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Jump Ahead of Traditional Drilling Performance!

/n\ TERRA-MAX
Baker Hughes Drilling Fluids introduces TERRA-MAXSV, its customizable high-performance

TERRA-MAX water-based drilling fluid for onshore applications. The system combines innovative fluids

technologies to deliver total inhibition of land formations.

Whether drilling in coastal, foothill, or desert locations, TERRA-MAX can be optimized to
enhance drilling performance, ultimately reducing rig time and fluids costs by:

¢ |mproving ROP
e Minimizing bit balling and accretion

e Improving wellbore stability ",
A\ |

e Reducing torque and drag Bﬁll(lg}-l!s

e Minimizing differential sticking
e Reducing waste generation and disposal costs
Jump ahead of traditional drilling performance with TERRA-MAX.

Contact Baker Hughes Drilling Fluids for all your land-based drilling needs.

www.hakerhughes.com/drillingfluids

F '.I {I
- J \ ¥
., S ~- n -t
- ' *
! A
= - - '.".'.1..
1 > W . ﬂ:" o
- — -/ L

©2009 Baker Hughes Incorporated. All Rights Reserve

](())“U(gl(l(l\]JA;\lS_ Previous Page | Contents | Zoom In | Zoom Out | Front Cover | Search Issue | Next Page qMags


http://www.qmags.com/clickthrough.asp?url=www.bakerhughes.com/drillingfluids&id=13908&adid=P1A1
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13908&adid=logo

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

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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LNG Update

Latin American oil, gas policies remain in flux
Tullow finds Uganda oil, nears award of Congo blocks
Companies adopt efficient waste-management units
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Science Applications International Corporation takes a holistic enterprise approach to solving
energy management problems, no matter how monstrous. From concept to architecture,
building, and financing, we have more than 30 years of experience helping companies

use a lot less energy and save a lot more money. Smart people solving hard problems.

For detailed information, visit www.saic.com/monster

=
P/ a1 | S

Energy | Environment | National Security | Health | Critical Infrastructure  From Science to Solutions

© 2009 Science Applications International Corporation. All rights reserved. NYSE:SAI
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European LNG demand trends unclear amid continued global economic turmoil 38
Chris Holmes

Technology developments reach operations in 2008-09 42
Warren R.True
Economic crisis clouds outlook for Asia-Pacific’s LNG demand 49

Alexis Zhiying Aik, Sook Ching Wong, Tomoko Hosoe, Shahriar Fesharaki
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Qatar Gas Transport Co. (Nakilat) took delivery on Sept. 30,
JOUHI(IHY Speaking ........................... 16 2008, of the 266,000-cu m Mozah, the world’s largest LNG
carrier. Samsung Heavy Industries built the vessel under a $290
Editoridl ........coverveerenrirerneernnenens 18 million contract at its Geoje shipyard in South Korea. The first of
10 Q-Max vessels planned by 2010 from SHI, Mozah operates on
Area Drilling .................................. 34 long-term charter between the Qatargas 2 project and European
terminals. Recent developments in LNG production and trade are
Equipment/ Software/ Literature ......... 54 the focus of this issue’s special report, beginning on p. 38, with a
look at prospects for the European market and then continuing on
Services/ Suppliers ........................... 55 p- 49 with an analysis of the effects of the global economic crisis
on Asia-Pacific markets. Photo from ExxonMobil Corp. and SHI.
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Over 400 international awards and over 100 destinations worldwide. For more details contact Emirates at 800-777-3999. Discover frequent flyer benefits at skywards.com
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Introducing the loading system

that opened
the way

for offshore LNGY;

Offshore LNG loading is like threading a needle on a trampoline:

it takes highly specialized equipment. Seven years ago we began
developing the world’s first offshore LNG loading system. We designed
it with constant motion swivels to handle rapid, unpredictable motions.
We developed a patented cable targeting system to enable connection
under these same conditions. And we helped make offshore LNG
both practical and cost-effective. To see what we've done and how

we're approaching a next generation, worst-condition solution,

visit fmctechnologies.com/offshoreLNG

VISIT US AT OTC BOOTH #1941,
OR AT THE FRENCH PAVILION AT GASTECH 20009.

We put you first.
And keep you ahead.

www.fmctechnologies.com

© 2009 FMC Technologies. All rights reserved.
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International news for oil and gas professionals
For up-to-the-minute news, visit www.agjonline.com

General

House members plan bill to expand NGV use

Legislation to greatly expand the use of natural gas as an alterna-
tive to conventional transportation fuel will be introduced in the
US House, three members said on Apr. 1.

The measure’s provisions will include an 18-year extension of
three critical tax incentives that focus on natural gas as a trans-
portation fuel, the purchase of natural gas vehicles (NGVs), and
the installation of commercial and residential natural gas refueling
pumps, according to Reps. Dan Boren (D-Okla.), John B. Larson
(D-Conn.), and John Sullivan (R-Okla.).

Currently, the alternative fuel credit expires at the end of 2009,
and the vehicle and refueling pump credits expire at the end of
2010, they noted.

Known as the New Alternative Transportation to Give Americans
Solutions (NAT GAS) Act, the bill also would create a new tax credit
for automakers producing natural gas and bi-fueled vehicles, the
three federal lawmakers said. Currently, all major automakers man-
ufacture NGVs for overseas markets, and this provision is critical to
encourage them to begin offering NGVs in the US, they said.

The bill also would require that at least 50% of new vehicles
placed into service by the federal government be capable of op-
erating on compressed natural gas or LNG by the end of 2014,
they added. The legislation also would provide grants for light and
heavy-duty gas vehicle and engine development.

“We are at a crossroads, and the decisions we make today in
Congress will determine the stability of our future energy indus-
try, our domestic supply, and the daily cost of energy for millions
of consumers and businesses across the nation. With natural gas
vehicles, we have a real opportunity to establish a cleaner, cheaper
fuel alternative that will provide an independent energy future
for America,” said Boren, who has introduced similar bills in the
past.

Energy investor T. Boone Pickens applauded the measure.
“America’s national and economic security depends on moving off
foreign oil as quickly as possible. Natural gas is the cleanest, most
abundant, most economic fuel to replace imported diesel fuel. The
US has enough natural gas to last more than 118 years; we should
turn to it as an immediate replacement for foreign oil in fleets and
heavy-duty vehicles,” he said.

Western climate plan would cost jobs, study says
A new study finds that a carbon cap-and-trade plan in the west-
ern US could slow investment, cost the region hundreds of thou-
sands of jobs, and cut personal income for millions of workers.
The analysis, conducted by economists at the Beacon Hill In-
stitute (BHI) of Suffolk University in Boston, also found that the
proposed Western Climate Initiative (WCI) would require Western
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states to dramatically increase their number of government em-
ployees.

The BHI study reconfirms many of the findings of a study re-
leased last month by the Western Business Roundtable (WBR).
That study concluded that the WCI plan could seriously damage
the West’s economy if implemented in its present form.

The carbon cap-and-trade scheme is being pushed by a hand-
ful of western governors, the Western Governors’ Association, and
some environmental groups, according to WBR.

In its September 2008 report, WCI released its research on cap-
and-trade policy, which is intended by 2020 to reduce the amount
of greenhouse gas (GHG) emissions to 15% below 2005 emission
levels.

But BHI finds that due to an inadequate cost and benefit review,
the WCI’s results show tens of billions of dollars of savings annu-
ally.

Using the WCI projections of increases in fuel costs, the BHI
study authors concluded that the policies will decrease employ-
ment, investment, personal income, and disposable income.

None of the seven WCI states—California, Arizona, New Mex-
ico, Oregon, Washington, Utah, and Montana—would escape
economic harm should cap-and-trade be imposed, the new study
found. Four Canadian provinces—British Columbia, Manitoba,
Ontario, and Quebec—also signed the Western Regional Climate
Action Initiative Agreement.

The BHI study found that under a scenario of a broad policy
with no offsets, in which 100% of GHG emission permits would
be auctioned off to emitters, the seven western states would lose
as many as 251,674 private sector jobs, while the permit revenue
would allow the states to hire as many as 142,241 state employ-
ees.

The plan also would put investment by firms at serious risk by
slowing investment in the region by as much as $1.448 billion,
and the plan would diminish total personal income by $6.35 bil-
lion to $18.31 billion/year.

Under a scenario where states auction the minimum of 25% of
the permits issued, the West would suffer even greater losses, ac-
cording to the study.

“If state governors and provincial premiers seek to truly meet
the goals underscored in the WCI proposals, they should require
a complete and thorough cost-benefit analysis,” BHI said. “This
consortium of state and provincial governments should under-
stand that, whatever the benefits of the proposals, they will place
the state and regional economies at a competitive disadvantage to
other regions through higher prices for energy and transporta-
tion, and [will] exert measurable, negative effects on their econo-
mies.” 4
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IPE BRENT / NYMEX LIGHT SWEET CRUDE US INDUSTRY SCOREBOARD — 4/13
$/bbl
54.00
52.00 4 wk. 4wk.avg. Change, YTD YTD avg. Change,
50.00 Latest week 3/27 average year ago' % average' year ago' %
48.00
46.00
44.00 Motor gasoline 9,038 9,053 -0.2 8,949 8,908 0.5
1200 Distillate 3,772 4,148 -9.1 3,988 4,209 -5.3
w000 Jet fuel 1,505 1,533 -1.8 1,392 1,546 -9.9
Apr. 1 Apr. 2 Apr. 3 Apr. 6 Apr.7 Residual 577 570 12 596 672 -11.3
Other products 3,973 4,432 -10.4 4,433 4,631 -4.3
TOTAL DEMAND 18,865 19,736 4.4 19,358 19,966 -3.0
WTICUSHING / BRENT SPOT Crude production 5,432 5,137 5.7 5,249 5,115 2.6
§/6bl NGL production? 1,789 2,210 -19.0 2,135 2,180 2.0
54.00 Crude imports 9,310 9,685 -2.9 9,485 9,744 2.7
52.00 Product imports 3,156 2,937 75 3,186 3,144 1.3
50.00 Other supply® 1,581 1,407 12.4 1,482 984 50.7
e TOTAL SUPPLY 21,268 21,276 0.0 21,538 21,167 1.8
46.00
44.00 .
B Crude runs to stills 14,221 14,798 -3.9 14,221 14,594 -2.6
’ Input to crude stills 14,583 14,648 -0.4 14,583 14,891 -2.1
WY e h ImB  Am8 w8 o % utilization 82.8 83.3 — 82.8 84.7 —
Latest Previous Same week Change,
Latest week 3/27 week week' Change yearago' Change %
NYMEX NATURAL GAS / SPOT GAS - HENRY HUB
$/MMbtu Crude oil 359,427 356,583 2,844 319,164 40,263 12.6
4.00 Motor gasoline 216,793 214,568 2,225 224,710 -7917 -3.5
3.90 Distillate 144,153 143,932 221 109,720 34,433 314
3280 Jet fuel-kerosine 39,540 39,344 196 38,067 1,473 3.9
270 Residual 35,515 34,714 801 39,736 -4,221  -10.6
3.60 Change, % Change, %
3.50
3.40 Crude 25.4 25.1 1.2 22.2 14.4
Py Motor gasoline 24.0 23.7 1.3 24.5 -2.0
’ Apr. 1 Apr. 2 Apr. 3 Apr. 6 Apr. 7 Distillate 38.2 379 0.8 26.1 46.4
Propane 314 278 12.9 18.1 785
4/3 Change Change %
IPEGAS OIL / NYMEX HEATING OIL Light sweet crude ($/bbl) 50.32 53.45 -3.13 104.24  -53.92 517
#/gal Natural gas, $/MMbtu 3.76 4.1 -0.35 9.54 -5.78 -60.6

148.00

145.00

'Based on revised figures. “Includes 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

139.00
136.00
133.00
130.00
127.00

Apr. 1

for the prior 4 weeks. *Weekly average of daily closing futures prices.
Sources: Energy Information Administration, Wall Street Journal

Apr. 2

Apr. 3

Apr. 6

Apr. 7

PROPANE - MT. BELVIEU / BUTANE - MT. BELVIEU

¢/gal
90.00

85.00

80.00
75.00
70.00
65.00
60.00
55.00

Apr. 1

Apr. 2

Apr. 3

Apr. 6

Apr. 7

NYMEX GASOLINE (RBOB)' / NY SPOT GASOLINE?

¢/gal
150.00

145.00

140.00

135.00

BAKER HUGHES INTERNATIONAL RIG COUNT: TOTAL WORLD / TOTAL ONSHORE / TOTAL OFFSHORE
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BAKER HUGHES RIG COUNT: US / CANADA
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'Reformulated gasoline blendstock for oxygen blending.
Nonoxygenated regular unleaded.
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inspection services.
pipeline characteristics and enabling thorough pipeline evaluation.

Advanced ultrasonic ILI technology. New-generation ultrasonic wall-thickness measurement
(UTWM) and ultrasonic crack-detection (UTCD) technologies deliver today’s most definitive
ILI data. With no interruption of your operations, our ILI technology detects problems in the

earliest stages—when they’re most easily treatable.

For more information about our offering, visit us at weatherford.com/pss, or contact
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Exploration & Development

Large Caguan basin find shapes up in Colombia

Emerald Energy PLC and Canacol Energy Ltd., Calgary, are delin-
eating what appears to be a large heavy oil discovery in Colombia’s
Caguan basin 200 miles south of Bogota.

Five wells have been drilled, a sixth is drilling, and a seventh is
planned in the southern part of Capella, an accumulation of 9-11°
gravity oil in the Eocene Mirador formation that appears from 2D
seismic to cover 22,000 acres on the Ombu E&P contract area.

Delineation drilling is planned on the northern half of the
structure later in 2009 after environmental permitting.

Emerald Energy said gross proved and probable reserves are 14.8
million bbl from estimated initial oil in place of 245 million to 1.1
billion bbl. The six existing wells are on the southern 7,400 acres
of the structure. The first five wells found oil in both intervals.

Emerald Energy and Canacol hold 90% and 10% interest, re-
spectively, in the 74,130-acre Ombu contract area, and Emerald
Energy holds 100% working interest in the 27,181-acre Durillo
contract area adjacent to and southwest of Ombu. Emerald Energy
said Durillo may have potential in the same exploration play as
Capella.

The vertical Capella-1 went to a total depth of 3,802 ft in
mid-2008 and found 189 ft of potential hydrocarbon-bearing in-
terval in two Mirador sandstones. The two tested at a combined
240 b/d oil progressive cavity pumps.

Emerald Energy plans a cyclic steam injection pilot in one well
this year. The field production rate is constrained by oil trucking
and sales capacity. The individual intervals tested at initial rates of
26-240 b/d of oil and stabilized at as much as 400 b/d on ex-
tended tests, with water cut steadily declining to 6%.

Afghanistan launches first-ever bidding round
Afghanistan’s Ministry of Mines said it “has initiated the process
that will lead to the bidding round for the award of exploration
and production-sharing contracts for hydrocarbon operations.”
The ministry reported that the two gas blocks and one oil block
to be auctioned lie in the northern part of the country where most
oil and gas fields were discovered in the 1970s.
It said the Jangalikalan and Juma-Bashikurd gas blocks together

Drilling & Production

Petrobras, Repsol YPF find oil in Santos basin

Brazil’s state-run Petroleo Brasileiro SA (Petrobras) and partner
Repsol YFP SA made a declaration of commercial viability to the
country’s Agencia Nacional do Petroleo (ANP) for a light oil and
gas discovery made on Block BM-S-7 in the Santos basin.

Piracuca field lies in 200 m of water off Sao Paulo state, 200
km from Santos. The partners, Petrobras 63% and Repsol YPF 37%,
estimate in-place reserves at 88.5 million cu m or “about 550 mil-
lion boe.”

The declaration of commercial viability is the outcome of “in-
tense exploratory activity” carried out on this block, the partners
said, adding, “With the new field, it will be possible to increase the
potential for light oil and gas production in shallow waters.”

8
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— Quick Takes

hold recoverable reserves of 52 billion cu m, while the Kashkari oil
block has recoverable reserves of 64.4 million bbl.

Two years ago, after completing a multiyear study, the US Geo-
logical Survey estimated Afghanistan’s mean undiscovered resourc-
es at 15.7 tcf of gas, 1.6 billion bbl of oil, and 562 million bbl of
natural gas liquids (OGJ Online, Mar. 27, 2006).

USGS said much of Afghanistan’s petroleum resource potential
and all the known oil and gas reserves are in the north. It said most
of the undiscovered oil is in the Afghan-Tajik basin, while most of
the undiscovered gas is in the Amu Darya basin.

A road show for the Afghan licensing round will be launched
in Kabul on Apr. 26 before it travels on to Dubai, London, Calgary,
Houston, and Singapore (OGJ Online, Mar. 19, 2009).

London-based consultant Exclusive Analysis recently predicted:
“In the coming year, core al-Qaeda is...likely to focus on the mili-
tary jihad in Afghanistan as the primary means of draining the US
economy (OG]J Online, Apr. 3, 2009).”

Flemish Pass off Newfoundland gets discovery

StatoilHydro Canada Ltd. will apply for a Significant Discovery
License for an indicated deepwater discovery in the frontier Flem-
ish Pass basin in the Atlantic Ocean off eastern Canada.

The company didn’t disclose the hydrocarbon type and said it
will file for the SDL even though further analysis is needed to de-
termine the well’s potential.

The discovery came at Mizzen O-16 in 1,100 m of water on EL
1049 some 500 km east-northeast of St. John’s and 180 km east of
Whiterose oil and gas field in the Jeanne d’Arc basin.

The wellsite is 6 miles north of a well that PetroCanada drilled
on the Mizzen prospect that found noncommercial oil. The Mizzen
L-11 and Tuckamore B-27 wells were drilled in the Flemish Pass
basin in the winter-spring of 2003 (OGJ, Aug. 15, 2005, p. 34).

StatoilHydro Canada praised the crew of the Henry Goodrich
semisubmersible, which spud the well Dec. 21, 2008, and support
contractors for carrying out the drilling in the heart of the North
Atlantic winter storm season (OGJ, Oct. 27, 2008, p. 56).

Interests in the license are StatoilHydro 65% and Husky Energy
Inc. 35%. 4

— Quick Takes

The announcement coincided with reports that Petrobras noti-
fied ANP on Apr. 6 that it found traces of oil in a test well drilled on
the C-M-401 Block offshore in the Campos basin. Petrobras holds
a 100% stake in the block.

Petrobras reported that data from early March showed that the
Peregrine 1 rig was drilling at the site in 977 m of water and tar-
geting a depth of 3,333 m.

Meanwhile, ANP said ExxonMobil Brazilian subsidiary Esso San-
tos is drilling a second well on Brazil’s Santos basin Block BM-S-22
to a depth of 5,404 m in 24 m of water.

ExxonMobil Chairman and Chief Executive Officer Rex Tiller-
son said the second well is designed in part to give ExxonMobil
a “better understanding” of BM-S-22, but he declined to discuss
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what the firm expects to discover.

While the block is close to major finds in Santos’ presalt layer,
Tillerson played down projections of discoveries at BM-S-22, say-
ing, “We have one well” and “it’s just too early” to predict what
will be found on it.

ExxonMobil is operator of the block with a 40% stake. Hess
Corp. also holds a 40% interest while Petrobras owns the remain-
ing 20%.

CGES: Iraqi output target needs $28-43 billion

The Center for Global Energy Studies, London, in an Apr. 2 pub-
lication estimates that Iraq will need to invest $28-43 billion for
raising its oil production capacity to 6 million b/d, a goal set dur-
ing the regime of former President Saddam Hussein.

Besides the investment in fields, the estimate includes repair and
refurbishment of pipelines, storage, and loading facilities to return
capacity to 3.5-4 million b/d .

For the fields, CGES estimates that Iraq requires $9.6-13.6 bil-
lion for restoring production to the 3.8 million b/d produced be-
fore the 1980-88 Iran-Iraq war. Current production capacity is 2.7
million b/d.

To raise production to 6 million b/d would require an addi-
tional $18.6-26.9 billion, CGES says.

Burullus Gas extends rig contract

Burullus Gas Co. has extended its chartering of third-generation
semisubmersible rig Scarabeo 6 from Saipem SPA under a $400
million contract.

The new contract will last until fourth-quarter 2014. The rig
will remain in Egyptian waters.

Scarabeo 6’s operating capacity is to be upgraded to 1,100 m
from 780 m of water in 6 months in late 2011 or early 2012.

Processing

Axens lets contract for Kremenchug refinery

Ukrainian holding company Ukrtatnafta has awarded Axens SA
of Paris a contract for upgrading the gasoline pool at the 360,000
b/d Kremenchug refinery. The Kremenchung facility has the larg-
est throughput capacity in the Ukraine.

The upgrading project, the first of its kind in the Ukraine, will
enable the production of EuroV gasoline grade in the 2011 time-
frame. The project involves the addition of Prime-G+, naphtha hy-
drotreating, and DIH isomerization units.

The combined naphtha fractions from the two existing fluid-
ized catalytic crackers will be fed to a 610,000 tonne/year Prime-
G+ unit, where the product sulfur content will be lowered to 20
ppm. The C.-C, straight-run and catalytic reforming fractions will
be processed in a 380,000 tonne/year hydrotreater then isomer-
ized in a deisohexanizer-type isomerization unit to produce an 88
RON (research octane number), light gasoline cut.

Ukrneftekhimproekt, Kiev, will perform the detailed engineer-
ing.

Aramco, Sumitomo to expand Petro Rabigh facility
Saudi Aramco reported it plans to sign an agreement with Sumi-
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Burullus Gas is a joint venture of British Gas International Ltd.
25%, Petronas Carigali Sdn. Bhd. 25%, and Egyptian Natural Gas
Holding Co. 50%.

No new floater orders placed last quarter

The market for floating production systems has frozen as a re-
sult of the abrupt downturn in the global economy with no orders
for production floaters placed in the last quarter, according to In-
ternational Maritime Associates Inc., Washington, DC.

IMA says this is the first time since 1996 when it began tracking
floating production units (FPUs) that no companies have placed
orders during a reporting quarter. As a result, order backlog for
production floaters has dropped 30% from the same time last year,
it says.

Its latest report notes that companies have delayed several orders
for production floaters including three floating production, stor-
age, and offloading vessels and a MinDoc, which is a deep-draft
floating production unit for supporting dry-tree completions in
deep water.

IMA said one FPSO operator has filed for bankruptcy and a sec-
ond has sold its interest in an FPSO under construction. At least one
other FPSO operator looks in tenuous condition, IMA added.

On the other hand, its long-term outlook for FPUs remains
strong because of the number of development projects at various
stages of planning that will need floating production or storage
systems.

In its latest report, IMA identifies more than 155 projects that
will require floating production systems. About one third of these
are at an advanced stage of bidding or final design, IMA said.

Because of these projects and an anticipated recovery in the oil
price, it forecasts that companies will order 93-141 production
floaters in the next 5 years. 4

— Quick Takes

tomo Chemical Co. to develop Phase 2 of'its refinery and chemicals
complex in the port city of Rabigh on the Red Sea.

Aramco Pres. and Chief Executive Khalid A. Al-Falih said his firm
would “soon” sign a memorandum of understanding with Sumi-
tomo to further develop the $10 billion Petro Rabigh complex.

Al-Falih’s statement confirmed an earlier press report saying
Sumitomo Chemical planned to build another large petrochemical
complex in Saudi Arabia adjacent to one scheduled to come on line
at the end of this month.

That first phase of the project involved upgrading the 400,000
b/d Rabigh refinery to produce higher-quality products, including
petrochemical units to produce 900,000 tonnes/year of polyethyl-
ene, 700,000 tpy of polypropylene, 600,000 tpy of monoethylene
glycol, and 200,000 tpy of propylene oxide.

To implement the project’s first phase, Aramco and Sumitomo
Chemical formed the joint venture Rabigh Refining & Petrochemi-
cal (Petro Rabigh).

The Saudi government recently approved investment plans for
the second project, and the Nikkei Business Daily (NBD) on Mar.
12 reported that Petro Rabigh would soon conduct a feasibility
study to identify investment amounts, output, and other details.
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Construction could start as early as yearend, with the complex
targeted to come online sometime in 2013-14.

Although yet to be determined, total investments are forecast
at ¥300-500 billion. Both Sumitomo Chemical and Aramco will
inject additional funds into the joint venture, and they plan to re-
quest financing from a banking consortium.

“The facility will be positioned as a second-phase project, but
will be a huge...complex with cracking furnaces for naphtha and
ethane gas,” NBD said.

Despite the ongoing slump in the world economy, Sumitomo
Chemical sees demand for petrochemical products rising over the
long term in emerging markets and plans to market value-added
products from the second complex to China and India as well as to
Europe, NBD said.

The complex will mass-produce 20-30 high-function products
such as autoparts-grade plastics and materials for LCD televisions.

A total investment of ¥500 billion was planned when Petro Rab-
igh was formed in 2004, but ballooning prices for resources and
other factors swelled outlays for the first complex to ¥1 trillion.

“This time around,” NBD said, “the downward trend in materi-
als prices and construction costs due to the weak economy spurred

Transportation

Qatargas charters LNG ships

Qatargas Operating Co. Ltd. chartered the Q-Flex and Q-Max
LNG carriers delivered to Nakilat, the Qatari-listed shipping com-
pany from shipyards in South Korea. Both ships will transport LNG
produced by Qatargas 3 to the US.

The Al Sadd carrier Q-Flex carrier is one of the world’s largest
with a capacity of 210,000 cu m and is under a long-term con-
tract. It was delivered from the Daewoo Shipbuilding & Marine
Engineering Co. Ltd., Okpo shipyard on Geoje Island. The Mekaines
Q-Max LNG Carrier has a capacity of 266,000 cu m, and it too is
under a long-term charter. It was delivered to Nakilat at Samsung
Heavy Industries Co. Ltd. shipyard on Geoje Island.

Nakilat said the Q-Flex carrier has 50% more capacity than con-
ventional LNG carriers with about 40% lower energy requirements
because it has maximized economies of scale and efficient engines.
Q-Max has 80% more capacity. Both are unique and purpose-
built for Nakilat to send efficiently Qatar’s natural gas to markets
throughout the world, the company added. Qatargas 3 sharehold-
ers are Qatar Petroleum, ConocoPhillips, and Mitsui & Co. Ltd.

Qatargas inaugurates delayed, two-train project

Qatargas has inaugurated its much-delayed 15.6 tonne/year
Qatargas 2 in a ceremony in Ras Laffan City, the industrial complex
north of Doha that has grown up around the country’s LNG export
industry.

The inauguration follows delivery last month of the project’s
first cargo, carried by the 210,000-cu m Q-Flex vessel Tembek, to
the new South Hook terminal at Milford Haven, UK.

Qatargas 2 originally was to have produced its first cargo in late
2007, but mechanical problems and labor difficulties slowed its
progress, according to press reports.

The project, according to Qatargas, is the world’s “first fully

10
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the decision to make an additional investment.”

Prior to this week’s announcement, Sumitomo Chemical chose
to have its petrochemicals business in Tokyo manage the Rabigh
project, considered one of the world’s largest integrated complexes
for petroleum refining and petrochemical manufacture.

Petro Rabigh will independently operate the complex, while
Sumitomo Chemical will be responsible for the sale of produced
petrochemical derivatives.

Placid Refining completes hydrotreater

Placid Refining Co. LLC completed its 20,000 b/d fluidized cat-
alytic cracker gasoline hydrotreater at its refinery in Port Allen, La.

The new unit, along with other improvements, will enable the
refinery to meet all applicable clean fuel standards for its products.

The $63 million project, the largest single capital project in
Placid’s history, is part of the refinery’s $300 million upgrade and
expansion to increase capacity to 80,000 b/d from 55,000 b/d
while reducing total air emissions by 50%.

Mustang, a subsidiary of international energy services company
John Wood Group PLC, provided the engineering, design, procure-
ment, and construction management for the project. 4

— Quick Takes

integrated value chain LNG venture.” It consists of three offshore
unmanned platforms, two of the world’s largest LNG trains, each
capable of producing 7.8 million tonnes/year, 850,000 tpy of LPG,
140,000 b/d of condensate, five 145,000 cu m storage tanks, and
a fleet of 14 Q-Flex and Q-Max ships. Vessels in the latter category
can carry upwards of 266,000 cu m of LNG.

Qatargas 2 consists of Trains 4 and 5; each employs Air Prod-
uct’s proprietary APX process technology. It was LNG produced
from Train 4 that arrived at the South Hook for use in commis-
sioning the terminal. Ownership in Train 4 is split between Qatar
Petroleum 70% and ExxonMobil Corp. 30%. Train 5 is owned by
Qatar Petroleum 65%, ExxonMobil 18.3%, and Total SA 16.7%.

Total was a late comer to the project, buying into the project
in late 2006. Total also holds 8.35% in the South Hook. QP holds
67.5% and ExxonMobil 24.15%.

Located in West Pembrokeshire in Wales, the terminal is the
largest LNG receiving terminal in Europe, according to Qatargas,
with capacity of 15.6 million tpy and employing the largest diam-
eter storage tanks in the world. South Hook’s sendout will be able
to meet up to 20% of current UK natural gas demand, according
to project sponsors.

NWS group marks LNG production milestone

The Woodside Petroleum Ltd.-operated North West Shelf joint
venture’s LNG plant on the Burrup Peninsula near Karratha in
Western Australia marks its 20th anniversary this month of LNG
production coming on stream. The first shipment of LNG left for
Japan in late July 1989.

North West Shelf Australia LNG Pres. Peter Cleary said the origi-
nal 20-year contracts signed in 1985 with the Japanese had under-

pinned the development of the LNG production and export facili-
ties. 4
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Missed an argument

The editorial “Oppose cap-and-trade”
missed a vital part of the argument to
stop cap-and-trade (OGJ, Mar. 9, 2009,
p- 16).

A tax is a simple matter to stop. Put-
ting a cap-and-trade system into place
is creating another bureaucracy. As all
should know, a bureaucracy never gets
undone. It only grows.

Neither system would do anything
for climate change. Either of them
would be an expensive waste.

Toby Elster
Consulting geologist
Wichita

Platform flyways

The industry cannot thank you too
much for publishing “Oil and aviation
safety” (OGJ, Mar. 16, 2009, p. 20).
Hopefully, responsible parties will buy
reprints and circulate them to vital news
media worldwide. This would update
and support such previous documen-
taries as the API's “Steel Reefs” film
that showed huge fish swarms around
marine offshore petroleum drilling and
production platforms.

Particular interest should exist, too,
in long-distance bird migration across
the Gulf of Mexico. Surely there are
instances of exhausted birds resting
on such platforms, drinking rainwater
collected thereon, and doing their own
replenishment fishing before proceeding
to their destinations. Perhaps intelligent
estimates are published of the number of
birds with prolonged lives because these
platforms exist.

Since air traffic is now monitored
on these installations, they might also
monitor migratory bird traffic if so
instrumented. Such data should be of
interest to a big variety of entities—e.g.,
the Audubon and National Geographic
societies—and might be further docu-
mented from various other discrete
sources.

Harrison T. Brundage
Retired geologist and technical writer

Houston
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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

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.
org. 19-21.

ERTC Coking & Gasifica-
tion Conference, Budapest,
441737 365100, +44
1737 365101 (fax), e-mail:
events(@gtforum.com, website:

www.gtforum.com. 20-22.

Hannover Messe Pipeline
Technology Conference, Han-
nover, +49 511 89 31240,
+49 511 89 32626 (fax),
website: www.hannovermesse.
de. 20-24.

IADC DriHing HSE Middle
East Conference & Exhibition,
Abu Dhabi, (713) 292-
1945, (713) 292-1946
(fax), e-mail: conferences@,
iadc.org, website: www.iadc.
org. 21-22.

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

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

Pipeline Transport Conference

& Exhibition, Moscow, +43
1230 85 35 33, website:

Oil & Gas Journal / Apr.

e n d a

r

www.expopipeline.com.
21-23.

Base Oils and Lubricants in
Russia & CIS Conference,
Moscow, +44 (0) 1242 529
090, +44 (0) 1242 529
060 (fax), e-mail: wra@
theenergyexchange.co.uk,
website: www.wraconferences.
com. 22-23.

Instrumentation Systems Auto-
mation Show & Conference,
(ISA), Calgary, Alta., (403)
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 Oil 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 (fax),
e-mail: blaine(@entelec.org,
website: www.entelec.org. Apr.

mail: eage(@eage.org, website:
WWW.eage.org. 4-6.

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

org. 4-7.

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

sors.com. 5.

Interstate Ol and Gas
Compact Commission Midyear
Meeting (I0GCC), Anchorage,
(405) 525-3556, (405)
525-3592 (fax), e-mail:
fogee(@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:
amorris77@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.

29-May 1.

MAY

EAGE International Petroleum
Conference & Exhibition,
Shiraz, +31 88 995 5055,
+31 30 6343524 (fax), e-

13,2009

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: Icrowley @)
ou.edu. Website: www.ishm.
info. 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) Mecting,
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 (fux),
e-mail: wilson(@nfemail.com,

website: www.New-Fields.com.

13-14.

Louisiana 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.

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

wiww.iedc.org. 21.

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

(fax), website: wiww.gastech.
couk. 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,
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.

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 (fux), 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.

Petro.t.ex Africa Exhibition &
Conference, Johannesburg, +27
21713 3360,+27 21713
3366 (fax), website: www.
fairconsultants.com. 9-11.

Asia Oil & Gas Confer-

ence, Kuala Lumpur, 65
62220230, 65 62220121
(fax), e-mail: info@
cconnection.org, website: www.
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.ee,

website: www.oilshalesympo-
sium.com. 8-11.

Oil 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/
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.
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PIRA Scenario Planning
Conference, London, (212)
686-6808, (212) 686-
6628 (fax), e-mail: sales(@
pira.com, website: www.pira.
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.

PIRA Understanding Global
0Oil Markets Seminar, London,
44 1493 751 316, e-mail:
miles@pira.com, website:

www.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.

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

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

Society of Professional

Well Log Analysts Annual
Symposium (SPWLA), The
Woodlands, Tex., (713) 947-
8717, (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

e n d a r

(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,
Westminister, 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)
207 596 5106 (fax), e-mail:
oilgas@ite-exhibitions.com,
website: www.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 (fax),
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

SPE Asia Pacific Health, Safety,
Security and Environment
Conference and Exhibition,
Jakarta, (972) 952-9393,
(972) 952-9435 (fux), 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 @pspe.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(@pennwell.com,
website: www.oilsandstech-

nologies.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 (fax),
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
0Oil & 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.

EAGE Near Surface European
Meeting, Dublin, +31 88
995 5055,+31 30
6343524 (fax), e-mail:
eage(@eage.org, website: www.
eage.org. 7-9.

IAEE European Conference,
Vienng, (216) 464-5365,
e-mail: iaee(@jaee.org, website:
www.iaee.org. 7-10.

Offshore Europe Conference,
Aberdeen, +44 (0) 20 7299
3300, e-mail: nbradbury@
spe.org, website: www.offshore-

europe.co.uk. 8-11.

4 GPA Rocky Mountain
Annual Meeting, Denver,
(918) 493-3872,(918)
493-3875 (fax), e-mail:
pmirkin@gpaglobal.org, web-
site: www.gpaglobal.org. 9.

GITA’s GIS Annudl Oil & Gas
Conference, Houston, (303)
337-0513,(303) 337-
1001 (fax), e-mil: info(@
gita.org, website: www.gita.
org/ogea. 14-16.

Polar Petroleum Potential 3P
Conference, Moscow, (918)
584-2555, (918) 560-
2665 (fax), website: www.

aapg.org. 16-18.

ADC Drilling HSE Europe
Conference & Exhibition, Am-
sterdam, (713) 292-1945,
(713) 292-1946 (fux),
e-mail: conferences@jadc.org,
website: www.iadc.org. 23-24.

SPE Eastern Regional Meeting,
Chatleston, Wa., (972)
952-9393,(972) 952-
9435 (fax), e-mail: spedal @)

spe.org, website: www.spe.org.
23-25.

ERTC Sustainable Refining
Conference, Brussels, 44

1737 365100, +44 1737
365101 (fax), e-mail:
events(@gtforum.com, website:

www.gtforum.com. 28-30.

DGMK Production and Use
of Light Olefins Conference,
Dresden, 040 639004 0,
040 639004 50, website:
wivw.dgmk.de. 28-30.

TADC Advanced Rig Technol-
ogy Conference, Houston,
(713) 292-1945, (713)
292-1946 (fax), e-mail:
conferences(@jiadc.org, website:
www.iadc.org. 29.

Unconventional Gas
International Conference &
Exhibition, Fort Worth, Tex.,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennwell.com,
website: www.unconventional-

gas.net. Sept. 29-Oct. 1.

ERTC Biofuels+ Conference,
Brussels, 44 1737 365100,
+44 1737 365101 (fux),
e-mail: events(@gtforum.com,

website: www.gtforum.com.
Sept. 30-Oct. 2.

OCTOBER

Interstate Oil and Gas
Compact Commission Annual
Meeting (I0GCC), Biloxi,
Miss., (405) 525-3556,
(405) 525-3592 (fax),
e-mail: iogec@iogec.state.
ok.us, website: www.iogec.
state.ok.us. 4-6.

SPE Annual Technical Confer-
ence and Exhibition, New
Orleans, (972) 952-9393,
(972) 952-9435 (fax), e-
mail: spedal @spe.org, website:
WIVW.5pe.01g. 4-7.

World Gas Conference,
Buenos Aires, +54 11 5252
9801, e-mail: registration(@
wgc2009.com, website: www.
wgc2009.com. 5-9.

ISA EXPO, Houston, (919)
549-8411, (919) 549-
8288 (fax), e-mail: info@)
isa.org, website: www.isa.

org. 6-8.

Kazakhstan International Oil
& Gas Exhibition & Confer-
ence (KIOGE), Almaty, +44
(0) 207 596 5233, +44
(0) 207 596 5106 (fax), e-
mail: oilgas@ite-exhibitions.

com, website: www.oilgas-
events.com. 6-9.

NPRA Q&A and Technology
Forum, Ft.Worth, Tex., (202)
457-0480, (202) 457-
0486 (fax), e-mail: info@)
npra.oxg, website: www.npra.
org. 11-14.

API Fall Petroleum Measure-
ment Standards Meeting, Cal-
gary, Alta., (202) 682-8000,
(202) 682-8222 (fux),
website: www.api.org. 12-15.

+GPA Houston Annual Meet-
ing, Houston, (918) 493-
3872,(918) 493-3875
(fax), e-mail: pmirkin@)
gpaglobal..org, website: www.
gpaglobal.org. 13.

International Oil & Gas Ex-
ploration, Production & Refin-
ing Exhibition, Jakarta, +44
(0)20 7840 2100, +44
(0)20 7840 2111 (fax),
e-mail: ogti@oesallworld.com,
website: www.allworldexhibi
tions.com. 14-17.

SPE/EAGE Reservoir Charac-
terization and Simulation Con-
ference and Exhibition, Abu
Dhabi, (972) 952-9393,
(972) 952-9435 (fax), e-
mail: spedal @spe.org, website:
www.spe.org. 18-21.

GSA Annual Meeting, Portland,
(303) 357-1000, (303)
357-1070 (fax), e-mail:
meetings(@geosociety.org,

website: www. geosociety.org.
18-21.

SEG International Exposition
and Annual Meeting, Houston,
(918) 497-5500, (918)
497-5557 (fax), e-mail:
register(@seg.org, website:
www.seg.org. 25-30.

SPE/IADC Middle East Drill-
ing Conference & Exhibition,
Manama, +971 4 390
3540, 4971 4 366 4648
(fax), e-mail: spedal @spe.org,
website: www.spe.org. 26-28.
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Louisiana Gulf Coast Oil Ex-
position (LAGCOE), Lafayette,
(337) 235-4055, (337)
237-1030 (fax), e-mail:
Iynette(@lagcoe.com, website:
www.lageoe.com. 27-29.

Offshore Middle East Confer-
ence & Exhibition, Manama,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennvwell.com,
website: www.offshoremiddlee-
ast.com. 27-29.

NOVEMBER

Deep Offshore Technology
International Conference &
Exhibition, Monte Carlo,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennwell.com,
website: www.deepoffshoretech-
nology.com. 3-5.

IPAA Annual Meeting, New
Orleans, (202) 857-4722,
(202) 857-4799 (fux),

website: www.ipaa.org. 4-6.

4GPA North Texas Annual
Meeting, Dallas, (918) 493-
3872, (918) 493-3875
(fax), e-mail: pmirkin@)
gpaglobal.oxg, website: www.
gpaglobal.org. 5.

Capture and Geological Storage
of CO, Symposium, Paris,
+33 1475267 21,+33
147 52 70 96 (fax), e-mail:
patricia.fulgoni @jfp.fr, web-

site: www.CO2symposium.
com. 5-6.

TADC Annual Meeting, Miami,
(713) 292-1945, (713)
292-1946 (fax), e-mail:
conferences(@jiadc.org, website:
www.iadc.org. 9-10.

API Fall Refining and Equip-
ment Standards Meeting, Dal-
las, (202) 682-8000, (202)
682-8222 (fax), website:

www.api.org/events. 9-11.

Deepwater Operations Confer-
ence & Exhibition, Galveston,
Tex., (918) 831-9160,

(918) 831-9161 (fax), e-
mail: registration@pennwell.
com, website: www.deepwater-

operations.com. 10-12.

SPE International Oil and Gas
China Conference & Exhibi-
tion, Beijing, (972) 952-
9393, (972) 952-9435
(fax), e-mail: spedal @spe.org,
website: www.spe.org. 10-12.

ASME International Mechani-
cal Engineering Congress and
Exposition (IMECE), Lake
BuenaVistq, Fla., (973) 882-
1170,(973) 882-1717
(fax), e-mail: infocentral @)
asme.org, website: www.asme.
org. 13-19.

IADC Completions Conference,
Houston, (713) 292-1945,
(713) 292-1946 (fux),
e-mail: conferences@iadc.org,

website: www.iadc.org. 17.

Houston Energy Financial
Forum, Houston, (918) 831-
9160, (918) 831-9161
(fax), e-mail: registration(@)
pennwell.com, website: www.
accessanalyst.net. 17-19.

TADC Well Control Asia Pa-
cific Conference & Exhibition,
Bangkok, (713) 292-1945,
(713) 292-1946 (fux),
e-mail: conferences@jadc.org,
website: www.iadc.org. 18-19.

DECEMBER
World LNG Summit, Bar-
celong, +44 (0)20 7978
0000, +44 (0)20 7978
0099 (fax), e-mail: info@
thecwegroup.com, website:
www.thecwegroup.com. 1-4.

Emerging Unconventional Re-
sources Conference & Exhibi-
tion, Shreveport, (918) 831-
9160, (918) 831-9161
(fax), e-mail: registration(@)
pennwell.com, website: www.
emergingresourcesconference.
com. 8-10.
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PIRA Natural Gas Markets
Conference, New York, (212)
686-6808, (212) 686-
6628 (fax), e-mail: sales(@
pira.com, website: WWW.pird.
com. 14-15.

PIRA Understanding Natural
Gas and LNG Markets Semi-
nar, New Yok, (212) 686-
6808, (212) 686-6628

(fax), website: www.pira.com.
14-15.

PIRA Understanding Global
0il Markets Seminar, New
York, (212) 686-6808,
(212) 686-6628 (fax),

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

2010
JANUARY

Oil & Gas Maintenance
Technology Conference &
Exhibition Co-located with
Pipeline Rehabilitation and
Maintenance, Cairo, (918)
831-9160, (918) 831-
9161 (fax), e-mail: registra-
tion(@pennvwell.com, website:
www.oilandgasmaintenance.
com. 19-21.

Pipeline Rehabilitation &
Maintenance Co-located with
0Oil & Gas Maintenance Tech-
nology, Cairo, (918) 831-
9160, (918) 831-9161
(fax), e-mail: registration(@)
pennwell.com, website: www.
pipeline-rehab.com. 19-21.

API Exploration and Produc-
tion Winter Standards Meeting,
New Orleans, (202) 682-
8000, (202) 682-8222,
website: www.api.org. 25-29.

FRBRUARY

Deep Offshore Technology
International Conference &
Exhibition, Houston, (713)
963-6271,(713) 963
6296 (fax), e-mail: registra-
tion@pennwell.com, website:
www.dotinternational.net.
2-4.

+Laurance Reid Conditioning
Conference, Norman, Okla.,
(512) 970-5019, (512)
233-2877 (fax), e-mail:
bettyk(@ou.edu, website: www.
Irgec.org. 21-24.

MARCH

Subsea Tieback Forum &
Exhibition, Galveston, Tex.,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennwell.com,
website: www.subseatiebackfo-
rum.com. 2-4.

GPA Annual Convention, Aus-
tin, Tex., (918) 493-3872,
(918) 493-3875 (fax),
e-mail: pmirkin@gpaglobal.
org, website: www.GPAglobal.
org.21-24.

Offshore West Africa Confer-
ence & Exhibition, Luanda,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennvell.com,
website: www.offshorewesta-
frica.com. 23-25.

APRIL

Rocky Mountain Unconven-
tional Resources Confer-
ence & Exhibition, Denver,
(918) 831-9160, (918)
831-9161 (fax), e-mail:
registration(@pennwell.com,
website: www.RMURconfer-
ence.com. 6-8.

0Oil & Gas WestAsia
Conference, Muscat, +968
24660124, +968
24660125 (fax), e-mail:
omanexpo(@omantel.net.om,

website: www.ogwaexpo.com.
19-21

SEPTEMBER
World Energy Congress,
Montredl, (514) 397-1474,
(514) 397-9114 (fux),
e-mail: info@wecmon-
treal2010.ca, website: www.
wecmontreal201 Oexhibit.com.

12-16..

Kickoff Event for the OTC

21st Annual

ASME/UH

OTC
Crawfish
= Boil

Crawfish e Beer and soft drinks
Barbecue e Live band ® Raffles
Children’s games ¢ Desserts

Proceeds go to Engineering Scholarships

Sunday, May 3 /1-5 p.m.
$30/ticket ($35 at the door)

University of Houston
(entrance #1 — off Spur 5)

Lynn Eusan Park

For tickets & sponsorship
Information:

contact Diane Ashen, (713) 271-1983

Thank You 2008 Sponsors

TITANIUM SPONSORS

ASHEN & ASSOCIATES EXECUTIVE SEARCH,
RADOIL, CAMERON, DRIL-QUIP, AKER
KVAERNER, VETCO GRAY - A GE COMPANY,
WEATHERFORD, PENNWELL

PLATINUM SPONSORS
BAKER HUGHES, STRESS ENGINEERING
SERVICES, TECHNIP, AMECPARAGON,
OCEANEERING, SCHLUMBERGER, ALCOA
OIL & GAS, NATIONAL OILWELL VARCO

CORPORATE SPONSORS
TEJAS RESEARCH & ENGINEERING, TESCO
CORPORATION, TRANSOCEAN, NATCO, B.J.
SERVICES, OIL STATES, FORUM OILFIELD
TECHNOLOGIES, DASS MACHINE OF
ARKANSAS

bp

Event Underwriter
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S p e a k i n

The voles of Hoo Pen

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

As industrial facilities go, LNG termi-
nals are generally among the cleanest
and quietest to be found. But every ter-
minal has to start somewhere. And that
starting place comes with a history.

It may be the pristine coastal forests
of Oregon or Maine. Or, as in the case
of the UK’s Isle of Grain LNG terminal,
it may be a site where earlier industrial
activity—and nature—have left foot-
prints.

Beneath the gleaming, visually im-
pressive terminal on the Thames estuary
in north Kent lie some legacy effects
of the previous tenant, the BP Kent oil
refinery. And before even that, some
furrier tenants called the site home.

Building the terminal there had to
contend with both realities.

What's there

The site of the current terminal
began modern (i.e., post-World War
IT) industrial life as BP’s Kent refinery,
built in the early 1950s and closed as a
refinery in 1983.

Also, the site was home to one of the
UK’s five LNG peak-shaving plants op-
erated since 1981 by Transco Ltd., part
of what then was British Gas, which
purchased the refinery land to build an
LNG terminal. But increased North Sea
gas production torpedoed those earlier
terminal plans.

Transco became part of Lattice Group
PLC, which in 2002 merged with Na-
tional Grid Group PLC to form National
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Grid Transco, parent of Grain LNG. But
in late 2000, plans were already form-
ing to build the Grain LNG terminal to
address declining natural gas supplies
to the UK. That project started up in late
2005.

Grain LNG declined to specify
to OGJ what its own environmental
surveys found other than to call them
“legacy contamination issues” and
frequently to note its efforts to “protect
ecology” during site development. The
company did admit that site access “to
protect ecology...was often limited by
the presence of asbestos.”

Anyone familiar with refinery sites
even in environmentally conscious Brit-
ain can imagine what else lay on and
beneath the surface.

But Grain also cited its efforts in
another environmental issue that came
with the site.

The Isle of Grain (from Old Eng-
lish greon meaning “gravel”) is not an
island at all but the north end of the
Hoo (OE for “spur of land”) Peninsula.
A line of sand and clay hills dominates
its landscape surrounded by extensive
marshland consisting of alluvial silt.

In addition to the anticipated con-
tamination problems Grain LNG faced,
it turns out that Hoo Peninsula is,
according to the company, one of the
“few remaining strongholds in Britain”
for water voles.

A water vole, according to the BBC
website, is a small mammal that grows
to a body length of 5-8 in. and has dark
fur, a round body, a short, fat face, and a
long, fur-covered tail. Anyone fortunate
enough to grow up in the UK since
1908 probably knows something about
water voles: A main character in Ken-
neth Grahame’s famous children’s book
Wind in the Willows is a water vole
named Ratty.

Protecting ‘Ratty’

But water voles are not rats. More
to the point, these mammals’ numbers
in the UK have been in near freefall
for decades. Intrusions of agricultural,
industrial, and residential development
into their marshy habitats have com-
bined with predation by the American
mink (Of course, the culprit has to be
American.) to shrink the water vole
population to a few 100,000 recently,
from an estimated 2 million in 1990,
according to several websites that track
Ratty’s descendants.

The Grain LNG terminal cannot be
blamed for being the first industrial
intruder on the water vole’s habitat,
but it has nonetheless taken on respon-
sibility not to aggravate the decline.
The company says it has embarked on
a coordinated “mink strategy” that
involves landowners and statutory au-
thorities working together. “The aim is
to maintain the current distribution and
numbers of water vole on the Isle of
Grain by controlling mink” before they
reach the site.

This requires close communication
with landowners and other organiza-
tions, interested in conserving the
creature, about any occurrences of
mink within Hoo Peninsula. Efforts also
include monthly checks of rafts on site
for evidence of mink and prompt trap-
ping if such is reported.

Other environmental sensibilities
probably prevent Grain from turning
this trapping effort into another profit-
able sideline. A modern dilemma if
there ever was one.

But LNG is a modern commodity—
and a clean one. And natural gas can
warm almost as well as a mink coat. 4
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Recruiting problems ahead
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The oil and gas industry fretted about recruit-
ment of engineers and scientists while it was
scrambling to hire them in the boom years that
now are history. Now it’s fretting about the future
supply of engineers and scientists as it lays them
off by the thousands.

At the RMI Oilfield Breakfast Forum in Hous-
ton Apr. 8, RMI Pres. Steve Jacobs asked speakers to
identify their greatest immediate worry. Three of
the four—chief or high-ranking executives of an
oil company, a service firm, and a drilling con-
tractor—responded with, as one of them worded
the answer, “keeping talented people.” The fourth
speaker, an investment analyst, said his main con-
cern was the economy. When business conditions
were opposite those of the present, speakers at
industry functions routinely said the same thing.

Talent pool

This is no surprise. In good times and bad, the
oil and gas industry depends on its talent pool.
That it can’t keep the pool full when commod-
ity prices crash is a painful business imperative.
Managers making layoff decisions don’t need to
be reminded how much the industry’s oscillating
employment record hurts.

But a reputation for cyclicality isn’t the only
obstacle companies will face when they resume
hiring, especially for entry-level positions, when
the business recovers. The industry’s chronic un-
popularity is another. And related to that problem
is the supposition that oil and gas are yesterday’s
fuels. Why would anyone contemplating a career
or job change stake his or her future on substances
thought to be in their dying years?

In the premise of that question, people knowl-
edgeable about oil and gas markets see fatal flaws.
But most people in the US, especially young peo-
ple who haven't studied the subject, do not. They
read that the world is running out of oil. They
hear government officials talk about switching to
renewable fuels to cure a national “addiction” to
petroleum. The younger ones have been told since
grade school that the use of fossil energy warms
the planet dangerously, so any alternative must be
superior.

The problem has intensified with a recent on-
slaught of legislative, regulatory, and budget pro-
posals that seem designed to drive oil and gas out
of the energy mix and the industry that supplies
fluid hydrocarbons out of the country. Denials by
the Obama administration that this is the intention
don’t align with what’s happening. The plan seems
to be to shrink access by producers to hydrocar-
bon resources on federal land and to sap cash from
oil and gas companies to fund initiatives in other
areas, including heavy subsidization of noncom-
mercial energy.

As has been argued here frequently, the indus-
try has good reason to resist policy errors like
these as the threats to national prosperity that they
are. But it has a further reason, related to staffing,
to fight the notion underlying these moves that
the US can afford to treat oil and gas as fuels ap-
proaching extinction: No one wants to feel like a
dinosaur at work.

Expectations about the death of oil and gas,
deliberate or otherwise, are unreasonable. In its
Annual Energy Outlook published last month, the
Energy Information Administration projects big
changes in the US oil market, most related to con-
servation and renewable fuel. One major change is
the cessation of growth in consumption of oil as
use of liquid fuels increases by only 1 million b/d
between 2007 and 2030 and as ethanol and other
biofuels make up the difference.

Course correction

That’s a noteworthy course correction. It’s also
inevitable: Oil consumption can’t climb forever. In
EIA’s reference-case forecast, however, the industry
still supplies 14.32 million b/d of crude oil to
the US in 2030, including 7.37 million b/d from
domestic fields.

These numbers do not indicate an industry like-
ly to disappear any time soon. And future policies
can’t change them much except at untenable cost.
Finding, producing, transporting, and processing
the oil and gas that the US will continue to need,
no matter what its government does, will require
much work for many years. That work, lest anyone
forget, must be done by people. 4

Oil & Cas Journal / Apr. 13, 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=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13908&adid=logo

EAGE

EUROPEAN
ASSOCIATION OF
GEOSCIENTISTS &
ENGINEERS

”’ﬁ\ gmsterdam'


http://www.qmags.com/clickthrough.asp?url=www.eage.org&id=13908&adid=P19A1
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.ogjonline.com&id=13908&adid=logo
http://www.qmags.com/clickthrough.asp?url=www.qmags.com&id=13908&adid=logo

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

Oil and gas producing countries
in Latin America have adopted diverse
approaches to energy policy and the
extent to which international compa-
nies are allowed to invest or operate in
conjunction with the various national
oil companies.

Rice University’s James Baker
Institute hosted a Feb. 26 conference
in which speakers discussed Latin
America’s changing energy

landscape, which continues

tln Amerlﬂaﬂ ["I, gas to be heavily influenced by

policies remain in flux | 2

economics, geopolitics, and
sometimes very localized

Paula Dittrick
Senior Staff Writer
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Privatization and deregu-
lation were common in the
early 1990s as Latin America govern-
ments tended to allow increased par-
ticipation by international oil and gas
companies.

Bolivia and Argentina sold their
state-owned oil companies while Brazil
broke its monopoly. Venezuela shifted
toward privatization and deregulation
before reverting to resource national-
ism—meaning the government sets
exploration and production terms.

Mexico is the only country that re-
mains closed to outside oil companies,
although it established service contracts
in recent years. Recent legal reforms
might set the stage to eventually enable
international operators to explore and
produce in Mexico.

This article provides a brief coun-
try-by-county review and examines
possible scenarios for energy policy in
Mexico, Brazil, Venezuela, and Argen-
tina.

Mexico production dips

Mexico needs to offset declining
production in Cantarell field and else-
where.

Recent energy reform legislation
reportedly broadens the flexibility with
which state-run Petroleos Mexicanos
can arrange contracts.

Contractors and international oil
companies are waiting to see what
future relationships with Pemex might
emerge. Pemex was created after

President Lazaro Cardenas nationalized
the oil industry in 1938. It remains a
monopoly today.

Increases from Chicontepec oil and
gas field and Mexico’s eventual first
forays in the deepwater Gulf of Mexico
are expected to help build produc-
tion. Pemex officials cite Chicontepec
as a stop-gap measure pending future
deepwater production. The field is in
Veracruz and Puebla states.

Total Mexican oil production fell
to an average 2.8 million b/d in
2008—the lowest level in 13 years. Pe-
mex expects that 2009 production will
average 2.85 million b/d and will re-
turn to 3 million b/d in 2015. Mexico’s
production peaked at 3.4 million b/d
in 2004.

Pemex expects to see deepwater
production around 2015. It anticipates
92,000 b/d from deep water in 2017,
Pemex Chief Executive Jesus Reyes Her-
oles told reporters in Houston during
the Cambridge Energy Research Associ-
ates conference.

Reyes Heroles said Pemex plans to
drill 27 wells in more than 1,640 ft of
water in 2008-12 compared with hav-
ing drilled six deepwater wells during
2004-07.

In February, Pemex announced a
170-well tender for Chicontepec. The
tender’s winning bid is expected to be
announced in April with work sched-
uled to start in May.

Chicontepec is a complicated basin
where production has been slower than
expected, Reyes Heroles and Veracruz
Gov. Fidel Herrera Beltran both told
reporters in separate visits to Houston.
Beltran spoke at Rice University’s Latin
American energy conference.

Chicontepec pay is an Eocene tur-
bidite with three zones. Wells in the
widespread sand are less prolific than
wells elsewhere in Mexico, although
researchers hope that technology can
improve production rates.

Pemex said this month that Chicon-
tepec averaged 707 operating wells in
2008 and 35 drilling rigs as of January
2009.The field’s fourth-quarter 2008
production was 30,000 b/d.
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national Ltd. was awarded three contracts in 9 months to provide drilling rigs and workover rigs in Chicontepec. Photo

from Weatherford.

The goal is to produce some
700,000 b/d by 2017. Pemex said
that as of Dec. 31, 2008, Chicontepec
had estimated proved reserves of 668
million boe, probable reserves of 8.8
billion boe, and possible reserves of 7.9
billion boe.

Brazil's consistent policy

Two consecutive Brazilian presi-
dents maintained flexible oil and gas
regulations and partial privatization of
Petroleos Brasileiro SA (Petrobras), said
David R. Mares, Baker Institute scholar
and a political science professor at the
University of California, San Diego.

Former President Fernando Henrique
Cardoso established an energy policy
that current President Luiz Inacio Lula
da Silva supports, Mares said.

Both Cardoso and Lula sought to at-
tract energy investors and to pass along
some energy revenues to Brazil’s social

Oil & Gas Journal / Apr. 13, 2009

programs. Lula took office Jan. 1, 2003,
and was reelected in 2006, extending
his term until Jan. 1, 2011.

“We don’t know what is going to
happen in Brazil...what combination
of privatization and regulatory reforms
will provide the best answer,” Mares
said. “Total privatization for Brazil is not
in the cards.”

He described Brazil as “very high”
on resource nationalism after the
mid-1970s. Constitutional reforms
in 1995-97 moved Brazil away from
resource nationalism. Energy secu-
rity was a difficult issue in 2002, said
Mares, who believes Brazil moved “a
little more toward energy nationalism”
during 2008. Currently, the Brazilian
government is examining how to regu-
late exploration and drilling in a presalt
region off Brazil. Lula commissioned a
task force to make recommendations.

Separate from the Rice conference,

Brazilian attorney Luiz
Antonio Maia Espinola de
Lemos foresees two possible
scenarios:

* The government could
create a state-run company
that would manage devel-
opment of the oil reserves
in the presalt through
partnerships with any firm,
including Petrobras, in ex-
ploring the presalt areas yet
to be auctioned.

* A second possible
plan would focus on rais-
ing mining taxes and oil
royalties to provide more
income from the province.
Either change is likely to
need ratification by Brazil’s
Senate, Lemos said.

Brazil plans to invest
anticipated additional oil
revenues in education and
social development. The
government also wants ad-
ditional development of the
local oil and gas industry
and for Brazil to become
self-sufficient with technol-
ogy, Lemos said.

Mares said subsalt development is
expensive and technologically risky.
Brazil could find it increasingly difficult
to raise capital given development ex-
penses combined with tightening credit
markets and lower oil prices.

“In these conditions Petrobras’s
credibility becomes an increasingly
important asset because the company’s
investment will be influenced by Bra-
zil’s needs more than would be the case
for international oil companies,” Mares
said.

Chavez changes PDVSA

Venezuela’s national politics led to
a restructuring of Petroleos de Venezu-
ela SA (PDVSA). Laurence Whitehead,
Oxford University’s Official Fellow in
Politics, said, “The total upheaval that
took place in Venezuela is the result of
one particular president.”
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drilled 119 wells
through the end of
2008. Weatherford is
using an average of
70% owned rigs with
the rest provided by
third parties.

ATG1 and ATG2
M each involve 10
drilling rigs and
2 workover rigs.
Schlumberger was
awarded the ATG3
s contract.
Becnel said
L | Weatherford can drill
X a well in Chicon-
tepec field in 8-18

*Wells drilled through 2001.
Source: After Cheatwood & Guzman, 2002

Pemex is in the process of awarding
a series of contracts to service provid-
ers and drilling companies to acceler-
ate production in Chicontepec, which
was discovered during the 1920s.

The contracts are known as Aceite
Terciario del Golfo (ATG). Weatherford
International Ltd. was awarded three
contracts in 9 months, said Andrew
Becnel, Weatherford'’s senior vice-presi-
dent and chief financial officer.

A $646 million contract announced

Venezuelan President Hugo Chavez
initiated administrative changes in the
oil company following a December
2002 oil workers strike in which PDVSA
senior executives participated.

Putting the government’s national
development policy ahead of PDVSA’s
commercial strategy, Chavez appointed
Rafael Ramirez as both petroleum min-
ister and PDVSA director. Two thirds of
PDVSA’s budget was dedicated to social
welfare.

Chavez raised taxes and royalties and
altered the contract regime. Private oil
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Contractors to accelerate Chicontepec drilling

Mar. 31 is ATG4. Weatherford will pro-
vide 6 drilling rigs and 2 workover rigs.
The 3-year contract, scheduled to start
June 1, is for 500 wells. The contract
calls for Weatherford to provide many
services, including directional drilling,
fracturing, completions, and artificial
lift.

Previously, Weatherford was
awarded the ATG1 and ATG2 contracts,
each for 300 wells. For these contracts,

companies had to convert contracts into
PDVSA joint ventures in which PDVSA
takes more than 50% interest and ac-
quires all production.

Ramon Espinasa, a consultant for
the Inter-American Development Bank,
told the Baker Institute’s Latin America
conference that Venezuela’s production
has fallen steadily since 2005.

“That is a consequence of the mas-
sive loss of knowledge stemming from
the strike,” Espinasa said, noting that he
spoke only on behalf of himself rather
than as a bank representative.

days, down from 60
days when Pemex
began developing
the field. Pemex’s
recovery factor is 7%
so far, but Weather-
ford expects to improve that.

Evolving drilling technology has im-
proved the economics of Chicontepec
pay, which is an Eocene turbidite with
three zones. Wells in the widespread
sand have been less prolific than wells
elsewhere in Mexico.

Pemex aims to produce 700,000 b/d
from Chicontepec by 2013-15. Govern-
ment officials cite production at 30,000
b/d as of Dec. 31, 2008. Pemex wants to
drill 1,200-1,500 wells/year for 10 years

“PDVSA as it was cannot be recreat-
ed,” Espinasa said. He suggested PDVSA
needs a different regulatory model,
perhaps one patterned after Norway’s.

Argentina’s energy reforms
Energy policy reforms were part of
a broader overall reform that Argentina
launched in 1990 when most state
companies in all industries were priva-
tized (OGJ, Dec. 2, 2007, p. 20).
Argentina will have a new president
in 2011, said Mark Jones, a Rice Uni-
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until reaching a total of 15,000-17,000
wells.

For comparison, Pemex drilled an
average 675 wells/year during the last 5
years across all its basins.

Becnel compares the geology of
Chicontepec with the Denver basin
in the US. He noted that the 17,000
wells Pemex plans to drill in Chicon-
tepec represent the largest integrated
project worldwide today of which he
is aware.

Weatherford and other contractors
are helping accelerate the pace of
drilling and production. Weatherford
moved 20 rigs into Mexico within 6
months and had to build a new, 50,000
sq ft base to service the project. Roads
and drilling sites must be built in many
circumstances to get the rigs into
place.

“By the end of this year, Weatherford
should have more than 30 rigs running
in the field,” Becnel said. Each Weather-
ford rig is expected to drill on average
2.5 wells/month for a total peak run
rate of about 70 wells/month.

A typical pad has 10-18 wells. A few
wells will be vertical or horizontal, but
most will be directional in an S pattern
with vertical upper and lower sections
to achieve 4- to 8-acre spacing in the
reservoir. Bottomhole locations are
200-800 m apart, said Peter Fontana,
Weatherford vice-president for Latin
America.

The field is divided into eight blocks

versity political science professor.

“From a business perspective, any
contract signed now might not be hon-
ored by the next president,” Jones said.
Currently, the provinces grant oil and
gas licenses to foreign companies, but
the national government retains juris-
diction over national energy policy.

Price controls on oil and gas have
discouraged some outside investors
since late 2001 when Argentina expe-
rienced an economic downturn and a
CUrrency Crisis.

During the 1990s, Argentine com-
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of which Weatherford is drilling in six.
True vertical depth of the reservoir is
2,500-3,000 ft in the northwest and
7,500 ft in the southeast.

Footage per well at 7,500 ftTVD
depends on the displacement and can
be as much as 9,000 ft. Maximum well-
bore angle is 45° except in the horizon-
tal wells.

Fontana said standard hydraulic
fracturing has been used so far in the
field, which is an old seabed canyon
that nears 60 km by 150-200 km. Mul-
tiple layers of sand are embedded with
shale.

He said the pay is 1,200 ft thick at the
thickest portion and requires several
frac stages to yield 14-24° gravity oil.

Weatherford’s fracs will use nitrogen
or carbon dioxide to recover the frac
fluids. The Switzerland-based company
is scheduled to introduce the use of
coiled tubing drilling into the field this
month. This will be the first time coiled
tubing drilling has been used in Chi-
contepec. Weatherford has its own frac
equipment and its own coiled tubing
units.

Flush production rates vary widely.
A well can start producing at 300-400
b/d but then it settles down to about
150 b/d on artificial lift.

Pemex is putting out tenders for
artificial lift systems. The main type
has been sucker-rod beam pumps, but
Pemex is moving toward using more
progressing cavity pumps.

panies could market freely within the
country or could export production at
unregulated prices. This attracted bil-
lions of dollars invested in exploration,
development, and infrastructure. After
2001, Argentina reregulated domestic
prices while curtailing some exports
and taxing others.

“It looks like Argentina is going to
become a net petroleum importer,”
Jones said, adding that the country
already is a net natural gas importer.

Apache Corp. of Houston recently
said Neuquen Province extended the

company'’s eight oil and gas concessions
for 10 more years. Those concessions,
covering 590,000 acres, would have
expired in 2015-17.

In exchange, Apache agreed to pay
a $23 million bonus, increase the pro-
vincial royalty to 15% from 12%, and
spend up to $320 million in a future
work program. Apache plans to pursue
similar extensions for concessions on
Tierra del Fuego. 4

Low oil prices
pinching Venezuela,
minister says

Eric Watkins
Oil Diplomacy Editor

Venezuelan Finance Minister Ali Ro-
driguez Araque said the drop in world
oil prices will cause budget revenues
of his country to be reformulated as
well as changes in economic growth
estimates, which are now 1-2%.

In an interview with Caracas’s El
Universal newspaper, Rodriguez—a
former minister of oil for Venezuela—
said the country’s projected revenues
have been adjusted to 156.38 billion
bolivares ($72.8 billion) due to the
drop in oil prices to $40/bbl from
$60/bbl.

Rodriguez said the main variable in
planning now “is the scenario of global
crisis and the effects it might have on
the oil market.” But he offered reassur-
ances, saying that “Venezuela, thanks to
its much-maligned exchange controls,
has a sort of wall that the strong waves
of this global tsunami have crashed
against.”

With the exception of the Stanford
fraud case, he said, “depositors here
have not suffered the slightest anxiety
over losing their savings.” He said,
“The Venezuelan financial sector is very
solid.”

For the most part, Rodriguez sup-
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ports efforts by the Organization of
Petroleum Exporting Countries to shore
up oil prices by reducing production.
“So far the measures that OPEC has
taken have managed to stop the drop in
oil prices, but there is still no indication
of a recovery, and it is still too soon to
know how much the oil sector might
be affected by a drop in demand,” he
said.

“There might be further drops in oil
prices if the global recession gets even
worse and that would be the variant
that could lead us to think of any other

[governmental] measure” to take, he
told the paper.

As for the oil price necessary for the
government to meet expenses, Rodri-
guez said, “We have already imple-
mented a cut to $40/bbl, and we need
to maintain a minimum of $40 for the
Venezuelan basket. For the moment we
would like to reach an average of $60
for the year, but it all depends on how
things go.”

The price of Venezuela’s gasoline,
which is scheduled to rise, was a sore

point with the minister. “Over here we
are paying for people to consume gaso-
line, which is a brutal waste,” he said.
“Those prices do not cover the cost of
extraction, transportation, reﬁning, and
the distribution of the gasoline in gas
stations.”

Continuing about gasoline, Rodri-
guez said that Venezuela’s “domestic
market is already 650,000 bbl, which is
brutal, and it goes without saying that
an adjustment will have to be made,
but it will have to be made at the right
time.” 4

Japan, Venezuela agree on oil, gas developments

Eric Watkins
Oil Diplomacy Editor

Japan and Venezuela, following
meetings in Tokyo between Venezuelan
President Hugo Chavez and Japanese
Prime Minister Taro Aso, have agreed to
investments of $33.5 billion to develop
oil and gas projects in Venezuela for
Japanese markets.

“Japan needs oil. Venezuela wants to
diversify its market. Japan is ideal for
us,” Chavez said, adding that the two
countries plan to cooperate in 12 proj-
ects altogether over the next 5 years,
including one of $8 billion on a block
in the Orinoco belt.

Chavez said he wants to supply Japan
“in the future” with 1 million b/d
of oil—about one third of the South
American nation’s current oil produc-
tion, according to official figures.

Among the agreements, Venezuela’s
state-owned Petroleos de Venezuela
SA (PDVSA) and Japan's Inpex Corp.;
Mitsubishi Corp.; and Japan Oil, Gas &
Metals National Corp. agreed to a 2-year
study to determine the precise reserves
of the Junin 11 Block and the cost of
extracting its oil.

Venezuela says Junin 11 Block is
confirmed to hold 35 billion bbl of
oil, with reserves of 6 billion bbl and a
long-term expected production level of
200,000 b/d.
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PDVSA also signed a memoran-
dum of understanding (MOU) with
Japanese trading houses Mitsubishi,
Mitsui, Itochu, and Marubeni for the
development of natural gas fields in the
offshore Proyecto Mariscal Sucre region,
which is dedicated to Venezuela’s first
LNG train.

“With this group as a Japanese
consortium, we aim to spend the next
month analyzing data provided by
Venezuela, with a view to making a
development proposal,” said Seiji Kato,
executive vice-president and chief
executive officer of Mitsubishi’s energy
business group.

“As the region seems to have con-
firmed massive gas reserves, it may take
us more than one month to analyze the
data,” Kato told journalists in Tokyo.

PDVSA holds a 60% stake in the gas
fields, and the remaining 40% will be
shared by other stakeholders, possibly
Qatar Petroleum (QP) and a selection
of Japanese companies, according to
Venezuelan Energy Minister Rafael
Ramirez.

A variety of partners have signed up
for the $12 billion LNG project, which
would be comprised of two 4.7-million
tonnes/year gas liquefaction plants.

Train 1 partners include PDVSA 60%,
Portugal’s Galp Energia (GALP) 15%,

Chevron 10%, QP 10%, and a Mitsui-
Mitsubishi joint venture 5%. Train 2
partners include PDVSA 60%, GALP
15%, Enarsa ofArgentina 10%, a joint
venture of Mitsubishi and Mitsui 5%,
and Itochu 10%.

State-owned Japan Bank for Inter-
national Cooperation (formerly the
Export-Import Bank of Japan) signed
an MOU to consider lending PDVSA
$1.5 billion to fund expansion of its
140,000 b/d El Palito and 200,000
b/d Puerto La Cruz refineries. Japanese
trading houses Mitsubishi Corp. and
Itochu also pledged $750 million for
each refinery.

PDVSA signed an MOU with Mar-
ubeni to jointly study different financ-
ing possibilities for industrial facili-
ties, which could be installed near the
extra-heavy oil upgraders in Carabobo
and Junin blocks in Venezuela’s Orinoco
belt.

Japan and Venezuela also have created
a $4 billion investment fund, which
would be part of a larger package of
investment in oil, petrochemicals, and
LNG production.

On a visit to Tokyo in March, Ramir-
ez met with Japan’s Economy, Trade, and
Industry Minister Toshihiro Nikai and
signed a memorandum aimed at deep-
ening their cooperation in the area of
energy development (OGJ Online, Mar.
20,2009). 4
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Putin: 0AQ Transneft
to complete ESPOs first
phase ‘within weeks’

Eric Watkins
Oil Diplomacy Editor

Russia’s Prime Minister Vladimir Pu-
tin on Apr. 7 said state-owned pipeline
operator OAO Transneft will complete
construction of the first phase of the
East Siberia-Pacific Ocean (ESPO) oil
pipeline “within weeks.”

“In just a few weeks, the phase dur-
ing which the pipeline will reach the

Chinese border will be over and we will

go further to the Pacific Ocean,” Putin
told Russia’s parliament.

The news will be welcomed in Chi-
na, which recently completed negotia-
tions with Russia for a 67-km pipeline
spur to run from the line’s Phase 1
endpoint at Skovorodino to the Chinese
border (OGJ Online, Mar. 9, 2009).
From the border, the Chinese also plan
to construct a 960-km pipeline link to
Daqing.

Putin’s remarks echoed statements
last week that construction of an oil

railway terminal in Skovorodino will be

completed by this August.

Officials said the first test trains will
begin running in October to Primorye
from the Skovorodino station, which

initially is designed to pump 15 million
tonnes/year of oil, eventually increasing

to 30 million tonnes.

The officials said that 11 sets of
railway tracks will be laid at the station
for pumping oil into tank cars, maneu-

vering in dispatching loaded trains, and

other technical purposes.
Under construction also are an auto-
mated oil delivery and receiving point

along with related transport facilities. As

many as 10 trains/day will depart from
Skovorodino to deliver oil to the export
terminal at Kozmino on Russia’s Pacific
Coast. Meanwhile, OAO Rosneft last
week said it will finish building a pipe-
line from its giant, newly developed
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Eric Watkins, Oil Diplomacy Editor

s a showdown looming in Ugan-
da? The oil and gas industry has
heard much recently of developments
in the country, not least the desire on
the part of Ugandan officials to de-
velop a refinery instead of an export

pipeline.

Well, it seems things are coming
to a head as the country considers
ways of taking more control over its
budding oil and gas industry with
the establishment of an oil and gas
policy, to say nothing of a national oil
company.

According to consultant IHS
Global Insight, Uganda’s Energy and
Mineral Development permanent
secretary Fred Kabagambe-Kaliisa last
week announced the government'’s
intentions with an overhaul of the
oil and gas policy to be implemented
before the end of the year. The pend-
ing Resource Management Law and
Revenue Management Law would see
the establishment of a new institu-
tional framework separating policy
from regulation and commercial ac-
tivities. It would also see the creation
of a state-owned Uganda Oil Co.

Refinery needed

“Uganda’s government officials all
talk of the country’s need to be able
to refine its own crude, and it seems
intent now on constructing a com-
mercial refinery which would require
a multibillion dollar investment,” said
the consultant.

In fact, IHS Global Insight now
strongly believes that “the Ugandan
government is unshakeable in its
belief that a refinery will be con-
structed; it is now only a question
of how large the facility will be and
what product slate it will have.”

Blog at www.ogjonline.com

Apparently the Ugandans are
emboldened by the results of a 2007
study conducted by the East African
Community that identified regional
demand of about 150,000 b/d of
petroleum products, a figure that is
growing at 5%/ year. While IHS Glob-
al Insight sees some merit in the idea
of a Ugandan refinery, it nonetheless
points out that any commercial-scale
refinery would cost billions of dollars
and would take many years to pay
back the investment.

Key concern

As a result, it says, “this strategy
would not benefit Uganda in the
short term as the country’s key con-
cern is to monetize its assets in order
for the country to make progress as
quickly as possible.”

Another vital issue is the actual
size of Uganda’s crude reserves, an
answer that will not be known until
considerable further exploration has
taken place over the next few years.
Enter the international oil company.

“We can'’t just go with a ‘big bang’
solution,” said Ian Cloke, exploration
manager of Tullow Oil’s operations
in Uganda. “We've got to understand
the reservoirs and how they’ll per-
form,” he told a recent conference in
East Africa.

Uganda clearly does have a num-
ber of key decisions to make over the
coming months and years on how
best to develop its crude reserves. Be-
fore making such decisions, though,
the government would do well to
know just what its reserves actually
amount to.

What's the old saying? The one
about not counting your chickens
until...? 4
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Vankor field in the Krasnoyarsk territory
to the Transneft pipeline network by
mid-April.

“We’ll complete the last weld by
Apr. 15,” said Rosneft Chief Executive
Sergei Bogdanchikov. “We've literally 6
km left,” he told Russia’s Vesti TV. “This
will be a key event because it means
the project is going well,” he said.

Vankor field, which will be the
main source of oil for the ESPO line,
has estimated reserves of 200.4 million
tonnes and probable reserves of 233.7
million tonnes.

“This is the biggest field in Russian

history, and its launch will be a massive
event,” said Bogdanchikov, who noted
that production from the field will be-
gin in the third quarter.

He also said Rosneft and Transneft
will sign an oil-trading contract by Apr.
10, under which Rosneft plans to sell
the crude to Transneft, which will then
repay China’s loan.

In February, Russia and China ini-
tialed an agreement on building the
ESPO pipeline spur, with China granting
loans of $10 billion and $15 billion to
Transneft and Rosneft respectively for

15 million tonnes/year of oil for 20
years (OGJ Online, Feb. 17, 2009).

Half of the planned 30 million
tonnes of oil shipped to Skovorodino
will be diverted to China along the
67-km pipeline spur and the other half
will be moved by rail on to Kozmino
until Phase 2 of the line is completed.

ESPO’s first phase—2,700 km from
Taishet to Skovorodino—is sched-
uled to start operating late this year,
while ESPO’s second phase, extending
another 2,000 km from Skovorodino
to Kozmino, is due to be completed by
2015. +

Hearing provides preview of US energy commodity reform

Nick Snow
Washington Editor

A US Senate Energy and Natural Re-
sources subcommittee hearing on Mar.
25 showed the steps one congressional
energy commodity reform advocate
would like the federal government to
take.

“We are here today to examine two
pieces of proposed legislation that
will help prevent future energy price
bubbles and market manipulation,” said
Sen. Maria Cantwell (D-Wash.), who
chairs the Energy Subcommittee.

The first, S. 672, which she intro-
duced on Mar. 24, would give the
Federal Energy Regulatory Commis-
sion authority to issue cease-and-desist
orders against manipulative schemes in
progress. The US Securities and Ex-
change Commission and Commodity
Futures Trading Commission already
have this authority, she noted.

She said the bill also would enable
FERC to freeze the assets of any entity
suspected of market manipulation. It
would give the commission author-
ity to temporarily change or suspend
power rates for up to 30 days during
an energy emergency caused by market
manipulation. And it would have any
potential natural gas refund accrue from
the time FERC brought a case instead of

26

when it actually proves it, an approach
currently used in electricity markets,
according to Cantwell.

“It will allow FERC to act more like
a cop catching a robbery in progress
instead of trying to piece together what
happened at a crime scene after the
fact,” she said.

EPACT authority

The 2005 Energy Policy Act (EPACT)
gave the utility regulatory commission
its initial authority to investigate and
prosecute energy market manipulation,
and FERC has used this authority to
conduct 135 investigations resulting in
27 settlements totaling $65 million in
civil penalties, Cantwell said.

She said FERC’s enforcement actions
against Amaranth Advisors LLC for alleg-
edly manipulating markets under this
authority resulted in $291 million in
civil penalties. “However, I understand
that in the case of Amaranth, this hedge
fund liquidated its assets before FERC
could complete its enforcement action,
leaving little left for FERC to collect:
only the $291 million in penalties it
originally sought. That falls quite short
of the estimated $9 billion Amaranth’s
shenanigans cost natural gas consum-
ers,” she said.

FERC would welcome this additional
authority, according to one of the hear-

ing’s witnesses, Anna Cochrane, acting
director of the commission’s enforce-
ment office. “Congressional action to
give the commission cease-and-desist
authority for violations of the [Federal
Power Act] and [Natural Gas Act] and
the ability to freeze assets of entities
that violate the market manipulation
rules would give the commission the
same enforcement tools that both the
SEC and CFTC have long possessed.

In addition, authority to temporarily
suspend market rules on file under the
FPA when necessary to protect against
potential abuse of market power could
be useful,” she said in her written state-
ment.

Cantwell said that while S. 672
would give FERC necessary new tools
for fighting energy market manipula-
tion, other steps need to be taken. “We
need to make the line of what is and
what isn’t acceptable market behavior
brighter. This will ensure markets func-
tion more efficiently and effectively,”
she said.

She pointed out that when the
subcommittee held a related hearing
on energy markets in September, the
price of gasoline was around $3.85/
gal. “Now, just 6 months later, the price
has dropped almost exactly in half to a
national average of $1.96/gal. In these
challenging economic times, every
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American is thankful that energy prices
are closer to historical levels. But they

still wonder: What happened?” Cantwell

said.

Close correlation

She said another of the witnesses
at the hearing, Robert E. McCullough
Jr., managing partner at McCullough
Research in Portland, Ore., detected a
close correlation between financial and

physical oil markets last year, in contrast

to the US Energy Information Adminis-
tration, which based its conclusions on
factors influencing supply and demand.
“Thanks to his work, and several
hearings this committee has held in
previous years, we have learned that we
don'’t have the necessary data collec-
tion or focus to understand what really
drives oil market prices. All we really
know now is that supply-and-demand
is only part of the equation,” she said.
Cantwell said the second legisla-
tion the hearing would examine would
establish an office within EIA to collect
and analyze information from physi-
cal and paper oil markets. This would
improve EIA’s ability to predict future

energy prices and help regulators police

markets more effectively, she said.

In his written testimony, McCullough
said no federal agency has been directed

to investigate and explain last year’s
extraordinary crude oil price changes
despite oil’s arguably being the US
economy’s most important commodity.
“The inability of the federal govern-
ment to fully investigate oil price be-
havior in 2008 is fundamentally a data

problem. Perhaps it is not a coincidence

that oil is the most opaque of our na-
tion’s energy supplies. The transparency

legislation that you are discussing today

is a step in the right direction because
it will expand EIA’s ability to track oil
inventories within the US by owner,”

he said.

Difficult and expensive

Howard K. Gruenspecht, EIA’s acting

administrator, testified that efforts are
under way to develop data about short-
term price impacts beyond supply and
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proposal by US Sen. Maria
Cantwell (D-Wash.) to amend
a section of the Natural Gas Act so
interstate gas pipelines would be sub-
ject to the same refund procedures as
electricity suppliers has drawn differ-
ing reactions.

“Simply put, the current system is
broken. It favors pipelines over con-
sumers by allowing pipelines to keep
overcharges rather than giving con-
sumers their money back when their
rates are shown to be excessive,” said
the American Public Gas Association
and 19 other groups in an Apr. 6 letter
to Senate Energy and Natural Resources
Committee Chairman Jeff Bingaman.

The issue is much more complex,
the Interstate Natural Gas Association
of America said on Apr. 2. It goes to
the core of the relationship between
gas pipelines and federal regulators,
the ability to raise private capital to
expand systems, and the importance
of such investments to US energy,
environmental, and economic goals,
said INGAA Pres. Donald F. Santa Jr.

“The natural gas model of regu-
lation embodied in the NGA is not
broken.... The current regulatory
system for natural gas pipelines
works well,” he said in his own letter
to Bingaman.

Key difference

APGA and the other groups said
the Federal Power Act gives the
Federal Energy Regulatory Commis-
sion authority to order refunds from
electricity suppliers from when the
complaint was filed. They said that
NGA Section 5 states that a gas pipe-
line rate reduction can occur only
after FERC issues an order, which can
be years later.

Nick Snow, Washington Editor

Blog at www.ogjonline.com

“It makes no sense to allow

pipelines to continue to keep bil-
lions of dollars of consumers’ money,
especially in the current economic
climate. Instead of going to the
pipelines’ shareholders, these dollars
should be rightfully returned to con-
sumers,” they argued.

Santa pointed out that the refund
authority, which was added to the
FPA in 1988 and amended in 2005,
was a direct response to complaints
about wholesale electricity prices,
which can increase dramatically and
fluctuate due to market volatility.

‘Largest portion’

Interstate gas pipeline rates reflect
only the cost of transporting the gas,
he said. “The largest portion of the
consumer bill is the unregulated cost
of the gas itself, which would be
unaffected by the results of a com-
plaint against an interstate pipeline,”
he said.

While overall gas pipeline trans-
portation costs are low, delivery
system bottlenecks can significantly
affect prices and volatility, Santa con-
tinued. Interstate gas pipelines are,
by their very nature, capital-intensive
projects where investors depend on
rate certainty to recover their finan-
cial commitments, he said.

“A growing number of energy
experts advocate using the NGA as a
model for reforming the FPA to facil-
itate expansion of the electric trans-
mission grid. It is easy to understand
why,” he added. According to FERC,
about 1,000 miles of high-voltage
electric transmission have been built
in the US since 2000, compared with
more than 10,800 miles of gas trans-
mission pipeline, Santa said. 4
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demand. He also warned that adopt-
ing procedures outlined in the market
transparency bill could prove to be both
difficult and expensive.

He said that earlier in March EIA
held a workshop on the relationship
between futures and financial market
activity and the underlying physical
market for crude oil with staff members
from the CFTC, Federal Reserve Board,
Government Accountability Office, and
International Monetary Fund. Presen-
tations and discussions highlighted
several points, including the need for
better and more accessible data on
trader activity, the need to examine
alternative theories of trader behavior,

and the need to continue examining the
role of fundamentals with better and
more accurate data.

“Looking ahead based on our cur-
rent understanding, EIA staff believe
that effective analysis of the effects of
trading on resulting prices will require
not only better data, but a much stron-
ger theoretical approach as well. Ana-
lysts within and outside EIA continue
to grapple with understanding the gap
between very short-term and longer-
term price formation. A comprehensive
theory of how trader behavior affects
longer-term prices is simply not well
developed. Without a well-developed
theory, analysts are reduced to data

mining and testing unformed hypoth-
eses,” Gruenspecht said.

Limited availability of aggregate
data which can be used to track trader
strategy and behavior compounds the
challenge, he continued. “In the most
obvious example, the position informa-
tion that the CFTC publishes is sepa-
rated into categories of commercial
and noncommercial traders, categories
that do not map cleanly to hedgers and
speculators. Without a way of identi-
tying trades and positions taken for
speculative purposes, direct analysis
of the effects of speculation on price
formation is not really possible,” he
said. 4

DOI offers initial estimates of OCS oil and gas figures

Nick Snow
Washington Editor

The US Outer Continental Shelf
holds an estimated 66-115 billion bbl
of oil and 362-565 tcf of natural gas,
the US Department of the Interior said.

The agency, which began regional
OCS meetings Apr. 6, noted the figures
contain significant data gaps.

Estimates of technically recoverable
reserves were based on a regional as-
sessment of the entire OCS that the US
Minerals Management Service com-
pleted in 2006.

These estimates also include assess-
ments of new areas identified for inclu-
sion in the 2010-15 draft proposed
5-year OCS leasing program.

The numbers should be considered
general indicators and predictors of
oil and gas potential, said a report that
MMS developed in response to a Feb.
10 order by US Interior Secretary Ken
Salazar.

MMS noted new areas in the Atlan-
tic, eastern Gulf of Mexico, Pacific, and
Alaska OCS were identified for inclusion
in the draft proposed 5-year oil and gas
program.

Salazar added 6 months to the public
comment period and broadened its
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scope to include renewable and alterna-
tive energy sources. He also scheduled
public meetings in each of the four OCS
planning areas during April.

“Although leasing has not occurred
in these areas for about 25 years, previ-
ous exploration has occurred in por-
tions of these areas and some contain
active leases with producing oil and gas
fields. Updated research and exploration
regarding the likely location of energy
resources and environmental impacts
are necessary to fill in data gaps,” the
report said.

Hydrocarbon endowment

MMS undertook the 2006 OCS as-
sessment under a provision of the 2005
Energy Policy Act. Mean estimates of
the total OCS hydrocarbon endowment
were 115 billion bbl of oil and 633.6
tcf of gas, or a total of 228.2 billion
boe. More than 18% has been produced
and another 11% is contained within
various resource categories representing
near-term and midterm production.

“Notably, even after more than 50
years of exploration and development
on the OCS, 70% of the mean boe total
endowment is represented by undis-
covered resources. More than half of
this potential exists in areas of the OCS

outside of the central and western Gulf
of Mexico,” the report noted.

Of the estimated undiscovered
technically recoverable resources on the
OCS, the largest amounts are in the Gulf
of Mexico (41.21-49.11 billion bbl of
oil and 218.83-249.08 tcf of gas) and
offshore Alaska (8.66-55.14 billion bbl
and 48.28-279.62 tcf), said the 2006
assessment.

For the 2010-15 draft proposed
program, estimated economically
recoverable resources under prices of
$60/bbl and $6.41/Mcf totaled 52.16
billion bbl and 200.85 tcf. The amounts
rose to 64.85 billion bbl and 270.43
tcfat $110.74/bbl and $11.74/Mcf,
and 70.79 billion bbl and 307.04 tcf at
$160/bbl and $17.08/Mcf.

The report also examined potential
contributions from wind, wave, and
tidal energy operations on the OCS.The
Atlantic OCS has the greatest renewable
energy potential of the four planning
areas, with offshore wind power likeli-
est to make a substantial contribution in
the next 5-7 years, it said.

Atlantic concentration
“Substantial wind resources exist
offshore the Atlantic Coast, near high-
energy demand centers. Strong wind
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resources also exist offshore Califor-
nia, Oregon, Washington, and Hawaii,
but it appears that the majority of this
resource lies in deep waters where
technology constraints are potentially
significant,” the report said.

Alaska also has ocean areas with
outstanding renewable energy resource
potential, but they are not expected to
be developed in the near term because
of harsh weather and their distance
from high-energy demand centers, the
report added.

It also identified several safety and
environmental factors that could restrict
OCS energy development. Oil spills
were cited as a major concern but spill-
prevention efforts are believed effective.

Understanding sea floor habitats will
be important in leasing decisions for re-
newable and traditional energy resource
development, the report said. Some
information already has been gathered,
but there are significant data gaps for a
number of areas, it indicated.

“In some cases, exploration seismic
surveys for oil and gas production,
followed by required site-specific,
high-resolution hazard surveys, could
provide detailed information about the
seabed with regard to drilling hazards
as well as for evaluating benthic habi-
tats.”

Coastal impacts

The report also cited coastal impacts
ranging from wetland losses along the
US Gulf Coast to heavily developed or
protected Pacific Coast areas that reduce
options for pipelines or utility corridors
to support shore-based construction.

“While there are refineries and ports
capable of supporting heavy industry,
for the most part the Atlantic region
lacks existing onshore infrastructure
geared to supporting offshore activity.
Additionally, a significant portion of the
coast, except portions of South Carolina
and Georgia, are either developed or are
state or federally protected shorelines,”
the report said.

Potential oil and gas impacts on fish-
eries range from damage caused by ac-
cidental oil spills to space-use conflicts,
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habitat alterations, and seismic surveys.

“Key challenges for renewable
energy development common to all
OCS areas include offshore space-use
conflicts, artificial reef effects, habitat
alteration, noise from pile driving, and
effects from electromagnetic fields,” the
report said.

In addition to seismic surveys that
will be necessary to close gaps in OCS
oil and gas resource evaluation, the
report said offshore renewable energy
technologies are still developing, so
standardized protocols and technical
design criteria are needed.

“The experience, knowledge, and
tools exist to ensure that offshore
energy development is developed in a
comprehensive and environmentally
sound manner. By obtaining stakeholder
input (locally and nationally), compil-
ing existing information, and acquiring
new data where needed, conducting
objective analyses using monitoring
data to manage adaptively, and applying
the necessary mitigations and safe-
guards along the way, we can achieve
our national energy, economic, and en-
vironmental goals,” the report said. 4

EIA conference: Ample US natural
gas supplies pose challenges

Nick Snow
Washington Editor

US natural gas supplies are sufficient-
ly ample that prices should continue in
the $4-6/Mcf range for the near term,
market observers said Apr. 7 during the
US Energy Information Administration’s
2009 annual conference.

“Any perception that domestic sup-
plies could run short is wrong, especial-
ly with the growth of hydraulic frac-
turing. Instead, we're in a much more
difficult period of determining how
and when this impressive national asset
can be developed. The industry must
develop a simple, incisive message,”
said Rick Smead, a director at Navigant
Consulting Inc.

Other panelists suggested that de-
mand for gas to generate electric power
could grow if the administration of
President Barack Obama exerts pressure
through the US Environmental Protec-
tion Agency to close older coal-fired
power plants in an effort to reduce
carbon emissions.

“There’s a lot of schizophrenia driv-
ing natural gas. There’s a push for re-
newables that may create some demand.
There also are several pro-gas people

in the administration, and still others
who would like to regulate hydraulic
fracturing under the Clean Water Act,”
said Christine Tezak, an independent
consultant who formerly was with the
Stanford Cos.

“It could not be more serendipi-
tous for the Obama administration to
have prices around $4[/Mcf] because
it makes it easier to switch if pressure
builds to shut some coal-fired genera-
tion down,” Tezak said.

Demand for gas to provide backup
supplies to intermittent power sources
such as wind and solar also could grow,
according to Brian Jefferies, execu-
tive director of the Wyoming Pipeline
Authority. He suggested that states
with extensive oil and gas production
experience could compete aggressively
to develop policies to encourage gas
production from shales.

“There is a lot more gas supply than
demand. From 2005 to 2008, we added
more deliverability than all the oil we
import from Saudi Arabia,” said James
Simpson, vice-president of analytics
and managing director at Bentek Energy
LLC.

In the Haynesville shale play, tech-
nology is making gas that was bud-
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geted at $7/Mcf producible at $4/Mcf,
Simpson said. “Now, for the first time,
the industry can ramp up and down in
fairly small increments,” he said.
Other panelists suggested that ad-

ditional LNG could reach US markets
despite low prices because of falling de-
mand in Europe and Asia. But they were
skeptical that economics would justify

building a gas pipeline from Alaska’s
North Slope to the Lower 48 states any
time soon, although some said demand
for gas within the state could lead to
construction of pipelines there. 4

Nanotechnology seen hoosting recovery factors

Bob Tippee
Editor

Nanotechnology, the control of mat-
ter on the atomic and molecular scale,
might someday boost the average global
recovery factor of oil and gas by 10
percentage points, said an oil company
executive at the RMI Oilfield Breakfast
Forum in Houston Apr. 8.

Paul Ching, chairman, chief execu-
tive officer, and president of Meridian
Resource Corp., Houston, described
nanotechnology research conducted by
the Advanced Energy Consortium (AEC)
at the University of Texas at Austin,
where he is executive advisor.

Ching said nanosensors have the
potential to assess rock and fluid prop-
erties from inside the pore spaces of
resServoirs.

He estimated the possible gain in
average recovery factor, which he put at
28-30% now, in response to a ques-
tion. Responding to another question,
he estimated that commercial use of
downhole nanosensors might begin in
5-10 years.

Research in the use of nanotechnol-
ogy in the oil and gas industry is more
advanced for materials and fluids, he
noted, predicting an “explosion” in

application of the technology in those
areas in the next 5 years.

Among other speakers:

* Dan Pickering, copresident of
Tudor, Pickering, Holt & Co. Securi-
ties, predicted an extended period of
business difficulty in the oil and gas
business, saying, “This is not a V-bottom
environment.”

The market for natural gas, he said,
“will get worse before it gets better.”

But a drilling response already in
progress in the US foreshadows a gas
market turnaround. The weekly aver-
age number of rigs drilling for gas has
fallen to about 800, only one third of
capacity. To keep US gas supply in bal-
ance with demand, Pickering said, the
gas rig count needs to be 1,000-1,100.

The oil market will rebound before
gas, he said. Globally, production at 85
million b/d is 95% of total capacity.

“When demand gets better it’s pretty
easy to close up a 5% gap,” he said. “Oil
to us feels tighter than gas over the next
3,4, or 5 years.”

* Derek Mathieson, vice-president
and chief technology and marketing
officer of Baker Hughes, noted that the
oil and gas market strength that ended
last year generated “significant growth
in technology” and accelerated develop-

ment from collaboration among service
and operating companies.

But the downturn, he said, has cre-
ated “negative forces” including exces-
sive reductions in technology budgets,
layoffs of engineers and scientists,
dominance of price in purchase deci-
sions, slow adoption of new technology
because of diminished access to drilling
sites and fewer collaborative projects,
and what he called “management dis-
traction from the value of technology.”

e Steven Newman, president and
chief operating officer of Transocean,
expressed optimism about long-term
prospects for deepwater drilling.

For now, the “midwater” market is
“more of a challenge,” he said, al-
though longer term prospects are good
“because nobody’s building midwater
rigs now.”

He expressed “concern” about the
jack up market because demand is
decreasing while the supply of rigs
continues to increase.

He noted the growing importance
of national oil companies for drilling
contractors and the industry in general
and said that, as they expand operations
in their own countries and elsewhere,
companies of that type “are looking for
more than just a rig” 4

Minister: Qatar to complete North field study in 2012

Uchenna Izundu
International Editor

Qatar expects in 2012 to have the
results from its study analyzing the ef-
fects of'its gas projects from the major
North gas field, Qatar’s petroleum

30

minister told OGJ.

“It is too early to share any results
of the study,” Abdullah Bin Hamad Al-
Attiyah said at the OPEC International
seminar in Vienna. North field will be
producing 25 befd by 2011 once its
LNG, gas-to-liquids, and domestic gas

projects come on stream.

In 2005, Qatar imposed a morato-
rium on further developments to ensure
optimal reservoir management and
the productive life of the reservoir. The
moratorium was expected to end in
2008, and several projects, such as the
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Marathon-Petro-Canada and Conoco-
Phillips GTL proposal, have been put on
hold pending the study’s results.

North field, off Qatar in the Persian
Gulf, holds an estimated 900 tcf of gas,
making it the world’s largest gas depos-
it. The Qatari authorities are determined
to implement a production strategy that
will deliver gas for its people now with-
out compromising future generations.
High costs have been a major barrier
for project development, forcing Exxon-
Mobil in 2007 to cancel its Palm GTL
plant, which had a proposed capacity of
154,000 b/d.

Qatar is on track to develop an LNG
capacity of 77 million tonnes/year
within the next 2 years.

South Hook project

Despite weak gas demand amid
the global recession, Al-Attiyah said
Qatargas, now the world’s largest LNG
exporter, would proceed with projects
underpinned by long-term commit-
ments. Its first commissioning cargo
from Qatargas 2 arrived Mar. 20 at the
South Hook regasification terminal in
Wales (OGJ Online, Mar. 23, 2009).
South Hook will deliver as much as 2
befd into the UK natural gas grid when
it reaches full operational capacity later
this year.

South Hook LNG Terminal Co. Ltd.
is owned 67.5% by Qatar Petroleum,
24.15% by ExxonMobil Corp., and
8.35% by Total SA. The terminal forms
part of the wider Qatargas 2 joint ven-
ture, which will supply gas to the UK. It
is the world’s first full LNG value chain
investment. The terminal, which is be-
ing completed in two phases, includes
five LNG storage tanks, a regasification
plant, ship unloading systems, and a
jetty to allow berthing of the world’s
largest LNG vessels.

However, Train 4, with a capacity of
7.8 million tonnes/year at the Qatargas
2 facility, has suffered technical prob-
lems at the commissioning stage with
key machinery and equipment, and it
had been difficult to find the skilled la-
bor to build it. The Qatargas 2 partners
previously had said the mega trains
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would reduce cost because of econo-
mies of scale and advanced technolo-
gies. Commercial LNG production is
expected to start any time now.

RasGas is preparing to deliver its first
cargo to Italy in the summer from its
newly completed, 7.8 million tonnes/
year Train 6. India’s Petronet also will
take LNG in the fourth quarter of this
year. “People are still asking for gas. We
have to keep the world supplied and
our customers happy,” Al-Attiyah added.

More research

Qatargas and Shell have committed
to work closely together on researching
LNG logistics under a memorandum
of understanding. The companies will
focus on optimizing supply chains to

deliver to LNG global markets. Research
will take place at the Qatar Shell Re-
search & Technology Centre at the Qatar
Science & Technology Park.

Al-Attiyah said no capacity had yet
been set for the proposed refinery and
petrochemical complex under study
in China. Last June, Qatar Petroleum
International (QPI) signed a letter of
intent with PetroChina Co. Ltd. and
Shell (China) Ltd. to assess the viability
of the project.

“We hope to have a complex refinery
in 2013,” he told OG]J. “It will be world
scale and will produce refined fuels and
petrochemical products.”

PetroChina will have a 51%
shareholding, QPI 24.5%, and Shell
24.5%. 4

Role seen for integrated companies
as NOCs grow more dominant

Nick Snow
Washington Editor

National oil companies will become
increasingly dominant, but will need to
work with investor-owned integrated
firms, panelists said Apr. 7 during the
US Energy Information Administration’s
2009 annual conference.

“Even though [NOCs’] resource bas-
es continue to grow, they have different
priorities. We don’t expect integrated
oil companies to go away, but we do
see them supplying the talent necessary
to produce from increasingly difficult
formations,” said David Knapp, senior
editor of global oil markets with Energy
Intelligence Group.

Growth of NOCs will make it harder
to predict supply trends because of their
different priorities, observed Eduardo
Gonzalez-Pier, executive advisor to the
director-general of Mexico’s Petroleos
Mexicanos.

“As fields grow mature and become
more difficult to produce, [NOCs] will
have to work more closely with service

companies and integrated oil compa-
nies. That poses a particular challenge
in Mexico because of its view of oil as a
national resource,” Gonzalez-Pier said.

While NOCs unsuccessfully tried to
work with service companies before
returning to integrated oil companies
as partners, integrateds also are find-
ing that strong NOCs are their most
effective partners, according to Fareed
Mohamedi, partner at PFC Energy.

Mohamedi predicted that the
Organization of Petroleum Exporting
Countries may struggle to keep up with
world demand. “For us, demand de-
struction has shifted the day of reckon-
ing by about 2 years,” he said.

Panelists agreed that NOCs, which
have adopted more straightforward
business models, are doing better than
those that have had to follow politi-
cal agendas. They said Brazil is doing
better than Venezuela and Bolivia and
that Malaysia’s Petronas has successfully
adopted an industrial approach, which
is helping it prosper while meeting
national goals. 4
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Tullow Oil PLC announced a new oil
discovery in Uganda and also is negoti-
ating with neighboring Congo (former
Zaire) to reacquire exploration rights to
two blocks there.

The announcements coincided with
reports that China’s three main oil
companies—China National Petroleum
Corp., China Petroleum & Chemical

Eric Watkins

Corp., and China National Offshore
Oil Corp.—
u = are looking to
jllow finds more Uganda o, | =
r in the Uganda
d f C hI k blocks already
nears awar 0 Ungﬂ Uc s being worked
by Tullow and
its partner
Heritage Oil Corp., Calgary.
Heritage and Tullow hold interests
in three licenses on the Ugandan side
Oil Diplomacy Editor of the Lake Albert rift basin. Heritage is
operator of Blocks 1 and 3A, holding a
50:50 stake with Tullow, while on Block
2 Tullow is operator with a 100% stake.
Meanwhile, Tullow appears close to
official award of two blocks to which

ALBERT RIFT BLOCKS IN UGANDA AND CONGO (FORMER ZAIRE)
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it has long sought exploration rights
on the Congo (former Zaire) side of
Lake Albert. And Kenya’s Mombasa-to-
Eldoret oil pipeline could eventually be
extended to the Albert rift basin—site
of recent world class oil discoveries—
once the line has been extended to
Kampala, Uganda.

Congo exploration

Tim O’Hanlon, vice-president of
Tullow’s African business, said the UK
firm is close to acquiring the rights on
Blocks 1 and 2 on the Congo side of the
oil-rich Albertine rift as well.

Congo Oil Minister Rene Isekemanga
Nkeka said a final decision on the
blocks is due shortly, but Tullow would
share the blocks with other operators.

“[Tullow] will certainly be there...
They will be an operator on both
blocks,” Isekemanga Nkeka told Reu-
ters in an interview. “They will work
with other operators. The government
doesn’t want a monopoly system.”

The companies had signed a produc-
tion-sharing agreement with Congo in
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July 2006 for Blocks 1 and 2. However,
the country revoked their explora-

tion rights in 2007 before they could
start drilling, claiming the firms used
Ugandan military forces to violate its
borders.

Relations between the two countries
worsened in 2007 when a military con-
flict resulted in the killing of Carl Nefdt,
a Heritage-contracted geologist.

In November 2007, Congo soldiers
also arrested two geologists working
for Mineral Services Ltd., a Heritage Oil
subsidiary, contending that they had il-
legally entered Congo from Uganda.

To end any further disputes, the
governments of Uganda and Congo in
May 2008 agreed to redraw the border
between the two countries, recognizing
that the ongoing dispute presented an
obstacle to oil exploration.

In March, Uganda and Congo agreed
to upgrade diplomatic relations to
ambassadorial level, and according to
analysts, this is expected to end years
of strained relations and open the way
to commercial development of the
reserves. O'Hanlon said the govern-
ments both recognized the importance
of cooperating and of having the same
oil company operating on both sides of
the Albert rift.

Discoveries, prospects

O’Hanlon’s statements coincided
with an announcement by Tullow that
the Karuka-2 exploration well drilling
the Vundu prospect on Uganda’s Block
2 encountered oil-bearing sands.

Tullow said the Karuka-2 exploration
well, which was drilled and logged,
reached a total depth of 897 m and
encountered “limited thin-bedded, oil-
bearing sands” at 764-772 m.

Karuka-2, 6 km southwest of
Karuka-1, is a higher-risk well designed
to test upside potential in the secondary
escarpment play.

“Downhole pressure testing and
sampling indicate movable waxy crude
in a reservoir close to a possible oil-
water contact,” Tullow said. “However
the upside potential in the structure is
limited.”
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The Karuka-2 well is being sus-
pended and the rig will then move to
drill the amplitude supported Nsoga
prospect in the Victoria Nile Delta play.
That well is expected to spud in April.

In addition, the company said the
Nabors 221 rig is fully rigged up on
the shore of Lake Albert and was to have
spud the Ngassa-2 exploration well in
late March.

“Ngassa is the largest prospect in the
basin and is expected to take up to 90
days to drill,” Tullow said.

Chinese companies

In addition to the Congo govern-
ment, the Tullow-Heritage success
in Uganda is exciting the interest of
mainland China’s three largest oil and
gas companies.

All three Chinese firms are said to be
interested in bidding for a stake in the
Uganda development in a deal ex-
pected to reach about $500 million, but
Beijing tends to choose one mainland
company to proceed with a bid to pre-
vent multiple Chinese companies from
bidding the price higher.

“They're looking to sell down
to raise funds for development and
mitigate risk,” an analyst told the South
China Morning Post, referring to Tullow
and its partner Heritage Oil. “There
should be big enough interest, and I
would expect to see the Koreans and
Japanese in there as well.”

Pipeline transport

Tullow and partner Heritage Oil
disclosed in February 2009 that ex-
ploration in Uganda had so far shown
resources of at least 600 million bbl,
enough to support construction of a
1,500-km pipeline across Kenya to the
Port of Mombasa on the Indian Ocean.

Habib Kagimu, chairman of Tamoil
Uganda Ltd., which in 2006 won the
tender to construct the 360-km pipe-
line extension from Eldoret, Kenya, to
Kampala, said his firm’s current plans
also call for extending the pipeline from
Kampala to the Albert rift in Uganda to
transport oil from discoveries there to
Mombeasa for global export.

Echoing earlier statements by Ugan-
dan officials, Kagimu confirmed, over
Uganda’s national WBS TV, that work
on the often-delayed pipeline exten-
sion from Eldoret to Kampala will start
in April and will take 15 months to
complete, with a further extension of
the line to the rift area already in the
planning stage.

“Our engineers have designed the
pipeline in such a way that, in the
future, it will be able to transport oil
from Uganda back to Mombasa for
export,” said Kagimu, who added that
the pipeline eventually could also be
extended from Kampala to Rwanda
and Burundi.

There remains debate over the exten-
sion to the Albertine rift basin, however,
as some Ugandan officials oppose the
construction of the export link and
instead propose retaining the oil to be
refined in Uganda, a proposal that Tam-
oil and exploration firms Heritage Oil,
and Tullow reject as not feasible.

In January, Ugandan state media
reported that Uganda and Kenya had
formed a joint coordination committee
to fast-track the Eldoret-Kampala pipe-
line, which had been postponed several
times since 2006.

The New Vision newspaper reported
that harmonizing bilateral and interna-
tional agreements defining legal, com-
mercial, financial, taxation, transporta-
tion, and custom issues had delayed
the pipeline project. According to the
Ugandan energy ministry, however,
most of these issues have been resolved,
and it also expects work on the exten-
sion to Kampala to start in April.

Libya-based Tamoil, which in 2006
won the tender to construct the line,
will hold a 51% stake in the pipeline,
while Uganda and Kenya will jointly
hold the remaining 49%.

Meanwhile, Kenya’s government has
approved a year-old offer from Essar Oil
& Gas Ltd., Mumbai, to buy a 50% stake
in Kenya Petroleum Refineries Ltd.,
which operates Kenya’s only refinery, a
4 million tonne/year complex in Mom-
basa (OGJ Online, Mar. 30, 2009). 4
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Chad

An ExxonMobil Corp. subsidiary
plans to start production from Timbre
field in Chad in 2009.

Oil production, shipped through
the Chad-Cameroon pipeline, averaged
127,000 b/d in 2008, the majority
coming from Kome, Miandoum, and
Bolobo fields. Maikiri field went on
production in 2007.

Waterfloods and production opti-
mization are continuing to maximize
recovery, the company said.

Hungary

A group of companies will sidetrack
the 2006 PEN-104 well in Hungary’s
Peneszlek area of the Nyirseg permits to
a higher part of the structure and will
drill a new well in mid-2009.

PEN-104 produced 500 MMcf from
August 2008 to January 2009. Petro-
Hungaria, a 37.5% owned subsidiary
of DualEx Energy International Inc.,
Calgary, decided to drill the sidetrack
after shooting 3D seismic and as a con-
sequence of a compressor failure in the
regional gas supply infrastructure.

Next is PEN-105, far upstructure
from PEN-12, which tested gas from
the base Miocene volcaniclastics in
1983. PEN-102A is to be sidetracked
later in 2009.

Other interests in the project are As-
cent Resources PLC 45.23%, Geomega
Ltd., Budapest, 8%, Leni Gas & Oil PLC
7.27%, and Swede Resources AB 2%.

New Zealand

L&M Petroleum Ltd., Auckland, is
close to spudding coalbed methane
wells in the western Southland basin on
New Zealand’s South Island.

Bogle-1 is to go to 585 m to fur-
ther probe Beaumont formation coals
encountered in the Goodwin-1 and
Wairaki-1 wells. Bogle-1 will also test
the deeper, gassier Morley coals.

Next to be drilled are Mount Lin-
ton-1 and Belmont-1. Four more wells
may be drilled in 2009, including the
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first stratigraphic tests to confirm the
extent of Beaumont coals in each of the
Takitimu North and Longwoods coal
trends.

The company holds PEP 38226 (Wa-
iau) and PEP 38238 (Blackmount).

Papua New Guinea

InterOil Corp., Toronto, said the
independently estimated contingent
resource for its Elk/Antelope discovery
in Papua New Guinea is 3.4 tcf of gas
and 59 million bbl of condensate.

Antelope-1, on PPL 238 in the
eastern Papuan basin, flowed at the rate
of 382 MMscfd and 5,000 b/d in early
March, when PPL 236, 237, and 238
were extended for a further 5 years “in
respect of what we consider the most
prospective half of the original acre-
age,” InterOil said.

The Production Retention License
application in respect of the Elk and
Antelope structure in PPL 238 being
progressed for 101,250 acres.

Alberta

Unbridled Energy Corp., Calgary,
gauged a flow of 2.3 MMcfd of gas
at 1,300 psi after 3 days from Missis-
sippian Elkton at its 16-21 well in the
Chambers play in the Alberta foothills
150 miles northwest of Calgary.

Unbridled management and Schlum-
berger jointly designed an acid treat-
ment for the well. A gathering line is
needed to connect the well. Operator
Unbridled said the formation underlies
a large part of its acreage.

The company plans to test the Creta-
ceous Second White Specks shale, which
is 400 ft thick at 9,000 ft just above the
Elkton, in an existing vertical well using
a large slick-water stimulation later in
2009.This formation and the deeper
Cretaceous Rock Creek formation could
be horizontal drilling candidates.

Several operators have made eco-
nomic horizontal completions in the
Rock Creek formation to the north.
Other operators working in the area,
west of Ferrier field, include EnCana

ON ==/ =\

Corp., Devon Energy Corp., Husky En-
ergy Inc., and Altima Resources Ltd.

Montana

Brigham Exploration Co., Austin,
Tex., brought on line its third consecu-
tive Ordovician Red River discovery that
resulted from using 3D seismic strati-
graphic attributes to identify reservoirs.

The Friedrich Trust 31-1 began pro-
ducing Mar. 17 at an early rate of 200
b/d and fell to 145 b/d in late March.
Brigham owns 77% working interest.

New York

Unbridled Energy Corp., Calgary,
was spudding a well on a 2D seismic
structure near Chautauqua Lake, west-
ern New York, to test the gas potential
of the Cambrian Potsdam and Theresa
sandstones and Ordovician Utica shale
and Trenton/Black River sandstone.

Proposed depth wasn’t given, but
AFE is $1.589 million, of which the
New York State Energy Research & De-
velopment Authority will cover 90%.

Unbridled will core the formations
and run substantial logs to evaluate
porosity and permeability.

The company also plans to test a
250-ft thick Devonian age shale behind
pipe in an existing depleted Medina gas
well.

Texas

Gulf Coast

GeoPetro Resources Co., San Francis-
co, plans to reduce inlet pressure at its
Madisonville, Tex., gas treatment plant
and complete two more wells.

The improvements should also allow
much higher rates from the Magness
and Fannin wells already producing.
GeoPetro plans to rework the Mitchell
well and frac and connect the Wilson
well. All four wells produce from Creta-
ceous Rodessa.

GeoPetro did not endure a ceiling
test writedown but is evaluating pos-
sible farmout of assets other than the
Madisonville project.
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Until recently, the
prevailing perception of
the oil and gas industry
operating in emerging
areas was that waste

where a dearth of legislation can be
used to environmental and corporate
advantage.

| Waste management evolving
represented an unwel- “‘ Drilllﬂ With the right approach, it’s fea-
come inconvenience. sible to meet the spirit of UK, US, and
Because primary infra- European Union regulations worldwide.
structure was not designed to handle  Formerly, contractors dealt with waste
waste, oil company health and safety by digging a large hole and burying
executives were assigned the task. And it, but now viable

a general reluctance surrounded the means have been de- ] LI
whole issue. veloped to minimize cumpanles adopt effICIBHt
Lately, however, corporate image construction refuse .
and stakeholder interest have become and to turn seismic
driving forces as the industry responds  or drilling waste into Wa ste = m a “ a g e m e “t u “ Its
to growing public and government resources through
awareness of environmental factors. recycling initiatives
New “grassroots” thinking is paving the with zero waste going to a landfill.
way, and enterprising methods for cost- A BP PLC-Sonatrach project in the
effective waste management are coming mid-1990s needed to establish water Andrew Ive
to the fore. services and waste management for North Yorkshire, UK
Effective waste management actually  the In Salah dry gas project and the In
can help increase profitability rather Amenas gas condensate field, both in
than draining the bottom line. Algeria.
Industry has learned the hard way Before starting construction on gas
that it no longer can leave the problem  treatment plants and associated pipe-
of handling waste to local services, lines, BP needed to establish water and

which are often
underdeveloped. Oil
and gas companies
have had to accept
the duty of care and
to adopt acceptable
methods for disposal
on site. The fines lev-
ied for non-compli-
ance no longer can
be ignored—even

in some emerging

Incinerators placed at oil and gas
markets where fines P §

projects enable waste disposal on

represent an income ' | site, which means lower labor and
source for burgeon- [ transportation costs. Incinerators
ing local administra- | generally are used for food waste
tors. when composters are unavailable.

In the process
of examining what
materials are used,
exported, and left
behind, it is pos-
sible to improve
industry’s perfor-
mance, particularly
in emerging areas
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sewage infrastructure for four desert
communities.

Using me as an outside consultant,
BP-Sonatrach developed an environ-
mental management system to handle
the 4 kg /day/person of waste gen-
eration by more than 2,000 workers
involved in the construction phase.

Amid sandstorms, extreme heat, and
the threat of finding venomous snakes
and spiders in the waste, BP needed
to deal with waste quickly, efficiently,
and cost effectively. For the In Amenas
project, the design had progressed to a
standalone waste management center
that was devised with 20-ft containers.

A generator in a separate container
supplied power to operate the equip-
ment housed in the other containers.
The waste management center was
ready to use immediately, and the waste
water treatment plant took 1 month to
build and was used for several years,
requiring minimal maintenance.

36

A patented Mobile Materials Recycling Facility is an easily transported container that houses all equipment needed to process
waste at a project site. An integral generator and a combined office-store are supplied in a second unit not shown.

Watchwords: the 4 Rs

The watchwords of waste man-
agement—Remove, Reduce, Reuse,
Recycle—depend upon supply-chain
purchasing protocols, worker behavior,
storage and handling methods, and
strict segregation of waste types.

With everyone working to achieve
good waste-management and recycling
systems, the company, personnel, and
local populace develop a relationship
that benefits all, providing:

* A healthier site with no smells.

* A tidier site with fewer accidents.

* Fewer disease borne vectors.

* Local employment opportunities.

* Improved company image.

» Compliance with legislation, re-
ducing the incidence of costly fines.

* Positive use of waste to create new
resources.

* Huge financial and environmental
savings in waste transportation.

What once might have sounded too

good to be true
now has been tried
and proved. Projects
worldwide are using
simple guidelines
and cost-effective
equipment that
reduce waste and
save money for the
operator.

The key issue is
to establish the right
thinking at the onset
of each project and
to ensure that ap-
proach is maintained
consistently by all
personnel through-
out the project. That
said, retrofits are
by no means to be
avoided. In time, en-
gineers themselves
become the site
environmentalists.

The equipment
and resources to
handle the waste
management are in-
expensive to install.
Their costs are recouped several times
over in terms of lower waste-removal
expenses.

The main objective of waste-
management equipment is to reduce
volume. Vehicles carrying 50-90% air—
as is normally done—means higher ex-
penses in waste trucks, labor, diesel, and
increases a project’s carbon footprint.

The use of specialized equipment to
break down waste into smaller volume
is a quick, easy method that imme-
diately produces massive savings on
traditional waste disposal methods.

A wide range of equipment is avail-
able to treat all types of waste. Given
technological advancements within the
last 15 years, suppliers have grasped
the difficulties, developing innovative
equipment that is both mobile and
versatile.

Most equipment can be delivered in
a single mobile Materials Recycling Fa-
cility (MRF). This containerized unit ar-
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rives complete with everything required
for a basic processing plant, ready to
use on day one, powered by a genera-
tor installed in a second container if

required. Once a project is finished, the
MRF can be moved to the next project.

Similarly, the safe storage and trans-
portation of chemicals from rig to rig
can be handled with specially adapted
ISO containers that can be moved with
24 cu m of chemicals in place. With
packaging integrity protected, chemi-
cals last longer, and the site is made
safer with less danger of wind-blown
contamination.

Assigning responsibilities

The question of who manages the
waste on any site is a key factor. The
assignment of responsibility to indi-
viduals is essential for segregation of
waste at source because if wastes are
mixed, the battle is partly lost. Conflicts
of interest will arise if the catering
contractor (who also produces waste)
is solely assigned the task because the
contractor’s waste operatives inevitably
are coerced into taking mixed waste.
Outside contractors are easier to man-
age, especially when it comes to trans-
porting recyclates from the site.

Ideally, a qualified consultant in-
stigates a system tailor-made for each
project covering the following key
aspects:

* Drafting the relevant parts of the
tender documents and contracts to
tackle waste from the beginning.

* Calculating the amount of waste
expected based on manpower and proj-
ect type.

* Analysis of local recyclers and
waste methodologies.

* Producing a holistic waste man-
agement plan.

* Recommending equipment.

* Assisting with equipment installa-
tion.

* Training personnel on the use and
maintenance of equipment.

* Providing specialist advice and
solutions for handling hazardous waste.

* Incorporating waste into existing
environmental management systems.
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* Training engineers to become envi-
ronmentally aware.

Handled well, waste management
provides not so much a chore as a
chance to excel, and a great advantage
when a company is being audited for
ISO 14001, for example, with certifica-
tion process auditors increasingly look-
ing at waste management as an indica-
tor of overall performance. 4

The author

Andrew Ive (andy.ive(@
btinternet.com) has 36 years
of wide-ranging engineer-
ing, design, inspection, and
supervisions experience. In
recent years, he has combined
his engineering contract work

for major UK companies
with development of his own
designs, for onshore and offshore, with patents
awarded. He holds a BS in science and technology
with a Higher National Certificate in mechani-
cal engineering from Kingston College in London.
Along with several postgraduate diplomas, he has
charterships of the Institute of Environmental
Management and Assessment and the Chartered
Institute of Waste Managers. He also is certified in
the IOSH safety system.
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The last couple of
years have proven to be
dramatic for the global
LNG industry, match-
ing few of the industry’s
expectations of only a
few years ago. From early
2007 until the end of
2008, the global LNG market has been
supply constrained with strong Asian

scheduled to be commissioned over
the next 2-3 years, increasing global
production capacity by yearend 2008
by nearly 40%.

With Europe expected to be as badly
affected by the current economic crisis
as any other region of the world, the
outlook for LNG imports into the conti-
nent is unclear, especially over the near
term. Without doubt, from the second
half of this year there will be suf-

European LNG demand trends unclear
amid continued global economic turmoil

ficient global LNG supply to meet
near-term European demand, but
the real question is the magnitude
of LNG demand pull from Eu-
ropean buyers and the degree of
competition from pipeline gas that

Chris Holmes

Purvin & Gertz Inc.

London
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demand attracting an increasing num-

ber of cargoes from the Atlantic Basin.
During this time Asian buyers have

shown a willingness to pay a premium

for spot, flexible supply, and global LNG

SPECIAL

l LNG update

trade flows have responded accordingly.

This situation is unlikely to prevail for
much longer, however.

As the global economic situation
continues to deteriorate, the outlook
for the LNG industry, as is the case for
many other resource-based industries,
is uncertain. Apart from the potential
for reduced gas, hence LNG demand,
there is considerable supply expan-
sion under way with nearly 85 million
tonnes of new gas liquefaction capacity

is the main source of European
imported supply.

While the dispute earlier this year
between Russia and the Ukraine, which
resulted in curtailed gas supply into
southern and central Europe, presents
a strong case for
expanded LNG
imports, any policy
changes in that di-
rection are unlikely
to be made and
implemented for
years to come.

Increasing
demand

After 2 years of
flat LNG demand,
imports into Europe
increased in 2008
to 44.8 million
tonnes of LNG. This
represents a 9%
increase over 2007
imports of 41.1 million tonnes and a
6% increase over 2006 imports of 42.3
million tonnes. Spain has increased
its share of total imports and in 2008
accounted for more than half of the
total volume. Spain’s imports of LNG
have increased to 23.6 million tonnes
in 2008 from 18.3 million tonnes in
2006.

France remained the region’s second
largest importer although its share
decreased to 20% in 2008 from 25%
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HOW CAN YOU TRANSPORT
"YOUR REMOTE NATURAL GAS
~ AND MAKE A PROFIT? NS
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THE PROFITABLE SOLUTION TO YOUR DIFFICULT LOCATION.
SYNFUELS INTERNATIONAL. Synfuels plants operate upstream at the wellhead to

process natural gas into liquid fuel you can pipe, truck, barge or transport by rail to market. Synfuels

International has developed and patented an alternative to the conventional methods which are
cost-prohibitive for upstream conversion. Our proven process significantly reduces capital and
process costs and is environmentally friendly. By directly converting natural gas into a high-octane
gasoline at the wellhead, the Synfuels technology alleviates the necessity for a natural gas pipeline
and will produce superior end products at a cost below conventional technology. The Synfuels
technology is the ideal solution for remote and stranded as well as associated flared natural gas
worldwide and will bring a much more cost-effective, cleaner-burning fuel to market.

IT’S NOT A PIPEDREAM, IT’S SYNFUELS.

SYN(FUELS

INTERNATIONAL, INC.
www.synfuels.com « 214.855.8920
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at 2.1-2.3 mil-
lion tonnes, while
those into Turkey
increased by 1 mil-
lion tonnes to 4.3
million tonnes. Since
start-up of the UK’s
Isle of Grain LNG
import terminal in
mid-2005, imports
have been on a de-
clining trend falling
to just 0.8 million
tonnes in 2008 from
2.5 million tonnes
in the first full year
of the terminal’s
operation in 2006.
Not unsurpris-
ingly for a seasonal
market, imports of
LNG into Europe
exhibit some varia-
tion throughout the
UK’s National Grid Grain LNG terminal at yearend 2008 started up an expansion that increased its import capacity by 50%, year with imports
to 14.8 million tonnes from 9.8 million tonnes. The £3 10 million investment is supported by long-term contracts with E.On,  tending to peak in
Iberdrola, and Centrica, which took all the additional capacity. This third phase expansion brings National Grid's investment at winter months and

the site, according to the company, to more than £750 million and enables the terminal to import around 20% of forecast UK
gas demand by 2010-11. (Photograph from National Grid Grain LNG)

be at their lowest
in summer months
(Fig. 1). Over the

in 2006. French imports decreased to imports into Greece and Portugal in- last 3 years, LNG imports have averaged

9.1 million tonnes in 2008 from 10.7  creased by around 0.3 million tonnes 3.8 million tonnes/month during win-

million tonnes in 2006. Of the remain-  each to reach 0.7 million tonnes and ter (October to March) and 3.3 million

ing countries, imports into Belgium 2.1 million tonnes, respectively. tonnes/month in summer (April to

declined by 0.8 million tonnes over LNG imports into Italy have re- September).

2006-08 to 2.3 million tonnes, and mained relatively constant in the region As of yearend 2008, Europe had total
EUROPEAN LNG IMPORTERS, 2006-08 Fig. 1

5.0 | B4 Belgium I France Bl Greece I lltaly
1 Portugal Spain Fiuk EA Turkey

LNG, million tonnes

Source: Waterborne Energy Inc., European Waterborne LNG Report
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Our worldwide construction
surveys are updated regularly

The PennEnergy editors and the 1 - offore brilling Rig
J Online esee}rc ) ente'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.
0il Sands Projects
Worldwide Construction Surveys Planned Canadian Oil Sands

development projects in four
Excel worksheets. Includes:

o Petrochemical ¢ Refining « Pipeline mining - upgrading - 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 ggggzzgﬁlﬁéfsenmental and
Completion Date and Current Status, Contractor, Cost, Engineering and

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

Semi-annual construction updates are provided in the following areas:

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

. 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
« 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 1 (
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Technology developments reach operations in 2008-09

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

The LNG industry in the past year
has passed more technology mile-
stones in its rapidly evolving recent
history.

Offshore-based discharge of LNG
into regional South American markets
made an appearance in June 2008 and
again in early 2009.The world's first
fixed offshore terminal was installed
in Europe in late 2008. And the world’s

docked alongside a dedicated jetty

and connected to an onshore natural
gas pipeline via Excelerate’s specially
designed dockside high-pressure gas
off-loading arm. LNG cargoes will be
supplied to the docked vessel via tradi-
tional LNG carriers using Excelerate’s
ship-to-ship LNG transfer protocol, said
the comapny.

The jointly developed Bahia Blanca
GasPort allows delivery of up to 400
MMecfd with initial capacity to import
up to three LNG cargoes/month, each

on the side away from the FSRU and
unloads its cargo with the unloading
arms onto the FSRU, which would then
regasify the LNG and move the natural
gas ashore via the HP gas arms (Fig. 1).

Later in 2009, Petrobras will use the
Golar Spirit to commission a second
offshore LNG terminal, in Guanabara
Bay, Rio de Janeiro. In the meantime,
Blackwell said a second LNG carrier,
the Golar Winter, is undergoing conver-
sion at the Keppel yard.

In late June of last year, Shell Gas

to contain about 3 bcf of
natural gas.

Earlier this year in
Brazil, Petrobras received
the world’s first floating
storage and regasifica-
tion unit vessel, the
Golar Spirit, following
commissioning tests on
the vessel’s regasifica-
tion trains (OGJ, Mar. 16,
2009, p. 64).

Called an “FSRU," the
vessel went into service

largest LNG carrier, the first of the
Q-Max series of tankers was com-
missioned and delivered to its Qatari
owner.

Argentina, Brazil

Floating LNG continued to evolve
from the foundation set by Excelerate
Energy.

In June 2008, the company an-
nounced delivery of Argentina’s first
LNG cargo to the newly constructed
import facility at the port city of Bahia
Blanca, about 400 miles south of Bue-
nos Aires.

Natural gas, revaporized from LNG,
flowed through the Bahia Blanca
GasPort directly into Argentina’s gas
distribution system. The GasPort was
South America’s first LNG receiving

at Petrobras’s offshore
LNG terminal, off Pecem,
Ceara state. Each of its
three regas units can
send out up to about

130 MMcfd, with two

In January 2009, Petrobras took delivery of the Golar Spirit, the
company’s first offshore LNG terminal off Pecem (Fig. 1; photograph
from Golar LNG; copyright Petrobras)

facility and the world’s second dockside
regasification facility after Excelerate’s
installation at Teesside, UK.

At the Bahia Blanca, the company's
LNG regasification vessel Excelsior

units normally working while the third
remains on standby.

At Pecem, Petrobras placed LNG
unloading arms and high-pressure gas
arms on a pier. An LNG carrier berths

& Power Developments BV issued a
formal invitation to tender for front-end
engineering and design and engineer-
ing, procurement, and construction of a
3.5 million tpy floating plant.

declined to 86.5% in 2008 at 38.8 mil-
lion tonnes from 88% in 2006 at 37.1
million tonnes (Fig. 2). As there have
been no imports from the Asia-Pacific
region over this time, the remaining
imports have come from the Middle
East, increasing by 1 million tonnes to
6.1 million tonnes in 2008 from 5.1
million tonnes in 2006.

Over the last 3 years, around 70% of
Middle East supply has been sold into

LNG import and regasification capacity
of 78 million tonnes/year (tpy; Table
1).Thus, throughput in winter equates
to average capacity utilization of nearly
58%, while summer capacity utilization
has averaged slightly more than 50%.

Spain, although increasing volumes
have been sold into Belgium with start-
up of a supply agreement from RasGas
in early 2007 and a small quantity has
also been sold into France.

Middle East supply into Europe has
been fairly constant in terms of season-
ality, which means that Atlantic Basin
supply has taken most of the seasonality
swing.

Within the Atlantic Basin, the main

Primary source

Imports into Europe have come
mainly from within the Atlantic Basin,
although its share of total supply has
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The tender was issued to three
consortia consisting of engineering
and shipyard contractors selected

after a prequalification exercise
undertaken by Shell. Bids were to

be announced by yearend 2008 with
award of contracts possible during
2009. At OGJ press time in mid-
March, no announcements had been
made.

Shell said it had invested in devel-
opment of FLNG technology over the
last 10 years, and, at the time of this
announcement, claimed to have been
looking closely at several potential de-
velopments, particularly in Asia-Pacific.

Terminal, vessel delivered
Two other industry innovations
moved from fabrication to installation.
In September last year, the world’s
first offshore LNG terminal arrived at fi-
nal location off the Italian coast (Fig. 2).
The Adriatic terminal will store and
regasify LNG to deliver 775 MMcfd (8
billion cu m/year) when it reaches full
operations later in 2009.
The terminal left its construction
site in Algeciras, Spain, in late August

suppliers have been Algeria, Egypt, Ni-
geria, and Trinidad that collectively have
accounted for more than 96% of supply.
The small amount of LNG produced by
Libya is sold into Spain under a long-
term agreement, while BG, as sole lifter
of LNG from Equatorial Guinea, has
either sold its entitlement to higher
priced Asian markets or retained it

for direct sale to its own downstream
customers.
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Tugs and tenders near Algeciras, Spain, maneuver the world’s first fixed offshore LNG terminal last year as
it moves toward its Adriatic station off Porto Levante, Italy (Fig. 2; photo from ExxonMobil).

on the 1,700-mile trip, arriving Sept.
15.The terminal was positioned about
10 miles off Porto Levante, ltaly, in the
Adriatic Sea, in about 95 ft of water and
was being connected via pipeline to
Italy’s natural gas grid.

The Adriatic LNG project is owned
by ExxonMobil Italiana Gas, Qatar
Terminal Ltd. (a Qatar Petroleum
100%-owned subsidiary), and Edison.
The terminal will receive natural gas
produced from Qatar’s North field, the
largest nonassociated natural gas field
in the world.

Finally, last year saw delivery of the
first of the world'’s largest LNG carriers.

Qatargas Operating Co. Ltd. and its
shipping company Nakilat took pos-
session of the LNG Q-Max Mozah (see

Since start-up of the Snohvit LNG
plant in late 2007, Norway has started
to emerge as a supplier to Europe, al-
though the volumes have been relatively
small to date.

Of the main suppliers, Algeria is the
largest accounting for more than 40%
of total Atlantic Basin supply to Europe,
although Algerian exports have fallen
to 15.8-15.9 million tonnes in the last
2 years from 16.6 million tonnes in

cover).The 266,000-cu m vessel was
built at Samsung Heavy Industries’
shipyard on Geoje Island, South Korea.
It is Nakilat’s flagship and was the first
of 14 Q-Max vessels on order and the
first of 25 wholly owned LNG carriers
in its fleet of 54 vessels being built in
the Korean shipyards for Qatar’s LNG
expansion projects, according to the
company.

Mozah will ship LNG produced by
Qatar Liquefied Gas Co. Ltd. Il (“Qatar-
gas 2”) to markets in Europe.

The company said the Q-Max has
80% more capacity than conventional
LNG carriers with about 40% lower
energy requirements due to the econo-
mies of scale created by its size and the
efficiency of the engines.

2006. In part this drop has been due to
some Algerian output being sold into
Asian markets but also because of tech-
nical problems with the country’s gas
liquefaction plants that restricted output
during the second half of last year.
Nigeria has been the second larg-
est exporter to Europe with its share of
total rising to nearly 35% in 2007 and
more than 32% in 2008 from 30% in
2006.This has been due mainly to start-
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EXISTING EUROPEAN LNG IMIPORT TERMINALS

Table 1

LNG capacity,

Country Location Operator million tpy
North Atlantic Europe
France Montoirde-Bretagne GdF 76
UK Isle of Grain Grain LNG (National Grid Transco) 10.0
UK Teesside Excelerate Energy —
South Atlantic Europe
Portugal Sines Galp Atlantico (Transgas) 4.0
Spain Bilbao Bahia de Bizkala Gas 53
Spain Huelva Enagas 8.7
Spain Mugardos Reganosa 2.7
Spain Sagunto Planta de Regasificacion de Sagunto 2.8
Mediterranean Europe
France Fos-sur-Mer GdF 73
Greece Revithoussa Island DEPA 1.0
Italy La Spezia Snam Rete Gas 2.6
Spain Barcelona Enagas 10.5
Spain Cartagena Enagas 77
Turkey |zmir Egegaz LNG 4.3
Turkey Marmara Ereglisi Botas 4.3

Total capacity

up of Trains 4 and 5 at the Bonny LNG
plant through 2006 and of Train 6 in
the early part of last year. Again Nigeria
has also been a significant seller of LNG
into higher priced Asian markets over
the last 2 years with exports to Europe
remaining around 12.5 million tonnes
in 2007 and 2008.

Exports from Egypt to Europe have
declined over the last 2-3 years in both
market share and absolute terms. The
country’s share of total Atlantic Basin
exports has fallen to less than 12%
from nearly 16%, while the volume has
declined to around 4.4 million tonnes
in each of the last 2 years from 5.9 mil-

44

lion tonnes in 2006. Again one of the
primary reasons for this is that some
output from the two Egyptian LNG
plants has been sold into the premium
Asian market.

The remaining supplier of note,
Trinidad, has seen its exports to Europe
increasing in both market share and
absolute terms over the last 3 years, the
former increasing to 11.4% from 8.3%
and the latter to 4.4 million tonnes
from 3.1 million tonnes.

Flexible supply from Trinidad has
proven to be responsive to regional
price variations, the price premium
over Henry Hub in both Asia and

Europe from the middle of 2007 being
sufficient to draw cargoes away from
the “natural” outlet for Trinidadian
exports, i.e., the US.

One of the emerging characteristics
of the global LNG market has been an
increase in the amount of supply that
has a degree of diversion capability
or destination flexibility. While most
global LNG trade continues to occur as
dedicated or fixed-destination supply
governed by long sales-and-purchase
agreements that prevent diversion, an
increasing number of contracts have
come into force in recent years that
contain provisions to enable diversion.

These may either come in the form
of larger credit-worthy companies will-
ing to take total market and price risk
or sales-and-purchase agreements that
allow the offtaker to seek the market
of highest return with some form of
profit-sharing mechanism contained in
the pricing provisions.

The quantity of LNG supply im-
ported into Europe as dedicated or fixed
supply has increased to 29-30 mil-
lion tonnes in each of the last 2 years
from an estimated 26.7 million tonnes
in 2006, and its share of total supply
increased to 73% in 2007 from 63%
but declined back to 65% in 2008 (Fig.
3). By comparison, the share of dedi-
cated or fixed trade on a global basis
has declined to 70% in 2008 from an
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TYPE OF EUROPEAN LNG IMPORTS, 2006-08
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estimated 75% of the total in 2006.

Flexible trade into Europe has expe-
rienced considerable volatility over the
last 2-3 years. In 2006, flexible trade
amounted to an estimated 13.5 mil-
lion tonnes accounting for 32% of total
European imports, but both share and
absolute volumes declined in 2007 to
8.9 million tonnes and 22%, respec-
tively, only to rebound in 2008 to 13.2
million tonnes and nearly 30%, respec-
tively.

By comparison, the share of flexible
trade on a global basis has increased to
25% in 2008 from an estimated 20% in
2006. Spot LNG imports have remained
around an estimated 5% of total supply
over the last 3 years, which is compa-
rable with the global average.

Increasing complexity

These data are the results of both the
dynamic complexity of supply and de-
mand fundamentals in the European gas
market and its increasing influence on
global LNG trade. Structurally, Europe
has been a net importer of natural gas,
and this situation will only deteriorate
in the future as indigenous regional
production declines and demand con-
tinues to grow.

Most of the main gas markets in
Northern Europe are now mature with
limited growth potential from the
industrial and residential-commercial

Oil & Gas Journal / Apr. 13, 2009

sectors, while some growth potential
exists from power generation. Conse-
quently, there are likely to be different
factors to influence future gas demand
in these countries.

Over the longer term, economic
and population growth as well as the
relative price of gas to the end-user
compared with such competing fuels as
oil and coal will mainly drive demand.
These factors will tend to affect demand
from the industrial and power genera-
tion sectors.

Over the shorter term, weather will
be a major influence on demand as
the severity of the northern European
winter will translate into more signifi-
cant month-on-month demand changes
as the effect of the underlying growth
trend has become less influential due to
the maturity of the gas market.

Factors affecting demand in southern
Europe are a little more diverse, as there
is greater variation in the maturity of
the markets in this region. Italy has a
well developed gas market, while those
in the Spain, Portugal, Greece, and
Turkey are less well developed with all
sectors having the potential for future
growth. Seasonality of demand in these
countries tends to be less significant
than in Northern Europe although it
does exist.

From an LNG perspective and apart
from Italy, there is limited gas storage
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capacity in these Mediterranean Euro-
pean countries with the result that LNG
is often the source of balancing supply
during times of crisis. This was evident
in the early part of 2009 when both
Greece and Turkey sought additional
supply from the flexible, spot market

as pipeline supply from Russia was
curtailed as a result of its dispute with
the Ukraine.

Another major factor that will impact
future European LNG imports is the
hydropower reserve in Spain. Because
hydropower contributes to around 15%
of Spanish power supply, during times
of low rainfall thermal, mainly gas-
fired, power is called upon to make up
the deficit.

With very limited storage capacity,
Spain has limited ability to meet such
demand shortfalls. It therefore tends to
make up any shortfall with increased
purchases of LNG. This was evident
in the early part of 2008 as precipita-
tion in second-half 2007 had been
well below average with the result that
hydropower availability was severely
restricted in the early part of the fol-
lowing year.

Pipeline vs. LNG

From a gas supply perspective, some
European gas traders and marketers
have a unique opportunity to arbitrage
between pipeline supply and LNG
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supply. Typically pipeline gas supply
contracts are priced by indexation to
heating oil and residual fuel oil with

a 6-9 month time lag. This provides a
certain degree of predictability over the
near-term price of future pipeline gas
supply.

With gas trading hubs starting to
emerge throughout Europe and a fu-
tures market developing, those traders
who have access to LNG supply have
the opportunity to arbitrage between
imported pipeline and LNG supply.
Furthermore, with a spot LNG market
starting to emerge in Asia with prices
that are compared with either crude oil
or refined products, these traders can
also exploit any regional prices differ-
ence that may emerge.

During 2008 the amount of gas
imported by pipeline by major LNG
importing countries increased on a
comparable basis relative to the previ-
ous year, although diverging trends
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existed throughout the year. Until third
quarter, pipeline imports were higher
than in the previous year. During this
time oil prices were rising, with the
result that pipeline border prices were
lagging oil prices while spot LNG and
traded gas hub prices tended to reflect
prevailing oil prices.

During the last quarter of the year,
however, pipeline imports were lower
than the previous year as the peak oil
prices of the middle of the year resulted
in higher pipeline border prices, yet
spot LNG and traded hub gas prices re-
flected prevailing lower oil prices with
the result that LNG imports increased.

Anther interesting supply dynamic is
that around LNG imports into the UK,
which have been far lower than envi-
sioned since start-up of the Isle of Grain
import and regasification facility in mid
2005. While initial imports were at rea-
sonable levels, they have since declined.

The prime reason for this has been

start-up in late 2006 of the Langeled
and Balgzand Bacton Line (BBL) pipe-
line from Norway and the Netherlands,
respectively. The Langeled pipeline gives
Norway considerable influence over
gas prices at the UK’s gas trading hub,
the National Balancing Point (NBP), as
the existence of this pipeline and other
pipelines to continental Europe enables
it to exploit any arbitrage opportuni-
ties between prices in the UK and the
continent.

Thus far, the Norwegian strategy
appears, in the summer months, to be
to push gas into the NBP market that is
then reexported to continental Europe
for injection into storage and, in the
winter months, to keep supply at levels
that prevent imports from continental
Europe via the UK Interconnector pipe-
line. Thus, NBP tends to be at a discount
to continental European prices in the
summer months and at a premium in
the winter.

Increasing response

Over the last few years it has become
increasingly apparent that LNG trade
within the Atlantic Basin responds to
price differences between Europe and
the US. Comparison of the difference
in Henry Hub price and the month
ahead (m+1) NBP price (as a proxy for
European prices) and the flow of intra-
Atlantic Basin flexible LNG trade (i.e.,
flexible trade that remains within the
Atlantic Basin that excludes trade that
flows out of the Atlantic Basin to Asia)
shows good correlation (Figs. 4 and 5).

This, therefore, suggests that the di-
rection of LNG trade responds to price
differences between markets. A similar
analysis compares the amount of flex-
ible LNG trade that leaves the Atlantic
Basin for Asia vs. the price difference
between Japanese spot LNG prices and
Henry Hub. It shows similar results, al-
though the degree of correlation is not
as high or the slope as steep. Interest-
ingly enough there does appear to be
a $2/MMbtu price difference between
Japanese spot prices and Henry Hub
prices that will trigger exports out of
the Atlantic Basin to Asia.
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Outlook uncertainty

So what does the future hold for
LNG supply into Europe?

Probably the single biggest challenge

forecast is based on winter temperatures
to be equal to the average for the last

5 years. Should this not be the case,
then residential-commercial demand,

supply-demand analysis, it has not
been assumed that all of these will be
extended in their current form. The net
effect after considering dedicated LNG

facing sellers of gas into the European
market is the deteriorating economic
situation. Evidence has started to
emerge of declining gas demand in the
industrial and power generation sectors
of the main LNG importing countries
during the end of last year, particularly
in Italy, Spain, and the UK. With the
economic downturn expected to be
more severe and more prolonged than
many had forecast last year.

Purvin & Gertz'’s current forecast is
for the rate of gas demand growth to
slow sharply this year and be stronger
in 2010. Within this forecast, how-
ever, there are many
diverging trends

which accounts for around 50% of total
demand, could be substantially different
from that forecast.

On the supply side, UK natural gas
production appears to be in terminal
decline, and nothing appears on the
near horizon that is likely to change this
prospect. The only new pipeline project
that will result in increased pipeline gas
imports is from Algeria to Spain; that is
expected to come on stream during the
course of this year.

Of the existing pipeline agreements,
several expire during the course of
the next 2-3 years. For the sake of this

EUROPEAN LNG IMPORT TERMINALS UNDER CONSTRUCTION

supply agreements is that the gas supply
shortfall will increase in Europe over
time.

Naturally, flexible LNG will be called
upon to meet this shortfall, although it
should be noted that the shortfall may
be overstated should existing pipeline
import agreements be extended.

Fig. 6 presents Purvin & Gertz's view
of the near term gas supply-demand
and LNG demand pull situation in the
main European LNG importing coun-
tries.

Gas demand in Fig. 6 is represented
by the line, while domestic production,

with flat or declining Table 2
industrial demand in LNG
capacity,

France, Italy,'ar.ld the ilion” Start-up
UK and declining or Country Project Location Operator tpy year
flat power genera- North Atlantic Europe

B ; Netherlands ~ Gate Terminal Rotterdam Gasunie/Vopak/RWE 78 201
tion demand in Italy, UK Dragon LNG Milford Haven  Dragon LNG (4Gas, BG, Petronas) 6.6 2009
Spain, and the UK. UK South Hook LNG Milford Haven ExxonMobil, Qatar Petroleum 7.8 2009

Power generation South Atlantic Europe _
demand in France Spain Mugardos expansion Mugardos Reganosa 2.7 2013
i1 3 P Mediterranean Europe

will increase margln France Fos Cavaou Fos Cavaou GdF/Total 73 2009
ally due to commis- Italy Isola di Porto Levante (offshore) North Adriatic Sea QP/ExxonMobil/Edison 6.3 2009

L Italy OLT Offshore Cross Gas Livorno, Tuscany  Offshore LNG (E.On/Iride) 2.7 201
sioning of a new Spain Barcelona expansion Barcelona Enagas 2.0 2009-10
gas—ﬁred power gen- Total capacity 43.2
eration capacity. This
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fixed or dedicated contracted pipeline,
and LNG imports, and movements in
and out of inventory are represented by
the area graph. The difference between
the line and the area graph in Fig. 6 is
the expected gas supply shortfall (in
billion cubic meters).

This gas demand shortfall, which
represents the demand pull on flexible

LNG, is also represented by the column
graph that shows quarterly flexible LNG
demand in million tonnes on the right
hand scale.

Fig. 6 shows that, although the
demand pull for flexible LNG near term
is relatively weak, it does improve over
time as the economic situation im-

proves and pipeline gas contracts expire.
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It should also be noted that the LNG
import requirement into the UK will
grow strongly from 2010.The main
contributing factors to this forecast are
a continuation in decline of UK North
Sea production and increased utiliza-
tion of capacity in the Langeled and BBL
pipelines.

The capacity of these pipelines has
yet to be tested fully, but in all likeli-
hood there will be times during winter
months when they and the UK Inter-
connector are operating at or near full
capacity with the result that there will
be an increased pull on LNG imports.

Currently, several LNG import
and regasification facilities are under
construction that will come on stream
over the next few years (Table 2).These
projects will add more than 50% to
existing LNG import capacity. The good
news is that development of this capac-
ity appears to be keeping pace with the
expected increase in LNG imports into
Europe, and it is not expected that LNG
import capacity will be a limiting factor
on future imports into Europe.

Author’s note: Sources for data in this article
are theWaterborne Energy Inc., European Wa-
terborne LNG Report, and Purvin & Gertz Inc.,
Global LNG Market Outlook. 4
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Asian LNG demand
growth has been critical
in the growth of global
LNG, accounting for an
average 50% of global
incremental consump-
tion since 2000. In 2008,
incremental demand growth in Asia
was substantially higher than in other
regions, as imports of key consum-
ers such as Japan and Korea pushed up
regional growth.

Europe’s marginal consumption
growth coupled with Asia helped offset
a massive decline in LNG imports into
the Americas, specifically the US. While
global LNG demand has grown by an
average 8%/ year since 2000, prelimi-
nary estimates for 2008 indicate essen-
tially no growth. This was partly due to
project delays and will certainly change
this year as new projects push LNG into
the market.

There are questions, however, about
just how much LNG the market can ab-
sorb. Significant uncertainty surrounds
prospects for the next few years as the
depth of the current global financial
crisis has yet fully to reveal itself.

SPECIAL

Q) /\

region, as they will have implications
for the global LNG market.

This article will look at demand
among Asian LNG importers over the
next few years.

It must be noted that while the term
LNG “demand” is commonly used, it
is a bit of a misnomer. A more accurate
term would be “likely imports.”
an economy slows or contracts sharply
(as we expect

Even if
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to see in
2009), LNG
imports can
increase with
the deliv-
ery of new

Economic crisis clouds outlook
for Asia-Pacific’s LNG demand

contracted
volumes.

Of course, this does not necessar-
ily indicate strong demand but rather
a supply push. This would likely be
accompanied by price weakness and
reduced demand for spot cargoes. For
the purpose of this piece, we stick with
convention and refer to “demand.”

Economies suffer
The global economy has slowed

NG Update

wepor

Given that the Asian market has
not only driven incremental demand
growth in recent years, but has also
accounted for about two thirds of the
global LNG market, it is important to
understand growth prospects for the
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significantly over the past 6-8 months.
The US financial crisis was the initial
trigger, but the impact soon spread to
other geographic regions and economic
sectors.

Originally, Asia appeared to weather

Alexis Zhiying Aik
Sook Ching Wong
FACTS Global Energy
Singapore

Tomoko Hosoe
East-West Center
Honolulu

Shahriar Fesharaki
FACTS Global Energy
Honolulu
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Korea Gas Corp. operates three LNG import terminals, the one at Incheon (shown here) being the oldest, starting up in 1996. At
Incheon, 18 tanks can store nearly 2.5 million cu m of LNG. Data for 2007, the most recent available, show that South Korea
ranked second in total LNG imports behind Japan. Korea Gas is set to receive the first cargoes from Sakhalin 2 in second-quarter

2009. (Photograph from Kogas)

the crisis. Most monetary authorities
had accumulated substantial foreign
reserves and regional banks were typi-
cally well capitalized. Regulatory over-
sight had also improved following the
1997-98 Asian economic crises. Some
briefly speculated (or hoped) that Asian
economies had largely “delinked” from
the US and Europe and would come
through the crisis relatively unscathed.

The past few months, however, have
made clear that talk of such a delinkage
from the global economy was misguid-
ed. October-November 2008 economic
data showed clear signs of slowdown.
Meanwhile, key indicators of energy use
are off sharply.

After averaging some 14%/year
growth since 2002, Chinese power

50
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demand was down by 3% year-on-year
(y-0-y) in October 2008 and 8% in
November 2008. Auto sales also slowed
sharply in both China and India. The
impact of lethargic global and regional
trade on highly export-dependent
economies, such as Singapore, Taiwan,
and Hong Kong, has become readily
apparent and will affect demand for the
power sector as well as industrial use.

New markets

In spite of the recent economic tur-
moil, the Asia-Pacific LNG market will
remain relatively robust beyond 2009.
Fig. 1 shows our base-case scenario.

While imports in 2008 increased by
an estimated 4.7% from 2007 levels,
they will contract slightly in 2009.

This reduction in
demand, however,
will be tempered
by relatively strong
growth in China
and, to a lesser
extent, India.

Fig. 2 illustrates
the region’s incre-
mental imports by
country through
2011.The major-
ity of incremental
demand growth
will come from
such new markets
as China and India,
while the more
mature markets of
Japan, Korea, and
Taiwan will experi-
ence slower growth
in 2010-11. Several
factors are at play
here for each coun-
try that is examined.

Japan

In 2008, LNG
imports in Japan
increased 3.7% to
69.3 million tonnes
from 2007 levels,
driven primarily by
the power sector
because of nuclear power problems
and strong industrial sector demand.
Tokyo Electric Power Co’s (TEPCO) 8.2
Gw Kashiwazaki-Kariwa nuclear power
plant remained closed throughout
2008. Other utilities, including Kansai
Electric Power Co. and Chubu Electric
Power Co., also closed some of their
units for both planned and unplanned
inspections.

Japan's actual consumption, mean-
while, totaled 68.5 million tonnes in
2008, up 2.1%, compared with 67.2
million tonnes in 2007. Electric utilities
accounted for 61% of Japan's total con-
sumption and city gas utilities account-
ed for the rest. While Japan’s natural gas
demand growth was strong in first and
second quarters 2008, the industrial
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sector’s demand started to weaken in
the third quarter.

By December 2008, city gas demand
by the industrial sector fell signifi-
cantly in the Tokyo, Nagoya, and Osaka
regions, as Japanese economic activities
had been hit by global economic reces-
sion. Japan's economic growth is led
mainly by external demand; demand
contraction of automobile, electronics
goods, and other machinery products
in overseas markets are directly hurting
manufacturing industries.

Even Toyota, one of Japan’s lead-
ing manufacturers, is struggling with
sagging demand for automobiles in
domestic and overseas markets. Reduc-
ing exports, restricted corporate invest-
ments, and dull consumer spending
will put further downward pressure on
the Japanese economy.

Japan’s economic growth rates for
2009 will be in a range of —2.6% and
—3.5% from the previous year. We
believe that power and city gas demand
from the industrial sector (especially in
Nagoya, which hosts Japan’s mainstay
export manufacturers, including Toyota)
in 2009 will decline significantly from
2008.Toyota’s domestic production for
February-April 2009 will be half of the
same period last year (i.e., 9,000 cars/
day). This marks the lowest production
level in the past 30 years.

Looking ahead, we expect Japan’s
LNG imports for 2009 to decline by 5.9
million tonnes from 2008. Power sector
demand will decline by 5% because
some troubled nuclear units (at least
two units) at TEPCO’s Kashiwazaki-
Kariwa nuclear power plant will resume
operation this year. Industrial demand
in 2009 will fall by 15% and residen-
tial-commercial demand will increase
by a mere 0.3% y-o-y.

In 2010, the industrial sector’s de-
mand will increase by 3% y-o-y and the
power sector by 3.7%. Still, total LNG
imports in 2010 (65.3 million tonnes)
will be lower than the 2008 level. By
2011, we believe demand will come
back to 2007 levels at about 66.8 mil-
lion tonnes.
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Korea velopments in this sector. The downturn

Korean imports of LNG posted a
healthy growth of 6.6% in 2008 vs.
2007, primarily due to higher imports
in the early part of the year. LNG was
favored over oil products in the indus-
trial and power sectors due to lower
unit cost when compared with compet-
ing oil products. In addition, the start of
a new long-term contract with MLNG
Tiga in 2008 increased available sup-
plies.

Looking ahead, we forecast LNG
imports in 2009 will contract by about
6%, as gas demand in the industrial and
power sectors weakens due to slow-
ing economies. In 2010, we expect the
Korean economy will begin to show
signs of recovery and corresponding
gas demand will grow by 5%, driven
primarily by the city gas sector, while
imports will increase by roughly 7%.
By 2011, LNG imports will reach 29.2
million tonnes, an increase of 6.6%
over 2010 levels.

Taiwan

With an estimated 79% of gas sup-
ply allocated to the power sector, the
outlook for Taiwan’s LNG demand in
the next 3 years greatly depends on de-

in global economies has hit Taiwan hard
as domestic electricity sales sank due to
lackluster performance from, especially,
the industrial sector. In 2008, prelimi-
nary estimates were for lower electricity
sales (—2%) y-o-y from a weakening
global economy and the hike in domes-
tic electricity prices.

For 2009, it is likely that overall
growth in electricity sales will slow fur-
ther along with gross domestic product
growth. Lackluster demand from the
industrial sector will bear the brunt of
weak external markets, reducing overall
power needs. Although this will slow
overall growth of LNG demand for the
nation, the delays in additional nuclear
power generation capacity (nuclear
power plant No. 4) will cushion the
contraction in LNG demand.

Overall, the Taiwanese market seems
well supplied for 2009, reducing the
need for any spot purchases for the year.
LNG demand will be around 8.6 mil-
lion tonnes for the year, rising to some
9.8 million tonnes by 2011.

India
Preliminary estimates are that India’s
2008 LNG imports fell by more than
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2% compared with 2007 levels. The
recent decrease in spot LNG prices,
however, is resulting in continued use
of LNG, as there is large unmet demand
for natural gas in India. The current
affordability in various sectors in India
has risen over the last 3-4 years, and
most sectors are capable of paying a
delivered gas price of $7-9/MMbtu.

LNG imports can be used to fill im-
mediate deficits as KG basin volumes
are likely to materialize more slowly
than expected, gradually increasing in
2009 and reaching some 20-30 million
std. cu m/day by yearend 2009 or early
2010.

In the future, although the economy

52

Taiwan

India China

is slowing, we anticipate LNG importers
in India to take advantage of the near-
term weakness in international LNG
prices and increase LNG imports, keep-
ing in accordance to the level of regas-
ification capacity available. Our projec-
tions show LNG imports of 9.2 million
tonnes in 2009, rising to around 11.1
million tonnes in 2011.

China

The Chinese economy has been
slowing down since third-quarter 2008,
which has affected energy demand
considerably. For natural gas, the impact
has also been felt, and we see a slow-
down of consumption growth in the

short run. Compared with oil, coal, and
electric power, however, natural gas
demand is growing much faster, thanks
mainly to higher domestic production.
For 2008, China imported 3.3 million
tonnes of LNG, up from 2.9 million
tonnes in 2007.

In 2009, we project that China will
import 5.4 million tonnes of LNG. The
higher imports of 2009 over 2008 are
boosted by a number of factors, such
as completion of new terminals (Fujian
and Shanghai) and start-up of new
supply contracts from Tangguh, MLNG
Tiga, and Qatargas II.

Despite the increase, however, 2009
imports are still lower than previously
anticipated due to the slowing econo-
my, which heavily depends on exports.
In 2010-11, imports will continue to
grow robustly primarily due to the
ramp up of contractual volumes from
Tangguh, MLNG Tiga, and Qatargas II,
as well as a new supply contract with
Total, which is slated to commence in
2010. China will account for more than
45% of the Asia-Pacific’s incremental
demand growth from 2008-11.

West Coast Americas

In light of weakening global eco-
nomic conditions, we have revised
downwards our LNG demand projec-
tions for terminals operating on the
West Coast of the Americas (Mexico
and Chile). States in the northwestern
region of Mexico have close economic
(trade) relations with the US. Hence,
given the deterioration of the US econ-
omy, natural gas demand by the power
and industrial sectors will weaken as
industrial production falls.

The Mexican state of Baja California,
where the 7.7-million-tpy Energia Costa
Azul LNG receiving terminal is located,
is home to numerous manufacturing
operations, which include consumer
electronics and automobile production.
More than 90% of the natural gas in the
northwestern region is consumed by
the power sector.

Similarly, Chile (with one LNG
receiving terminal aiming to start up
in mid-2009) may demand lower LNG
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volumes to feed the power and indus-
trial sectors as copper exports slow on
the back of a global economic reces-
sion and reduced construction activ-
ity. (Chile is the world’s largest copper
producer.)

Another terminal aims to start up
in 2010 and may come on line amid a
relatively weak economic environment.
Since the economic crisis is global and
not just US focused, we do not antici-
pate a significant drop (vs. our previ-
ous projections) in LNG flowing into
the terminals on the West Coast of the
Americas as exemplified by our base-
case scenario.

Wild cards that may affect the
amount of LNG heading to Mexico’s
Energia Costa Azul terminal include,
among others, the pace and breath of
economic recovery, LNG demand in
alternative markets such as Asia, and the
price of natural gas in the US relative to
prices Asian buyers are willing to pay
to secure non-long-term cargoes. These
factors will determine in part whether
diversions will take place.

Observations

Perhaps surprisingly, given the poor
near-term economic outlook, the Asia-
Pacific region will experience relatively
strong growth in LNG imports through
2011.In nominal terms, the largest
growth in imports will be in China, the
West Coast of Americas, and India.

That being said, however, most of
this demand growth will be filled by
existing or upcoming LNG supply
contracts. If we look at uncontracted
LNG demand in the Fig. 3, showing the
difference between committed supply
and forecast demand, we can see that
the real opportunities for suppliers are
in India, followed by Taiwan and Japan.
Uncontracted demand for the region
stands at about 1.9 million tonnes in
2009, 4.2 million tonnes in 2010, and
12.2 million tonnes in 2011. India
alone accounts for more than one-
third of the total uncontracted demand
through 2011.

The limited amount of room for
incremental LNG supplies to go to the

Oil & Gas Journal / Apr. 13, 2009

Asia-Pacific market in the next few years
will surely lead to higher imports to
markets such as the US, which has a
large liquid gas market, in addition to
substantial storage capacity.

Moreover, given the significant
amount of liquefaction capacity coming
on stream for the period, coupled with
the fact that US gas prices are expected
to remain $3-4.5/MMbtu in 2009, we
expect to see continued weakness in
spot and short-term LNG prices, at least
for the next couple of years.
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Suppliers are mistaken if they believe
they can place substantial volumes into
the Asia-Pacific market over the next
few years, as there simply is not enough
demand given existing commitments,
even at relatively lower prices. The end
result is likely to be a continuation of
relatively weak LNG prices (compared
with the last couple of years) as supply
is plentiful and uncontracted demand in
one of the key markets remains rela-
tively soft until supply growth begins to
curtail in 2012. 4
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New rupture disks feature 35% operating ratio New disk based tape replacement storage solution associated with tape transcription and re-
New versions of the STAR X and ULTRX  PetroStor, a new scalable disk storage =~ mastering.

rupture disks each feature a 95% operating platform, provides users with petabytes of The company says that lower disk-stor-

ratio. The company’s reverse acting fam-  on line capacity. age costs help increase the volume of data

ily of disks now includes the ULTRX HP Tested and qualified with this firm’s that can be kept at hand. Analysis can be

and STAR X HP, which utilize a precision  exploration and production software, the  performed more efficiently when data are
manufacturing technology to achieve and  solution is suited for companies that need readily available, resulting in more timely

control burst pressures at tight tolerances. fast access to seismic files and archived decisions and lower overall exploration
This high precision version of these prod- project data. costs, the firm adds.
ucts allows them to be pressurized up to Unlike traditional tape alternatives, Also the company says it already has

95% of the rated (marked) burst pressure the firm points out, the PetroStor storage ~ multiple deployments using Storwize real-
under normal operating conditions for rat- solution provides upstream users instant  time compression because its customers

ings above 40 psig. access to all their seismic files and project —are generating high volumes of business-
The maker says that this increased op-  data archives. Combining enterprise- critical data. Based upon strategic alliances
erating ratio performance results in lower class storage from NetApp with real-time  with NetApp and Storwize, the company
maintenance costs, increased productivity, compression from Storwize, the Petro- is offering a solution that provides users
and reduced material loss by improving  Stor storage solution lowers storage costs  cost-effective on line access to all their
performance and production and mainte- to less than $1,000/terabyte. It enables current and archived data. Their data are
nance flexibility. The ULTRX HP is suited  storage administrators to increase their now not only more available but also

for fully liquid systems as well as gaseous  storage capacity, along with data reliability more secure because users no longer need
or partial gas-liquid systems.The STAR X  and performance, while reducing associ-  to worry about physical deterioration of

HP is designed to provide protection at ated infrastructure footprint, cooling, and  tapes, the firm notes.

burst pressures as low as 13 psig. power costs, as well as administrative costs Source: Landmark, 5 Houston Center,
Source: Continental Disk Corp., 3160 1401 McKinney St., Suite 2400, Houston,

W. Heartland Drive, Liberty, MO 64068. TX 77010.
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Woolslayer Companies Inc.,

Tulsa, has named Thomas L. Wingerter
CEO and member of the WCI board of di-
rectors. Dewayne Vogt
remains WCI president
and chief engineer.
Wingerter joins WCI
from Pinpoint Drilling
& Directional Services
LLC, a privately held
integrated drilling and
directional services
company in Dallas.
Prior to his 4-year
tenure with Pinpoint,
he was with Parker Drilling Co. for 25 years.
He retired from Parker in 2003 as vice-
president of global operations.

Woolslayer is a worldwide provider of
design, engineering, and fabrication of oil
field masts, derricks, and drilling equipment
components. The company also provides
structural design and analysis, computer-
aided design, feasibility studies, inspection
and repair, and project management.

Wingerter

Seismic Micro-Technology,

Houston, has expanded its software
donation program to geoscience students
in 160 colleges and universities in key oil
and gas regions around the world. The
goal of SMT’s educational grant program
is to place software in the classroom so
graduating students are equipped for the
job market with hands-on workstation ex-
perience. SMT KINGDOM software dona-
tions are utilized for teaching and research
at academic institutions in 27 countries.
Beginning in 2001, 3-year grants, includ-
ing all maintenance support and updates,
have been donated, with a total estimated
value of more than $150 million.

SMT is a market leader for Windows-

based geoscientific interpretation software.

SMT software enables intuitive interpreta-
tion, validation, risk reduction, and data
management in one integrated executable.

Schweitzer Engineering Laboratories Inc.,
Pullman, Wash., has announced that it is
now 100% employee-owned. Founded by
CEO and Pres. Edmund O. Schweitzer III in
1984, SEL employs 1,800 people worldwide

and supports products in 126 countries. SEL
employees previously held a partial stake

in the privately held company. Transition to
a 100% employee-owned structure is part
of SEL’s long-term strategy for sustained
growth, stability, and customer focus.

SEL serves industry worldwide through
the design, manufacture, supply, and sup-
port of products and services for industrial
power system protection, monitoring,
control, automation, and metering.

NovaDrill,

Provo, Utah, has named Andy Szes-
cila to its board of directors. A 34-year
upstream oil and gas industry veteran, he
previously was COO of Baker Hughes Inc.
NovaDrill is commercializing a complete
directional drilling and formation evalua-
tion system for drill bit, MWD, and LIWD
markets, made up of advanced elements
that can be integrated or used individually.

Founded in 2008, NovaDrill is funded
by upstream technology venture capital
firm Energy Ventures in partnership with
Novatek, an industry leader in industrial
diamonds.

The most trusted and utilized provider of GIS data to the pipeline
industry for M&A and asset valuation analysis.

MAPSearch® provides detailed pipeline and pipeline facility information for use in Merger and Acquisition Analysis such as:

e What pipeline assets does company “A” now own?
e What gathering, processing, and storage facilities do they operate?

e What local pipeline company owns assets that would be a complimentary acquisition?

o If these midstream assets were acquired:
e What would the combined assets look like?
e What new markets could they reach?

MAPSearch tracks interstate, intrastate, and gathering system pipelines and pipeline
facilities for all of North America and provides this information in a format for users

to conduct their own analysis.
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MAPSearch.

A PennWell Company

For more information, please:
Call 800.823.6277

Email sales@mapsearch.com
Visit www.MAPSearch.com
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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
3-27 3-20 3-27 3-20 3-27 3-20 *3-28 0
2009 2009 2009 2009 2009 2009 2008 OIL&GASJOURNAL
1,000 b/d
/ 041172 tesearch center
Total motor gasoline 1,207 989 4 147 1,211 1,136 944
Mo. gas. blending comp. 884 788 0 12 884 800 590
Distillate..... 263 449 0 0 263 449 322
Residual ... m 261 97 115 369 376 35 0GJ CRACK SPREAD
Jet fuel-kerosine .. 58 38 92 18 150 56 111
Propane—propylene 249 137 36 23 285 160 145 *4-3-09 *4-4-08 Change Change,
Other (116) 126 17 108 1 234 762 ——$bbl — %
Total products........cccconeevreennenns 2,817 2,788 346 423 3,163 3211 3,190 SPOT PRICES
Product val 56.89 11509 -5820 -50.6
Total CrUde ... 8,634 818 920 1198 | 9554 9384 10283  prontonde W86 1008 533 823
Crack d 8.23 13.056 482 369
TOtal IMPOFES v 11,451 10974 | 1266 1621 | 12717 12595 13473 IEBSRpIEE
= FUTURES MARKET PRICES
Revised. i o One month
Source: US Energy Information Administration Product value 59.10 11780 -5871 498
Data available in 0GJ Online Research Center. Light sweet
crude 50.32 10349 -53.17 514
Crack spread 8.77 14.31 -554 387
Six month
P Eyoﬁuct value 6122 11265 5144 457
S ight sweet
URVIN & GERTZ LNG NETBACKS—APR. 3, 2009 gt s 59 10089 4397 436
Liquefaction plant Crack spread 430 11.76 ~ -7.46 635
Receiving Algeria Malaysia Nigeria Austr. NW Shelf Qatar Trinidad
terminal $/MMbtu *Average for week ending.
Source: Oil & Gas Journal
Barcelona 9.70 6.24 8.93 6.15 6.76 8.86 Data available in 0GJ Online Research Center.
Everett 3.28 1.52 2.98 1.64 1.97 352
Isle of Grain 299 1.24 2.48 1.16 1.68 2.50
Lake Charles 1.58 0.05 1.40 0.19 0.32 2.07
Sodegaura 4.02 6.46 428 6.21 5.08 3.51
Zeebrugge 5.80 341 4.84 327 391 4.94
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 13,178 58,107 38,879 9,157 53,310 13,164 2,730
PADD 2 85,607 51,919 23,093 7,321 33,718 1,411 13,456
PADD 3 187,446 71,158 40917 12,870 40,657 16,024 21,238
PADD 4 14,972 6,410 2,487 576 3,321 248 '833
PADD 5 58,224 29,199 24,181 9,616 13,147 4,668 =
Mar. 27, 2009.... 359,427 216,793 129,557 39,540 144,153 35,515 38,257
Mar. 20, 2009 356,583 214,568 125,867 39,344 143,932 34,714 37,738
Mar. 28, 20082... 319,164 224,710 113,610 38,067 109,720 39,736 24,897
"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
1,157 1,189 2,029 117 266 114 36
2,903 2,895 2,096 163 847 47 203
7316 7,194 2,837 724 2,109 230 625
508 502 288 17 168 10 161
2518 2,378 1,483 390 492 185 —
Mar. 27, 2009 14,402 14,158 8,733 1411 3,882 586 1,025
Mar. 20, 2009 14,451 14,135 8,723 1,393 3713 621 1,034
Mar. 28, 2008* 14,361 14,207 8,608 1,505 3,856 705 1,070
17,621 Operable capacity 81.7% 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 BAKER HUGHES RIG COUNT 0GJ PRODUCTION REPORT
Price Pump Pump 4-1-09 4-2-08 4-3-09 24-4-08
ex tax price* price 1,000 b/d
4-1-09 4-1-09 4-2-08 Alabama ........ccoooooovvoriiere, g 5 Crude ofl and | q
¢/gal Alaska 12 9 (Crude oil and lease con eg?ate} 20
Arkansas... . 47 44 Alask 731 720
(Approx. prices for self-service unleaded gasoline) California.. . 21 34 C ?Sf oo o =
A 198.4 3297 Land 2 33 e e %5
153.8 195.7 3196 Offshore . . 1 1 FIO qaa v 6 6
1518 1937 3147 Colorado... z 55 123 fstos ] 5
139.1 200.0 336.0 Florida 0 0 K LT 108 10
145.1 196.7 342.7 lllinois... 1 0 La”.S?Sv-z T .
189.4 2220 306.0 Indiana.. 1 2 l\z_ulﬁ_lana "6 T
1236 184.5 316.0 Kansas.. 21 12 vienigan . & &
150.0 188.4 317.3 Kentucky 8 12 A o1 o
Philadelphia.. 151.7 202.4 324.1 Louisiana.. 131 142 N U”tgﬂna-:-- 188 6
Pittsburgh. 1593 2100 3228 N. Land... 7 47 North Dokt L o
Wash., DC 1729 2113 3253 . Inland waters.. 6 17 S i e
PAD | avg 1835 2003 3231 S.land. 17 25 Toggaoma .
exas.. 1,375 1,337
Offshore . 37 53 Utah 60 55
Chicago 155.6 220.0 357.7 Maryland .. 0 0 Wa 151 128
Cleveland.. 156.0 202.4 324.3 Michigan .. 0 0 A”yommg -+ -
Des Moines .. 158.1 1985 324.3 Mississippi 10 12 e
|Dtatroit o 145.0 204.4 323.0 Illlllontanka... 0 14 L L 5,463 5127
ndianapolis.. 139.1 198.5 328.0 ebraska.. 0 0 1 f Aoyl
Kansas Cit 1569 1929 3197 New Mexico . 35 74 e
Louisville . 1576 1985 3354 New York.. 1 8 Source: Ol & Gas Journal.
Memphis 1565 1963 395.7 North Dakota. 6 54 Data available in 0GJ Online Research Center.
Milwaukee ... 151.0 202.3 322.3 Ohio.......... 7 12
Minn.-St. Paul .. 156.7 200.7 3186 Oklahoma 106 206 US CRUDE PRICES
Oklahoma City... 152.1 187.5 3174 Pennsylvania . 30 22 4-3-09
Omaha.. 151.7 197.0 3278 South Dakota. 0 2 $/bbl*
153.0 189.0 3129 Texas ... 416 904
1519 1873 3107 Offshore 4 9 Alaska-North Slope 27° 35.34
1501 1935 3126 Inland wa 1 2 South Louisiana sweet.. 53.00
152.8 1979 324.0 Dist. 1 10 26 CaIlfor_nla-Kern River 13° 4550
: ’ ’ PP Lost Hills 30°..... 53.80
Dist. 2. 15 41 ]
Albuguerque 1582 1946 3176 Dist. 3. 37 54 \ENVU?'”Q ngeet iggé
Birmingham...... 153.3 192.6 3275 Dist. 4. 42 93 V\G/ST %Xas é’VEE S i
Dallas-Fort Worth. 151.4 189.8 3215 Dist. 5. 100 185 WESE Texas | ‘:”f f 2960
Houston ... 150.1 188.5 3205 Dist. 6. 74 125 OkTSh eanS 0 egme [ 43,00
Little Rock. 1532 193.4 325.2 Dist. 7B 11 35 Torn Ura it e 1200
New Orleans 1515 1899 3228 Dist. 7C 16 75 Mo Sour - oSt 41100
San Antonio.. 150.2 1886 315.2 Dist. 8. 42 126 Karss Comm 48.00
FADIY g - (28 (o e B:zi gA 12 %Jl North Dakota Sweet .. 42.50
Cheyenne.. 156.8 189.2 3127 Dist. 10 33 78 *Current major refiner's posted prices except North Slope lags
Denver-...... 155.4 195.8 3316 Utah...... 18 38 2 months. 40° gravity crude unless differing gravity is shown.
Salt Lake City 148.0 1909 324.9 West Virginia 24 23 Source: Oil & Gas Journal.
PAD IV avg... 153.4 191.9 323.1 Wyoming....... 37 68 i i i
Others—NV.E T3 VA3 Data available in OGJ Online Research Center.
Los Angeles.. 144.0 2111 3522 A2 oo 13 10
Phoenix. 1614 1988 3099 - \WORLD CRUDE PRICES
Portland 1777 211 347.2 e ey U
San Diego. 161.0 2281 364.2 " — — $/bbl" 3-27-09
San Francisco 166.0 233.1 379.8 1,118 1,956 United Kingdom-Brent 36° 5119
165.2 2211 355.3 224 362 ? o
1626 2189 351.4 808 1,458 g;agfdéﬁ'%gz iggg
1504 2000 3272 T Dubai Fateh 32° 4976
1476 1932 319.7 d : Algeria Saharan 44 51.99
144.0 189.6 303.1 Rotary rigs from spudding in to total depth. Nigeria-Bonny Light 37° 52.89
1421 18717 — Definitions, see 0GJ Sept. 18, 2008, p. 42. Indonesia-Minas 34°. 54.26
2008 to date..... 266.5 3101 — Venezuela-Tia Juana L 51.62
: Source: Baker Hughes Inc. Mexico-Isthmus 33° 5151
Includes state and federal motor fuel taxes and state - b -
sales tax. Local governments may impose additional taxes. Data available in 0GJ Online Research Center. OPEC basket 50.96
Source: Oil & Gas Journal. Total OPEC? 50.15
Data available in 0GJ Online Research Center. SN"TH RIG COUNT Total non-OPEC2 50.02
Total world? 50.10
4-1-09 4-2-08 US imports® 49.47
REF'NED PRODUCT PRICES Proposed depth, Rig Percent  Rig Percent 'Estimated contract prices. “Average price (FOB) weighted
ft count footage® count footage* by estimated export volume. *Average price (FOB) weighted
3-27-09 3-27-09 by estimated import volume.
¢/gal ¢/gal 2 50%[5)88 gé ng 1?2 523 Source: DOE Weekly Petroleum Status Report.
. ' ' ) ) Data available in 0GJ Online Research Center.
Spot market product prices 5,001-7,500 141 205 205 204
Motor gasoli Heating oil No. 2 R T 3% an o US 1
otor gasoline eating oil No. 10,001-12,5 1 u 47 4
(Conventional-regular) New York Harbor....... 141.45 12,501-15,000 201 — 296 _ NATURAL GAS STORAGE
New York Harbor 140.00  Gulf Coast................. 139.45 15,001-17,500 116 — 114 — 3-27-09  3-20-09 3-27-08 Change,
EquACoaslt ....... . 132.53 GGEUH 17,501-20,000 58 — 75 — bef %
0s Angeles .. 148. 20,001-over 36 — 35 — ; ;
Arsteran fotordar- - Singapore.. Tota W6 71 83 15 Coumioegoremi o2 6 s 107
Antwerp (ARA....... 135.27 . . Consuming region west .... 282 281 175 611
Singapore................ 144.05 Residual fuel oil INLAND 10 28 _—_ = — —
Motor gasonne New York Harbor....... 9793 LAND 1,040 1,730 Total US........coeveerrrrrrnes 1,655 1,654 1,252 322
(Reformulated-regular) Gulf Coast ... . 10245  QFFSHORE 46 55 Changs,
New York Harbor....... 135.00  Los Angeles 110.25 Jan.09 Jan. 08 %
Gulf Coast ....... . ABA AAAAAAAAA 95.43 *Rigs employed under footage contracts. T AU uS—— 214 2,055 4.2
Los Angeles Singapore... 10043 Definitions, see 0GJ Sept. 18, 2008, p. 42.
*Workin% gas. ?At end of period.
Source: DOE Weekly Petroleum Status Report. Source: Smith International Inc. Source: Energy Information Administration
Data available in 0GJ Online Research Center. Data available in 0GJ Online Research Center. Data available in 0GJ Online Research Center.
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Statistics
WORLDWIDE CRUDE 0IL AND GAS PRODUCTION

1 month average Change vs.
Jan Dec. — production — —— previous year — Jan. Dec. Cum.
2009 2008 2009 2008 Volume % 2009 2008 2009
—————— Crude, 1,000 b/d ——— Gas, bef
Argentina.. 615 608 615 614 2 03 116.4 117.5 116.35
Bolivia... 40 40 40 42 7 —4.8 42.0 42.0 42.00
Brazil. 1,889 1,850 1,889 1,776 13 6.4 30.0 35.0 30.00
Canada. 2,606 2,656 2,606 2,531 75 3.0 516.3 498.7 516.30
Colombia .. 600 590 600 554 46 8.3 22.0 22.0 22.00
Ecuador. 500 490 500 500 = — 1.0 1.0 1.00
Mexico.. 2,685 2,717 2,685 2,957 272 —92 2198 228.1 219.80
Peru.. 110 108 110 69 41 59.4 9.2 10.4 9.20
Trinidad..... 110 110 110 115 -5 —4.3 115.0 115.0 115.00
United States 5,075 5123 5,075 5,093 -18 04 1,854.0 1,862.0 1,854.00
Venezuela'.... 2,180 2,290 2,180 2,440 —260 -10.7 70.0 72.0 70.00
Other Latin America.. 83 83 83 83 — —0.3 55 55 5.54
Western Hemisphere .. 16,494 16,665 16,494 16,774 -280 -1.7 3,001.2 3,009.2 3,001.19
17 17 17 17 — 0.1 54 49 5.40
271 285 271 300 -23 1.7 301 30.6 30.15
17 19 17 20 =3 -13.0 2.8 3.1 2.80
59 59 59 64 -5 —7.8 48.0 48.6 48.00
7 87 7 108 =37 -34.3 22.0 25.0 22.00
30 30 30 40 -10 —-25.0 330.0 350.0 330.00
2,195 2,287 2,195 2,229 -34 -1.5 363.5 352.4 363.50
37 38 37 8 =2 4.9 = = =
United Kingdom. 1,433 1,475 1,433 1,477 —44 =30 2414 2353 241.43
Other Western Europe .. =1 -31.2 22 22 2.16
W n Europe 4,139 4,300 4139 4,298 -159 -3.7 1,045.4 1,052.0 1,045.43
Azerbaijan ... 850 850 850 950 -100 -10.5 35.0 35.0 35.00
Croatia...... 14 14 14 16 —1 94 55 5.7 5.54
Hungary..... 14 14 14 14 — 9 85 78 8.46
Kazakhstan 1,250 1,250 1,250 1,150 100 8.7 100.0 100.0 100.00
Romania.... 90 90 90 95 = 5518 19.0 19.0 19.00
Russia... 9,740 9,660 9,740 9,800 —-60 —0.6 2,000.0 2,000.0 2,000.00
Other FSU. 450 450 450 400 50 12.5 550.0 550.0 550.00
Other Eastern Europe..... 45 46 45 49 —4 -79 19.5 209 19.53
Eastern Europe and FSU........ 12,453 12,373 12,453 12,473 -20 -0.2 2,1315 2,7384 2,731.52
Algeria’ 1,270 1,320 1,270 1,400 -130 -93 260.0 275.0 260.00
Angola'. 1,790 1,830 1,790 1,895 -105 =5 5.0 5.0 5.00
Cameroon. 80 80 80 90 -10 =113 — — ==
Congo (former Zaire) . 25 25 25 25 — — — — —
Congo (Brazzaville) 240 240 240 240 — — — — —
Egypt..... 680 700 680 650 30 46 130.0 135.0 130.00
Equatori 320 320 320 320 — — 0.1 0.1 0.06
Gabon... 240 240 240 230 10 43 0.3 0.3 0.31
Libya'.... 1,650 1,720 1,650 1,770 -120 —6.8 350 38.0 35.00
Nigeria' 1,840 1,910 1,840 2,060 220 -10.7 80.0 82.0 80.00
Sudan ... 500 500 500 480 20 42 = — —
Tunisia... 91 88 91 84 7 8.3 8.6 8.3 8.59
Other Africa.. 21 221 221 yzal — — 9.1 9.1 9.10
(T T, 8,947 9,194 8,947 9,465 -518 -55 528.1 552.8 528.06
Bahrain 169 170 169 169 — —0.1 24.8 34.0 24.81
Iran’.. 3,790 3,880 3,790 4,100 =310 1.6 290.0 300.0 290.00
Irag".. 2,370 2,410 2,370 2,290 80 35 20.0 22.0 20.00
Kuwait' 2,460 2,520 2,460 2,570 -110 —4.3 40.0 42.0 40.00
Oman 730 700 730 700 30 43 60.0 58.0 60.00
Qatar' ... 780 800 780 850 -0 -8.2 180.0 180.0 180.00
Saudi Arabia’ 7,960 8,260 7,960 9,010 —1,050 =117 200.0 200.0 200.00
Syria s 390 400 390 390 = = 18.0 18.0 18.00
United Arab Emirates 2,360 2,450 2,360 2,670 -310 -11.6 125.0 130.0 125.00
Yemen.........c......... 290 290 290 320 =30 —94 = = =
Other Middle East. . — — — — — 203.6 99 10.5 9.86
Middle East.. 21,299 21,880 21,299 23,069 -1,770 -1.1 967.7 994.5 967.67
480 507 480 409 Ul 17.3 120.0 121.9 120.00
161 164 161 169 -8 —4.5 373 34.9 37.27
3,709 3,709 3,709 3,778 -69 -1.8 260.0 2348 260.00
638 690 638 686 —48 =740 80.4 87.2 80.40
830 840 830 835 -5 —0.6 210.0 220.0 210.00
19 19 19 20 -1 —4.8 125 124 12.46
740 740 740 780 -40 5.1 140.0 140.0 140.00
39 37 & 65 26 —40.0 11.0 10.0 11.00
66 68 66 68 —2 29 126.3 124.3 126.26
40 40 40 44 —4 9.1 1.0 1.0 1.00
Thailand.... 259 228 259 217 42 19.3 32.6 25.0 32.55
Vietnam.... 250 250 250 300 -50 -16.7 15.0 15.0 15.00
Other Asia—Pacific. 35 35 35 34 — 1.3 96.5 96.5 96.50
1,266 1,326 17,266 7,405 -140 -19 11424 1,123.0 1.142.44
70,598 n,739 70,598 73,485 2,887 -39 9,422.3 9,469.9 9,422.32
28,950 30,720 28,950 32,390 3,440 -10.6 1,306.0 1,567.0 1,306.00
North Sea. 3,927 4,067 3,927 4,024 -97 2.4 734.0 7231 733.96
TOPEC member. *Kuwait and Saudi Arabia production each include half of Neutral Zone. Totals may not add due to rounding.
Source: Oil & Gas Journal. Data available in 0GJ Online Research Center.
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DEEP OFFSHORE
TECHNOLOGY™

INTERNATIONAL

knowledge is

YOUR EDG

g DEEP OFFSHORE DOT International Call for Abstracts
TECHNOLOGY"
ﬁ INTERNATIONAL Technologies developed for the offshore exploration and production industry

represents years of accumulated knowledge then applying that knowledge as the

Conference & Exhibition . . .
industry continually goes into deeper water.

Knowledge is YOUR EDGE in taking what others have learned and applying it to

Februa ry 2'4, 2010 your next project.

HOUSton, Tean USA For over 21 years, DOT has provided the forum where industry leaders address
George R. Brown Convention Center technical issues, introduce pioneering technology, and share lessons learned about
lotint tional.net finding, developing, and producing oil and gas in deepwater and ultra-deepwater

regions around the world.

In 2010, the Deep Offshore Technology International Conference & Exhibition (DOT)

P@]}“’ returns to Houston, Texas, February 2—4. Make plans now to share your company’s
solutions, innovations, lessons learned, and new technology with industry

colleagues. Take a speaking role in the 2010 DOT International in Houston.

Owned & Produced by:

Flagship Media Sponsors:

Offshore  2:Cx&Peuochen Submit your abstract on line at www.dotinternational.net by May 15, 2009.
OIL&GAS
FWL Conference Management Contacts:
Eldon Ball Gail Killough
Supporting Organization: Conference Director Conference Manager
Phone; +1 713 963 6252 Phone; +1 713 963 6251
Fax: +1 713 963 6296 Fax: +1 713 963 6212
eldonb@pennwell.com gailk@pennwell.com
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Your marketplace for the oil and gas industry

DEADLINE for CLASSIFIED ADVERTISING is 10 A.M. Tuesday preceding
date of publication. Address advertising inquiries to CLASSIFIED SALES,
1-800-331-4463 ext. 6301, 918-832-9301, fax 918-831-9776,

email: glendah@pennwell.com.

o DISPLAY CLASSIFIED: $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.

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

FOR SALE / RENT

5.2 MW MOBILE GEN SETS
CALL: 800-704-2002

SOLAR
TAURUS 60

¢ GAS - LOW NOXx (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

60

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.

CONSULTANT

EMPLOYMENT

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

BUSINESS OPPORTUNITY

Want to purchase minerals and other oil/gas
interests. Send details to: PO.Box 13557,
Denver, CO 80201.

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

LEASES OR DRILLING BLOCKS

EASTERN KANSAS SHALLOW OIL & GAS LEASES
FOR SALE. Proven areas. Drilling & development
supervision and management available. E-mail:
kansascrude@yahoo.com or call Jim 785-594-7100.

EMPLOYMENT

Weatherford in Fort Worth TX seeks Technical Engi-
neering Sales Rep for LWD drilling svcs. Req’s.: Bach
in Eng. or Geosciences + 4 yrs in job or as MWD/
LWD Field Engineer/Coordinator. Emp will accept 6
yrs exp in MWD/LWD product line in lieu of Bach
+ 4. Fax or e-mail resume to HR at 281-260-5669

or Anita.Foster@weatherford.com

CITGO Petroleum Corporation seeks Senior Informa-
tion Analyst to work in Houston, TX. Candidate must
have a Bachelor’s degree in Finance, Accounting, or
Computer Science and 8 years of related experience.
Email resume to employment@citgo.com.

Must put job code 57664 on resume.

EXCO-North Coast Energy, Inc., operating in Ohio,
Pennsylvania, and West Virginia, is the Appalachian
Division of EXCO Resources, Inc., a Dallas-based,
leading upper tier independent oil and natural gas
company engaged in the acquisiton and
development of onshore North American oil and
natural gas properties. At EXCO, you will enjoy a
demanding, fast-paced, highly ~ entrepreneurial
organization. Due to high-growth and outstanding
projects, including the Marcellus shale play, you will
have the opportunity to gain a definitive edge in your
career, at an “up and coming” leading independent
E&P with excellent future potential.

EXCO-North Coast Energy is currently seeking
candidates to fill positions in our Cranberry Township,
Pennsylvania location:

o Chief Reservoir Engineer

e Advisor Production Engineer

o Regulatory Manager

o Sr. Title Analyst

We offer a competitive compensation and benefits
package.  Qualified applicants should forward
resumes to hr@northcoastenergy.com.

EXCO is an equal opportunity employer.

Hiring?
Selling
Equipment?
Need
Equipment?
New Business
Opportunity?
Contact: Glenda Harp
+1-918-832-9301 or

1-800-331-4463, ext. 6301
Fax: +1-918-831-9776
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RWE
Books, BYYE

The energy to lead - with this attitude,
BOOks the RWE Group and its 63.000 employees
ann are determinedly heading for a successful
future. For us, the energy to lead means
so Man the commitment to secure the energy
supply for Europe as well as to stay
capable of constant renewal as an energy

BOOks supplier. Start with us into a promising
future.

Check out over 50,000 Books Related to
the Energy Industry at PennEnergy.com

RWE Dea has had more than one hundred years’ experience and specialized know-
e Qil & Gas how in exploration and development of natural gas and petroleum deposits and is
one of the leading exploration and production companies in Germany. Through its
domestic and international operations, the company plays an important role within
* Renewable Energy the RWE Group. You will like the variety of tasks and the friendly atmosphere in our
company. We put people first.

e Power Systems

e Business Management

e Mechanical & Chemical Engineering At the Hamburg location of RWE Dea AG, we have a vacant position to be filled as soon
as possible for a

PROJECT BUYER (M/F)

Your tasks:

> analysis and evaluation of project and budget planning data relevant to
purchasing with the objectives of designating areas critical for procurement at
an early stage and carrying out resource planning

> leading negotiations for major projects or general framework agreements
right through to conclusion and subsequent handling of business/commercial
aspects, incl. complaints and amendments or supplements for the duration
of the projects, in both German or English

> responsibility for local project buying activities in close consultation with
specialist departments in Germany and abroad

> preparation of engineering and maintenance contracts as well as of special
| terms and conditions for projects
> providing support for supplier management

- > monitoring the international and national procurement market for technical
facilities and equipment as well as services in order to identify market changes
(technical/commercial) and trends on a timely basis and to evaluate and
implement possible alternatives

——G‘_ Your profile:
I > university of applied sciences/university studies specialising in engineering
_______ﬂ or economics/business management
> several years of relevant professional experience
> good MS Office skills, as well as SAP and CPS skills

e —— - T— > proficiency in spoken and written English
> willingness to undertake extensive travel in Germany and abroad, as well
as lengthy stays abroad

RWE Dea is committed to equal opportunity and diversity and welcomes
applications from all sections of the community.

Are you interested? Please submit your application, preferably online via our
website: www.rwe.com/career (reference code: CP09004-E).
We look forward to your application!

Pennkneroy.
———books RWE Dea

www.PennEnergy.com

RWE Dea AG

Britta Ballhaus

Uberseering 40, 22297 Hamburg, Germany
T +49 40 6375-2120

www.rwedea.com
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Subsea Tieback Forum & Exhibition
March 3 -5, 2009

San Antonio, Texas USA

Website: www.subseatiebackforum.com

Offshore Asia Conference & Exhibition
March 31 —April 2, 2009

Bangkok, Thailand

Website: www.offshoreasiaevent.com

0il Sands and Heavy Oil Technologies
Conference & Exhibition

July 1416, 2009

Calgary, Alberta, Canada

Website: www.oilsandstechnologies.com

0il & Gas Maintenance Technology
North America Conference & Exhibition
September 1 -3, 2009

New Orleans, Louisiana USA

Website: www.ogmtna.com

Unconventional Gas International
Conference & Exhibition
September 29 — October 1, 2009

Ft. Worth, Texas USA

Website: www.unconventionalgas.net

Deepwater Operations
Conference & Exhibition

November 10 — 12, 2009

Galveston, Texas USA

Website: www.deepwateroperations.com

Offshore Middle East
Conference & Exhibition

October 27 — 29, 2009

Manama, Kingdom of Bahrain
Website: www.offshoremiddleeast.com

Deep Offshore Technology
International Conference and Exhibition
November 3 - 5, 2009

Monte Carlo, Monaco

Website: www.deepoffshoretechnology.com
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EVENTS CALENDAR 2009

]

IL SANDS

HEAUY OIL
TECHNOLOGIES

On.&Gas

MAINTENANCE TECHNOLOGY
NORTH AMERICA B

UNCONVENTIONAL GAS

. CONFERENCE & EXHIBITION..

INTERNATIONAL

Deepwater

'

— DEEP OFFSHORE
TECHNOLOGY
ﬁ INTERNATIONAL..

MONACO | NOVEMBER 2009

Emerging Unconventional Resources
Conference & Exhibition

December 8 - 10, 2009

Shreveport, Louisiana USA

Website: www.EmergingResourcesConference.com

UNCONVENIIONAL
RESOURCES

0il & Gas Maintenance Technology

oy gn O1.&Gas
Conference & Exhibition i
Co-located Pipeline Rehabilitation and Maintenance y s
January 19— 21,2010 MAINTENANCE TECHNOLOGY™
Cairo, Egypt

Website: www.oilandgasmaintenance.com

Pipeline Rehabilitation & Maintenance
Co-located with Oil & Gas Maintenance Technology
January 19-21, 2010

Cairo, Egypt

Website: www.pipeline-rehab.com

PIPELINE
REHABILITATION
& MAINTENANCE ™

Deep Offshore Technology
International Conference and Exhibition
February 2 —4,2010

Houston, Texas, USA

Website: www.dotinternational.net

DOT

INTERNATIONAL

P

Offshore West Africa
Conference & Exhibition

March 23 - 25,2010

Luanda, Angola

Website: www.offshorewestafrica.com

Rocky Mountain Unconventional Resources
Conference & Exhibition

. III\
ROCKY MOUNTAIN

April 6 - 8,2010 UNCONVENIIONAL
RESOURCES
Denver, Colorado USA CONFERENCE & EXHIBITION

Website: www.RMURconference.com

WORLD ENERGY CONGRESS

September 12— 16,2010

Montréal, Quebec, Canada

Website: www.wecmontreal2010exhibit.com

MONTREAL

2010
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Prophecy fulfilled:
Democracy stalls
climate sacrifice

A prominent prophet of climate doom
appears, after all, to be prophetic.

No, James Hansen of the NASA's God-
dard Institute for Space Studies hasn’t been
proven right about a perilously warm-
ing Earth. For that to happen, something
will have to change a temperature record
that shows no warming trend in the past
decade.

Where Hansen has been validated is in a

h e Editor ' s

erspective
by Bob Tippee, Editor

recent jeremiad about political responses to
his warnings of climatic catastrophe.

“The democratic process doesn’t quite
seem to be working,” he told The Guardian
of London. “Peaceful demonstrations,” he
said, might be in order.

Hansen, of course, is the scientist on
call to Nobel Propagandist Al Gore. In fact,
he was the voice of science allowed to be
heard in the 1988 Senate hearing chaired by
Gore that started the global warming panic.

Now governments are on the verge of
sacrificing their countries’ economies to
warming precautions that may have negli-
gible effect on global average temperature.
And Hansen’s complaining about democra-
cy? Well, this is the celebrity scientist, easily
NASA’s most recognizable official, who
once fussed about having been muzzled by
an administration unwilling to let him set
economic policy.

He’s the scientist who, according to
JohnTheon, a former supervisor, “embar-
rassed NASA” with his fearful forecasts.

And he’s the scientist who declared in
congressional testimony last year that chief
executives of fossil energy companies who
question his theories “should be tried for
high crimes against humanity and nature.”

Now the crisis is democracy itself.

Sure enough, American democracy
hasn’t quite prostrated itself to let a ruin-
ously expensive climate program pass into
effect without question.

The Senate on Apr. 1 defeated a move
that would have let a simple majority pass
the cap-and-trade system favored by the
Obama administration and congressional
leadership.

Apparently, there are senators who want
to think twice about jettisoning whatever
hope remains for American prosperity
in deference to questionable fears about
the climate. Some of them might even
think alarmism is wobbling off its axle and
wonder what that says about its scientific
assertions.

For anyone repulsed by dissent, to be
sure, democracy can be a big problem.

(Online Apr. 3, 2009; author’s e-mail:
bobt@ogjonline.com)
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Journal by Sam Fletcher, Senior Writer

Volatile second quarter prices

Oil prices were sharply volatile entering the second quarter of 2009 and are likely
to remain “within a rising trend,” said Paul Horsnell, managing director and head of
commodities research at Barclays Capital Inc. in London.

In an Apr. 1 report, Horsnell said after 5 successive days in which front-month
benchmark US light, sweet crudes hit intraday highs of $54-55/bbl, prices then
retrenched over the next 3 days to lows some $7/bbl below that. “That pattern has
been symptomatic of trading over the past 4 months,” he said, “with cycles of higher
prices being sold into on recurrent macroeconomic worries and weak data. Through-
out those cycles, the tension between the short term and the medium term has
been a significant source of volatility. During periods of calmer or more constructive
macroeconomic data flow, the widespread view that supply-side damage means
that prices are too low on medium- and long-term supply grounds gains footing,
but when the fear returns, the view that prices are too high on short-term demand
grounds motivates further selling.”

Horsnell said, “The strong volatility associated with that tension seems unlikely
to disappear in the current quarter, and we would expect to see several more of
these episodes of 10%-plus up and down moves over very compressed time periods.
Rather than the swings themselves, the more important feature is whether there is
any trend in the mid-ground for this particular tug-of-war.”

Horsnell said, “The question is whether prices [are] oscillating within a tunnel
that is heading upwards, is flat, or is heading lower. In other words, will the quarter
see in broad terms higher highs, lower lows, or a flat trend?”

In terms of the average price for the Organization of Petroleum Exporting Coun-
tries’ basket of 12 reference crudes, Horsnell said, “The low for the current cycle is
$33.36/bbl set in December, the high is $50.77/bbl set last week, and the latest value
is $46.65/bbl. We would doubt that there is another $13 of downside for the OPEC
basket this quarter, while we would expect to see the value exceed $50.77 during the
quarter; hence, on balance, we would see the pattern as being one of sharp swings
within an upwards sloping tunnel” As of Apr. 3, the 2009 OPEC basket price aver-
aged $43.27/bbl.

Rig market falters

The jack up rig market is in serious trouble, with day rates down 40% from a peak
over the past 6 months to a current rate of $100,000/day, said analysts Apr. 6 in the
Houston offices of Raymond James & Associates Inc. “In addition to rapidly declin-
ing demand, over 50 new builds are set to hit the water by the end of 2010, boosting
supply by 15%,” they said.

Raymond James analysts said, “We model jack up day rates falling as low as
$55,000 (or 60-70% below the peak), though still well above cost-breakeven day
rates of $40,000/day. Our outlook for the jack up market is now substantially worse
than Wall Street’s view.”

They said, “Day rates will continue to fall unless a record number of jack ups are
stacked. If the market is unwilling to stack the necessary amount, rates could reach
cost-breakeven levels!” They expect per-share earnings among “floater-oriented
drilling contractors” to fall 156% in 2010, with the “more jack up-centric” contractors
down more than 30%.

As a result, they said, “Several jack up contract options are being declined, and
even some exercised options are in danger of being reduced or cancelled” The
downturn will affect every offshore driller, “but some more than others,” they said.
“Given that we have seen a material rebound in energy equities off the bottom,
thanks to the recent broader market rally, we advise taking profits (or selling into
current strength) on the more jack up-driven names.”

In New York, analysts at Barclays Capital reported the US rig count continued
its steep descent during March, falling 54% below the peaks of the third quarter of
2008.They reduced the US rig count forecast to an average 975 for 2009 and 925
for 2010. A second-half recovery in 2010 should take the US rig count to 1,125 by
yearend.

“Stimulation prices have dropped sharply in the US in recent weeks, with some
larger jobs going for 40% less than late 2008 levels,” said Barclays Capital analysts.
“The Baker Hughes international rig count fell by 24 rigs in February, led by Europe
and the Middle East. We continue to forecast a 12% decline in non-North American
exploration and production spending in 2009 and a flat outlook in 2010

(Online Apr. 6, 2009; author’s e-mail: samf@ogjonline.com)
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Jump Ahead of Traditional Drilling Performance!

/n\ TERRA-MAX
Baker Hughes Drilling Fluids introduces TERRA-MAXSV, its customizable high-performance

TERRA-MAX water-based drilling fluid for onshore applications. The system combines innovative fluids

technologies to deliver total inhibition of land formations.

Whether drilling in coastal, foothill, or desert locations, TERRA-MAX can be optimized to
enhance drilling performance, ultimately reducing rig time and fluids costs by:

¢ |mproving ROP
e Minimizing bit balling and accretion

e Improving wellbore stability ",
A\ |

e Reducing torque and drag Bﬁll(lg}-l!s

e Minimizing differential sticking
e Reducing waste generation and disposal costs
Jump ahead of traditional drilling performance with TERRA-MAX.

Contact Baker Hughes Drilling Fluids for all your land-based drilling needs.

www.hakerhughes.com/drillingfluids
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