, 2007, p.
36).

The Monte Aymond-33 well tested
at 3.12 MMcfd of gas, 22.6 b/d of
condensate, and 33.9 b/d of water with
654 psi wellhead pressure on a 12-mm
choke from the Cretaceous Springhill
formation.TD is 2,391 m. The well is to
go on line in April.

Colombia

Petro Vista Energy Corp., San Cle-
mente, Calif., acquired 100% interest
in the VMM-13 block in Colombia’s
Middle Magdalena basin.

Seismic and geological studies are to
start in the first quarter of 2010 on the
118,816-acre block.

Meanwhile, Petro Vista signed two
farmouts on its Morichito block in the
Llanos basin. While remaining operator
with 35% interest, the company will be
reimbursed for past expenses and car-
ried on three wells.

Drilling is to start in several weeks
and will target the Carbonera C7 and
Mirador formations at 3D seismic loca-
tions updip from the previously drilled
Morichito-2 well, being abandoned
as noncommercial. All permits are in
hand, and road and pad construction is
under way.

India

Hardy Oil & Gas PLC proposed to
revise the appraisal program for its
Ganesha nonassociated gas discovery in
the CY-OS/2 block off Pondicherry in
the northern Cauvery basin off south-
eastern India.

Hardy, operator with 75% interest,
would reduce the program to one firm
and one contingent well from three
firm and two contingent wells. Gas
Authority of India Ltd. has 25%.

The companies are working with the
Ministry of Petroleum & Natural Gas to
extend the exploration license to 2012
to establish commerciality.
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Ireland

Serica Energy PLC expects to secure a
rig shortly to drill the Bandon explora-
tion prospect in PEL 01/06 in the Slyne
basin off Ireland’s west coast.

Drilling on the large gas prospect is
to start in May 2009.

Serica is operator with 50% interest,
and its costs will be largely carried by
RWE-Dea, which is taking a farmout to
earn the other 50%.

Bandon is a gas prospect in Triassic
Sherwood sandstone 45 km south-
west of undeveloped Corrib gas field.
Corrib, discovered in 1996, is 85 km
off northwest Ireland with 800 bcf of
recoverable gas in Sherwood at 3,000 m
subsea.

Italy

AleAnna Resources LLC of Texas was
awarded the Ponte del Diavolo explora-
tion permit in northern Italy’s Po basin
just west of its Corte dei Signori permit,
where it just finished shooting 80 sq
miles of 3D seismic.

Seismic identified several structures
worth drilling, said Saxon Oil Co. Ltd.,
Dallas, which owns 20% membership
interest in AleAnna. Drilling could start
in late 2009.

AleAnna has applied for nine other
exploration permits in Italy that are in
various stages of government consider-
ation.

Nigeria

Consulting engineers estimated at
least 52 million bbl and perhaps as
much as 106 million bbl of oil is recov-
erable from Ebok field on OML 67 off
southeastern Nigeria.

Operator Afren PLC said Ebok-4,
fourth well in the field discovered in
1968, drillstem tested at 1,450 b/d
of 20-25° gravity oil and cut 284
ft of high-quality reservoir sands at
2,560-3,718 ft.

Afren and Nigerian partner Oriental
Energy Resources Ltd. are studying an
early production system that could de-

ON ==/ =\

liver 15,000-25,000 b/d in early 2010
from five or more horizontal wells and
one water injection well (OGJ Online,
Feb. 5, 2009). A second phase with
eight more wells might boost output to
35,000-50,000 b/d.

UK

Venture North Sea Gas Ltd. said logs
at the 43/21b-5z Carna well in the
UK North Sea indicate a gas column of
more than 1,490 ft true vertical depth
and 127 vertical ft of net pay.

The well, sidetracked to test a Car-
boniferous fault block, stabilized at 9
MMcfd of gas on a *%.-in. choke from
the target formation. No formation wa-
ter was produced. Total depth is 11,500
ft measured depth.

The well is suspended pending
further sidetrack to become a future
production well. A field development
decision is to be made after full evalua-
tion of the data.

Carna prospect interests are Ven-
ture 56%, Ithaca Energy Inc., Calgary,
29.9%, and Dyas UK Ltd. 10.1%. Inter-
ests in the greater Carna area are Venture
40%, Ithaca 44.85%, and Dyas 15.15%.

Alberta

Stealth Ventures Ltd., Calgary, moved
its Cretaceous Colorado shale biogenic
gas project at Wildmere, eastern Alberta,
to a development play from an explora-
tion play in 2008.

The company reduced capital spend-
ing 20% to $300,000/well to drill,
complete, and tie in. The shales lie at
500 m or less in the area 120 miles
east-southeast of Edmonton (OG]J, Mar.
17,2008, p. 40).

Net December 2008 gas sales were
about 3.1 MMcfd. Stealth drilled 81
wells in 2008.

The company has more than 400
development locations ready to drill
and will resume drilling in the second
half of 2009 to avoid spring breakup
and limited access due to agricultural
activity.
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Four keys provide a
way for understanding, m
modeling, and predict- Ay ‘-';\
ing shear stimulation and [l{Ay} .‘- ()
its benefits in naturally ‘ 4
fractured reservoirs. D

The first part of this
two-part series (OG],
Mar. 23, 2009, p. 37) discussed the
complex geometries formed and the
first key, while the concluding part will
cover the remaining three keys.

Production

Second key

The second key relates to under-
standing the flow dominated by natural
or induced fractures. Warpinski did the
pioneering work on this topic and Ref-
erence | contains summary statements
in regard to the pressure distribution
away from a central fracture plane, as
follows:

* “For gas reservoirs, the leak
off into the matrix is very small and
seldom exceeds a few tens of feet. In
these reservoirs, leak off into the natural
fractures is the important issue, as it can
result in fracturing fluid moving an or-
der of magnitude greater distance from
the fracture.”

e “For a porous medium, the poros-
ity and permeability are that of the
matrix. For natural fractures, the perme-
ability and porosity are those of the
natural fractures and the matrix effect is
ignored.”

This distinction between fracture-
dominated flow and matrix-dominated
flow is critical. For example, the pres-
sure transient that spreads through the
reservoir during a fracture treatment is
the usual cause of any shear failure."
For fracture-dominated flow, the pres-
sure transient can spread much faster
and farther than via a matrix without
fractures.

The natural fractures are preferred
conduits for pressure transient dur-
ing a fracture treatment (Fig. 1). Even
though fracture porosity is normally
<0.5%, permeability can be high:
0.1-1,000 md.? The higher value of
fracture permeability and lower value
of fracture porosity imply that even
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tight gas reservoirs can have very high
diffusivity, and this determines the rate
of pore pressure diffusion through the
reservoir.

If the treatment creates a hydraulic
fracture with cross-linked gel, the cloud
of microseismic bursts is much smaller
than when the job uses slick water. The
difference is that with cross-linked gel
formation of an impermeable filter cake
follows the spurt loss at natural
fractures. The filter cake prevents Ad d I tl 0 n a I keys IVB
little or no filter cake forms. Water g
or gas inside natural fractures

pressure transmission along the
natural fractures, thereby inhibit-

transmits pressure and may cause shear
failure.

HYDRAULIC
FRACTURING—
Conclusion

ing shear failure.
With slick water, however, very

Note that during injection, the Ian Palmer
fracture permeability is not only virgin HilggS—Pﬂlmer Technologies LLC
Tulsa

fracture permeability but also could
include ballooning of fractures plus any
permeability enhancement due to shear
or tensile failure. This is the lumped
model that we use.

Our concept is that there is a strike-
slip synergism between pore-pressure
diffusion and shear failure. That is, at
the start, the pressure transient spreads
along a natural fracture and at some
point becomes high enough to induce
shear failure. When that happens, the
permeability over some fracture length
increases through dilatancy (Fig. 2),*

John Cameron
Zissis Moschovidis
PCM Technology Inc.
Tulsa

Jorge Ponce
BPAmerica
Houston

PRESSURE TRANSIENT Fig. 1

Virgin reservoir

~—|
High Low
diffusivity -) diffusivity Tom
>
11T mm
Main fracture face
Note: Natural fractures are the preferred conduits for pressure transient during hydraulic fracturing.
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A

COAL SHEAR-BOX TESTS

Fig. 2
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Note: Permeability increases from shearbox tests on coal, as a function of initial permeability.

Source: Reference 4

PRESSURE-DEPENDENT LEAK OFF

N

Sy

Preexisting fissures

Fig.3

Induced shear planes

Note: Central fracture plane, and offset fractures that contribute to pressure-dependent leak off. The offset fractures can be

preexisting fissures or shear-induced fractures.
Source: Reference 7

and this allows the pressure to spread
faster and further.

This can explain how shear failure
and microseismic bursts occur at unex-
pectedly large distances.

An alternative explanation, offered
by Barree,”® is that formation compres-
sion resulting from an inflated central
fracture induces shear failure. Bedding
planes that separate lithologies with
different mechanical properties will
exacerbate the shear failure.

Natural fractures also are preferred
conduits for leak off during a fracture
treatment. This implies that fracture
porosity determines initial depth of
leak-off invasion, not matrix porosity.

46

Third key

Barree and coworkers over many
years have explored in depth the next
key to shear stimulation, which is un-
derstanding pressure-dependent leak off
in natural and induced fractures.®’

The idea is that offset fractures can
open under pressure during a hydraulic
fracture treatment and contribute to the
leak off (Fig. 3). But more than this, as
pressure increases, the widths of the
offset fractures increase and the leak off
increases exponentially (Fig. 4).This can
have dire consequences, including frac
treatment screen out.

Q) /\

The signature of pressure-dependent
leak off (PDL) lies in a plot of GdP/dG
vs. G, where G is a function of dimen-
sionless time as defined by Nolte,® and
can be differentiated from other effects
such as fracture extension after shut-in,
fracture compliance, and fracture height
recession.®’

The PDL factor, C i’ in the exponen-
tial leak-off formulation of Fig. 4 must
closely relate to pressure-dependent
permeability (PDP) in natural fractures,
which one also usually models with
an exponential function of pressure
change.

If we assume they are of the same
order, this conceptually allows us to
input PDL to models for matching
microseismic burst patterns, which re-
quire an enhanced permeability during
injection. This connection, which other
modelers seem to have overlooked, is
why we regard PDL as a key to shear
stimulation.

To take this a step further, Fig. 5 il-
lustrates the large increases in leak off
with pressure that correspond to actual
ranges of C__inferred from field mea-
surements of PDL in tight sands.” Now
if we assume that permeability increases
are of the same order, it is clear that
permeability can increase enormously
with injection pressure, for example by
10-1,000 times.

This ties in well with enhanced
permeability measured in lab tests, as
illustrated in coals (Fig. 2).

A direct consequence of this is
that we can track increases in fracture
permeability (natural or induced) if we
know bottomhole pressure during a
fracture treatment. To illustrate, in one
case the offset fracture permeability
increased by about 100 times, based on
measured PDL, just before a screen out
(Fig. 6).'° We have inferred even larger
permeability increases in other cases.

The critical insight is that one should
input PDL to any modeling prediction
of shear stimulation. One can use a
measurement of PDL during prefracture
tests, such as diagnostic fracture injec-
tion tests (DFITs) or minifracs to obtain
aCy factor for input into the model.
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PRESSURE-DEPENDENT LEAK OFF IN NATURAL FRACTURES

Fig. 4
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Source: References 6 and 7

We have done this in one case in
which we matched microseismic burst
patterns, as follows:

One modeling approach assumes a
pressure-dependent permeability func-
tion (for natural or induced fractures)
and uses this as a variable parameter to
match both microseismic burst pattern
and well production.' '* Fig. 7 shows
one such function, where the pressure-
dependent permeability increase during
injection reaches about 60 times.

Another such function gives a per-
meability increase of 667 times for a
pressure increase of only 81 psi.'! Note,
this increase would include perme-
ability enhancement due to shearing

LEAK-OFF RANGE

G-function, time

plus other mechanisms such as balloon-
ing of fractures or tensile failure. This
lumped approach is also the approach
we have used in our modeling dis-
cussed in the following section.

In summary, the role of fracture-
dominated pressure-dependent leak off
in shear stimulation is as follows:

e It has the same order-of-magni-
tude as pressure-dependent permeabil-
ity (actual pressure-dependent perme-
ability can be up to 10 times larger).

* Permeability increases due to PDL
can be very large during fracture treat-
ments (exceeding 100 times) because
the mechanism is fracture-dominated
(natural or shear-induced fractures).

Q) /\

¢ It allows the pressure increase to
travel through the formation faster and
further. This is needed to match micro-
seismic data.'' '?

* On balance, there is a big differ-
ence between injection permeability
and production permeability (Fig. 7).
Pressure-dependent permeability is
generally smaller during production
and depletion in hard rock because of
cement in natural fractures."

* A lumped pressure-dependent
permeability during injection would
include permeability enhancement due
to shearing as well as ballooning of
fractures and tensile failure.

Fourth key

The fourth key involves matching
microseismic patterns because shear
failure directly causes microseismic
bursts. Again, it was Warpinski who
recognized this as a key and docu-
mented a detailed effort to model and
match observed microseismic burst
patterns.' '* There are two extremes
of modeling to match microseismic
observations:

1. Sophisticated finite element or
discrete element.'" ">

2. Analytic screening model.' 2 '*

Fig. 8 summarizes our in-house
screening model, FracFail, which is
similar to earlier approaches.' As pore
pressure diffuses away from the central
fracture plane throughout the reservoir,

it induces shear
failure out to some

Fig-5 distance, which

*Tight sands/shales: 10,000

Cdp =0.002-0.03/psi
(from Reference 9)
e Coals: Cqp, = 0.002-0.11/

psi (from Reference 9) 1,000 1

If Ks/Ko ~ Cp/Co

— permeability can
increase enormously
with injection pressure

100

Enhanced leak off (Cp/Co)

iy
o
1

Cdp = 0.03/psi

Cdp = 0.02/psi

Cgp =0.01/psi

Cdp = 0.002/psi

one can predict
from in situ
stresses and rock
strengths.

The spread of
the pore pressure
depends on the
fracture-dominat-
ed permeability
and porosity, as
explained earlier.
In an ideal case,

Note: Range of leak off increases with pressure that arises from actual field measurement of pressure-dependent leak off (via Cdp) in tight sands and coals.
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20 400 600 800

Pressure above fissure opening, psi

we would ex-
tract the fracture
permeability from
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pressure-dependent leak-off measure-
ments, and this leaves the fracture
porosity as a free parameter.

Although this is only a screening
model, it captures the keys to shear
stimulation, and the modeling results
appear to reflect the important phys-
ics. More sophisticated models require
more input parameters and usually take
a long time to run (many hours). Our
model, after initial set up, runs in less
than 1 min.

It can match quickly a pattern of
microseismic data and do sensitiv-
ity studies that reveal what inputs are
most important and, therefore, need
careful measurement. We envision that
the model will be used for designing a
shear stimulation in a real well because
it can run different scenarios quickly.

To illustrate some differences be-
tween the screening and sophisticated
models, the more sophisticated model
of Reference 16 includes both shear
and tensile failure, injection above or
below parting pressure, and prediction
of permeability enhancement from first
principles. Nevertheless, permeability
increases with normalized injection
pressure are of the same order as found
with our screening model.’

Finally, we matched two microseis-
mic burst patterns in separate fields,'°
and the results are captured in Fig.
9.The permeability enhancements
obtained from the matching vary from
30 times to 135 times.
They appear consistent with
higher pressure-dependent
leak-off values from the
general range in tight gas
plays’ odep =0.002-0.03/
psi that appear as straight
lines. Note: We assume in
Fig. 9 that pressure-depen-
dent leak off'is of the same
order as pressure-dependent
permeability.

The microseismic match-
ing results also are con-
sistent with the general
characterization of natural
fractures (Fig. 10)* because
the matching porosities we

100

=
o

Matrix permeability multiplier

0.1
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IMAIN FRACTURE TREATMENT Fig. 6
- {7} - Fissure opening pressure, psi — kikg
——— BHP psi, Preservoir — Cp/Co
Treating pressure, psi, Preservoir Slurry rate, bbl/min, Pump rate
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Bottomhole pressure (BHP)
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Q
©
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Time

Source: Reference 10

obtained are very low (<1%). Although
this does not prove the matching results
are correct quantitatively (more work
will need to verify this), it does indicate
some self-consistency in our model and
results.
Note, in one modeling case in
Fig. 9, we actually input permeability

PRESSURE-DEPENDENT PERMEABILITY

enhancement obtained from a pressure-
dependent leak-off measurement in the
same well, and this is recommended in
future matching of microseismic burst
patterns.

Permeability retention
All the previous discussion has
focused on shear failure
and enhanced permeability

Fie. 7 during fluid injection, such
[ as a fracture treatment. The
/ permeability increases can
/ \ be very large, especially in
! Ks/Kj = 60 | hard rock. When pore pres-

sure, however, dissipates after
completion of the injection,
the enhanced permeability

//‘

may dissipate also, as dis-

cussed in other references.!®
How much enhanced

permeability remains is dif-

0 2,000 4,000 6,000 8,000
Pressure, psi

Note: Pressure-dependent permeability is used to match microseismic pattern in
Reference 10. Injection is where Kg/Kj >1 and production is where K¢/K; <1.
Source: References 10 and 12

10,000 12,000 14,000

ficult to predict, and some
information suggests that the
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A

M ATCHING MICROSEISMIC BURST PATTERN

Injection of
frac fluid — pore
pressure rise

Induces shear
failure on
weak planes

Predict this
knowing stress
and strength
(failure envelope)

Input pressure-

dependent leak
off = permeability
enhancement

PERMEABILITY ENHANCEMENTS

Fig. 8

Match this to
microseismic
cloud

Vary fracture
porosity to predict
size of shear
failure zone (SRV)

Fig. 9
10,000
Cgp = 0.03/psi @ KK = 135
— Cgp = 0.02/psi @ Ky/Ki =30
< 1,000
f=%
Q
=
o
s 100
Q£
el
8
C
©
< 10
w
Cgp = 0.002/psi
1 T T T T T
0 20 400 600 800 1,000 1,200
Pressure above fissure opening, psi
Note: Permeability enhancements are after matching of microseismic patterns in two separate cases, using FracFail,
superimposed on pressure-dependent leak-off trends.
MICROSEISMIC MATCHED POROSITY, PERMEABILITY Fig. 10

1,000 g T r r
F Fractures: Calculated
from equation in
Jones (1975)
2 100}
s
> |
.-E 10 H
3] u
£ H
di_f Unfractured -
Nugget sandstone
1 Ryckmann Creek WI
For natural fractures, Unit No. 6
porosity is very small
but permeability can
0.1 . . . .
be very large. 0 5 10 15 20

Note: Figure shows relative positions of matrix and fracture curves.
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Porosity, %

formation may lose a large proportion
of the shear-enhanced permeability. Fig,
7 implies that none of the enhanced
permeability remains when a well goes
on production.

The hope, however, is that one
can mitigate the permeability loss by
creative design of proppant injection
to prop open the natural or induced
fractures before they close.
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GUIDETO
ORLD CRUDE

StatoilHydro has
published a crude oil as-
say for its Gimboa field,
which began producing
first-quarter 2009 from
Block 4/05 about 3
miles off Angola (Fig. 1)
in 2,300 ft of water.
Production is from two different res-
ervoirs with expected gravity at 23° API,
according to the published

StatoilHydro publishes
Gimboa crude oil assay

report.

Sonogol operates the
field on behalf of Statoil-
Hydro ACR (Angola Con-
sulting Resources) and
SOMOIL (Sociedade

GIMBOA FIELD

Petrolefira Angolana). Esti-
mated recoverable reserves are about 50
million boe."

The Gimboa project consists of three
production and four water-injection
subsea wells around a central manifold.
That manifold is tied back to a float-
ing production, storage, and offloading
(FPSO) unit.

Working under a $570 million
contract, Saipem last year delivered the
FPSO Gimboa, a converted oil tanker
with 1.8 million bbl of oil storage. It
has production capacity of 60,000 b/d
of oil and 60,000 b/d of water. Maxi-
mum natural gas production is 36.8
MMcfd.

Fig. 2 shows a true boiling point
(TBP) curve for the whole crude.

Fig. 1
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The following data are from Statoil-
Hydro.

Whole crude

Density at 15° C., kg/1.: 0.9114

Specific gravity: 0.9119

API gravity, °API: 23.67

Sulfur, mass %: 0.646

Total acid number, mg KOH/g: 0.78

Pour point, °C.: =33

Kinematic viscosity at 20° C., cst/
sec: 92.25

Kinematic viscosity at 50° C., cst/
sec: 23.38

Nitrogen, mg/kg: 2,367

Vanadium, mg/kg: 37

Nickel, mg/kg: 29.0

Sodium, mg/kg: 1.0

Salt as NaCl, mg/1.: 29.0

Wax content, mass %: 1.2

Water content, vol %: <0.025

Pentanes to 165° C.
Yield, mass %: 5.73
Yield, vol %: 6.75

SIMULATED DISTILLATION Fig.2

100
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—— Simulated distillation /
90
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/
/
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80 7
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i
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Boiling temperature, °C.
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Density at 15° C., kg/1.: 0.7742
Sulfur, mass %: 0.0337

165-250° C.
Yield, mass %: 14.86
Yield, vol %: 16.2
Density at 15° C., kg/1.: 0.8359
Sulfur, mass %: 0.0819

250-335° C.

Yield, mass %: 18.54

Yield, vol %: 19.51

Density at 15° C., kg/1.: 0.8660
Sulfur, mass %: 0.244

335-525° C.

Yield, mass %: 30.63
Yield, vol %: 30.10
Density at 15° C., kg/1.: 0.9273

NELSON-FARRAR COST INDEXES

Refinery construction (1946 Basis)
(Explained on p.145 of the Dec. 30, 1985, issue)

Dec. Nov. Dec.
1962 1980 2006 2007 2008 2007 2008 2008
Pumps, compressors, etc.
22.5 7773  1,758.2 1,844.4 1,949.8 1,997.7 2,003.4 1,997.7
Electrical machinery
189.5 394.7 520.2 5173 515.6 515.0 516.4 515.0
Internal-comb. engines
512.6 959.7 974.6 990.9 1,006.7 1,007.3 1,006.7
Instruments
214.8 5873 1,166.0 1,267.9 1,342.1 1,372.2 1,365.0 1,372.2
Heat exchangers
183.6 618.7 1,162.7 1,342.2 1,3564.6  1,253.8 1,253.8 1,253.8
Misc. equip. average
578.1 1,113.3 1,189.3 1,230.6  1,229.1 1,229.2 1,229.1
Materials component
205.9 629.2 1,273.5 1,364.8 1,5672.0 1,364.8 1,436.7 1,364.8
Labor component
258.8 951.9 2,4978 2,601.4  2,7043 2,783.8 2,781.7 2,783.8
Refinery (Inflation) Index
2376 822.8  2,008.1 2,106.7 2,2514  2,216.2 2,243.7 2,216.2
Refinery operating (1956 Basis)
(Explained on p.145 of the Dec. 30, 1985, issue)
Dec. Nov. Dec.
1962 1980 2006 2007 2008 2007 2008 2008
Fuel cost
100.9 81056  1,569.0 1,5630.7 1,951.3  1,233.2 1,173.9 1,233.2
Labor cost
93.9 200.5 204.2 215.8 2379 249.9 255.0 249.9
Wages
123.9 439.9 1,015.4 1,042.8 1,092.2 1,124.3 1,167.6 1,124.3
Productivity
31.8 226.3 4975 483.4 460.8 449.9 4579 449.9
Invest., maint., etc.
121.7 324.8 743.7 7774 830.8 8178 8279 8178
Chemical costs
96.7 229.2 365.4 385.9 472.5 406.8 455.7 406.8
Operating indexes
Refinery
103.7 312.7 579.0 596.5 674.1 602.4 6078 602.4
Process units*
103.6 4575 870.7 872.6 1,045.1 792.8 7771 792.8

*Add separate index(es) for chemi-
cals, if any are used. See current
Quarterly Costimating, first issue,
months of January, April, July, and
October.
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These indexes are published in the
first issue of each month. They are
compiled by Gary Farrar, Journal

Contributing Editor.

Indexes of selected individual items
of equipment and materials are also
published on the Costimating page
in the first issue of the months of
January, April, July, and October.

Density at 70° C., kg/1.: 0.8890

Kinematic viscosity at 80° C., cst/
sec: 14.82

Kinematic viscosity at 100° C., cst/
sec: 8.337

Sulfur, mass %: 0.658

525-565° C.

Yield, mass %: 7.94

Yield, vol %: 7.60

Density at 15° C., kg/1.: 0.9527

Density at 70° C., kg/1.: 0.9147

Kinematic viscosity at 80° C., cst/
sec: 73.76

Kinematic viscosity at 100° C., cst/
sec: 32.37

Sulfur, mass %: 1.07 4

Reference
1. www.offshore-technology.com;
SPG Media Ltd.

Why just tell them
you’re an expert when
you can show them?

pil Fiel
Autmnaung the U¥! :

Article reprints are a low-cost,
credible way to promote
your business or technology.

For more information contact
Sherry Humphrey at 918.832.9379
or sherryh @pennwell.com.
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INDEXES FOR SELECTED EQUIPMENT ITEMS

Fraction- Tanks, Nonmetalic

Bubble ating Tube Valves, pressure building

Quarter trays towers stills fittings vessels materials
2006

1st 1,434.6 1,184.2 549.5 ,796.1 1,000.8 941.2

2nd 1,458.6 1,192.3 566.3 1,813.0 1,003.2 9676

3rd 1,514.7 1,219.3 603.6 1,866.3 1,023.0 984.8

4th 1,5628.2 1,233.1 600.3 1,883.1 1,030.3 984.8

n exes ur se ecte Year 1,484.0 1,207.2 579.9 1,839.6 1,014.3 969.6
2007

] 1st 1,637.8 1,245.5 605.2 1,905.5 1,045.3 999.4

2nd 1,679.0 1,276.6 629.0 1,930.8 1,076.6 1,004.3

B lII me" s UW 3rd 1,558.0 1,281.7 607.3 1,967.2 1,088.6 1,005.9

4th 1,570.9 1,293.4 606.7 1,971.9 1,095.2 1,003.2

» Year 1,561.4 1,274.3 612.05 1,943.9 1,076.4 1,003.2
moderate Increase =

1st 1,696.7 1,308.2 624.2 1,994.4 1,108.5 1,018.3

2nd 1,753.0 1,376.9 7277 2,035.5 1,153.0 1,0377

3rd 1,8569.2 1,428.1 798.3 2,072.0 1,189.7 1,095.4

4th 1,742.5 1,405.0 706.3 2,093.5 1,191.5 1,110.0

Year 1,737.85 1,379.55 7141 2,048.85 1,160.7 1,065.35

Gary Farrar
Contributing Editor

third-quarter 2008 from 1,434.6 in index gain to 2,093.5 from 1,796.1.

Costs for six selected equipment first-quarter 2006. Fractionating towers showed a
items used in refining construction Four other items showed more mod- 220-point gain, increasing to 1,405.0
operations have been surveyed for the est increases. The tanks and pressure from 1,184.2 during the period.
3 years 2006-08. The table above shows  vessels category rose to 1,191.5 from The final category—nonmetallic
Nelson-Farrar equipment indexes for 1,000.8 during the 36-month span. building materials—showed a mild gain
these items. Tube stills increased to 706.3 from during the data compilation period. The
Bubble trays showed the greatest 549.5.Valves and fittings showed an beginning index value was 941.2, while
increases in cost, rising to 1,859.2 in the final value was 1,110.0. 4

ITEMIZED REFINING COST INDEXES

The cost indexes may be used to convert prices at any date to prices at other dates by ratios to the cost indexes of the same
date. Item indexes are published each quarter (first week issue of January, April, July, and October). In addition the Nelson

Construction and Operating Cost Indexes are published in the first issue of each month of il & Gas Journal. Index for earlier
year in Costimating

Operating cost Nov. and Questions on
(based on 1956 = 100.0): 1954 1972 2006 2007 2008 2008 *References Technology issues
Power, industrial electrical 98.5 131.2 850.2 8973 939.2 938.1 Code 0543 No. 13, May 19, 1958
Fuel, refinery price 85.5 152.0 1,523.6 1,497.0 1,821,7 1,172 0OGJ No. 4, Mar. 17, 1958

Gulf cargoes 85.0 130.4 2,0239 1,968.0 2,755.5 1,941.0 0GJ No. 4, Mar. 17, 1958

NY barges 82.6 169.6 1,8375 2,0669 2,829.7 11,6785 0GJ No. 4, Mar. 17, 1958

Chicago low sulfur — — 1,765.8  2,046.7 2,754.0 1,56277 0GJ July 7 1975

Western US 84.3 168.1 2,358.1 2,704.2 36424 19756 0GJ No. 4, Mar. 17, 1958

Central US 60.2 128.1 1,765.9 11,8869 2,615.7 3,144.8 0GJ No. 4, Mar. 17, 1958

Natural gas at wellhead 83.5 190.3 6,306.5  6,118.7 7.260.5 4,3275 Code 531-10-1 No. 4, Mar. 17 1958
Inorganic chemicals 96.0 123.1 686.8 743.6 1,044.9 1,167.7 Code 613 Oct. 5, 1964

Acid, hydrofluoric 95.5 144.4 414.9 414.9 414.9 414.9 Code 613-0222 Apr. 3, 1963

Acid, sulfuric 100.0 140.7 3974 397.4 3974 3974 Code 613-0281 No. 94, May 15, 1961

Platinum 92.9 1211 1,3445 1,557.8 1,5245 1,114.7 Code 1022-02-73 July 5, 1965, p. 117

Sodium carbonate 90.9 119.4 452.4 490.1 688.5 769.6 Code 613-01-03 No. 58, Oct. 12, 1959

Sodium hydroxide 95.5 136.2 620.1 671.6 9434  1,054.4 Code 613-01-04 No. 94, May 15, 1961

Sodium phosphate 974 1070 733.7 733.7 733.7 733.7 Code 613-0267 No. 58, Oct. 12, 1959
Organic chemicals 100.0 874 764.5 799.9 958.1 858.3 Code 614 Oct. 5, 1964

Furfural 94.5 1375 1,103.1 1,174.1 1,382.7 1,238.7 Chemical Marketing  No. 58, Oct. 12, 1959

Reporter
MEK, tank-car lots 82.6 875 625.0 625.0 625.0 625.0 Reporter
Phenol 90.4 471 374.9 413.0 479.4 500.3 Code 614-0241 No. 58, Oct. 12, 1959
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[TEMIZED REFINING COST INDEXES

Index for earlier
year in Costimating

Operating cost Nov. and Questions on
(based on 1956 = 100.0): 1954 1972 2006 2007 2008 2008 *References Technology issues
Operating labor cost (1956 = 100)
Wages & benefits 88.7 210.0 1,0164  1,0428 1,092.2 1,1676 Employ & Earn No. 41, Feb. 16, 1969
Productivity 97.2 1970 4975 483.4 460.8 4579 Employ & Earn No. 41, Feb. 16, 1969
Construction labor cost (1946 = 100)
Skilled const. 174.6 499.9 2,240.7 2,344.4 2,434.3  2,498.9 Eng. News Record No. 55, Nov. 3, 1949
Common labor 192.1 630.6 2,971.7 3,083.0 3,200.4 3,306.9 Eng. News Record No. 55, Nov. 3, 1949
Refinery cost 183.3 545.9 2,4978 2,601.4  2,704.3 2,781.7 0GJ May 15, 1967
Equipment or materials (1946 = 100):
Bubble tray 161.4 324.4 1,484.0 1,561.4 1,7378 1,742.5 Computed July 8, 1962, p. 113
Building materials (nonmetallic)  143.6 212.4 969.6 1,003.2 1,065.3 1,110.0 Code 13 No. 61, Dec. 15, 1949
Brick—building 144.7 252.5 1,408.6 1,429.1 1,427.6 1,434.0 Code 1342 No. 20, Mar. 3, 1949
Brick—fireclay 193.1 322.8 1,540.5 1,616.2 1,742.9  1,805.6 Code 135 May 30, 1955
Castings, iron 188.1 274.9 1,551.3 1,414.3 1,576.6 1,607.7 Code 1015 Apr. 1, 1963
Clay products (structural, etc.) 159.1 342.0 951.6 963.2 972.9 981.9 Code 134 No. 20, Mar. 3, 1949
Concrete ingredients 1411 218.4 1,092.0 1,172.2 1,231.3 1,242.2 Code 132 No. 22, Mar. 17, 1949
Concrete products 138.5 199.6 921.1 961.6 9973 1,015.7 Code 133 Oct. 2, 1967 p. 112
Electrical machinery 159.9 216.3 520.2 5173 515.6 516.4 Code 117 May 2, 1955
Motors and generators 157.7 211.0 880.3 9171 964.2 984.4 Code 1173 May 2, 1955
Switchgear 171.2 271.0 1,1473  1,212.2 1,254.4 1,2777 Code 1175 May 2, 1955
Transformers 161.9 149.3 612.5 696.9 766.4 755.7 Code 1174 No. 31, May 19, 1949
Engines (combustion) 150.5 2383 959.7 974.6 990.9 1,007.3 Code 1194 No. 36, June 23, 1949
Exchangers (composite) 171.7 274.3 1,162.7 1,342.2 1,354.6 1,253.8 Manufacturer Mar. 16, 1964
Copper base 190.7 266.7 1,059.4 1,201.8 1,221.6 1,161.0 Manufacturer Mar. 16, 1964
Carbon steel 156.8 281.9 1,162.1 1,344.7 1,369.2 1,287.3 Manufacturer Mar. 16, 1964
Stainless steel (304) — — 1,174.8  1,322.1 1,319.5  1,183.0 Manufacturer July 1, 1991
Fractionating towers 151.0 278.5 1,2072 1,274.3 1,379.5 1,405.0 Computed June 8, 1963, p. 133
Hand tools 173.8 346.5 1,7925  1,830.6 1,918.2 1,972.6 Code 1042 June 27 1955
Instruments
(composite) 154.6 328.4 1,166.0 1,2679 1,342.1  1,365.0 Computed No. 34, June 9, 1949
Insulation (composite) 198.5 272.4 2,2574  2,258.6 2,213.1 2,244.3 Manufacturer July 4, 1988, p. 193
Lumber (composite): 1978 353.4 1,309.8 1,204.1 1,134.5 1,080.4 Code 81 No. 7 Dec. 2, 1948
Southern pine 181.2 303.9 984.3 846.4 780.3 730.2 Code 81102 No. 7 Dec. 2, 1948
Redwood, all heart 238.0 310.6 1,948.1 1,744.3 1,6079  1,503.8 Code 811-0332 July 5, 1965, p. 117
Machinery
General purpose 159.9 278.5 1,213.7 1,271.8 1,338.9 1,372.8 Code 114 Feb. 17, 1949
Construction 165.9 324.4 1,669.7 1,5944 16456 1,685.6 Code 112 Apr. 1, 1968, p. 184
Qil field 161.9 269.1 1,599.1 1,716.8 1,858.8 1,903.4 Code 1191 Oct. 10, 1955
Paints—prepared 159.0 231.8 1,040.8 1,0785 1,150.1 1,184.6 Code 621 May 16, 1955
Pipe
Gray iron pressure 195.0 346.9 2,6879 2,730.8 2,865.0 3,128.8 Code 1015-0239 Jan. 3, 1983
Standard carbon 182.7 319.9 2,306.9 2,299.2 29049  3,090.5 Code 1017-0611 Jan. 3, 1983
Pumps, compressors, etc. 166.5 8975 1,758.2 1,758.4 1,949.8 2,003.4 Code 1141 No. 29, May 5, 1949
Steel-mill products 1871 330.6 1,52756 1,620.0 1,9735 1,922.2 Code 1017 Jan. 3, 1983
Alloy bars 198.7 349.4 1,311.8  1,239.7 1,469.8 1,340.9 Code 1017-0831 Apr. 1, 1963
Cold-rolled sheets 1870 365.5 16584 19166  1,9356 1,854.8 Code 1017-0711 Jan. 3, 1983
Alloy sheets 1770 225.9 862.4 996.7 1,006.6 964.5 Code 1017-0733 Jan. 3, 1983
Stainless strip 169.0 221.2 920.7 1,064.2 1,074.7  1,029.8 Code 1017-0755 Jan. 3, 1983
Structural carbon, plates 193.4 386.7 1,766.6  1,945.3 2,383.6  2,194.2 Code 1017-0400 Jan. 3, 1983
Welded carbon tubing 180.0 265.5 2,3373 2,329.6 2,943.2 3,131.4 Code 1017-0622 Jan. 3, 1983
Tanks and pressure vessels 1473 246.4 1,014.3 1,076.4 1,160.7 1,191.5 Code 1072 No. 5, Nov. 18, 1949
Tube stills 123.0 125.3 579.9 612.0 714.1 706.3 Computed Oct. 1, 1962
Valves and fittings 1970 350.9 1,839.6 11,9439 2,0488 2,0935 Code 1149 No. 46, Sept. 1, 1940
Nelson-Farrar Refinery (Inflation Index)
(1946) 179.8 438.5 2,008.1 2,106.7 2,2514  2,243.7 0GJ May 15, 1969
Nelson-Farrar Refinery Operation
(1956) 88.7 118.5 579.0 596.5 674.2 607.8 0GJ No. 2, Mar. 3, 1958
Nelson-Farrar Refinery Process
(1956) 88.4 147.0 870.7 872.6  1,045.1 7771 0GJ No. 2, Mar. 3, 1958

*Code refers to the index number of the Bureau of Statistics, US Department of Labor, “Wholesale Prices” Itemized Cost Indexes, Oil & Gas Journal.
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New analysis shows
pipelines using shorted
casings are more sus-
ceptible to corrosion
than pipelines using
nonshorted casings. The
preferential location of
anomalies on carrier pipe inside casings
is 2% of the casing length, or about 3

[N
d

Pipelines

Fengmei Song

Barron Bichon

Southwest Research Institute
San Antonio

ft on average from either end of the
casing. Beyond 3 ft,
] ] peak anomalies are
udy investigates damage | =
. A distributed. The
preferential loca-
to cased pipeline segments | .
of peak anomalies,
or 10 times the
likelihood of anomalies elsewhere in
the casing.

Operators generally consider cased
pipe segments to be safe because
time-independent threats, including

third-party excavation and outside force
Robert Fassett damage, are largely eliminated. The pos-
sibly enhanced external corrosion of the
carrier caused by the casing, however,

Pacific Gas & Electric Co.
Santa Rosa, Calif.

Terry Boss
INGAA Foundation Inc.
Wiashington, DC

Based on presentation to NACE Corrosion 2009,
Atlanta, Mar. 22-26, 2009.

Andrew Lu
American Gas Associati
Washingion, DC TYPICAL CASING SEGMENT COMPONENTS

Post-mounted

test station* /Pipeline marker
4ft i
Test leads
Casing pipe
Carrier pipe

Casing insulator spacers, typical
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compromises this safety argument.

No sound evidence exists to suggest
that cased segments are safer than un-
cased ones in terms of leaks per mile or
scheduled or immediate responses per
mile. A 1984 survey instead revealed
that, of 14 countries, five reported cor-
rosion damage on the carrier pipe when
casings were used, but none reported
corrosion damage on the carrier pipe
at crossings where casings were not
used.' External corrosion on the carrier
pipe can become more severe than on
uncased segments when the carrier pipe
has access to electrolyte due to conden-
sation from vent pipes open to air, or in
the presence of a short if ground water
gains access into the casing-carrier
annulus when the casing end seals are
either lacking or do not properly seal.

Fig. 1 shows the major elements of a
typical casing, including vent pipes, end
seals, and insulator spacers.

Background

When a thin layer of electrolyte is
condensed at the carrier pipe’s coat-
ing holidays, a high diffusion rate of
oxygen can lead to a high corrosion
rate. For such atmospheric corrosion,

Fig. 1

Vent pipe

Casing end seal,
typical

Carrier low end

*Test station required at one end of casing only. Install at most convenient or protected site.
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SHORT CONDITIONS

Casing

Carrier pipe

(a) Isolated casing. Dry or water below the
carrier pipe. No CP current reaches the pipe surface.

Fig. 2

CP current flow

N LA \

(b) Shorted casing. Dry or water below the
carrier pipe. No CP current reaches the carrier pipe surface.

CP current flow

(c) Isolated casing. Annulus partially full of electrolyte. Unshielded
holidays in direct contact with electrolyte may receive CP current.

CP current flow

7N

(d) Shorted casing. Annulus partially full of
electrolyte. No holidays of the carrier pipe receive CP current.

CP current flow

—

v

(e) Isolated casing. Annulus full of electrolyte.
All holidays receive CP current if not shielded.

\

the absence of continuous conductive
electrolyte in the annulus between the
casing and the carrier pipe (Figs. 2a and
b) can cause external CP to be ineffec-
tive in protecting the carrier pipe. Par-
tially filling the annulus with electrolyte
(Figs. 2c and d) can still allow atmo-
spheric corrosion at the holidays above

by water vapor.

Oil & Gas Journal / Apr. 6, 2009

the electrolyte-air interface due to the
air being humid or possibly saturated

In both cases, if the casing happens
to be located near a compressor station,
elevated temperature can accelerate the
corrosion problem. Elevated tempera-
tures can cause a soft coating on carrier

CP current flow

(f) Shorted casing. Annulus full of electrolyte.
No holidays of the carrier pipe receive CP current.

pipe, such as hot applied asphalt, to
melt away and therefore turn the cased
segment into a bare pipe. The elevated
temperatures on the cased segment can
create steam in the annulus of the cas-
ing, which can cause condensation to
form along the top inside of the casing.
The condensed water can then drip
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These photos show corrosion beneath wood pieces attached to the transmission pipeline by wire as casing spacers. The right photograph is a detail of the same
damage shown in the left (photo from Kinder Morgan; Fig. 3).

ANOMALY DEPTHS Fig 4
3,000
wm Depth >80% — -
[ 40% < Depth <80%
2,500 = 0% < Depth <40% m
m Depth <20% WT
2,000
(2]
(2]
£ 1,500
]
S
1,000
500
0
A B C D E F G Total
Company

on the bare line causing it to corrode,
followed by formation of a protective
oxide.

Continuous dripping of condensed
water, however, can create a new cycle
of corrosion by washing away the
oxide. Such cyclic corrosion can create
long lengths of defects along the axis
of the carrier pipe, which can result in
rupture along this corrosion path. An
example of this failure is the 1985 in-
cident of the Texas Eastern Gas Pipeline
Co.,” to be described in the conclusion
of this article (OG]J, Apr. 20, 2009).

For the annulus partially filled by
electrolyte (Figs. 2c and d), near the
interface between the electrolyte and
air, a differential oxygen concentration

58

cell can exist. A coating holiday with a
short distance below the interface is in
an anaerobic environment and serves as
the anode. The aerated holidays across
and close to the interface serve as the
cathode. This oxygen concentration cell
is active when CP is shielded by the
casing wall, insulator spacers, or made
worse by the presence of a metallic
short between the casing and the carrier
pipe (Fig. 2d).

The metallic short enhances corro-
sion rate via two paths. First, it removes
CP protection as the CP current seeks
the lowest electrical resistance path to
return to the source, which is through
the casing pipe returning to the car-
rier pipe at the metal-to-metal contact.

Second, the short can result in galvanic
coupling between the casing wall inner
surface and the carrier pipe at the coat-
ing holidays. The more positive poten-
tial of the casing wall inner surface can
shift in the positive direction of the
carrier pipe potentials at the coating
holidays, resulting in a higher corrosion
rate.

A metallic short can develop in sev-
eral ways, including:?

* Movement or sagging of the car-
rier pipe in a casing without spacers
or with spacers that were incorrectly
installed or failed.

* Intentional shorting.

* An accidental short developed
between test leads and vent pipes.

CP can offer protection of the carrier
pipe holidays immersed in electrolyte in
the absence of a metallic short (Figs. 2c
and e) and the protection can meet the
NACE RP 0169 criteria* at unshielded
holidays with a sufficient polariza-
tion to the casing wall outer surface. A
metallic short (Figs. 2d and f), however,
can fully or partially remove the CP
protection depending on the relative
resistance of the metallic contact to the
annulus electrolyte. The latter resistance
depends on factors including:

* Presence or absence of coating(s)
on the casing wall.

* Quality of carrier coating.

* Ground water resistivity.

* Annulus space.
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" Casing length. PEAK ANOMALY VS. SHORTEST DISTANCE* Fig.5
Casings can also obstruct standard
methods of direct examination or 80 100
indirect inspection of the carrier pipe,®
making it more difficult to identify a 1s0
corrosion problem. Standard proce- 60 &
dures for indirect inspections or direct g leo E
examinations of cased crossings there- 5 g
fore may need modification to address § 40 2
these concerns or new technologies < 140 2
may need to be developed to meet this E
need. 2 120 °
External corrosion of cased pipe seg-
ments is complex and can be influenced
by many factors, including: R I I I R A R I IS
* Design differences (requirements Shortest distance from either end, ft <
vary through hjstory) . *Only the deepest anomaly in a casing with its depth >20% WT is used for this analysis.
* Steel or weld type.
* Installation year.
* Historical CP interruptions. PEAK ANOMALY VS. RELATIVE DISTANCE Fi 6
* Historical leaks.
e Historical shorts, short clearance. 60 100
* Casing extensions to accommodate -~
road work. 50 - _ ds0
* Bare or coated carrier or casing. g
* Coating types, conditions. 40 = g
* Bacterial presence. 3 = 1% g
e Tocal weather conditions. % 30 Z” :’2:
* Seasonal water table changes. g P 140 2
* Soil electrolyte corrosivity. 201 §
* Local air corrosivity related to 420
geographic locations such as coastal or o
grass-forest lands vs. desert, industrial
areas vs. agricultural areas, etc. 072 4 6 8101214 16 18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48 50
* Issues such as stray currents. Casing length, %
Fig. 3 shows an example of external
corrosion of a carrier pipe in a cas-
ing due to use of a wooden spacer. The
wooden spacer possibly shielded CP, scheduled or immediate responses/mile Data collection, analyses
which otherwise would have provided  for cased vs. noncased segments. Table 1 shows a template for collect-
protection. Corrosion under wooden The statistical analysis of ILI anomaly ing ILI data developed by the operators.
spacers often occurs in older cased seg-  data includes: Recognition that collecting field data
ments. * Percentage of cased segments with  was voluntary and could be time-
The conclusion of this article (OGJ,  or without anomalies. consuming if not focused only on the
Apr. 20, 2009) will focus on: * Anomaly indication distribution parameters of this study kept the format
* Statistical analysis of in-line in- vs. distance from either end of a cased ~ simple. Analyses focused on the infor-
spection (ILI) anomaly data provided segment. mation contained in the red italicized
by seven operators participating in the * Casing length distribution. columns.
subject program. * Anomaly depth, length, and safety * Overall casing statistics. Seven com-

e FEvaluation of the effects of metallic factor distribution. panies contributed their ILI data, with
shorts vs. nonshort conditions. nearly all data obtained from pig runs
* Investigation of historical casing since 2004. One company provided

failures. only data with peak anomaly depths
* Comparison of the number of of 20% WT or greater, while other
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IN-LINE INSPECTION DATA TEMPLATE

Maximum

peak
Pipeline Corrosion depth, Anomaly Casing
segment | MP Casing # | ILI year | >20% %WT length, ft length

Shortest
distance from Predicted burst PF/
casing end pressure MAOP

companies provided data for all cased
pipe segments including those with
no anomalies or with anomalies of any

an anomaly or have anomalies with a
depth less than 20% WT, accounting for
90% of the population of cased cross-

depth.

Table 2 provides a summary of the
number of casings studied and the
ranges of anomaly depths.

Among the total of 2,733 cased pipe
segments, 2,461 either do not have

ings. Under Modified B31G criteria,®

sponse action.
Only one cased segment has
anomaly depth exceeding 80%

these cased segments require no re-

an
WT,

accounting for 0.04% of the total cased

CASING LENGTH DISTRIBUTION Fig. 7
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pipe segments. If the anomaly is verified
by direct examination, B31G criteria’
require the section of pipe containing
the anomaly be replaced in order to
prevent a leak.

Slightly less than 10% of the to-
tal 2,733 cased pipe segments—271
cased segments—contain anomalies
with depths between 20% and 80%
WT. Modified B31G criteria require
a scheduled response or reduction of
maximum allowable operating pressure
(MAOP).

Table 2 also includes the breakdown
for the number of cased pipe segments
with anomaly depths between 20% and
80% WT (including 20% WT).

Fig. 4 is a visual demonstration of
the casing data in Table 2. The cased
pipe segment with an anomaly depth
greater than 80% WT is hardly seen
(blue color), while the casings with
anomaly depths less than 20% WT ac-
count for the majority (green color).

A significant reduction in the number
of the cased pipe segments emerges as
anomaly depth increases.

* Data limitations. When reading or
interpreting the statistical data, one
must keep its limitations in mind. The
accuracy of ILI tools in finding and siz-
ing anomalies depends on many factors
including, but not limited to:

—Types of pigging tools used; their
detection limits.®

—Qualification, competence, and
experience of personnel using the tools
and interpreting data.

—Software version used to interpret
the data.

—Operator ILI procedures, require-
ments.

* Basis of statistical analyses. Statistical
analyses counted and used only the
deepest anomaly in a casing (i.e., one
anomaly/cased pipe segment) 20%
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Table 1

Class
location

OD | MAOP SMYS | Shorted?
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WT or greater in depth. The deepest
anomaly represents roughly the most
severe corrosion damage anomaly on a
cased pipe segment and using it avoids
any preferential treatment of pipe seg-
ments containing many more anomalies
than others.

The deepest anomaly, however, may
not always be the most severe because
the severity of an anomaly also depends
on its length. For multiple casings on
one pipe section (with the same carrier
pipe diameter, wall thickness, and op-
erating conditions) the failure (burst)
pressure (FP) can measure the sever-
ity of an anomaly because FP includes
the effect of both anomaly length and
depth.

But casings on different pipe sections
with different carrier pipe diameters or
WT, FP alone does not provide a proper
basis for comparing anomaly severities.
Such circumstances best use the factor
of safety (FP/MAOP), which is inde-
pendent of pipe diameter and WT.

Statistical analyses of a few key vari-
ables identified as most useful for this
article follow.

* Deepest anomaly distribution based on
shortest distance from either end of casing. Fig.

5 shows the number and cumulative
percentage of anomalies vs. shortest
distance from either end of the cas-

ing. A sharp decrease in the number of
anomalies (represented by the height of
blue columns) appears as the shortest
distance increases.

Beyond 60 ft, the number becomes
small and sparsely distributed, par-
ticularly after 110 ft. The number of
anomalies within 60 ft account for 87%
(shown on the pink curve). Not shown
explicitly, 22% of all the 272 anomalies
lie within 2 ft and 25% within 3 ft of
either end of the casings.

This absolute shortest distance ap-
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proach, however, limits determining
the distribution of anomalies along
cased pipe segments. When the short-
est distance is large (~500 ft), only
anomalies on the carrier pipe deep
within those long casings (>1,000
ft) can be counted, yielding far fewer
anomalies compared to those having
a small shortest distance.
Casing length varies from 17.4 ft
to 1,584.8 ft in the study used for this
article. Using absolute shortest distance
therefore masks the true distribution of
the anomalies along the length of indi-
vidual cased pipe segments and over-
estimates the percentage of anomalies
near the ends of cased pipe segments.
Relative shortest distance, defined

PEAK ANOMALY VS. RELATIVE PEAK DEPTHS
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as the ratio of shortest distance to total
casing length, provides a more objec-
tive statistical description of how peak
anomalies are distributed along the
length of individual cased pipe seg-
ments.

Fig. 6 shows the first 2% of casing
length accounting for roughly 20% of
anomalies. Anomalies along the rest of
the cased pipe segments are distributed
relatively uniformly as demonstrated by
the dotted gray line, which passes near
most of the pink data points. This distri-
bution shows a preferential distribution
of anomalies occurring only near the
ends of cased pipe segments.

An average casing length of 136.5
ft yields a preferential distribution dis-
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tance from either end of cased pipe of:
2% x 136.5 ft = 2.7 ft, roughly consis-
tent with the 25% of anomalies found
within 3 ft of either end of cased pipe
segments shown in Fig. 5. Although
there appears to be a preferential dis-
tribution of peak anomalies to the ends
of cased pipe segments, however, 75%
of the anomalies still lie more than 3 ft
from the ends of the casings.

On average, by excavating only 3 ft

Q) J\

measured 104.3 ft; median 71.6 ft.
For the 272 cased pipe segments
containing peak anomalies with
depth >20% WT, casing length varied
between 17.4 ft and 1,584.8 ft, with
an average of 136.5 ft and median
of 93 ft (Fig. 7b). Both the average
and median are respectively greater
than the 1,357 casings containing no
anomaly or containing peak anomalies
of any depth, suggesting that longer
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would gain roughly 20-25% confidence
of locating the peak anomaly within

a cased pipe segment. Although this
confidence is not as high as desired, the
opposite assumption that anomalies are
randomly located along the cased pipe
segment would require excavation of
about 10 times this length to gain the
same confidence. The cost and personal
safety risk of the extended excavation
could be dramatically higher given the
typical location of casings under rail-
roads or highways.

* Casing length distribution. The pre-
ceding determination of preferential
location of the peak anomaly in a cased
pipe segment underlines the impor-
tance of understanding the distribution
of casing length. Researchers performed
a statistical analysis of casing length
both for all casings whose lengths were
received for the study (Fig. 7a) and
for casings containing anomalies with
depth 220% WT (Fig. 7b).

Of the 2,733 casings surveyed, a
total of 1,357 were analyzed for Fig. 7a.
The lengths of the other 1,376 casings
were not provided. Of the 1,357 casings
analyzed, Fig. 7a shows 73% having
a length of 30-120 ft. Average length
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containing a peak anomaly >20% WT
in depth.

* Anomaly distribution based on anomaly
depth, length. Fig. 8 shows the number and
cumulative percentage of anomalies vs.
maximum depth (% WT). The first and
second columns from the left represent
anomalies with depths of 20% WT and
21% WT, respectively. Peak anomalies
less than 20% WT in depth are excluded
from this analysis. The average depth
measures 27.4% WT, maximum 84%
WT, and median 25% WT.

About 52% of the anomalies (pink
curve) are within the first 5% span of
maximum depth, between 20% and
25% WT, inclusive. The next 5% span
(between 25% and 30% WT, including
30%), contains just 23% of anomalies,
with >30% WT depth accounting for
only 24% of anomalies.

Fig. 9 shows the number and cu-
mulative percentage of anomalies vs.
anomaly length. Slightly more than
60% of anomalies have a length <2 in.,
and only 11% have a length >5 in. The
average length measures 2.6 in., mini-
mum 0.2 in., maximum 17.9 in., and
median 1.6 in.

Zurcher of Process
Performance Im-
provement Consultants LLC.

Figs. 1 and 2 were modified from a
presentation at NACE Corrosion 2006
by Earl Kirkpatrick, ELK Engineering
Associates Inc. 4
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Correction

In “US LNG imports in 2008
signal unexpected role for gas
markets” by Robert Eric Borgstrom
and David Anthony Foti (Mar. 9,
2009, p. 56), the vertical axis on
Fig. 3 should have read —8% to
12%, not 0% to 12%.
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Key Energy Services Inc.,

Houston, has appointed Blake Hutchin-
son vice-president, corporate develop-
ment. He will lead
efforts to identify and
evaluate international
business development
opportunities in the
Eastern Hemisphere
and serve as Key’s
investor relations
executive. Hutchin-
son has extensive
financial investment
experience in the oil
and gas industry, having worked at Daniel
Breen & Co., Howard Weil Inc., and most
recently at Treaty Oak Capital Management
in Austin. He has a BA in economics and
managerial studies.

Key Energy Services is the world’s larg-
est rig-based well services company. The
company provides oil field services includ-
ing well servicing, pressure pumping, fish-
ing and rental tools, and electric wireline,
with operations in all major onshore oil
and gas producing regions of the conti-
nental US and in Argentina and Mexico.

Hutchinson

Spectraseis,

Zurich, has entered into a long-term,
strategic partnership with Saudi Makamin
Co. Spectraseis and Makamin are forming a
joint new venture based in Dhahran, Saudi
Arabia, to market and deliver low-frequen-
cy geophysical solutions in the Middle
East. Makamin has also become an owner
of Spectraseis, alongside the company’s
major shareholders Warburg Pincus and
StatoilHydro Ventures.

Established in 2003, Spectraseis is the
principal technology and service provider
in the field of low-frequency passive seis-
mic geophysical surveys and data analysis.

Established in 2008, Makamin is a Sau-
di oil field services group that is a building
a portfolio of new technology and service
offerings for operators in the Persian Gulf
region, including exploration technology,
drilling services, advanced production sys-
tems, well services, and integrated project
management.

Knight Oil Tools,

Lafayette, La., has named Robert C.
Veazey as its new CFO. He will oversee all

64
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financial affairs of
Knight'’s subsidiaries
and affiliates. Veazey
joins Knight after
the sale of Veazey &
Co., a firm of CPAs
and business con-
sultants he founded.
He is a University
of Louisiana gradu-
ate and a member of
the American Institute of Certified Public
Accountants, the Louisiana Society of
Certified Public Accountants, the National
Association of Certified Valuation Analysts,
and the Association of Certified Merger
and Acquisition Analysts.

Knight Oil Tools is the largest privately
held rental and fishing tools business
in the oil and gas industry and includes
Knight Fishing Services, Knight Well Ser-
vices, and Knight Manufacturing.

Veazey

Noble Denton,

London, has announced two execu-
tive appointments within its American
operations. The company appointed
Michael Lowe as global business team
group director, project management
services, and Vernon Luning as president,
Lowe Offshore International, US proj-
ect management services. Lowe will be
responsible for developing the company’s
global field development project manage-
ment capabilities. He furthers a 35-year
career in domestic and international oil
and gas project management and mar-
ket development. Lowe managed many
upstream projects in the US, Europe, New
Zealand, Ecuador, Brazil, Thailand, China,
and Mexico. He is the founder of Lowe
Offshore International and had previously
assumed the role of Lowe Offshore presi-
dent from 1981 to August 2007, when the
company was acquired by Noble Denton.
Luning previously served as senior project
manager with Lowe Offshore and brings
more than 35 years of industry experience
in offshore construction management. He
joined Lowe in 2002 and has led several
field development projects in the Gulf of
Mexico.

In addition, Arthur Aragon, the current
group director for project management
services, will be appointed to Brazil to
focus exclusively on opportunities for the

company'’s project services there.

Noble Denton is a leading worldwide
provider of life cycle marine and offshore
engineering services to the oil and gas,
marine, and renewables industries.

Baker Hughes Inc.,

Houston, has appointed Arthur L.
Soucy vice-president, supply chain. Most
recently, he was vice-president, global
supply chain, for Pratt & Whitney, a Unit-

ed Technology Corp. company. Soucy held
a variety of management positions across
different business units since beginning
with Pratt & Whitney in 1995. From 1982
to 1995, he worked for United Technolo-
gy’s Hamilton Standard, serving in various
manufacturing engineering and product
development management roles. Soucy has
a BS from Lesley University in Cambridge,
Mass., and an MBA from Massachusetts
Institute of Technology.

Baker Hughes provides reservoir
consulting, drilling, formation evaluation,
completion, and production products
and services to the worldwide oil and gas
industry.

Paratherm Corp.,

West Conshohocken, Pa., has promoted
Rich Clements to COO and vice-president
of operations. Previ-
ously, he was sales
manager since 2007.
He will manage Para-
therm’s day-to-day
operations, drawing
from his experiences
in previous positions
as product director,
plant manager, and
plant engineer. Cle-
ments will introduce
two new fluid products, broadening Para-
therm’s spectrum of offerings and answer-
ing specific market-driven needs. Research
and development are currently concluding
so that the products can be commercial-
ized later in 2009. Clements has a chemi-
cal engineering degree from the University
of Maryland. With more than 20 years of
executive-level sales management expe-
rience, much of it with a Fortune 500
company in industrial (chemical-related)
sales, he will continue to oversee the sales
department.

Clements
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Founded in 1988, Paratherm has
become a leading US manufacturer of
specialized heat transfer fluids and system
cleaners serving the chemical, plastics, and
other industries.

CGGVeritas,

Paris, has expanded its processing and
imaging hub in Cairo. With its powerful
computer facility and high-speed link to
the company’s massive EAME computer
hub in the UK, the new expanded re-
gional hub can process all types of seismic
data, including wide-azimuth and multi-
azimuth, through the latest advanced
imaging techniques. Located in the Free
Zone of Nasr City, Cairo, the hub employs
70 professionals, including more than 40
geophysicists.

CGGVeritas is a leading international
pure-play geophysical company delivering
a wide range of technologies, services, and
equipment through Sercel to its broad base
of customers mainly throughout the global
oil and gas industry.

GE 0il & Gas,

Florence, Italy, has inaugurated its new,
consolidated Americas offices in Houston.
The new GE Oil & Gas building is the first
site to house all GE Oil & Gas businesses
at one location since the acquisition of
PII Pipeline Solutions in 2002, VetcoGray
in 2007, and Hydril Pressure Control in
2008. Almost 500 employees from sales,
engineering, commercial operations, and
other supporting functions have relocated
to the new office building. This regional
headquarters will support all segments
of the oil and gas industry—from drill-
ing and completion to production, LNG,
pipeline, refining, and petrochemicals. In
addition to the new office building, GE Oil
& Gas also has three manufacturing plants
and two service centers in the Houston
area. In total, GE Oil & Gas employs more
than 2,000 people in the Houston area.

GE Oil & Gas is a world leader in ad-
vanced technology equipment and services
for all segments of the oil and gas industry,
offering solutions for production, LNG,
transportation, storage, refineries, and
petrochemicals. It also provides pipeline
integrity solutions, including software and
asset management. With its acquisition of
VetcoGray and Hydril Pressure Control, GE
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Oil & Gas now offers additional products,
systems, and services for drilling, comple-
tion, and production within onshore,
offshore, and subsea applications.

MODEC Inc.,

Tokyo, has made
three major executive
appointments. No-
buhiro Yaji has been
promoted to presi-
dent and co-CEO of
MODEC Inc. Shashank
Karve has been pro-
moted to managing
director and COO
of MODEC Inc. as well as chairman and
CEO of MODEC International Inc. Kenji
Yamada has assumed
the role of chairman
and continues as CEO
of MODEC Inc. Yaji
has been a member of
the board of directors
of MODEC Inc. since
1999 and previously
served as managing
director and COOQ.
Karve continues to
serve as a member of
the board of MODEC
Inc., a position he has held since 2004. Ya-
mada has served as a director of the com-
pany since 1997 and
has held the position
of CEO since 2001.

Founded in 1968,
MODEC is a general
contractor specializing
in engineering, pro-
curement, construc-
tion, and installation,
as well as operation
and maintenance of
floating production
systems. MODEC also provides SOFEC tur-
ret mooring systems, SOFEC spread moor-
ing systems, and SOFEC import/export
terminals (CALM buoys).

TETRA Technologies Inc.,

The Woodlands, Tex., has named Stuart
M. Brightman president and CEO effec-
tive May 5, 2009. He replaces Geoffrey M.
Hertel. Brightman, who joined TETRA in

Yaji

Yamada

2005, currently is executive vice-president
and COO. Hertel will remain on TETRA’s
board and as chairman of the board of
Compressco.

TETRA is an oil and gas services compa-
ny, including an integrated calcium chlo-
ride and brominated products manufactur-
ing operation that supplies feedstocks to
energy markets, as well as other markets.

T-3 Energy Services Inc.,

Houston, has appointed Steven W.
Krablin president, CEO, and chairman.
He replaces Gus D. Halas, who left the
company to pursue other interests. Krab-
lin rejoins T-3 Energy, where he served
as a director from 2001 to 2004. From
January 1996 until his retirement in April
2005, he was senior vice-president and
CFO at National Oilwell Varco Inc. or
its predecessors. Prior to 1996, Krablin
served as senior vice-president and CFO
of Enterra Corp. until its merger with
Weatherford International Inc. He cur-
rently serves as a director of Penn Virginia
Corp., Hornbeck Offshore Services Inc.,
and Chart Industries Inc.

T-3 Energy provides a broad range of
oil field products and services primarily
to customers in drilling and completion,
workovers, and production and transporta-
tion of oil and gas.

Geoservices,

Paris, has named Jean-Pierre Poyet
executive vice-president and chief tech-
nology officer. He is
also a member of the
Geoservices executive
committee. A gradu-
ate of Ecole Centrale,
Poyet also has a PhD
from Columbia Uni-
versity. He started his
career as a research-
er/astrophysicist in
the University of
Cambridge and later
the French National Scientific Research
Center. He joined Schlumberger in 1985,
where he held various positions in engi-
neering, research, operations, and mar-
keting. He joined Geoservices in 2002.

Geoservices is an oil field service com-
pany offering mud logging, well interven-
tion, and field surveillance.

Poyet
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New industry visualization tool

Time Chart, a new web visualiza-
tion tool, expands the capabilities of
the PetroTrek tool kit of web parts and
services.

The new tool allows users running
Microsoft Office SharePoint Server 2007 to
access from a single location information
on production, operational, and safety data
and view relationships between past and
current well events. By making more data
easily available and putting information
in context, Time Chart facilitates decision-
making to help oil companies improve
their operational performance, the firm
notes.

With Time Chart technology, petroleum
information workers are empowered with
another level of data visualization, the firm
says. As a web part, Time Chart connects
multiple data sources through web servic-
es, whether the data are stored locally or

in a database thousands of miles away. All
data can be displayed together graphically
to form a composite view of information
over any period of time.

The web part solution, with its com-
ponents that work together to enable
developers to create web pages for users to
more easily access information, provides
the ability to efficiently visualize well
events. Among these events are allocated
production, annulus pressure, downtime,
choke size, flowing and shut in pressures,
reworks, recompletions, well treatments,
preventive maintenance, flowline tem-
perature, attributed losses, well tests, and
production status.

The PetroTrek tool kit is a collection
of configurable web parts and services
specifically designed to meet the complex
information needs of petroleum engineers,

geoscientists, and other members of an as-
set team. In addition to the Time Chart, the
tool kit contains web parts for production
decline curves, well logs, field maps, well
tests, directional surveys, graphs, and tabu-
lar views of data. PetroTrek tool kit web
parts can be combined and configured to
quickly build production dashboards, op-
erations reports, and electronic well files.

The company says its PetroTrek tool
kit web parts use Microsoft Silverlight
technology to render a graphically rich,
interactive user experience. Users can pan,
zoom, and manipulate data as well as con-
figure presentation elements from the web
part. And because the web parts use AJAX
to stream data between browser and server,
users don't have to wait for pages to reload
to see changes take effect.

Source: Information Store Inc., 10777
Westheimer, Suite 250, Houston, TX
77042.
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Statistics

Additional analysis of market trends is available
IMPORTS OF CRUDE AND PRODUCTS through 0GJ Online, 0il & Gas Journal’s electronic

information source, at http://www.ogjonline.com.

— Districts 1-4 — — District 5 — Total US
3-13 3-6 3-13 3-6 3-13 3-6 *3-14 0
2009 2009 2009 2009 2009 2009 2008 OIL&GASJOURNAL
1,000 b/d
/ 04111112 research center
Total motor gasoline 1,149 1,228 0 29 1,149 1,257 901
Mo. gas. blending comp. 971 784 0 17 971 801 579
Distillate..... 103 302 0 0 103 302 294
Residual ... 231 204 3 %8 265 502 s 0GJ CRACK SPREAD
Jet fuel-kerosine .. 52 24 103 23 155 47 298
Propane—propylene 367 169 47 36 414 205 259 *3-20-09 *3-21-08 Change Change,
Other (126) 14 53 12 (73) 153 365 ——$bbl — %
Total products........cccconeevreennenns 2,747 3,052 237 215 2,984 3,267 3114 SPOT PRICES
Product val 5437 11895 6458 543
Total CrUde ... 8176 7897 | 1004 1224 | 9180 9121 9468 Bontorude. ®5 10509 8847 856
Crack d 7.75 1387 611 441
Total iMPONS ... 10923 10949 | 1261 1439 | 12168 12388 12582 fack sprea
= FUTURES MARKET PRICES
Revised. ; S One month
Source: US Energy Information Administration Product value 5735 11632 5897 -50.7
Data available in 0GJ Online Research Center. Light sweet
crude 4946 10536 5590 531
Crack spread 7.88 10.96 -3.08 -28.1
Six month
P Eyoﬁuct value 59.94 11407 5413 475
— ight sweet
URVIN & GERTZ LNG NETBACKS—MAR. 20, 2009 gt s 6159 10105 645 460
Liquefaction plant Crack spread 5.35 13.02 -767 589
Receiving Algeria Malaysia Nigeria Austr. NW Shelf Qatar Trinidad
terminal $/MMbtu *Average for week ending.
Source: Oil & Gas Journal
Barcelona 9.70 171 8.96 7.68 8.30 8.88 Data available in 0GJ Online Research Center.
Everett 3.69 2.14 3.40 2.26 2.4 3.92
Isle of Grain 3.22 1.51 273 1.43 1.94 2.75
Lake Charles 1.88 0.57 1.72 0.70 0.81 2.36
Sodegaura 4.60 6.48 4.86 6.23 5.64 3.69
Zeebrugge 6.72 369 5.82 353 4.55 5.92
Definitions, see 0GJ Apr. 9, 2007, p. 57.
Source: Purvin & Gertz Inc.
Data available in 0GJ Online Research Center.
CRUDE AND PRODUCT STOCKS
—— Motor gasoline ——
Blending Jet fuel, Fuel oils Propane—
Crude oil Total comp.! kerosine Distillate Residual propylene
District 1,000 bbl
PADD 1 13,569 55,796 36,406 9,423 52,301 13,389 2,189
PADD 2 84,518 53,970 22,749 7,845 34,796 1,343 12,979
PADD 3 181,047 71,090 40,636 12,684 40,282 16,808 20,501
PADD 4 14,551 6,444 2,472 587 3,555 255 1842
PADD 5 59,596 28,412 23,451 969 14,582 4,840 —
Mar. 13, 2009.... 353,281 215,712 125,714 31,508 145,516 36,635 36,511
Mar. 6, 2009.. 351,339 212,517 122,149 41,564 145,404 38,132 31,745
Mar. 14, 2008-... 311,759 232,520 115,317 39,373 113,490 37,939 21,314
"Includes PADD 5. 2Revised.
Source: US Energy Information Administration
Data available in 0GJ Online Research Center.
REFINERY REFINERY OUTPUT
OPERATIONS Total
Gross Crude oil motor Jet fuel, Fuel oils Propane—
inputs inputs gasoline kerosine Distillate Residual propylene
District 1,000 b/d — 1,000 b/d
1,195 1,217 2,078 68 355 121 47
3,070 3,061 2,102 154 890 41 194
7,124 6,979 2,835 712 2,235 155 576
533 528 298 25 156 7 158
2,552 2,395 1,555 367 458 142 —
Mar. 13, 2009 14,474 14,180 8,868 1,326 4,094 466 975
Mar. 6, 2009 14,575 14,116 8,539 1,368 4,243 582 980
Mar. 14, 2008* 14,619 14,427 8,678 1,383 3811 631 1,035
17,621 Operable capacity 82.1% utilization rate
'Includes PADD 5. ZRevised.
Source: US Energy Information Administration
Data available in 0GJ Online Research Center.
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0GJ GASOLINE PRICES
Price Pump Pump
ex tax price* price
3-18-09  3-18-09 3-19-08
¢/gal

(Approx. prices for self-service unleaded gasoline)
. . 327.7
152.3 1942 317.6
150.3 192.2 312.8
137.3 198.2 334.9
1435 1951 340.7
154.5 187.1 298.8
122.0 1829 3148
148.8 187.2 3146
Philadelphia.. 150.5 201.2 320.8
Pittsburgh . 160.2 210.9 319.1
Wash., DC 1715 209.9 322.7
PAD | avg 149.2 195.9 3204
Chicago 148.8 213.2 3499
Cleveland.. 1459 192.3 313.3
Des Moines... 146.8 187.2 3178
Detroit ..... 135.3 194.7 3159
Indianapolis.. 131.7 1911 3209
Kansas Cit 148.8 184.8 313.7
Louisville .. 148.7 189.6 335.6
Memphis .. 143.7 183.5 3177
Milwaukee ... 139.8 191.1 313.9
Minn.-St. Paul .. 144.9 188.9 309.8
Oklahoma City .. 1405 1759 313.7
Omaha .. 144.9 190.2 319.9
144.0 180.0 305.1
141.4 176.8 305.3
139.0 182.4 304.3
1429 188.1 3171
Albuguerque 149.7 186.1 308.8
Birmingham....... 144.8 184.1 3187
Dallas-Fort Worth. 143.0 181.4 312.6
Houston ... 139.0 177.4 311.7
Little Rock. 147.4 187.6 3156
New Orleans 1458 184.2 3117
San Antonio.. 144.0 182.4 305.7
PAD Il avg ... 144.8 1833 3121
Cheyenne.. 144.1 176.5 303.5
Denver ... 146.2 186.6 317.6
Salt Lake City 139.9 182.8 3152
PAD IV avg ... 1434 182.0 3121
Los Angeles.. 150.0 217.1 346.5
Phoenix. 164.8 202.2 301.7
Portland 183.4 226.8 3414
San Diego. 165.5 232.6 3584
San Francisco 170.5 237.6 370.6
171.0 226.9 350.4
167.5 223.9 344.8
148.4 194.0 3208
144.0 189.6 303.1
1315 1771 304.5
140.2 185.8 —
2008 to date..... 262.8 306.4 —

“Includes state and federal motor fuel taxes and state
sales tax. Local governments may impose additional taxes.

Source: Oil & Gas Journal.

Data available in 0GJ Online Research Center.
REFINED PRODUCT PRICES
3-13-09 3-13-09
¢/gal ¢/gal
Spot market product prices
Motor gasoline Heating oil No. 2
(Conventional-regular) New York Harbor....... 118.25
New York Harbor 12526 Gulf Coast........occe... 112.75
Gulf Coast........ . 12401
Los Angeles .. 130.76
Amsterdam-Rotterdam- Singapore....
Antwerp (ARA)........ 108.35
Singapore........cc........ 124.67 Residual fuel oil
Motor gasoline New York Harbor....... 83.64
(Reformulated-regular) Gulf Coast ... . 86.02
New York Harbor....... 12514 Los Angeles . 113.07
Gulf Coast........ . . ARA......... 86.24
Los Angeles Singapore.... 88.25

Source: DOE Weekly Petroleum Status Report.
Data available in 0GJ Online Research Center.
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BAKER HUGHES RIG COUNT

3-20-09 3-21-08
Alabama ........ccoooooovvoriiere, 2 5
Alaska 10 7
Arkansas... 47 40
California.. 19 35
Land 19 34
Offshore . 0 1
Colorado... 56 17
Florida 0 0
[llinois... 1 0
Indiana.. 2 2
Kansas.. 22 12
Kentucky 10 11
Louisiana.. 132 139
N. Land... 73 46
S. Inland waters.. 5 17
S.land... 16 27
Offshore . 38 49
Maryland.. 0 0
Michigan .. 0 1
Mississippi " 13
Montana... 2 10
Nebraska.. 0 0
New Mexico.. 39 73
New York.. g 7
North Dakota. 48 56
Ohio.......... 7 12
Oklahoma 116 205
Pennsylvania . 27 21
South Dakota. 0 2
Texas ... 430 879
Offshore . 4 7
Inland wa 1 2
Dist. 1..... 10 30
Dist. 2. 19 39
Dist. 3. 38 57
Dist. 4. 40 84
Dist. 5. 104 190
Dist. 6. 82 125
Dist. 7B 10 35
Dist. 7C 15 53
Dist. 8. 38 123
Dist. 8A 13 23
Dist. 9. 20 35
Dist. 10 36 76
Utah...... 21 40
West Virginia 24 23
Wyoming........ 43 63

Others—NV-5; TN-3; VA-3
2 e 13 1
Total US 1,085 1,784
Total Canada.. 159 328
1,244 2,112
215 3
857 1,433
43 57
1,623 1,767

Rotary rigs from spudding in to total depth.
Definitions, see 0GJ Sept. 18, 2008, p. 42.

Source: Baker Hughes Inc.

Data available in 0GJ Online Research Center.

SMITH RIG COUNT

3-20-09 3-21-08
Proposed depth, Rig  Percent Rig Percent
ft count footage* count footage*
0-2,500 48 20 84 35
2,501-5,000 66 60.6 108 52.7
5,001-7,500 146 19.8 202 222
7,501-10,000 245 24 438 2.7
10,001-12,500 224 3.1 426 4.4
12,501-15,000 218 — 302 0.3
15,001-17,500 120 — 102 —
17,501-20,000 73 — 77 —
20,001-over 34 — 37 —
Total 1,174 70 1776 11

INLAND 12 30

LAND 114 1,691

OFFSHORE 48 55

*Rigs employed under footage contracts.
Definitions, see 0GJ Sept. 18, 2006, p. 42.

Source: Smith International Inc.
Data available in 0GJ Online Research Center.

0GJ PRODUCTION REPORT
13-20-09 3-21-08
1,000 b/d ——
(Crude oil and lease condensate)
22 21
Alaska 730 718
California 659 654
Colorado 65 66
Florida 7 6
lllinois 27 25
Kansas... 107 106
Louisiana 1,449 1,278
Michigan ... 16 16
Mississippi 61 59
Montana.... 90 85
New Mexico... 167 162
North Dakota. 204 143
Oklahoma .. 179 171
Texas.. 1,375 1,336
Utah... 59 55
Wyoming 149 147
All others 69 69
L1 I 5,435 5117
'0GJ estimate. ?Revised.
Source: Oil & Gas Journal.
Data available in 0GJ Online Research Center.
US CRUDE PRICES
3-20-09
$/bbl*
Alaska-North Slope 27° 35.34
South Louisiana Sweet .. 53.00
California-Kern River 13° 45.00
Lost Hills 30°..... 53.70
Wyoming Sweet 38.06
East Texas Sweet... 47.00
West Texas Sour 34 39.75
West Texas Intermedia 4750
Oklahoma Sweet........ 4750
Texas Upper Gulf Coast.. 40.50
Michigan Sour-... 39.50
Kansas Common 46.50
North Dakota Sweet .. 42.75

*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 OGJ Online Research Center.

WORLD CRUDE PRICES

$/bbl! 3-13-09
United Kingdom-Brent 38° 44.04
Russia-Urals 32° ... 43.02
Saudi Light 34°.. 40.18
Dubai Fateh 32° 42.90

Algeria Saharan 44 4553
Nigeria-Bonny Light 37° 46.57
Indonesia-Minas 34°.. 46.17
Venezuela-Tia Juana L 44.46
Mexico-Isthmus 33° 44.35
OPEC basket 43.93
Total OPEC? 4261
Total non-OPEC? 43.28
Total world? 4291
US imports® 42.39

'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'
3-13-09 3-6-09 3-13-08 Change,
bef %
Producing region ............... 698 690 493 416
Consuming region east..... 677 703 649 43
Consuming region west ... 276 288 183  50.8
Total US ......ccorrrrrnrrran 1,651 1,681 1325 246
Change,
Dec.08 Dec.07 %
Total USZ .......................... 2’840 2’879 _1 .4
*Workin% gas. ’Atend of period.
Source: Energy Information Administration
Data available in 0GJ Online Research Center.
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Statistics

Additional analysis of market trends is available
IMPORTS OF CRUDE AND PRODUCTS through 0GJ Online, 0il & Gas Journal’s electronic

information source, at http://www.ogjonline.com.

— Districts 1-4 — — District 5 — Total US
3-20 3-13 3-20 3-13 3-20 3-13 *3-21 0
2009 2009 2009 2009 2009 2009 2008 OIL&GASJOURNAL
1,000 b/d
f 04111112 research center
Total motor gasoline 989 1,149 147 0 1,136 1,149 963
Mo. gas. blending comp. 788 971 12 0 800 97 610
Distillate..... 449 103 0 0 449 103 242
Residual ... 261 231 115 34 376 265 a5 (0GJ CRACK SPREAD
Jet fuel-kerosine .. 38 52 18 103 56 155 41
Propane—propylene 137 367 23 47 160 414 135 *3-27-09 *3-28-08Change Change,
Other 126 (126) 108 53 234 (73) 820 ——§/bbl —— %
Total products........cccconeevreennenns 2,788 2,747 423 237 3211 2,984 3,236 SPOT PRICES
Product val 59.74  117.07 5732 —49.0
Total CrUde . 8,186 8176 | 1198 1004 | 9384 9180 8898  Bontorudo. 3150 10399 5243 805
Crack d 8.24 13.08 484 -37.0
TOtal IMPOFES v 10,974 10923 | 1621 1281 | 12595 12164 12134 IEBSRpIEE
— FUTURES MARKET PRICES
Revised. ; S One month
Source: US Energy Information Administration Product value 6252 119.05 -5653 -475
Data available in 0GJ Online Research Center. Light sweet
crude 5345 10424 5079 487
Crack spread 9.06 14.81 -575 388
Six month
P Eyoﬁuct value 65.28 115.02 4974 432
— ight sweet
URVIN & GERTZ LNG NETBACKS—MAR. 27, 2009 gt s 6040 10128 4188 414
Liquefaction plant Crack spread 5.89 1375  -786 572
Receiving Algeria Malaysia Nigeria Austr. NW Shelf Qatar Trinidad
terminal $/MMbtu *Average for week ending.
Source: Oil & Gas Journal
Barcelona 9.70 6.28 8.95 6.19 8.29 8.88 Data available in 0GJ Online Research Center.
Everett 3.63 1.99 3.33 210 243 3.86
Isle of Grain 398 2.26 349 217 270 351
Lake Charles 1.87 0.41 1.71 0.55 0.68 2.30
Sodegaura 417 6.47 4.43 6.23 5.64 3.68
Zeebrugge 6.30 347 5.35 337 4.08 5.44

Definitions, see 0GJ Apr. 9, 2007, p. 57.
Source: Purvin & Gertz Inc.
Data available in 0GJ Online Research Center.

CRUDE AND PRODUCT STOCKS

—— Motor gasoline ——

Blending Jet fuel, Fuel oils Propane—
Crude oil Total comp.! kerosine Distillate Residual propylene
District 1,000 bbl
PADD 1 13,577 55,907 36,626 9,673 53,042 12,646 2,782
PADD 2 85,705 51,469 22,223 7,586 34,261 1,304 13,197
PADD 3 184,568 72,177 41,100 12,335 39,347 15,679 20,991
PADD 4 14,729 6,401 2,502 589 3,418 266 1820
PADD 5 58,004 28,614 23,416 9,161 13,864 4,919 =
Mar. 20, 2009.... 356,583 214,568 125,867 39,344 143,932 34,714 37,790
Mar. 13, 2009 353,281 215,712 125,714 31,508 145,516 36,635 37,104
Mar. 21, 20082.. 311,847 229,235 114,582 38,006 111,349 38,638 25,412
"Includes PADD 5. “Revised.
Source: US Energy Information Administration
Data available in 0GJ Online Research Center.
REFINERY REFINERY OUTPUT
OPERATIONS Total
Gross Crude oil motor Jet fuel, Fuel oils Propane—
inputs inputs gasoline kerosine Distillate Residual propylene
District 1,000 b/d — 1,000 b/d
1,036 1,057 2,036 76 263 110 |
2,852 2,843 2,112 195 824 44 198
7,338 7,107 2,809 724 1,994 252 631
520 518 277 23 151 10 164
2,705 2,610 1,489 375 481 205 —
Mar. 20, 2009 14,451 14,135 8,723 1,393 3713 621 1,034
Mar. 13, 2009 14,474 14,180 8,868 1,326 4,094 466 975
Mar. 21, 2008* 14,326 14,135 8,539 1,362 3,858 643 1,01
17,621 Operable capacity 82.0 utilization rate
'Includes PADD 5. ?Revised.
Source: US Energy Information Administration
Data available in 0GJ Online Research Center.
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0GJ GASOLINE PRICES
Price Pump Pump
ex tax price* price
3-25-09  3-25-09 3-26-08
¢/gal

(Approx. prices for self-service unleaded gasoline)
. . 327.2
151.4 193.3 317.1
149.4 191.3 312.2
136.4 197.3 334.2
1427 194.3 340.2
153.7 186.3 298.2
120.7 1816 314.2
147.9 186.3 314.1
Philadelphia.. 149.6 200.3 3205
Pittsburgh . 159.5 210.2 318.7
Wash., DC 1708 209.2 3222
PAD | avg 148.3 195.1 3199
Chicago 153.9 218.3 351.2
Cleveland.. 151.0 197.4 315.2
Des Moines... 153.3 1937 82
Detroit ..... 140.1 199.5 317.2
Indianapolis.. 136.2 195.6 3222
Kansas Cit 152.9 188.9 315.2
Louisville .. 152.9 1938 3345
Memphis .. 151.3 191.1 319.2
Milwaukee ... 145.7 197.0 315.2
Minn.-St. Paul .. 150.2 194.2 3139
Oklahoma City .. 147.2 182.6 3145
Omaha .. 150.0 195.3 3216
149.3 185.3 307.0
146.8 182.2 306.4
145.3 188.7 306.0
148.4 1936 318.6
Albuquerque 151.6 188.0 3109
Birmingham....... 146.7 186.0 3208
Dallas-Fort Worth. 145.3 183.7 314.8
Houston ... 141.3 179.7 3138
Little Rock. 148.3 188.5 317.8
New Orleans 147.6 186.0 3145
San Antonio.. 145.7 184.1 307.8
PAD Il avg ... 146.6 185.1 314.4
Cheyenne.. 152.4 184.8 306.4
Denver ... 153.1 1935 323.1
Salt Lake City 146.0 188.9 319.0
PAD IV avg ... 150.5 189.0 316.2
Los Angeles.. 142.5 209.6 350.8
Phoenix. 157.3 1947 307.8
Portland 176.1 219.5 345.7
San Diego. 158.4 2255 362.7
San Francisco 163.4 230.5 3775
163.7 219.6 354.1
160.2 216.6 349.8
149.9 195.5 3225
147.6 193.2 276.1
144.0 189.6 303.1
141.0 186.6 —
2008 to date.... 264.0 307.6 —

“Includes state and federal motor fuel taxes and state
sales tax. Local governments may impose additional taxes.
Source: Oil & Gas Journal.

Data available in 0GJ Online Research Center.
REFINED PRODUCT PRICES
3-20-09 3-20-09
¢/gal ¢/gal
Spot market product prices
Motor gasoline Heating oil No. 2
(Conventional-regular) New York Harbor....... 136.42
New York Harbor Gulf Coast ... 129.67

131.70

Gulf Coast........ .
Los Angeles .
Amsterdam-Rotterdam- Singapore....
Antwerp (ARA)........ 126.06
Singapore........cc........ 138.10 Residual fuel oil
Motor gasoline New York Harbor....... 94.57
(Reformulated-regular) Gulf Coast ... .

New York Harbor.......
Gulf Coast........ .
Los Angeles

Singapore....

Source: DOE Weekly Petroleum Status Report.
Data available in 0GJ Online Research Center.
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BAKER HUGHES RIG COUNT
3-27-09 3-28-09
Alabama ........ccoooooovvoriiere, 2 5
Alaska 9 7
Arkansas... 47 43
California.. . 22 35
Land 21 34
Offshore . 1 1
Colorado... . 55 123
Florida 0 0
[llinois... 1 0
Indiana.. 1 2
Kansas.. 16 12
Kentucky 10 1
Louisiana.. 128 142
N. Land... 70 49
S. Inland waters.. 6 13
S.land... 17 28
Offshore . 35 52
Maryland.. 0 0
Michigan .. 0 1
Mississippi " 14
Montana... 1 12
Nebraska.. 0 0
New Mexico.. 38 70
New York.. 1 8
North Dakota. 46 55
Ohio.......... 7 12
Oklahoma 110 213
Pennsylvania . 27 22
South Dakota. 0 2
Texas ... 413 881
Offshore . 4 7
Inland wa 1 2
Dist. 1..... 10 28
Dist. 2. 16 40
Dist. 3. 40 52
Dist. 4. 40 89
Dist. 5. 100 184
Dist. 6. 75 122
Dist. 7B 9 35
Dist. 7C 15 66
Dist. 8. 41 124
Dist. 8A. 13 22
Dist. 9. 17 36
Dist. 10 32 74
Utah...... 18 39
West Virginia 22 23
Wyoming........ 41 65
Others—NV-5; TN-3; VA-3
A2 s 13 1
Total US 1,039 1,808
Total Canada.. 104 m
1,143 1,979
217 350
810 1,447
41 60
1,623 1,770
Rotary rigs from spudding in to total depth.
Definitions, see 0GJ Sept. 18, 2008, p. 42.
Source: Baker Hughes Inc.
Data available in 0GJ Online Research Center.
SMITH RIG COUNT
3-27-09 3-28-08
Proposed depth, Rig  Percent Rig Percent
ft count footage* count footage*
0-2,500 49 20 76 52
2,501-5,000 63 60.3 112 50.0
5,001-7,500 140 200 214 21.9
7,501-10,000 234 25 429 27
10,001-12,500 220 4.0 439 43
12,501-15,000 206 — 293 —
15,001-17,500 124 — 106 —
17,501-20,000 66 — 76 —
20,001-over 37 — 38 =
Total 1,139 71 1,783 17
INLAND 1 27
LAND 1,080 1,698
OFFSHORE 48 58

*Rigs employed under footage contracts.
Definitions, see 0GJ Sept. 18, 2006, p. 42.

Source: Smith International Inc.
Data available in 0GJ Online Research Center.
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0GJ PRODUCTION REPORT
13-27-09 3-28-08
1,000 b/d ——
(Crude oil and lease condensate)
21 20
Alaska 729 720
California 657 651
Colorado 64 65
Florida 6 6
lllinois 27 26
Kansas... 107 106
Louisiana 1,444 1,283
Michigan ... 16 16
Mississippi 61 60
Montana.... 90 85
New Mexico... 167 162
North Dakota. 205 146
Oklahoma .. 177 171
Texas.. 1,370 1,337
Utah... 59 55
Wyoming 150 148
All others 69 70
L L S — 5419 5127
'0GJ estimate. ?Revised.
Source: Oil & Gas Journal.
Data available in 0GJ Online Research Center.
US CRUDE PRICES
3-27-09
$/bbl*
Alaska-North Slope 27° 35.34
South Louisiana Sweet .. 54.50
California-Kern River 13° 46.30
Lost Hills 30°..... 54.30
Wyoming Sweet 39.38
East Texas Sweet... 48.25
West Texas Sour 34 41.00
West Texas Intermedia 48.75
Oklahoma Sweet........ 48.75
Texas Upper Gulf Coast.. 41.75
Michigan Sour-... 40.75
Kansas Common 47.75
North Dakota Sweet .. 43.50
*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 OGJ Online Research Center.
$/bbl! 3-20-09
United Kingdom-Brent 38° 45.80
Russia-Urals 32° ... 43.96
Saudi Light 34°.. 42.88
Dubai Fateh 32° 4451
Algeria Saharan 44 47.27
Nigeria-Bonny Light 37° 47.94
Indonesia-Minas 34°.. 48.07
Venezuela-Tia Juana Li 46.94
Mexico-Isthmus 33° 46.83
OPEC basket 45.91
Total OPEC? 44.81
Total non-OPEC? 45.01
Total world? 44.90
US imports® 4451
'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'
3-20-09  3-13-09 3-20-08 Change,
bef %
Producing region ............... 709 698 493 43.8
Consuming region east..... 664 677 612 85
Consuming region west ... 281 276 177 58.8
Total US ......ccomnrrrrnrrran 1,654 1,651 1,282 29.0
Change
Dec.08 Dec.07 %
Total USZ .......................... 2’840 2’879 _1 .4
*Workin% gas. ’Atend of period.
Source: Energy Information Administration
Data available in 0GJ Online Research Center.
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Statistics

PACE REFINING MARGINS \W/ORLDWIDE NGL PRODUCTION
Jan. Feb. Mar.  Mar 12 month Change vs.
2008 2009 2009 2008 Change Change, average previous
$/bbl % Dec. Nov. — production — year —
2008 2008 2008 2007 Volume
US Gulf Coast 1,000 b/d %
West Texas Sour .. 1007 941 335 1282 -9.47 —73.9
Composite US Gulf Refinery 1031 764 217 1506 -12.90 —85.6 Brazil .. 82 84 86 85 2 19
Arabian Light... 1266 939 -017 1195 -1211  -1014 Canada 550 624 631 689 —58 -85
Bonny Light 291 055 021 6.21 —5.99 —96.6 Mexico.... 364 349 365 396 =30 =7/
US PADD I United States . 1,604 1,734 1,781 1,776 5 0.3
Chicago (WTI).....oooovriviei 796 668 1.10 10.10 -9.00 —89.1 Venezuela 200 200 200 200 — —
US East Coast Other Western
NY Harbor (Arab Med) 1717 1482 265 824 559 678 Hemisphere................ 200 198 197 203 -6 30
East Coast Comp—RFG .. 1188 1133 6.52 8.29 -1.77 —21.3 Western
US West Coast Hemisphere............... 3,000 3,189 3,260 3,348 —88 -26
Los Angeles (ANS)........ccccovmvrvnies 1432 1049 359 1264 -9.05 716 Norway 273 286 275 285 10 36
NW Europe } : :
Rotterdam (Brent)... 430 379 033 188 155 g5 goedfingdom. e
Mediterranean 10 9 10 10 4 54
R —— 590 443 226 768 542 708 el sty i 57 ag as 7 13
ar East
Singapore (Dubai) .........ccccccoorvve 209 222 -1.06 7.27 -832 1145 s 120 121 422 426 ) 10
. Other FSU ... 150 150 150 160 -10
Source: Jacobs Consultancy Inc. QOther Eastern
Data available in 0GJ Online Research Center. Europe 16 15 15 15 1 36
586 586 587 601 -14  -23
350 365 357 342 15 44
70 70 70 70 — —
Libya ... 80 80 80 80 = =
US NATURAL GAS BALANCE Oty A A SR )
Africa 620 635 634 619 15 24
DEMAND/SUPPLY SCOREBOARD
Saudi Arabia............... 1,353 1,453 1,434 1,440 —6 04
Dec. Total YTD United Arab Emirates. 250 250 250 250 — —
Dec. Nov. Dec. 2008-2007 — YTD — 2008-2007 Other Middle East 835 835 869 870 -2 02
2008 2008 2007 ch;mfge 2008 2007 change Middle East.. 2,589 2,576 2,572 2,560 12 05
c
Australia. 62 64 66 74 -8 108
DEMAND -
Consumption..... . 2389 1855 2392 -3 23253 23047 206 China... 650 G
é)‘(’g;‘r't‘;” tost W R 8 g i el Other Asia—Pacitic - 173 7 176 1 05
(e 61 64 2 N 567 487 85 Asia—Pacific 884 886 878 868 10 1.2
Mexico . 26 26 25 1 363 292 7 TOTAL WORLD. 1,975 8,291 8,359 8,436 =11 0.9
ING ... . 4 4 4 0 50 48 2 ;
Total demand.. . 2590 2143 2,556 34 27,568 27,002 566 Totals may not add due to rounding.
Source: Oil & Gas Journal.
SUPPLY Data available in 0GJ Online Research Center.
Production (dry gas)........ 1,797 1,730 1,688 109 20571 19,089 1,482
gupplementﬁ(ljgas. - 6 5 4 2 55 63 -8
torage withdrawal......... 615 251 632 =17 3,367 3,325 42
IMPpOTts...... . 379 321 397 18 3976 4608 —632 []XYGENATES
Canada . 341 292 372 =31 3581 3783 202
Hl\lexico 7 6 4 3 43 54 -1 Dec. Nov. YID YTD
,,,,, 31 23 21 10 352 771 419
Total SUPPIY oo 2797 2307 2721 76 21,969 27,085 884 2008 2008 c'"’;‘%go bl 2008 2007 Change
NATURAL GAS IN UNDERGROUND STORAGE
Dec. Nov. Oct. Dec. Fuel ethanol
2008 2008 2008 2007 Change Production.. 20,342 20,054 288 219,927 154,416 65,511
bef 14219 15227 -1008 14,219 10,509 3710
Base gas 4,229 4,231 4,235 4,234 -5
Working gas 2,840 3,346 81898 2,879 -39 MTBE
Total gas 7,069 1571 7,634 7113 —44 Production.. 1,263 1,236 27 17,319 22847 5528
e L R Stocks .. 1,455 649 806 1455 1015 440

Data available in 0GJ Online Research Center. S 000 2 Rl S bl

Data available in 0GJ Online Research Center.

US HEATING DEGREE—DAYS

2009 %
change Total degree—days % change
Feb. Feb. from ——— July 1 through Feb. 28 — from
2009 2008 Normal normal 2009 2008 Normal normal
New ENgland..........cooocoooviiiiies 1,029 1,019 1,060 -29 4,927 4,523 4,768 33
Middle AtANTIC ... 931 940 983 -53 4,390 3,905 4,332 1.3
East North Central 1,021 1,153 1,061 -38 5,062 4,630 4,835 47
West North Central..........cocooeeeriiorionciionecsenes 1,028 1,225 1,078 —4.6 5,246 5123 5,163 1.6
South Atlantic 503 439 507 —08 2271 1,943 2,233 20
East South Central ... 586 586 523 12.0 2,858 25577 2,853 0.2
West South Central... 297 362 414 -28.3 1,711 1,721 1,912 -10.5
Mountain.... 699 770 737 -5.2 3,467 3,708 3,835 -96
PACIIC ... 480 474 439 9.3 2,051 2,322 2,256 -91
US average* 01 736 132 -4.2 33711 3,190 3,388 -03
*Excludes Alaska and Hawaii.
Source: DOE Monthly Energy Review.
Data available in 0GJ Online Research Center.
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Your marketplace for the oil al-rd 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: $390 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.

‘Want to purchase minerals and other oil/gas
interests. Send details to: P.O.Box 13557,
Denver, CO 80201.

SAVEYOUR CASH
(DRILL MORE WELLS)

“CONTRACT FOR ASSIGNMENT”
SAVETHAT HIGH LEASE COST OF YOUR A EE.( 20-
25%) 80% N.R.I.

WE'LL PUT UP OUR LEASE FOR OUR PART OF
THE DEAL OR YOU CAN PAY FOR THE LEASE WITH
A PRODUCTION PAYMENT. A WINNER FOR ALL,
ESPECIALLY FOR INVESTORS.

NO WELL--NO COST--HOT AREAS. DETAILS M.
MORRISON
405/848-3774

LOOKING FOR INVESTOR
308 million barrels proven. Geologist
say 500 million plus potential recovery.
503-253-7400, Fax 503-253-8888
Email: diamonda@teleport.com

EQUIPMENT FOR SALE

SURPLUS GAS PROCESSING/REFINING

EQUIPMENT
NGL/LPG PLANTS: 10 - 600 MMCFD
AMINE PLANTS: 60 - 5000 GPM
SULFUR PLANTS: 10 - 1200 TPD
FRACTIONATION: 1000 - 15,000 BPD

HELIUM RECOVERY: 75 & 80 MMCFD
NITROGEN REJECTION: 25 — 80 MMCFD
ALSO OTHER REFINING UNITS
We offer engineered surplus equipment solutions.

Bexar Energy Holdings, Inc.
Phone 210 342-7106
Fax 210 223-0018
www.bexarenergy.com

Email: info@bexarenergy.com

3100 ft 2 3/8 tubing and packer. Menard Co., West
TX, in hole one year. you-pull, $2/foot. 713-302-

6320
( Water, Oil and Gas \
Treatment/Conditioning

Equipment

Producing Solutions

For Sale, Lease, Contract Service
Separators, Hydrocyclones, Float Cells, Filtration,
Electrostatic Oil Treaters, Amine Units, Glycol Units,
JT-Plants, Refrigeration Units, LACT Units

For Information Call 713.849.7520

\ www.NATCOGroup.com y
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o UNDISPLAYED CLASSIFIED: $4.00 per word per issue. 10% discount for three or
more CONSECUTIVE issues. $80.00 minimum charge per insertion. Charge for
blind box service is $56.00 No agency commission, no 2% cash discount.

Centered/Bold heading, $9.00 extra.
e COMPANY LOGO: Available with undisplayed ad for $83.00. Logo will be centered

above copy with a maximum height of 3/8 inch.
o NO SPECIAL POSITION AVAILABLE IN CLASSIFIED SECTION.

e PAYMENT MUST ACCOMPANY ORDER FOR CLASSIFIED AD.

BUSINESS OPPORTUNITY EQUIPMENT FOR SALE CONSULTANTS

FOR SALE / RENT

5.2 MW MOBILE GEN SETS
CALL: 800-704-2002

SOLAR
TAURUS 60

« GAS - LOW NOx (OIL)
¢ 60 Hz - 13.8KV or 50 Hz - 11KV
« LOW HOUR - SOLAR SERVICED

DIESELS * TURBINES * BOILERS

24/7 EMERGENCY SERVICE
IMMEDIATE DELIVERY

www.wabashpower.com | info@wabashpower.com

Phone: 847-541-5600 Fax: 847-541-1279

wabash::
EQUIPMENT CO.

444 Carpenter Avenue, Wheeling, IL 60090

PLANT DISMANTLING
PROCESS EQUIPMENT

Nationwide Service e REFINERY
Superior HSE Record
$22 Million Insurance
(P B e BTy s (el © PETROCHEMICAL

RO LIGETCEICRSC I o TERMINAL
MIDWEST STEEL

Preferred Contractor

® GAS PLANT

to the World’s Leading
Oil & Gas Corporations

(713) 991-7843
Midwest-Steel.com

REAL EST

Country Club living in our northern NM
mountain paradise! Ski, golf, hunt, fish, ride,
hike, bike and tennis included. In Angel Fire,
opportunity is knocking!

Call now 575 377 2885 Jerry or Mike.
www.haciendaclubrealestate.com

TWO NEW MEXICO CATTLE
RANCHES (DEER,ELK)
6000 acres for $750,000
near the Az. line,106hd
12,000 acres for $1,500,000 (181hd)
photos and info avail. nonidad@aol.com

Brazil: EXPETRO can be your guide into
this new 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

EMPLOYMENT

PETROLEUM ENGINEER
Denver, CO oil and gas E&P company seeking expe-
rienced Petroleum Engineer. Must have experience
with drilling, downhole completions, workovers,
permitting; working knowledge of reservoir engi-
neering, drilling and geology sufficient to support
management team on prospect evaluations and de-
velopment options. Completions, field experience
required. Position oversees drilling and production
operations for fields in Rocky Mountain region.
Minimum B.S. in Petroleum Engineering, five years
of operations, drilling and production experience is
preferred. Salary DOE. Please fax resume and cover
letter to 303-850-7498 or
email t.burns@grynberg.com.
SUB-SEA ENGINEER JOBS in Controls, Pipelines,
Diving / Inspection CHEMICAL / PROCESS
ENGINEER in Oil&Gas and Flow Assurance. Good
Salary. Check our web (@ www.seaengineeropp.com
CITGO Petroleum Corporation seeks General
Manager, Communications, Relations and Corporate
Social Responsibility to work in Houston, Texas, TX.
Candidate must have a Bachelor’s degree in Public
Relations, Communications, or Political Science and
10 years of related experience. Spanish required.
Email resume to employment@citgo.com . Must put
job code 55169 on resume.
Weatherford in Houston TX seeks Global Borehole
Imaging Advisor. Req’s.: Bach in Geology, Geol.
Eng. or Geochem + 8 yrs in job or providing tech
support in reservoir characterization & borehole
imaging. Please fax or e-mail resume to HR at
713-693-7838 or Alison.Sronce@weatherford.com
TOTAL E&P USA, Inc. has an opening for the
following positions in Houston, TX: Research
Geophysicist (Job Code — 34094) Finds and imple-
ments solutions to complex geophysical problems
on assigned research projects. Staff Geologist (Job
Code — 26771) Participates in various projects and
jobs within the Geoscience Division. Production
Engineer (Job Code — 32461) Conducts production
studies. Please submit resumes to: TOTAL E&P USA,
Inc., Attn: A. Hampton, 1201 Louisiana, Suite 1800,
Houston, TX 77002. No telephone calls or any other
calls from outside vendors. Resumes failing to refer-
ence job codes will not be considered. EOE
Operator wanted - 690 Ac lease, four wells tested
gas from Strawn, W. Texas, 10.83%, $10,000 plus
one shallow well plugging liability. 713-302-6320
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EMPLOYMENT

2 Endowed Professor
Positions in

Petroleum
J Engineering

O ne position will be filled by a candi-
date with expertise in drilling engineering
who will be expected to carry outresearch
and teaching in the area of drilling. The

successful candidate will have primary e 2007 International Petroleum Encyclopedia
oversight and responsibility for the new

Interactive Drilling and Well Control ° Petm/eym Refining in Nontechnical Language,
Simulator made available by National 3rd Edition
Oil Well VARCO on the University of » D&D Standard Oil & Gas Abbreviator,

Oklahoma campus, with a targeted ..
opening Fall 2009. Applicants for this 6th Edition

position must have an earned doctorate e And other petroleum industr‘y titles
in Petroleum Engineering or a related

field.

PennWell Books now offers a selection of
petroleum industry-related ebooks!

You can have the information you need at
The second position requires a hand when vou need it!
candidate with superior skills in the field y
of natural gas engineering and energy

management, outstanding professional

¢ Buy your ebook and start reading without

or academic stature, personal energy
and interest to further develop education-
al programs in natural gas production,
exploration, distribution, and refining.
This person should have the ability and
experience to lead multidisciplinary teams
and work with business and professional
leaders. Applicants with exceptional
industry experience but without a Ph.D.
will also be considered for this position.

Duties include teaching undergraduate
and graduate courses, advising and
mentoring students, performing research
and actively participating in both Univer-
sity and professional service activities.

Qualified applicants are requested
to submit cover letter, resume and
references to Faculty Search, MPGE

leaving your chair

¢ Read your ebook online or download it to
your computer

¢ Bookmark your most-referenced pages

¢ Make digital notes

¢ Easily search for key phrases

¢ No special device needed
— just install the iMirus reader software on

your computer

Penn\WWell ebooks are available individually or via
site license for corporations, libraries, colleges
and universities. Call 1.800.745.3911 for
more information about site licenses.

University of Oklahoma, 100 East Boyd,
SEC T-301, Norman OK 73019. Email:
mpge@ou.edu. For more information
call 405.325.2921.

Initial Screening begins April 1, 2009.
The University of Oklahoma is an Equal
Opportunity/Affirmative Action employer.

Women and minorities are encouraged .
to apply. powered by iMirus.

MEWBOURN];fSCHOOL : E@

Petroleum & Geological Engineering
iversity'of Okl

The L

Visit our website to see the complete selection of eBooks,
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Advertising Sales

Houston

Director of Sales, Tripp Wiggins; Tel: (713) 963-6244,
Email: trippw@pennwell.com. Special Consultant,
Strategic Accounts, Bill Wageneck; Tel: (713) 397-3068;
Email: billw@pennwell.com. Regional Sales Manager,
Marlene Breedlove; Tel: (713) 963-6293, E-mail: marle-
neb@pennwell.com. Regional Sales Manager, Mike Moss;
Tel: (713) 963-6221, E-mail: mikem@pennwell.com.
PennWell - Houston, 1455 West Loop South, Suite 400,
Houston, TX 77027. Fax: (713) 963-6228

South/Southwest /Texas/Northwest/Midwest/Alaska
Marlene Breedlove, 1455 West Loop South, Suite 400,
Houston, TX 77027; Tel: (713) 963-6293, Fax: (713) 963-
6228; E-mail: marleneb@pennwell.com.

Northeast/Texas/Southwest
Mike Moss, 1455 West Loop South, Suite 400, Houston,
TX 77027; Tel: (713) 963-6221, Fax: (713) 963-6228;
E-mail: mikem@pennwell.com

Louisiana/Canada

Bill Wageneck, 1455 West Loop S. Ste. 400, Houston,
TX 77027; Tel: (713) 397-3068, Fax: (713) 963-6228;
E-mail: billw@pennwell.com

Scandinavia/Denmark/The Netherlands/Middle
Bast/Africa

David Betham-Rogers, 11 Avenue du Marechal Leclerc, 61320
Carrouges, France; Tel: 33 2 33 282584, Fax: 33 2 33 274491,
E-mail: davidbr@pennwell.com.

United Kingdom

Linda Fransson, Warlies Park House, Horseshoe Hill
Upshire, Essex EN9 3SR, United Kingdom Tel: +44 (0)
1992 656 665, Fax: +44 (0) 1992 656 700; E-mail: lindaf@

pennwell.com.

France/Belgium/Spain/Portugal/Southern

Switzerland/Monaco

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

Germany/Austria/Northern/Switzerland/Eastern

Europe/Russia/Former Soviet Union

Sicking Industrial Marketing, Kurt-Schumacher-Str. 16,
59872, Freienohl, Germany. Tel: 49 (0) 2903 3385 70, Fax:
49 (0) 2903 3385 82; E-mail: wilhelms@pennwell.com,
www.sicking.de <http://www.sicking.de> Andreas Sicking

Japan

e. x. press Co., Ltd., Plama Building, 2F, 2-13-8,
Nihonbashi Kayabacho, Chuo-ku, Tokyo 103-0025, Japan,
Tel: 81 3 3556 1575, Fax: 81 3 3556 1576; E-mail: mana-
mi.konishi@ex-press.jp; Manami Konishi.

Brazil

Grupo Expetro/Smartpetro, Att: Jean-Paul Prates and
Bernardo Grunewald, Directors, Ave. Erasmo Braga 22710th
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From the Subscribers Only area of

Salazar: It's not
war on oil and
gas; it's taxation

In case anyone finds the difference be-
tween war and larceny puzzling, US Interior
Sec. Ken Salazar offers help.

“This is not, as some have suggested, a
war on the oil and gas industry,” Salazar as-
sured directors of the American Petroleum
Institute Mar. 19.

“This,” according to the secretary’s
analysis in a prepared text, is President Ba-
rack Obama’s program of change: “Restor-

h e Editor ' s

erspective
by Bob Tippee, Editor

ing honesty and fiscal responsibility to the
budget. Making hard choices. Seeing where
we can get a better deal for the American
taxpayer.”

Troubling words, these.

According to Salazar, “Interior has not
systematically reexamined how the federal
government is compensated for extraction
of oil and gas for over 25 years.”

So it must have tumbled by accident
into its January 2007 increase in the royalty
on deepwater leases to 16.67% from 12.5%.
But who's to quibble?

“We are going to take another look
at royalty rates,” said the cabinet officer
who, since taking office, has been busily
trimming producer access to federal land,
onshore and off.

“Tax breaks that are no longer needed,
and which the American people can’t af-
ford, will disappear,” he went on.

This, of course, already is clear in a
proposed federal budget that would, if
enacted, use the tax code to ravage invest-
ment in onshore drilling and impose a new
offshore excise.

Two days before Salazar spread his
cheer in the APl boardroom, Mary L.
Kendall, Interior’s acting inspector general,
spoke at a congressional subcommittee
hearing of the insufficiency of pressure on
federal offshore leaseholders to produce oil
and gas.

“Production activities are not required
to commence within the primary lease
term,” she said, keeping alive the “use-it-or-
lose-it” issue that reared its ludicrous head
last year (OGJ Online, Mar. 18, 2009).

There is, in fact, no reason for leases
to stipulate production. The money and
trouble invested in offshore leases consti-
tute all the incentive leaseholders need to
produce oil and gas.

Alas, the Obama team evidently
distrusts market incentives and sees no
contraction in policy inducements to rush
oil and gas production from a static lease
inventory for less money.

But, hey, it's not war.

(Online Mar. 20, 2009: author’s e-mail:
bobt@ogjonline.com)

76

Previous Page | Cont

OIL&GAS JOURNAL.

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

www.ogjonline.com

Market Journal by Sam Fletcher, Senior Writer

Economic outlook remains cloudy

In the final days of March, market analysts saw some indications that the eco-
nomic crisis might be nearing bottom and could perhaps rebound in the second half
of this year.

The Commerce Department reported that consumer spending increased by 0.2%
in February. Analysts at Pritchard Capital Partners LLC, New Orleans, noted Mar.

20 that crude prices had gained more than $20/bbl, or 59%, from earlier lows of
$33.98/bbl, while Department of Energy data for 2 of the previous 3 weeks showed
increased US demand from 2008 levels. The average US retail price for conventional
gasoline climbed to $2/gal for the first time since November.

Still, Adam Sieminski, chief energy economist, Deutsche Bank, Washington, DC,
said, “The global economy is in worse shape than the consensus expects, but...
the world can avert a 1930s style downturn. We expect the energy and industrial
metals complex eventually will be the major beneficiaries of an improving economic
outlook.”

In its Mar. 30 weekly report, the Centre for Global Energy Studies (CGES) said
Mideast Gulf liftings are at a 6-year low, averaging 16.4 million b/d in March, down
more than 1.5 million b/d from last year’s high. Most of that falloff has occurred since
December, but the long lead-time between oil being lifted in the Middle East and
arriving off the coasts of consumer countries means the full impact of production
reductions has yet to be felt in North America and Europe.

However, CGES analysts see “little clear evidence” that producers have been
turning customers away. Qil supplies still in floating storage “suggests producers
have cut production in response to falling demand from refiners,” they said. Al-
though the Organization of Petroleum Exporting Countries remains committed to the
lower production quotas agreed in December, CGES analysts said, “It is unlikely that
Mideast Gulf liftings will fall much further, as the Gulf Arab states are already near
full compliance, while Iran is unlikely to cut its output much further.”

Inventories rising

Meanwhile, inventories of crude and petroleum products continued rising this
year in the US, EU16, and Japan but remain below the levels of 2006-07. Increased
domestic production has increased US crude stocks despite a drop in imports.
“Crude oil stocks in Europe and Japan fell by 7 million bbl in January and February
and are down by a further 10 million bbl in Japan, where the economy is shrinking at
a rate not seen since the 1970s,” CGES said. Imports will fall further as OPEC reduc-
tions progress down the supply chain.

“Refined product stocks have risen as demand has weakened, but this is eas-
ing as refiners cut runs in response to weak margins. If weak margins persist and
throughput continues to be low, any upturn in demand could see refined product
stocks begin to fall from current highs,” CGES reported.

Global refining runs historically decline from January through April or May, as re-
finers in the US and Europe do seasonal maintenance in preparation for the summer
months, when demand for gasoline is dominant. But this year, CGES said, January
throughputs in major refining centers were down more than 2.5 million b/d (5%)
from a year ago because of poor profit margins due to the sharp falloff in demand.

“Even a 700,000 b/d increase in February, primarily in Europe, leaves runs 1.7 mil-
lion b/d (3%) down on the same month last year. It seems unlikely that this upward
trend will continue, with major refiners in the US and Asia announcing extended
maintenance closures and run cuts in the second quarter,” said CGES analysts.

Meanwhile a sharp drop in middle distillate margins in major refining centers
suggests that demand for diesel, a key indicator of economic activity, is shrinking
globally. Gas oil stocks in Singapore are climbing due to increased exports from
China, South Korea, and Japan. “Chinese state refiners will be allowed to export
680,000 tonnes of diesel tax-free in the second quarter to help reduce Chinese
stocks,” CGES reported. “Independent gas oil stocks in Rotterdam have risen to
around 17 million bbl as supplies from Russia increase and European demand for
heating fuels drops. US distillate stock levels fell in the week ending Mar. 20 . .. but
are still well above the 5-year average. Until economic activity picks up, or refinery
throughputs fall even further, margins will remain weak.”

Jacques H. Rousseau, an analyst at Soleil-Back Bay Research, reduced his esti-
mates of 2009 earnings at six refining companies primarily due to the sharp decline
in refining margins in March and the potential for increased gasoline imports during
this year’s second quarter.

(Online Mar. 30, 2009; author’s e-mail: samf@ogjonline.com)
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Oil tor tomorrow

THE PROMISE. THE PRACTICE

Technologies developed for the oil sands and heavy oil resources of Alberta are vital to more than tomorrow’s oil supply. They represent
solutions to problems encountered throughout the oil industry.

While it finds solutions to these problems, the oil sands and heavy oil industry develops an unconventional resource that indeed
represents oil supply crucial to many tomorrows.

Progress in the oil sands and heavy oil producing regions of the world means progress in the entire oil industry...and in a world that
needs oil.

The 0il Sands and Heavy Qil Technologies Conference & Exhibition is the premier forum for the people who make that progress possible.

Don’t miss this opportunity to meet leaders of this important industry. Join PennWell Petroleum Events for the 3rd annual conference
and exhibition.

2009 INDUSTRY SPONSORS
Track Sponsors: Conference Notepad Delegate Bag Sponsor: Proceedings Sponsor:
and Pen Sponsor:
AL s B . an, N Champion
illi VEOLIA
B‘I-\Ill(lg}-lis ConocoPIg:!!LEf A >> Technologles' O WATER

Solutions & Technologies

Now is the time to register for the Qil Sands and Heavy Qil Technologies Conference & Exhibition — Register by June
12, 2009 and Save US$170!

There are additional savings when you register more than five people from your company.

REGISTER NOW AND SAVE!

Register and pay by June 12, 2009, and save US$170 on your individual full conference* registration.
Pre-Conference registration paid by June 12, 2009 US$825

Registration paid after June 12, 2009 US$995

*Includes admittance to all technical sessions, entrance to exhibit hall, daily luncheons and coffee breaks, reception.

WE OFFER 3 EASY WAYS TO REGISTER.

FAX: Direct: +1 918 831 9161 | Toll-Free: +1 888 299 8057

MAIL: 0il Sands and Heavy Qil Technologies Conference & Exhibition 2009
Registration Department | 1421 South Sheridan Road | Tulsa, OK 74112-6600 USA

WEB: www.oilsandstechnologies.com
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ATTENDANCE BY INDUSTRY LEADERS

The

0il Sands and Heavy Oil Technologies Conference attracts a senior level audience from across the spectrum of oil sands

professionals. Industry professionals expected to attend include:

Engineers and managers who work on oil sands and heavy oil development projects

Field supervisors who must understand the complexities and parameters of oil sands and heavy oil production, processing,
and transportation

Operations planning personnel involved in planning and scheduling oil sands and heavy oil development projects worldwide
Engineering staff and management involved in oil sands and heavy oil development decision-making

Suppliers of equipment or services for oil sands and heavy oil development, processing, or transportation

Consulting companies that advise clients on current industry standards or oil sands and heavy oil development trends
Business development managers pursuing oil sands and heavy oil business opportunities

Companies that provide cogeneration equipment and/or combustion turbine equipment

Independent electricity generators interested in oil sands cogeneration opportunities

Transmission companies interested in oil sands and Alberta electricity markets

EVENT OVERVIEW

A gathering of the world’s leading executives, managers, and engineers from a variety of energy, environmental, and

engineering companies

Original reports on the current and future state of technology and environmental remediation in this frontier environment
delivered by key personnel involved in groundbreaking projects
A renewed focus on oil sands technology and equipment, viewed at the strategic level with case studies and reports on

application technologies

Geopolitical and economic evaluations of the future of oil sands and heavy oil around the globe with input from major,

independent, and state owned operators

TECHNICAL FOCUS AREAS
e |n Situ and SAGD Operations Extraction and Upgrading
e Reservoir Characteristics and Fluid Elements of Surface Mining
Properties Technological Competencies

Steam Injection

Completion Technology, Strategies,
and Techniques

Modular Construction

Water Management

Pipeline Development

Refinery Expansion and Modification
Toe-to-Heel Air Injection

Alternate Fuels

Innovative Technology/
Technological Challenges

Coke Gasification

— Research and Innovation

Project Management and Planning
Environmental, Health and Safety
Stewardship

Reliable and Cost Efficient Operations
Regulatory Environment

Marketing and Transportation
Accounting and Legal Parameters
Engineering Design

Combined Heat and Power/
Cogeneration Technologies
Economic Benefits of Cogeneration

Sizing Cogeneration Facilities
Cogeneration vs. Stand-Alone
Electricity and Steam Production
Transmissions Issues/Initiatives
Remedial Action Scheme (RAS)
Alberta Electricity Capacity

and Market

Combustion Turbine Technologies
Sulfur Management

Nuclear Power

Byproduct Management
Construction Optimization
Emission Clean-up

€0, Management

Upgrading
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SCHEDULE OF EVENTS
MONDAY, JULY 13, 2009
12:00 p.m. — 6:00 p.m. Registration Open; Exhibit Hall Foyer
1:00 p.m. — 6:00 p.m. Exhibitor Move-In; Exhibit Hall

TUESDAY, JULY 14, 2009

7:00 a.am. — 6:00 p.m. Registration Open; Exhibit Hall Foyer

8:00 a.m. — 3:00 p.m. Exhibitor Move-In; Exhibit Hall

8:00 a.m. —12:30 p.m. Workshop; Lower Level TELUS 105 (additional registration required)
12:30 p.m. — 1:30 p.m. Workshop Q&A and Lunch

3:00 p.m. — 5:00 p.m. Keynote Session; Hall E

5:00 p.m. — 6:00 p.m. Networking Reception; Exhibit Hall

5:00 p.m. — 6:00 p.m. Exhibit Hall Open

WEDNESDAY, JULY 15, 2009

7:30 a.m. — 5:30 p.m. Registration Open; Exhibit Hall Foyer
8:00a.m. — 8:30 a.m. Networking Breakfast, Exhibit Hall Foyer
8:30 a.m. —10:00 p.m. Conference Session 1; Lower Level Meeting Rooms
10:00 a.m. — 6:15 p.m. Exhibit Hall Open
10:00 a.m. —10:45 a.m. Coffee Break; Exhibit Hall
10:45a.m. —11:45a.m. Conference Session 2; Lower Level Meeting Rooms
12:00 p.m. — 1:30 p.m. Lunch; Back of Exhibit Hall
1:30 p.m. — 3:00 p.m. Conference Session 3; Lower Level Meeting Rooms
3:00 p.m. — 3:45p.m. Coffee Break; Exhibit Hall
3:45p.m. — 5:15 p.m. Conference Session 4; Lower Level Meeting Rooms
5:15p.m. — 6:15 p.m. Networking Reception; Exhibit Hall

THURSDAY, JULY 16, 2009

7:30a.m. — 1:00 p.m. Registration Open; Exhibit Hall Foyer

8:00a.m. — 8:30 a.m. Continental Breakfast, Exhibit Hall Foyer

8:30 a.m. —10:00 a.m. Conference Session 5; Lower Level Meeting Rooms
10:00 a.m. — 1:00 p.m. Exhibit Hall Open
10:00 a.m. —10:30 a.m. Coffee Break; Exhibit Hall
10:30 a.m. —12:00 p.m. Conference Session 6; Lower Level Meeting Rooms
12:00 p.m. — 1:00 p.m. Lunch; Exhibit Hall

1:00 p.m. — 2:30 p.m. Closing Plenary Session

1:30 p.m. — 8:00 p.m. Exhibitor Move-Out; Exhibit Hall
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EXHIBITS
Exhibitors benefit directly from PennWell’s experience in producing technical conferences and exhibits, receiving a well-managed
opportunity to:
e |ncrease brand awareness of your e Launch new products
products or services e Meet customers face to face
o Raise your company profile o Stay ahead of competition
e Reach one of the fastest growing e Build meaningful relationships

segments of the oil and gas industries e Source new suppliers

Your participation as an exhibitor will enable you to enhance your marketing efforts by:

e Sending client invitations for free admission to the exhibit floor
e Providing better visibility and reference with listings online and in the Show Guide — including company contact information
and a 30-word description of your company

INVESTMENT

Exhibit rates are US$42.00 per square foot (min. 10 ft. x 10 ft. of exhibit space). Space includes one full conference registration
and two booth staff personnel passes.

This rate includes an obligatory presence in the enhanced Oil Sands and Heavy Qil Technologies 2009 online show catalogue and
customer management system which will be charged at the flat rate of US$275 per exhibitor. Included in this basic listing is a
powerful interactive online directory.

This fully searchable directory will give buyers access to your information pre and post event. This package includes descriptions
and photos of up to five products, a 30-word company description and full contact details.

SPONSORSHIPS

Build on your show presence with a variety of visibility-enhancing sponsorships. Each provides a powerful way to leverage your
marketing efforts and build quality traffic.

Sponsorships include:

e Host/Platinum Event Sponsor e Opening and Day 1 Receptions e (Coffee Breaks
e Gold/Silver/Bronze Sponsor e Conference Proceedings CD—ROM e Online Registration Page
e Cyber Café ¢ Continental Breakfast and Luncheons
www.QilSandsTechnologies.com 5
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2009 ADVISORY BOARD

Steve Blankinship Power Engineering Derek Macdonald Alstom Canada

Paul Brown Equinox Engineering Peter McAleer Tundra Solutions

Mark T. Cerny Babcock & Wilcox Canada Randy McGill Siemens Canada Limited
Satinder Chopra Arcis Guntis Moritis 0il & Gas Journal

Louis Chow Marathon Oil Canada Corporation Dr. Michael Oballa  NOVA Chemicals Corporation
Keng Chung Well Resources Sudhir Parab ConocoPhillips

Gerard E d’Aquin Con-Sul, Inc. Tom Prokop Suncor Energy

John R. Deal Hyperion Power Generation Roger Smith Jacobs Consultancy Canada

Magdy Abdel Hay MacPhail School of Energy Ronald Tabery TXCO Resources
— SAIT Polytechnic

Jim Hyne HYJAY Research and Development

Bob Tippee 0il & Gas Journal

Hieu Tran Petro-Canada
Dr. Shunlan Liu Alberta Energy Research Institute

2008 DEMOGRAPHIC INFORMATION

Results of the 2008 on-site survey confirm QOil Sands and Heavy Oil Technologies as a leading industry event. Results are from
those polled.

ATTENDEES BY AREA OF INTEREST ATTENDEES BY JOB FUNCTION
5% g% 1% 7%
12% ® Financial - 5%
Drilling — 8%
® Pipeline/Transportation — 9%
©® Gas Processing — 9%
® Petrochemical — 10%
Exploration — 12%
® Refining — 14%
Production — 21%
® Other - 12%

® Superintendent/Field
Professional/Foreman —1%

Purchasing/Consulting — 7%

Management — 31%

Engineering/Technical/
Geoscience — 46%

Other — 15%

31%
9%

10%

14% 12%

ATTENDEES BY COMPANY TYPE ATTENDEES BY PURCHASING AUTHORITY
1% 2% 79 13%
12% ® Financial - 1%
Contractor — 2% © Specify - 13%
1% ® Government/Library/ ©® Approve - 15%

® Recommend — 24%
® None - 48%

Education - 7%
©® Engineering/Construction — 9%
® Consulting Company — 11%
23% Service/Supply — 23%
® (Qil/Gas Company — 35%
® Other—12%

48%
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2009 PRE-CONFERENCE WORKSHOP

AN INTRODUCTION TO OIL SANDS & HEAVY OIL INDUSTRY,
TECHNOLOGY & ECONOMICS

This workshop is an in depth introduction to the Oil Sands industry. It covers key areas of bitumen recovery and processing to transportation
fuels. Then we review the industry economics, more urgent an issue in the recent economic downturn. On the environmental side, we’ll

compare some of the passionate myths with reality: what has the industry done since the 1970s, and what are they doing now?

Date: July 14,2009 |

Registration Fee: ~ USD495

ABOUT THE INSTRUCTOR

COURSE OUTLINE

7:00 - 8:00 a.m.

8:00 — 10:00 a.m.

Sessions 1 -5

Time: 8:00 a.m. - 1:00 p.m. |

Instructor: Len Flint, LENEF Consulting (1994) Limited

Dr. Len Flint is President and Principal Consultant of LENEF Consulting (1994) Limited, Calgary, with experience in a wide
range of oil sands projects, from the design of operating units to high-level research and development. Before founding
his consultancy, Dr. Flint worked for 25 years with Shell Canada Limited.

He holds a B.Sc., D.I.C., and PhD in chemical engineering from the University of London, England.

Registration & Continental Breakfast

¢ [ntroductory Remarks & Summary of Session e
—What to cover
— Terminology - “HC-101"

e What is Bitumen?
— Quality versus Conventional Crudes
— Quick History of Development
Landmarks o
— Production Projections
— Markets

10:00 — 10:30 a.m. Coffee Break

Bitumen Recovery

— Mining

— Thermal “in situ”

— Recovery Costs

— Alternatives to Natural Gas Use
— New Technologies being Piloted

e Upgrading
— Original Coker-based Upgraders
— Natural Gas Use and Impact
— New Approaches to Upgrading
— Hydrogen Management
— By-products

Why Upgrade?
— Field Upgrading: Moving to Markets
— Synthetic Crude — Past and Future

10:30 — 12:30 p.m. Sessions 6 - 9

¢ Qil Sands Industry Economics
— Reminder of the Markets
— Recovery & Upgrading — Project Economics
— The Impact of New Royalty Proposals
— Government and Industry: Who Gets What?
— Key Drivers to Reduce Costs

e Where to Upgrade
— Changing Costs in Alberta
— Greenfield Costs versus Expansions
— Canada versus U.S. Refineries
— Current Plans
— Are There Conclusions We Can Draw?

12:30 - 1:30 p.m. Q&A and Lunch

¢ Environmental Challenges
— 0il Sands and the Environmental Groups
How does the industry compare with other energy sources, and how
are we meeting the challenges in key areas:
—The Carbon footprint
— Water
— Mining -based tailings and Land Management

e Summary
— Overview of Key Points in each Section

OIL&GAS
JOURNAL
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2009 CONFERENCE PROGRAM DETAIL

TUESDAY, JULY 14, 2009

3:00 p.m. - 5:00 p.m. KEYNOTE SESSION

Robert J. Mason, CA, CFA — Managing Director, Head of Qil Sands, Investment Banking
Global Energy & Power Group, TD Securities Inc.

The Honorable Mel Knight — Minister of Energy — Alberta (Invited)

Clement W. Bowman — Chairman of the Board, ProGrid Ventures Inc.
Founding Chairman, Alberta Qil Sands Technology and Research Authority

5:00 p.m. —6:00 p.m. EXHIBIT HALL NETWORKING RECEPTION

WEDNESDAY, JULY 15, 2009

8:00 a.m. - 8:30 a.m. NETWORKING BREAKFAST

SESSION 1 8:30 a.m. — 10:00 a.m.

Mass and Heat Balance Approach for Oil Sand Flowsheets

Ahmed Salama — Natural Resources Canada

The paper presents an approach for oil sands flowsheet mass and heat balance where different objective functions are presented
depending on the nature of the stream error distributions.

Think Modules! Big, Little, Small
Harold Burnham — Advisory Energy Consulting, Inc.
Modularization is the key to plug and play design concepts, rescuing project schedules, budgets and revenue generation.

De-risk Projects and Plant Operations with an Information System for Management 0f Change (MOC)

Clive Wilby — AVEVA

The presentation overviews examples of the consequences of poor ‘management of change’ to both Engineering Contractors
and Plant Owner Operators and discusses the important characteristics of an information management system to mitigate risk
throughout a facilities lifecycle.

Comparative Economic Analysis of Heavy 0il Extraction Methods
Motunlola Ajagbonna — Robert Gordon University
This paper presents a methodology to evaluate heavy oil projects to determine the optimum extraction method.

0il Sands SAGD Performance Forecasting: A Life-Cycle Approach to Managing the Risks and Challenges Involved
Muhammad Bashir — DNV
Performance forecasting and risk evaluations for SAGD operations in oil sands.

Importance of Accurate Viscosity Prediction on 0il Sands Operations
Harpreet Gulati — IPS SimSci-Esscor
Discuss new Viscosity prediction method for Heavy Oils and the impact on design and operations.

8 OIL SANDS AND HEAVY OIL TECHNOLOGIES CONFERENCE & EXHIBITION
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MARKETING & LOGISTICS

Sulphur Markets in 2008 — What Happened?
Gerard d’Aquin — Consul, Inc.

US Phosphate Fertilizer Outlet and It’s Impact on Canadian Qil Sands Sulphur
Karen Chasez — Potash Corporation of Saskatchewan

Paper - TBD

V/ o1
ConocoPhillips
Canada ¥

0il to Power — An Alternative Marketing Concept
Simon Richards — EPConsult, Ltd.
How to get more bucks for a barrel.

Alstom’s CFB Plant: Steam for the Oil Sands Industry from Alternative Fuels

Christian Bohtz — Alstom

A power plant concept for the Qil Sand Industry is presented, based on CFB technology, providing steam and optionally power,
utilizing alternative fuels and taking specific requirements into account (CCS ready design).

Energy Recovery Systems for Meeting Steam and Power Demands of the Alberta Oil Sands Market

Rick Fiorenza — CB-Natcom and Greg Kaup — C-B Energy Recovery (USA)

This paper discusses recent innovations in the mid-size HRSG market to address the opportunities and challenges of the Oil Sands
industry.

10:00 a.m. - 10:45 a.m.  COFFEE BREAK

SESSION 2 10:45 a.m. - 11:45 a.m.

Achieving High Performance in Capital Projects Management

Dana Hanson — Accenture

Project management methods must continue to evolve in order to address project risk, capital expenditures predictability, volatility
and capital efficiency.

Getting the Most Out of Your Capital Investment with Operational Readiness

Dr. Mike McGee — Fluor

The speaker will introduce a methodology to manage the integration of all the aspects of successfully bringing a new capital project
to full production including the activities to adequately address capacity planning; life cycle design; and maintenance, operations,
organizational, systems, support functions, supply chain readiness including the identification and mitigation of the associated risk.

Metal PCP — From Prototype to Valuable Artificial Lift Mean
Laurent Seince — PCM
The metal progressive cavity pump, once a prototype, is now a reliable artificial lift system used for SAGD and CSS applications.

Debris Removal using Wireline Technology
Jeremy Ray — Welltec Canada
A case study presentation utilizing a wireline device to remove sand from SAGD wellbores.

www.QilSandsTechnologies.com 9
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2009 CONFERENCE PROGRAM DETAIL

SESSION 2 continues...

LOGISTICS

Rail Logistics and Challenges
Randy Meyer — CN Rail

Integrated Sulphur Management - Gas, 0il Sands, Reclamation and the Challenges of Fluctuating Demand
Don Roberts — ICEC Canada

ConocoPhillips
Canada ¥
Boiler and Environmental Equipment Design Considerations / Operating Experience related to the Combustion of Residual Fuels
Malcolm MacKenzie — Babcock & Wilcox Canada
This paper reviews the use of alternative fuels and related design requirements for combustion, boiler design and environmental
equipment in order to meet present and future emissions limits.

0&M Considerations for Refinery Energy Islands

Mark Ehrnschwender — Evonik Energy Systems LLC

This paper will discuss the 0&M considerations that need to be incorporated in the design / technology selection for the co-
generation facility, as well as the balance between capital cost and 0&M considerations.

12:00 p.m. - 1:30 p.m. LUNCH

SESSION 3 1:30 p.m. - 3:00 p.m.

Framing a Business Case for Sustainability

Frederico Allevato — DNV

Proactive management of environmental resources can be achieved through estimation of environmental risks and opportunities
using a combination of operations knowledge, ecosystems knowledge, and a systematic approach.

Understanding US 0il Shale Development: The Canadian Analogy

Khosrow Biglarbigi — INTEK; Inc.

This paper describes the development of the Canadian oil sands industry and its lessons as they apply to the development of a
framework for a United States oil shale industry.

Experience is On the Away: The Role of Advanced Equipment Simulation in Training a New Generation of Equipment
Operators

Cory Cook — Immersive Technologies

This paper discusses simulation’s role in helping to mitigate the risks of inexperience; helping companies train their workforce
faster and more effectively to manage costs, increase productivity and create safer environments in the field.
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TRACK 2: IN SITU

Systems Approach to Thermal Asset Monitoring using Advanced Distributed Temperature Sensing (DTS) Technology
Mikko Jaaskelainen — SensorTran
Emulsified bitumen could be used as fuel of choice for SAGD process, electrical and thermal needs.

Analysis of H,S, CO, and Light Hydrocarbons from Thermally Treated Extra Heavy Oil Under Aquathermolysis Conditions
using the MSSV Technique

Trygve Meyer — StatoilHydro ASA

The MSSV technology offers a cost effective screening of the generated amounts of H,S and CO, during thermally treating of
bitumen under aquathermolysis conditions.

Paper - TBD

ENVIRONMENTAL & TECHNICAL CONSIDERATIONS

A New Technology Aimed at Reestablishing a Global Sulfur Supply/Demand Balance

Angela Slavens — Black & Veatch Energy

This paper explores a new technology (STEP) that is currently under development, which is aimed at helping to dispose of excess
sulfur while also affording the benefits of energy production and in-situ reservoir sweetening.

The Industrial Heartland Initiative Cumulative Effects Project - Sulphur Update
Speaker TBD — Alberta Environment

Paper - TBD

ConocoPhillips
Canada*
Steam Conversion of Heavy Oil Residues to Methane
Nicholas Nahas — Petro2020, LLC
This paper describes a process for conversion of heavy petroleum residues to methane by a potassium catalyzed reaction with steam.

Integrated Coking and Gasification to Address Today’s Refining Challenges

Robert Carpenter — GE Energy

As the world supply of crude is getting heavier and sour, refiners face a difficult balance: process the cheaper crudes to realize
economic benefits, and satisfy the progressively stringent environmental regulations for transportation fuels. Refiners can achieve this
balance by integrating coking with gasification, and thereby meet the increasing demand for hydrogen to produce low sulfur fuels.

Siemens Fuel Gasification Technology for the Canadian 0Oil Sands Industry
Harry Morehead — Siemens Energy, Inc.
Siemens Gasification Project and Technology update with an Qil Sands application focus.

3:00 p.m. — 3:45 p.m. COFFEE BREAK

www.QilSandsTechnologies.com 11
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2009 CONFERENCE PROGRAM DETAIL

SESSION 4 3:45 p.m. - 5:15 p.m.

Advanced Upgrading Technologies: Location and CO, Capture Implications

Duke du Plessis — Alberta Energy Research Institute

Evaluation of advanced bitumen upgrading technologies and the CO, capture potential for integrated and non-integrated production
and upgrading operations.

Aromatic Ring Saturation, Opening and Cleavage Technology for Middle Distillates

Dr. Michael Oballa — NOVA Chemicals Corp.

This paper highlights a process technology that converts conjugated aromatic compounds in heavy oils into light paraffins which
are useful as feed to steam crackers.

Co-processing of Biooils from Biomass Pyrolysis and Bitumen from 0il Sands

Maoqi Feng — Southwest Research Institute

Co-processing of biooils and bitumen blend facilitates the cracking of heavy oils, however, the catalyst deactivation by
hydrodeoxygenation of the biooils needs to be addressed.

Method for Improving Steam Distribution during SAGD Operations

Dr. Roger Schultz — Halliburton

This paper describes a new pressure and temperature responsive valve which eliminates live steam production in thermal EOR
operations.

Electromagnetic Heating Improves Steam Assisted Gravity Drainage

Michael Koolman — Siemens AG

Electromagnetic heating (EM_SAGD) proves to be the technology of choice to further improve SAGD-processes applied to various
reservoir conditions.

Paper - TBD

Cutting Edge SRU Controls Improved Environmental Compliance with Jacobs Advanced Burner Control+ (ABC+)
Gerton Molenaar — Jacobs Canada
Revolutionary new SRU control increases sulfur recovery efficiency and eliminates plant upsets and SO, emission violations.

Separations Technologies to Improve Amine System Reliability: A Case Study
Hanif Lakhani or Anabel Raymond — Pall Canada Ltd.

Non-Thermal Plasma Treatment of Hydrogen Sulfide
Lyman Frost — Ceramatec, Inc.
The paper will discuss use of non-thermal plasma to break hydrogen sulfide into hydrogen and elemental sulfur.
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Oonoco‘I;hiIIips
Canada/*
Emulsified Bitumen as Fuel for SAGD Process
Dennis Finn — Wartsila North America, Inc.
Emulsified bitumen could be used as fuel of choice for SAGD Process electrical and thermal needs.

Investigating the Life Cycle Impacts of Replacing Natural Gas in Oil Sands Operations

Jennifer McKellar — University of Toronto

To identify the most promising replacements for natural gas among a select group of alternative fuels by examining some of the key
trade-offs between the different energy and hydrogen supply systems investigated.

Analysis of the Economics of Applying Small Modular Nuclear Reactors
Dr. John O’Brien — Shale & Sands 0Oil Recovery LLC
How small modular nuclear reactors can affect the economics and environmental impact in oil sands production.

5:15 p.m. - 6:15 p.m. EXHIBIT HALL NETWORKING RECEPTION

THURSDAY, JULY 16, 2009

8:00 a.m. - 8:30 a.m. NETWORKING BREAKFAST

SESSION 5 8:30 a.m. — 10:00 a.m.

Conceptual Design of Mobile or Stationary Activated Carbon Bed for Capturing Blowdown Hydrocarbons from High
Pressure Facilities

Kamal Botros — NOVA Chemicals

A conceptual system design based on either a mobile system mounted on a trailer consisting or a stationary system that could

be located in the midst of a complex refinery or upgrading facility to capture blowdown hydrocarbons from different parts of

the complex. Performance of such systems has been evaluated numerically, and important design parameters are specified and
quantified in terms of ranges and thresholds. The paper presents the results of this evaluation and points to future work which will
be undertaken to complete a full feasibility analysis and detailed design features of the system.

Dehydration and Desalting of Heavy Crude Maya into TMDB by means of Tanks of Storage of 500 MB Converted to Gun Barrel
Luis Fernando Lopez Cisneros — PEMEX

In this work design a system of dehydration and desalting for 750 MBD of heavy crude Maya, by means tanks type Gun-Barrel. The
design one carries out using the simulation packages HYSYS and CFD of ANSYS, considering the parameters that were studied in
bottle tests and profiled in tanks of storage of 500 MB, being based in the settling speed that affects the dehydration and desalting
of crude.

Paper TBD
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2009 CONFERENCE PROGRAM DETAIL

SESSION 5 continues...

Estimation of Heavy Oil Viscosity Using Seismic Data
Fereidoon Vasheghani — University of Calgary
Seismic attenuation is influenced by the viscosity of heavy oils.

Coupling Reservoir Simulation and Seismic Data in Heavy 0il Fields
Dr. Laurence Lines — University of Calgary
We illustrate the coupling of seismic data and well information to reservoir simulators in cold production of heavy oil.

Mapping Reservoir Heterogeneity in Athabasca 0il Sands Using Surface Seismic Data
Yong Xu — Arcis Corp.

Membrane Solutions for Coal Seam Methane Produced Water

Thomas Wines — Pall Corporation

A case history for the commercial application of hollow fiber microfiltration and reverse osmosis filtration to the treatment of coal
seam methane produced water is reviewed.

Production of High Quality Distillate to meet a Fit for Purpose Boiler Feedwater Specification

Keith Minnich — Veolia Water Solutions and Technologies

Evaporation of produced water has been used at several SAGD facilities to produce boiler feed water, however, there are no official
guidelines for the required quality of evaporator distillate to feed an OTSG or drum boiler that will produce injection steam. This
paper presents a basis for a fit for purpose specification.

Produced Water Evaporator Blowdown Treatment and Disposal Methods and Considerations

Nathan Haralson — GE Water & Process Technologies

This presentation will provide details of the current treatment strategies for produced water evaporator blowdown based on full-
scale operating data and lessons learned as well as compare the technical viability, process reliability, capital costs, and operational
costs of these treatment strategies.

ConocoPhillips
Canada %
The Cost and Benefits of Carbon Capture and Storage
Hitesh Mohan — INTEK Inc.
The paper discusses various carbon capture technologies currently in use and the costs and value options for different CO, storage
options.

Purification of CO, for Sequestration and Low Emissions Venting

Maysar Adams — SNC-Lavalin Engineers & Constructors

The subject treatment and purification process provides a CO, product at a quality suitable for sequestration and/or low emissions
venting — low enough to meet “Minor Source” permitting requirements, and enables essentially complete recovery of valuable
syngas components.

High-Efficiency/Low Cost C0, Compressor
Peter Baldwin — Ramgen Power Systems
Presentation on Development Status Update

10:00 a.m. - 10:30 a.m.  COFFEE BREAK
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SESSION 6 10:30 a.m. - 12:00 p.m.

Facilitator: ~ Harold Burnham — Advisory Energy Consulting, Inc.

Participants: Derek Macdonald — Alstom Canada
lan Taylor — Jacobs Engineering and Construction
David Meldal-Johnsen — WorleyParsons Engineering
Parker Hadlock — Cianbro Corporation
Bas Bronder — Mammoet Worldwide Transport
Terry Manning — Husky Energy

EcoShale in-Capsule Technology

Dr. James Patten — Red Leaf Resources/EcoShale

Red Leaf Resources, Inc. has developed a process to economically extract high quality oil from mined oil shale, has completed a
field demonstration project on its 16 thousand acre lease on state lands in Utah, and presents results of third party oil analysis and
financial modeling for scale up to 30,000 barrel/day production.

Investigation of Fractures Geometrical Properties Effect on Toe to Heel Air Injection (THAI) Process Performance

Dr. Cyrus Ghotbi — Sharif University of Technology

This paper deals with simulation analysis of THAI and effect of fissures geometrical properties on the process performance in a low
permeable fractured carbonate reservoir called Kuh-E-Mond.

Paper — TBD

Water Conservation and Improved Production Efficiency

Charles Marchetta — Niagara Blower Heat Transfer Solutions

Closed-loop, evaporative cooling systems (Wet Surface Air Coolers) are a cost-effective heat transfer technology that optimizes use
of scarce water resources.

Cumulative Effects of Groundwater Management Strategies for Alberta’s 0il Sands
Jon Fennell — WorleyParsons Canada
Development of a groundwater management framework to ensure sustainable development in Alberta’s oil sands.

Paper — TBD

ConocoPhillips

Canada ¥

Participants TBD

12:00 p.m. - 1:00 p.m. LUNCH

1:00 p.m. - 2:30 p.m. CLOSING PLENARY SESSION

Panel Discussion: The Cost of Cleaning “Dirty 0il”
A panel of experts will estimate the costs of meeting environmental expectations facing the oil sands and heavy oil industry and
respond to questions and comments from the conference delegates.
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OIL SANDS AND HEAVY OIL TECHNOLOGIES 2008 EXHIBITOR LIST

212 Resources FASTORQ,, — Tools & Technology MOGAS Industries Inc.
Alstom Canada Filterboxx Multi-Chem
Athabasca University FlaktWoods NC Services Group Ltd.
Babcock & Wilcox Canada FLIR Systems Parker Hannifin Canada
Bedford Reinforced Plastics, Inc. Flow International Corporation PennEnergy Equipment Exchange
C-B Energy Recovery Foster Wheeler USA Corporation Prairie Steel Products
C-B Natcom Fluid Connectors Group Quick Oilfield Solutions
C-B Nebraska Boiler GE Water & Process Technologies Reliability Management Group (RMG)
C.G. Industrial Specialties Limited Gooch Thermal Systems, Inc. Rentech Boiler Systems, Inc.
Cameron GS-Hydro Ltd. Roxtec Inc
CAR-BER Testing Services Hatch - Sargent & Lundy RuggedCom Inc.
CCS Corporation Hella, Inc. SAMCO Technologies, Inc.
Ceradyne, Inc. HMT Inc. Shaw Pipe Protection
Clean Harbors Environmental Indeck T.D. Williamson

services, Inc. Industeel & National Metal Taper-Lok Corporation
Cleaver-Brooks, Inc. Distributors, Inc. Thomson Reuters-Techstreet
Clyde Bergemann Power Group Industrial Training Consultants, Inc. Tracerco
Colossal Transport Solutions, LLC Ingrain, Inc. TRM Technical Resource
Cover-All Alberta Ltd. Integral Energy Services Ltd. Management Inc.
DryVac Services Canada Investors Group ValvTechnologies Inc.
EcoSolutions International JuneWarren Publishing Veolia Water Solutions & Technologies
EIMCO Water Technologies Kinder Morgan Devco Victory Energy
Enersul Limited Partnership LCI Corporation Water & Power Technologies
EZEFLOW Inc. LxSix Photonics Inc.

OIL SANDS AND HEAVY OIL TECHNOLOGIES CONFERENCE & EXHIBITION
MISSION STATEMENT:

The mission of the Qil Sands and Heavy Oil Technologies Conference & Exhibition is to provide an annual forum
that addresses the technical challenges to safely and cost-effectively develop oil sands and heavy oil resources
and that encourages the development of young professionals within the industry. The conference is organized
to facilitate the open exchange of technology, ideas, best practices, and experiences that impact oil sands and
heavy oil projects and operations.

www.QilSandsTechnologies.com 17
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I Sﬂ"DS 0il Sands and Heavy 0il Technologies Conference & Exhibition
HEAUY OIL July 14 - 16, 2009
TECHNOLOGIES Calgary TELUS Convention Centre, Calgary, Alberta, Canada

www.QilSandsTechnologies.com

- .

CONFERENCE MANAGEMENT

EVENT INFORMATION:

Bob Tippee Carol Lyn Stevinson Bill Miller

Conference Director Event Operations Manager Event Marketing Manager

Phone: +1 713 963 6242 Phone: +1 918 831 9523 Phone: +1 713 963 6271

Fax: + 1713 963 6285 Fax: +1 918 831 9729 Fax: +1 713 963 6296

Email: bobt@pennwell.com Email: cstevinson@pennwell.com Email: bmiller@pennwell.com
: [ - Gail Killough Tammie Farrar

Conference Manager Exhibit Services Manager

Phone: +1 713 963 6251 Phone: +1 713 963 6237

Fax: +1 713 963 6201 Fax: +1 713 963 6201

Email: gailk@pennwell.com Email: tammief@pennwell.com

EXHIBITOR AND SPONSORSHIP SALES:

Kristin Stavinoha Bob Lewis Peter D. Cantu

(Petroleum Companies A - L) (Power Companies) (Petroleum Companies M - 2)

Phone: +1 713 963 6283 Phone: +1 918 832 9225 Phone: +1 713 963 6213 i

Fax: +1 713 963 6212 Fax: +1 918 831 9875 Fax: +1 713 963 6212

Email: kristins@pennwell.com Email: blewis@pennwell.com Email: peterc@pennwell.com

REGISTRATION DEPARTMENT:

Direct: +1 918 831 9160 | Toll Free: +1 888 299 8016

Fax: +1 918 8319161 | Toll Free Fax: +1 888 299 8057

PENNWELL CORPORATE HEADQUARTERS:

1421 S. Sheridan Road | Tulsa, OK 74112 USA
Phone: +1 918 8353161 | Toll Free: +1 800 331 4463 | Fax: +1 713 963 6270
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0il Sands and Heavy 0il Technologies Conference & Exhibition
July 14 - 16, 2009 | Calgary TELUS Convention Centre, Calgary, Alberta, Canada

2009 REGISTRATION FORM

Last Name:

Title/Position:

Company:

Address:

City/State/Zip:

Country:

Postal Code:

Telephone:

Fax:

Email:

Registration confirmation will be sent via-email, if a unique email address is provided above.

1. Type of Company or Organization:

[110 Oil/Gas company  [] 20 Consulting Company [] 02 Management (CEO, Pres.VP)
[1 30 Contractor [] 40 Engineering/Construction [] 05 Engineering/Technical/Geoscience
[] 50 Financial [ 60 Service/Supply [ 06 Superintendent/Field Professional/Foreman

[1 65 Government/Library/Education

[] 70 Other

4. Purchasing Role: [ Specify

For Information on corporate
packages for 11 or more
attendees, contact Registration:
Phone +1 918 831 9160
Email: registration@pennwell.com

3 ways to register:

Pre-register on line before
July 8, 2009.

Register on site after July 8, 2009

1
Fax:
Direct: +1 918 831 9161
Toll-Free (US only): +1 888 299 8057

2
Website:
www.oilsandstechnologies.com

3
Mail:
PennWell C&E Registration (0ST)
P.0. Box 973059
Dallas, TX 75397-3059 USA

For questions please call:

Phone: +1 918 831 9160
Toll Free (US only): +1 888 299 8016

PeniigBI

Payment must be received prior to the conference.
If payment is not received by the conference

2. Job Function:

[] 10 Purchasing/Consulting
[] 12 Other

[JRecommend [JApprove []None

CONFERENCE FEES:

1. Individual Delegate (Full Conference Registration)*
Includes:
 Access to all Conference Sessions
e Access to Exhibition Hall, including any scheduled receptions
o Coffee Breaks in Exhibition Hall
e Delegate Lunch on Wednesday and Thursday (Ticketed)
[ Paid By June 12, 2009 ... US$ 825
[ Paid After June 12, 2009 ... ... US$ 995

2. Corporate Plan (5 delegates)
Includes:
 Access to all Conference Sessions
 Access to Exhibition Hall, including any scheduled receptions
o Coffee Breaks in Exhibition Hall
 Delegate Lunch on Wednesday and Thursday (Ticketed)
[ Paid By June 12, 2009 ... US$ 3,300
[ Paid After June 12, 2009 .... ... US$ 3,980

Corporate Plan (6 to 10 delegates)
[ Paid By June 12, 2009 .
[ Paid After June 12, 2009 ...

3. Exhibitor Delegate
Includes:
e Access to all Conference Sessions
e Access to the Exhibition Hall, including move-in and move-out
e Access to Exhibition Hall, including any scheduled receptions
o Coffee Breaks in Exhibition Hall
e Delegate Lunch on Wednesday and Thursday (Ticketed)
[ Paid By June 12, 2009 ... US$ 425
[ Paid After June 12, 2009 ... ... US$ 495

US$ 5,775
... US$ 6,965

*Your full-price registration fee includes a one-year paid subscription to
0il & Gas Journal (US$ 83.00 value).

date, the registration fee must be guaranteed on

charge card until proof of payment is provided.
Make check payable to PennWell/Oil Sands

Technology 2009.

Cancellation: Cancellation of registration must

[ Check enclosed (in U.S. funds only)
Credit Card: [ Visa

Card Number

be received in writing. Any individual, exhibitor,
or corporate registrations cancelled in writing
before June 12, 2009 will receive a 50% refund of
registration fee. After June 12, 2009, no refunds

will be permitted. Substitutions may be made at

Full Name (as it appears on card):

3. Areas of Interest/Involvement:
[ 10 Exploration [7 05 Drilling
[ 01 Production [] 29 Gas Processing
[] 23 Pipeline/Transportation

[115Re ning [] 19 Petrochemical
[] 39 Financial [ 46 Other
4. Student Conference Delegate ............ US$ 50

Includes:

e Access to all Conference Sessions

e Access to Exhibition Hall, including any scheduled receptions
o Coffee Breaks in Exhibition Hall

¢ Delegate Lunch on Wednesday and Thursday (Ticketed)

o

. Single Day Conference Delegate (Wednesday OR Thursday)
Includes:
o Access to Conference Sessions on the corresponding day
e Access to Exhibition Hall, including any scheduled receptions
o Coffee Breaks in Exhibition Hall
e Luncheon on corresponding day (Ticketed)
[ Wednesday, Paid By June 12, 2009 ........... US$ 565
[ Wednesday, Paid After June 12, 2009 US$ 665

[ Thursday, Paid By June 12, 2009 ... US$ 565
[ Thursday, Paid After June 12, 2009............ US$ 665
6. 1 Exhibit VISitor .......ccoceevvveeeiniiceenns US$ 25

Includes:
e Access to Exhibition Hall, including any scheduled receptions
o Coffee Breaks in Exhibition Hall

7. Additional Lunch Tickets (for non-delegates)
[ Wednesday . .... () @ US$ 40/day
[ Thursday .... () @ US$ 40/day

8. (I Tuesday, July 14, 2009
An Introduction to Oil Sands & Heavy Oil Industry,
Technology & ECONOMICS .......ccoevvveveiricrinnnns US$ 495
(does not include admission to the conference)

TOTAL PAYMENT AMOUNT Us$

METHOD OF PAYMENT:

[JWire (Wire information will be provided on invoice)
[ Mastercard [JAMEX [ Discover

Expiration Date:

any time by contacting the registration of ce in

writing

OSHOTReg02

Card Holder Signature:

Date:

(Required for credit card payment)
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6'} Sﬂ"DS 0il Sands and Heavy 0il Technologies Conference & Exhibition
HEAUY OIL

TECHNOLOGIES July 14 - 16, 2009 | Calgary TELUS Convention Centre, Calgary, Alberta, Canada
2009 HOTEL RESERVATION FORM

Special rates have been negotiated to accommodate the needs for all conference delegates. By booking your rooms through Preferred Convention Services,
the official Oil Sands & Heavy Qil Technologies housing company, you are supporting the Event and gaining access to many benefits.
A few of the benefits include: - Discounted hotel rates

- Assistance in setting up hospitality functions at discounted suite rates

- Networking opportunities with conference attendees and exhibitors

- Experienced reservation agents available from the time you make your reservation until the completion of the event.

- Protection of your reservation in the event of an oversold situation at the conference hotel.
To make your hotel reservation, contact Preferred Convention Services. DO NOT contact the hotel directly. Discounted rates are available only through our
office. Availability of discounted conference rates cannot be guaranteed after June 22, 2009.

HYATT REGENCY CALGARY
$239.00 Single or Double Occupancy | Tax:10.09% | Room rates for the hotel are in Canadian Funds.

Conference Location: Adjacent to the hotel

Hotel Services: Thomsons Restaurant, Sandstone Fireside Lounge, Fitness Center, Full-service Spa, Indoor Pool, Jacuzzi, High Speed Internet

Parking: Valet $35.00; Self Parking $25.00

Airport: Calgary International (YYC) approximately 30 minute drive. Taxi charge approximately $38.00 per person, one-way.

Cancellation Policy: The hotel will charge one night’s room and tax for cancellations made 7 days or less prior to arrival. In addition, all reservations cancelled
within 30 days of arrival are subject to a $40.00 processing fee.

CHECK ONE: [] Exhibitor [ ] Attendee [] other

ROOM TYPE DESCRIPTIONS
CONTACT .
S = Single (1 person/1bed)
EMAIL D = Double (2 people/1 bed)
PHONE FAX D/D = Double/Double
(2 people/2 beds)
ORGANIZATION H = Hospitality Suite
ADDRESS S1 =1 Bedroom suite
S2 =2 Bedroom suite
CITY STATE ZIP
Rm Type Guest Name Arr/Dpt Sharing room with Arr/Dpt
/ /
/ /
/ /
/ /
/ /
SPECIAL REQUESTS:

1 Non-Smoking [] Low Floor ] High Floor ] Early Arrival ] Late Departure [] other:

Credit Card Type: (Amex, Visa, MasterCard, etc.):

Credit Card #: Expiration Date:

Cardholder: Signature:

You may hook your reservation any of the following ways:

On-line: ~ www.preferred1.com Mail: 2009 Qil Sands & Heavy 0il Technologies
Phone:  888.472.7462 (toll-free) or 310.235.2647 c/o Preferred Convention Services

Email: reservations@preferred1.com 1990 E. Grand Ave., Suite 150

Fax: 310.235.2648 El Segundo, CA 90245
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